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CAUTIONARY NOTE ON U.S. CANNABIS INVOLVEMENT 

This Listing Statement is being filed by an entity that is currently evaluating a strategic 
acquisition in the United States which, if completed, could lead to the Company deriving a 
portion of its revenues from the cannabis industry in certain U.S. states where local state laws 
permit such activities and where such activities are illegal under United States federal law. The 
evaluation is not at the stage where the Company has had an opportunity to review the 
potential impact of the acquisition on its ability to finance or operate its existing business, nor 
has it had the opportunity to evaluate which U.S. states the business intends to operate in and 
the implications of any state-level regulations which may be applicable.  

Despite evaluating the strategic acquisition of a company with ancillary involvement to the U.S. 
cannabis industry, the Company is not currently engaged in any capacity in the manufacture, 
importation, possession, use, sale or distribution of cannabis in the medical or recreational 
cannabis marketplace in the United States. Further, the Company has no plans to become 
directly or indirectly engaged in the manufacture, importation, possession, use, sale or 
distribution of cannabis in the medical or recreational cannabis marketplace in the United 
States.  

The United States federal government regulates drugs through the CSA, which places 
controlled substances, including cannabis, in a schedule. Cannabis is classified as a Schedule I 
drug. Under United States federal law, a Schedule I drug or 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. 

In the United States, cannabis is largely regulated at the state level. State laws regulating 
cannabis are in direct conflict with the CSA, which makes cannabis use and possession federally 
illegal. Although certain states authorize medical or recreational cannabis production and 
distribution by licensed or registered entities, under U.S. federal law, the possession, use, 
cultivation, and transfer of cannabis and any related drug paraphernalia 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. 

The cultivation, sale and use of cannabis is illegal under federal law pursuant to the CSA. 
Under the CSA, the policies and regulations of the United States Federal Government and its 
agencies are that cannabis has no medical benefit and a range of activities including cultivation 
and the personal use of cannabis are prohibited. Even in those states in which the use of 
cannabis has been legalized, its use, cultivation, sale and distribution remains a violation of 
federal law. Any person connected to the cannabis industry in the U.S. may be at risk of federal 
criminal prosecution and civil liability in the United States. Any investments may be subject to 
civil or criminal forfeiture and total loss. Since federal law criminalizing the use of cannabis is 
not pre-empted by state laws that legalize its use, strict enforcement of federal law regarding 
cannabis could harm the Company’s business, prospects, results of operation, and financial 
condition in the event it pursues a strategic acquisition in the U.S. cannabis industry. Due to the 
federal illegality of cannabis and the charged political climate surrounding the cannabis 
industries of various states, political risks are inherent in the cannabis industry. 
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Enforcement of U.S. federal law and any other relevant law is a significant risk to the Company 
in the event it acquires operations with exposure to the U.S. cannabis industry, and an investor’s 
contribution to and involvement in such activities may result in U.S. federal civil and/or criminal 
prosecution, including forfeiture of his, her or its entire investment. 

On January 4, 2018, former 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 given discretion in 
determining whether to prosecute cannabis related violations of U.S. 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, the business, results of operations, financial condition and prospects of the Company 
in the event it acquires operations with exposure to the U.S. cannabis industry may be materially 
adversely affected. See Section 17 – Risk Factors for additional information on this risk. 

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 jurisdictions. Unless and until the United States 
Congress amends the CSA with respect to medical and/or adult-use cannabis (and as to the 
timing or scope of any such potential amendments there can be no assurance), there is a risk that 
federal authorities may enforce current federal law.  

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 Staff Notice 51-352 setting 
out the Canadian Securities Administrator’s disclosure expectations for specific risks facing 
issuers with marijuana-related activities in the United States. Staff Notice 51-352 confirms that a 
disclosure-based approach remains appropriate for issuers with U.S. marijuana-related 
activities. Staff Notice 51-352 includes additional disclosure expectations that apply to all issuers 
that currently have, or are in the process of developing, marijuana-related activities in the 
United States, including providing goods and services to third parties involved in the U.S. 
marijuana industry. 

Any investment in the Company is speculative due to a variety of factors, including the nature of 
the Company’s business. An investment in the securities of the Company should only be made 
by persons who can afford a total loss of their investment. Legislative and regulatory 
uncertainties, along with difficulties concerning potential enforcement activities by U.S. federal, 
state and local governments (or discretion exercised thereby), would represent significant risks 
concerning the Company’s business activities should it pursue an investment in the U.S. 
cannabis industry. 

If the Company’s operations were found to be in violation of any of such laws or any other 
governmental regulations, the Company may be subject to penalties, including, without 
limitation, civil and criminal penalties, damages, fines, the curtailment or restructuring of its 
operations or asset seizures, any of which could adversely affect the Company’s business and 
financial results. See Section 17 - Risk Factors. 
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For the reasons set forth above, if the Company were to acquire or engage in marijuana-related 
activities in the United States, it may become the subject of heightened scrutiny by regulators, 
stock exchanges, clearing agencies and other authorities in Canada. Please see the table of 
concordance in Section 3.3 – 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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CAUTIONARY STATEMENTS 

This Listing Statement and the documents incorporated by reference herein contain or may contain 
“forward-looking information” within the meaning of applicable Canadian securities legislation. 
Wherever possible, words such as “plans”, “expects” or “does not expect”, “budget”, “scheduled”, 
“estimates”, “forecasts”, “projects”, “goal”, “anticipate” or “does not anticipate”, “believe”, “intend” or 
“does not intend” and similar expressions or statements that certain actions, events or results “may”, 
“would”, “should”, “could”, “might” or “will” be taken, occur or be achieved, have been used to identify 
forward-looking information. All capitalized terms have the meanings ascribed to them in the “Glossary 
of Terms” of this Listing Statement. Forward-looking information in this Listing Statement may include, 
but is not limited to:  

 The regulatory regime applicable to the Company; 

 The risk of a lack of availability of financing opportunities, legal and regulatory risks inherent in 
the cannabis industry, risks associated with economic conditions, dependence on management 
and currency risks; 

 The intention of the Company not to pursue the cultivation and processing of psychoactive 
cannabis or the production of THC-infused products; 

 The intention to grow the business and operations of the Company, including the construction of 
greenhouses and an extraction/manufacturing facility; and 

 The business strategy and objectives of the Company, including the extraction of CBD from 
hemp and the sale/export of CBD oil and isolate, as well as CBD-infused products. 

Forward-looking information is based on the reasonable assumptions, estimates, analysis and opinions of 
management made in light of its experience and its perception of trends, current conditions and expected 
developments, as well as other factors that management believes to be relevant and reasonable in the 
circumstances at the date that such statements are made, but which may prove to be incorrect. These 
include, but are not limited to, expectations and assumptions concerning: 

 Prevailing CBD prices and exchange rates; 

 The availability of capital to fund planned expenditures; 

 Prevailing regulatory, tax and environmental laws and regulations; and 

 The ability to secure necessary personnel, equipment and services. 

Undue reliance should not be placed on forward-looking information because a number of risks and 
factors may cause actual results to differ materially from those set out in such forward-looking 
information. These include:

 Volatility in the pricing of CBD; 

 No operating history and uncertainty 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; 

 Lack of business diversification; 
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 Regulatory compliance risks; 

 Canadian regulatory and civil proceedings; 

 Change of cannabis laws, regulations and guidelines; 

 Reliance on licenses and authorizations; 

 Unfavourable publicity or consumer perception; 

 Significant ongoing costs and obligations related to its investment in infrastructure, growth, 
regulatory compliance and operations; 

 Demand for cannabis and derivative products; 

 Development of the business of the Company; 

 There is no assurance that the Company will become profitable or pay dividends; 

 Risks inherent in an agricultural business; 

 Supply of cannabis seeds or clones; 

 Liability, enforcement and complaints; 

 Breaches of security at its facilities or in respect of electronic documents and data storage; 

 Dependence on suppliers; 

 Negative results from clinical trials; 

 Insurance coverage; 

 Ability to establish and maintain bank accounts; 

 Product liability and recalls; 

 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; 

 The Company’s industry is experiencing rapid growth and consolidation that may cause the 
Company to lose key relationships and intensify competition; 

 The continued development of the Company and its business will require additional financing; 

 The Company could be liable for fraudulent or illegal activity by its employees, contractors and 
consultants; 

 The Company’s major shareholders, officers and directors may be engaged in a range of business 
activities resulting in conflicts of interest; 

 Emerging market risks; 

 Global economy; 

 Reliance on a single jurisdiction; 
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 Risks related to investment in a Colombian company; 

 Risks related to the Company’s securities, and a limited market for those securities; 

 The market price for Shares may be volatile and subject to wide fluctuations in response to 
numerous factors, many of which are beyond the Company’s control; 

 Future sales of Shares by existing Shareholders could reduce the market price of the Shares; 

 Tax issues; 

 No guarantee on the use of available funds by the Company; 

 Currency fluctuations; 

 Environmental, health and safety laws; 

 Reliance on management; 

 Competition; 

 Management of growth; 

 Breach of confidentiality; 

 Inability to protect intellectual property; 

 The Company’s cannabis cultivation operations are vulnerable to rising energy costs and 
dependent upon key inputs; 

 Litigation, complaints, enforcement actions and governmental inquiries could have a material 
adverse effect on the Company’s business, financial condition and results of operations; 

 Emerging industry; 

 Discretion in the use of proceeds; 

 Key personnel risks; 

 Litigation; 

 Holding company; 

 Negative cash flow; 

 International regulatory risks; 

 New business areas and geographic markets, and the Company’s ability to implement its business 
strategy in those markets; 

 Additional risks relating to doing business internationally; 

 Risks related to a possible strategic acquisition involving operations in the United States; and 

 Other factors specifically identified as risk factors in this Listing Statement and the documents 
incorporated herein by reference herein. 
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Although the Company believes that the expectations reflected in such forward-looking information are 
reasonable, it can give no assurance that such expectations will prove to have been correct. The 
Company’s forward-looking information is expressly qualified in its entirety by this cautionary statement. 
In particular, but without limiting the foregoing, disclosure in this Listing Statement under Section 4 – 
Narrative Description of the Business, makes reference to or involves forward-looking information. The 
purpose of forward-looking information is to provide the reader with a description of management’s 
expectations, and such forward-looking information may not be appropriate for any other purpose. 
Readers should not place undue reliance on forward-looking information contained in this Listing 
Statement. The Company undertakes no obligation to update or revise any forward-looking information, 
whether as a result of new information, future events or otherwise, except as required by applicable law. 
Some of the risks and other factors which could cause actual results to differ materially from those 
expressed in the forward-looking information contained in this Listing Statement include, but are not 
limited to, the factors included under Section 17 – Risk Factors.  

INDUSTRY AND OTHER STATISTICAL INFORMATION 

This Listing Statement includes market share, industry and other statistical information that the Company 
has obtained from independent industry publications, government publications, market research reports 
and other published independent sources. Such publications and reports generally state that the 
information contained therein has been obtained from sources believed to be reliable. Although the 
Company believes these publications and reports to be reliable, it has not independently verified any of 
the data or other statistical information contained therein, nor has it ascertained or validated the 
underlying economic or other assumptions relied upon by these sources. The Company does not intend, 
and undertakes no obligation, to update or revise any such information or data, whether as a result of new 
information, future events or otherwise, except as, and to the extent required by, applicable securities 
laws.  

GENERAL 

The information contained herein is dated as of November 29, 2019, unless otherwise stated. All financial 
information in this Listing Statement is prepared in Canadian dollars and using International Financial 
Reporting Standards. Unless otherwise specified in this Listing Statement, all references to “dollars” or to 
“$” are to Canadian dollars, all reference to “US$” are to United States dollars and all references to 
“COP$” are to Colombian pesos.  

The following foreign exchange rates as at November 5, 2019 are posted by the Bank of Canada and are 
used throughout this Listing Statement in the event conversion of currency is necessary.  

On November 5, 2019, the foreign exchange rate between:  

(a) Canadian dollars and Colombians pesos was COP$2,538.73 = $1.001; 

(b) U.S. dollars and Colombian pesos was COP$3,339.19 = US$1.002; and 

(c) U.S. dollars and Canadian dollars was US$1.00 = $1.31533. 

The following table sets out the exchange rates for Canadian dollars per U.S. dollar in effect at the 
following periods based on the Bank of Canada spot rate of exchange4. 

1 As reported by the Bank of Canada, obtained from: www.bankofcanada.ca. 
2 As reported by the Bank of Canada, obtained from: www.bankofcanada.ca. 
3 As reported by the Bank of Canada, obtained from: www.bankofcanada.ca 
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US$ Year ended December 31, 
2017 

Year ended December 31, 
2018 

Six months ended June 30, 
2019 

Closing 1.2545 1.3642 1.3087 

High 1.3743 1.3642 1.36 

Low 1.2128 1.2288 1.3087 

Average 1.2986 1.2957 1.3336 

The following table sets out the exchange rates for Colombian Pesos per Canadian dollar in effect at the 
periods noted based on the Bank of Colombia and Bank of Canada spot rate of exchange5. 

COP$ Year ended December 31, 
2017 

Year ended December 31, 
2018 

Six months ended June 30, 
2019 

Closing       2,378.64        2,382.17   2,449.51  

High       2,250.35        2,411.44   2,483.21  

Low       2,339.96        2,201.61   2,347.38  

Average       2,272.70        2,281.72   2,391.57  

The following table sets out the exchange rates for Colombians pesos per U.S. dollar in effect at the 
periods below based on the Bank of Colombia spot rate of exchange6. 

USD$ Year ended December 31, 
2017 

Year ended December 31, 
2018 

Six months ended June 30, 
2019 

Closing       2,984.00        3,249.75   3,205.67  

High       3,092.65        3,289.69   3,377.16  

Low       2,837.90        2,705.34   3,072.01  

Average       2,951.32        2,956.43   3,189.40  

4 As reported by the Bank of Canada, obtained from: www.bankofcanada.ca. 
5 Calculated based on the U.S. dollars and Colombian pesos foreign exchange rate as reported by the Bank of 
Colombia, obtained from www.banrep.gov.co/en/ and U.S. dollars and Canadian dollars foreign exchange rate as 
reported by the Bank of Canada, obtained from: www.bankofcanada.ca. 
6 As reported by the Bank of Colombia, obtained from www.banrep.gov.co/en/.    
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1. Glossary of Terms 

The following is a glossary of certain terms and abbreviations used in this Listing Statement. Terms and 
abbreviations used in this Listing Statement and also appearing in the documents attached as schedules 
hereto (including the financial statements) are defined separately. Words below importing the singular, 
where the context requires, include the plural and vice versa, and words importing any gender include all 
genders.  

“1177527” has the meaning set out in Section 3.1 – General Development of the Business – Three-year 
history of the Company. 

“2014 Cole Memo” has the meaning set out in Section 3.2 – Trends, Commitments, Events or 
Uncertainties – Regulation of Cannabis in the United States Federally – United States Federal Overview. 

“Advisory Fee” means the 800,000 Shares granted to Fiore Management & Advisory Corp., an advisor to 
the Company. 

“Affiliate” means a company that is affiliated with another company as described below. A company is 
an Affiliate of another company if (a) one of them is the subsidiary of the other, or (b) each of them is 
controlled by the same Person. A company is “controlled” by a Person if (a) voting securities of the 
company are held, other than by way of security only, by or for the benefit of that Person, and (b) the 
voting securities, if voted, entitle the Person to elect a majority of the directors of the company. A Person 
beneficially owns securities that are beneficially owned by (a) a company controlled by that Person, or (b) 
an Affiliate of that Person or an Affiliate of any company controlled by that Person. 

“Audit Committee” means the audit committee of the Company. 

“BCBCA” means the Business Corporations Act (British Columbia), including the regulations 
thereunder, as amended. 

“Board” means the board of directors of the Company, from time to time, as applicable. 

“CBD” means cannabidiol, a non-psychoactive phytocannabinoid derived from the cannabis plant, and 
when referring to products of the Company refers to hemp-derived CBD.  

“CEO” means chief executive officer. 

“CFO” means chief financial officer. 

“Cole Memorandum” has the meaning set out in Section 3.2 – Trends, Commitments, Events or 
Uncertainties – Regulation of Cannabis in the United States Federally – United States Federal Overview. 

“Colombian License” means the license granted by the Ministry of Justice of Colombia to Ihuana on 
April 2, 2018 (Resolution 0275 April 2, 2018), which authorizes the cultivation of non-psychoactive 
cannabis in Colombia for: (a) grains and seed sowing production; (b) manufacture of derivative products, 
including but not limited to, oils, tinctures, beverages, topicals and other products; and (c) industrial 
purposes.  

“Company” means Mota Ventures Corp. (formerly, Primary Energy Metals Inc.) after the completion of 
the NNZ Acquisition. References to the Company prior to the completion of the NNZ Acquisition refer to 
Primary Energy Metals Inc.  

“Consideration Shares” means the 39,997,500 Shares issuable to the NNZ Shareholders pursuant to the 
terms of the Share Purchase Agreement. 
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“Consultant Fee” means the $125,000 fee owed to an arm’s-length consultant of the Company and 
settled on the Effective Date through the issuance of 416,667 units of the Company, with each unit 
consisting of one Share and one Conversion Warrant. 

“Constitution” means the Constitution of the United States of America.  

“Conversion Share” has the meaning set out in Section 3.1 – General Developments of the Business – 
Financings. 

“Conversion Unit” has the meaning set out in Section 3.1 – General Developments of the Business – 
Financings. 

“Conversion Warrant” has the meaning set out in Section 3.1 – General Developments of the Business – 
Financings. 

“Conversion Warrant Share” has the meaning set out in Section 3.1 – General Developments of the 
Business – Financings. 

“CSA” means the Controlled Substances Act (21 U.S.C. § 801 et. seq.), the U.S. statute establishing 
federal drug policy under which the manufacture, importation, possession, use and distribution of certain 
substances is regulated in the United States.  

“CSE” means the Canadian Securities Exchange. 

“CSE Approval” means the final approval of the CSE in respect of the continued listing of the Shares on 
the CSE following completion of the NNZ Acquisition, as evidenced by the issuance of the final approval 
bulletin of the CSE in respect thereof. 

“CSE Policies” means the rules and policies of the CSE in effect as of the date hereof. 

“Cultivation Facility” means the greenhouses expected to be built by the Company on the Leased 
Agricultural Land. 

“Decree 613” has the meaning set out in Section 4.1 – Narrative Description of the Business – 
Cultivation and Processing – Cannabis Licenses.  

“DOJ” means the U.S. Department of Justice.  

“Effective Date” means the date the NNZ Acquisition became effective following receipt of CSE 
Approval. 

“Environmental Authorities” has the meaning set out in Section 4.1 – Narrative Description of the 
Business – Cultivation and Processing – Cannabis Licenses.  

“Escrow Agent” means Computershare Trust Company of Canada.  

“Escrow Agreement” has the meaning ascribed to that term under Section 11 – Escrowed Securities. 

“Escrow Release Conditions” means: (a) the Company receiving all applicable regulatory approvals for 
the Subscription Receipt Financing and completion of the NNZ Acquisition; (b) the Company receiving 
the conditional acceptance of the CSE pursuant to Policy 8 – Fundamental Changes and Changes of 
Business for the listing of its Share capital following completion of the NNZ Acquisition; (c) the receipt 
by the Company from the subscriber of the Subscription Receipts, in form and content satisfactory to the 
Company in its sole discretion, of any other documents required by the CSE and applicable securities 
laws which the Company requests; and (d) the truth, at the time of acceptance and as at closing of 
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Subscription Receipt Financing, of the subscriber’s representations and warranties under the Subscription 
Receipt Financing subscription agreement. 

“Exco” has the meaning set out in Section 3.1 – General Development of the Business – Three-year 
history of the Company. 

“Expansion Land” has the meaning set out in Section 4.1 – Narrative Description of the Business – 
Cultivation and Processing – Greenhouses. 

“Expansion Land Lease Agreement” has the meaning set out in Section 4.1 – Narrative Description of 
the Business – Cultivation and Processing.  

“Expansion Land Purchase Promise Agreement” has the meaning set out in Section 4.1 – Narrative 
Description of the Business – Cultivation and Processing.  

“FinCEN” means the Financial Crimes Enforcement Network.  

“FinCEN Memorandum” has the meaning set out in Section 3.2 – Trends, Commitments, Events or 
Uncertainties – Regulation of Cannabis in the United States Federally – United States Federal Overview. 

“Finders’ Fee” means the 4,000,000 Shares issued to the persons who introduced the Company to the 
NNZ Acquisition. 

“FNE” means National Narcotics Fund or Fondo Nacional de Estupefacientes.  

“Fundamental Change” has the meaning ascribed to that term under Section 1.1 (a) of CSE Policy 8. 

“GMP” means good manufacturing practices, a system for ensuring that products are consistently 
produced and controlled according to quality standards and designed to minimize the risks involved in 
any pharmaceutical production that cannot be eliminated through testing the final product.  

“GMP Standards” means the Colombian good manufacturing standards for pharmaceutical laboratories 
in accordance with the guidelines set out in Decree 549 of 2001 and INVIMA Resolution 01087 of 2001. 

“ICA” means the Colombian Agricultural Institute (Instituto Colombiano Agropecuario), which 
administers Colombia’s seed certification system, as well as oversees agricultural research and 
development with the objective of protecting people, animals and plants, while optimizing trade 
conditions.  

“Ihuana” means Ihuana S.A.S., a wholly-owned subsidiary of NNZ and the holder of the Colombian 
License and Leased Agricultural Land. 

“Ihuana Purchase and Sale of Shares Agreement” means the purchase and sale of shares agreement 
among NNZ, Ihuana and the shareholders of Ihuana dated June 12, 2019.  

“INVIMA” means the Colombia National Food and Drug Surveillance Institute (Instituto Nacional de 
Vigilancia de Medicamentos y Alimentos), the Colombian prescription drug regulatory body. 

“IT” has the meaning set out in Section 17.1 – Risk Factors – Description of Risk Factors.

“Law 1787” has the meaning set out in Section 4.1 – Narrative Description of the Business – Cultivation 
and Processing – Cannabis Licenses.  

“Leased Agricultural Land” means the five-year lease held by Ihuana on the 2.5 hectares of agricultural 
property located in Guasca, Guavio Province, Cundinamarca Department, Colombia. 
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“Listing Statement” means this CSE Form 2A Listing Statement of the Company, together with all 
Schedules hereto. 

“MCCT” has the meaning set out in Section 4.1 – Narrative Description of the Business – Competitive 
Conditions. 

“MD&A” means Management Discussion and Analysis. 

“NEO” or “Named Executive Officer” means, with respect to the Company, each of the following 
individuals:  

(a) a CEO; 

(b) a CFO;  

(c) each of the three most highly compensated executive officers, or the three most highly 
compensated individuals acting in a similar capacity, other than the CEO and CFO, at the 
end of the most recently completed financial year whose total compensation was, 
individually, more than $150,000, as determined in accordance with subsection 1.3(6) of 
National Instrument 51-102 – Continuous Disclosure Obligations, for that financial year; 
and 

(d) each individual who would be an NEO under paragraph (c) but for the fact that the 
individual was neither an executive officer of the company, nor acting in a similar 
capacity, at the end of that financial year. 

“NI 52-110” means National Instrument 52-110 – Audit Committees. 

“Nirvana I project” has the meaning set out in Section 3.1 – General Development of the Business – 
Three-year history of the Company. 

“NNZ” means NNZ Consulting Corp.  

“NNZ Acquisition” means the acquisition by the Company of 100% of the outstanding NNZ Shares in 
exchange for the issuance of the Consideration Shares to the (former) NNZ Shareholders, which will be a 
“Fundamental Change” transaction for the Company pursuant to Section 1.1 (a) of CSE Policy 8. 

“NNZ Share” means a common share without par value in the capital stock of NNZ. 

“NNZ Shareholders” means the holders of NNZ Shares. 

“NP 46-201” means National Policy 46-201 – Escrow for Initial Public Offerings. 

“Option Plan” has the meaning ascribed to that term under Section 9 – Option to Purchase Securities. 

“Options” means options of the Company.  

“Participants” has the meaning ascribed to that term under Section 9 – Option to Purchase Securities.

“Person” includes 

(a) any corporation, company, limited liability company, partnership, governmental 
authority, joint venture, fund, trust, association, syndicate, organization, or other entity or 
group of persons, whether incorporated or not; and 
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(b) any individual, including in his or her capacity as trustee, executor, administrator, or 
other legally appointed representative. 

“Polar Mesa Claims” has the meaning set out in Section 3.1 – General Development of the Business – 
Three-year history of the Company. 

“Processing Facility” means the GMP-certified processing and extraction facility to be built by the 
Company on the Expansion Land or in a free trade zone. 

“Prost” has the meaning set out in Section 3.1 – General Development of the Business – Three-year 
history of the Company. 

“SAR” means a suspicious activity report that financial institutions must submit under the guidelines of 
the FinCEN Memorandum.  

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

“Sessions Memorandum” has the meaning set out in Section 3.2 – Trends, Commitments, Events or 
Uncertainties – Regulation of Cannabis in the United States Federally – United States Federal Overview. 

“Share” means a common share without par value in the capital stock of the Company. 

“Share Purchase Agreement” means the share purchase agreement pursuant to which the Company will 
acquire all of the issued and outstanding securities of NNZ in exchange for the Consideration Shares. 

“Shareholders” means the holders of the Shares. 

“Staff Notice 51-352” means Staff Notice 51-352 (Revised) – Issuers with U.S. Marijuana Related 
Activities published on February 8, 2018 by the Canadian Securities Administrators.  

“Subscription Receipt Financing” has the meaning ascribed to that term under Section 3.1 – General 
Development of the Business – Financings. 

“Subscription Receipts” has the meaning set out in Section 3.1 – General Development of the Business – 
Financings. 

“THC” means delta-9-tetrahydrocannabinol, a psychoactive chemical compound in cannabis. 

“TSX-V” means the TSX Venture Exchange. 

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

“USAM” means the U.S. Attorney’s Manual.  

“USTP” means the United States Trustee Program.  

“U.S. Farm Bill” means the Agricultural Improvement Act of 2018, federal legislation in the United 
States that, among other things, removed hemp with 0.3% THC or less, its extracts, derivatives, and 
cannabinoids from the CSA, and allowed for federally-sanctioned hemp production in the United States. 

“Warrants” means the outstanding Share purchase warrants of the Company. 
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2. Corporate Structure 

2.1 Corporate Name and Head and Registered Office 

This Listing Statement has been prepared with respect to the Company following the completion of the 
NNZ Acquisition, the closing of the Subscription Receipt Financing and receipt of the CSE Approval. 

NNZ 

The corporate name of NNZ is “NNZ Consulting Corp.” The head office of NNZ is located at Suite 1803, 
888 Pacific Street, Vancouver, British Columbia, V6Z 2S6 and its registered office is located at 10th 
Floor, 595 Howe Street, Vancouver, British Columbia, V6C 2T5. 

The Company 

The corporate name of the Company is “Mota Ventures Corp.” (formerly, “Primary Energy Metals Inc.”). 
The registered office of the Company is Suite 2200, 885 West Georgia Street, Vancouver, British 
Columbia, V6C 3E8 and its head office is 8th Floor, 1199 West Hastings Street, Vancouver, British 
Columbia, V6E 3T5. 

2.2 Jurisdiction of Incorporation  

The Company 

The Company was incorporated as Media Link Technology Corporation under the laws of the Province of 
British Columbia on July 15, 2010. On January 19, 2011, the Company changed its name to Media Cloud 
Systems Inc. On September 14, 2016, the Company changed its name to Bego Advanced Materials Inc. 
On January 26, 2017, the Company changed its name to Primary Cobalt Corp. On August 31, 2018, the 
Company changed its name to Primary Energy Metals Inc. 

On completion of the NNZ Acquisition, the Company changed its name to Mota Ventures Corp. 

NNZ 

NNZ was incorporated under the laws of the Province of British Columbia on April 12, 2019. NNZ has 
one wholly-owned subsidiary, Ihuana, which was incorporated in Bogota, Colombia on January 20, 2017. 
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2.3 Inter-corporate Relationships  

The Company Pre-NNZ Acquisition 

Prior to the NNZ Acquisition, the Company had three wholly-owned subsidiaries, being 1177527 B.C. 
Ltd. (British Columbia), Prost Vanadium Ltd. (British Columbia) and Primary Nirvana Inc. (Delaware). 
In connection with the completion of the NNZ Acquisition, the Company wound-up each of these 
subsidiaries. The chart below depicts the subsidiaries of the Company prior to their wind-up and prior to 
the NNZ Acquisition.  

The Company Post-NNZ Acquisition 

Upon the completion of the NNZ Acquisition, the Company changed its name to “Mota Ventures Corp.”, 
and has two subsidiaries, NNZ and Ihuana. The chart below depicts the subsidiaries of the Company 
following completion of the NNZ Acquisition: 

Mota Ventures Corp. 
(Formerly, Primary Energy Metals Inc.) 

(British Columbia, Canada) 

NNZ Consulting Corp. 
(British Columbia, Canada) 

Ihuana S.A.S. 
(Bogota, Colombia) 

100%

100%

Primary Energy Metals Inc. 
(British Columbia, Canada 

1177527 B.C. Ltd. 
(British Columbia, Canada)

Primary Nirvana Inc. 
(Delaware, USA)

Prost Vanadium Ltd. 
(British Columbia, Canada) 

100% 100%100%
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The Company directly or indirectly owns 100% of the common shares of all entities in its corporate 
organizational structure. The following is a brief summary of each subsidiary. 

NNZ was formed under the laws of the Province of British Columbia on April 12, 2019 as an investment 
holding company for the purpose of acquiring a cannabis asset and listing on a Canadian stock exchange. 
NNZ conducted extensive research on various jurisdictions and identified Colombia as an ideal location 
for the cultivation of non-psychoactive cannabis for the production of CBD and CBD-infused products. 
NNZ has one wholly-owned operating subsidiary, Ihuana, which it acquired on June 12, 2019. NNZ is not 
a “reporting issuer” under applicable securities legislation and its securities are not listed for trading on 
any stock exchange.  

Ihuana was formed on January 20, 2017 and registered on January 25, 2017 pursuant to the laws of the 
Republic of Colombia. Ihuana holds a 100% interest in the Colombian License. In addition, Ihuana was 
granted the registration as a producer of selected cannabis seeds (asexual) pursuant to Resolution 
00027861 of the ICA and holds the Leased Agricultural Land and the Expansion Land. Currently, Ihuana 
is focused on the development of the Cultivation Facility and the Processing Facility.  

Fundamental Change 

On November 4, 2019, the Company entered into the Share Purchase Agreement with arm’s length 
parties, NNZ and the NNZ Shareholders, pursuant to which it proposed to acquire all of the issued and 
outstanding NNZ Shares. NNZ, through its wholly-owned Colombian subsidiary, Ihuana, holds a 100% 
interest in the Colombian License.  

Subject to the terms and conditions of the Share Purchase Agreement, at the closing of the NNZ 
Acquisition, 100% of the NNZ Shares were sold to the Company for the Consideration Shares, pursuant 
to which, among other things, on the Effective Date: 

(a) as consideration for the acquisition of NNZ Shares by the Company, the Consideration 
Shares were issued to the former NNZ Shareholders; 

(b) as a result of the NNZ Acquisition, the Company owns 100% of NNZ; and 

(c) upon completion of the NNZ Acquisition, the Company changed its name to “Mota 
Ventures Corp.”  

The NNZ Acquisition was a reverse-takeover and a Fundamental Change under the CSE Policies as it was 
comprised of a major acquisition that constituted 100% of the Company’s business on completion and 
included a change of control. The CSE Policies require that, prior to the closing of the NNZ Acquisition, 
the majority of the entitled Shareholders approve the NNZ Acquisition. The requisite threshold for such 
majority approval is 50% of the outstanding Shares plus one Share. A majority of the Shareholders 
approved the NNZ Acquisition by signing written resolutions in lieu of a Shareholder meeting. 

Upon completion of the NNZ Acquisition the directors and officers of the Company remained the same. 
The directors of the Company are Joel Shacker, Patrick Morris, Chadwick Clelland and Sam Mithani, and 
the officers of the Company are Joel Shacker as CEO and Szascha Lim as CFO and Corporate Secretary. 

Upon completion of the NNZ Acquisition, the Company changed its name from “Primary Energy Metals 
Inc.” to “Mota Ventures Corp.” Following completion of the NNZ Acquisition, the head office of the 
Company continued to be the 8th Floor of 1199 West Hastings Street, Vancouver, British Columbia, 
V6E 3T5 and its registered office continued to be Suite 2200, 885 West Georgia Street, Vancouver, 
British Columbia, V6C 3E8. 
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The issued and outstanding share capital of the Company prior to the NNZ Acquisition and the 
Subscription Receipt Financing consisted of 23,322,486 Shares and the issued and outstanding share 
capital of NNZ consisted of 39,997,500 NNZ Shares.  

Upon completion of the NNZ Acquisition and the Subscription Receipt Financing, the issued and 
outstanding capital of the Company consists of 80,732,902 Shares. As a result of the series of transactions 
related to the NNZ Acquisition, including the Subscription Receipt Financing, the Company issued 
greater than 100% of the number of equity securities that were outstanding prior to the reverse take-over, 
resulting in a change of control of the Company. Shares held by principals of the Company on completion 
of the NNZ Acquisition are subject to escrow requirements under CSE Policies. Additionally, 14,962,500  
of the Consideration Shares and 1,200,000 Shares issued in connection with the Finders’ Fee are also 
subject to escrow. 

The NNZ Acquisition was contingent on a number of factors, including the completion of the 
Subscription Receipt Financing for gross proceeds of at least $3,500,000 and receipt of CSE Approval, 
both of which were achieved.  

The diagrams below set out the corporate structure of the entities prior to and after completion of the 
NNZ Acquisition. 

Prior to the NNZ Acquisition 

Primary Energy Metals Inc.
(British Columbia, Canada) 

1177527 B.C. Ltd. 
(British Columbia, Canada)

Primary Nirvana Inc. 
(Delaware, USA)

Prost Vanadium Ltd. 
(British Columbia, Canada)

NNZ Consulting Corp. 
(British Columbia, Canada)

Ihuana S.A.S. 
(Bogota, Colombia) 

100% 100%

100%

100%
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After the NNZ Acquisition and Name Change 

2.4 Non-corporate Issuers and Issuers Incorporated Outside of Canada 

This section does not apply to the Company. 

3. General Development of the Business 

3.1 General Development of the Business 

The Company 

The Company was incorporated as Media Link Technology Corporation under the laws of the Province of 
British Columbia on July 15, 2010. On January 19, 2011, the Company changed its name to Media Cloud 
Systems Inc. On September 14, 2016, the Company changed its name from Media Cloud Systems Inc. to 
Bego Advanced Materials Inc. On January 26, 2017, the Company changed its name to Primary Cobalt 
Corp.  

Primary Cobalt Corp. began trading on the CSE on March 9, 2018. On August 31, 2018, the Company 
changed its name to Primary Energy Metals Inc. As of March 31, 2019, the Company’s principal business 
activity was the acquisition, exploration and development of mineral properties in British Columbia, 
Canada and Spain, and the Company was in the exploration stage. 

On July 8, 2019 the Company signed a letter of intent with NNZ to acquire all of the issued and 
outstanding NNZ Shares. NNZ, through its Colombian subsidiary, Ihuana, holds a 100% interest in the 
Colombian License. With the completion of the NNZ Acquisition, the Company will focus its efforts on 
the existing business of NNZ and has changed its name to Mota Ventures Corp. to reflect its activities in 
the South American cannabis sector. The NNZ Acquisition constitutes a Fundamental Change for the 
Company under the CSE Policies and therefore, at the Company’s request, trading in the Shares on the 
CSE was halted on July 9, 2019. See Section 3.2 – Significant Acquisitions and Dispositions for further 
details. 

Mota Ventures Corp. 
(Formerly, Primary Energy Metals Inc.) 

(British Columbia, Canada) 

NNZ Consulting Corp. 
(British Columbia, Canada)

Ihuana S.A.S. 
(Bogota, Colombia)

100%

100%
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Three-year history of the Company 

Mineral Property Interests 

Rocher Déboulé Claims 

On March 31, 2017, the Company entered into a property purchase option agreement to acquire an 
undivided 100% interest in four contiguous mineral claims, comprised of approximately 5,827 hectares, 
located in northwest British Columbia. During the year ended December 31, 2017, the Company staked 
one additional mineral claim immediately adjacent to the four mineral claims, approximately 1,504 
hectares in size. On August 30, 2018 the Company issued 855,000 Shares at a deemed price of $0.065 per 
Share to complete the acquisition of 100 percent of a property in Hazleton, British Columbia.  

On April 18, 2019, the Company entered into a property purchase agreement with Blue Lagoon 
Resources Inc. whereby the Company agreed to sell its 100% interest in the Rocher Déboulé property 
described above for $25,000 in cash and 200,000 common shares of Blue Lagoon Resources Inc. As a 
result of the sale to Blue Lagoon Resources Inc., the Company estimated the fair value of the Rocher 
Déboulé property to be approximately $45,000; accordingly, the Company recorded an impairment of 
$374,694 during the year ended December 31, 2018. 

Exco Claims, Spain 

On July 30, 2018 the Company entered into an agreement with Exco Mining S.A. (“Exco”) to acquire an 
85% interest in mining permits in two cobalt and two vanadium mineral properties located in Spain. The 
agreement required payments in cash and shares to acquire the option, work commitments, past 
expenditures and a consulting agreement, as follows: 

 On signing of the definitive agreement, the Company was required to make cash payments of 59,000 
Euros (36,195 of this was subsequently forgiven, and the remainder was paid during the three months 
ended March 31, 2019) for reimbursement of expenses, repayment of a $158,280 loan (paid) and the 
issuance of 100,000 Shares (issued). The 100,000 Shares were fair valued at $55,000. 

 To earn a 20% interest, the Company was required to make aggregate cash payments of 10,000 Euros 
(approximately $15,600) and issue Shares valued at 40,000 Euros within seven days of the signing of 
the definitive agreement with respect to each of the properties. On September 11, 2018, the Company 
issued the 60,000 Shares at a fair value of $33,000. 

 To earn an additional 30% interest, the Company was required to obtain the issuance of a research 
permit and issue Shares valued at 400,000 Euros (approximately $624,000). 

 To earn the remaining 35% interest, the Company was required to incur 6,592,628 Euros in 
exploration expenditures as follows and as presented in Canadian dollars: 

Property Name 
1st year exploration 

expenditures 
2nd year exploration 

expenditures 
3rd year exploration 

expenditures Total 

Buran $            480,948 $         1,800,786 $         1,058,881 $         3,340,615 

Beatriz 355,758 1,329,853 702,936 2,388,547 

Odin 532,428 1,168,896 480,792 2,182,116 

Altair 527,748 1,364,682 480,792 2,373,222 

Total $         1,896,882 $         5,664,217 $         2,723,401 $       10,284,500 
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Exco agreed to assign all rights to the research permit of Altair to a newly established Spanish subsidiary 
of the Company or as directed by the Company. As at December 31, 2018, the Company had not 
established a Spanish subsidiary. Exco is responsible for all administrative filings necessary to complete 
the assignment, and the Company is responsible for reimbursing Exco. As at December 31, 2018, the 
research permit was not yet issued, and Exco is obligated to hold the research permit once issued in trust 
for the Company.  

The Company also agreed to surrender the rights to research permits to the Buran and Beatriz claims 
effective upon the date of this amended agreement and paid in full the amount owed in connection with 
these research permits totalling $35,605 (22,805 Euros) on January 11, 2019. The Company recorded an 
impairment of $226,158 to the statement of loss and comprehensive loss during the year ended December 
31, 2018. 

Management of the Company decided not to pursue the Altair and Odin projects and recorded an 
impairment of $198,038 to the statement of loss and comprehensive loss during the year ended December 
31, 2018. 

The commitments that were payable in Euros, were stated in Canadian dollars, at an exchange rate of 
$1.56 per Euro as at December 31, 2018. 

The Company continued with the consulting agreement with Exco by contributing 2,500 Euros 
(approximately $3,900) towards the exploration costs on Altair and Odin commencing on January 1, 
2019. During the three months ended March 31, 2019, the Company expensed $3,859 to property 
investigation and due diligence costs on these properties. On September 9, 2019, the Company and Exco 
terminated their July 30, 2018 agreement.  

Nirvana I and La Sal project, Utah 

On September 5, 2018, the Company entered into an agreement with Green Energy Minerals Ltd. to 
acquire a 100% interest in 199 unpatented lode claims in the Polar Mesa area of Utah (the “Nirvana I 
project” or “Polar Mesa Claims”). The agreement required the Company to pay US$180,000 to cover 
staking fees and county and Bureau of Land Management payments and the issuance of the 1,000,000 
Shares (issued), fair valued at $550,000. During the year ended December 31, 2018, the Company paid 
$215,688 (US$162,023).  

On November 6, 2018, the Company entered into a Share Purchase Agreement to purchase 100% of the 
issued and outstanding common shares of Prost Vanadium Ltd. (“Prost”), a private company 
incorporated in the province of British Columbia, which holds a 100% interest in one hundred and 
seventy-six mineral claims located in the La Sal District of San Juan in the State of Utah. The Company 
agreed to acquire from Prost shareholders all of the issued and outstanding shares of Prost, and issued to 
Prost shareholders as consideration 1,200,000 Shares with a fair value of $540,000.  

On January 16, 2019, the Company received a notice of termination of the option on the above two 
properties and, accordingly, the Company recorded an impairment of $1,305,686 to the statement of loss 
and comprehensive loss, during the year ended December 31, 2019. 

Quebec property, Quebec, Canada 

On October 26, 2018, the Company entered into a share purchase agreement to purchase 100% of the 
issued and outstanding common shares of 1177527 B.C. Ltd. (“1177527”), a private company 
incorporated in the province of British Columbia, which holds a 100% interest in thirty-nine mineral 
claims located in the Province of Quebec, Canada. The Company agreed to acquire from 1177527 
shareholders all of the issued and outstanding shares of 1177527 for consideration of $250,000 in cash 
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and 2,000,000 common shares (issued) of the Company which were fair valued at $1,400,000. The 
shareholders of 1177527 subsequently waived the cash payment of $250,000 on April 10, 2019. 

The claims are subject to a 2% net smelter returns royalty on commercial production from the Quebec 
properties owing to Contigo Resources Ltd., one-half of which may be purchased at any time for a cash 
payment of $1,000,000. 

As at December 31, 2018, management of the Company decided not to pursue this project and the 
Company recorded an impairment of $1,450,000 to the statement of loss and comprehensive loss during 
the year ended December 31, 2018. 

Financings 

On March 8, 2018, the Company issued 380,000 Shares at a price of $0.50 per Share for gross proceeds 
of $190,000. On March 8, 2018, through its prospectus offering, the Company issued 460,000 Shares at a 
price of $1.00 per Share for gross proceeds of $460,000. On September 11, 2018, the Company issued 
1,676,780 Shares at a price of $0.75 per Share for gross proceeds of $1,257,585. On June 11, 2019, the 
Company issued 15,160,330 Shares at a price of $0.075 per Share for gross proceeds of $1,137,025. 

On February 20, 2019, the Company executed a Share consolidation on the basis of ten pre-consolidation 
Shares for one post-consolidation Share of the Company. All references to the number of Shares and 
per Share amounts throughout this Listing Statement have been retroactively restated to reflect the 
share consolidation.

The Company sustained losses from operations and did not have sufficient cash to finance its plans and 
required substantial additional capital in order to accomplish its business plan over the next several years. 
Therefore, in connection with the closing of the NNZ Acquisition, the Company completed a concurrent 
Subscription Receipt Financing offering of 12,196,249 subscription receipts (“Subscription Receipts”) at 
a price of $0.30 per Subscription Receipt for aggregate proceeds of $3,658,875 (the “Subscription 
Receipt Financing”). Upon satisfaction of the Escrow Release Conditions, each Subscription Receipt, for 
no additional consideration, automatically converted into one (1) unit of the Company (each, a 
“Conversion Unit”). Each Conversion Unit consists of one (1) Share of the Company (each, a 
“Conversion Share”) and one (1) Share purchase warrant (each, a “Conversion Warrant”) with each 
Conversion Warrant entitling the holder thereof to purchase one (1) additional Share (each, a 
“Conversion Warrant Share”) of the Company at a price of $0.50 per Conversion Warrant Share for a 
period of twenty-four (24) months from their date of issue. The Subscription Receipts were offered in 
Canada and other jurisdictions determined by the Company, including the United States, pursuant to 
exemptions from the registration and prospectus requirements of applicable securities legislation.  

In connection with the completion of the Subscription Receipt Financing, and the conversion of the 
Subscription Receipts, the Company paid finder’s fees of $96,835 and issued 322,786 Conversion 
Warrants to certain arm’s-length third-parties for services rendered in connection with the introduction of 
subscribers to the Subscription Receipt Financing. The proceeds of the Subscription Receipt Financing 
are intended to fund costs associated with the NNZ Acquisition, development of the Company’s business, 
management and related party salaries, research and development, transaction expenses and to fund 
general working capital.

Three-year history of NNZ 

NNZ was formed under the BCBCA on April 12, 2019 as an investment holding company for the purpose 
of acquiring a cannabis asset and listing on a Canadian stock exchange. NNZ conducted extensive 
research on various jurisdictions and identified Colombia as an ideal location for the cultivation of non-
psychoactive cannabis for the production of CBD and CBD-infused products.  
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NNZ identified Ihuana, a Colombian company incorporated on January 20, 2017, as an ideal acquisition 
target. At the time, Ihuana was significantly ahead of the majority of the other cannabis companies in 
Colombia, as it had already received the Colombian License on the Leased Agricultural Land and was 
granted the registration as producer of selected cannabis seeds (asexual), pursuant to Resolution 
00027861 of the ICA. As a result of Ihuana’s strong position in the Colombian cannabis market, NNZ 
completed its purchase of Ihuana on June 12, 2019 pursuant to the Ihuana Purchase and Sale of Shares 
Agreement. In consideration for the acquisition of all of the issued and outstanding shares of Ihuana, NNZ 
issued 7,999,000 NNZ Shares at a price of $0.02 per NNZ Share to the shareholders of Ihuana. In 
addition, on June 12, 2019, NNZ issued a further 6,963,500 NNZ Shares at price of $0.02 per share and 
paid $335,650 (US$250,000) to 1211782 B.C. Ltd., an arm’s-length party, in consideration for assisting 
NNZ with the acquisition Ihuana. NNZ’s acquisition of Ihuana was an arm’s length transaction.   

The Ihuana Purchase and Sale of Shares Agreement contains up to US$750,000 in milestone payments for 
certain vendors for future services to be provided to Ihuana. These milestone payments relate to: (a) 
Ihuana being issued a licence to cultivate psychoactive cannabis in Colombia; (b) the extension of the 
Colombian License to include the Expansion Land; and (c) the change of the location of the Colombian 
License to include the Expansion Land. Each milestone payment is US$250,000 and is to be payable in 
Shares based on the value of the Shares on the CSE on the date the milestone is achieved. 

On June 7, 2019, NNZ completed a financing for gross proceeds of $500,000 by issuing 25,034,900 NNZ 
Shares at a price of $0.02 per NNZ Share. 

Prior to the NNZ Acquisition, Ihuana, operated with a team of five people in Colombia, including 
management, consultants and employees. Following the acquisition of Ihuana by NNZ, Ihuana was 
focused on constructing a test greenhouse on the Leased Agricultural Land, designing a Cultivation 
Facility and sourcing the Expansion Land, which it acquired in October 2019. The Ihuana team also 
sourced suppliers and contractors for the construction of the Cultivation Facility and the equipment for 
the Processing Facility. Ihuana was also in discussions with Fundación Universitaria de Ciencias de la 
Salud, a research hospital with headquarters in Bogota, Colombia, with respect to a CBD research 
partnership.

Significant Acquisitions and Dispositions  

Please refer to Section 3.1 – Three Year History of the Company and Section 3.1 – Three Year History of 
NNZ. 

Capital Structure of the Company 

Prior to the NNZ Acquisition and the Subscription Receipt Financing, the capital structure of the 
Company consisted of: (a) 23,322,486 Shares; (b) 7,580,165 Warrants exercisable at a price of $0.15 until 
June 11, 2021; (c) 46,000 Warrants exercisable at a price of $1.00 until March 7, 2020; (d) 40,000 stock 
options exercisable at a price of $1.00 and expiring on March 9, 2023; and (e) 200,000 stock options 
exercisable at a price of $0.85 expiring October 26, 2023. Aside from the securities listed above, there 
were no other outstanding securities convertible into Shares. 

Capital Structure of NNZ 

The capital structure of NNZ prior to the NNZ Acquisition consisted of 39,997,500 NNZ Shares. There 
are no outstanding securities convertible into NNZ Shares.  
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NNZ Acquisition 

On July 8, 2019, the Company signed a letter of intent with NNZ in contemplation of the NNZ 
Acquisition. On November 4, 2019 the Company entered into the Share Purchase Agreement with NNZ 
and the NNZ Shareholders. NNZ, through its Colombian subsidiary, Ihuana, holds a five-year lease on the 
Leased Agricultural Land, holds a 100% interest in the Colombian License, has a lease and option to 
purchase the Expansion Land and has been granted registration as a producer of selected cannabis seeds 
(asexual), pursuant to Resolution 00027861 of the ICA. The NNZ Acquisition constituted a Fundamental 
Change for the Company under the CSE Policies and therefore, at the Company’s request, trading in the 
Shares was halted on the CSE on July 9, 2019.  

In consideration for the NNZ Acquisition, the Company issued 39,997,500 Consideration Shares to the 
former NNZ Shareholders at an effective price of $0.30 per Share in exchange for all of their NNZ 
Shares. A portion of the Consideration Shares are subject to escrow pursuant to the Share Purchase 
Agreement. The Company also issued 4,000,000 Shares as the Finder’s Fee, 800,000 Shares as the 
Advisory Fee and 416,667 Shares and 416,667 Conversion Warrants as the Consultant Fee.  

Concurrent Financing 

In connection with the NNZ Acquisition, the Company completed the Subscription Receipt Financing for 
gross proceeds of $3,658,875 through the issuance of 12,196,249 Subscription Receipts at a price of 
$0.30 per Subscription Receipt. Each Subscription Receipt automatically converted into one Conversion 
Unit of the Company immediately following completion of the NNZ Acquisition. Each Conversion Unit 
is comprised of one Conversion Share and one Conversion Warrant exercisable at a price of $0.50 for a 
period of twenty-four months following the closing of the NNZ Acquisition. In connection with the 
Subscription Receipt Financing, the Company paid finder’s fees of $96,835 and issued 322,786 
Conversion Warrants to certain arm’s-length third parties who assisted the Company in introducing 
subscribers to the Subscription Receipt Financing. All securities issued in connection with the 
Subscription Receipt Financing are subject to a four-month statutory hold period from the date of closing 
of the Subscription Receipt Financing.  
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Capital Structure of the Company  

Upon completion of the NNZ Acquisition and the Subscription Receipt Financing, the capital structure of 
the Company is outlined below: 

Security Issue/Exercise Price Number of Outstanding Shares 

Undiluted Issued and Outstanding 80,732,902 

Share Purchase Warrants $0.15 7,580,165 

Share Purchase Warrants $1.00 46,000 

Conversion Warrants $0.50 12,196,249 

Conversion Warrants issued to certain 
finders for the Subscription Receipt 
Financing 

$0.50 322,786 

Conversion Warrants issued for the 
Consultant Fee 

$0.50 416,667 

Stock Options $0.85 200,000 

Stock Options $1.00 40,000 

Fully-Diluted Issued and Outstanding 101,534,769 

3.2 Trends, Commitments, Events or Uncertainties 

The most significant trends and uncertainties which management expects could impact its business and 
financial condition are: (i) the changing legal and regulatory regime which regulates the production and 
sale of cannabis, CBD, and cannabis-related products in Colombia and throughout the world; (ii) the 
ability of companies who may receive funds from the sale of cannabis and cannabis-related products to 
adequately track and legally transfer such funds; (iii) changes to Colombian law that would allow the 
importation of cannabis flower into free trade zones for processing; and (iv) the ability of companies to 
raise adequate capital to carry out their business objectives. See Section 17 – Risk Factors and Section 4 – 
Narrative Description of the Business – Legal and Regulatory Environment. 

Following the NNZ Acquisition, the Company’s operations will be subject to a variety of laws, 
regulations and guidelines relating to the production and sale of CBD, health and safety and the conduct 
of operations. Any changes to such laws, regulations and guidelines are matters beyond the control of the 
Company that may cause adverse effects to it operations and financial condition. 

Industry Information 

There are three different strains of cannabis—Cannabis sativa L., Cannabis indica and Cannabis 
ruderalis. Years of selective cultivation of Cannabis sativa L. has produced two sub-types of the strain: 
marijuana and hemp. The two plants differ in terms of appearance and cannabinoid composition, most 
notably in that hemp possesses only trace amounts of the THC found in marijuana. While a distinction is 
drawn between hemp and marijuana both legally and colloquially, scientifically speaking they are the 
same plant and are more properly referred to as Cannabis sativa. The different names have become a 
means by which to draw a distinction between the psychoactive properties of marijuana and hemp, and 
the level of THC which each contains. The difference is that marijuana, with its higher concentration of 
THC and lower concentration of CBD, has psychoactive properties, while hemp, with its lower 
concentration of THC and higher concentration of CBD, does not. In Colombia, non-psychoactive 
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cannabis refers to cannabis that has less than 1.0% THC. When referring to hemp in Colombia, this 
Listing Statement is referring to non-psychoactive cannabis, being cannabis with less than 1.0% THC. 

Medicinal cannabis applies the use of cannabis and its constituent cannabinoids to treat certain diseases or 
relieve chronic symptoms such as pain, muscle spasticity and nausea. Cannabinoids are a group of 
phytochemical compounds in cannabis that have diverse pharmacological effects. Cannabinoids activate 
receptors and signal pathways in various parts of the body, including the immune, reproductive and 
nervous systems, to produce therapeutic as well as recreational effects.  

Both CBD and THC are cannabinoids—chemical compounds—that can be extracted from Cannabis 
sativa L. Even though their chemical structures are similar, CBD and THC target different receptors in 
humans, and therefore carry out different functions. The psychoactive effect is caused by THC, which 
targets cannabinoid receptors in the brain. CBD, on the other hand, exhibits low affinity to cannabinoid 
receptors in the brain and, so far, has proved to have little to do with the psychotropic effect of cannabis.  

CBD is found throughout the seeds, stalk and flowers of cannabis plants – including hemp and marijuana. 
Unlike many of the 100+ cannabinoids that scientists are currently aware of, CBD naturally occurs in 
significant quantities in cannabis, so it is easily extracted from the plant in the form of cannabis oil or 
powders. The Company has chosen to focus its cultivation and extraction efforts on CBD, as it has a more 
lenient regulatory regime in Colombia and throughout the world, while still being in high (and growing) 
demand.  

Colombia 

Colombia has legalized medical cannabis and, on June 6, 2019, Colombia’s Constitutional Court 
overruled a ban on public consumption of medical cannabis (CaseD-12690 – Decision C-253/10), leading 
many industry pundits to believe that legalization of recreational cannabis could be next. Additionally, in 
July 2019, Colombia granted the first commercial export permit for a medicinal CBD isolate, a major 
milestone for the industry in Colombia.  

Issuers with U.S. Cannabis-Related Activities 

The Company is in the early stages of reviewing a potential complimentary acquisition of a business in 
the United States involved in the development of vaporizer technology. The Company may not proceed 
with this acquisition for a variety of reasons, and the review is not at the stage where the Company has 
had an opportunity to review the potential impact of the acquisition on its ability to finance or operate its 
existing business, nor has it had the opportunity to evaluate which U.S. states this business intends to 
operate in and the implications of any federal or state-level regulations which may be applicable. If 
completed, the acquisition could lead to the Company deriving a portion of its revenues from the 
marijuana industry in certain U.S. states where local state laws permit such activities, which industry is 
illegal under United States federal law. Because the Company is evaluating a strategic acquisition of a 
U.S.-based company with ancillary involvement to the marijuana industry, management believes that it 
could be considered to be in the “process of developing marijuana-related activities in the United States”. 
As a result, management has determined that the Company is subject to Staff Notice 51-352.  

On February 8, 2018, the Canadian Securities Administrators published Staff Notice 51-352, which 
provides specific disclosure expectations for issuers that currently have, or are in the process of 
developing, marijuana-related activities in the United States as permitted within a particular state’s 
regulatory framework. All issuers with U.S. marijuana-related activities are expected to clearly and 
prominently disclose certain prescribed information in prospectus filings, listing statements and other 
required disclosure documents.  
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Staff Notice 51-352 outlines three levels of U.S. cannabis industry involvement: 

1. “Direct industry involvement” arises when an issuer, or a subsidiary that it controls, is 
directly engaged in the cultivation or distribution of marijuana in the U.S.; 

2. “Indirect industry involvement” arises when an issuer has a non-controlling investment in 
an entity who is directly involved in the U.S. marijuana industry; and  

3. “Ancillary industry involvement” arises when an issuer provides goods and/or services 
not limited to financing, branding, recipes, leasing, consulting or administrative services 
to third parties who are directly involved in the U.S. marijuana industry.  

The Company is not currently engaged in any capacity in the manufacture, importation, possession, use, 
sale or distribution of cannabis in the medical or recreational cannabis marketplace in the United States. 
The Company has no plans to become directly or indirectly engaged in the manufacture, importation, 
possession, use, sale or distribution of cannabis in the medical or recreational cannabis marketplace in the 
United States, although is considering a potential strategic acquisition in the United States. 

The following table is intended to assist readers in identifying those parts of this Listing Statement that 
address the disclosure expectations outlined in Staff Notice 51-352. 

Industry  
Involvement 

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

Listing Statement Cross 
Reference 

All Issuers with U.S. 
Marijuana-Related 
Activities 

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

The Company is in the early stage 
of evaluating a potential 
acquisition of a company with 
operations ancillary to the U.S. 
marijuana industry. Ultimately, 
the Company may choose not to 
proceed with this acquisition. 
Should the Company proceed 
with the acquisition, see Section 
3.3 – Trends, Commitments, 
Events or Uncertainties – Issuers 
with U.S. Cannabis-Related 
Activities and Section 17 – Risk 
Factors – Risks related to possible 
operations in the United States. 

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

Cover Page (disclosure in bold 
typeface). 

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. 

The Company is in the early stage 
of evaluating a potential 
acquisition of a company with 
operations ancillary to the U.S. 
marijuana industry. Ultimately, 
the Company may choose not to 
proceed with this acquisition. 
Should the Company proceed 
with the acquisition, see Section 
3.3 – Trends, Commitments, 
Events or Uncertainties – Issuers 
with U.S. Cannabis-Related 
Activities and Section 17 – Risk 
Factors – Risks related to possible 
operations in the United States. 
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Industry  
Involvement 

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

Listing Statement Cross 
Reference 

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

Not applicable as of the date of 
this Listing Statement, as the 
Company in the early stages of 
evaluating a potential acquisition 
of a company with operations 
ancillary to the U.S. marijuana 
industry and has not yet 
determined whether it will 
proceed with the acquisition. 
Ultimately, the Company may 
choose not to proceed with this 
acquisition. Should the Company 
proceed with the acquisition, see 
Section 17 – Risk Factors – Risks 
related to possible operations in 
the United States. 

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. 

Not applicable as of the date of 
this Listing Statement, as the 
Company is still evaluating 
whether to proceed with an 
acquisition involving operations 
ancillary to the U.S. marijuana 
industry. Ultimately, the 
Company may choose not to 
proceed with this acquisition. 
Should the Company proceed 
with the acquisition, see Section 
3.3 – Trends, Commitments, 
Events or Uncertainties – Issuers 
with U.S. Cannabis-Related 
Activities and Section 17 – Risk 
Factors – Risks related to possible 
operations in the United States.

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

None at this time. 

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. 

Given the early stage of 
evaluation, the Company has not 
obtained legal advice regarding 
compliance with applicable state 
regulatory frameworks and 
exposure and implication arising 
from United States federal laws as 
they relate to the marijuana 
industry. 

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

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

Not applicable as of the date of 
this Listing Statement. 

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 

Not applicable as of the date of 
this Listing Statement. 
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Industry  
Involvement 

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

Listing Statement Cross 
Reference 

the issuer’s license, 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. 

Not applicable as of the date of 
this Listing Statement. 

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. 

Not applicable as of the date of 
this Listing Statement. 

U.S. Marijuana Issuers 
with material ancillary 
involvement 

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

Not applicable as of the date of 
this Listing Statement due to the 
early stage of the evaluation of a 
potential acquisition in the United 
States. 

Compliance with Applicable State Laws in the United States 

Given the early stage of evaluation noted above, the Company has not obtained legal advice regarding 
compliance with applicable state regulatory frameworks and exposure and implication arising from 
United States federal laws as they relate to the cannabis industry. The Company intends to obtain such 
advice prior to proceeding with any acquisition involving activities in the United States, and ultimately 
may choose not to proceed with an acquisition due to the application of United States federal law, and the 
laws of applicable U.S. states. 

United States Federal Overview 

The Company does not currently have any direct, indirect or ancillary involvement in the United States 
marijuana industry. However, the Company is currently evaluating a strategic acquisition in the United 
States which, if completed, could lead to the Company deriving a portion of its revenues from operations 
that are ancillary to the cannabis industry in certain U.S. states where local state laws permit such 
activities, which industry is illegal under United States federal law. Because the Company is evaluating a 
strategic acquisition of a United States based company with ancillary involvement to the cannabis 
industry, management believes that it could be considered to be in the “process of developing marijuana-
related activities in the United States”.  

Regulation of Cannabis in the United States Federally 

Producing, manufacturing, processing, possessing, distributing, selling, and using cannabis is a federal 
crime in the U.S. The U.S. federal government regulates drugs through the CSA, which places controlled 
substances, including cannabis, on one of five schedules. Cannabis is currently classified as a Schedule I 
controlled substance, which is viewed as having a high potential for abuse and having no currently 
accepted medical use in treatment in the U.S. No prescriptions may be written for Schedule I substances. 
Schedule I drugs are the most tightly restricted category of drugs under the CSA. 

State and territorial laws that allow the use of medical cannabis or legalize cannabis for adult recreational 
use are in conflict with the CSA, which makes cannabis use and possession illegal at the federal level. 
Because cannabis is a Schedule I controlled substance, however, the development of a legal cannabis 
industry under the laws of these states is in conflict with the CSA, which makes cannabis use and 
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possession illegal on a national level. Additionally, the Supremacy Clause of the U.S. Constitution 
establishes that the Constitution, federal laws made pursuant to the Constitution, and treaties made under 
the Constitution’s authority constitute the supreme law of the land. The Supremacy Clause provides that 
state courts are bound by the supreme law; in case of conflict between federal and state law, including 
other state laws legalizing certain cannabis uses, the federal law must be applied. 

Although federally illegal, the U.S. federal government’s approach to enforcement of such laws has 
trended toward non-enforcement. On August 29, 2013, the DOJ issued a memorandum known as the 
“Cole Memorandum” to all U.S. Attorneys’ offices (federal prosecutors). The Cole Memorandum 
generally directed U.S. Attorneys not to prioritize the enforcement of federal cannabis laws against 
individuals and businesses that rigorously comply with state regulatory provisions in states with strictly 
regulated medical or recreational cannabis programs. While not legally binding, and merely prosecutorial 
guidance, the Cole Memorandum laid a framework for managing the tension between state and federal 
laws concerning state regulated cannabis businesses. 

However, on January 4, 2018 the Cole Memorandum was revoked by then Attorney General Jeff 
Sessions, a long-time opponent of state-regulated medical and recreational cannabis. While this did not 
create a change in federal law, as the Cole Memorandum was not itself law, 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. 

In addition to his revocation of the Cole Memorandum, former Attorney General Sessions also issued a 
one-page memorandum known as the “Sessions Memorandum”. The Sessions Memorandum confirmed 
the rescission of the Cole Memorandum and explained the rationale of the DOJ in doing so: the Cole 
Memorandum, according to the Sessions Memorandum, was “unnecessary” due to existing general 
enforcement guidance adopted in the 1980s, as set forth in the USAM. The USAM enforcement priorities, 
like those of the Cole Memorandum, are also based on 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.” 

While the Sessions Memorandum emphasizes that cannabis is a Schedule I controlled substance, and 
reiterates the statutory view that cannabis is a “dangerous drug and that marijuana activity is a serious 
crime,” it does not otherwise indicate that the prosecution of cannabis-related offenses is now a DOJ 
priority. Furthermore, the Sessions Memorandum explicitly describes itself as a guide to prosecutorial 
discretion. Such discretion is firmly in the hands of U.S. Attorneys in deciding whether or not to 
prosecute cannabis-related offenses. 

Until the U.S. Congress amends the CSA with respect to cannabis use, there is a risk that federal 
authorities may enforce current federal law against companies with involvement in the U.S. marijuana 
industry for violation of federal law or they may seek to bring an action or actions against such companies 
for violation of federal law or otherwise. 

Additionally, under U.S. federal law it may potentially be a violation of federal money laundering statutes 
for financial institutions to take any proceeds from sales of cannabis or any other Schedule I substance. 
Banks and other financial institutions could be prosecuted for, and possibly convicted of, money 
laundering for providing services to cannabis businesses. 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 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 offer banking services to state-
sanctioned cannabis businesses. Under these guidelines, financial institutions must submit a “suspicious 
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activity report”, or SAR, as required by federal money laundering laws. These marijuana related SARs are 
divided into three categories: marijuana limited, marijuana priority, and marijuana terminated, based on 
the financial institution’s belief that the marijuana business follows state law, is operating out of 
compliance with state law, or where the banking relationship has been terminated. 

On the same day the FinCEN Memorandum was published, the DOJ issued a memorandum (the “2014 
Cole Memo”) 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 cannabis-related conduct. 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. 

However, former 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 can act as a standalone document which explicitly lists the eight enforcement priorities 
originally cited in the Cole Memorandum. As such, the FinCEN Memorandum remains intact. 

While the FinCEN Memorandum has not been rescinded by the DOJ at this time, it remains unclear 
whether the current administration will follow its guidelines. 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. 

The DOJ is now headed by Attorney General William Barr, who was confirmed to such post by the 
Senate on February 14, 2019, following Attorney General Sessions’ resignation in late 2018 and the 
interim tenure of Matthew Whitaker as Acting Attorney General. Attorney General Barr, who also served 
in such position under President George H.W. Bush, announced that he did not foresee enforcement of 
federal cannabis laws against state-legal actors. “I’m not going to go after companies that have relied on 
the Cole memoranda,” Barr told Senator Cory Booker (D-N.J.) during his confirmation hearings. “My 
approach to this would be not to upset settled expectations and the reliance interests that have arisen as a 
result of the Cole memoranda and investments have been made.” 

While Mr. Barr has made his stance toward the Cole Memorandum clear, he remains skeptical of the 
state-legal cannabis industry in general. He has indicated his support for a broad federal criminalization of 
cannabis, and declared in his confirmation hearings that “[i]t’s incumbent on the Congress to make a 
decision as to whether we are going to have a federal system or whether it’s going to be a central federal 
law.” While this position is somewhat contradictory with respect to his statements regarding the Cole 
Memorandum, it appears that Mr. Barr intends to refrain from initiating prosecutions against state-
compliant actors at this time, and would likely look for Congressional action of some kind prior to 
changing this stance. 

Mr. Barr has made no public comments regarding the FinCEN Memorandum. Because the FinCEN 
Memorandum is not a DOJ memorandum, but from the Department of the Treasury, Mr. Barr would not 
control its revocation. However, Mr. Barr’s stance toward the 2014 Cole Memo indicates that the FinCEN 
Memorandum will continue to guide his decisions regarding enforcement priorities. 
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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 United States. The lack of 
banking and financial services presents unique and significant challenges to businesses operating in and 
ancillary to 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 lack of 
traditional banking and financial services available to businesses operating in or ancillary to the cannabis 
industry. Though the guidelines issued in the past years allow financial institutions to provide bank 
accounts to certain cannabis businesses, few banks have taken advantage of those guidelines and many 
cannabis businesses still operate on an all-cash basis.  

Further, companies with U.S. cannabis operations do not have protection under U.S. bankruptcy laws. 
U.S. bankruptcy laws were adopted to protect financially troubled businesses and to provide for orderly 
distributions to business creditors. All bankruptcy cases are handled in U.S. federal courts, and the DOJ 
has stated that it is the USTP’s position that no assets associated with the cannabis industry can be 
liquidated or restricted following bankruptcy without violating the CSA. In addition, the Director of the 
USTP recently issued a letter to 1,100 trustees who administer bankruptcy cases urging the trustees to 
monitor and report to the DOJ cannabis companies looking to declare bankruptcy. 

If any of the Company’s future 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 the ability to declare or pay dividends and could affect other distributions, 
including the ability to transfer funds.  

For the reasons set forth above, any future investments of the Company in the United States could become 
the subject of heightened scrutiny by regulators, stock exchanges and other authorities. As a result, the 
Company could be subject to significant direct and indirect interaction with public officials if it were to 
engage in operations in the U.S. cannabis industry. 

Enforcement of U.S. federal law is a significant risk to cannabis businesses operating in the United States. 
The rescission of the Cole Memorandum increased the uncertainty and risk associated with the 
enforcement of U.S. federal laws regarding the production, manufacture, processing, possession, 
distribution, sale and use of cannabis. There is no certainty as to how the DOJ, the U.S. Federal Bureau of 
Investigation and other government agencies will handle cannabis matters now that the Cole 
Memorandum is no longer in effect. 

There can be no assurance that the U.S. federal government will not seek to prosecute cases involving 
cannabis businesses notwithstanding compliance with state law. Further, 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. Enforcement of U.S. federal law and any other relevant law is a significant risk 
and an investor’s contribution to and involvement in such activities may result in U.S. federal civil and/or 
criminal prosecution, including forfeiture of his, her or its entire investment. 

Although the Cole Memorandum and 2014 Cole Memo have been rescinded, one legislative safeguard for 
the medical cannabis industry remains in place. U.S. Congress has used a rider provision in the fiscal year 
2015, 2016, 2017 and 2018 Consolidated Appropriations Acts (currently, the “Leahy Amendment”) to 
prevent the U.S. federal government from using congressionally appropriated funds to enforce federal 
cannabis laws against regulated medical-cannabis actors operating in compliance with state and local law. 
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The Leahy Amendment was included in the fiscal year 2019 omnibus appropriations bill signed by 
President Trump on February 15, 2019, meaning that, the Leahy Amendment would be in effect until 
September 30, 2019 when the fiscal year ended. On June 20, 2019, the U.S. House of Representatives 
voted to approve a broader amendment that, in addition to protecting state medical cannabis programs, 
would also protect state recreational cannabis programs. However, on September 26, 2019, the Senate 
Appropriations Committee declined to take up the broader amendment. Instead, the committee approved 
the initial Leahy Amendment for the Fiscal Year 2020 spending bill. On September 27, 2019, the Leahy 
Amendment was renewed as part of a stopgap spending bill and will remain in effect until November 21, 
2019. It is uncertain whether the U.S. Congress will extend this prohibition beyond such expiration date. 
As the Leahy Amendment protects only state medical cannabis actors, there can be no assurance that U.S. 
federal prosecutors will not use DOJ funds to interfere with state adult-use (recreational) cannabis actors. 

When President Trump signed the omnibus appropriations bill containing the Leahy Amendment on 
February 15, 2019, he added a signing statement: 

“Division C, section 537, provides that the Department of Justice may not use any funds to prevent 
implementation of medical marijuana laws by various States and territories. I will treat this provision 
consistent with the President’s constitutional responsibility to faithfully execute the laws of the United 
States.” Inclusion of this signing statement does not appear at this time to indicate a new approach to 
enforcement of federal cannabis laws by the White House, but does illustrate the legal uncertainty 
surrounding the industry. 

Non-psychoactive cannabis in Colombia is defined as cannabis with THC levels below 1.0%. When 
referring to hemp in Colombia, this Listing Statement is referring to cannabis with THC levels below 
1.0%. As a result, cannabis that is considered to be hemp in Colombia may not fall within the parameters 
for legal hemp established by the U.S. Farm Bill, being cannabis with 0.3% THC or less. The Company 
has no intention of selling any products from its Colombian operations in the United States.  

Risks related to companies with ancillary involvement to the marijuana industry in the U.S. are described 
in Item 17 – Risk Factors. 

4. Narrative Description of the Business 

4.1 Narrative Description of the Business 

Prior to the NNZ Acquisition, the Company was a mineral exploration issuer engaged in the business of 
the acquisition, exploration and, if warranted, development of mineral properties. The Company 
conducted limited exploration on its mineral properties, due to, among other things, the uncertainties 
associated with the prices of precious and base metals and other minerals, restrictions on accessing the 
mineral properties due to climate issues, the availability of equity financing for the purposes of mineral 
exploration and development and the global economic climate. See Section 3.1 – General Description of 
the Business for a discussion of the Company’s mineral properties on a property-by-property basis, which 
were disposed of prior to completion of the NNZ Acquisition. 

Following completion of the NNZ Acquisition and the Subscription Receipt Financing, the Company has 
$3,788,591 in available funds and will focus its efforts on the business of NNZ. The Company intends to 
become a global vertically-integrated, low-cost, high-quality producer, exporter and distributor of CBD 
extracts derived from high-CBD non-psychoactive cannabis plants. The Company does not intend to 
produce or sell medicinal or recreational products derived from high-THC cannabis (marijuana) plants.  

The Company’s primary products will be non-psychoactive cannabis and medical-grade CBD extracts 
with no psychoactive effects, which will be available in isolate form, as well as branded CBD extract 
products such as topicals, tinctures and edibles. While non-psychoactive, CBD is associated with anti-
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inflammatory, analgesic and calming benefits. Epidiolex, a prescription CBD drug, has been approved by 
the U.S. Food and Drug Administration to treat certain epilepsy conditions such as Dravets Syndrome and 
Lennox-Gastaut Syndrome.  

Ihuana has secured the Leased Agricultural Land, a 2.5-hectare parcel of land licensed for growing non-
psychoactive cannabis in greenhouses. In October 2019, Ihuana secured a lease and option to purchase the 
Expansion Land, an 11-hectare parcel of land located within close proximity to the Leased Agricultural 
Land, the free trade zone in the municipality of Tocancipa and Bogota. While the Expansion Land is not 
currently licensed to grow cannabis, the Company intends to add to the Expansion Land to the Colombian 
License as an additional licensed parcel of land on which to grow non-psychoactive cannabis. Due to its 
larger size and similar characteristics to the Leased Agricultural Land, the Expansion Land is the 
preferred site for the construction of the Company’s Cultivation Facility and Processing Facility.  

Business Objectives  

Following completion of the NNZ Acquisition and the Subscription Receipt Financing, the Company has 
$3,788,591 in available funds after incurring expenses of $100,000 in connection with the NNZ 
Acquisition and finder’s fees of $96,835 in connection with the Subscription Receipt Financing. Up to 
and including the 12 months following the NNZ Acquisition and the Subscription Receipt Financing, the 
Company expects to pursue the following three business objectives: 

1. Cultivate Non-Psychoactive Cannabis 

The Company intends to build the Cultivation Facility, being a 60,000 square foot greenhouse 
with 50,000 square feet of cultivation area, on the Leased Agricultural Land or the Expansion 
Land. Due the availability of pre-fabricated agricultural infrastructure in Colombia, the Company 
anticipates that construction of the Cultivation Facility will proceed in a timely and cost-effective 
fashion, with its completion scheduled for the second quarter of 2020.  

When fully operational with 50,000 square feet of cultivation space planted, the Cultivation 
Facility is expected to produce 14,400 kilograms of cannabis per year. However, the Company 
anticipates that it will limit the size of its initial crop to 10,000 square feet. The total expected 
cost to purchase the Expansion Land, build-out the Cultivation Facility, amend the Colombian 
License to include the Expansion Land and to the plant, cultivate and harvest the first 10,000 
square feet of non-psychoactive cannabis is $1,061,963. 

2. Process Non-Psychoactive Cannabis to Produce CBD 

The GMP-certified Processing Facility is expected to be located on the Expansion Land, but may 
also be built within a free-trade zone if the law in Colombia changes so that cannabis flower can 
be exported into free trade zones. If the Processing Facility is built on the Expansion Land, 
Ihuana will construct a made-for-purpose building to house the extraction equipment and 
processing agents. If Colombian legislation changes to allow cannabis flower to be exported into 
free trade zones, the Company plans to retrofit an existing structure in the Tocancipa free trade 
zone to contain the extraction equipment and processing agents. See Section 4 – Narrative 
Description of the Business – Legal and Regulatory Environment of Cannabis – Possible 
Changes to Cannabis Laws.  

The build-out of the Processing Facility is expected to include the construction of a new building 
or the deployment of a pre-fabricated building if located on the Expansion Land, or the retrofit of 
an existing building if located in a free trade zone. The cost of construction of a new building 
along with all of the required extraction equipment, including an ethanol extractor and short path 
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distillation extractor, is expected to be approximately $920,000. If the Processing Facility is 
located in the Tocancipa free trade zone, and assuming a suitable existing building is found, the 
costs of retrofitting an existing building may be less than the costs associated with the 
construction of a new building. The Processing Facility is expected to be completed in May 2020. 
The set-up of the extraction equipment within the Processing Facility is expected to be completed 
in the third quarter of 2020. Following construction of the Processing Facility, the expected cost 
of processing the first crop of non-psychoactive cannabis is $55,000. 

3. Sales 

The Company intends to build relationships with parties who can distribute and sell CBD 
concentrates, so that it will have supply contracts in advance of the completion of the above 
objectives. The initial costs associated with developing and negotiating such relationships is 
expected to be approximately $25,000, and will consist primarily of professional and advisory 
fees. 

Milestones 

To achieve the business objective set out above, the following milestones must be met by the Company: 

Objective Milestone Description Estimated Cost Timeframe 

Cultivation Secure Expansion Land(1) $511,963 Q4 2019 

Secure cultivars from Blueberries Medical Corp. A price per seed or 
clone will be 
negotiated  

Q4 2019 

Build cloning facility on Leased Agricultural Land $55,000 Q1 2020 

Build office on Leased Agricultural Land  $20,000 Q1 2020 

Secure contracts to build greenhouses on Leased 
Agricultural Land and Expansion Land 

Included in cost 
directly below 

Q1 2020 

Amend Colombian License to include Expansion Land  $20,000  Q2 2020 

Build greenhouses $400,000 Q2 2020 

Hire agricultural employees Included in cost 
directly below 

Q2 2020 

Plant and cultivate non-psychoactive cannabis(2)(3) $35,000 Q2 2020 

Harvest non-psychoactive cannabis(3) $20,000 Q3 2020 

Processing Construct or retrofit building into Processing Facility $400,000 Q2 2020 

Secure processing equipment and supplies $480,000 Q2 2020 

Set-up Processing Facility $40,000 Q3 2020 

Process first crop of non-psychoactive cannabis $55,000 Q3 2020 

Sales Identify and enter into distribution agreements for CBD $25,000 Q3 2020 

Notes: 
(1) Ihuana has secured a five-year lease on the Expansion Land with an option to purchase the land in the next 12 months for 

COP$1,450,000,002, which is approximately $577,000. Ihuana has made a USD$45,000 deposit on the Expansion Land, and the 
remaining balance owing is approximately $511,963. The Company intends to purchase the Expansion Land in Q4 2019. 

(2) Completion of the planting, cultivation and harvesting of non-psychoactive cannabis in Q3 2020 is dependent on completion of the 
Cultivation Facility in Q2 2020. While the Company anticipates that construction of the Cultivation Facility will progress in a 
timely fashion due to the ready availability of pre-fabricated agricultural infrastructure in Colombia, any delay in construction will 
have a corresponding delay on the production and harvesting of non-psychoactive cannabis. The Company anticipates a lead time of 
approximately 90 days following completion of the Cultivation Facility, before the harvesting of an initial crop can be completed. 
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(3) These costs relate to the planting, cultivation and harvest of the initial 10,000 square feet of non-psychoactive cannabis at the 
Cultivation Facility. 

Total Funds Available 

As at October 31, 2019, the Company had a working capital surplus of $308,267 and NNZ had a working 
capital surplus of $18,284. Upon closing the NNZ Acquisition, the Company will also have access to the 
gross proceeds of the Subscription Receipt Financing in the amount of $3,658,875. After deducting the 
estimated costs associated with the NNZ Acquisition ($100,000) and the finder’s fee owing in connection 
with the Subscription Receipt Financing ($96,835), the Company will have available working capital of 
$3,788,591 . 

The Company expects to use the available capital as follows: 

 Use of Available Funds  Amount  
($) 

Cultivate Non-Psychoactive Cannabis 1,061,963 

Process Non-Psychoactive Cannabis 975,000 

Sales  25,000 

Operating Expenses(1) 1,715,566 

Unallocated funds 11,062 

Note: 
(1) Estimated operating expenses for the next 12 months include expenses associated with: (i) cultivation and agricultural processes 

($220,000); (ii) processing, laboratory and extraction processes ($162,000); (iii) the lease payments on the Leased Agricultural Land 
($48,000); (iv) legal, administrative, regulatory and accounting work ($730,758); and (iv) office, salaries and travel ($554,808). 

The Company estimates that its total cash and cash equivalents are sufficient to meet its cash 
requirements set-out above for the next 12 months. The Company may require additional financing to 
fund its administrative expenses and any proposed acquisitions, if applicable. The Company has 
historically satisfied its capital needs by issuing equity securities or by receiving loans from related 
parties. 

Notwithstanding the proposed uses of available funds discussed above, there may be circumstances 
where, for sound business reasons, a reallocation of funds may be necessary. It is difficult, at this time, to 
definitively project the total funds necessary to effect the planned activities of the Company. For these 
reasons, management of the Company considers it to be in the best interests of the Company and its 
Shareholders to afford management a reasonable degree of flexibility as to how the funds are deployed 
among the uses identified above, or for other purposes, as the need arises. If, as a result of changes in the 
Company’s business, assets, operations or circumstances, the Board and management of the Company 
should determine that the proceeds of the Subscription Receipt Financing should be deployed other than 
as set forth above, the funds shall be allocated on such other business activities and assets as the Board 
and management reasonably determine. Further, the above uses of available funds should be considered 
estimates. See Section 17 - Risk Factors and Forward-Looking Statements. 

Current business of NNZ 

The following outlines the business activities of Ihuana and NNZ since their incorporation on January 20, 
2017 and April 12, 2019, respectively, as of the date of this Listing Statement, and prior to completion of 
the NNZ Acquisition: 
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Activities Description Costs incurred as at the date of the Listing 
Statement 

Obtained license Developed test greenhouse to obtain license US$15,000  

Obtained Colombian License through acquisition 
of Ihuana 

USD$250,000 

Built Colombia team Hired Colombian team and consultants US$120,000 (5 months at US$24,000 per month 
since July 1, 2019) 

Secured Land  Secure Leased Agricultural Land USD$17,000 (5 months at USD$3,400 per 
month since July 1, 2019) 

Secured Expansion Land USD$45,000 deposit paid in October 2019 

Cultivation  Design Cultivation Facility  Nil (Ongoing) 

Processing Design Processing Facility Nil (Ongoing) 

Principal Products and Services 

The Company, through Ihuana, is currently focused on the development of the Cultivation Facility and 
the Processing Facility. Once complete, the Company intends to manufacture crude CBD oil, refined 
CBD isolates and, eventually, its own branded CBD products, including oils, tinctures, vaporizer pens, 
edibles and topicals. Initially, the Company intends to sell CBD isolate wholesale, both within Colombia 
and to Canada and countries in Europe and South America where CBD is legal and in high demand. The 
Company does not intend to sell any CBD products to consumers or third parties in the United States. 

Cultivation and Processing 

Greenhouses 

Ihuana has leased the Leased Agricultural Land and expects to focus on completing the construction of its 
Cultivation Facility, a 60,000 square foot greenhouse space on the Leased Agricultural Land or on the 
Expansion Land – of which 50,000 square feet will be dedicated to plant cultivation. Management 
estimates that the Cultivation Facility will allow a total of approximately 3,125 plants to be growing at 
one time, at four different stages of maturation. This will allow a harvest of approximately 780 plants 
every two weeks. In order to support this growth, management estimates that it will need to dedicate 
1,250 square feet of space to the growth of approximately 62 mother plants, with each mother plant 
providing approximately 50 clones. Additionally, the Company plans to have a 3,500 square foot 
vegetative area for plant development under 18-hour light prior to moving the plants to the natural (12 
hour) sun-lit area of the Cultivation Facility. The remaining 5,250 square feet of the Cultivation Facility 
will be utilized for preparing soil, transplanting, harvesting and other uses as needed.  

Due to the sensitive nature of cloning, the clones will be prepared in a dedicated and purpose-built 
cloning facility, which will be constructed within a shipping container and will be located on the Leased 
Agricultural Land. The Company will also utilize shipping containers as sites for drying cannabis flower 
and as an office space.  

In contrast with expensive standard-model production facilities common to cannabis cultivators in North 
America, the Company will utilize greenhouses that maximize light and heat from the sun, instead of 
from electrical lights and heaters, and cools with passive ventilation and efficient fans, instead of with 
chillers and air conditioners. The greenhouses are expected to be constructed at a fraction of the cost of 
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conventional cannabis production facilities in Canada and the United States as a result of less expensive 
materials and labour, and the ready availability of pre-fabricated agricultural infrastructure in Colombia. 
Also, by utilizing free and abundant natural resources such as sunlight and native soils, instead of 
artificial light and new shipments of potting media for each crop, Ihuana expects to realize significant 
savings in operating expenses. 

The Company has secured an 11-hectare land parcel of flat and cleared grass fields located in the 
Colombian Municipality of Chocontá, within the province of Almeida, department of Cundinamarca on 
which to expand its cannabis production (the “Expansion Land”). In order to add the Expansion Land to 
the existing Colombian License, Ihuana will be required to complete similar procedures and requirements 
that it underwent in order to obtain the Colombian License. Ihuana has entered into a purchase promise 
agreement (the “Expansion Land Purchase Promise Agreement”) to purchase the Expansion Land for 
COP$131,818,182 per hectare (approximately $51,923), being COP$1,450,000,002 for the full 11 
hectares (approximately $571,152). Ihuana has made a deposit of US$45,000 on the Expansion Land and 
the remaining balance of the purchase price is approximately $511,963. Ihuana expects to close on the 
Expansion Land purchase in December of 2019. Pursuant to Expansion Land Purchase Promise 
Agreement, Ihuana also has a right of first refusal to purchase an additional area of 15.1 hectares of land 
that borders the Expansion Land for COP$131,818,182 per hectare (approximately $51,923). In order to 
secure immediate access to the Expansion Land, Ihuana entered into a 5-year year lease on the Expansion 
Land (the “Expansion Land Lease Agreement”). The Expansion Land Lease Agreement provides for a 
12-month period in which the Company can purchase the Expansion Land, with any and all amounts paid 
under the Expansion Land Lease Agreement credited to the purchase price of the Expansion Land. The 
Expansion Land is not in a protected area and is not in conflict with any other legal requirements that 
would prevent it from being added to the Colombian License. 

Processing Facility 

The GMP-certified Processing Facility is expected to be located on the Expansion Land, but may also be 
built within a free-trade zone located in the municipality of Tocancipa, 44 kilometers from Bogota. 
Currently, moving any product into a free trade zone is considered an export, and exporting cannabis 
flower is not allowed. However, there is a draft amendment to Decree 780 proposed by the Colombian 
Ministry of Health that includes a provision that would allow for the exportation of cannabis flower. If 
this draft decree is passed, the Company will likely build or move the Processing Facility to the 
Tocancipa free trade zone. If the Processing Facility is built on the Expansion Land, Ihuana will construct 
a made-for-purpose building to house the extraction equipment and processing agents, and the Company 
is exploring options for the construction of the Processing Facility using shipping containers in order to 
reduce construction lead time. If Colombian legislation changes to allow cannabis flower to be exported 
into free trade zones, the Company plans to retrofit an existing structure to contain the extraction 
equipment and processing agents. See Section 4 – Narrative Description of the Business – Legal and 
Regulatory Environment of Cannabis – Possible Changes to Cannabis Laws.  

Once complete, the Processing Facility must be certified by INVIMA to ensure that it meets GMP 
Standards. The Processing Facility is expected to contain: (i) facilities to dry flowers; (ii) milling areas; 
(iii) extraction areas; and (iv) an area designed for testing THC and CBD levels in cannabis and the 
resulting oil and isolates, as well as for general compliance purposes. GMP Standards are designed to 
minimize the risks involved in any pharmaceutical, food, cosmetic, or any production that cannot be 
eliminated through testing the final product. GMP Standards apply to all facets of CBD oil and isolate 
production, including materials, premises, equipment, training and personal hygiene of staff. GMP 
Standards require a system in place that ensures that products are consistently produced and controlled 
according to defined standards. Detailed written procedures are required for each process that could affect 
the quality of the finished product. In addition, systems must be implemented to provide documented 
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proof that correct procedures are consistently followed at each step in the manufacturing process, every 
time a product is made. The Company will utilize stringent quality assurance and quality control measures 
to ensure that its products are consistent with medicinal cannabis industry standards.  

The build-out of the Processing Facility will consist of all required extraction equipment, including an 
ethanol extractor and short-path distillation extractor. Ihuana has identified a preferred supplier of CBD-
extraction equipment that will also provide operational guidance regarding the equipment. This 
operational guidance will be in addition to the knowledge of management related to the cannabinoid 
extraction processes. The expected cost of this initiative is $920,000, assuming the Company is required 
to fund the construction of a new building. Assuming a suitable existing building is found, the costs of 
retrofitting may be less than the costs associated with construction of a new building. Assuming the 
Company is able to make use of shipping containers in the construction of the Processing Facility, the 
cost of construction of a new building may also be reduced. The Processing Facility is expected to be 
completed in May 2020, although the construction timeframe may vary depending on whether the 
Company is able to retrofit an existing building or utilize shipping containers in the construction of a new 
building. 

Location 

Leased Agricultural Land 

The Leased Agricultural Land consists of 2.5 hectares of flat, cleared grass fields located in the 
Colombian town of Guasca, located in Guavio Province, Cundinamarca Department. Guasca is 
considered to be a safe and secure area and is located approximately 50 km from Colombia’s capital city, 
Bogota. The main highway between Guasca and Bogota is presently being upgraded, and when completed 
is expected to reduce the drive time in half to approximately 45 minutes. The location therefore allows for 
quick access to Colombia’s largest business center and is well suited to supply international markets via 
Bogota’s International Airport, which offers direct flights to major cities throughout the world. The 
Leased Agricultural Land is also in close proximity to the Tocancipa free trade zone.  

The climate in Guasca is dry, cool and overcast, and the temperature in Guasca varies very little—
typically ranging from 6° C to 18°C (43°F to 64°F) and is rarely below 2°C or above 20°C (below 35°F 
or above 68°F). The length of the day in Guasca does not vary substantially over the course of the year, 
staying within 24 minutes of 12 hours throughout, which is important for cannabis cultivation. Guasca 
experiences seasonal variation in monthly rainfall, ranging from 8.4 inches per month to 1.6 inches per 
month, and is moderately windy.  

The greatest operating expense for Ihuana is expected to be labour cost, which in Colombia is 
significantly less than labour costs in Canada or the United States. The low cost of labour eliminates the 
need to acquire expensive automation systems and equipment that are common in North American 
cultivation facilities. Additionally, agriculture is an important employer in the Guasca area, providing for 
ready access to qualified labour and agricultural infrastructure.  

The Expansion Land 

The 11 hectares of Expansion Land consists of flat and cleared grass fields located in the Colombian town 
of Chocontá, in the province of Almeida, department of Cundinamarca. The town of Chocontá is located 
77.9 km or one hour and twenty minutes from Bogota, 39.4 km or 40 minutes away from the free trade 
zone located in the municipality of Tocancipa and 53 km or 55 minutes from the Leased Agricultural 
Land in Guasca. Chocontá is a farming community with existing farming infrastructure and local labour 
available. The property has existing access to power and has fresh water on the property that is zoned for 
agricultural use.  
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The climate in Chocontá is dry, cool and cloudy most of the year, and the temperature in Chocontá varies 
very little—typically ranging from 6°C to 18°C (43°F to 64°F) and is rarely below 1°C or above 20°C 
(below 35°F or above 68°F). The duration of the day in Chocontá does not vary substantially over the 
course of the year, staying within 24 minutes of 12 hours throughout, which is important for cannabis 
cultivation. Chocontá experiences a seasonal variation in monthly rainfall, with an average of 734 mm per 
month, and is moderately windy. 

The property has access to electricity and fresh water that is available for agricultural use. This land was 
chosen for its ideal cultivation conditions, the support of the municipal government and its proximity to 
Bogotá, the Leased Agricultural Land and the free trade zone in Tocancipa. These qualities make this land 
well-suited for the operations of the Company. In order to expand the Colombian License to the 
Expansion Land, Ihuana will be required to amend its Colombian License, which includes undertaking 
similar actions as the Colombian License application, but for a modification derived from changes in the 
land authorized to perform the licensed activities. 

Method of Production 

The Company expects to cultivate non-psychoactive cannabis at its Cultivation Facility. This cannabis 
will then be dried using sunlight and commercial dryers and shipped to the Processing Facility, where the 
cannabinoids will be extracted from the biomass using ethanol extraction and short path distillation.  

Ethanol extraction uses grain alcohol mixed with cannabis biomass to extract the cannabinoids from the 
biomass. The ethanol is then evaporated to leave pure cannabis oil. Ethanol extraction is the least 
expensive and most efficient way to extract crude oil from the cannabis plant and can be scaled up to 
process large amounts of biomass with relatively high yields (30-70% THC or CBD). This process can 
also extract non-flower plant material for additional revenue. 

Short path distillation will be used to process and refine the oil extracted from the cannabis using ethanol 
into CBD isolate. The short path distillation process uses heat and pressure to extract cannabinoids from 
crude cannabis oil and can attain concentrations of 90% CBD isolate. Short path distillation is ideal for 
low-cost cannabis, as it removes any impurities from the plant and is suitable for large scale extraction. 
Because this extraction method removes all cannabinoids, the quality of the input material (the dried 
cannabis) does not factor into the quality of the output material. Therefore, the flavour, look or smell of 
the dried cannabis will not impact the resulting isolate.  

Cannabis Licenses 

According to Colombian law (Decree 613), there are four types of cannabis licenses that authorize 
different activities: 

1) Cannabis Manufacturing License: This license authorizes activities related to the 
transformation of psychoactive cannabis for medical and scientific purposes. The license is issued 
by the Ministry of Health and may include the following activities: manufacture, acquisition, 
import, export, storage, transport, trade, and distribution of psychoactive or non-psychoactive 
cannabis by-products. 

2) Seeds for Sowing License: This license authorizes the management of seeds for cultivation and 
may include acquisition, import, storage, trade, distribution, possession, and final disposal of 
seeds, as well as their export and use for medical and scientific purposes. 

3) Cannabis Psychoactive Cultivation License: This license authorizes the cultivation of high 
THC (greater than 1% THC) medicinal cannabis plants. This license may include cultivation, 
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acquisition, and production of seeds, storage, trade, distribution, and final disposal, as well as 
export and use for medical and scientific purposes. 

4) Non-Psychoactive Cannabis License: This license authorizes the cultivation of low THC (less 
than 1% THC) medicinal cannabis plants. This license may include cultivation, acquisition, and 
production of seeds, storage, trade, distribution, and final disposal of plants, as well as 
manufacture of derivative products for export, industrial or medical or scientific purposes. 

The legal framework currently in force in Colombia regarding medical cannabis is established in the Law 
1787 of 2016 (the “Law 1787”) and the Decree 613 of 2017 (the “Decree 613”), which amended Decree 
780 of 2016. In accordance with Colombia’s international obligations, there is a limit on the amount of 
psychoactive cannabis allowed for fabrication or cultivation assigned by the Colombian Government 
(specific crop or manufacturing quotas) that must be requested when having a Cannabis Psychoactive 
Cultivation License or a Cannabis Manufacturing License. The activities of cultivation and manufacturing 
can only be started once the specific quotas have been granted to the licensee. Importantly, these quotas 
do not apply to Non-Psychoactive Cannabis Licenses and the Company will not be required to meet these 
quotas in order to begin cultivation or manufacturing with respect to its Colombian License.  

Ihuana applied to the Ministry of Justice for the Colombian License on February 1, 2018, and was 
required to comply with the specific requirements contemplated in article 2.8.11.2.5.2 of Decree 613 in 
order to obtain the Colombian License. These requirements included identification of a specific parcel of 
land, evidence of ownership of the land, and descriptions of the various activities that are contemplated 
and the cannabis varieties that will be cultivated. Ihuana’s application was successful, and the Colombian 
License was granted on April 2, 2018 pursuant to Resolution 0275. The Colombian License is a 
“Cannabis Non-Psychoactive Cultivation License” granted by the Ministry of Justice, which authorizes 
the production and cultivation of cannabis grain, derivatives fabrication, industrial or scientific purposes, 
or storage and final disposition. The Colombian License grants Ihuana the right to cultivate non-
psychoactive cannabis plants for: (a) grains and seed for sowing production; (b) manufacture of derivative 
products; and (c) industrial purposes. In accordance with the first paragraph of Article 2.8.11.2.5.1. of 
Decree 613, a manufacturing license for derivatives is not required for non-psychoactive cannabis. As a 
result, companies like Ihuana that currently have a license to cultivate non-psychoactive cannabis – 
defined as having less than 1% THC – do not need a manufacturing license or production quotas to start 
producing at scale.  

Notwithstanding the foregoing, for local sales and exports of CBD products, Ihuana will require 
additional filings and registrations. Any medicinal or food product that is intended to be sold in Colombia 
requires a product registration with INVIMA. In addition, if the product contains controlled substances 
such as CBD, permits from the National Narcotics Fund (National Narcotics Fund or Fondo Nacional de 
Estupefacientes), or “FNE”, are required. The FNE permit process is regulated in Resolution 1478 of 
2006. 

Duration of Licenses 

The Colombian government grants the Cannabis Non-Psychoactive License when the applicant fulfills the 
general criteria described in the article 2.8.11.2.1.5 of Decree 613, which include the submission of 
documentation identifying legal representatives, along with financial statements, and the specific 
requirements for each type of license. Licenses are not transferable, exchangeable or assignable and are 
valid for five years and may be renewed for an equal period as many times as requested by the licensee. 
Licenses may not be granted to individuals or legal persons who intend to carry on licensed activities on 
lands that are in national parks or in protected areas established by the National System of Protected 
Areas. The Colombian government maintains the right to monitor the activities performed by the 
corresponding licensee. 
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Registrations with ICA 

There are two types of registrations with ICA  

1. Registration as Producer of Selected Seeds (Productor de Semilla Seleccionada): Pursuant to 
Article 2.8.11.2.3.4 of the Decree 613 of and Resolution 3168 of September 2015 of ICA, this 
registration grants cannabis producers the authorization to produce selected cannabis seeds 
(asexual) for their own use. 

2. Registration under the National Register of Commercial Strains (Registro Nacional de Cultivares 
Comerciales): Pursuant to Article 2.8.11.11.1 of Decree 631 of 2018, licensed producers of 
cannabis who intend to commercialize their specific strains (or cultivars) must register their 
commercial cultivars with ICA. This registration is made under Resolution 3168 of ICA and 
allows licensed producers to register unique and stable varieties of cannabis for commercial 
production within Colombia. Licensed producers can then request from ICA a registration trial, 
which is a field flowering trial with the supervision of ICA officials. The data collected in these 
trials can lead to registration of the cultivar in the National Registrar. Only registered varieties 
can be produced commercially. 

Approval from the Colombian Agricultural Institute (Instituto Colombiano Agropecuario) 

Ihuana was granted the productor de semilla seleccionada registration – that is, the registration as 
producer of selected cannabis seeds (asexual), pursuant to Resolution 00027861 of the ICA. This 
registration means that it has been authorized to produce selected non-psychoactive cannabis seeds 
(asexual) for its own use. This is not a registration of a particular strain or commercial cultivar, and 
Ihuana does not currently have a strain registered. 

Ihuana does intend to register the commercial cultivar “IH1” with ICA at the Registro Nacional de 
Cultivares Comerciales. This is a requirement for growing a cultivar for eventual commercial sales. The 
cultivar registration of IH1 will allow Ihuana to advance its cultivation processes and to obtain 
registration as an agronomic evaluation unit and as a plant breeding unit. This is significant because the 
agronomic evaluation and the plant breeding unit will allow Ihuana to cultivate, market and process the 
cannabis strain.  

Seasonality 

Colombia offers the ideal climate for the year-round growing and processing of all possible varieties of 
cannabis in a natural, environmentally-friendly manner. Located near the equator, there are no seasons or 
cyclicality related to growing in Colombia. Management believes that this will give the Company a 
significant competitive advantage over its international competitors. The year-round growing cycle 
afforded by the Colombian climate and environment provides natural and consistent 12-hour light cycles. 
In addition, its temperate climate maximizes the cycles and production yields of cannabis plants.  

Foreign Operations 

The Company will initially operate in Colombia as it anticipates that its cost structure within Colombia 
will be competitive on the international market, while concurrently providing a product that meets all 
quality norms to be exported to the most demanding markets. The Company will look to export its 
products to Europe and other Latin American nations where CBD is legal, including Argentina, Chile, 
Peru and Mexico. The Company will also evaluate acquisitions of and partnerships with cannabis-related 
companies in jurisdictions outside of Colombia.  
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The Company has no plans to become directly or indirectly engaged in the manufacture, importation, 
possession, use, sale or distribution of cannabis in the medical or recreational cannabis marketplace in the 
United States. However, the Company is currently evaluating a potential strategic acquisition in the 
United States of a company with operations with ancillary involvement in the U.S. marijuana industry. 
For a discussion on the federal legislative landscape in the United States with respect to cannabis, please 
refer to Section 3.2 – Trends, Commitments, Events and Uncertainties – Regulation of Cannabis in the 
United States Federally.  

Employees 

As at the date of this Listing Statement, the Company has five full-time employees, including two in 
Colombia and three in Canada. The Company also has four part-time consultants working in Canada 
under contract.  

Leases 

As at the date of this Listing Statement, the Company has entered into lease agreements for the following 
real property: 

 The Leased Agricultural Land 
o Guasca, located in Guavio Province, Cundinamarca Department, Colombia  
o 2.5 hectares of licensed land 
o Term expires May 2024 
o Company has option to renew 

 The Expansion Land 
o Chocontá, located in Almeida Province, Cundinamarca Department, Colombia 
o 11 hectares of unlicensed land 
o Term expires October 2024 
o Option to purchase for COP$131,818,182 per hectare (approximately $51,923), with an 

option to acquire an additional 15.1 hectares of land at the same price per hectare  
o All lease payments credited towards land purchase  

 The Company’s head office 
o Vancouver, British Colombia, Canada 
o Term: Expires June 30, 2020 
o Company has option to renew 

Specialized Skill and Knowledge 

Cultivating and extracting non-psychoactive cannabis requires specialized skill and knowledge. The 
management and operational team of the Company has extensive experience in the cannabis industry and 
will apply their knowledge to the Company’s efforts to give it an advantage in a market where demand for 
CBD is expanding and the need to keep costs down and quality high is paramount. The Company’s 
management will guide a multidisciplinary team that will involve growing, harvesting, extracting, 
processing and selling through to commercialization. The management team of Ihuana has extensive 
experience operating in the Colombian business environment, and the Company has hired a Canadian 
cultivation expert who will design the Colombian operations. 
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Biographies of the Company’s Directors and Officers are set out in Section 13 – Directors and Officers
and biographies of NNZ’s Master Grower and Colombian management team are set out below. 

Craig Marley, Master Grower, Age: 30 

Mr. Marley has extensive experience cultivating cannabis for the medical market and served as the head 
grower for one of Canada’s first Licensed Producers, Canna Farms Ltd. During his time at Canna Farms 
Ltd., Mr. Marley was the Quality Assurance Officer and was responsible for the design, construction and 
operations of their large-scale cultivation operations, as well as navigating the complicated compliance 
regulations of Health Canada. He has also developed proprietary genetics of over 100 strains of cannabis 
and had over 350+ strains of cannabis lab tested. Mr. Marley will devote approximately 50% of his time 
to the affairs of NNZ and Ihuana. Mr. Marley is a contractor of NNZ and has not entered into a non-
disclosure agreement or a non-competition agreement with NNZ or the Company. 

Patricio Villalba, Manager for Colombia, Age: 46 

Mr. Villalba will be responsible for overseeing the operations of Ihuana. Mr. Villalba has more than 20-
years of experience in Latin America in the development and direction of exploration, production, 
logistics and marketing projects in the oil & gas and mining industry, especially in Colombia and Mexico. 
Mr. Villalba’s work in the resource industry in Latin America has focused on logistics, and he has 
excelled at achieving economic efficiencies, on-time delivery of projects and effective commercialization. 
He has served as an officer for various energy companies, including Oleum Energy, Coal and Energy 
SAS, Conceluar SA, and has participated on several boards, including Stratus Energy Corp., El Electra 
SAS. Most recently, Mr. Villalba sat on the board of directors of Blueberries Medical Corp., a CSE-listed 
company with Colombian cannabis operations. Mr. Villalba will devote 100% of his time to the affairs of 
NNZ and Ihuana. Mr. Villalba is a contractor of NNZ and has not entered into a non-disclosure agreement 
or a non-competition agreement with NNZ or the Company. 

Juan Nicolas Caceres, Country Manager, Age: 35 

Mr. Caceres works to coordinate all tasks and meetings between the Colombian team and the Canadian 
team. He is well versed in Colombian cannabis laws, as well as real estate and development in Colombia. 
Mr. Caceres has 10 years of experience in operations and business development, and currently works with 
Colliers Colombia. He is a partner and director of Caceres y Ferro Finca Raiz, a Colombian property 
management company based in Colombia and Colliers Colombia. He is a Systems Engineer by training 
and holds a Master’s Degree in Computer Science from Universidad de Los Andes in Bogota Colombia, 
with a focus on software development and business architecture. Mr. Caceres will devote approximately 
50% of his time to the affairs of NNZ and Ihuana. Mr. Caceres is a contractor of NNZ and has not entered 
into a non-disclosure agreement or a non-competition agreement with NNZ or the Company. 

The loss of any member of the management team of the Company, or NNZ, could have a negative impact 
on business and operating results. In addition, an inability to hire, or the increased costs of new personnel, 
including members of executive management, could have a material adverse effect on the Company’s 
business and operating results.  

Branding and Marketing 

Branding is expected to be a significant part of the Company’s long-term plan. The Company will look to 
consult with experts that can brand and market products within the geographic areas in which it operates. 
The Company will also look to acquire CBD product brands that are able to enter into existing and new 
geographic markets.  
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Sales and Distribution 

The Company will look to acquire existing distribution networks and expertise through corporate 
acquisitions and will also evaluate joint ventures with certain European and Latin American companies 
that have CBD distribution networks. 

The Company will also continue to build relationships with various research institutions, such as the 
Fundación Universitaria de Ciencias de la Salud in Bogota, in order to test and distribute CBD extract 
formulations locally in Colombia, and will identify and enter into CBD distribution agreements in the 
Colombian market. 

Revenues 

The Company and its wholly-owned subsidiaries, NNZ and Ihuana, do not currently have any revenue. 

Raw Materials 

In respect of the raw materials required for the production of cannabis and CBD oil, the Company will 
require cannabis seeds and cuttings, soil, water, electricity, fertilizer, various nutrients and ethanol. The 
Company intends to source the majority of its non-GMO feeder stock seed material through the legally 
established channels set forth by the Colombian government, including seeds and cuttings from “mother 
plants” from Blueberries Medical Corp., a cannabis cultivator with operations focused in Colombia and 
Argentina. Additionally, in certain situations where a specific strain is deemed to be important to 
developing a medical market formulation and domestic source plant material is not readily available, the 
Company may import seeds from legally licensed international seed vendors. Electricity and water for 
growing are expected to be obtained from municipal sources, and soil will be obtained from the property 
itself. Fertilizer and various other nutrients will be obtained from various suppliers based on the demand 
from the cultivation schedule. Ethanol for the extraction of CBD from hemp biomass is expected to be 
sourced from various suppliers in Colombia.  

Intangible Properties 

The Company’s intangible property consist of its Colombian License. The Colombian License is valid for 
five years and can be renewed. 

Lending and Investment Polices and Restrictions 

The Company does not have any formal policies with respect to lending, nor is it in the business of 
lending funds. However, from time to time, the Company may advance funds under various lending 
structures as determined by the Board. Prior to the NNZ Acquisition, the Company advanced NNZ a 
credit facility of $250,000 at an interest rate of 10% per annum, which was repayable within 90 days in 
the event the NNZ Acquisition did not proceed. The purpose of the credit facility was to allow NNZ to 
continue to advance the operations of Ihuana in Colombia. NNZ drew down the full $250,000 from the 
credit facility prior to the completion of the NNZ Acquisition.  

Bankruptcies 

Neither the Company, nor NNZ, have been party to any bankruptcy, receivership or similar proceeding in 
the three most recently completed years. 

Restructuring Transactions 

Except for the NNZ Acquisition and the adoption of a new set of articles at its 2018 shareholders meeting, 
the Company has not been party to any material restructuring transaction in the past three years, and there 
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are currently no material restructuring transactions planned for the Company for the current financial 
year. 

Social and Environmental Policies 

Given their current stage of development, neither the Company, NNZ or Ihuana have, or are expected to 
have, any social or environmental policies in place.  

Competitive Conditions 

Colombia 

Management believes that Colombia is an ideal location to operate vertically integrated cannabis 
operations due to its favourable regulatory regime, fertile growing conditions, low labour costs and access 
to South American markets. The country has legalized medical cannabis. In addition, new legislation that 
would legalize the production and consumption of marijuana for recreational purposes has been proposed. 
The initiative to legalize cannabis is led by opposition Senator Gustavo Bolivar, who presented a draft 
project to Congress to regulate the consumption, production, distribution and sales of recreational 
cannabis. The draft project passed its first debate on September 24, 2019 before the First Commission in 
Congress and is scheduled to be debated in Colombia’s Congress and Senate. The draft project will be 
required to pass seven debates to become law and, if it does, will create a legal recreational cannabis 
market in Colombia. Additionally, on July 25, 2019, the Colombian government granted approval for the 
commercial export and sale of CBD isolate—providing a regulatory roadmap for the Company to export 
CBD isolate once it begins production. 

Being near the equator, Colombia has consistently warm climate conditions, year-round sunlight and 12-
hours of light per day. Cultivating cannabis in Colombia also provides a significant cost advantage due to 
its abundant natural water supply, excellent soil quality and inexpensive labour and construction costs. 
Whereas Canada has minimum wages ranging from $11.40 – $15.00, Colombia’s minimum wage is 
approximately $2.00 per hour. These cost saving factors allow production costs for medical-grade 
cannabis to reach under $0.20 per gram compared to $1.40 - $3.00 per gram in industrialized countries 
such as Canada. Colombia also provides access to Latin America and Europe, where many countries have 
legalized or have begun to legalize cannabis and CBD for medical and/or recreational purposes. 

Stable, Democratic Government  

Colombia is a republic, characterized as a democratically elected representative system with a president 
as its head of state and head of the executive.7 The Colombian legislature is made up of a 108-member 
Senate and a 171-member Chamber of Representatives. Colombia has a multitude of political parties and 
coalitions divided along ideological or single-issue lines and changes in who holds political office at both 
the national and regional level is common.8 On June 17, 2018, Iván Duque Márquez of the right-wing 
Centro Democrático party was elected president and took office on August 7, 2018.9 Political conditions 
in Colombia are generally stable, and Colombia is Latin America’s oldest and most stable democracy. For 
more than a century, the country has experienced peaceful changes of government every four years as 
citizens have elected government representatives in free and fair elections in a political environment that 

7 “Country Report – Colombia,” Economist Intelligence Unit, 18 July 2018, page 19.
8 Freedom House, “Freedom in the World 2018 - Colombia Profile” online: <https://freedomhouse.org/report/freedom-
world/2018/colombia>. 
9 “Country Report – Colombia,” Economist Intelligence Unit, 18 July 2018, page 21. 
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supports full freedom of the press. However, despite this stability in the cities, large portions of the 
country remain in the control of armed groups, despite efforts to advance peace processes.10

Colombia is the third-largest country in Latin America after Mexico and Brazil, with an estimated 
population of nearly 50 million people. Colombia’s population density is thin, despite being one of the 30 
largest countries in the world, with just 41 people per square kilometer (106 per square mile), which ranks 
173rd in the world. Colombia has recently undergone an extraordinary transformation as the country has 
made great progress in restoring security and stability and advancing policies that have led to significant 
social advancement and economic growth.  

Foreign Direct Investment (FDI) 

According to data published by the Colombian Central Bank, foreign direct investment, or “FDI” inflow, 
that reached the UNCTAD’s 2019 World Investment Report11, Colombia’s FDI inflows decreased in 
2018, to US$11 billion, compared to US$13.8 billion in 2017. Colombia was ranked the 24th top 
exporting developing economy in the world. While security conditions have improved in Colombia, 
investment remains highly dependent on extractive industries (mining and energy projects). The United 
States is the largest investor in the country, while the European Union is the largest FDI provider 
geographically.  

Foreign investment in Colombia is regulated by Law 9 of 1991, Decree 1068 of 2015 (second Book, Part 
17, Titles 1 and 2) as modified by Decree 119 dated January 26, 2017, External Resolution 8 of 2000 and 
Regulatory External Circular DCIN-83 (Ch. 7) from the Central Bank. Colombia’s legislative framework 
provides for equal treatment of foreign and domestic investments. Any investment of capital from abroad, 
whether direct or in a portfolio, that is made in Colombian territory, including Colombian free trade areas, 
by non-Colombian residents, is considered a foreign investment. Any investment made by a person who 
does not qualify as a resident of Colombia for foreign exchange purposes will qualify as a foreign 
investment. Foreign investment is permitted in all sectors, except in activities related to defense, national 
security and toxic waste handling and disposal. If foreign investments are lawfully registered investments 
in Colombia, foreign investors are able to remit abroad the profits resulting from the activities to which 
the investment was directed as well as the principal and any capital gains. 

Income Tax on Economic Activities 

Colombian companies and individuals deemed residents for taxation purposes are taxed on their 
worldwide income. Non-resident corporations and individuals are taxed on their Colombian sourced 
income. Entities engaged in business cooperation agreements, including joint ventures, are taxed as 
separate taxpayers. Companies are subject to income tax at a rate of 33% in 2018. Companies with a tax 
base of COP$800,000,000 (approximately US$231,000) or greater are subject to an additional tax 
surcharge of 4% in 2018. Colombia’s income tax regime presumes that a corporation’s net income for tax 
purposes will, at a minimum, equal 3.5% of the corporation’s net equity as calculated at December 31 of 
the prior year. The corporate tax rate is applied to the presumptive income. Corporations are subject to the 
presumptive income whenever the net income of the current taxable year is lower than the presumptive 
income. Capital gains are those profits arising from the disposition of assets which have been part of the 
fixed assets of the taxpayer for a period of at least two calendar years and are taxed at a rate of 10%. 
Capital losses may only be offset with capital gains over the following 12 taxation years. 

10 Freedom House, “Freedom in the World 2018 - Colombia Profile” online: <https://freedomhouse.org/report/freedom-
world/2018/colombia>. 
11 “United Nations Conference on Trade and Development – World Investment Report 2019” online: 
<https://unctad.org/en/PublicationsLibrary/wir2019_en.pdf>
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Tax on Dividends 

The tax treatment of dividends distributed to Colombian resident individuals differs depending on 
whether tax on the dividends was first paid by the corporation. If the dividends were taxed at the 
corporate level, they are subject to a progressive tax rate ranging from 0% to 10%. If the dividends were 
not taxed at the corporate level, they are subject to a 35% tax rate.  

In the last case, the 0-10% dividends tax rate will be applied once the 35% rate has been deducted. The 
tax treatment of dividends distributed to Colombian resident corporations similarly varies based on 
whether tax was first paid by the corporation distributing the dividend. If tax was paid on the dividends by 
the corporation distributing the dividends, the dividends do not constitute taxable income in the hands of 
the recipient corporation. If tax was not paid by the distributing corporation, dividends are subject to tax 
at a rate of 33% (2018). 

Dividends distributed to Colombian residents will be subject to a Canadian withholding tax at a rate of 
20% which is creditable for income tax purposes.  

Value-Added Tax 

The Value Added Tax, or “VAT”, is a 19% indirect national tax applied on: (i) services rendered in 
Colombia for any individual or corporation, regardless of its place of incorporation or tax residency; (ii) 
services rendered from abroad which are intended to benefit Colombian individuals or companies; (iii) the 
sale or import of goods; (iv) the first sale of residential units with a price exceeding approximately 
US$285,000; and (v) the sale or transfer of intangible assets related to industrial property. In most cases, 
VAT does not apply to the sale of fixed assets or export of goods and services. VAT does not apply to 
expressly excluded goods or services, including most groceries, energy, pharmaceuticals, medical 
services, certain transportation services, residential tenancies, education services, tickets (i.e. cultural 
events, sporting events, movies) and certain services related to agricultural activities. Various other 
products and services are exempt from the application of VAT, including the export of services (provided 
that certain conditions are complied with) and tourism services. Generally, VAT paid by a corporation 
may be treated as an input tax credit if the good or service acquired is related to a VAT-taxable activity 
and can be characterized as an expense for tax purposes.  

Free Trade Zone 

Free trade zones within Colombia provide numerous benefits including: 

 50% income tax savings; 
 no VAT for equipment purchased inside Colombia; and 
 no import duties for equipment and raw materials. 

Medicinal Cannabis Consumption Tax 

Law 1819 of 2016 created a Medicinal Cannabis Consumption Tax (the “MCCT”) levied on the sale of 
any manufactured products that contains psychoactive or non-psychoactive cannabis. The MCCT is 
assessed at a rate of 16%. The MCCT cannot be used as an input tax credit for VAT purposes. In other 
words, the MCCT cannot be creditable for VAT purposes but can be treated as a deductible expense for 
income tax purposes. The taxpayer is the buyer or producer of cannabis that submits cannabis to a 
transformation process. According to Colombian tax law, transformation is understood as: (i) any process 
that implies changing the form of cannabis; (ii) any transmutation of flowering tops or with fruit, in any 
other product; or (iii) obtaining a derivative through any mechanical, physical, chemical or biological 
process from psychoactive or non-psychoactive cannabis. These derivatives include, among others, oils, 
resins, tinctures, extracts or plant materials from cannabis plants. 
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Land Usage 

In Colombia, municipal and district authorities can regulate the use of land in their territory through the 
following instruments: (i) Land Management Schemes (for territorial entities with a population of less 
than 30,000 inhabitants); (ii) Basic Plans of Territorial Organization (for territorial entities with a 
population between 30,000 and 100,000 inhabitants); and (iii) Land Management Plans (for territorial 
entities with a population greater than 100,000 inhabitants).  

Through these instruments, the municipal or district authority classifies the land to establish its uses and 
the restrictions or prohibitions in the development of particular activities in the territory. It can be 
classified as urban land, urban expansion land, rural land, sub-urban land and protected land. The owner 
of a project or work must confirm that the activity is in accordance with the corresponding ordering 
instrument (being the Plan de Ordenamiento Territorial, Plan Basico de Ordenamiento Territorial or 
Esquema de Ordenamiento Territorial) but does not preclude an individual’s obligation to get urban 
permits for the construction of buildings. 

Legal and Regulatory Environment of Cannabis  

Highlights of Cannabis Legalization in Colombia 

Law 1787 of 2016 enacted by the Colombian Congress, Decree 613 and regulatory resolutions (577, 578 
and 579 of August 8th of 2017 enacted by the Ministry of Justice and resolutions 2891 and 2892 of 2017 
enacted by the Ministry of Health) formed a legal framework that regulates the actions of any company in 
Colombia working with cannabis for medical and scientific purposes. 

Background – Drug Policies in Colombia Prior to Cannabis Legalization  

Prior to the legalization of medicinal cannabis in Colombia, drug policies were punitive in nature and 
heavily influenced by other international jurisdictions. While Colombia initially took a liberal approach to 
cannabis use in the early 20th century, its stance on prevention and prosecution became increasingly 
influenced by the stringent policies of the United States and the broader global community. During the 
second half of the 20th century, Colombia implemented policies with severe sanctions targeting all aspects 
and actions relating to the production and distribution of narcotics.

Cannabis Legalization Framework and Oversight of the Colombian Cannabis Industry 

The Colombian government’s increasingly pragmatic and liberal approach to cannabis culminated in the 
adoption of Law 1787. Throughout the 20th century, Colombia’s lawmakers followed a global agenda that 
imposed strict prohibitions and harsh sanctions on drug use and trafficking. While certain domestic social 
conditions hindered the prospect of permitting a specifically medicinal use of an illicit drug, Colombia 
has changed course and constructed a legal framework with mechanisms to introduce and regulate the use 
of cannabis for medicinal purposes.  

With Law 1787 and Decree 613, Colombia’s regulatory framework has developed five legal and 
administrative orders that control the operation of the cannabis sector, as follows:

1. Resolutions 577, 578 and 579 of August 8, 2017, enacted by the Ministry of Justice, regulate the 
cultivation of non-psychoactive and psychoactive cannabis. 

2. Resolutions 2891 and 2892 of 2017, enacted by the Ministry of Health, regulate the production or 
manufacturing of cannabis derivatives (extracts). The resolutions define whether the derivatives 
are to be used in the national market as raw material for final medical products or if they are to be 
exported to international markets. 
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3. If the derivative is going to be used in the national market, it can be used as a synthetic or 
prescription drug, or a final product regulated by Decree 677 of 1995, developed in Resolutions 
3183 of 1995, 1087 of 2001, and 1124, 1160 of 2016. 

4. The final product sold to the public may be a herbal or branded mass market phytotherapeutic 
product, which is a category regulated by Decree 2266 of 2004. Per Decree 613, derivatives 
extracted from cannabis cannot be commercialized as final products without sanitary approval 
from INVIMA, the regulatory body responsible for defining the final products that have access to 
the market. A sanitary permit is required to commercialize derivatives as herbal or synthetic 
products. The regulatory framework (Decree 613 of 2017 and Decree 2200 of 2005) allows the 
introduction of prescription preparations with cannabis. Prescription preparations are customized 
prescription products that do not require a sanitary permit as they are not mass market 
phytotherapeutic products with standardized characteristics, but they must be prepared by a 
license holder in a laboratory that meets GMP Standards. 

5. If a product or extract will be exported, the license holder must obtain a permit from the FNE 
allowing for the delivery of cannabis. The permit process is regulated in Resolution 1478 of 2006, 
which is an administrative order that also regulates the quotas that Colombia requests from the 
International Narcotic Control Board.

Possible Changes to Cannabis Laws 

The Colombian Ministry of Health has announced a draft amendment to Decree 78012 proposing changes 
to Colombia’s cannabis regulations. One of the proposed changes would allow for the exportation of 
cannabis flower into free trade zones. This change could have significant implications for companies 
cultivating and exporting cannabis in Colombia. Currently, moving any product into a free trade zone is 
considered an export and the export of cannabis flower is not allowed. However, if this proposed change 
is accepted, cannabis companies could take advantage of the financial incentives in the free trade zones, 
including less customs interference and fewer taxes and tariffs. Although the timing and likelihood of this 
change is not known, if approved, the Company expects that it would build its Processing Facility within 
a free trade zone. 

Environmental Regulations Authorities 

The Ministry of the Environment and Sustainable Development is the authority for environmental 
management, planning, regulation and policy-making. In addition, the National Agency of Environmental 
Licenses, regional autonomous corporations and urban environmental authorities are responsible for 
granting licenses and permits within their jurisdictions (collectively, the “Environmental Authorities”). 
The following are the environmental licenses and permits: 

 Environmental licenses – The environmental license is the authorization granted by the 
Environmental Authorities for any given project, work or activity that may cause damage to 
renewable natural resources or the environment, or have a significant impact on the landscape. An 
environmental license must be obtained prior to initiating any project, work or activity. The license 
must include all permits, authorizations or concessions for the use of any renewable natural resources 
required for the project. Whenever an environmental license is required, the specific permits must be 
requested within the same license application.  

12 The new draft decree would modify the same section of Decree 780 that was previously modified by Decree 613. 
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 Environmental permits – Projects involving the use of the following natural resources require a 
specific permit: forest use, dumping of sewage, hazardous waste management, water concession 
(surface water and underground water use) and atmospheric emissions.  

Environmental Responsibility 

Under Colombian law, liability for environmental damage follows land ownership and creates a 
presumption of liability in case of: (i) breach of environmental laws; (ii) environmental damage; and (iii) 
breach of environmental license or any other administrative act emanating from the Environmental 
Authorities. The Environmental Authorities may investigate potential claims, authorize preventative 
measures or impose sanctions on parties breaching environmental law. General principles of 
environmental law are set out in Law 99 of 1993. Article 9 of the National Code of Natural Resources and 
Protection of the Environment establishes principles governing the use of natural resources, including the 
fact that such use must occur without causing harm to the interests of the community or to third parties. 
Parties that cause environmental damage while acting under the authority of a permit are responsible for 
remediating the damage. The imposition of environmental sanctions is in addition to any civil and 
criminal penalties that may be imposed. Environmental damage caused while a party is acting without a 
license constitutes a breach of Law 99 of 1993 and may lead to the imposition of sanctions and possibly 
civil or criminal proceedings. Parties that cause environmental damage, in addition to sanctions or 
penalties that apply, will also be required to carry out studies to assess the characteristics of the damage. 

The Company does not anticipate that environmental protection requirements will have a material 
financial or operational effect on its capital expenditures, earnings or competitive position in the current 
financial year or in future years. 

Economic Dependence and Changes to Contracts 

Over the next 12 months, the Company does not foresee any renegotiation or termination of its contracts. 
Any renegotiation or termination of its lease agreement for its Leased Agricultural Land, the Expansion 
Land Lease Agreement, or the Expansion Land Purchase Promise Agreement, could affect its ability to 
set up its Cultivation Facility. The Colombian License is subject to renewal every five years, and the 
Company does not foresee any issue in renewing it. If the Company is unable to renew the Colombian 
License, this would materially impact its ability to operate within Colombia and execute its business plan. 

4.2 Asset-backed Securities 

The Company does not have any asset-backed securities outstanding. 

4.3 Companies with Mineral Projects 

The Company has disposed of its mineral projects.  

4.4 Companies with Oil and Gas Operations 

The Company does not have any oil and gas operations. 
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5. Selected Consolidated Financial Information  

5.1 Selected Financial Information 

Selected Financial Data of the Company 

The following table provides a brief summary of the financial operations of the Company. For more 
detailed information, refer to the financial statements of the Company for the six-month interim period 
ended June 30, 2019 (unaudited), and fiscal years ended December 31, 2018, 2017 and 2016.  

Description 
Interim Period ended 

June 30, 2019 
($) 

December 31, 
2018 
($) 

December 31, 
2017 
($) 

December 31, 
2016 
($) 

Total Revenues nil nil nil nil 

Net and Comprehensive 
Income (Loss) 

Total (325,992) (4,945,578) (142,395)  (5,904)  

Per Share (0.03) (1.49) (0.14) (0.00) 

Total Assets 960,649 123,165   336,112 13,924 

Total Long-Term Liabilities nil nil nil nil 

Cash Dividends nil nil nil nil 

Selected Financial Data of NNZ 

The following table provides a brief summary of the financial operations of NNZ for the period from 
incorporation on April 12, 2019 to June 30, 2019, and should be read in conjunction with such audited 
financial statements. 

Description Period from Incorporation until June 30, 2019 
($) 

Total Revenues nil 

Net and Comprehensive Income (Loss) 

Total (144,359) 

Per Share (0.01) 

Total Assets 738,237 

Total Long-Term Liabilities nil 

Cash Dividends nil 

For more detailed information, see Schedule “C” – Financial Statements of NNZ. 
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Selected Financial Data of the Company after the NNZ Acquisition and Subscription Receipt 
Financing 

The following table summarizes selected financial data of the Company as at June 30, 2019, giving effect 
to the NNZ Acquisition and Subscription Receipt Financing as if they had been completed as of June 30, 
2019. For more detailed information, please refer to the pro-forma consolidated financial statements of 
the Company for the period ended June 30, 2019.  

Description Period ended June 30, 2019 
($) 

Cash and cash equivalents 4,425,685 

Total Assets 5,105,925 

Total Long-Term Liabilities nil 

For more detailed information, see Schedule “E” – Pro forma Financial Statements. 

5.2 Summary of Quarterly Results 

Quarterly Results of the Company 

The table below sets out the revenue, income (loss) and income (loss) per Share of the Company for the 
past eight most recently completed quarters. 

Quarter Ended 
Revenue 

($) 
Income (Loss) 

($) 
Income (Loss) per Share 

($) 

September 2019 nil (211,404) (0.01) 

June 2019 nil (252,140) (0.02) 

March 2019 nil (73,852) (0.01) 

December 2018 nil (4,012,932) (1.21) 

September 2018 nil (553,270) (0.21) 

June 2018 nil (131,789) (0.06) 

March 2018 nil (247,587) (0.15) 

December 2017 nil (60,544) (0.06) 

5.3 Dividends 

The Company 

The Company did not pay dividends during the interim six-month period ended June 30, 2019 or any of 
the three previously completed financial years. The Company intends to retain any earnings to finance 
growth and expand its operations and does not anticipate paying any dividends on the Shares in the 
foreseeable future. 

5.4 Foreign GAAP 

This section is not applicable to the Company.  
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6. Management’s Discussion and Analysis 

The Company 

The Company’s MD&A for its most recent financial year ended December 31, 2018 and the six-month 
period ended June 30, 2019 is attached as Schedule “B” hereto. 

NNZ 

NNZ’s MD&A for the period ended June 30, 2019 is attached as Schedule “D” hereto. 

6.12 Proposed Transactions 

For further details concerning the expected impact of the NNZ Acquisition and the Subscription Receipt 
Financing on the Company’s financial condition, results of operations and cash flows, see the unaudited 
pro forma consolidated statement of financial position of the Company prepared by its management as of 
June 30, 2019, giving effect to the NNZ Acquisition and Subscription Receipt Financing as if it had been 
completed as of June 30, 2019. 

7. Market for Securities 

Prior to the NNZ Acquisition and CSE Approval, the Company’s Shares were listed for trading on the 
CSE under the symbol “PRIM”. Upon completion of the NNZ Acquisition and CSE Approval the 
Company is listed for trading on the CSE under the symbol “MOTA”. 

8. Consolidated Capitalization 

The Company completed a share consolidation on the basis of one (1) new Share for every ten (10) old 
Shares effective at the close of business on February 19, 2019. All references to the number of Shares and 
per Share amounts in this Listing Statement have been retroactively restated to reflect the share 
consolidation. 

9. Options to Purchase Securities 

As of the date of this Listing Statement, the Company has 240,000 Options outstanding under its ten 
percent (10%) rolling stock option plan (the “Option Plan”). Pursuant to the Option Plan, Options may 
be granted to officers, directors, employees and consultants (the “Participants”) of the Company or its 
Affiliates, subject to the rules and regulations of applicable regulatory authorities and the CSE. The 
purpose of the Option Plan is to advance the interests of the Company, through the grant of options, by: 
(a) providing an incentive mechanism to foster the interests of the Participants in the success of the 
Company; (b) encouraging Participants to remain with the Company; and (c) attracting new directors, 
officers, employees and consultants.  

Category Number of Options  Exercise Price per Share ($) Expiry Date 

All executive officers and 
directors of the Company 

40,000 
100,000 

$1.00 

$0.85 

March 9, 2023 
October 26, 2023 

All other employees of the 
Company 

Nil Nil Nil 

All consultants of the 
Company 

100,000 $0.85 October 26, 2023 
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10. Description of Securities 

10.1 Description of the Company’s Securities  

The Company is authorized to issue an unlimited number of Shares without par value. Prior to the 
completion of the NNZ Acquisition and the Subscription Receipt Financing, there were 23,322,486 
Shares issued and outstanding as fully paid and non-assessable shares. Upon completion of the NNZ 
Acquisition and the Subscription Receipt Financing (including the warrants issued to certain finders of 
subscribers of the Subscription Receipt Financing, the Finder’s Fee, the Advisory Fee and the Consultant 
Fee) the Company has 80,732,902 Shares issued and outstanding as full paid and non-assessable Shares. 

Upon completion of the NNZ Acquisition and the Subscription Receipt Financing (including the warrants 
issued to certain finders of subscribers for the Subscription Receipt Financing, the Finder’s Fee, the 
Advisory Fee and the Consultant Fee), the Company has 20,561,867 Warrants and 240,000 options 
outstanding, of which: (i) 46,000 Warrants are exercisable at a price of $1.00 per Share until March 7, 
2020; (ii) 7,580,165 Warrants are exercisable at a price of $0.15 per Share until June 11, 2021; (iii) 
12,935,702 Warrants are exercisable at a price of $0.50 per Share until November 28, 2021; (iv) 40,000 
options are exercisable at a price of $1.00 per Share until March 9, 2023; and (v) 200,000 options are 
exercisable at a price of $0.85 per Share until October 26, 2023. 

The Shareholders are entitled to dividends if, as and when declared by the Board. The Shareholders are 
also entitled to one vote per Share at meetings of the Shareholders and, upon liquidation, to share equally 
in such assets of the Company as are distributable to the Shareholders. 

There are no pre-emptive rights, no conversion or exchange rights, no redemption, retraction, purchase for 
cancellation or surrender provisions. There are no sinking or purchase fund provisions, no provisions 
permitting or restricting the issuance of additional securities or any other material restrictions, and there 
are no provisions which are capable of requiring a security holder to contribute additional capital. 

10.2 – 10.6 Miscellaneous Securities Provisions 

The Company is not listing any securities other than the Shares, and there will be no modifications of the 
terms of the Shares. As a result, none of the matters set out in sections 10.2 to 10.6 of CSE Form 2A are 
applicable to the share structure of the Company. 

10.7 Prior Sales of Shares 

The Company 

The prior sales of securities of the Company for the past 12 months are listed in the following table: 

Date Issued Number and Type Issue or Exercise 
Price Per Share(1)

($) 

Aggregate Issue 
($) 

Nature of 
Consideration 

November 28, 2019 416,667 Shares 0.30 125,000.00 Consultant Fee 

November 28, 2019 416,667 Warrants 0.50 Nil Consultant Fee 

November 28, 2019 322,786 Warrants 0.50 Nil Finders’ Fee 

November 28, 2019 4,000,000 Shares 0.30 1,200,000.00 Finder’s Fee 

November 28, 2019 
800,000 
Shares 

0.30 240,000.00 Advisory Fee 

November 28, 2019 39,997,500 0.30 11,999,250.00 NNZ Acquisition 
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Date Issued Number and Type Issue or Exercise 
Price Per Share(1)

($) 

Aggregate Issue 
($) 

Nature of 
Consideration 

Shares 

November 4, 2019 
12,196,249 

subscription receipts  
0.30 3,658,874.70 Private Placement 

June 11, 2019 15,160,330 Shares 0.075 1,137,024.75 Private Placement 

June 11, 2019 7,580,165 warrants 0.15 Nil Private Placement 

NNZ 

The prior sales of securities of NNZ since inception on April 12, 2019 are listed in the following table: 

Date Issued Number and Type Issue Price Per 
Share(1)

($) 

Aggregate Issue 
($) 

Nature of 
Consideration 

June 12, 2019 
6,963,500 common 

shares 
0.02 139,270.00 

Consulting 
Agreements 

June 12, 2019 
7,999,000 common 

shares 
0.02 159,980.00 Acquisition of Ihuana 

June 7, 2019 
25,034,900 common 

shares 
0.02 500,698.00 Financing 

10.8 Stock Exchange Price 

The Company’s Shares previously traded on the CSE under the trading symbol “PRIM”. Following the 
completion of the NNZ Acquisition and the CSE Approval, the Company trades on the CSE under the 
stock symbol “MOTA”. The following table sets out trading information for the Shares on a monthly 
basis for each month of the current quarter and the immediately preceding quarter, as well as on a 
quarterly basis for the next preceding seven quarters prior to the date of this Listing Statement:  

Month Ended High 
($) 

Low 
($) 

Trading Volume 

October 2019(1) n/a n/a n/a 

September 2019(1) n/a n/a n/a 

August 2019(1) n/a n/a n/a 

July 2019(1) 0.40 0.30 223,602 

June 2019 0.35 0.10 868,479 

May 2019 0.105 0.08 191,280 

April 2019 0.12 0.08 612,700 

Quarter Ended 

March 2019 0.15 0.105 350,652 

December 2018 0.035 0.025 1,500,300 
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Month Ended High 
($) 

Low 
($) 

Trading Volume 

September 2018 0.075 0.045 1,211,650 

June 2018 0.095 0.04 1,900,500 

March 2018 0.15 0.13 221,000 

December 2017(2) n/a n/a n/a 

September 2017(2) n/a n/a n/a 

Notes: 
(1) At the request of the Company, trading in the Shares on the CSE was halted on July 9, 2019, pending the completion of the NNZ 

Acquisition. 
(2) The Company was listed on the CSE in 2018 and there is no trading data for 2017. 

11. Escrowed Securities 

The Company is classified as an “emerging issuer”, as defined under NP 46-201. As required under the 
CSE Policies, principals of the Company have entered into an escrow agreement with the Company and 
the Escrow Agent, substantially in the form attached as an Appendix to NP 46-201 (Form 46-201F1) (the 
“Escrow Agreement”). Additionally, pursuant to the terms of the Share Purchase Agreement, 14,962,500 
of the Consideration Shares issued in connection with the NNZ Acquisition are subject to escrow, and a 
further 1,200,000 Shares issued in connection with the Finders’ Fee are subject to escrow. The holders of 
the Shares that are subject to escrow have entered into an Escrow Agreement.  

Effective upon the closing of the NNZ Acquisition, the following securities of the Company are held in 
escrow:  

Designation of Class Held in 
Escrow(1) Number of Securities in Escrow(2) Percentage of Class 

Common Shares 17,611,149 21.81%(3)

Warrants 666,682 3.24% 

Notes: 
(1) The Escrow Agent is the depositary for these securities. 
(2) Includes securities held by the principals of the Company prior to the Subscription Receipt Financing (being 1,448,649 Shares and 

666,682 Warrants), 14,962,500 of the 39,997,500 Consideration Shares and 1,200,000 Shares of the 4,000,000 Shares issued as the 
Finders’ Fee. 

(3) Based on 80,732,902 Shares issued and outstanding upon completion of the NNZ Acquisition and the Subscription Receipt 
Financing. 

Escrow releases will be scheduled at periods specified in NP 46-201 for emerging issuers. 10% of the 
Shares will be released from escrow on the date that the Shares commence trading on the CSE followed 
by six subsequent releases of 15% each, every six months thereafter. 

12. Principal Shareholders 

12.1 - 12.2, 12.4 - Principal Shareholders 

To the knowledge of the directors and officers of the Company, upon completion of the NNZ Acquisition, 
there are no Shareholders that beneficially own, directly or indirectly, or exercise control or direction 
over, Shares of the Company carrying more than 10% of the voting rights attached to all outstanding 
Shares. 
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12.3  Voting Trusts

To the knowledge of the Company, no voting trust exists within the Company such that more than 10% of 
any class of voting securities of the Company are held, or are to be held, subject to any voting trust or 
similar agreement. 

13. Directors and Officers  

13.1 – 13.3, 13.5, 13.11 Directors and Officers 

The Articles of the Company provide that the number of directors should be no fewer than three if the 
Company is public and not fewer that one if it is private. Each director of the Company is elected 
annually and holds office until the next annual general meeting of the Company or until his or her 
successor is duly elected, unless his or her office is earlier vacated, in accordance with the Articles of the 
Company. 

The following table lists the names, municipalities of residence, position and office, principal occupation 
during the past five (5) years and the number of Shares that are beneficially owned, directly or indirectly, 
or over which control or direction will be exercised, for each of the directors and officers of the Company 
upon completion of the NNZ Acquisition: 

Name, Municipality of 
Residence and Position 

Held 

Principal Occupation for Past 
Five Years 

Year First 
Elected or 
Appointed 

Number of 
Shares 

Beneficially 
Owned or 

Controlled as at 
the Date of the 

Listing 
Statement(1)

Percentage of 
Issued and 

Outstanding 
Shares(2)

Joel Shacker(3) 

Director, CEO and President 

Vancouver, British 
Columbia, Canada 

Associate at Stadnyk and Partners 
(2018-2019); Consultant and 
Director for Weekend Unlimited 
Inc. (January 2018 to February 
2019); President of Ananda 
Technologies (2015-2017); Chief 
Operating Officer at CanPac 
Investment Corp. (2015); Equipment 
sales representative at A&W Canada 
(2013-2015). 

April 18, 
2019 

266,666 0.33% 

Szascha Lim 
CFO and Corporate Secretary 

Vancouver, British 
Columbia, Canada

Accountant at Vancouver Coastal 
Health (2014); Accountant at 
WorkSafeBC (2015-2016); 
Accountant at a financial advisory 
and management firm (August 2016 
– Present). 

June 3, 
2019 

Nil N/A 

Patrick Morris(3) 

Director 

Vancouver, British 
Columbia, Canada 

CEO of the Company (February 
2017 to May 2019); Mr. Morris also 
acts as a corporate consultant and 
has served as a director and officer 
of several publicly listed companies. 

February 
14, 2017 

515,283(4) 0.64% 
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Name, Municipality of 
Residence and Position 

Held 

Principal Occupation for Past 
Five Years 

Year First 
Elected or 
Appointed 

Number of 
Shares 

Beneficially 
Owned or 

Controlled as at 
the Date of the 

Listing 
Statement(1)

Percentage of 
Issued and 

Outstanding 
Shares(2)

Sam Mithani 
Director 

Vancouver, British 
Columbia, Canada 

Chief Technology Officer and 
Director at Eyecarrot Innovations 
Corp., a TSX-V listed technology 
company (2016-present), Founder of 
Magnolia, a boutique IT 
development company (2015-
present); Chief Information Officer 
at Triggerfox (June 2013 to January 
2015). 

April 29, 
2019 

Nil N/A 

Chadwick Clelland(3) 

Director 

Surrey, British Columbia, 
Canada 

Co-founder of Medicalmarijuana.ca 
(2009); Co-founder of Greenleaf 
Medical Clinic (2011); Co-founder 
and Chief Operating Officer at 
Folium Life Science Inc. (2013 – 
2019). 

October 28, 
2019 

1,000,033 1.24% 

Notes: 
(1) The information as to voting securities beneficially owned, directly or indirectly, is based upon information furnished by the directors and 

officers of the Company. 
(2) Based on 80,732,902 Shares issued and outstanding upon completion of the NNZ Acquisition and the Subscription Receipt Financing. 
(3) Member of Audit Committee.  
(4) 315,333 of these Shares are held in the name of Enermetal Ventures Inc., a private company wholly owned by Patrick Morris. Patrick 

Morris also holds 140,000 Options. 

All of the directors of the Company are appointed to hold office until the next annual general meeting of 
Shareholders or until their successors are duly elected or appointed, unless their office is earlier vacated. 
The directors and officers of the Company beneficially own, directly or indirectly, as a group, 1,781,982 
Shares representing approximately 2.21% of all outstanding voting securities of the Company and 1.79% 
of all outstanding voting securities of the Company on a fully diluted basis. 

Principal Occupation or Employment During the Past Five Years of Directors and Officers 

Brief descriptions of the biographies for all of the officers and directors of the Company are set out 
below. Unless otherwise stated, each of the below-named directors and officers has held the principal 
occupation or employment indicated for the past five years. 

Joel Shacker, Chief Executive Officer, President and Director, Age: 29 

Mr. Shacker entered the cannabis space by founding Ananda Technologies Inc., a cannabis extraction 
company specializing in licensing proprietary extraction formulas of medical cannabis for research 
purposes. Mr. Shacker has worked extensively in the cannabis and finance space over the past six years 
and has sat on the board of directors of the CSE-listed cannabis company, Weekend Unlimited Inc. While 
at Weekend Unlimited Inc., Mr. Shacker also acted as a consultant and led the company’s expansion into 
international cannabis markets in Jamaica and oversaw the development of its operations there. He has 
also served as Chief Operating Officer of CanPac Investment Corp., an investment company, and as an 
Associate at Stadnyk and Partners, a venture capital and advisory firm. Mr. Shacker holds an Honours 
Business Administration degree from Ivey Business School, specializing in finance. Mr. Shacker will 
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devote 100% of his time to the affairs of the Company. Mr. Shacker is a contractor of the Company and 
has not entered into a non-disclosure agreement or a non-competition agreement with the Company. 

Szascha Lim, Chief Financial Officer and Corporate Secretary, Age: 26 

Ms. Lim holds a Bachelor of Commerce degree with honours from the University of British Columbia, 
specializing in Accounting and holds a CPA designation. Ms. Lim has extensive experience working with 
public companies in an accounting capacity. She has worked with companies in cannabis, junior mining 
and exploration. Ms. Lim will devote approximately 20% of her time to the affairs of the Company. Ms. 
Lim is a contractor of the Company and has not entered into a non-disclosure agreement or a non-
competition agreement with the Company. 

Chadwick Clelland, Director, Age: 42 

In 2009, Mr. Clelland co-founded Medicalmarijuana.ca which became an information portal for 
thousands of patients, doctors and growers. The focus was consultation and education on how to navigate 
the legal Canadian medical marijuana program and grow your own medication. Through this company he 
and his team have helped thousands of Canadians find legal, safe medication. The team has also 
consulted, designed and submitted dozens of applications to the government under the Marihuana for 
Medical Purposes Regulations, Access to Cannabis for Medical Purposes Regulations and the Cannabis 
Act.  

In 2011, Mr. Clelland co-founded Greenleaf Medical Clinic, where he served as a director and patient 
educator. It is a specialized clinic that offers one-on-one education services and assessments for 
chronically ill patients. There are over 3,500 doctors in Canada that refer their patients to Greenleaf 
Medical Clinic. It is now recognized as a training facility by the University of British Columbia and offers 
preceptorships to physicians, nurse practitioners and pharmacists.  

After being asked to consult with Health Canada for their new cannabis regulations, Mr. Clelland and his 
partners applied in 2013 to become a Licensed Cannabis Producer under the Marihuana for Medical 
Purposes Regulations. His main role was to design the facility around the regulations, security and Good 
Production Practises. After successfully passing their federal security clearances, Folium Life Science 
Inc., a cannabis company, was approved for cannabis cultivation in June of 2018. A year later they were 
awarded their medical sales license. His roles as a founder have included Chief Operating Officer, head of 
security, alternate master grower and alternate responsible person in charge. 

Mr. Clelland will devote approximately 25% of his time to the affairs of the Company. Mr. Clelland is a 
contractor of the Company and has not entered into a non-disclosure agreement or a non-competition 
agreement with the Company. 

Sam Mithani, Director, Age: 55 

Dr. Mithani graduated from the University of Waterloo with a Ph.D. in Organic Chemistry and entered 
the pharmaceutical industry. Over the next eleven years he took on increasingly senior roles, including 
VP, Technical Services in the Fine Chemical Division at Apotex Inc., where he gained experience leading 
a large multi-disciplinary, multisite team in a regulated environment, encompassing analytical services, 
quality control, instrument integration and validation, IT/IS infrastructure, security systems, as well as 
enterprise software engineering. Dr. Mithani left Apotex Inc. to follow his passion for Mac and iOS 
development at Indusblue Inc., where he took a leading role in the development of a number of award-
winning IOS apps. Over the next two years, Dr. Mithani led Freshbooks’ Android initiative and 
Triggerfox Corporation’s iOS team, prior to their acquisition by Influitive Corporation. More recently, as 
the CTO of a new start-up with partners from Indusblue, he established a SaaS magazine platform and 
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contract development services, specializing in Xamarin, Android and iOS development. Dr. Mithani is 
currently leading the Technology development at Eyecarrot Innovations Corp. as CTO, and Director. He 
has successfully developed the Binovi Platform, which leverages hardware, software and machine 
learning to drive human vision performance.  

Mr. Mithani will devote approximately 10% of his time to the affairs of the Company. Mr. Mithani is a 
contractor of the Company and has not entered into a non-disclosure agreement or a non-competition 
agreement with the Company. 

Patrick Morris, Director, Age: 50 

Mr. Morris is an entrepreneur and capital markets executive with experience in a number of industries 
including resource exploration, pharmaceutical cannabis, blockchain technologies and finance. He has 
15 years of capital markets experience raising funds for microcap companies and executing corporate 
development strategies. Mr. Morris has taken numerous companies public through initial public offerings 
and reverse takeover transactions. Mr. Morris co-created and co-produced Canada’s first nationally 
syndicated radio show about growth stock opportunities broadcast on fourteen of the top-rated news talk 
stations across Canada.  

Mr. Morris will devote approximately 25% of his time to the affairs of the Company. Mr. Morris is a 
contractor of the Company and has not entered into a non-disclosure agreement or a non-competition 
agreement with the Company. 

Emerging Markets 

The Board recognizes that its principal operations are located in an emerging market and is sensitive to 
the risks associated with operations in Colombia. The directors have a sufficient understanding of the 
legal, regulatory, political and cultural risks impacting the Company as a result of its operations in 
Colombia.  

The Company has one full-time employee located in the Vancouver office who is fluent in Spanish, and 
the management team in Colombia speaks Spanish and English. In addition, the Company has retained 
English-speaking legal counsel in Colombia with expertise in the Colombian cannabis industry to assist 
with ongoing compliance and regulatory issues. The Company’s Colombian subsidiary, Ihuana, reports 
directly to management in Canada, and the Company’s CEO will travel to Colombia as required to 
facilitate efficient development of the Cultivation Facility and the Production Facility.  

The Company has corporate policies in place that address risk management issues associated with 
operating in emerging markets. Further, to manage the political risks of operating in Colombia, the 
Company will actively monitor and analyze the political landscape in Colombia. The Company’s 
strategic, operational and investment plans will be adjusted where required to mitigate risks. The Audit 
Committee oversees the monitoring of internal controls to mitigate risks associated with operating in 
Colombia.  

13.4 – Board Committees of the Company 

Audit Committee 

The overall purpose of the Audit Committee is to assist the Board in fulfilling its oversight 
responsibilities with respect to: (a) the financial reporting process and the quality, transparency and 
integrity of the financial statements and other related public disclosures; (b) internal controls over 
financial reporting; (c) compliance with legal and regulatory requirements relevant to the financial 
statements and financial reporting; (d) ensuring that there is an appropriate standard of corporate conduct 



53 

for senior financial personnel and employees including, if necessary, adopting a corporate code of ethics; 
the external auditors’ qualifications and independence; and (e) the performance of the internal audit 
function and the external auditor. The Company has adopted a Charter of the Audit Committee. 

The members of the Audit Committee of the Company are Joel Shacker, Chadwick Clelland and Patrick 
Morris. One member of the Audit Committee, Mr. Morris, is an independent director in accordance with 
NI 52-110. In light of his position as President and CEO of the Company, Mr. Shacker is not independent. 
Mr. Morris is also not considered to be independent under NI 52-110 in light of his position as the former 
CEO and a former director of the Company within the past three years. All members are “financially 
literate” within the meaning of Section 1.6 of NI 52-110 as a result of their prior financial experience in a 
management capacity, as directors, or as members of audit committees of public companies.  

13.6 13.7 and 13.9 – Corporate Cease Trade Orders, Bankruptcies, Penalties or Sanctions 

Except as disclosed below, no director, officer, or Shareholder holding a sufficient number of securities of 
the Company to affect materially the control of the Company (including any personal holding company 
thereof): 

1. is, as at the date of this Listing Statement, or has been, within ten years before the date of 
this Listing Statement, a director or officer of any company that: 

(a) when that person was acting in that capacity, was the subject of a cease trade or 
similar order, or an order that denied the other issuer access to any exemptions 
under applicable securities law, 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, 

(c) when that person was acting in that capacity, became bankrupt, made a proposal 
under any legislation relating to bankruptcy or insolvency or was subject to or 
instituted any proceedings, arrangement or compromise with creditors or had a 
receiver, receiver manager or trustee appointed to hold its assets, or 

(d) within a year of that person ceasing to act in that capacity, became bankrupt, 
made a proposal under any legislation relating to bankruptcy or insolvency or 
was subject to or instituted any proceedings, arrangement or compromise with 
creditors or had a receiver, receiver manager or trustee appointed to hold its 
assets; 

2. has been subject to:  

(a) any penalties or sanctions imposed by a court relating to Canadian securities 
legislation or by a Canadian securities regulatory authority or has entered into a 
settlement agreement with a Canadian securities regulatory authority since 
December 31, 2000 (or before December 31, 2000 if the disclosure would likely 
be important to a reasonable investor in making an investment decision), or  

(b) any other penalties or sanctions imposed by a court or regulatory body that would 
be likely to be considered important to a reasonable investor making an 
investment decision; or 
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3. has, within ten years before 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 the director or officer. 

Chadwick Clelland, a director of the Company, made an assignment in bankruptcy in British Columbia on 
August 7, 2015 and obtained an absolute order of discharge on May 23, 2017. Patrick Morris entered into 
a consumer proposal filed with the official receiver on May 5, 2015, which was fully performed as of 
March 13, 2019.  

13.10 Conflicts of Interest 

Conflicts of interest may arise as a result of the directors, officers and promoters of the Company also 
holding positions as directors or officers of other companies. Some of the individuals who will be 
directors and officers of the Company have been and will continue to be engaged in the identification and 
evaluation of assets, businesses and companies on their own behalf and on behalf of other companies, and 
situations may arise where the directors and officers of the Company will be in direct competition with 
the Company. Directors of the Company will be bound by the provisions of the BCBCA to act honestly 
and in good faith with a view to the best interests of the Company and to disclose any interests, which 
they may have in any project or opportunity the Company may have. If a conflict of interest arises at a 
meeting of the Board, any director in a conflict will disclose his interest and abstain from voting on such 
matter. 

To the best of the knowledge of the Company, and other than disclosed herein, there are no known 
existing or potential conflicts of interest among the promoters, directors and officers of the Company or 
other members of management or of any proposed promoter, director, officer or other member of 
management of the Company as a result of their outside business interests except that certain of the 
directors and officers serve as directors and officers of other companies, and therefore it is possible that a 
conflict may arise between their duties to the Company and their duties as a director or officer of such 
other companies. 

14. Capitalization 

14.1 Issued Capital 

Upon completion of the NNZ Acquisition and the Subscription Receipt Financing, the share capital of the 
Company on a non-diluted and fully-diluted basis will be as follows:  

Issued Capital 
Number of 

Securities (non-
diluted) 

Number of 
Securities (fully-

diluted) 

% Issued (non-
diluted) 

% of Issued 
(fully-diluted) 

Public Float 

Total Outstanding (A) 80,732,902 101,534,769 100% 100% 

Held by related persons or employees or 
related person or by persons or company who 
beneficially own, direct 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 (B)) 

1,781,982 1,821,898 2.21% 1.79% 

Total Public Float (A-B) 78,950,92 99,712,871 97.79% 98.21% 
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Issued Capital 
Number of 

Securities (non-
diluted) 

Number of 
Securities (fully-

diluted) 

% Issued (non-
diluted) 

% of Issued 
(fully-diluted) 

Freely-Tradeable 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 (C)

28,775,416 41,861,664 35.64% 41.23% 

Total Tradeable Float (A-C) 50,508,837 57,884,540 62.56% 57.01% 

Public Securityholders (Registered)(1)

Common Shares 
Size of Holding  Number of Holders Total Number of Securities 

1 – 99 securities 

100 – 499 securities 

500 – 999 securities 

1,000 – 1,999 securities 

2,000 – 2,999 securities 

3,000 – 3,999 securities 

4,000 – 4,999 securities 

5,000 or more securities 120 71,009,980 

120 71,009,980 

Note: 
(1) Calculations are based on the securities of the Company held by Shareholders upon the NNZ Acquisition and the completion of the 

Subscription Receipt Financing. 

Public Securityholders (Beneficial)(1)

Common Shares 
Size of Holding  Number of Holders Total Number of Securities 

1 – 99 securities 1 1 

100 – 499 securities 13 2,610 

500 – 999 securities 35 17,830 

1,000 – 1,999 securities 64 81,925 

2,000 – 2,999 securities 25 57,750 

3,000 – 3,999 securities 15 47,413 

4,000 – 4,999 securities 8 33,200 

5,000 or more securities 94 8,033,544 

255 8,274,273 

Note: 
(1) Calculations are based on the securities of the Company held by Shareholders upon the NNZ Acquisition and the completion of the 

Subscription Receipt Financing.  



56 

Non - Public Securityholders (Registered)(1)

Class of Security 
Size of Holding Number of Holders Total Number of Securities 

1 – 99 securities 

100 – 499 securities 

500 – 999 securities 

1,000 – 1,999 securities 

2,000 – 2,999 securities 

3,000 – 3,999 securities 

4,000 – 4,999 securities 

5,000 or more securities 4 1,448,649 

4 1,448,649 

Note: 
(1) Calculations are based on the securities of the Company held by Shareholders upon the NNZ Acquisition and the completion of the 

Subscription Receipt Financing. 

14.2 Convertible / Exchangeable Securities 

Description of Security  Number of Convertible / 
Exchangeable Securities Outstanding 

Number of Listed Securities Issuable 
Upon Conversion / Exercise 

Warrants 20,561,867 (1) 20,561,867 

Options 240,000(2) 240,000 

Notes: 
(1) 7,580,165 Warrants are exercisable at a price of $0.15 per Share until June 11, 2021; 46,000 Warrants are exercisable at a price of $1.00 

until March 7, 2020; and 12,935,702 Warrants are exercisable at a price of $0.50 until November 28, 2021.  
(2) 200,000 Options are exercisable at a price of $0.85 per Share until October 26, 2023 and 40,000 options are exercisable at a price of $1.00 

per Share until March 9, 2023. 

14.3 Other Listed Securities 

There are no listed securities reserved for issuance that are not included in Section 14.2 above. 

15. Executive Compensation 

15.1 Compensation Discussion and Analysis 

Please refer to the Statement of Executive Compensation Form 51-102F6 for the year ended December 
31, 2018 filed on the Company’s SEDAR profile.  

Oversight and Description of Director and Named Executive Officer Compensation 

The Board of the Company will review the compensation of its executives following completion of the 
NNZ Acquisition and make such changes as it deems appropriate.  

16. Indebtedness of Directors and Officers 

No individual who is, or at any time during the most recently completed financial year was, a director or 
executive officer of the Company, a proposed nominee for election as a director of the Company, and 
each associate of any such director, executive officer or proposed nominee: (a) is, or at any time since the 
beginning of the most recently completed financial year of the Company has been, indebted to the 
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Company or any of its subsidiaries; or (b) has or has had indebtedness to another entity that is, or at any 
time since the beginning of the most recently completed financial year has been, the subject of a 
guarantee, support agreement, letter of credit or other similar arrangement or understanding provided by 
the Company or any of its subsidiaries. 

17. Risk Factors 

17.1 Description of Risk Factors 

The Shares should be considered highly speculative due to the nature of the Company’s proposed 
business and the present stage of its development. In evaluating the Company and its new business, 
investors should carefully consider the following risk factors, in addition to the other information 
contained in this Listing Statement. These risk factors are not a definitive list of all risk factors associated 
with an investment in the Company or in connection with the its operations. 

Additional risks and uncertainties that the Company is unaware of, or that the Company currently deems 
not to be material, may also become important factors that affect the Company. If any such risks actually 
occur, the Company’s business, financial condition or results of operations could be materially adversely 
affected.  

Volatility in the market for CBD and CBD infused products. 

Currently, CBD oil and CBD-infused products are priced at a premium. However, changes in legislation 
governing the cultivation of hemp and the use of CBD in consumer products, especially in the United 
States, may lead to an increase in the supply of hemp and CBD oil, which could result in lower prices for 
CBD oil and CBD-infused products. 

No operating history. 

While the Company was incorporated in July of 2010, it has yet to generate revenue and is moving away 
from its mining business and foraging into the CBD and cannabis industry. The Company is therefore 
subject to many of the risks common to early-stage enterprises, including under-capitalization, cash 
shortages, limitations with respect to personnel, financial, and other resources and lack of revenues. The 
Company has no history in the cannabis cultivation industry and no history of operations of earnings. The 
Company is therefore subject to many of the risks common to entering a new area of investment, 
including under-capitalization, limitations with respect to personnel, financial, and other resources and 
lack of revenues. There is no assurance that the Company will be successful in achieving a return on its 
investment and the likelihood of success must be considered in light of the Company’s lack of experience 
in the cannabis cultivation and processing industry in Colombia. 

Because the Company has limited operating history in an emerging area of business, potential investors 
should consider and evaluate its operating prospects in light of the risks and uncertainties frequently 
encountered by early-stage companies in rapidly evolving markets. These risks may include: 

 risks that it may not have sufficient capital to achieve its growth strategy; 

 risks that it may not develop its product and service offerings in a manner that enables it to be 
profitable and meet its customers’ requirements; 

 risks that its growth strategy may not be successful; 

 risks that fluctuations in its operating results will be significant relative to its revenues; and 

 risks relating to an evolving regulatory regime. 
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The Company’s growth will depend substantially on its ability to address these and the other risks 
described in this section. If it does not successfully address these risks, its business may be significantly 
harmed. 

Uncertainty about the Company’s ability to continue as a going concern. 

The Company’s ability to continue as a going concern will be 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, or at all. 
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. As a result, the Company’s revenue, net income and cash flow may differ 
materially from the Company’s internally 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. 

Probable lack of business diversification. 

Because the Company will be initially focused solely on developing its CBD production business, the 
prospects for the Company’s success will be dependent upon the future performance and market 
acceptance of the Company’s intended facilities, products, processes and services. Unlike certain entities 
that have the resources to develop and explore numerous product lines, operating in multiple industries or 
multiple areas of a single industry, the Company does not anticipate having the ability to immediately 
diversify or benefit from the possible spreading of risks or offsetting of losses. Again, the prospects for 
the Company’s success may become dependent upon the development or market acceptance of a very 
limited number of facilities, products, processes or services. 

Regulatory compliance risks. 

Achievement of the Company’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 Company may not be able to obtain or maintain the 
necessary licenses, permits, quotas, authorizations or accreditations to operate its business or may only be 
able to do so at great cost. The Company 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 
local governmental authorities. To date, Ihuana has received the Colombian Licenses to cultivate non-
psychoactive cannabis from the Colombian government manufacture cannabis derivatives. The impact of 
the compliance regime, any delays in obtaining or failure to obtain or keep the 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 officers and directors of the Company must rely, to a great extent, on the Company’s Colombian 
legal counsel and local consultants retained by the Company in order to keep abreast of material legal, 
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regulatory and governmental developments as they pertain to and affect the Company’s business 
operations, and to assist the Company with its governmental relations. The Company will rely on the 
advice of local experts and professionals in connection with current and new regulations that develop in 
respect of banking, financing and tax matters in Colombia. Any developments or changes in such legal, 
regulatory or governmental requirements or in local business practices in Colombia are beyond the 
control of the Company and may adversely affect its business. 

The Company will incur ongoing costs and obligations related to regulatory compliance. 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 Company 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. In addition, changes in regulations, more vigorous 
enforcement thereof or other unanticipated events could require extensive changes to the Company’s 
operations, increase compliance costs or give rise to material liabilities, which could all have a material 
adverse effect on the business, results of operations and financial condition of the Company. 

Canadian regulatory and civil proceedings. 

The Company operates in Colombia pursuant to licenses and authorizations granted by Colombian 
Ministry of Justice and Ministry of Health. Consequently, certain activities conducted by the Company 
are permissible under the Colombian regulatory regime while they are not permissible under the Canadian 
regime. In the past, Canadian courts and regulatory authorities have taken the view that it is not contrary 
to Canadian federal or provincial law for a person to be engaged in, or for an entity to hold interests in 
Affiliates that are engaged in, certain regulated activities where such activities may be regulated 
differently than in the home jurisdictions and have enforced extra-territorial laws even where such laws 
(or regulatory regimes applicable to certain activities or industries) differ from those in the Canadian 
jurisdiction. Despite the fact that the Canadian federal government legalized cannabis on October 17, 
2018, there is a risk that the Canadian courts or applicable Canadian or other governmental authorities 
may take a contrary view with respect to the business of the Company and view the Company as having 
violated their local laws, despite the Company having obtained all applicable Colombian licenses or 
authorizations and despite the fact that the Company does not carry on business in Canada. Therefore, 
there is a risk that civil and criminal proceedings, including class actions, could be initiated against the 
Company. Such potential proceedings could involve substantial litigation expense, penalties, fines, 
seizure of assets, injunctions or other restrictions being imposed upon the Company or its business 
partners, 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 an impact 
upon the Company’s reputation. 

Change of cannabis laws, regulations and guidelines. 

Cannabis laws and regulations are dynamic and subject to evolving interpretations which could require 
the Company to incur substantial costs associated with compliance or alter certain aspects of its business 
plan. It is also possible that regulations may be enacted in the future that will be directly applicable to 
certain aspects of the Company’s businesses. The Company cannot predict the nature of any future laws, 
regulations, interpretations or applications, nor can it determine what effect additional governmental 
regulations or administrative policies and procedures, when and if promulgated, could have on the 
Company’s business. Management expects that the legislative and regulatory environment in the cannabis 
industry in Colombia and internationally will continue to be dynamic and will require innovative 
solutions to try to comply with this changing legal landscape in this nascent industry for the foreseeable 
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future. Compliance with any such legislation may have a material adverse effect on the Company’s 
business, financial condition and results of operations.  

Public opinion can also exert a significant influence over the regulation of the cannabis industry. A 
negative shift in the public’s perception of the cannabis industry could affect future legislation or 
regulation in different jurisdictions. See the Risk Factor entitled “Unfavourable publicity or consumer 
perception” below. 

Reliance on licenses and authorizations. 

The Company’s ability to grow, store and sell cannabis and CBD products in Colombia is dependent on 
the Company’s ability to sustain or obtain the necessary licenses and authorizations by certain authorities 
in Colombia, including, but not limited to, the Colombian License. The licenses and authorizations are 
subject to ongoing compliance and reporting requirements, and the ability of the Company to obtain, 
sustain or renew any such licenses and authorizations on acceptable terms is subject to changes in 
regulations and policies and to the discretion of the applicable authorities or other governmental agencies 
in foreign jurisdictions. Failure to comply with the requirements of the licenses or authorizations or any 
failure to maintain the licenses or authorizations would have a material adverse impact on the business, 
financial condition and operating results of the Company. Although the Company believes that it will 
meet the requirements to obtain, sustain or renew the necessary licenses and authorizations, there can be 
no guarantee that the applicable authorities will issue these licenses or authorizations. Should the 
authorities fail to issue the necessary licenses or authorizations, the Company may be curtailed or 
prohibited from the production or distribution of cannabis or from proceeding with the development of its 
operations as currently proposed and the business, financial condition and results of the operation of the 
Company may be materially adversely affected.  

Production Facility and Processing Facility. 

Certain contemplated capital expenditures of the Company may require approval of Colombian regulatory 
authorities. Currently, the Company does not have any greenhouses built which it requires to meet its 
business objectives. Adverse changes to the Leased Agricultural Land or the inability to amend the 
Colombian License to include the Expansion Land, could impact the ability of the Company to complete 
the Production Facility and the Processing Facility, and this could have a materially adverse effect on the 
operations of the Company. While the Company anticipates that construction of greenhouses will 
progress in a timely fashion, due to the ready availability of pre-fabricated agricultural infrastructure in 
Colombia, any delay in construction will have a corresponding delay on the production and harvesting of 
non-psychoactive cannabis. 

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. 

Many other businesses in Colombia engage in similar activities to the Company. An increase in the 
companies competing in this industry could limit the ability of the Company to expand its operations. 
Current and new competitors may have better capitalization, a longer operating history, more expertise 
and be able to develop higher quality equipment or products at the same or a lower cost. The Company 
cannot provide assurances that it will be able to compete successfully against current and future 
competitors. Competitive pressures faced by the Company could have a material adverse effect on its 
business, operating results and financial condition. 

Unfavourable publicity or consumer perception. 

The Company believes the medical and recreational cannabis industries are highly dependent upon 
consumer perception regarding the safety, efficacy and quality of cannabis distributed to such consumers. 
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Consumer perception of the Company’s products may be significantly influenced by scientific research or 
findings, regulatory investigations, litigation, media attention and other publicity regarding the 
consumption of cannabis or derivative 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 medical or recreational 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, financial condition and cash flows 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 a material adverse effect on the Company, the demand for the Company’s products, and 
the Company’s business, results of operations, financial condition and cash flows. Further, adverse 
publicity reports or other media attention regarding the safety, efficacy and quality of cannabis 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 appropriately or as directed. 

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. The Company’s efforts to grow its business may be costlier than the Company expects, 
and the Company may not be able to increase its revenue enough to offset its higher operating expenses. 
The Company may incur significant losses in the future for a number of reasons, and unforeseen 
expenses, difficulties, complications and delays, and other unknown events. If the Company is unable to 
achieve and sustain profitability, the market price of the Shares may significantly decrease. 

Demand for cannabis and derivative products. 

The legal cannabis industry in Colombia is at an early stage of its development. Consumer perceptions 
regarding legality, morality, consumption, safety, efficacy and quality of medicinal cannabis are mixed 
and evolving and can be significantly influenced by scientific research or findings, regulatory 
investigations, litigation, media attention and other publicity regarding the consumption of medicinal 
cannabis 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 
medicinal 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 medicinal cannabis and on the business, results of operations, 
financial condition and cash flows of the Company. Further, adverse publicity reports or other media 
attention regarding cannabis in general, or associating the consumption of medicinal cannabis with illness 
or other negative effects or events, could have such a material adverse effect. The Company’s ability to 
gain and increase market acceptance of its business may require substantial expenditures on investor 
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relations, strategic relationships and marketing initiatives. There can be no assurance that such initiatives 
will be successful, and their failure may have an adverse effect on the Company. 

Development of the business of the Company. 

The development of the business of the Company and its ability to execute on its expansion opportunities 
described herein will depend, in part, upon the amount of additional financing available. Failure to obtain 
sufficient financing may result in delaying, scaling back, eliminating or indefinitely postponing expansion 
opportunities and the business of the Company’s current or future operations. 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 acceptable to the Company. In addition, there can be no assurance that future 
financing can be obtained without substantial dilution to existing shareholders. 

There is no assurance that the Company will become profitable or pay dividends. 

There is no assurance as to whether the Company will become profitable 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. In the event that any of the 
Company’s investments, or any proceeds thereof, any dividends or distributions therefrom, or any profits 
or revenues accruing from such investments 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 the ability of the Company to declare or pay dividends, affect other distributions or 
subsequently repatriate such funds back to Canada. 

Risks inherent in an agricultural business. 

The Company’s business involves the growing of non-psychoactive cannabis, which is an agricultural 
product. The hemp will be grown in a greenhouse in order to reduce the occurrence of severe adverse 
weather conditions. However, the effects of severe adverse weather conditions may reduce the 
Company’s yields or require the Company to increase its level of investment to maintain yields.  

The occurrence and effects of plant disease, insects and pests can be unpredictable and devastating to 
agricultural production, potentially rendering all or a substantial portion of the affected harvests 
unsuitable for sale. Even when only a portion of the production is damaged, the Company’s results of 
operations could be adversely affected because all or a substantial portion of the production costs may 
have been incurred. Although some plant diseases are treatable, the cost of treatment can be high and such 
events could adversely affect the Company’s operating results and financial condition. Furthermore, if the 
Company fails to control a given plant disease and the production is threatened, the Company may be 
unable to supply its customers, which could adversely affect its business, financial condition and results 
of operations. There can be no assurance that natural elements will not have a material adverse effect on 
any such production. 

Supply of cannabis seeds or clones. 

If for any reason the supply of cannabis seeds or clones is ceased or delayed, the Company would have to 
seek alternate suppliers and obtain all necessary authorization for the new seeds or clones. If replacement 
seeds or clones cannot be obtained at comparable prices, or at all, or if the necessary authorizations are 
not obtained, the Company’s business, financial condition and results of operations would be materially 
and adversely affected. 



63 

Liability, enforcement and complaints. 

The Company’s participation in the cannabis industry may lead to litigation, formal or informal 
complaints, enforcement actions and inquiries by third parties, other companies or various governmental 
authorities against the Company. Litigation, complaints and enforcement actions involving the Company 
could consume considerable amounts of financial and other corporate resources, which could have an 
adverse effect on the Company’s future cash flows, earnings, results of operations and financial condition. 

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, despite meeting or exceeding all legislative security 
requirements, there remains a risk of shrinkage, as well as theft. A security breach 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 consumers from choosing the 
Company’s products. A privacy breach may occur through procedural or process failure, information 
technology malfunction, or deliberate unauthorized intrusions. Theft of data for competitive purposes, 
particularly consumer lists and preferences, is an ongoing risk whether perpetrated via employee collusion 
or negligence or through a 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. 

Dependence on suppliers. 

The ability of the Company to compete and grow will be dependent on it having access, at a reasonable 
cost and in a timely manner, to equipment, parts and components. No assurances can be given that the 
Company will be successful in maintaining its required supply of equipment, parts and components. This 
could have an adverse effect on the financial results of 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 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 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 state jurisdictions or under federal law, 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. 

Negative results from clinical trials. 

From time to time, studies or clinical trials on cannabis products may be conducted by academics or 
others, including government agencies. The publication of negative results of studies or clinical trials 
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related to the Company’s proposed products or the therapeutic areas in which the Company’s proposed 
products will compete could have a material adverse effect on the Company’s sales. 

Insurance coverage. 

The Company’s business is subject to a number of risks and hazards generally, including adverse 
environmental conditions, accidents, labour disputes, product liability and changes in the regulatory 
environment. Such occurrences could result in damage to assets, personal injury or death, environmental 
damage, delays in operations, monetary losses and possible legal liability. Although the Company 
maintains insurance to protect against certain risks in such amounts as it considers to be reasonable, its 
insurance does not cover all the potential risks associated with its operations. The Company may also be 
unable to maintain insurance to cover these risks at economically feasible premiums. Insurance coverage 
may not continue to be available or may not be adequate to cover any resulting liability. Moreover, 
insurance against risks such as environmental pollution or other hazards encountered in the operations of 
the Company is not generally available on acceptable terms. The Company might also become subject to 
liability for pollution or other hazards which may not be insured against or which the Company may elect 
not to insure against because of premium costs or other reasons. Losses from these events may cause the 
Company to incur significant costs that could have a material adverse effect upon its financial 
performance and results of operations. 

Ability to establish and maintain bank accounts. 

While the Company does not anticipate dealing with banking restrictions, there is a risk that banking 
institutions in countries where the Company operates will not accept payments related to the cannabis 
industry. Such risks could increase costs for the Company. The Company’s inability to manage such risks 
may adversely affect the Company’s operations and financial performance. 

Product liability. 

The Company intends to produce products designed to be ingested by humans, and will therefore face a 
risk of exposure to product liability claims, regulatory action and litigation if its products are alleged to 
have caused bodily harm or injury. In addition, the sale of consumable products involve the risk of injury 
to consumers due to tampering by unauthorized third parties or product contamination. Adverse reactions 
resulting from human consumption of CBD products alone or in combination with other medications or 
substances could occur. The Company could therefore be subject to various product liability claims, 
including, among others, that its products caused injury or illness, include inadequate instructions for use 
or include inadequate warnings concerning health risks, possible side effects or interactions with other 
substances. A product liability claim or regulatory action against the Company could result in increased 
costs, could adversely affect the Company and could have a material adverse effect on its results of 
operations and financial conditions. 

Product recalls. 

Manufacturers and distributors of products can be 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. 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 
Company’s results of operations and financial condition. Additionally, product recalls may lead to 
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increased scrutiny of the Company’s operations by regulatory agencies, requiring further management 
attention and potential legal fees and other expenses. 

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 will depend upon its ability to attract and retain key management, including the Company’s 
directors, officers and technical experts. 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 or 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 the Company’s 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 the Company’s 
employees. 

Failure to successfully integrate acquired businesses, its products and other assets into the Company, 
or if integrated, failure to further the Company’s business strategy, may result in the Company’s 
inability to realize any benefit from such acquisition. 

The Company may grow by acquiring other businesses. The consummation and integration of any 
acquired business, product or other assets into the Company may be complex and time consuming and, if 
such businesses and assets are not successfully integrated, the Company may not achieve the anticipated 
benefits, cost-savings or growth opportunities. Furthermore, these acquisitions and other arrangements, 
even if successfully integrated, may fail to further the Company’s business strategy as anticipated, expose 
the Company to increased competition or other challenges with respect to the Company’s products or 
geographic markets, and expose the Company to additional liabilities associated with an acquired 
business, technology or other asset or arrangement. 

When the Company acquires cannabis businesses, it may obtain the rights to applications for licenses as 
well as licenses; however, the procurement of such applications for licenses and licenses generally will be 
subject to governmental and regulatory approval. There are no guarantees that the Company will 
successfully consummate such acquisitions, and even if the Company consummates such acquisitions, the 
procurement of applications for licenses may never result in the grant of a license by any state or local 
governmental or regulatory agency and the transfer of any rights to licenses may never be approved by 
the applicable state or local governmental or regulatory agency. 

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. 

As the cannabis industry is in an early 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. 
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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 and businesses ancillary to and directly involved with cannabis businesses are 
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 
retail prices for its products and services, which could negatively impact its profitability. The Company 
may continue to sell shares for cash to fund operations, capital expansion and mergers and acquisitions 
that will dilute the current shareholders’ equity. 

The continued development of the Company and its business 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 Shares.  

The Company’s articles permit the issuance of an unlimited number of 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 Shares 
will be issued by the Company on the exercise of options under the Company’s Option Plan and upon the 
exercise of the Company’s outstanding Warrants. In addition, from time to time, the Company may enter 
into transactions to acquire assets or 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.  

If an investor purchases Shares in an offering, it will experience substantial and immediate dilution, 
because the price that such investor will pay will be substantially greater than the net tangible book value 
per share of the Shares that it acquires. This dilution is due in large part to the fact that the Company’s 
earlier investors will have paid substantially less than a public offering price when they purchased their 
shares of the Company’s capital stock. 

The Company will be reliant on information technology systems and may be subject to damaging 
cyberattacks. 

The Company has entered 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 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 
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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 or increases 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 major shareholders, officers and directors may be engaged in a range of business 
activities resulting in conflicts of interest. 

Although certain major shareholders, officers and board members of the Company are expected to be 
bound by anti-circumvention agreements limiting their ability to enter into competing or conflicting 
ventures or businesses, 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 as 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. 

Changes in corporate structure. 

Colombian cannabis licenses are granted on a non-transferable, non-exchangeable and non-assignable 
basis. Any breach of this restriction may give rise to the unilateral termination of the license by the 
governmental authority. Notwithstanding the foregoing, Colombian laws do not provide for specific 
regulations or restrictions regarding the effects of a change in control, modification of the corporate 
structure, issuance of shares or any changes in holders or final beneficiaries of cannabis licenses. 

Colombian legislation gives special attention to the identification and background of the legal 
representatives of licensees. Licensees must file a declaration of the legality of the proceeds of the legal 
representatives. Furthermore, Decree 613 of 2017 provides a set of resolutory conditions, which enable 
the Ministry of Health or the Ministry of Justice, as applicable, to terminate a license if the licensee fails 
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to request the amendment of the license within 30 calendar days following any changes in (i) the legal 
representation of the licensee; or (ii) the declaration that a legal representative is criminally liable for drug 
trafficking or related crimes, after having issued the respective license. 

Emerging market risks. 

Emerging market investment generally poses a greater degree of risk than investment in more mature 
market economies because the economies in the developing world are more susceptible to destabilization 
resulting from domestic and international developments. 

All of the Company’s operations are in Colombia. Colombia has a history of economic instability or 
crises (such as inflation or recession). While there is no current political instability, and historically there 
has been no change in laws and regulations, this is subject to change in the future and could adversely 
affect the Company’s business, financial condition and results of operations. 

In particular, fluctuations in the Colombian economy and actions adopted by the Government of 
Colombia have had, and may continue to have, a significant impact on companies operating in Colombia, 
including the Company. Specifically, the Company may be affected by inflation, foreign currency 
fluctuations, regulatory policies, business and tax regulations and in general, by the political, social and 
economic scenarios in Colombia and in other countries that may affect Colombia. 

Global economic crises could negatively affect investor confidence in emerging markets or the economies 
of the principal countries in Latin America, including Colombia. Such events could materially and 
adversely affect the Company’s business, financial condition and results of operations. 

Global economy. 

Financial and securities markets in Colombia are influenced by the economic and market conditions in 
other countries, including other South American and emerging market countries and other global markets. 
Although economic conditions in these countries may differ significantly from economic conditions in 
Colombia, investors’ reactions to developments in these other countries, such as the recent developments 
in the global financial markets, may substantially affect the capital flows into Colombia and the market 
value of the securities of the Company. 

An economic downturn or volatility could have a material adverse effect on the Company’s business, 
financial condition and results of operations. The economy of Colombia, where the Company’s operations 
are located, has experienced significant economic uncertainty and volatility during recent years. A 
weakening of economic conditions could lead to reductions in demand for the Company’s products. For 
example, its revenues can be adversely affected by high unemployment and other economic factors. 
Further, weakened economic conditions or a recession could reduce the amount of income customers are 
able to spend on the Company’s products. In addition, as a result of volatile or uncertain economic 
conditions, the Company may experience the negative effects of increased financial pressures on its 
clients. For instance, the Company’s business, financial condition and results of operations could be 
negatively impacted by increased competitive pricing pressure, which could result in the Company 
incurring increased bad debt expense. If the Company is not able to timely and appropriately adapt to 
changes resulting from a weak economic environment, its business, results of operations and financial 
condition may be materially and adversely affected. 

A crisis in other emerging market countries could dampen investor enthusiasm for securities of 
Companies with South American operations. Financial conditions in Argentina, Brazil or other emerging 
market countries could negatively impact Colombia’s economy in the future. If such fluctuations were to 
occur, the Company’s business, financial condition and results of operations could be materially and 
adversely affected. 
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Reliance on a single jurisdiction. 

To date, the Company’s activities and resources have been primarily focused in Colombia. The Company 
expects to continue the focus on expansion opportunities into other jurisdictions. Adverse changes or 
developments within Colombia could have a material and adverse effect on the Company’s ability to 
continue producing cannabis, its business, financial condition and prospects. Additionally, any material or 
adverse change in European jurisdictions in which the Company will do business may effect the 
Company’s ability to continue producing cannabis, its business, financial condition and prospects. 

Risks related to investment in a Colombian company. 

Operational risks. 

Operations in Colombia are subject to risk due to the potential for social, political, economic, legal and 
fiscal instability. The government in Colombia faces ongoing problems including, but not limited to, 
inflation, unemployment and inequitable income distribution. Colombia is also home to South America’s 
largest and longest running insurgency. Notwithstanding the peace deal Colombia entered into in Cuba in 
2016 with the Revolutionary Armed Forces of Colombia—People’s Army (Fuerzas Armadas 
Revolucionarias de Colombia—Ejército del Pueblo), or “FARC–EP” and “FARC” , which was 
Colombia’s largest guerrilla army, portions of the countryside are still under the influence of certain 
guerrilla factions, such as the National Liberation Army (Ejército de Liberación Nacional) or “ELN”, 
another guerrilla armed group which has been operating in Colombia for the past 52 years. The ELN and 
the Colombian Government are currently conducting peace talks. In addition, Colombia experiences 
narcotics-related violence, a prevalence of kidnapping and extortionist activities and civil unrest in certain 
areas of the country. Such instability may require the Company to suspend operations on its properties. 
Although the Company is not presently aware of any circumstances or facts which may cause the 
following to occur, other risks may involve matters arising out of the evolving laws and policies in 
Colombia, any future imposition of special taxes or similar charges, as well as foreign exchange 
fluctuations and currency convertibility and controls, the unenforceability of contractual rights or the 
taking or nationalization of property without fair compensation, restrictions on the use of expatriates in 
the Company’s operations, or other matters. The Company also bears the risk that changes can occur in 
the government of Colombia and a new government may void or change the laws and regulations that the 
Company is relying upon. 

Currently there are no restrictions on the repatriation from Colombia of earnings to foreign entities and 
Colombia has never imposed such restrictions. However, there can be no assurance that restrictions on 
repatriation of earnings from Colombia will not be imposed in the future. Exchange control regulations 
require that any proceeds in foreign currency originated on exports of goods from Colombia (including 
minerals) be repatriated to Colombia. However, purchase of foreign currency is allowed through any 
Colombian authorized financial entities for purposes of payments to foreign suppliers, repayment of 
foreign debt, payment of dividends to foreign stockholders and other foreign expenses. 

Inflation in Colombia. 

Colombia has in the past experienced double-digit rates of inflation. If Colombia experiences substantial 
inflation in the future, the Company’s costs in Colombian peso terms will increase significantly, subject 
to movements in applicable exchange rates. Inflationary pressures may also curtail the Company’s ability 
to access global financial markets in the longer term and its ability to fund planned capital expenditures, 
and could materially adversely affect the Company’s business, financial condition and results of 
operations. The Colombian government’s response to inflation or other significant macro-economic 
pressures may include the introduction of policies or other measures that could increase the Company’s 
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costs, reduce operating margins and materially adversely affect its business, financial condition and 
results of operations. 

Operations in Spanish. 

As a result of the Company conducting its operations in Colombia, the books and records of the 
Company, including key documents such as material contracts and financial documentation are 
principally negotiated and entered into in the Spanish language and English translations may not exist or 
be readily available. The Company has a full-time employee located in the Vancouver office who is fluent 
in Spanish and the management team in Colombia speaks Spanish and English. 

Enforcement of judgments. 

The Company is incorporated under the laws of the Province of British Columbia; however, all of its 
assets are located outside Canada. Furthermore, many of the Company’s directors and officers reside 
outside Canada. As a result, investors may not be able to effect service of process within Canada upon the 
Company’s directors or officers or enforce against them in Canadian courts judgments predicated on 
Canadian securities laws. Likewise, it may also be difficult for an investor to enforce in Canadian courts 
judgments obtained against these persons in courts located in jurisdictions outside Canada. 

As a result of the above, public shareholders may have more difficulty in protecting their interests in the 
face of actions taken by management, members of the Company Board or controlling shareholders than 
they would as public shareholders of a Canadian company. 

Corruption. 

Corruption is a major obstacle to do business in Colombia, and Colombia’s “Corruption Perception 
Index” in 2017 was 37 out of 100, placing Colombia as 96th over 180 countries in the world.13 The Board 
and Audit Committee intend to put procedures in place to ensure that the Company complies with the 
Foreign Corrupt Practices Act (Canada) and minimizes any bribery risks. 

Risks related to the Company’s securities. 

The Company cannot assure investors that a market will continue to develop or exist for the Shares or 
what the market price of the Shares will be. 

The Company cannot assure that a market will develop or be sustained for the Shares. If a market does 
not continue to develop or is not sustained, it may be difficult for investors to sell Shares at an attractive 
price or at all. The Company cannot predict the prices at which the Shares will trade. 

The operations of NNZ and Ihuana will be subject to additional regulatory burden.  

Prior to the NNZ Acquisition, NNZ and its wholly owned subsidiary, Ihuana, was not subject to the 
continuous and timely disclosure requirements of Canadian securities laws or other rules, regulations and 
policies of the CSE. The Company is working with its legal, accounting and financial advisors to identify 
those areas in which changes should be made to the Company’s financial management control systems to 
manage its obligations as a public company listed on the CSE. These areas include corporate governance, 
corporate controls, disclosure controls and procedures and financial reporting and accounting systems. 
The Company has made, and will continue to make, changes in these and other areas, including the 
Company’s internal controls over financial reporting.  

13 Transparency International, Corruption Perceptions Index 2018: <https://www.transparency.org/cpi2018> 
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The market price for Shares may be volatile and subject to wide fluctuations in response to numerous 
factors, many of which are beyond the Company’s control. 

The market price for Shares may be volatile and subject to wide fluctuations in response to numerous 
factors, many of which are beyond the Company’s control, including the following: (i) actual or 
anticipated fluctuations in the Company’s quarterly results of operations; (ii) recommendations by 
securities research analysts; (iii) changes in the economic performance or market valuations of companies 
in the industry in which the Company operates; (iv) addition or departure of the Company’s executive 
officers and other key personnel; (v) release or expiration of lock-up or other transfer restrictions on 
outstanding Shares; (vi) sales or perceived sales of additional Shares; (vii) significant acquisitions or 
business combinations, strategic partnerships, joint ventures or capital commitments by or involving us or 
the Company’s competitors; (viii) fluctuations to the costs of vital production materials and services; (ix) 
changes in global financial markets and global economies and general market conditions, such as interest 
rates and pharmaceutical product price volatility; (x) operating and share price performance of other 
companies that investors deem comparable to the Company or from a lack of market comparable 
companies; (xi) news reports relating to trends, concerns, technological or competitive developments, 
regulatory changes and other related issues in the Company’s industry or target markets; and (xii) 
regulatory changes in the industry. 

Future sales of Shares by existing shareholders could reduce the market price of the Shares. 

Sales of a substantial number of Shares in the public market could occur at any time. These sales, or the 
market perception that the holders of a large number of Shares intend to sell their Shares, could reduce the 
market price of the Shares. Additional Shares may be available for sale into the public market, subject to 
applicable securities laws, which could reduce the market price for Shares. 

Tax issues. 

There may be income tax consequences in relation to the Shares, which will vary according to the 
circumstances of each investor. Prospective investors should seek independent advice from their own tax 
and legal advisers. 

No guarantee on the use of available funds by the Company. 

The Company cannot specify with certainty the particular uses of its available funds. Management has 
broad discretion in the application of its available funds. Accordingly, shareholders of the Shares will 
have to rely upon the judgment of management with respect to the use of available funds, with only 
limited information concerning management’s specific intentions. The Company’s management may 
spend a portion or all of the available funds in ways that the Company’s shareholders might not desire, 
that might not yield a favourable return and that might not increase the value of a shareholder’s 
investment. The failure by management to apply these funds effectively could harm the Company’s 
business. Pending use of such funds, the Company might invest available funds in a manner that does not 
produce income or that loses value. 

Currency fluctuations. 

The Company’s revenues and expenses are expected to be primarily denominated in Colombian Pesos, 
while funding may occur in Canadian dollars, therefore exposing the Company to currency exchange 
fluctuations. Recent events in the global financial markets have been coupled with increased volatility in 
the currency markets. Fluctuations in the exchange rate between the Canadian dollar and the Colombian 
Peso may have a material adverse effect on the Company’s business, financial condition and operating 
results. The Company may, in the future, establish a program to hedge a portion of its foreign currency 
exposure with the objective of minimizing the impact of adverse foreign currency exchange movements. 
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However, even if the Company develops a hedging program, there can be no assurance that it will 
effectively mitigate currency risks. 

Environmental, health and safety laws. 

The Company is subject to environmental, health and safety laws and regulations in each jurisdiction in 
which the Company operates. Such regulations govern, among other things, emissions of pollutants into 
the air, wastewater discharges, waste disposal, the investigation and remediation of soil and groundwater 
contamination, and the health and safety of the Company’s employees. The Company may be required to 
obtain environmental permits from governmental authorities for certain of its current or proposed 
operations. The Company may not have been, nor may it be able to be at all times, in full compliance with 
such laws, regulations and permits. If the Company violates or fails to comply with these laws, 
regulations or permits, the Company could be fined or otherwise sanctioned by regulators. As with other 
companies engaged in similar activities or that own or operate real property, the Company faces inherent 
risks of environmental liability at its current and historical production sites. Certain environmental laws 
impose strict and, in certain circumstances, joint and several liability on current or previous owners or 
operators of real property for the cost of the investigation, removal or remediation of hazardous 
substances as well as liability for related damages to natural resources. In addition, the Company may 
discover new facts or conditions that may change its expectations or be faced with changes in 
environmental laws or their enforcement that would increase its liabilities. Furthermore, its costs of 
complying with current and future environmental and health and safety laws, or the Company’s liabilities 
arising from past or future releases of, or exposure to, regulated materials, may have a material adverse 
effect on its business, financial condition and results of operations. 

Under Colombian law, liability for environmental damage following land ownership creates a 
presumption of liability in case of a: (i) breach of environmental laws; (ii) environmental damage; and 
(iii) breach of environmental license or any other administrative act from the environmental authorities. 
The Environmental Authorities may investigate potential claims, authorize preventative measures, or 
impose sanctions on parties breaching environmental law. General principles of environmental law are set 
out in Law 99 of 1993. Article 9 of the National Code of Natural Resources and Protection of the 
Environment establishes principles governing the use of natural resources, including that use must occur 
without causing harm to the interests of the community or of third parties. Parties that cause 
environmental damage while acting under the authority of a permit are responsible for incurring the costs 
to rectify the damage. The imposition of environmental sanctions is in addition to civil and criminal 
penalties that may be imposed. Environmental damage caused while a party is acting without a license 
constitutes a breach of Law 99 of 1993 and may lead to the imposition of sanctions, in addition to civil or 
criminal proceedings that may result. Parties that cause environmental damage, in addition to sanctions or 
penalties that apply will also be required to carry out studies to assess the characteristics of the damage. 

Governmental regulations and risks. 

Government approvals and permits 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 conducting its business. 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, or remedial actions. The 
Company 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. 
Changes to current laws and regulations may be unfavorable and have an adverse effect on the 
Company’s operations. 
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Reliance on management. 

The Company has plans to expand its distribution across Latin America and Europe. The Company is 
expected to have five people on its management team. The success of the Company is dependent to a 
certain degree upon the ability, expertise, judgment, discretion and good faith of certain key members of 
management. It is expected that these individuals will be a significant factor in the growth and success of 
the Company. Any loss of the services of such individuals could have a material adverse effect on the 
Company’s ability to implement its business plan and achieve its objectives. 

Liability for actions of employees, contractors and consultants. 

The Company could be liable for fraudulent or illegal activity by its employees, contractors and 
consultants resulting in significant financial losses and 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) 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 its business, including the 
imposition of civil, criminal and administrative penalties, damages, monetary fines, contractual damages, 
reputational harm, diminished profits and future earnings, the curtailment of the Company’s operations or 
asset seizures, any of which could have a material adverse effect on the Company’s business, financial 
condition and results of operations. 

Management of growth. 

The Company may be subject to growth-related risks, including capacity constraints and pressure on its 
internal systems and controls. The ability of the Company 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 Company to deal with this growth may have a material adverse 
effect on the Company’s business, financial condition, results of operations and prospects. 

Breach of confidentiality. 

While discussing potential business relationships or other transactions with third parties, the Company 
may disclose confidential information relating to the business, operations or affairs of the Company. 
Although confidentiality agreements are to be signed by third parties prior to the disclosure of any 
confidential information, a breach of such confidentiality agreement could put the Company at 
competitive risk and may cause significant damage to its business. The harm to the Company’s business 
from a breach of confidentiality cannot presently be quantified but may be material and may not be 
compensable in damages. There can be no assurance that, in the event of a breach of confidentiality, the 
Company will be able to obtain equitable remedies, such as injunctive relief from a court of competent 
jurisdiction in a timely manner, if at all, in order to prevent or mitigate any damage to its business that 
such a breach of confidentiality may cause. 
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Inability to protect intellectual property. 

The Company expects to rely upon intangible and intellectual property such as copyrights, trade secrets, 
unpatented proprietary know-how and continuing innovation to protect the development of its business. 
There can be no assurances that the steps taken by the Company to protect its intangible property and 
intellectual property will be adequate. To the extent that this property is infringed on, revenue could be 
negatively affected, and the Company may have to litigate to enforce its intangible property rights, which 
could result in substantial costs and divert management’s attention and other resources.  

Inability to innovate. 

In the area of innovation, the Company must be able to develop new products that appeal to its customers. 
This depends, in part, on the technological and creative skills of its personnel and on its ability to protect 
its intellectual property rights.  

The Company’s cannabis cultivation operations are vulnerable to rising energy costs and dependent 
upon key inputs. 

The Company’s cannabis cultivation operations consume significantly less energy than indoor cultivation 
facilities in North America. However, the Company will still use electricity and is vulnerable to rising 
energy costs. In addition, the Company’s business is dependent on a number of key inputs and their 
related costs, including raw materials and supplies related to the Company’s cultivation and processing 
operations. Any significant interruption or negative change in the availability or economics of the supply 
chain for key inputs or the Company’s inability to secure required supplies and services or to do so on 
appropriate terms could have a material adverse effect on the Company’s business, financial condition 
and results of operations. 

Litigation, complaints, enforcement actions and governmental inquiries could have a material adverse 
effect on the Company’s business, financial condition and results of operations. 

The Company’s participation in the cannabis industry may lead to litigation, formal or informal 
complaints, enforcement actions and governmental inquiries. Litigation, complaints, enforcement actions 
and governmental inquiries could consume considerable amounts of the Company’s financial and other 
resources, which could have a material adverse effect on the Company’s sales, revenue, profitability, and 
growth prospects. The Company has not been, and is not currently, subject to any material litigation, 
complaint, or enforcement action regarding cannabis (or otherwise) brought by any governmental 
authority. 

Limited market for securities. 

The Company’s Shares are expected to be listed on the CSE, however, there can be no assurance that an 
active and liquid market for the Shares will develop or be maintained.  

Emerging industry. 

As a participant in the emerging CBD industry, the Company will have limited access to industry 
benchmarks in relation to its business. Industry-specific data points such as operating ratios, research and 
development projects, debt structures, compliance and other financial and operational related data is 
limited and accordingly, management will be required to make decisions in the absence of such data 
points. 
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Discretion in the use of proceeds. 

Management will have broad discretion concerning the use of the proceeds of the Subscription Receipt 
Financing, as well as the timing of their expenditure. The results and the effectiveness of the application 
of the net proceeds are uncertain. If the proceeds are not applied effectively, the results of the Company’s 
operations may suffer. Shareholders may not agree with the manner in which management chooses to 
allocate and spend the net proceeds of the Subscription Receipt Financing. 

Holding company. 

The Company is a holding company and will not have any significant assets other than NNZ Shares and 
will conduct substantially all of its business through NNZ. The ability of NNZ to distribute funds to the 
Company will depend on its operating results, tax considerations (both domestic and cross-border) and 
will be subject to applicable laws and regulations which require that solvency and capital standards be 
maintained by NNZ and contractual restrictions contained in the instruments governing its debt, existing 
or if incurred.  

Negative cash flow. 

The Company has not and does not expect to generate significant revenue or cash flow for a period of 
time. As a result of the Company’s negative cash flow, the Company will continue to rely on the issuance 
of securities or other sources of financing to generate the funds required to fund corporate expenditures. 
The Company may continue to have negative operating cash flow for the foreseeable future. 

International regulatory risks generally. 

If the Company expands internationally or engages in the international sale of hemp-derived products, it 
will become subject to the laws and regulations of the foreign jurisdictions in which it operates, or in 
which it imports or exports products or materials, including but not limited to customs regulations in the 
importing and exporting countries. The laws governing hemp and CBD differ in various jurisdictions and 
are subject to change. Under the 1961 United Nations Single Convention, all extracts of the cannabis 
plant are considered Schedule I substances. 

The varying laws and rapidly changing regulations may impact the Company’s operations, including but 
not limited to the Company’s ability to ensure compliance. In addition, the Company may avail itself of 
proposed legislative changes in certain jurisdictions to expand its product portfolio, which expansion may 
include business and regulatory compliance risks as yet undetermined. Failure by the Company to comply 
with the evolving regulatory framework in any jurisdiction could have a material adverse effect on the 
Company’s business, financial condition and results of operations. 

New business areas and geographic markets, and the Company’s ability to implement its business 
strategy in those markets. 

The Company’s growth strategy is dependent upon expanding its product offerings into new business 
areas or new geographic markets. There can be no assurance that these new business areas and geographic 
markets will generate the anticipated clients and revenue. In addition, any expansion into new business 
areas or geographic markets could expose the Company to new risks, including compliance with 
applicable laws and regulations, changes in the regulatory or legal environment; different customer 
preferences or habits; adverse exchange rate fluctuations; adverse tax consequences; difficulties staffing 
and managing foreign operations; infringement of third-party intellectual property rights; the cost of 
adapting its products for new markets; difficulties collecting accounts receivable; or difficulties associated 
with repatriating cash generated or held abroad in a tax-efficient manner. 
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Operating in different international regions could mean that revenues earned from customers may 
decrease in the future for a variety of reasons, including increased competition and new entrants into 
geographic markets in which the Company intends to operate. Depending on the countries involved, any 
or all of the foregoing factors could have a material adverse effect on Company’s business, financial 
condition and results of operations. 

The growth and expansion of the Company’s business is heavily dependent upon the successful 
implementation of the Company’s business strategy. There can be no assurance that the Company will be 
successful in the implementation of its business strategy. These factors could cause the Company’s 
expansion into new business areas or geographic markets to be unsuccessful or less profitable or could 
cause the Company’s operating costs to increase unexpectedly or its sales to decrease, any of which could 
have a material adverse effect on the Company’s prospects, business, financial condition or results of 
operations. In addition, there can be no assurance that laws or administrative practices relating to taxation, 
foreign exchange or other matters in countries within which the Company intends to operate will not 
change. Any such change could have a material adverse effect on the Company’s business, financial 
condition and results of operations. 

Additional risks relating to doing business internationally. 

International markets will be a focus for expansion and revenue growth for the Company. Several factors, 
including legal and regulatory compliance and weakened economic conditions in any of the international 
jurisdictions in which the Company expects to do business or have projects, could adversely affect such 
expansion and growth. 

Additionally, the Company’s entry into new international jurisdictions requires management attention and 
financial resources that would otherwise be spent on other parts of the business. 

Some of the countries in which the Company expects to sell products are to some degree subject to 
political, economic, and/or social instability. International business operations exposes the Company to 
risks and expenses inherent in operating or selling products in foreign jurisdictions, and developing and 
emerging markets in particular, where these risks may be heightened. 

In addition to the risks mentioned elsewhere, these risks and expenses could have a material adverse 
effect on the Company’s business, results of operations or financial condition and include without 
limitation: 

 adverse currency rate fluctuations; 

 risks associated with complying with laws and regulations in the countries in which the Company 
expects to sell products, and requirements to apply for and obtain licenses, permits or other 
approvals and the delays associated with obtaining such licenses, permits or other approvals; 

 multiple, changing and often inconsistent enforcement of laws, rules and regulations; 

 risks associated with reliance on international agents and representatives, including the possible 
failure of such agents and representatives to appropriately understand, represent and effectively 
market the Company’s products; 

 the imposition of additional foreign governmental controls or regulations, new or enhanced trade 
restrictions or non-tariff barriers to trade, or restrictions on the activities of foreign agents, 
representatives and distributors; 
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 increases in taxes, tariffs, customs and duties, or costs associated with compliance with import 
and export licensing and other compliance requirements; 

 the imposition of restrictions on trade, currency conversion or the transfer of funds or limitations 
on the Company’s ability to repatriate non-Colombian earnings in a tax effective manner; 

 the imposition of Canadian or Colombian and/or other international sanctions against a country, 
company, person or entity with whom the Company does business that would restricts or prohibit 
the Company’s continued business with the sanctioned country, company, person or entity; 

 downward pricing pressure on the Company’s products in the international markets, due to 
competitive factors or otherwise; 

 laws and business practices favouring local companies; 

 political, social or economic unrest or instability, including without limitation military conflicts 
and acts of terrorism, military repression, war or civil war, social and labour unrest, organized 
crime, hostage-taking and violent crime; 

 expropriation and nationalization and/or renegotiation or nullification of necessary licenses, 
approvals, permits and contracts; 

 greater risk on credit terms, longer payment cycles and difficulties in enforcing agreements and 
collecting receivables through certain foreign legal systems; 

 difficulties in enforcing or defending intellectual property rights; and 

 the effect of disruptions caused by severe weather, natural disasters, outbreak of disease or other 
events that make travel to a particular region less attractive or more difficult. 

Governments in certain foreign jurisdictions intervene in their economies, sometimes frequently, and 
occasionally make significant changes in policies and regulations. Operations may be affected in varying 
degrees by government regulations with respect to, but not limited to, restrictions on doing business, price 
controls, export controls, currency remittance, importation of product and supplies, income and other 
taxes, royalties, the repatriation of profits, expropriation of property, foreign investment, maintenance of 
concessions, licenses, approvals and permits, environmental matters, land use, land claims of local 
people, water use and workplace safety. Furthermore, some of the Company’s operations and sales are 
conducted in parts of the world that experience illegal sales practices or corruption or are operated under 
legal systems susceptible to undue influences to some degree. Although the Company has policies and 
procedures in place that are designed to promote legal and regulatory compliance, the employees, 
business partners and consultants of the Company could take actions that violate applicable anti-
corruption laws or regulations. Violations of these laws, or allegations of such violations, could result in 
loss, reduction or expropriation and/or have a material adverse effect on the Company’s business, results 
of operations or financial condition. 

The Company’s international efforts may not produce desired levels of sales. If and when the Company 
enters into new markets in the future, it may experience different competitive conditions and/or different 
customer requirements. As a result, the Company may be less successful than expected in expanding sales 
in its current and targeted international markets. Sales into new international markets may take longer to 
ramp up and reach expected sales and profit levels, or may never do so, thereby affecting the Company’s 
overall growth and profitability. To build brand awareness in these new markets, the Company may need 
to make greater investments in legal compliance, advertising and promotional activity than originally 
planned, which could negatively impact the expected profitability of sales in those markets. These or one 
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or more of the other factors listed above may harm the Company’s business, results of operations or 
financial condition.  

The Company will continue to monitor developments and policies in the emerging markets in which it 
will operate and assess the impact thereof to its operations, however such developments cannot be 
accurately predicted and could have an adverse effect on the Company’s operations or profitability. 

Risks related to possible operations in the United States. 

Marijuana remains illegal under U.S. federal law 

Marijuana is a Schedule 1 controlled substance and is illegal under federal U.S. law. Even in those states 
in which the use of marijuana has been legalized, its use remains a violation of federal law. Since federal 
law criminalizing the use of marijuana is not pre-empted by state laws that legalize its use, strict 
enforcement of federal law regarding marijuana could harm the Company if it proceeded with an 
acquisition with a connection to the U.S. marijuana industry. 

Federal Regulation of Marijuana in the United States 

Notwithstanding the permissive regulatory environment of cannabis at the state level, cannabis continues 
to be categorized as a Schedule 1 controlled substance under the Federal CSA in the United States and as 
such, remains illegal under federal law in the United States. 

As a result of the conflicting views between state legislatures and the federal government regarding 
cannabis, investments in cannabis businesses in the United States are subject to inconsistent legislation 
and regulation. The response to this inconsistency was addressed in August 2013 when then Deputy 
Attorney General, James Cole, authored the “Cole Memorandum” addressed to all United States district 
attorneys acknowledging that, notwithstanding the designation of cannabis as a controlled substance at the 
federal level in the United States, several states had enacted laws relating to cannabis for medical 
purposes. 

The Cole Memorandum outlined the priorities for the Department of Justice relating to the prosecution of 
cannabis offenses. In particular, the Cole Memorandum noted that in jurisdictions that have enacted laws 
legalizing cannabis in some form and that have also implemented strong and effective regulatory and 
enforcement systems to control the cultivation, distribution, sale and possession of cannabis, conduct in 
compliance with those laws and regulations is less likely to be a priority at the federal level. Notably, 
however, the Department of Justice never provided specific guidelines for what regulatory and 
enforcement systems it deemed sufficient under the Cole Memorandum standard. In light of limited 
investigative and prosecutorial resources, the Cole Memorandum concluded that the Department of 
Justice should be focused on addressing only the most significant threats related to cannabis. States where 
medical cannabis had been legalized were not characterized as a high priority. 

In March 2017, then-newly appointed Attorney General Jeff Sessions again noted limited federal 
resources and acknowledged that much of the Cole Memorandum had merit. However, on January 4, 
2018, Mr. Sessions issued the “Sessions Memorandum” that rescinded and superseded the Cole 
Memorandum effective immediately.14 The Sessions Memorandum stated, in part, that current law 
reflects “Congress’ determination that cannabis is a dangerous drug and cannabis activity is a serious 
crime”, and Mr. Sessions directed all U.S. Attorneys to enforce the laws enacted by Congress and to 

14 U.S. Dept. of Justice. (2018). Memorandum for all United States Attorneys re: Marijuana Enforcement. 
Washington, DC: US Government Printing Office. Retrieved from https://www.justice.gov/opa/press- 
release/file/1022196/download. 
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follow well-established principles when pursuing prosecutions related to cannabis activities. The 
inconsistency between federal and state laws and regulations is a major risk factor for U.S. cannabis 
companies. 

As a result of the Sessions Memorandum, federal prosecutors are be free to utilize their prosecutorial 
discretion to decide whether to prosecute cannabis activities despite the existence of state-level laws that 
may be inconsistent with federal prohibitions. No direction was given to federal prosecutors in the 
Sessions Memorandum as to the priority they should ascribe to such cannabis activities and, as a result, it 
is uncertain how active federal prosecutors will be in relation to such activities. 

The DOJ is now headed by Attorney General William Barr, who was confirmed to such post by the 
Senate on February 14, 2019, following Attorney General Sessions’ resignation in late 2018 and the 
interim tenure of Matthew Whitaker as Acting Attorney General. Attorney General Barr, who also served 
in such position under President George H.W. Bush, announced that he did not foresee enforcement of 
federal cannabis laws against state-legal actors. “I’m not going to go after companies that have relied on 
the Cole memoranda,” Barr told Senator Cory Booker (D-N.J.) during his confirmation hearings. “My 
approach to this would be not to upset settled expectations and the reliance interest that have arisen as a 
result of the Cole memoranda and investments have been made.” 

While Mr. Barr has made his stance toward the Cole Memorandum clear, he remains skeptical of the 
state-legal cannabis industry in general. He has indicated his support for a broad federal criminalization of 
cannabis, and declared in his confirmation hearings that “[i]t’s incumbent on the Congress to make a 
decision as to whether we are going to have a federal system or whether it’s going to be a central federal 
law.” While this position is somewhat contradictory with respect to his statements regarding the Cole 
Memorandum, it appears that Mr. Barr intends to refrain from initiating prosecutions against state-
compliant actors at this time, and would likely look for Congressional action of some kind prior to 
changing this stance. 

Mr. Barr has made no public comments regarding the FinCEN Memorandum. Because the FinCEN 
Memorandum is not a Department of Justice memorandum, but from the Department of the Treasury, Mr. 
Barr would not control its revocation. However, Mr. Barr’s stance toward the 2014 Cole Memo indicates 
that the FinCEN Memorandum will continue to guide his decisions regarding enforcement priorities. 

Neither the Sessions Memorandum nor Mr. Barr has discussed the treatment of medical cannabis by 
federal prosecutors, which is currently protected against enforcement by enacted legislation from United 
States Congress in the form of the Leahy Amendment to the Consolidated Appropriations Act of 2019, 
which prevents federal prosecutors from using federal funds to impede the implementation of medical 
cannabis laws enacted at the state level, subject to Congress restoring such funding. Due to the ambiguity 
of the Sessions Memorandum, 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, but the Leahy 
Amendment does provide protection from prosecution for medical cannabis businesses. 

When President Trump signed the omnibus appropriations bill containing the Leahy Amendment on 
February 15, 2019, he added a signing statement: “Division C, section 537, provides that the Department 
of Justice may not use any funds to prevent implementation of medical marijuana laws by various States 
and territories. I will treat this provision consistent with the President’s constitutional responsibility to 
faithfully execute the laws of the United States.” Inclusion of this signing statement does not appear at 
this time to indicate a new approach to enforcement of federal cannabis laws by the White House, but 
does illustrate the legal uncertainty surrounding the industry. 

Federal law is not pre-empted by state law in these circumstances, so the federal government can 
prosecute criminal violations of federal cannabis laws despite the existence of state laws allowing such 
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activity. The level of prosecutions of state-legal cannabis operations is entirely unknown; nonetheless the 
stated position of the current administration is hostile to legal cannabis, and furthermore may be changed 
at any time by the DOJ, to become even more aggressive. The Sessions Memorandum lays the 
groundwork for United States Attorneys to take their cues on enforcement priority from the federal law 
enforcement guidance set forth in the U.S. Attorney’s Manual (“USAM”). If the DOJ policy under 
Attorney General Jeff Sessions was to aggressively pursue financiers or equity owners of cannabis-related 
business, and United States Attorneys followed such DOJ policies through pursuing prosecutions, then 
the Company could face (i) the seizure of its cash and other assets used to support or derived from its 
cannabis subsidiaries, (ii) the arrest of its employees, directors, officers, managers and investors, and (iii) 
charges of ancillary criminal violations of the Federal CSA for aiding and abetting and conspiring to 
violate the Federal CSA by virtue of providing financial support to cannabis companies that service or 
provide goods to state-licensed or permitted cultivators, processors, distributors, and/or retailers of 
cannabis. 

Now that the Cole Memorandum has been repealed by former Attorney General Jeff Sessions, the 
Department of Justice under Attorney General William Barr and the current administration or an 
aggressive federal prosecutor could allege that the Company and its Board and, potentially its 
Shareholders, “aided and abetted” violations of federal law by providing finances and services to its 
portfolio cannabis companies. It the Company were to acquire operations with ancillary involvement to 
the U.S. cannabis industry, it is possible that the federal prosecutor would seek to seize the assets of the 
Company, and to recover the “illicit profits” previously distributed to shareholders resulting from any of 
the foregoing financing or services.  

On January 12, 2018, the Canadian Securities Administrators issued a statement that they were 
considering whether the disclosure-based approach for issuers with U.S. cannabis-related activities 
remains appropriate in light of the rescission of the Cole Memorandum. On February 8, 2018 the 
Canadian Securities Administrators published 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 United States cannabis industry. 

There can be no assurance as to the position any new administration may take on cannabis and a new 
administration could decide to enforce the federal laws strongly. Any enforcement of current federal laws 
could cause significant financial damage to companies with U.S. cannabis operations. Further, future 
presidential administrations may want to treat marijuana differently and potentially enforce the federal 
laws more aggressively. 

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, disgorgement of profits, 
cessation of business activities or divestiture. This could have a material adverse effect on companies with 
U.S. cannabis operations, including their reputation and ability to conduct business, financial position, 
operating results, profitability or liquidity or the market price of any publicly traded common shares. In 
addition, it is difficult to estimate the time or resources that would be needed 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. 
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Restricted access to banking. 

In February 2014, FinCEN issued guidance (which is not law) with respect to financial institutions 
providing banking services to cannabis businesses, including burdensome due diligence expectations and 
reporting requirements.15 This guidance does not provide any safe harbors or legal defenses from 
examination or regulatory or criminal enforcement actions by the Department of Justice, FinCEN or other 
federal regulators. Thus, most banks and other financial institutions in the United States do not appear to 
be comfortable providing banking services to cannabis-related businesses, or relying on this guidance, 
which can be amended or revoked at any time by the Trump Administration. In addition to the foregoing, 
banks may refuse to process debit card payments and credit card companies generally refuse to process 
credit card payments for cannabis-related businesses. As a result, companies with exposure to the U.S. 
cannabis industry may have limited or no access to banking or other financial services in the United 
States. In addition, federal money laundering statutes and Bank Secrecy Act regulations discourage 
financial institutions from working with any organization that sells a controlled substance, regardless of 
whether the state it resides in permits cannabis sales. In the Company were to acquire a business with 
ancillary connections to the U.S. cannabis industry in the future, such limitation on the ability to open or 
maintain bank accounts, obtain other banking services and/or accept credit card and debit card payments 
could make it difficult for the Company to operate and conduct business as planned or to operate 
efficiently in the United States. 

Regulatory scrutiny of the Company’s interests in the United States. 

For the reasons set forth above, any interests in the United States cannabis market, could make the 
Company the subject of heightened scrutiny by regulators, stock exchanges, clearing agencies and other 
authorities in Canada. As a result, the Company could become subject to significant direct and indirect 
interaction with public officials. 

Risk of Criminal Prosecutions for Money Laundering. 

Federal money laundering statutes criminalize certain transactions involving the proceeds of activity 
which is itself criminal. Loss of “illicit profits” is also a risk. Notwithstanding the foregoing, the FinCEN 
Memorandum outlines the circumstances under which banks may provide financial services to businesses 
involved in the cannabis space without triggering enforcement priorities. 

Risk of RICO prosecution or civil liability. 

The Racketeer Influenced Corrupt Organizations Act, or “RICO”, criminalizes the use of any profits from 
certain defined “racketeering” activities in interstate commerce. While intended to provide an additional 
cause of action against organized crime, due to the fact that cannabis is illegal under U.S. federal law, the 
production and sale of cannabis qualifies cannabis-related businesses as “racketeering” as defined by 
RICO. As such, all officers, managers and owners in a cannabis related business operating in the U.S. 
could be subject to criminal prosecution under RICO, which carries substantial criminal penalties. 

RICO can create civil liability as well: persons harmed in their business or property by actions which 
would constitute racketeering under RICO often have a civil cause of action against such “racketeers,” 
and can claim triple their amount of estimated damages in attendant court proceedings. 

15 Department of the Treasury Financial Crimes Enforcement Network. (2014). Guidance re: BSA Expectations 
Regarding Marijuana-Related Businesses (FIN-2014-G001). Retrieved from 
https://www.fincen.gov/resources/statutes-regulations/guidance/bsa-expectations-regarding-marijuana-related- 
businesses. 
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Risk of Civil Asset Forfeiture. 

Because the cannabis industry remains illegal under U.S. federal law, any property owned by participants 
in the cannabis industry which are either used in the course of conducting such business, or are the 
proceeds of such business, could be subject to seizure by law enforcement and subsequent civil asset 
forfeiture. Even if the owner of the property were never charged with a crime, the property in question 
could still be seized and subject to an administrative proceeding by which, with minimal due process, it 
could be subject to forfeiture. 

Anti-money Laundering Laws and Regulations. 

The Company is subject to a variety of laws and regulations domestically and may be subject to the laws 
and regulations of the United States 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), the Criminal 
Code (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 United 
States and Canada. 

In February 2014, FinCEN issued the FinCEN Memorandum which states that in some circumstances it 
may not be appropriate to prosecute banks that provide services to cannabis-related businesses for 
violations of federal money laundering laws. It refers to supplementary guidance that former Deputy 
Attorney General Cole issued to federal prosecutors relating to the prosecution of money laundering 
offenses predicated on cannabis-related violations of the CSA. It is unclear at this time whether the 
current administration will follow the guidelines of the FinCEN Memorandum. Under U.S. federal law, 
banks or other financial institutions that provide a cannabis-related 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.  

If any of the Company’s investments, or any proceeds thereof, any dividends or distributions therefrom, 
or any profits or revenues accruing from such investments in the United States or Canada 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 the ability of the Company to declare or pay dividends, effect other 
distributions or subsequently repatriate such funds back to Canada. Furthermore, while the Company has 
no current intention to declare or pay dividends on its Shares in the foreseeable future, the Company may 
decide or be required to suspend declaring or paying dividends without advance notice and for an 
indefinite period of time. 

18. Promoters 

18.1 Promoters 

Prior to and following the completion of the NNZ Acquisition, Joel Shacker may be considered a 
promoter of the Company, in that he took the initiative in substantially reorganizing its business. 
Following completion of the NNZ Acquisition and the Subscription Receipt Financing, the promoter’s 
shareholdings in the Company are as follows: 
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Name of Promoter 

Number of Common Shares 
beneficially owned or controlled 

as at the date of the Listing 
Statement(1)

Percentage of Issued and 
Outstanding Common 

Shares(2)

Joel Shacker 266,666 0.3% 

Notes: 
(1) The information as to voting securities beneficially owned, directly or indirectly, is based upon information furnished by the 

directors and officers of the Company. 
(2) Based on 80,732,902 Shares issued and outstanding upon completion of the NNZ Acquisition and the Subscription Receipt 

Financing. 

19. Legal Proceedings 

19.1 Legal Proceedings 

There are no legal proceedings material to the Company to which the Company or a subsidiary of the 
Company is a party or of which any of their respective property is the subject matter, nor are there any 
such proceedings known to the Company to be contemplated.  

19.2 Regulatory Actions 

The Company is not subject to: (i) any penalties or sanctions imposed by a court relating to provincial and 
territorial securities legislation or by a securities regulatory authority within three years immediately 
preceding the date of this Listing Statement; or (ii) any other penalties or sanctions imposed by a court or 
regulatory body against the Company that are necessary to contain full, true and plain disclosure of all 
material facts relating to the securities being listed. The Company has not entered into any settlement 
agreements before a court relating to provincial and territorial securities legislation or with a securities 
regulatory authority within the three years immediately preceding the date of this Listing Statement. 

20. Interest of Management and Others in Material Transactions 

The Company is not aware of any direct or indirect material interest in any matter to be acted upon or any 
material transaction during the last three fiscal years, of any director, executive officer or principal 
Shareholder.  

21. Auditors, Transfer Agents and Registrars 

21.1 Auditors

Company 

The auditor of the Company prior to the NNZ Acquisition was Manning Elliott LLP, Chartered 
Professional Accountants, at its office located at Suite 1700, 1030 West Georgia Street, Vancouver, 
British Columbia, V6E 2Y3. Following completion of the NNZ Acquisition, the auditor of the Company 
is Davidson & Company LLP, Chartered Professional Accountants, at its office located at Suite 1200, 609 
Granville Street, Vancouver, British Columbia, V7Y 1G8. 

NNZ 

The auditor of NNZ prior to the NNZ Acquisition was Davidson & Company LLP, Chartered 
Professional Accountants, at its office located at Suite 1200, 609 Granville Street, Vancouver, British 
Columbia, V7Y 1G8



84 

21.2 Transfer Agent and Registrar 

The transfer agent and registrar of the Company is Computershare Trust Company of Canada, at its office 
located at 3rd Floor, 510 Burrard Street, Vancouver, British Columbia, V6C 3B9. Computershare was 
also the Company’s transfer agent and registrar prior to the NNZ Acquisition. 

22. Material Contracts 

22.1 Material Contracts 

During the course of the two years prior to the date of this Listing Statement, the Company entered into 
the following material contracts, other than contracts entered into in the ordinary course of business: 

 Ihuana Purchase and Sale of Shares Agreement 

 Lease Agreement for the Leased Agricultural Land 

 Expansion Land Lease Agreement 

 Expansion Land Purchase Promise Agreement 

 Share Purchase Agreement (see Schedule “F”) 

 Escrow Agreement (see Section 11 – Escrowed Securities) 

23. Interest of Experts 

Manning Elliott LLP, auditors of the Company, prepared the auditor’s report for the audited financial 
statements of the Company at and for the fiscal years ended December 31, 2018, 2017 and 2016. They are 
independent as determined by the Chartered Professional Accountants of British Columbia.  

Davidson & Company LLP, auditors of NNZ, prepared the auditor’s report for the audited financial 
statements of NNZ as at and for the period from the date of incorporation to June 30, 2019. They are 
independent as determined by the Institute of Chartered Accountants of British Columbia. 

No other person or company who is named as having prepared or certified a part of this Listing Statement 
or prepared or certified a report or valuation described or included in this Listing Statement has any direct 
or indirect interest in the property of the Company or of a related person of the Company, or beneficially 
owns, directly or indirectly any securities of the Company or of any related persons of the Company. 

24. Other Material Facts 

There are no other material facts relating to the Company and its securities that are not elsewhere 
disclosed herein and which are necessary in order for this document to contain full, true and plain 
disclosure of all material facts relating to the Company and its securities. 

25. Financial Statements  

Financial statements for Company the six-month period ended June 30, 2019 (unaudited) and the years 
ended December 31, 2018, 2017 and 2016 (audited) are appended to this Listing Statement as Schedule 
“A”.  

Audited financial statements for NNZ for the period from incorporation through to June 30, 2019 are 
appended to this Listing Statement as Schedule “C”.  
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Pro-forma financial statements for the Company, assuming the completion of the NNZ Acquisition and 
the Subscription Receipt Financing, as at June 30, 2019 are appended to this Listing Statement as 
Schedule “E”. 
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CERTIFICATE OF THE ISSUER 

Pursuant to a resolution duly passed by the Board of Directors, Mota Ventures Corp. hereby applies for 
the listing of the above-mentioned securities on the CSE. The foregoing contains full, true and plain 
disclosure of all material information relating to Mota Ventures Corp. It 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 Vancouver, British Columbia this 29th day of November, 2019. 

/signed/ “Joel Shacker” /signed/ “Szascha Lim”
Joel Shacker 
Chief Executive Officer, Promoter 

Szascha Lim 
Chief Financial Officer 

/signed/ “Patrick Morris” /signed/ “Sam Mithani”
Patrick Morris 
Director 

Sam Mithani
Director 
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CERTIFICATE OF THE TARGET 

The foregoing contains full, true and plain disclosure of all material information relating to NNZ 
Consulting Corp. It 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 Vancouver, British Columbia this 29th day of November, 2019. 

/signed/ “Nima Bahrami”
Nima Bahrami 
Director 
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Condensed Interim Consolidated Financial Statements of 
 

Primary Energy Metals Inc. 
 
Three and Six months ended June 30, 2019 and 2018 
(Expressed in Canadian dollars) 
(Unaudited) 
 



Primary Energy Metals Inc. 
Condensed Interim Consolidated Statements of Financial Position 
(Expressed in Canadian dollars) 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
1 

 
 

June 30, December 31,
2019 2018

(Unaudited) (Audited)

Assets
Current assets

Cash 915,332$       1,457$           
Amounts receivable 10,317           35,958         
Prepaid expenses and deposits 5,000             40,750         
Assets held for sale (Note 5) 30,000           45,000         

Total assets 960,649$       123,165$       

Liabilities
Current liabilities

Amounts payable and accrued liabilities (Note 4) 369,360$       355,909$       
Due to related parties (Note 4) 8,250             20,250         
Loan payable (Note 3) 25,000           -                     

402,610         376,159         

Share capital (Note 6) 5,177,566      4,040,541    
Equity reserve (Note 6) 865,657         865,657       
Deficit (5,485,184)     (5,159,192)   

558,039         (252,994)      
960,649$       123,165$       

Nature and continuance of operations (Note 1)
Subsequent events (Note 6(c), 9)

Approved by the Board of Directors and authorized for issue on August 29, 2019:

Patrick Morris   Director

Zachary Stadnyk   Director  

Equity (Deficiency)

Total equity (deficiency)
Total liabilities and equity (deficiency)



Primary Energy Metals Inc. 
Condensed Interim Consolidated Statements of Loss and Comprehensive Loss 
(Expressed in Canadian dollars) 
(Unaudited) 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
2 

 
 

Three months ended June 30, Six months ended June 30,
2019 2018 2019 2018

Expenses
Advisory and consulting 118,150$    $       25,000 183,387$       $         51,000 
Interest and bank charges            1,481 9,811         2,233             10,329         
Office, rent and miscellaneous          13,801 7,954         21,508           26,534         
Professional fees 42,505       41,928       50,885           53,518         
Property investigation cost (Note 5) -             -             3,859                                -   
Regulatory and transfer agent 10,070       4,043         17,029           17,679         
Salaries and benefits            4,000                  -   4,000                                -   
Share-based compensation (Note 6)                  -                    -                       -            172,229 
Travel          62,133 43,053       68,364           58,088         

(252,140)    (131,789)    (351,265)        (389,377)      

Exploration tax credit                  -                    -               25,273                    -   

Net loss and comprehensive loss  $   (252,140)  $   (131,789)  $     (325,992)  $     (389,377)

Basic and diluted loss per share  $         (0.02)  $         (0.06)  $           (0.03)  $           (0.21)

Weighted average number of common shares
    outstanding - basic and diluted 11,362,670  2,033,244    9,762,413      1,858,150      

 
 



Primary Energy Metals Inc. 
Condensed Interim Consolidated Statements of Equity 
(Expressed in Canadian dollars) 
(Unaudited) 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
3 

 
 

Equity
Number Amount Reserve Deficit Total

Balance at December 31, 2017 1,561,000      541,701$       -$                 (213,614)$        328,087$       
Shares issued for cash 460,000         460,000         -                   -                       460,000         
Share issue costs -                     (106,619)        -                   -                       (106,619)        
Shares issued for services 10,000           10,000           -                   -                       10,000           
Shares issued for finance costs 8,876             9,321             -                   -                       9,321             
Share-based compensation -                     -                     172,229       -                       172,229         
Net loss and comprehensive loss -                     -                     -                   (389,377)          (389,377)        
Balance at June 30, 2018 2,039,876      914,403         172,229       (602,991)          483,641         
Private placement 1,676,780      922,229         335,356       -                       1,257,585      
Share issue costs -                     (388,913)        -                   -                       (388,913)        
Agent's warrants -                     (32,203)          32,203         -                       -                     
Share issued for mineral properties 1,245,500      685,025         -                   -                       685,025         
Shares issued for acquisition of 1177527 B.C. Ltd. 2,000,000      1,400,000      -                   -                       1,400,000      
Shares issued for acquisition of Prost Vanadium Ltd. 1,200,000      540,000         -                   -                       540,000         
Share-based compensation -                     -                     325,869       -                       325,869         
Net loss and comprehensive loss -                     -                     -                   (4,556,201)       (4,556,201)     
Balance at December 31, 2018 8,162,156      4,040,541      865,657       (5,159,192)       (252,994)        
Private placement 15,160,330    1,137,025      -                       1,137,025      
Net loss and comprehensive loss -                     -                     -                   (325,992)          (325,992)        
Balance at June 30, 2019 23,322,486  5,177,566$   865,657$    (5,485,184)$     558,039$      

              Common Shares

 



Primary Energy Metals Inc. 
Condensed Interim Consolidated Statements of Cash Flows 
(Expressed in Canadian dollars) 
(Unaudited) 

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial statements. 
4 

 
 

2019 2018

Operating activities
Net loss (325,992)$       (389,377)$       
Items not involving cash:

Share based compensation                     -   172,229        
Shares issued for finance fees                     -   9,321            

Changes in non-cash working capital items:
Amounts receivable 25,641            (5,684)             
Prepaid expenses and deposits 35,750                               -   
Amounts payable and accrued liabilities 13,451            31,879            

(251,150)         (181,632)         

Investing activities
Exploration and evaluation costs                     -   (113,321)         
Asset held for sale sold (Note 5)             15,000 -                  

Cash provided by investing activities             15,000 (113,321)         

Financing activities
Deferred financing costs                     -   10,000          
Due to related parties            (12,000) 47,425          
Loan payable 25,000                               -   
Proceeds on shares issued, net of share issue costs        1,137,025 363,381        

       1,150,025 420,806        

Change in cash 913,875          125,853        
Cash, beginning of period 1,457              40,125            
Cash, end of period 915,332$        165,978$       

Six months ended June 30,
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1. NATURE AND CONTINUANCE OF OPERATIONS 

 
The Company was incorporated as Media Link Technology Corporation under the Laws of the Province of British 
Columbia on July 15, 2010. On January 19, 2011, the Company changed its name to Media Cloud Systems Inc. On 
September 14, 2016, the Company changed its name from Media Cloud Systems Inc. to Bego Advanced Materials 
Inc.  On January 26, 2017, the Company changed its name to Primary Cobalt Corp. On August 31, 2018, the 
Company changed its name to Primary Energy Metals Inc.  The address of the Company’s corporate office and its 
principal place of business is Suite 800 – 1199 W Hastings Street, Vancouver BC, Canada V6E 3T5. 

 
The Company began operations on July 15, 2010 and its principal business activity was software development.  As 
of December 31, 2011, the Company ceased the software development business and began looking for a new 
business and financing.  On March 31, 2017, the Company entered into a mineral property purchase option 
agreement.  As at June 30, 2019, the Company is focused on closing the Transaction (see note 9). 

 
These unaudited condensed interim consolidated financial statements have been prepared on the assumption that 
the Company will continue as a going concern, meaning it will continue in operation for the foreseeable future and 
will be able to realize assets and discharge liabilities in the ordinary course of operations.  Different bases of 
measurement may be appropriate if the Company was not expected to continue operations for the foreseeable 
future.  As at June 30, 2019, the Company had a working capital of $558,039. During the six months ended June 
30, 2019, the Company incurred a net loss of $325,992, and at June 30, 2019, the Company has not achieved 
profitable operations, has accumulated losses of $5,485,184 since inception and expects to incur further losses in 
the development of its business.  The above material uncertainties cast significant doubt about the Company’s 
ability to continue as a going concern. The Company’s continuation as a going concern is dependent upon its ability 
to attain profitable operations to generate funds and its ability to raise equity capital or borrowings sufficient to meet 
its current and future obligations. Although the Company has been successful in the past in raising funds to 
continue operations, there is no assurance it will be able to do so in the future. 
 
On February 20, 2019, the Company consolidated its shares on the basis of ten pre-consolidation common shares 
for one post-consolidation common share of the Company.  All references to the number of shares and per share 
amounts have been retroactively restated as if the consolidation had occurred January 1, 2017. 
 
In June 2019, the Company completed a non-brokered private placement of 15,160,330 units at a price of $0.075 
per unit for gross proceeds of $1,137,025. Each unit consisted of one common share, and one half of one common 
share purchase warrant, each of which exercisable at $0.15 until June 11, 2021. There were no share issue costs 
incurred relating to this private placement during the six months ended June 30, 2019. 
 
These unaudited condensed interim financial statements were approved and authorized for issuance on August 28, 
2019. 

 
2. BASIS OF PRESENTATION 
 

(a) Statement of compliance 
 

The Company prepares its financial statements in accordance with International Financial Reporting Standards 
(“IFRS”) as issued by the International Accounting Standards Board and interpretations of the IFRS 
Interpretation Committee. These condensed interim consolidated financial statements have been prepared in 
accordance with IAS 34, Interim Financial Reporting and follow the same accounting policies and methods of 
application as the Company’s most recent annual financial statements. Accordingly, they should be read in 
conjunction with the Company’s most recent annual financial statements. 

 
 
 
 
 
 



Primary Energy Metals Inc. 
Notes to the Condensed Interim Consolidated Financial Statements 
As at and for the three and six months ended June 30, 2019 and 2018 
(Expressed in Canadian dollars) 
(Unaudited) 

6 

 
2. BASIS OF PRESENTATION (Continued) 
 

(b) Basis of measurement 
 
These condensed interim consolidated financial statements have been prepared on an accrual basis, except 
for cash flow information, and are based on historical costs except for certain financial instruments which are 
measured at fair value.  The condensed interim consolidated financial statements are presented in Canadian 
dollars which is the Company’s functional currency. 
 

(c) Basis of consolidation 
 
These condensed interim consolidated financial statements include the accounts of the Company and its 
wholly-owned subsidiaries.  The results of the subsidiaries will continue to be included in the condensed 
interim consolidated financial statements of the Company until the date that the Company’s control over the 
subsidiary ceases.  Control exists when the Company has the power, directly or indirectly, to govern the 
financial and operating policies of an entity so as to obtain benefits from its activities.   

 
Details of the subsidiaries are as follows: 

 
 Percentage owned 
 Incorporation 2019 2018 
 

1177527 B.C. Ltd. British Columbia 100% 100%
Primary Nirvana Inc. Delaware 100% 100%
Prost Vanadium Ltd. British Columbia 100% 100%

 
Primary Nirvana Inc. is a US subsidiary that was incorporated under the laws of the State of Delaware on July 
27, 2018.  The US subsidiary was incorporated for the purpose of holding the Nirvana I project.  As at June 30, 
2019, the US subsidiary was inactive. 

 
1177527 B.C. Ltd. (“1177527”) was acquired on October 29, 2018 through a share purchase agreement and 
the sole purpose of 1177527 was to hold the Quebec property.  As at June 30, 2019, 1177527 was inactive. 

 
Prost Vanadium Ltd. (“Prost”) was acquired on November 21, 2018 through a share purchase agreement and 
the sole purpose of Prost was to hold the title and interest to the 176 lode claims in the La Sal District of San 
Juan in the State of Utah.  As at June 30, 2019, Prost was inactive. 
 

(d) Recently adopted accounting standards 
 
Certain new standards, interpretations, amendments and improvements to existing standards were issued by 
the IASB or IFRIC. Some updates that are not applicable or are not consequential to the Company may have 
been excluded from the list below. 
 
Standard effective for annual periods beginning on or after January 1, 2019 
 
IFRS 16 – Leases - On January 13, 2016 the IASB issued IFRS 16, “Leases”. This 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 asset and a lease liability representing its 
obligation to make lease payments. This standard substantially carries forward the lessor accounting 
requirements of IAS 17, while requiring enhanced disclosures to be provided by lessors. Other areas of the 
lease accounting model have been impacted, including the definition of a lease.  
 
There is no significant impact to the condensed interim consolidated financial statements from adoption of the 
standards and interpretations by the Company. 
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3. LOAN PAYABLE 
 

As at June 30, 2019, $25,000 was due to an arm’s length individual. The amount owed is non-interest bearing, 
unsecured, and payable upon demand.  

 
4. RELATED PARTY TRANSACTIONS AND BALANCES 

 
Key management personnel include those persons having authority and responsibility for planning, directing and 
controlling the activities of the Company as a whole. The Company has determined that key management 
personnel consist of executive and non-executive members of the Company’s Board of Directors and corporate 
officers. All related party transactions are incurred in the normal course of business at their exchange value.  

 
As at June 30, 2019, the Company owed $8,250 (December 31, 2018: $20,250) to a director and former Chief 
Executive Officer of the Company and to a company controlled by this director. The loan was provided as working 
capital, and included in current liabilities.  The amount owed is non-interest bearing, unsecured, and with no fixed 
repayment terms.  

 
As at June 30, 2019, the Company owed $63,501 (December 31, 2018: $nil) to a company controlled by the Chief 
Executive Officer of the Company for unpaid reimbursable expenses, which are included in amounts payable and 
accrued liabilities. The amounts owed are non-interest bearing, unsecured, and with no fixed repayment terms.  

During the six months ended June 30, 2019 and 2018, the Company incurred the following related party 
transactions: 
 

2019 2018
$ $

Transactions:
Share based compensation

               -   36,259
    Michael Mackey - former Director                -   18,129
    Barry Hemsworth – former Director,                -   36,259
    Harold Davidson – former Director                -   36,259

              -   18,129
               -   145,035

Consulting fees
    Director, former Chief Executive Officer 46,000 30,000
    Former Chief Financial Officer                -   4,000
    Former Director and Chief Financial Officer 19,200                  -   
    Former Director 6,300                  -   

71,500 34,000
Rent and occupancy costs paid to a company controlled 
by a former director

6,000 9,000

               -   
            9,746 

Balances:
Due to related parties: a director, former Chief Executive 
Officer, and company controlled by him

         8,250           47,425 

Accounts Payable
    Chief Executive Officer        63,500                  -   

Finance fee shares and interest paid to a company controlled 
by a Director and former Chief Executive Officer

    Patrick Morris - Director, former Chief Executive Officer

    Kenneth Phillippe – former Chief Financial Officer
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5.  MINERAL PROPERTY INTERESTS 
 

Nirvana 

Project

$ $ $ $ $

Acquisition Costs

Balance, December 31, 2017 112,500         -                 -                    -                    112,500             

Cash payments -                 249,026         215,686             -                    464,712             

Acquired on acquisition -                 -                 -                    50,000               50,000               

Shares issued 47,025           88,000           1,090,000          1,400,000          2,625,025          

Impairment of acquisition cost (114,525)        (337,026)        (1,305,686)        (1,450,000)        (3,207,237)        

Reclassification of asset held for sale (45,000)          (45,000)             

Balance, December 31, 2018 and June 30, 2019 -                 -                 -                    -                    -                    

Exploration and evaluation costs (“E & E”)

Balance, December 31, 2017 138,989         -                 -                    -                    138,989             

Geological and geophysical 121,180         87,170           -                    -                    208,350             

Impairment of E & E costs (260,169)        (87,170)          -                    -                    (347,339)           

Balance, December 31, 2018 and June 30, 2019 -                 -                 -                    -                    -                    

Total Mineral property interests

As at December 31, 2018 and June 30, 2019 -                 -                 -                    -                    -                    

Rocher 
Deboule 
Claims

Exco Claims
Quebec 
Property

Total
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5.  MINERAL PROPERTY INTERESTS (Continued) 
 

Rocher Déboulé Claims, British Columbia 
 

On March 31, 2017, the Company entered into a property purchase option agreement (the “RD Agreement”) to 
acquire an undivided 100% interest in four contiguous mineral claims, comprised of approximately 5,827 hectares, 
located in northwest British Columbia. The RD agreement requires payment of $50,000, and issuance of the greater 
of 150,000 common shares or 9.9% of the issued and outstanding common shares of the Company as at the 
completion of Phase II work, and not later than September 30, 2018, and incurring exploration expenditures of 
$180,000 as follows: 
 

Share Cash 
Issuance Payment

$ $

On signing memorandum of understanding (paid)             -   30,000                                        - 
On first day of execution of Agreement (paid)             -   20,000                                        - 
On or before May 31, 2017 (issued) 100,000             -                                        - 
On or before September 30, 2017 (issued)   25,000             -                               75,000 
On or before September 30, 2018 (issued)   25,000             -                             105,000 

150,000   50,000                             180,000 

Exploration Expenditures

 
 
In addition, on completion of the $105,000 exploration expenditures, the Company will issue additional shares to the 
optionor so that aggregate number of common shares issued to the optionor will not be less than 9.9% of the total 
issued and outstanding commons shares of the Company at the time of issuance. On August 27, 2018, the 
Company issued 85,500 common shares at fair value of $47,025. 
 
The property is subject to a 2% net smelter return, 1% of which can be purchased by the Company at $1,000,000. 
 
The Company staked one additional mineral claim during the year ended December 31, 2017, immediately adjacent 
to the four mineral claims, approximately 1,504 hectares in size, which is not subject to the RD Agreement. 
 
On August 27, 2018, the Company issued another 85,500 common shares pursuant to the terms of the agreement 
which was valued at the share price of $0.55 at the date of issuance totalling $47,025. 

 
On April 18, 2019, the Company entered into a property purchase agreement with Blue Lagoon Resources Inc. 
(“Blue Lagoon”) whereby the Company agreed to sell 100% interest in the Rocher Déboulé property to Blue Lagoon 
for $25,000 in cash and 200,000 common shares of Blue Lagoon as follows: 

 
a) Cash of $15,000 on execution of this agreement (received in April 2019) and $10,000 (received in July 2019) to 

be paid within 3 days of the final receipt for Blue Lagoon’s prospectus; and 
b) 200,000 common shares of Blue Lagoon within 10 business days after Blue Lagoon shares commence trading 

on the CSE. 
 

As a result of the sale to Blue Lagoon, the Company estimated the fair value of the property to be approximately 
$45,000; accordingly, the Company recorded an impairment of $374,694 during the year ended December 31, 
2018. As a result of this subsequent sale, the related assets held for sale and liabilities associated with assets held 
for sale respectively have been recorded as assets held for sale and classified as current on the consolidated 
statement of financial position.  
 
During the six months ended June 30, 2019, $15,000 was received on execution of this agreement. 
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5.  MINERAL PROPERTY INTERESTS (Continued) 

 
Exco Claims, Spain 
 
On July 30, 2018 the Company entered into a definitive agreement with Exco Mining S.A. (“Exco”) to acquire 85% 
interest in mining permits in two cobalt and two vanadium mineral properties located in Spain.  The agreement 
requires payments in cash and shares to acquire the option, work commitments, past expenditures and a consulting 
agreement, as follows: 

 
 On signing of the definitive agreement, the Company was required to make cash payments of 59,000 Euros 

(36,195 of this was subsequently forgiven, and the remainder was paid during the three months ended 
March 31, 2019) for reimbursement of expenses, repayment of a $158,280 loan (paid) and the issuance of 
100,000 common shares (issued) of the Company within seven days of signing.  The 100,000 common 
shares were fair valued at $55,000. 

 
 To earn 20% interest, the Company was required to make aggregate cash payments of 10,000 Euros 

(approximately $15,600) and issue common shares of the Company valued at 40,000 Euros within seven 
days of the signing of the definitive agreement with respects to each of the properties.  On September 11, 
2018, the Company issued the 60,000 common shares at a fair value of $33,000. 

 
 To earn an additional 30% interest, the Company was required to obtain the issuance of a research permit 

the Company will issue common shares of the Company valued at 400,000 Euros (approximately 
$624,000). 

 
 To earn the remaining 35% interest, the Company was required to incur 6,592,628 Euros in exploration 

expenditures as follows and are presented in Canadian dollars:  
 

 

Property Name 

1st year 
exploration 
expenditures 

2nd year 
exploration 
expenditures 

3rd year 
exploration 
expenditures 

 

Total 

Buran $ 480,948 $ 1,800,786 $ 1,058,881 $ 3,340,615 

Beatriz   355,758   1,329,853   702,936   2,388,547 

Odin   532,428   1,168,896   480,792   2,182,116 

Altair   527,748   1,364,682   480,792   2,373,222 

Total $ 1,896,882 $ 5,664,217 $ 2,723,401 $ 10,284,500 
 
Concurrently with the execution of this agreement, the Company executed a consulting agreement whereby Exco 
will provide consulting services at the rate of 10,000 Euros monthly (approximately $15,600) towards the exploration 
costs commencing on the closing date. During the year ended December 31, 2018, the Company expensed to 
property investigation cost $21,610 in due diligence cost on these properties. 
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5.  MINERAL PROPERTY INTERESTS (Continued) 
 

Exco Claims, Spain (Continued) 
 

On December 11, 2018, the Company and Exco amended the July 30, 2018 definitive agreement whereby the 
Company will facilitate the development of the property independently of each other.  

 
Exco has agreed to assign all rights to the research permit of Altair to a newly established Spanish subsidiary of the 
Company or as directed by the Company. As at December 31, 2018, the Company has not established a Spanish 
subsidiary. Exco will be responsible for all administrative filings necessary to complete the assignment and the 
Company will be responsible for reimbursing Exco.  As at December 31, 2018, the research permit is not yet issued, 
and Exco is obligated to holding the research permit once issued in trust for the Company. 

 
The Company will have the right to earn 50% interest in and to the research permit to Odin in consideration of the 
issuance of 150,000 common shares within thirty days of the issuance of the research permit and a further 40% 
interest by completing the aggregate exploration expenditures of not less than 1,398,792 Euros (approximately 
$2,182,116) within three years following the issuance of the research permit. 

 
The Company has also agreed to surrender the rights to research permits to the Buran and Beatriz claims effective 
upon the date of this amended agreement and has paid in full the amount owed in connection with these research 
permits totalling 22,805 Euros ($35,343) on January 11, 2019.  The Company recorded an impairment of $226,158 
to the statement of loss and comprehensive loss during the year ended December 31, 2018. 

 
As at December 31, 2018, management of the Company has decided not to pursue with the Altair and Odin 
projects and have recorded an impairment of $198,038 to the statement of loss and comprehensive loss during the 
year ended December 31, 2018.  
 
The commitments that were payable in Euros, were stated in Canadian dollars, at an exchange of 1.56 dollars per 
Euro as at December 31, 2018.  

 
The Company continued with the consulting agreement with Exco for 2,500 Euros (approximately $3,900) towards 
the exploration costs on Altair and Odin commencing on January 1, 2019. During the six months ended June 30, 
2019, the Company expensed to property investigation cost $3,859 in due diligence cost on these properties for the 
month of January 2019. As at June 30, 2019, the consulting agreement is on hold. 

 
Nirvana I and La Sal project, Utah 

 
On September 5, 2018, the Company entered into an agreement with Green Energy Minerals Ltd. to acquire a 
100% interest in 199 unpatented lode claims in the Polar Mesa area of Utah (“Nirvana I project”).  The agreement 
requires the Company to pay US$180,000 to cover staking fees and county and Bureau of Land Management 
payments and the issuance of the 1,000,000 common shares (issued) of the Company, fair valued at $550,000.  
During the year ended December 31, 2018, the Company paid $215,688 (US$162,023). 

 
In November 2018, the Company acquired 100% of the issued and outstanding common shares of Prost, a British 
Columbia company which has an interest in 176 lode claims located in the La Sal District of San Juan in the State 
of Utah known as the Nirvana Property. The cost of the acquisition was $540,000, paid by issuance of 1,200,000 
common shares of the Company. The acquisition of Prost was considered an asset acquisition, as it did not meet 
the definition of business. The purchase price of $540,000 has been allocated to the exploration & evaluation 
interest as the sole assets of Prost.  

 
On January 16, 2019, the Company received a notice of termination on the above two properties from the optionor 
accordingly, the Company recorded an impairment of $1,305,686 to the statement of loss and comprehensive loss, 
during the year ended December 31, 2018. 
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5.  MINERAL PROPERTY INTERESTS (Continued) 

 
Quebec property, Quebec, Canada 

 
In October 2018, the Company acquired 100% of the issued and outstanding common shares of 1177527, a British 
Columbia company which has an interest 39 mineral claims located in the Province of Quebec known as the 
Quebec Property. The cost of the acquisition was $1,650,000, consisting of the issuance of 2,000,000 common 
shares of the Company with a fair value of $1,400,000 and cash payments of $250,000. The transaction was closed 
on October 29, 2018. The acquisition of 1177527 was considered an asset acquisition, as it did not meet the 
definition of business. The purchase price of $1,400,000 has been allocated to the exploration & evaluation interest 
as the sole assets of the 1177527. On April 10, 2019, the Company and the shareholders of 1177527 entered into 
an amending agreement to remove the cash payment of $250,000 from the agreement.  

 
The claims are subject to a 2% Net Smelter Returns royalty (“NSR”) on commercial production from the 
Properties owing to Contigo Resources Ltd., one-half of which may be purchased at any time for a cash 
payment of $1,000,000. 

 
As at December 31, 2018, management of the Company has decided not to pursue with this project and have 
recorded an impairment of $1,450,000 to the statement of loss and comprehensive loss during the year ended 
December 31, 2018. 

 
6. SHARE CAPITAL 
 

(a) Authorized share capital 
 
The Company is authorized to issue unlimited number of common shares without par value. 
 
Pursuant to a director’s resolution dated January 24, 2019, the Company approved a common share 
consolidation on the basis of ten pre-consolidation common shares for one post-consolidation common share of 
the Company.  The consolidation was made effective on February 20, 2019.  All references to the number of 
shares and per share amounts have been retroactively restated as if the consolidation had occurred January 1, 
2017. 

 
(b) Issued 

 
In June 2019, the Company completed a non-brokered private placement of 15,160,330 units at a price of 
$0.075 per unit for gross proceeds of $1,137,025. Each unit consisted of one common share, and one half of 
one common share purchase warrant, each of which exercisable at $0.15 until June 11, 2021. The Company 
allocated $nil value to the warrants. There were no share issue costs incurred relating to this private placement 
during the six months ended June 30, 2019. 

For the year ended December 31, 2018: 
 

Pursuant to a letter agreement dated October 31, 2017, the Company engaged Haywood Securities Inc. (the 
“Agent”) as its agent for the Company’s initial public offering of 400,000 common shares at $1.00 per share for 
total gross proceeds of $400,000 (the “Offering”). The Company agreed to pay to the Agent a commission of 
10% of the gross proceeds from the Offering, a non-refundable corporation finance fee of $30,000 in cash and 
$10,000 to be paid by issuance of 10,000 common shares of the Company, and agent warrants to acquire 10% 
of the total number of common shares sold at an exercise price of $0.10 per share expiring 24 months from the 
closing date of the Offering, and reimbursement of various professional expenses relating to the Offering.  On 
March 7, 2018, the Company issued 460,000 common shares at $1.00 per share for total proceeds of $460,000 
and 10,000 common shares in lieu of the $10,000 corporate finance fee, pursuant to the Offering.  The 
Company paid $105,532 in share issue costs related to the Offering.  The Company fair valued the 46,000 
agent’s warrants at $24,338 utilizing the Black Scholes option pricing model with the following assumptions:  
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6. SHARE CAPITAL (Continued) 

 
(b) Issued (Continued) 

For the year ended December 31, 2018: (Continued) 
 
expected life of 2 years; risk free interest rate – 1.8%; expected volatility – 100%; dividend yield – 0%; and  
forfeiture rate – 0%. 

 
On June 7, 2018, the Company issued 8,877 bonus shares at fair value of $9,321 to a company controlled by a 
director and former Chief Executive Officer as compensation for an advance. 

 
On August 27, 2018, pursuant to a property purchase option agreement, the Company issued 85,500 common 
shares at $0.55 per share for fair value of $47,025. 

 
On September 11, 2018, the Company issued 1,676,780 units at a price of $0.75 per share for total proceeds of 
$1,257,585, $335,356 of which has been allocated to warrant reserve based on the residual method for valuing 
share purchase warrants.  Each unit consist of one common share and one transferable common share 
purchase warrant exercisable at a price of $0.15 per share expiring on September 11, 2019. 

 
On September 11, 2018, pursuant to property purchase agreement, the Company issued 1,000,000 common 
shares at $0.55 per share for a fair value of $550,000. 

 
On September 11, 2018, pursuant to property purchase agreement, the Company issued 160,000 common 
shares at $0.55 per share for a fair value of $88,000. 

 
On October 26, 2018, pursuant to a share purchase agreement, the Company issued 2,000,000 common 
shares at $0.70 per share for a fair value of $1,400,000. 

On November 6, 2018, pursuant to a share purchase agreement, the Company issued 1,200,000 common 
shares at $0.60 per share for a fair value of $540,000. 

 
(c) Share options 

The Company has established a share option plan for directors, officers, employees, and consultants. Under 
the Company's share option plan, the exercise price, vesting requirement and term of each option are to be 
determined by the Board. The option exercise price is not to be lower than the market price of the common 
shares at the time the options are granted. The term of the options cannot exceed 10 years. The aggregate 
number of shares issuable pursuant to options granted under the plan is limited to 10% of the Company's 
issued shares at the time the options are granted. The aggregate number of options granted to any one 
optionee in a 12 month period is limited to 5% of the issued shares of the Company.  

 
The Company grants incentive share options as permitted pursuant to the Company’s Share Option Plan which 
complies with the rules and policies of the Exchange. 
 
No options were granted during the six months ended June 30, 2019. 

For the year ended December 31, 2018: 
 

On March 7, 2018, the Company granted an aggregate of 190,000 share options to its officers, directors and 
consultants for the purchase of up to 190,000 common shares. Each share option is exercisable for a period of 
five years at a price of $1.00 per common share. All share options were vested and exercisable upon grant.  
The fair value of the options granted was $179,365 or $0.94 and was recorded as a reserve from share-based 
compensation.  The fair value was based on an application of the Black-Scholes option pricing model using the 
following assumptions:  Share price on grant date - $1.00; expected life 5 years; risk free interest rate – 2.08%; 
volatility – 169%; dividend yield – 0% and forfeiture – 0%. 
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6. SHARE CAPITAL (Continued) 
 

(c) Share options (Continued) 

For the year ended December 31, 2018: (Continued) 
 

On October 26, 2018, the Company granted incentive share options to directors, officers and consultants of the 
Company for the purchase of up to 400,000 common shares of the Company at a price of $0.85 per share for a 
period of five years.  All share options are vested and exercisable upon grant.  The fair value of the options 
granted was $318,733 or $0.80 and was recorded as a reserve from share-based compensation.  The fair value 
was based on an application of the Black-Scholes option pricing model using the following assumption:  Share 
price on grant date - $0.85; expected live 5 years; risk free interest rate – 2.34%; volatility – 164%; dividend 
yield – 0% and forfeiture – 0%. 

 
Following is a summary of changes in share options outstanding: 

 
Number of Weighted average

options exercise price
Balance, December 31, 2017                    -   -$                        
   Granted 190,000         1.00                   
Balance, June 30, 2018 190,000          1.00                     
   Granted 400,000         0.85                   
   Forfeited (130,000)       1.00                   
Balance, December 31, 2018 and June 30, 2019 460,000          0.87$                   

 
The following table summarizes information about share options outstanding and exercisable at June 30, 2019: 

 
Outstanding and

exercisable Exercise price Expiry date

60,000  $               1.00 March 9, 2023
400,000 0.85 October 25, 2023  

 
Subsequent to June 30, 2019, 170,000 share options expired.  

 
(d) Share purchase and agent’s warrants 

 
Following is a summary of changes in share purchase and agent’s warrants outstanding: 
 

 Warrants Weighted average
outstanding exercise price

Balance, December 31, 2017                    -   -$                        
   Issued 46,000            1.00                     
Balance, June 30, 2018 46,000            1.00                     
   Issued 1,676,780       1.50                     
Balance, December 31, 2018 1,722,780     1.49                   
   Issued 7,580,165       0.15                     
Balance, June 30, 2019 9,302,945     0.40$                  
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6. SHARE CAPITAL (Continued) 

 
(d) Share purchase and agent’s warrants (Continued) 

 
The following table summarizes information about share purchase and agent’s warrants outstanding and 
exercisable at June 30, 2019: 
 

Outstanding and
exercisable Exercise price Expiry date

1,676,780 1.50$                   September 11, 2019
46,000 1.00                     March 7, 2020

7,580,165 0.15                     June 11, 2021
9,302,945 0.40$                   

 
(e) Shares held in escrow 

 
As at June 30, 2019, the Company has 228,000 common shares held in escrow (December 31, 2018: 285,000). 
These escrow shares are subject to escrow trading restrictions pursuant to the Escrow agreement and are 
released on a straight line basis, with one tenth released on the date the Company’s securities are listed on a 
Canadian exchange (listing date - released), one sixth of remaining escrow securities released 6 months after 
the listing date (released), one fifth of remaining escrow securities released 12 months after the listing date 
(released), one fourth of remaining escrow securities released 18 months after the listing date, one third of 
remaining escrow securities released 24 months after the listing date, one half of remaining escrow securities 
released 30 months after the listing date and remainder released 36 months after the listing date. 

 
(f) Reserves 

 
The Company’s equity reserve is made up of share-based payments and agent’s warrants. 

 
7. MANAGEMENT OF CAPITAL 

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as a going 
concern (Note 1). The Company does not have any externally imposed capital requirements to which it is subject. 

As at June 30, 2019, the Company had capital resources consisting of all components of shareholders’ equity. The 
Company manages the capital structure and makes adjustments to it in light of changes in economic conditions and 
the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may 
attempt to issue common shares. 

 
8. FINANCIAL INSTRUMENTS 
 

Financial Risk Management and Fair Value Measurement 
 
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk 
management framework. The Company’s financial instruments include cash, accounts payable, amounts due to 
related parties, and loan payable.  The carrying amounts of these financial instruments are a reasonable estimate of 
their fair values because of their current nature. The fair value of these financial instruments approximates their 
carrying value because of the current nature. 
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8. FINANCIAL INSTRUMENTS (Continued) 
 

Financial Risk Management and Fair Value Measurement (Continued) 
 

The Company classifies its fair value measurements in accordance with the three level fair value hierarchy as 
follows: 

 
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 (i.e. as prices) 

or indirectly (i.e. derived from prices), and 
Level 3 –  Inputs that are not based on observable market data 
 
The Company’s cash is classified as Level 1. 

 
Financial risk management objectives and policies 

 
The Company’s financial instruments include cash, accounts payable, amounts due to related parties, and loan 
payable. 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)  Currency risk 
 

Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar and other foreign 
currencies will affect the Company’s operations and financial results.  The Company’s functional currency is the 
Canadian dollar. The Company has insignificant foreign currency transactions and balances. 
 

 (ii) Interest rate risk 
 

The Company is exposed to interest rate risk on the variable rate of interest earned on bank deposits. The fair 
value interest rate risk on bank deposits is insignificant as the deposits are short-term. The Company has not 
entered into any derivative instruments to manage interest rate fluctuations. 

 
 (iii) Credit risk 
 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. Financial instruments that potentially subject the Company to concentrations of credit 
risks consist principally of cash.  As at June 30, 2019, the Company has cash of $915,332, which is held at a 
Canadian chartered bank and the Company considers the credit risk to be minimal. 
 

  (iv) Liquidity risk 
 
In the management of liquidity risk of the Company, the Company maintains a balance between continuity of 
funding and exploration activity. Management closely monitors the liquidity position and expects to have adequate 
sources of funding to finance the Company’s projects and operations.  The Company’s amounts payable and 
accrued liabilities are all current and due within 90 days of the statement of financial position date.  As at June 30, 
2019 the Company had a working capital of $558,039. (December 31, 2018: working capital deficiency of 
$252,994) Management is considering different alternatives to secure adequate debt or equity financing to meet 
the Company’s short term and long term cash requirement. 
 
At present, the Company’s operations do not generate cash flow.  The Company’s primary source of funding has 
been the issuance of equity securities.  Despite previous success in acquiring financing, there is no guarantee of 
obtaining future financings.  
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9.    SUBSEQUENT EVENTS 
 

In July 2019, the Company entered into a letter of intent with NNZ Consulting Corp. (“NNZ”) for the acquisition of 
NNZ (the “Transaction”) for consideration of 39,997,500 common shares of the Company to be issued to the 
existing shareholders of NNZ. NNZ is a privately-held company which, through its subsidiary, Ihuana SAS 
(“Ihuana”), is licensed to cultivate, produce and distribute cannabidiol based medical grade cannabis in Colombia.  
Ihuana is seeking to become a large scale producer of naturally grown premium quality non-psychoactive 
cannabis, with its primary operations centralized in the Bogota savannah in central Colombia. 

 
Pursuant to the Transaction, the Company will issue 4,000,000 common shares to certain arms’-length third-
parties who assisted in introducing the Transaction to the Company, as well as 800,000 common shares to a 
contractor, as consideration for certain corporate finance advisory services provided to the Company. 
 
Concurrently, the Company intends to undertake a non brokered private placement (the “Financing”) of up to 
11,666,667 subscription receipts at a price of $0.30 per receipt for gross proceeds of $3,500,000.  The proceeds 
from the Financing will be held in escrow pending completion of the Transaction.  Upon completion of the 
Transaction, each receipt will automatically be converted into one unit of the Company.  Each unit will consist of 
one common share of the Company, and one common share purchase warrant entitling the holder to acquire an 
additional common share of the Company at a price of $0.60 for a period of twenty four months from completion 
of the Transaction.   
 
Prior to completion of the Transaction, the Company intends to offer a credit facility (the “Facility”) to NNZ to 
finance the operating capital requirements of NNZ.  It is expected that total advances under the Facility will be 
limited to $250,000, and that the Facility will accrue interest at a rate of ten percent per annum.  The Facility will 
be secured against a general charge over all of the assets of NNZ, and will be repayable within ninety days in the 
event the Transaction does not proceed. As of the date of this report, the Company advanced $100,000 to NNZ 
under the Facility. 
 
Upon completion of the Transaction, the Company will focus its efforts on the existing business of NNZ, and will 
change its name to reflect its activities in the South American cannabis sector.  No changes to the board of 
directors or management of the Company are anticipated in connection with the Transaction.    

 
10. COMPARATIVE FIGURES 
 

Certain comparative data have been reclassified to conform with the presentation of the current period. The 
Company has grouped together the comparative balances for certain expenses on the statement of loss and 
comprehensive loss. There is no net impact on the financial position, net loss, cash flows or loss per share in 
fiscal 2018 as a result of these reclassifications. 
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INDEPENDENT AUDITORS’ REPORT 

 
To the Shareholders and Directors of Primary Energy Metals Inc. (formerly Primary Cobalt Corp.). 

Opinion  

We have audited the consolidated financial statements of Primary Energy Metals Inc. and its subsidiaries (the 
“Company”) which comprise the consolidated statements of financial position as at December 31, 2018 and 2017, 
and the consolidated statements of comprehensive loss, changes in equity (deficiency) and cash flows for the years 
then ended, and the related notes comprising a summary of significant accounting policies and other explanatory 
information. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2018 and 2017, and its financial performance and its cash 
flows for the years then ended in accordance with International Financial Reporting Standards as issued by the 
International Accounting Standards Board. 

Basis for Opinion 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities 
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements 
section of our report. We are independent of the Company in accordance with the ethical requirements that are 
relevant to our audits of the consolidated financial statements in Canada, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 
 
Material Uncertainty Related to Going Concern 

We draw attention to Note 1 of the accompanying consolidated financial statements, which indicates that the 
Company incurred a net loss of $4,945,578 for the year ended December 31, 2018 and, as of that date, the Company 
had an accumulated deficit of $5,159,192.  As stated in Note 1, these events or conditions, along with other matters 
as set forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on the Company’s 
ability to continue as a going concern.  Our opinion is not modified in respect of this matter.   

Other Information 

Management is responsible for the other information, which comprises the information included in the Company’s 
Management Discussion & Analysis to be filed with the relevant Canadian securities commissions.  

Our opinion on the consolidated financial statements does not cover the other information and we do not express any 
form of assurance conclusion thereon.  

In connection with our audits of the consolidated financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially inconsistent with 
the consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially 
misstated. 

If, based on the work we have performed on this other information, we conclude that there is a material misstatement 
of this other information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 
Statements 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 
accordance with International Financial Reporting Standards as issued by the International Accounting Standards 
Board, 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. 

 



 

 
 

In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no 
realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company's financial reporting process. 

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements  

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken on the basis of these 
consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 
judgment and maintain professional skepticism throughout the audits. We also: 

•   Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 

•   Obtain an understanding of internal control relevant to the audit 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 
Company's internal control.   

•  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by management. 

•   Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on 
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures in the 
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 
are based on the audit evidence obtained up to the date of our auditors’ report. However, future events or 
conditions may cause the Company to cease to continue as a going concern. 

•   Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 
disclosures, and whether the consolidated financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

•  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities 
within the Company to express an opinion on the consolidated financial statements. We are responsible for the 
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audits and significant audit findings, including any significant deficiencies in internal control that we identify 
during our audits 

We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that may 
reasonably be thought to bear on our independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditors’ report is Raymond Lu, CPA, CA. 
 

 
CHARTERED PROFESSIONAL ACCOUNTANTS 
Vancouver, British Columbia 
May 3, 2018
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PRIMARY ENERGY METALS INC. 
(formerly Primary Cobalt Corp.) 
(An Exploration Stage Company) 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
AS AT DECEMBER 31, 2018 AND 2017 
(Expressed in Canadian Dollars) 
 
  Note               2018             2017 
           $            $ 
ASSETS    

Current Assets    

Cash   1,457 40,125
Amounts receivable   35,958 4,498
Prepaid expenses   40,750 30,000
Assets held for sale  9 45,000 -

   123,165 74,623
    
Deferred Financing Costs  4 - 10,000
Mineral Property Interests  9 - 251,489

   123,165 336,112

     
LIABILITIES      

Current Liabilities     
Accounts payable and accrued liabilities  8 355,909 8,025
Due to related party  8 20,250 –
   376,159 8,025

    
SHAREHOLDERS’ EQUITY (DEFICIENCY)    

Share capital  10 4,040,541 541,701
Reserve  10 865,657 -
Deficit   (5,159,192) (213,614)

   (252,994) 328,087
 

   123,165 336,112

NATURE AND CONTINUANCE OF OPERATIONS  1  
 

COMMITMENTS  9, 10   

SUBSEQUENT EVENTS  14   

 

Approved on behalf of the Board: 

 

    “Patrick Morris” 
Patrick Morris, CEO, Director 
 
 
    “Geoff Balderson” 
Geoff Balderson,CFO, Director 
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PRIMARY ENERGY METALS INC. 
(formerly Primary Cobalt Corp.) 
(An Exploration Stage Company) 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 
(Expressed in Canadian Dollars) 
 

Note             2018           2017 
             $           $ 
Expenses    

Advertising and marketing  85,039 - 
Consulting fees 8 404,505 73,750 
Interest and bank charges 8 11,360 - 
Filing fees  25,965 9,528 
Office and miscellaneous  20,162 1,483 
Professional fees  110,343 42,158 
Property investigation  33,785 - 
Rent  8 18,000 10,500 
Share-based payment 8, 10 498,098 - 
Transfer agent  10,995 - 
Travel and promotion  162,750 6,036 
Website  10,000 - 

 (1,391,002) (143,455) 
    

Other items    
Interest income  - 1,060 
Impairment of mineral property interest 9 (3,554,576) - 

Net loss and comprehensive loss for the year  (4,945,578) (142,395) 
    

Loss per share, Basic and Diluted 
 
              (1.49)          (0.14) 

Weighted average common shares outstanding  3,323,509 983,822 
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PRIMARY ENERGY METALS INC. 
(formerly Primary Cobalt Corp.) 
(An Exploration Stage Company) 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (DEFICIENCY) 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 
(Expressed in Canadian Dollars) 

 

 
 

Note 
Shares 
Issued Amount 

 
 

Reserves 

 
Accumulated 

Deficit 

 
 

         Total 
         #       $          $        $          $ 

Balance, December 31, 2016  600,000 85,001 - (71,219) 13,782
   
Cash   
 Private placement at $0.50  836,000 418,000 - - 418,000
 Share issue costs  - (23,800) - - (23,800)
   
Shares issued for mineral Property 10 125,000 62,500 - - 62,500
Comprehensive loss  - - - (142,395) (142,395)

Balance, December 31, 2017  1,561,000 541,701 - (213,614) 328,087
   
Cash   
 Initial public offering at $1.00  460,000 460,000 - - 460,000
 Share issue cost  (105,532)  (105,532)
 Private placement at $0.75  1,676,780 922,229 335,356 - 1,257,585
 Share issue cost  - (390,000) - - (390,000)
   
Agent’s warrants  - (32,203) 32,203 - -
Shares issued for services  10,000 10,000 - - 10,000
Shares issued for finance costs  8,877 9,321 - - 9,321
Shares issued for mineral property 10 85,500 47,025 - - 47,025
Shares issued for mineral property 10 1,000,000 550,000 - - 550,000
Shares issued for mineral property 10 160,000 88,000 - - 88,000
Shares issued for acquisition of 
1177527 B.C Ltd. 

5,10 
2,000,000 1,400,000

 
- - 1,400,000

Shares issued for acquisition of 
Prost Vanadium ltd. 

6,10 
1,200,000 540,000

 
- - 540,000

   
Share based payment  - - 498,098 - 498,098
Comprehensive loss  - - - (4,945,578) (4,945,578)
   
Balance, December 31, 2018  8,162,157 4,040,541 865,657 (5,159,192) (252,994)
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PRIMARY ENERGY METALS INC. 
(formerly Primary Cobalt Corp.) 
(An Exploration Stage Company) 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31, 2018 AND 2017 
(Expressed in Canadian Dollars)          
     

  Note                2018                2017 
             $              $ 

CASH PROVIDED BY (USED IN):     

OPERATING ACTIVITIES     
Net loss for the year   (4,945,578) (142,395)
Add items not affecting cash: 
 Finance fee   9,321 - 
 Share-based payments   498,098 - 
 Impairment of mineral properties   3,554,576 - 
Changes in non-cash working capital balances:     

Amounts receivable   (31,460) 9,284 
Prepaid expenses   (10,750) (30,000)
Accounts payable and accrued liabilities   227,125 5,500 

Cash used in operating activities    (698,668) (157,611)
  
INVESTING ACTIVITIES  

Acquisition costs (464,712) (50,000)
Mineral property interest (137,591) (136,464)

Cash used in investing activities (602,303) (186,464)
  
FINANCING ACTIVITIES  

Due to related party 67,250 -
Loan repaid to related party for financing activities (47,000) -
Deferred financing costs 10,000 (10,000)
Shares issued for cash 1,717,585 418,000
Share issued cost (485,532) (23,800)

Cash provided by financing activities   1,262,303 384,200 
     
Change in cash   (38,668) 40,125 

Cash, beginning of year   40,125 – 

Cash, ending of year   1,457 40,125 
     
     
SUPPLEMENTAL DISCLOSURES:     
Cash paid for interest   760 – 
Cash paid for income taxes   – – 
     
NON CASH FLOW TRANSACTION INFORMATION:    
     
Shares issued for mineral property interest   2,625,025 62,500 
      
 
For the supplemental disclosures for non-cash investing and financing transactions, see Notes 9 and 10. 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
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1. NATURE AND CONTINUANCE OF OPERATIONS 
 
Primary Energy Metals Inc. (the “Company”) was incorporated as Media Link Technology Corporation 
under the Laws of the Province of British Columbia on July 15, 2010. On January 19, 2011, the 
Company changed its name to Media Cloud Systems Inc. On September 14, 2016, the Company 
changed its name from Media Cloud Systems Inc. to Bego Advanced Materials Inc.  On January 26, 
2017, the Company changed its name to Primary Cobalt Corp. On August 31, 2018, the Company 
changed its name to Primary Energy Metals Inc.  The address of the Company’s corporate office and 
its principal place of business is 430-580 Hornby Street, Vancouver, British Columbia, Canada. 
 
The Company began operations on July 15, 2010 and its principal business activity was software 
development.  As of December 31, 2011, the Company ceased the software development business 
and began looking for a new business and financing.  On March 31, 2017, the Company entered into 
a mineral property purchase option agreement.  As of December 31, 2018, the Company’s principal 
business activity is the acquisition, exploration and development of mineral properties in British 
Columbia, and is an exploration stage company. 
 
These consolidated financial statements have been prepared on the assumption that the Company 
will continue as a going concern, meaning it will continue in operation for the foreseeable future and 
will be able to realize assets and discharge liabilities in the ordinary course of operations.  Different 
bases of measurement may be appropriate if the Company was not expected to continue operations 
for the foreseeable future.  During the year ended December 31, 2018, the Company incurred a net 
loss of $4,945,578, and at December 31, 2018, the Company has not achieved profitable operations, 
has accumulated losses of $5,159,192 inception and expects to incur further losses in the 
development of its business.  The above material uncertainties cast significant doubt about the 
Company’s ability to continue as a going concern. The Company’s continuation as a going concern is 
dependent upon successful results from its exploration and evaluation activities, its ability to attain 
profitable operations to generate funds and/or its ability to raise equity capital or borrowings sufficient 
to meet its current and future obligations. Although the Company has been successful in the past in 
raising funds to continue operations, there is no assurance it will be able to do so in the future. 
 

2. BASIS OF PRESENTATION 

a) Statement of compliance 

The financial statements are prepared in accordance with International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). 

These financial statements were reviewed by the Audit Committee and approved and authorized 
for issue by the Board of Directors on May 3, 2019. 
 

b) Measurement basis 
 
These consolidated financial statements have been prepared on an accrual basis, except for 
cash flow information, and are based on historical costs except for certain financial instruments 
which are measured at fair value.  The consolidated financial statements are presented in 
Canadian dollars which is the Company’s functional currency. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies set out below have been applied consistently to all periods presented in 
these financial statements, unless otherwise indicated. 

 
a) Use of Accounting estimates and Judgements 

 
The preparation of financial statements in compliance with IFRS requires management to make 
certain critical accounting estimates. It also requires management to exercise judgement in 
applying the Company’s accounting policies.  
 

 The Company makes estimates and assumptions about the future that affect the reported 
amounts of assets and liabilities.  Estimates and judgments are continually evaluated based on 
historical experience and other factors, including expectations of future events that are believed to 
be reasonable under the circumstances.  In the future, actual experience may differ from these 
estimates and assumptions. 
 

 The effect of a change in an accounting estimate is recognized prospectively by including it in 
comprehensive income in the period of the change, if the change affects that period only; or in the 
period of the change and future periods, if the change affects both. 

 
 Information about critical accounting estimates and judgments in applying accounting policies that 

have the most significant risk of causing material adjustment to the carrying amounts of assets 
and liabilities recognized in the Company’s financial statements within the next financial year are 
discussed below: 

 
Exploration and Evaluation Expenditures 

 
The application of the Company’s accounting policy for exploration and evaluation expenditure 
requires judgment in determining whether it is likely that future economic benefits will flow to the 
Company, which may be based on assumptions about future events or circumstances. Estimates 
and assumptions made may change if new information becomes available. If, after expenditure is 
capitalized, information becomes available suggesting that the recovery of expenditure is 
unlikely, the amount capitalized is written off in the profit or loss in the period the new information 
becomes available.  During the year ended December 31, 2018, management of the Company 
has written down the Rocher Deboule property to approximately $45,000 based on the estimated 
fair value on the sale of this property to Blue Lagoon. Management has decided not to pursue 
with the exploration of the remaining mineral properties and have recorded an impairment.  See 
Note 9 for details. 

 
Title to Mineral Properties 

 
Although the Company has taken steps to verify title to mineral properties in which it has an 
interest, these procedures do not guarantee the Company’s title. Such properties may be subject 
to prior agreements or transfers and title may be affected by undetected defects. 

 
Rehabilitation Provisions 

 
Rehabilitation provisions have been determined to be $Nil based on the Company’s internal 
estimates. Assumptions, based on the current economic environment, have been made which 
management believes are a reasonable basis upon which to estimate the future liability. These 
estimates take into account any material changes to the assumptions that occur when reviewed 
regularly by management. Estimates are reviewed annually and are based on current regulatory 
requirements. Significant changes in estimates of contamination, restoration standards and 
techniques will result in changes to provisions from period to period.  
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3.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

a) Use of Accounting estimates and Judgements (continued) 
 

Going Concern 
 

The assumption that the Company is a going concern and will continue in operation for the 
foreseeable future and at least one year is a judgment.  The factors considered by management 
are disclosed in Note 1. 
 

Share-Based Payments 
 
The Company uses the Black-Scholes Option Pricing Model for valuation of share-based 
payments. Option pricing models require the input of subjective assumptions including expected 
price volatility, interest rate and forfeiture rate. Changes in the input assumptions can materially 
affect the fair value estimate and the Company’s earnings and equity reserves.  
 
Recognition of Deferred Income Tax Assets and Liabilities 

 
The carrying amount of deferred income tax assets and liabilities is reviewed at the end of each 
reporting period and recognized only to the extent that it is probable that sufficient taxable profit 
will be available to allow all or part of the deferred income tax asset to be utilized. Changes in 
estimates of future taxable profit can materially affect the amount of deferred income tax assets 
and liabilities recognized from period to period.  
 

b) Basis of Consolidation 
 
These consolidated financial statements include the accounts of the Company and its wholly-
owned subsidiaries.  The results of the subsidiaries will continue to be included in the 
consolidated financial statements of the Company until the date that the Company’s control over 
the subsidiary ceases.  Control exists when the Company has the power, directly or indirectly, to 
govern the financial and operating policies of an entity so as to obtain benefits from its activities.   
 
Details of the subsidiaries are as follows: 
 

 Percentage owned
 Incorporation 2018 2017
  

1177527 B.C. Ltd. British Columbia 100% -
Primary Nirvana Inc. Delaware 100% -
Prost Vanadium Ltd. British Columbia 100% -
 
Primary Nirvana Inc. is a US subsidiary that was incorporated under the laws of the State of 
Delaware on July 27, 2018.  The US subsidiary was incorporated for the purpose of holding the 
Nirvana I project.  As at December 31, 2018, the US subsidiary was inactive. 
 
1177527 B.C. Ltd. (“1177527”) was acquired on October 29, 2018 through a share purchase 
agreement and the sole purpose of 1177527 was to hold the Quebec property.  As at December 
31, 2018, 1177527 was inactive. 
 
Prost Vanadium Ltd. (“Prost”) was acquired on November 21, 2018 through a share purchase 
agreement and the sole purpose of Prost was to hold the title and interest to the 176 lode claims 
in the La Sal District of San Juan in the State of Utah.  As at December 31, 2018, Prost was 
inactive.  
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3.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

c) Cash and cash equivalents 

 Cash and cash equivalents in the statements of financial position comprise cash at banks and on 
hand, and short term deposits with an original maturity of three months or less, which are readily 
convertible into a known amount of cash.  

d) Deferred financing costs 

Professional, consulting and regulatory fees as well as other costs directly attributable to 
financing transactions are reported as deferred financing costs until the transactions are 
completed, if the completion of the transaction is considered to be more likely than not. Share 
issue costs are charged to share capital when the related shares are issued. Costs relating to 
financing transactions that are not completed, or for which successful completion is considered 
unlikely, are charged to operations. 
 

e) Mineral properties  
 
All expenditures related to the cost of exploration and evaluation of mineral resources including 
acquisition costs for interests in mineral claims, are capitalized as mineral property interests and 
are classified as intangible assets. General exploration costs not related to specific mineral 
properties are expensed as incurred. When shares are issued as part of mineral property 
acquisition and exploration costs, they are valued at the closing share price on the date of 
issuance unless the fair value of the mineral properties acquired or services received is 
determinable. 
 
Once the technical feasibility and commercial viability of the extraction of mineral resources in an 
area of interest are demonstrable, capitalized costs of the related property are offset for 
impairment and reclassified as mining assets and upon commencement of commercial 
production, are amortized using the units of production method over estimated recoverable 
reserves. Impairment is assessed at the level of cash-generating units. Management regularly 
assesses carrying values of non-producing properties and properties for which events and 
circumstances may indicate possible impairment. Impairment of a property is generally 
considered to have occurred if one of the following factors are present; the rights to explore have 
expired or are near to expiry with no expectation of renewal, no further substantive expenditures 
are planned or budgeted, exploration and evaluation work is discontinued in an area for which 
commercially viable quantities have not been discovered, indications that expenditures on a 
development are unlikely to be recovered. 
 
The recoverability of mineral property interests and capitalized exploration and development 
costs is dependent on the existence of economically recoverable reserves, the ability to obtain 
the necessary financing to complete the development of the reserves, and the profitability of 
future operations. The Company has not yet determined whether or not any of its mineral 
properties contain economically recoverable reserves. Amounts capitalized to mineral properties 
as exploration and development costs do not necessarily reflect present or future values. 
 
Mineral properties are regularly reviewed for impairment or whenever events or changes in 
circumstances indicate that the carrying amounts of properties may exceed its recoverable 
amount. When an impairment review is undertaken, the recoverable amount is assessed by 
reference to the higher of a value in use (being the present value of expected future cash flows of 
the relevant cash-generating unit) and fair value less costs to sell. If the carrying amount of an 
asset exceeds the recoverable amount an impairment charge is recognized by the amount by 
which the carrying amount of the asset exceeds the fair value of the asset. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

e) Mineral properties (continued) 
 
Exploration costs renounced due to flow-through share subscription agreements remain 
capitalized, however, for corporate income tax purposes; the Company has no right to claim 
these costs as tax deductible expenses. 
 

Recorded costs of mineral properties and deferred exploration costs are not intended to reflect 
present or future values of resource properties. The recorded costs are subject to measurement 
uncertainty and it is reasonably possible, based on existing knowledge, that change in future 
conditions could require a material change in the recognized amount. 
 
Payments on mineral property option agreements are made at the discretion of the Company 
and, accordingly, are recorded on a cash basis. 

 
f) Decommissioning liabilities 

 
These provisions have been created based on the Company’s internal estimates. Assumptions, 
based on the current economic environment, have been made which management believes are a 
reasonable basis upon which to estimate the future liability. These estimates take into account 
any material changes to the assumptions that occur when reviewed regularly by management. 
Estimates are reviewed annually and are based on current regulatory requirements. Significant 
changes in estimates of contamination, restoration standards and techniques will result in 
changes to provisions from period to period. Actual rehabilitation costs will ultimately depend on 
future market prices for the rehabilitation costs which will reflect the market conditions at the time 
the rehabilitation costs are actually incurred. The final cost of the currently recognized 
rehabilitation provisions may be higher or lower than currently provided for. 
 

g) Provisions  
 
Provisions are recorded when a present legal or constructive obligation exists as a result of past 
events where it is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation, and a reliable estimate of the amount can be made. If the effect 
is material, provisions are determined by discounting the expected future cash flows at a pre-tax 
rate that reflects current market assessments of the time value of money and, where appropriate, 
the risks specific to the liability. 
 

h) Government assistance 
 
British Columbia mining exploration tax credits for exploration expenditures incurred in British 
Columbia, Canada are treated as a reduction of the exploration and development costs of the 
respective mineral property. Until such time that there is certainty with regard to collections and 
assessments, the Company will record any recovered tax credits at the time of receipt. No gain or 
loss is realized during the exploration stage until all carrying costs of the specific interest have 
been offset. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

i) Assets held for sale 
 
Properties are classified as held for sale when the asset or disposal group in available for sale in 
present condition, and the sale is highly probable. A sale is highly probable if management is 
committed to a plan to sell, is actively locating a buyer at a price that is reasonable in relation to 
the current fair value of the asset or disposal group, and the sale is expected to be completed 
within a one-year period. Assets held for sale are stated at the lower of their carrying amount and 
fair value less costs to sell. Assets held for sale are classified as current. 
 

j) Share-based payments 

The stock option plan allows Company employees and consultants to acquire shares of the 
Company. The fair value of options granted is recognized as an employee or consultant expense 
with a corresponding increase in equity. An individual is classified as an employee when the 
individual is an employee for legal or tax purposes (direct employee) or provides services similar 
to those performed by a direct employee. 

The fair value is measured at grant date and each tranche is recognized on a graded basis 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. 

k) Loss per share 

The Company presents basic and diluted loss per share data for its common shares, calculated 
by dividing the loss attributable to common shareholders of the Company by the weighted 
average number of common shares outstanding during the period. Diluted loss per share does 
not adjust the loss attributable to common shareholders or the weighted average number of 
common shares outstanding when the effect is anti-dilutive. 
 

l) Income tax 
 
Income tax expense comprises current and deferred income tax. Tax is recognized in the income 
statement except to the extent that it relates to items recognized directly into equity, in which case 
the related tax effect is recognized in equity. 
 
Current tax expense is based on the results for the period as adjusted for items that are not 
taxable or not deductible. Current tax expense is calculated using tax rates, laws and government 
policies that were enacted or substantively enacted at the statement of financial position date. 
 
Deferred tax is accounted for using a temporary difference approach and is the tax expected to 
be payable or recoverable on temporary differences between the carrying amounts of assets and 
liabilities in the statement of financial position and the corresponding tax bases used in the 
computation of taxable income. Deferred tax is calculated based on the expected manner in 
which temporary differences related to the carrying amounts of assets and liabilities are expected 
to reverse using tax rates and laws enacted or substantively enacted which are expected to apply 
in the period of reversal. 
 
Deferred tax assets and liabilities are not recognized in respect of temporary differences that 
arise on initial recognition of assets and liabilities acquired other than in a business combination 
and which do not affect accounting or taxable profit or loss at the time of the transaction. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
m) Flow-through shares 

 
Resource expenditures for income tax purposes related to exploration and development activities 
funded by flow-through share arrangements are renounced to investors in accordance with 
income tax legislation. At the time flow-through shares are issued, there may be a potential 
premium paid on the flow-through shares calculated based on the share issuance price and the 
market price on the day the shares are issued. A liability is recognized for the premium on the 
flow-through shares and is subsequently reversed and recorded as other income or deferred tax 
expense as the Company incurs qualifying Canadian exploration expenses. 
 
In instances where the Company has issued flow-through shares by way of a unit offering, the 
proceeds are allocated first to capital stock based on the fair value of the common shares at the 
time the units are issued and any residual value is allocated to the warrants reserve based on the 
fair value of the warrant at the time of issuance. Any remaining residual value is then recognized 
as a liability for the premium on the flow-through shares. 

 
n) Foreign currency translation 

 
Foreign currency transactions are translated into the functional currency using the exchange 
rates prevailing at the date of the transactions.  Foreign exchange gains and losses resulting from 
the settlement of foreign currency transactions and from the translation at exchange rates of 
monetary assets and labilities denominated in currencies other than an entities’ functional 
currency are recognized in the statement of loss. 

 
o) Financial Instruments 

 
IFRS 9 — Financial instruments ("IFRS 9") was updated by the IASB in November 2009 and will 
replace part of IAS 39 - Financial Instruments: Recognition and Measurement ("IAS 39"). IFRS 9 
addresses the classification and measurement of financial assets. The two measurement 
categories for financial assets include amortized cost and fair value. All equity instruments are 
measured at fair value. A debt instrument is recorded at amortized cost only if the entity is holding 
it to collect contractual cash flows and the cash flows represent principal and interest. Otherwise it 
is recorded at fair value through profit or loss.  
  
Requirements for financial liabilities were added in October 2010 and they largely carried forward 
existing requirements in IAS 39, Financial Instruments — Recognition and Measurement, except 
that fair value changes due to credit risk for liabilities designated at fair value through profit and 
loss would generally be recorded in other comprehensive income rather than the income 
statement, unless this creates an accounting mismatch. On January 1, 2018, the Company 
adopted these amendments.  
  
Under IFRS 9, financial assets are classified and measured based on the business model in 
which they are held and the characteristics of their contractual cash flows. IFRS 9 contains the 
primary measurement categories for financial assets: measured at amortized cost, fair value 
through other comprehensive income (FVTOCI) and fair value through profit and loss (FVTPL).  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

o) Financial Instruments (continued) 
 
Measurement – initial recognition 
 
All financial assets and financial liabilities are initially recorded on the Company’s statement of 
financial position when the Company becomes a party to the contractual provisions of the 
instrument. All financial asset and liabilities are initially recorded at fair value, net of attributable 
transaction costs, except for those classified as fair value through profit or loss (“FVTPL”). 
Subsequent measurement of financial assets and financial liabilities depends on the 
classifications of such assets and liabilities. 

Classification – financial assets 
 
Amortized cost: 
 
Financial assets that are held within a business model whose objective is to hold financial assets 
in order to collect contractual cash flows, and that the contractual terms of the financial assets 
give rise on specified date to cash flows that are solely payments of principal and interest on the 
principal amount outstanding, are measured subsequent to initial recognition at amortized cost. 
 
The amortized cost of a financial asset is the amount at which the financial asset is measured at 
initial recognition minus the principal repayments, plus the cumulative amortization using the 
effective interest method of any difference between that initial amount and the maturity amount, 
adjusted for any loss allowance. Interest income is recognized using the effect interest method, 
and is recognized in Interest and other income, on the consolidated statements of comprehensive 
income (loss). 
 
As at December 31, 2018, the Company does not have any financial assets at amortized costs.  
 
Fair value through other comprehensive income (“FVTOCI”) 
 
Financial assets that are held within a business model whose objective is to hold financial assets 
in order to both collect contractual cash flows and selling financial assets, and that the contractual 
terms of the financial assets give rise on specified date to cash flows that are solely payments of 
principal and interest on the principal amount outstanding 
 
Upon initial recognition of equity securities, the Company may make an irrevocable election (on 
an instrument-by-instrument basis) to designate its equity securities that would otherwise be 
measured at FVTPL to present subsequent changes in fair value in other comprehensive income. 
Designation at FVTOCI is not permitted if the equity investment is held for trading or if it is 
contingent consideration recognized by an acquirer in a business combination. Investments in 
equity instruments at FVTOCI are initially measured at fair value plus transaction costs. 
Subsequently, they are measured at fair value with gains and losses arising from changes in fair 
value recognized in other OCI. The cumulative gain or loss is not reclassified to profit or loss on 
disposal of the instrument; instead, it is transferred to retained earnings. 
 
The Company currently has no financial assets designated as FVTOCI.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

o) Financial Instruments (continued) 
 

Fair value through profit or loss (“FVTPL”) 
 
By default, all other financial assets are measured subsequently at FVTPL. The Company’s cash 
is designated as FVTPL. 
 
Classification – financial liabilities 
 
Financial liabilities that are not contingent consideration of an acquirer in a business combination, 
held for trading or designated as at FVTPL, are measured at amortized cost using the effective 
interest method.  
 
Financial liabilities at amortized cost include accounts payable, and due from related parties. 
 
Financial liabilities classified FVTPL include financial liabilities held for trading and financial 
liabilities designated upon initial recognition as FVTPL. Fair value changes on financial liabilities 
classified as FVTPL are recognized in the statements of loss and comprehensive loss. The 
Company does not have any financial liabilities at FVTPL. 
 
The Company has no hedging arrangements and does not apply hedge accounting. 
 
The impact on the classification and measurement of its financial instruments is set out below. 

 
 January 1, 2018 
 IAS 39 IFRS 9 

Financial Asset   
   
Cash  FVTPL FVTPL 
   
Financial Liabilities   
   
Accounts payable and accrued liabilities Amortized cost Amortized cost 
Due to related party Amortized cost Amortized cost 

   
 

There was no material impact on the implementation of changes in the Company’s financial 
statements. 
 
Impairment 
 
The Company recognizes a loss allowance for expected credit losses on its financial assets when 
necessary. The amount of expected credit losses in updated at each reporting period to reflect 
changes in credit risk since initial recognition of the respective financial instruments 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

p) New accounting standards issued but not yet effective 

Certain new standards, interpretations and amendments to existing standards have been issued 
by the IASB that are mandatory for future accounting periods. Some updates that are not 
applicable or are not consequential to the Company may have been excluded from the list below. 

 
Standard effective for annual periods beginning on or after January 1, 2019 
 
IFRS 16 – Leases - On January 13, 2016 the IASB issued IFRS 16, “Leases”. This 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 asset and a lease liability representing its obligation to make lease payments. This 
standard substantially carries forward the lessor accounting requirements of IAS 17, while 
requiring enhanced disclosures to be provided by lessors. Other areas of the lease accounting 
model have been impacted, including the definition of a lease.  

The Company does not expect that there will be significant impact to the financial statements 
from adoption of the standards and interpretations by the Company. 

4. DEFERRED FINANCING COSTS 
 

Pursuant to a letter agreement dated October 31, 2017, the Company engaged Haywood Securities 
Inc. (the “Agent”) as its agent for the Company’s initial public offering of 400,000 (4,000,000 pre-
consolidation) common shares at $1.00 ($0.10 pre-consolidation) per share for total gross proceeds 
of $400,000 (the “Offering”). The Company agreed to pay to the Agent a commission of 10% of the 
gross proceeds from the Offering, a non-refundable corporation finance fee of $30,000 in cash and 
$10,000 to be paid by issuance of 10,000 (100,000 pre-consolidation) common shares of the 
Company, and agent warrants to acquire 10% of the total number of common shares sold at an 
exercise price of $1.00 ($0.10 pre-consolidation) per share expiring 24 months from the closing date 
of the Offering, and reimbursement of various professional expenses relating to the Offering. At 
December 31, 2017, the Company paid a deposit of $10,000 to the Agent.  The Company completed 
the offering on March 7, 2018. (see Note 10) 

 
5. ACQUISITION OF 1177527 B.C. LTD. 
 

During the year ended December 31, 2018, the acquired 100% of the issued and outstanding 
common shares of 1177527 B.C. Ltd. (“1177527”), a British Columbia company which has an interest 
39 mineral claims located in the Province of Quebec known as the Quebec Property. The cost of the 
acquisition was $1,650,000, consisting of the issuance of 2,000,000 common share of the Company 
(20,000,000 pre-consolidation) with a fair value of $1,400,000 and cash payments of $250,000. The 
transaction was closed on October 29, 2018. The acquisition of 1177527 was considered an asset 
acquisition, as it did not meet the definition of business. The purchase price of $1,400,000 has been 
allocated to the mineral property interest as the sole assets of the 1177527. As at December 31, 2018 
the amount owing to the shareholders of 1177527 was $250,000. On April 10, 2019, the Company 
and the shareholders of 1177527 entered into an amending agreement to remove the cash payment 
of $250,000 from the agreement. 
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6. ACQUISITION OF PROST VANADIUM LTD. 
 

During the year ended December 31, 2018, the acquired 100% of the issued and outstanding 
common shares of Prost Vanadium Ltd. (“Prost”), a British Columbia company which has an interest 
in 176 lode claims located in the La Sal District of San Juan in the State of Utah known as the 
Nirvana Property. The cost of the acquisition was $540,000 and was paid by issuance of 1,200,000 
common shares of the Company (12,000,000 pre-consolidation). The transaction was closed on 
November 21, 2018. The acquisition of Prost was considered an asset acquisition, as it did not meet 
the definition of business. The purchase price of $540,000 has been allocated to the mineral property 
interest as the sole asset of the Prost. 

 
7. CONSULTING AND ACQUISITION TRANSACTIONS 
 

During the year ended December 31, 2018, the Company entered into consulting contracts with 6 
consultants at total fees of $535,500 for services to be provided up to 12 months. The consulting 
contracts were all paid up front in cash. 3 of the consultants, who were paid fees totalling $390,000, 
also subscribed for 1,000,000 common shares in the 1,676,780 units private placements issued by 
the Company on September 11, 2018 for gross proceeds of $1,257,585. These 6 consultants were 
identified as members of the BridgeMark Group in the British Columbia Securities Commission 
(“BCSC”) new release dated November 26, 2018 (see below) 
 
The Company also entered into the 1177527 and Prost acquisitions and issued 3,200,000 common 
shares for a total fair value of $1,940,000 to the shareholders of 1177527 and Prost for payment of 
these acquisitions (see Note 5). Of the 3,200,000 common shares issued, 950,000 common shares 
were issued to JCN Capital Corp. and 650,000 common shares were issued to Sway Capital Corp. 
These 2 companies were identified as members of the BridgeMark Group.    
 
Details of the transactions are summarized as follows: 
 

Individual/ entity 

Jurisdiction of 
incorporation 

 

Total fees 
paid 

$ 

units subscribed 
in private 
placement  

 

Value of units 
subscribed 

$ 

Net proceeds 
to the 

Company 
$ 

Consultants      
Jarman Capital Corp. BC 120,000            400,000  300,000 180,000   
Justin Liu BC  72,000            400,000  300,000  228,000   
Northwest Marketing & Management Inc. BC 198,000            200,000   150,000 (48,000)   
10X Capital Corp. Cayman Islands 60,000            -  - (60,000)   
Escher Invest SA Switzerland 10,000                          -    -    (10,000) 
Haight-Ashbury Media Consultants BC  - 400,000  300,000 300,000   
      
Shareholders of 1177527 / Prost      
JCN Capital Corp. BC 75,500                      -    -   (75,500) 
Sway Capital Corp. BC  -                     -    -   - 

535,500 1,400,000   1,050,000  514,500 

 
The Company accounted for the $390,000 paid to consultants who subscribed to the private 
placement as finders’ fees, as the transaction was a capital transaction in nature, where a net 
proceeds of $867,585 was raised. 
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7. CONSULTING AND ACQUISITION TRANSACTIONS (continued) 
 
In a November 26, 2018 news release, BCSC identified members of the BridgeMark Group (the 
“BridgeMark Group”) and temporarily prohibited the BridgeMark Group from purchasing or selling 
securities of 11 companies listed on the Canadian Securities Exchange (the “Prohibition”).  The 
BCSC alleged that the BridgeMark Group improperly used the consultant exemption to avoid filing a 
prospectus. On April 12, 2019, the BCSC extended the November 26, 2018 temporary trading 
prohibition of the BridgeMark Group indefinitely until BCSC panel has reached a decision. 
 
While the Company is not subject to the Prohibition, or included in the BridgeMark Group, the 
consultants noted above have been included by the BCSC in the BridgeMark Group.  The Company 
did not rely upon the consultant exemption in issuing securities to the consultants. 

 
8. RELATED PARTY TRANSACTIONS AND BALANCES 
 

All related party transactions are incurred in the normal course of business at their exchange value.  
 
As at December 31, 2018, the Company owed $20,250 (2017 - $Nil) to a director of the Company.  
The loan was provided as working capital.  The amount owed is non-interest bearing, unsecured, and 
with no fixed repayment terms.  
 
As at December 31, 2018, the Company owed $24,110 (2017 - $Nil) to companies controlled by 
directors and officers of the Company for unpaid fees, which are included in accounts payable. The 
amounts owed are non-interest bearing, unsecured, and with no fixed repayment terms.  

 
During the years ended December 31, 2018 and 2017, the Company incurred the following related 
party transactions: 
 

 2018 2017 
 $ $ 
Transactions:  
Stock based compensation  
    Patrick Morris - Director, Chief Executive Officer (“CEO”) 118,193 –
    Michael Mackey - Director 59,096 –
    Thomas Clarke – Director 42,212 –
    Chaimae El Amri – Director 42,212 –
    Geoff Balderson – Director, Chief Financial Officer (“CFO”) 42,212 –
    Barry Hemsworth – former Director,  33,769 –
    Harold Davidson – former Director 33,769 –
    Kenneth Phillippe – former CFO 16,885 –
 388,348 

Consulting fees: 
 

    Director, CEO 95,000 60,000
    Former CFO 6,000 5,500
    Director, CEO 9,600 –
 110,600 65,500
  
Rent paid to a company controlled by a former director 18,000 10,500
  
Finance fee shares and interest paid to a company controlled 
by the CEO 10,081 –
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8. RELATED PARTY TRANSACTIONS AND BALANCES (continued) 
 
During the year ended December 31, 2018, a company controlled by the CEO, advanced $47,000 
loan to the Company which bears interest at 10% and in consideration for the loan the Company paid 
a financing fee of 8,877 (88,769 pre-consolidation) commons shares valued at $9,321.  On July 6, 
2018, the debt was repaid with interest totalling $760. 
 
The Company has identified its directors and senior officers as its key management personnel.  For 
the year ended December 31, 2018, the Company paid consulting fees of $110,600 (2017 - $65,500) 
and rent of $18,000 (2017 - $10,500) to these directors and key management personnel. There were 
no other post-employment benefits, long-terms benefits and termination benefits incurred during the 
years ended December 31, 2018 and 2017. 

 
9.  MINERAL PROPERTY INTERESTS 
 

 Rocher Déboulé 
Claims 

 
Exco Claims 

Nirvana and 
La Sal Project 

Quebec 
Property 

 
      Total 

 $    $     $        $        $ 
Acquisition Costs      
 Balance, December 31, 2016 - - - - - 
 Cash payments 50,000 - - - 50,000 
 Shares issued 62,500 - - - 62,500 
 Balance, December 31, 2017 112,500 - - - 112,500 
 Cash payments - 249,026 215,686 - 464,712 

Acquired on acquisition - - - 50,000 50,000 
 Shares issued 47,025 88,000 1,090,000 1,400,000 2,625,025 
 Impairment of acquisition cost (114,525) (337,026) (1,305,686) (1,450,000) (3,207,237) 
 Balance, December 31, 2018 45,000 - - - 45,000 
      
Exploration and evaluation costs (“E & E”)      
 Balance, December 31, 2016 - - - - - 
 Geological and geophysical 138,989 - - - 138,989 
 Balance, December 31, 2017 138,989 - - - 138,989 
 Geological and geophysical 121,180 87,170 - - 208,350 
 Impairment of E & E costs (260,169) (87,170) - - (347,339) 
 Balance, December 31, 2018 - - - - - 
      
Total Mineral property interests      
      
Reclassification of asset held for sale (45,000) - - - (45,000) 
      
As at December 31, 2018 - - - - - 
      
As at December 31, 2017 251,489 - - - 251,489 
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9.  MINERAL PROPERTY INTERESTS (continued) 
 
Rocher Déboulé Claims, British Columbia 

 
On March 31, 2017, the Company entered into a property purchase option agreement (the “RD 
Agreement”) to acquire an undivided 100% interest in four contiguous mineral claims, comprised of 
approximately 5,827 hectares, located in northwest British Columbia. The property purchase 
agreement requires payment of $50,000, and issuance of the greater of 150,000 (1,500,000 pre-
consolidation) common shares or 9.9% of the issued and outstanding common shares of the 
Company as at the completion of Phase II work, and not later than September 30, 2018, and incurring 
exploration expenditures of $180,000 as follows: 

 
 

 
Share  

Issuance 
Cash  

Payment 
Exploration 

Expenditures
  $ $ 

On signing memorandum of understanding (paid) – 30,000 –
On first day of execution of Agreement (paid) – 20,000 –
On or before May 31, 2017 (issued) 100,000 – –
On or before September 30, 2017 (issued) 25,000 – 75,000
On or before September 30, 2018 (Note) (issued) 25,000 – 105,000

 150,000 50,000 180,000
 

Note: In addition, on completion of the $105,000 exploration expenditures, the Company will issue 
additional shares to the optionor so that aggregate number of common shares issued to the optionor 
will not be less than 9.9% of the total issued and outstanding commons shares of the Company at the 
time of issuance. On August 27, 2018, the Company issued 85,500 (855,000 pre-consolidation) 
common shares at fair value of $47,025. 

The property is subject to a 2% net smelter return, 1% of which can be purchased by the Company at 
$1,000,000. 

The Company staked one additional mineral claim during the year ended December 31, 2017, 
immediately adjacent to the four mineral claims, approximately 1,504 hectares in size, which is not 
subject to the RD Agreement. 

On August 27, 2018, the Company issued another 85,500 (855,000 pre-consolidation) common 
shares pursuant to the terms of the agreement which was valued at the share price of $0.55 ($0.055 
pre-consolidation) at the date of issuance totalling $47,025. 
 
On April 18, 2019, the Company entered into a property purchase agreement with Blue Lagoon 
Resources Inc. (“Blue Lagoon”) whereby the Company agreed to sell 100% interest in the Rocher 
Deboule property to Blue Lagoon for $25,000 in cash and 200,000 common shares of Blue Lagoon 
as follows: 
 
a) Cash of $15,000 on execution of this agreement (received subsequent to yearend) and $10,000 

to be paid within 3 days of the final receipt for Blue Lagoon’s prospectus; and 
b) 200,000 common shares of Blue Lagoon within 10 business days after Blue Lagoon shares 

commence trading on the CSE. 
 
As a result of the sale to Blue Lagoon, the Company estimated the fair value of the property to be 
approximately $45,000; accordingly, the Company recorded an impairment of $374,694. As a result 
of this subsequent sale the related assets held for sale and liabilities associated with assets held for 
sale respectively been recorded as assets held for sale and classified as current on the consolidated 
statement of financial position. 
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9.  MINERAL PROPERTY INTERESTS (continued) 

Exco Claims, Spain 

On July 30, 2018 the Company entered into a definitive agreement with Exco Mining S.A. (“Exco”) to 
acquire a 85% interest in mining permits in two cobalt and two vanadium mineral properties located in 
Spain.  The agreement requires payments in cash and shares to acquire the option, work 
commitments, past expenditures and a consulting agreement, as follows: 
 
The commitments are payable in Euros, and are stated in Canadian dollars, at an exchange of 1.56 
dollars per Euro as at December 31, 2018. 
 
On signing of the definitive agreement, the Company is required to make cash payments of 59,000 
Euros (36,195 Euros was subsequently forgiven, and the remainder was paid subsequent to 
December 31, 2018) for reimbursement of expenses, repayment of a $158,280 loan (paid) and the 
issuance of 100,000 (1,000,000 pre-consolidation) common shares (issued) of the Company within 
seven days of signing.  The 100,000 common shares were fair valued at $55,000. 

 
To earn 20% interest the Company is required to make aggregate cash payments of 10,000 Euros  
and issue common shares of the Company valued at 40,000 Euros within seven days of the signing 
of the definitive agreement with respects to each of the properties.  On September 11, 2018, the 
Company issued the 60,000 (600,000 pre-consolidation) common shares at a fair value of $33,000. 
 
To earn an additional 30% interest the Company is required to obtain the issuance of a research 
permit the Company will issue common shares of the Company valued at 400,000 Euros. 
 
To earn the remaining 35% interest the Company is required to incur 6,592,628 Euros in exploration 
expenditures as follows and are presented in Canadian dollars:  
 

 

Property Name 

1st year 
exploration 

expenditures 

2nd year 
exploration 

expenditures 

3rd year 
exploration 

expenditures 

 

Total 

Buran $ 480,948 $ 1,800,786 $ 1,058,881 $ 3,340,615 

Beatriz   355,758   1,329,853   702,936   2,388,547 

Odin   532,428   1,168,896   480,792   2,182,116 

Altair   527,748   1,364,682   480,792   2,373,222 

Total $ 1,896,882 $ 5,664,217 $ 2,723,401 $ 10,284,500 

Concurrently with the execution of this agreement the Company shall execute a consulting agreement 
whereby Exco will provide consulting services at the rate of 10,000 Euros monthly towards the 
exploration costs commencing on the closing date. As at December 31, 2018, the Company 
expensed to property investigation cost $21,610 in due diligence cost on these properties. 
 
On December 11 2018, the Company and Exco amended the July 30, 2018 definitive agreement 
whereby the Company will facilitate the development of the property independently of each other.  
 
Exco has agreed to assign all rights to the research permit of Altair to a newly established Spanish 
subsidiary of the Company or as directed by the Company. As at December 31, 2018, the Company 
has not established a Spanish subsidiary. Exco will be responsible for all administrative filings 
necessary to complete the assignment and the Company will be responsible for reimbursing Exco. As 
at December 31, 2018, the research permit is not yet issued, and Exco is obligated to holding the 
research permit in trust for the Company once issued. 
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9.  MINERAL PROPERTY INTERESTS (continued) 

Exco Claims, Spain (continued) 
 
The Company will have the right to earn 50% interest in and to the research permit to Odin in 
consideration of the issuance of 150,000 (1,500,000 pre-consolidation) common shares within thirty 
days of the issuance of the research permit and a further 40% interest by completing the aggregate 
exploration expenditures of not less than 1,398,792 Euros within three years following the issuance of 
the research permit. 
 
The Company also agreed to surrender the rights to research permits to the Buran and Beatriz claims 
effective upon the date of this amended agreement and agreed to pay in full the amount owed in 
connection with these research permits totalling $35,605 (22,805 Euros) on or before January 15, 
2019 which is included in accounts payable as at December 31, 2018.  The Company recorded an 
impairment of $226,158 to the statement of operations. 
 
The Company agreed to continue with the consulting agreement with Exco for 2,500 Euros towards 
the exploration costs on Altair and Odin commencing on January 1, 2019. 
 
As at December 31, 2018, management of the Company has decided not to pursue with the Altair 
and Odin projects and recorded an impairment of $198,038 to the statement of operations. 
 

Nirvana I and La Sal project, Utah 
 
On September 5, 2018, the Company entered into an agreement with Green Energy Minerals Ltd. to 
acquire a 100% interest in 199 unpatented lode claims in the Polar Mesa area of Utah (“Nirvana I 
project”).  The agreement required the Company to pay US$180,000 to cover staking fees and county 
and Bureau of Land Management payments and the issuance of the 1,000,000 (10,000,000 pre-
consolidation) common shares (issued) of the Company fair valued at $550,000.  During the period 
ended December 31, 2018, the Company had paid $215,688 (US$162,023). 
 
On November 6, 2018, the Company entered into a share purchase agreement (the “Agreement”) to 
purchase 100% of the issued and outstanding common shares of Prost Vanadium Ltd. a Private 
Company incorporated in the provide of British Columbia, (“Prost Vanadium”), which holds 100% 
interest in one hundred and seventy-six mineral claims located in the La Sal District of San Juan in 
the State of Utah, United States of America  The Company agreed to acquire from Prost Vanadium 
shareholders all of the issued and outstanding shares of Prost Vanadium for consideration 1,200,000 
(12,000,000 pre-consolidation) common shares of the Company fair valued at $540,000.   
 
On January 16, 2019, the Company received a notice of termination on the above two properties from 
the Optionor accordingly, as at December 31, 2018, the Company recorded an impairment of 
$1,305,686 to the statement of operations. 
 
Quebec property, Quebec, Canada 
 
On October 26, 2018, the Company entered into a share purchase agreement (the “Agreement”) to 
purchase 100% of the issued and outstanding common shares of 1177527 B.C. Ltd. a Private 
Company incorporated in the provide of British Columbia, (“1177527”), which holds 100% interest in 
thirty-nine mineral claims located in the Province of Quebec, Canada.  The Company has agreed to 
acquire from 1177527 shareholders all of the issued and outstanding shares of 1177527 for 
consideration of $250,000 in cash with $125,000 due on closing and a further $125,000 on or before 
the date which is sixty days following the closing date and 2,000,000 (20,000,000 pre-consolidation) 
common shares (issued) of the Company which was fair valued at $1,400,000.  The shareholders of 
1177527 subsequently waived the cash payment of $250,000 in the amendment on April 10, 2019.
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9.  MINERAL PROPERTY INTERESTS (continued) 
 
Quebec property, Quebec, Canada (continued) 
 
The claims are subject to a 2% Net Smelter Returns royalty (“NSR”), one-half of which may be 
purchased at any time for a cash payment of $1,000,000. 
 
As at December 31, 2018, management of the Company decided not to pursue with this project and 
have recorded an impairment of $1,450,000 to the statement of operations. 
 

10. SHARE CAPITAL 
 

(a) Authorized Share Capital 

  The Company is authorized to issue unlimited number of common shares without par value. 
 

Pursuant to a director’s resolution dated January 24, 2019, the Company approved a common 
share consolidation on the basis of ten pre-consolidation common shares for one post-
consolidation common share of the Company.  The consolidation was made effective on February 
20, 2019.  All references to the number of shares and per share amounts have been retroactively 
restated as if the consolidation had occurred January 1, 2017. 
 

 (b) Issued: 

For the year ended December 31, 2018: 
 
Pursuant to a letter agreement dated October 31, 2017, the Company engaged Haywood 
Securities Inc. (the “Agent”) as its agent for the Company’s initial public offering of 400,000 
(4,000,000 pre-consolidation) common shares at $1.00 ($0.10 pre-consolidation) per share for 
total gross proceeds of $400,000 (the “Offering”). The Company agreed to pay to the Agent a 
commission of 10% of the gross proceeds from the Offering, a non-refundable corporation 
finance fee of $30,000 in cash and $10,000 to be paid by issuance of 10,000 (100,000 pre-
consolidation) common shares of the Company, and agent warrants to acquire 10% of the total 
number of common shares sold at an exercise price of $0.10 per share expiring 24 months from 
the closing date of the Offering, and reimbursement of various professional expenses relating to 
the Offering.  On March 7, 2018, the Company issued 460,000 (4,600,000 pre-consolidation) 
common shares at $1.00 ($0.10 pre-consolidation) per share for total proceeds of $460,000 and 
10,000 (100,000 pre-consolidation) common shares in lieu of the $10,000 corporate finance fee, 
pursuant to the Offering.  The Company paid $105,532 in share issue costs related to the 
Offering.  The Company fair valued the 46,000 (460,000 pre-consolidation) agent’s warrants at 
$32,203 utilizing the Black Scholes option pricing model with the following assumptions: risk-free 
rate of 1.78%; Dividend yield of Nil; Expected volatility of 145%; Expected life of 2 years and a 
forfeiture rate of 0%. 
 
On June 7, 2018, the Company issued 8,877 (88,769 pre-consolidation) bonus shares at fair 
value of $9,321 to a company controlled by the CEO as compensation for the advance described 
in Note 8. 
 
On August 27, 2018, pursuant to a property purchase option agreement, the Company issued 
85,500 (855,000 pre-consolidation) common shares at a fair value of $47,025. 
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10. SHARE CAPITAL (continued) 
 

 (b) Issued: (continued) 

For the year ended December 31, 2018: (continued) 
 
On September 11, 2018, the Company issued 1,676,780 (16,767,800 pre-consolidation) units at 
a price of $0.75 ($0.075 pre-consolidation) per share for total proceeds of $1,257,585, $335,356 
of which has been allocated to warrant reserve based on the residual method for valuing share 
purchase warrants.  Each unit consist of one common share and one transferable common share 
purchase warrant exercisable at a price of $0.15 per share expiring on September 11, 2019. 
 
On September 11, 2018, pursuant to property purchase agreement, the Company issued 
1,000,000 (10,000,000 pre-consolidation) common shares at a fair value of $550,000. 
 
On September 11, 2018, pursuant to property purchase agreement, the Company issued 160,000 
(1,600,000 pre-consolidation) common shares at $0.55 ($0.055 pre-consolidation) per share for a 
fair value of $88,000. 

 
On October 26, 2018, pursuant to a share purchase agreement, the Company issued 2,000,000 
(20,000,000 pre-consolidation) common shares at a fair value of $1,400,000. 

On November 6, 2018, pursuant to a share purchase agreement, the Company issued 1,200,000 
(12,000,000 pre-consolidation) common shares at a fair value of $540,000. 

For the year ended December 31, 2017: 

On May 2, 2017, the Company issued 416,000 (4,160,000 pre-consolidation) common shares at 
$0.50 ($0.05 pre-consolidation) per share for total proceeds of $208,000. 

On May 29, 2017, pursuant to a property purchase option agreement, the Company issued 
100,000 (1,000,000 pre-consolidation) common shares valued at $0.50 ($0.05 pre-consolidation) 
per share for a fair value of $50,000. 

On June 21, 2017, the Company issued 50,000 (500,000 pre-consolidation) common shares at 
$0.50 ($0.05 pre-consolidation) per share for total proceeds of $25,000. 

On September 29, 2017, pursuant to a property purchase option agreement, the Company issued 
25,000 (250,000 pre-consolidation) common shares valued at a fair value of $12,500. 

On November 11, 2017, the Company issued 370,000 (3,700,000 pre-consolidation) common 
shares at $0.50 ($0.05 pre-consolidation) per share for total proceeds of $185,000. 

During the year ended December 31, 2017, the Company paid $23,800 in share issue costs. 
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10. SHARE CAPITAL (continued) 
 

 (c) Stock Option Plan 

The Company has established a stock option plan for directors, officers, employees, and 
consultants. Under the Company's stock option plan, the exercise price, vesting requirement and 
term of each option are to be determined by the Board. The option exercise price is not to be 
lower than the market price of the common shares at the time the options are granted. The term 
of the options cannot exceed 10 years. The aggregate number of shares issuable pursuant to 
options granted under the plan is limited to 10% of the Company's issued shares at the time the 
options are granted. The aggregate number of options granted to any one optionee in a 12 month 
period is limited to 5% of the issued shares of the Company.  
 
The Company grants incentive stock options as permitted pursuant to the Company’s Stock 
Option Plan which complies with the rules and policies of the Exchange. 
 
On March 7, 2018, the Company granted an aggregate of 190,000 (1,900,000 pre-consolidation) 
stock options to its officers, directors and consultants for the purchase of up to 190,000 
(1,900,000 pre-consolidation) common shares. Each stock option is exercisable for a period of 
five years at a price of $1.00 ($0.10 pre-consolidation) per common share. All stock options 
vested and are exercisable upon grant.  The fair value of the options granted was $179,365 or 
$0.94 and was recorded as a reserve from stock based compensation.  The fair value was based 
on an application of the Black-Scholes option pricing model using the following assumptions:  
Share price on grant date - $1.00; expected life 5 years; risk free interest rate – 2.08%; volatility – 
169%; dividend yield – 0% and forfeiture – 0%. 
 
On October 26, 2018, the Company granted incentive stock options to directors, officers and 
consultants of the Company for the purchase of up to 400,000 (4,000,000 pre-consolidation) 
common shares of the Company at a price of $0.85 ($0.085 pre-consolidation) per share for a 
period of five years.  All stock options vested and are exercisable upon grant.  The fair value of 
the options granted was $318,733 or $0.80 and was recorded as a reserve from stock based 
compensation.  The fair value was based on an application of the Black-Scholes option pricing 
model using the following assumption:  Share price on grant date - $0.85; expected live 5 years; 
risk free interest rate – 2.34%; volatility – 164%; dividend yield – 0% and forfeiture – 0%. 
 

 Number of
Weighted 
average 

Weighted 
average life

Options outstanding and exercisable options exercise price remaining 

Outstanding, December 31, 2016 and 2017 – – 
 
– 

Granted  590,000 $0.90 – 
Forfeited (130,000) $1.00 – 

Outstanding, December 31, 2018 460,000 $0.87 4.74 
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10. SHARE CAPITAL (continued) 

(c) Stock Option Plan (continued) 
 
The following table summarizes the stock options outstanding and exercisable as at December 
31, 2018. 

Expiry Date 
Exercise 

Price 
Number of 

Shares 
  
March 7, 2023 $1.00 60,000 
October 25, 2023 $0.85 400,000 

Total 460,000 

(d) Agent’s Warrants 

Agent’s Warrant transactions and the number of warrants outstanding are summarized as 
follows: 

 

 Number of 
Warrants 

Weighted 
average 

exercise price 

Weighted 
average life 
remaining 

Outstanding, December 31, 2016 and 2017 – – – 
Issued 46,000 $1.00 – 
Outstanding, December 31, 2018 46,000 $1.00 1.18 

 
As at December 31, 2018, the Company has 46,000 Agent’s warrants outstanding expiring on 
March 7, 2020. 

(e) Share Purchase Warrants 
 
Share Purchase Warrant transactions and the number of warrants outstanding are summarized 
as follows: 

 

 Number of 
warrants 

Weighted 
average 

exercise price 

Weighted 
average life 
remaining 

Outstanding, December 31, 2016 and 2017 – – – 
Issued 1,676,780 $1.50 – 
Outstanding, December 31, 2018 1,676,780 $1.50 0.70 

 
As at December 31, 2018, the Company has 1,676,780 share purchase warrants outstanding 
expiring on September 11, 2019. 
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10. SHARE CAPITAL (continued) 

(f) Shares held in escrow 

As at December 31, 2018, the Company has 285,000 (2,850,000 pre-consolidation) common 
shares held in escrow (2017 – nil). These escrow shares are subject to escrow trading restrictions 
pursuant to the Escrow agreement and are released on a straight line basis, with one tenth 
released on the date the Company’s securities are listed on a Canadian exchange (listing date - 
released), one sixth of remaining escrow securities released 6 months after the listing date 
(released), one fifth of remaining escrow securities released 12 months after the listing date 
(released), one fourth of remaining escrow securities released 18 months after the listing date, 
one third of remaining escrow securities released 24 months after the listing date, one half of 
remaining escrow securities released 30 months after the listing date and remainder released 36 
months after the listing date. 
 

(g)  Reserves 
 

The Company’s equity reserve is made up of share-based payments and agent’s warrants. 
 
11. MANAGEMENT OF CAPITAL 

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as 
a going concern (see Note 1). The Company does not have any externally imposed capital 
requirements to which it is subject. 

As at December 31, 2018, the Company had capital resources consisting of all components of 
shareholders’ equity. The Company manages the capital structure and makes adjustments to it in 
light of changes in economic conditions and the risk characteristics of the underlying assets. To 
maintain or adjust the capital structure, the Company may attempt to issue common shares. 

 
12. FINANCIAL INSTRUMENTS  

Fair values 
 
The Company’s financial instruments include cash, accounts payable and amounts due to related 
party.  The carrying amounts of these financial instruments are a reasonable estimate of their fair 
values because of their current nature. The fair value of these financial instruments approximates 
their carrying value because of the current nature. 
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12. FINANCIAL INSTRUMENTS (continued) 

The Company classifies its fair value measurements in accordance with the three level fair value 
hierarchy as follows: 

 
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 

(i.e. as prices) or indirectly (i.e. derived from prices), and 
Level 3 –  Inputs that are not based on observable market data 

The following table sets forth the Company’s financial assets and liabilities measured at fair value on 
a recurring basis by level within the fair value hierarchy as follows: 

 
 Level 1 Level 2 Level 3 Total 

 $ $ $ $ 
As at December 31, 2018:   

Cash  1,457 – – 1,457 
    
 
Financial risk management objectives and policies 
 
The Company’s financial instruments include cash, accounts payable and due to related party. 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)  Currency risk 
 

Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar 
and other foreign currencies will affect the Company’s operations and financial results.  The 
Company’s functional currency is the Canadian dollar.  The Company is exposed to potential 
currency risk by incurring exploration expenditures and holding assets denominated in Euros.  
Assuming all other variables remain constant, a 1% change in the Canadian dollar against Euros 
would result in an insignificant change to the Company’s operations as at December 31, 2018. 
 

(ii) Interest rate risk 
 

The Company is exposed to interest rate risk on the variable rate of interest earned on bank 
deposits. The fair value interest rate risk on bank deposits is insignificant as the deposits are 
short‐term. The Company has not entered into any derivative instruments to manage interest rate 
fluctuations. 

	
(iii) Credit risk 
 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument 
fails to meet its contractual obligations. Financial instruments that potentially subject the 
Company to concentrations of credit risks consist principally of cash.  As at December 31, 2018, 
the Company has $1,457, which is held at a Canadian chartered bank and the Company 
considers the credit risk to be minimal. 

  



PRIMARY ENERGY METALS INC. 
(formerly Primary Cobalt Corp.) 
(An Exploration Stage Company) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 2018 AND 2017 
(Expressed in Canadian Dollars) 

 

 

12. FINANCIAL INSTRUMENTS (continued) 
 

 (iv) Liquidity risk 
 
In the management of liquidity risk of the Company, the Company maintains a balance between 
continuity of funding and exploration activity. Management closely monitors the liquidity position 
and expects to have adequate sources of funding to finance the Company’s projects and 
operations.  The Company’s accounts payable and accrued liabilities are all current and due 
within 90 days of the statement of financial position date.  As at December 31, 2018 the Company 
had a working capital deficiency of $252,994  (2017: working capital of $66,598).  Management is 
considering different alternatives to secure adequate debt or equity financing to meet the 
Company’s short term and long term cash requirement. 
 
At present, the Company’s operations do not generate cash flow.  The Company’s primary source 
of funding has been the issuance of equity securities.  Despite previous success in acquiring 
financing, there is no guarantee of obtaining future financings.  
 

13. INCOME TAXES 
 
The following table reconciles the amount of income tax recoverable on application of the combined 
statutory Canadian federal and provincial income tax rates: 
 
         2018          2017 
          $        $ 
Combined statutory rate          27%        26% 
Expected income tax recovery  (1,335,000) (37,000)
Non-deductible expenses and other  651,000 (5,400)
Tax rate change  - (2,100)
Deferred tax asset not recognized  684,000 44,500 
Income taxes  – – 

 
Significant components of the Company’s deferred income tax assets not recognized are as follows: 
 
  2018 2017 
 

 $ $ 
Future income tax assets:    
     Non-capital loss  311,000 52,000 
     Share issue costs  109,000 5,000 
     Mineral property interest  321,000 - 
Deferred tax assets not recognized  741,000 57,000 
 
No deferred income tax asset has been recognized because the amount of future taxable profit that 
will be available to realize such assets is unpredictable. The ultimate realization of deferred income 
tax assets is dependent upon the generation of future taxable income during the periods in which 
those temporary differences become deductible. Management considers the scheduled reversal of 
deferred income tax liabilities, projected future taxable income, and tax planning strategies in making 
this assessment. The amount of deferred income tax asset considered realizable could change 
materially in the near term based on future taxable income during the carry forward period. 
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13. INCOME TAXES (continued) 
 
As at December 31, 2018, the Company has available non-capital losses of approximately 
$1,151,462 for deduction against future taxable income. The non-capital losses, if not utilized, will 
expire as follows: 
 

2030  8,264 

2031  25,535 

2033  6,630 

2034  2,823 

2035  2,617 

2036  2,952 

2037  124,074 

2038  978,567 

  $ 1,151,462 
 
14. SUBSEQUENT EVENTS 
 

(a) On January 24, 2019, the Company completed a ten to one share consolidation; the share 
consolidation has been retrospectively reflected in the financial statements. 

 
(b) On January 16, 2019, the Company and Plateau Ventures LLC terminated the Polar Mesa option 

agreement and the La Sal Property letter of intent (see Note 9). 
 

(c) On April 10, 2019 the Company entered into an amending agreement with the shareholders of 
1177527 B.C. Ltd. to amend the previous share purchase agreement to remove the cash 
payments totalling $250,000 from the terms of the original agreement (see Note 5). 
 

(d) On April 18, 2019, the Company entered into an agreement to sell its interest in the Rocher 
Déboulé Claims for cash and share consideration totalling $45,000 (see Note 9). 
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Primary Cobalt Corp.

We have audited the accompanying financial statements of Primary Cobalt Corp. which comprise the
statements of financial position as at December 31, 2017 and 2016, and the statements of
comprehensive loss, changes in equity and cash flows for the years then ended, and the related notes
comprising 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 as issued by the International Accounting
Standards Board, 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 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 audits 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 our 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, we consider 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 based on our audits 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
Primary Cobalt Corp. as at December 31, 2017 and 2016, and its financial performance and its cash
flows for the years then ended in accordance with International Financial Reporting Standards as issued
by the International Accounting Standards Board.

Emphasis of Matter
Without qualifying our opinion, we draw attention to Note 1 in the financial statements which indicates the
existence of a material uncertainty that may cast significant doubt on the ability of Primary Cobalt Corp.
continue as a going concern.

CHARTERED PROFESSIONAL ACCOUNTANTS
Vancouver, British Columbia
April 30, 2018



The accompanying notes are an integral part of these financial statements

PRIMARY COBALT CORP.
(An Exploration Stage Company)
STATEMENTS OF FINANCIAL POSITION
AS AT DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

Note 2017 2016
$ $

ASSETS
Current Assets

Cash 40,125 –
Amounts receivable 4,498 13,924
Prepaid expenses 30,000 –

74,623 13,924

Deferred Financing Costs 4 10,000 –
Mineral Property Interests 6 251,489 –

336,112 13,924

LIABILITIES
Current Liabilities

Accounts payable and accrued liabilities 8,025 –
Due to related party 5 – 142

8,025 142

SHAREHOLDERS’ EQUITY
Share capital 7 541,701 85,001
Deficit (213,614) (71,219)

328,087 13,782

336,112 13,924

NATURE AND CONTINUANCE OF OPERATIONS 1
COMMITMENTS 6 & 11
SUBSEQUENT EVENTS 12

Approved on behalf of the Board:

“Patrick Morris”
Patrick Morris, CEO, Director

“H. Barry Hemsworth”
H. Barry Hemsworth, Director



The accompanying notes are an integral part of these financial statements

PRIMARY COBALT CORP.
(An Exploration Stage Company)
STATEMENTS OF COMPREHENSIVE LOSS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

Note 2017 2016
$ $

Expenses

Consulting fees 5 73,750 –
Professional fees 42,158 –
Rent 5 10,500 –
Filing fees 9,528 –
Travel and promotion 6,036 –
Office and miscellaneous 1,483 –
Project development fees – 5,904

(143,455) (5,904)

Other
Interest income 1,060 –

Net loss and comprehensive loss (142,395) (5,904)

Loss per share, Basic and Diluted              (0.01)              (0.00)*

Weighted average common shares outstanding 9,838,215 5,729,316

* Denotes a loss of less than $(0.01) per share.



The accompanying notes are an integral part of these financial statements

PRIMARY COBALT CORP.
(An Exploration Stage Company)
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

Note
Shares
Issued Amount

Accumulated
Deficit Total

$ $ $
Balance, December 31, 2015 5,675,001 78,501 (65,315) 13,186

Shares issued for debt 7 325,000 6,500 – 6,500
Comprehensive loss – – (5,904) (5,904)

Balance, December 31, 2016 6,000,001 85,001 (71,219) 13,782

Shares issued for cash 7 8,360,000 418,000 – 418,000
Share issue costs 7 – (23,800) – (23,800)
Shares issued for mineral property 6, 7 1,250,000 62,500 – 62,500
Comprehensive loss – – (142,395) (142,395)

Balance, December 31, 2017 15,610,001 541,701 (213,614) 328,087



The accompanying notes are an integral part of these financial statements

PRIMARY COBALT CORP.
(An Exploration Stage Company)
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

Note 2017 2016
$ $

CASH PROVIDED BY (USED IN):
OPERATING ACTIVITIES

Net loss (142,395) (5,904)

Changes in non-cash working capital balances:
Amounts receivable 9,426 (118)
Prepaid expenses (30,000) –
Accounts payable and accrued liabilities 5,500 –
Due to related parties (142) 6,022

Cash used in operating activities (157,611) –

INVESTING ACTIVITIES
Acquisition costs 6 (50,000) –
Exploration and evaluation costs 6 (136,464) –

Cash used in investing activities (186,464) –

FINANCING ACTIVITIES
Deferred financing costs 4 (10,000) –
Shares issued for cash, net 7 394,200 –

Cash provided by financing activities 384,200 –

Increase in cash 40,125 –

Cash, beginning – –

Cash, ending 40,125 –

SUPPLEMENTAL DISCLOSURES:
Cash paid for interest – –
Cash paid for income taxes – –

NON CASH FLOW TRANSACTION INFORMATION:
Shares issued for debt settlement 5, 7 – 6,500
Shares issued for mineral property 6, 7 62,500 –

For the supplemental disclosures for non-cash investing and financing transactions, see Notes 5, 6 and 7.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

1. NATURE AND CONTINUANCE OF OPERATIONS

Primary Cobalt Corp. (the “Company”) was incorporated as Media Link Technology Corporation
under the Laws of the Province of British Columbia on July 15, 2010. On January 19, 2011, the
Company changed its name to Media Cloud Systems Inc. On September 14, 2016, the Company
changed its name from Media Cloud Systems Inc. to Bego Advanced Materials Inc.  On January 26,
2017, the Company changed its name to Primary Cobalt Corp. The address of the Company’s
corporate office and its principal place of business is 430-580 Hornby Street, Vancouver, British
Columbia, Canada.

The Company began operations on July 15, 2010 and its principal business activity was software
development.  As of December 31, 2011, the Company ceased the software development business
and began looking for a new business and financing.  On March 31, 2017, the Company entered into
a mineral property purchase option agreement.  As of December 31, 2017, the Company’s principal
business activity is the acquisition, exploration and development of mineral properties in British
Columbia, and is an exploration stage company.

The Company has never generated revenue or positive cash flows from operations.  For the year
ended December 31, 2017, the Company reported a net loss of $142,395 (2016 - $5,904), negative
cash flow from operating activities of $157,611 (2016 - $Nil) and has an accumulated deficit of
$213,614.  This raises significant doubt about the Company’s ability to continue as a going concern.
The Company’s ability to continue its operations as intended are dependent on its ability to obtain
necessary financing and raise capital sufficient to cover its operating costs.

These financial statements do not give effect to any adjustments which would be necessary should
the Company be unable to continue as a going concern and therefore be required to realize its assets
and discharge its liabilities in other than the normal course of business and at amounts different from
those reflected in these financial statements.

2. BASIS OF PRESENTATION

a) Statement of compliance

The  financial statements  are  prepared  in  accordance  with  International Financial Reporting
Standards  (”IFRS”) as  issued  by  the  International Accounting  Standards  Board  (“IASB”).

These financial statements were reviewed by the Audit Committee and approved and authorized
for issue by the Board of Directors on April 30, 2018.

b) Measurement basis

The financial statements have been prepared on the historical cost basis except for certain
financial instruments which are measured at fair value, as explained in the accounting policies set
out in Note 3 paragraphs (m) and (n) to the Company’s financial statements.  In addition, these
financial statements have been prepared using the accrual basis of accounting, except for cash
flow information. The functional and presentation currency of the Company is the Canadian
dollar.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Use of estimates

The preparation of these financial statements in conformity with IFRS requires management to
make judgments, estimates and assumptions which affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the financial
statements and revenues and expenses for the periods reported. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgments
about carrying values of assets and liabilities that are not readily apparent from other sources.
Significant areas requiring the use of management estimates include the amount of impairment
on mineral property interests, assumptions used in the calculation of share-based payments, and
amount to be recognized on deferred income tax assets and liabilities. Actual results could differ
from these estimates.

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 further periods if the review affects
both current and future period.

b) Use of judgments

Critical accounting judgements are accounting policies that have been identified as being
complex or involving subjective judgments or assessments with a significant risk of material
adjustment in the next year.  The more significant areas where management judgement has been
applied are going concern and impairment of mineral property interests.

c) Cash and cash equivalents

 Cash and cash equivalents in the statements of financial position comprise cash at banks and on
hand, and short term deposits with an original maturity of three months or less, which are readily
convertible into a known amount of cash.

d) Deferred financing costs

Professional, consulting and regulatory fees as well as other costs directly attributable to
financing transactions are reported as deferred financing costs until the transactions are
completed, if the completion of the transaction is considered to be more likely than not. Share
issue costs are charged to share capital when the related shares are issued. Costs relating to
financing transactions that are not completed, or for which successful completion is considered
unlikely, are charged to operations.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

3.   SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Mineral properties

All expenditures related to the cost of exploration and evaluation of mineral resources including
acquisition costs for interests in mineral claims, are capitalized as mineral property interests and
are classified as intangible assets. General exploration costs not related to specific mineral
properties are expensed as incurred. When shares are issued as part of mineral property
acquisition and exploration costs, they are valued at the closing share price on the date of
issuance unless the fair value of the mineral properties acquired or services received is
determinable.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an
area of interest are demonstrable, capitalized costs of the related property are offset for
impairment and reclassified as mining assets and upon commencement of commercial
production, are amortized using the units of production method over estimated recoverable
reserves. Impairment is assessed at the level of cash-generating units. Management regularly
assesses carrying values of non-producing properties and properties for which events and
circumstances may indicate possible impairment. Impairment of a property is generally
considered to have occurred if one of the following factors are present; the rights to explore have
expired or are near to expiry with no expectation of renewal, no further substantive expenditures
are planned or budgeted, exploration and evaluation work is discontinued in an area for which
commercially viable quantities have not been discovered, indications that expenditures on a
development are unlikely to be recovered.

The recoverability of mineral property interests and capitalized exploration and development
costs is dependent on the existence of economically recoverable reserves, the ability to obtain
the necessary financing to complete the development of the reserves, and the profitability of
future operations. The Company has not yet determined whether or not any of its mineral
properties contain economically recoverable reserves. Amounts capitalized to mineral properties
as exploration and development costs do not necessarily reflect present or future values.

Mineral properties are regularly reviewed for impairment or whenever events or changes in
circumstances indicate that the carrying amounts of properties may exceed its recoverable
amount. When an impairment review is undertaken, the recoverable amount is assessed by
reference to the higher of a value in use (being the present value of expected future cash flows of
the relevant cash-generating unit) and fair value less costs to sell. If the carrying amount of an
asset exceeds the recoverable amount an impairment charge is recognized by the amount by
which the carrying amount of the asset exceeds the fair value of the asset.

Exploration costs renounced due to flow-through share subscription agreements remain
capitalized, however, for corporate income tax purposes; the Company has no right to claim
these costs as tax deductible expenses.

Recorded costs of mineral properties and deferred exploration costs are not intended to reflect
present or future values of resource properties. The recorded costs are subject to measurement
uncertainty and it is reasonably possible, based on existing knowledge, that change in future
conditions could require a material change in the recognized amount.

Payments on mineral property option agreements are made at the discretion of the Company
and, accordingly, are recorded on a cash basis.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

f) Decommissioning liabilities

These provisions have been created based on the Company’s internal estimates. Assumptions,
based on the current economic environment, have been made which management believes are a
reasonable basis upon which to estimate the future liability. These estimates take into account
any material changes to the assumptions that occur when reviewed regularly by management.
Estimates are reviewed annually and are based on current regulatory requirements. Significant
changes in estimates of contamination, restoration standards and techniques will result in
changes to provisions from period to period. Actual rehabilitation costs will ultimately depend on
future market prices for the rehabilitation costs which will reflect the market conditions at the time
the rehabilitation costs are actually incurred. The final cost of the currently recognized
rehabilitation provisions may be higher or lower than currently provided for.

g) Provisions

Provisions are recorded when a present legal or constructive obligation exists as a result of past
events where it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount can be made. If the effect
is material, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and, where appropriate,
the risks specific to the liability.

h) Government assistance

British Columbia mining exploration tax credits for exploration expenditures incurred in British
Columbia, Canada are treated as a reduction of the exploration and development costs of the
respective mineral property. Until such time that there is certainty with regard to collections and
assessments, the Company will record any recovered tax credits at the time of receipt. No gain or
loss is realized during the exploration stage until all carrying costs of the specific interest have
been offset.

i) Share-based payments

The stock option plan allows Company employees and consultants to acquire shares of the
Company. The fair value of options granted is recognized as an employee or consultant expense
with a corresponding increase in equity. An individual is classified as an employee when the
individual is an employee for legal or tax purposes (direct employee) or provides services similar
to those performed by a direct employee.

The fair value is measured at grant date and each tranche is recognized on a graded basis 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.

j) Loss per share

The Company presents basic and diluted loss per share data for its common shares, calculated
by dividing the loss attributable to common shareholders of the Company by the weighted
average number of common shares outstanding during the period. Diluted loss per share does
not adjust the loss attributable to common shareholders or the weighted average number of
common shares outstanding when the effect is anti-dilutive.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

k) Income tax

Income tax expense comprises current and deferred income tax. Tax is recognized in the income
statement except to the extent that it relates to items recognized directly into equity, in which case
the related tax effect is recognized in equity.

Current tax expense is based on the results for the period as adjusted for items that are not
taxable or not deductible. Current tax expense is calculated using tax rates, laws and government
policies that were enacted or substantively enacted at the statement of financial position date.

Deferred tax is accounted for using a temporary difference approach and is the tax expected to
be payable or recoverable on temporary differences between the carrying amounts of assets and
liabilities in the statement of financial position and the corresponding tax bases used in the
computation of taxable income. Deferred tax is calculated based on the expected manner in
which temporary differences related to the carrying amounts of assets and liabilities are expected
to reverse using tax rates and laws enacted or substantively enacted which are expected to apply
in the period of reversal.

Deferred tax assets and liabilities are not recognized in respect of temporary differences that
arise on initial recognition of assets and liabilities acquired other than in a business combination
and which do not affect accounting or taxable profit or loss at the time of the transaction.

l) Flow-through shares

Resource expenditures for income tax purposes related to exploration and development activities
funded by flow-through share arrangements are renounced to investors in accordance with
income tax legislation. At the time flow-through shares are issued, there may be a potential
premium paid on the flow-through shares calculated based on the share issuance price and the
market price on the day the shares are issued. A liability is recognized for the premium on the
flow-through shares and is subsequently reversed and recorded as other income or deferred tax
expense as the Company incurs qualifying Canadian exploration expenses.

In instances where the Company has issued flow-through shares by way of a unit offering, the
proceeds are allocated first to capital stock based on the fair value of the common shares at the
time the units are issued and any residual value is allocated to the warrants reserve based on the
fair value of the warrant at the time of issuance. Any remaining residual value is then recognized
as a liability for the premium on the flow-through shares.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

m) Financial assets

All financial assets are initially recorded at fair value and designated upon inception into one of
the following four categories: held to maturity, available for sale, loans and receivables or at fair
value through profit or loss (“FVTPL”).

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses
recognized through earnings. The Company’s cash is classified as FVTPL.

Financial assets classified as loans and receivables and held to maturity assets are measured at
amortized cost. Financial assets classified as available for sale are measured at fair value with
unrealized gains and losses recognized in other comprehensive income and loss except for
losses in value that are considered other than temporary which are recognized in earnings. The
Company has not classified any financial assets as loans and receivables, held to maturity or
available for sale.

Transactions costs associated with FVTPL financial assets are expensed as incurred, while
transaction costs associated with all other financial assets are included in the initial carrying
amount of the asset.

n) Financial liabilities

All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL
or other financial liabilities.

Financial liabilities classified as other financial liabilities are initially recognized at fair value less
directly attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized costs using the effective interest method. The effective
interest method is a method of calculating the amortized cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that
discounts estimated future cash payments through the expected life of the financial liability, or,
where appropriate, a shorter period. The Company’s accounts payable and due to related party
are classified as other financial liabilities.

Financial liabilities classified as FVTPL include financial liabilities held for trading and financial
liabilities designated upon initial recognition as FVTPL. Derivatives, including separated
embedded derivatives are also classified as held for trading and recognized at fair value with
changes in fair value with changes in fair value recognized in earnings unless they are
designated as effective hedging instruments. Fair value changes on financial liabilities classified
as FVTPL are recognized in earnings. The Company has not classified any financial liabilities as
FVTPL.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

o) New accounting standards issued but not yet effective

Certain new standards, interpretations and amendments to existing standards have been issued
by the IASB that are mandatory for future accounting periods. Some updates that are not
applicable or are not consequential to the Company may have been excluded from the list below.

Standard effective for annual periods beginning on or after January 1, 2018

IFRS 9 Financial Instruments - In November 2009, as part of the IASB project to replace IAS 39
Financial Instruments: Recognition and Measurement, the IASB issued the first phase of IFRS 9,
that introduces new requirements for the classification and measurement of financial assets. The
standard was revised in October 2010 to include requirements regarding classification and
measurement of financial liabilities. In November 2013 the standard was revised to add the new
general hedge accounting requirements. The standard was finalized in July 2014 and was revised
to add a new expected loss impairment model and amends the classification and measurement
model for financial assets by adding a new fair value through other comprehensive income
(“FVOTCI”) category for certain debt instruments and additional guidance on how to apply the
business model and contractual cash flow characteristics test.

IFRS 15 - Revenue from Contracts with Customers - On May 28, 2014 the IASB issued IFRS
15, “Revenue from contracts with customers”.  IFRS 15 will replace IAS 11, “Construction
contracts”, IAS 18, “Revenue”, IFRIC 13, “Customer loyalty programmes”, IFRIC 15, “Agreements
for the construction of real estate”, IFRIC 18, “Transfers of assets from customers” and SIC 31,
“Revenue – barter transactions involving advertising services”. 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 when revenue is recognized. New estimates and
judgmental thresholds have been introduced, which may affect the amount and/or timing of
revenue recognized.  The new standard applies to contracts with customers. It does not apply to
insurance contracts, financial instruments or lease contracts, which fall in the scope of other
IFRSs.

Standard effective for annual periods beginning on or after January 1, 2019

IFRS 16 – Leases - On January 13, 2016 the IASB issued IFRS 16, “Leases”. This 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 asset and a lease liability representing its obligation to make lease payments. This
standard substantially carries forward the lessor accounting requirements of IAS 17, while
requiring enhanced disclosures to be provided by lessors. Other areas of the lease accounting
model have been impacted, including the definition of a lease.

The new standard is effective for annual periods beginning on or after January 1, 2019. Earlier
application is permitted for entities that apply IFRS 15, “Revenue from contracts with customers”
at or before the date of initial adoption of IFRS 16.

The Company does not expect that there will be significant impact to the financial statements
from adoption of these standards and interpretations by the Company.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

4. DEFERRED FINANCING COSTS

Pursuant to a letter agreement dated October 31, 2017, the Company has engaged Haywood
Securities Inc. (the “Agent”) as its agent for the Company’s initial public offering of 4,000,000 common
shares at $0.10 per share for a total gross proceeds of $400,000 (the “Offering”). The Company
agreed to pay to the Agent a commission of 10% of the gross proceeds from the Offering, a non-
refundable corporation finance fee of $30,000 in cash and $10,000 to be paid by issuance of 100,000
common shares of the Company, and agent warrants to acquire 10% of the total number of common
shares sold at an exercise price of $0.10 per share expiring 24 months from the closing date of the
Offering, and reimbursement of various professional expenses relating to the Offering. At December
31, 2017, the Company has paid a deposit of $10,000 to the Agent.

The Offering is subject to filing and obtaining a receipt for a final prospectus and listing on the
Canadian Securities Exchange (See Note 12 (d)).

5. RELATED PARTY TRANSACTIONS AND BALANCES

All related party transactions are incurred in the normal course of business at their exchange value.

Amounts due to related party are non-interest bearing, unsecured, and with no fixed repayment
terms.

During the years ended December 31, 2017 and 2016, the Company incurred the following related
party transactions:

2017 2016
$ $

Transactions:
Consulting fees:
    Chief Executive Officer 60,000 –
    Former Chief Financial Officer 5,500 –

Rent and occupancy costs paid to a company
controlled by a director 10,500 –

Advances received:
    Director – 6,022

Shares issued for debt settlement:
    Director (Note 7 (b)) – 6,500

Balances:
Due to related party:
    Director – 142

The Company has identified its directors and senior officers as its key management personnel.  For
the year ended December 31, 2017, the Company paid consulting fees of $65,500 (2016 - $Nil) and
rent of $10,500 (2016 - $Nil) to these directors and key management personnel. There were no other
post-employment benefits, long-terms benefits and termination benefits incurred during the years
ended December 31, 2017 and 2016.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

6.  MINERAL PROPERTY INTERESTS

Rocher Déboulé Claims, British Columbia

On March 31, 2017, the Company entered into a property purchase option agreement (the “RD
Agreement”) to acquire an undivided 100% interest in four contiguous mineral claims, comprised of
approximately 5,827 hectares, located in northwest British Columbia. The property purchase
agreement requires payment of $50,000, and issuance of the greater of 1,500,000 common shares or
9.9% of the issued and outstanding common shares of the Company as at the completion of Phase II
work, and not later than September 30, 2018, and incurring exploration expenditures of $180,000 as
follows:

Share
Issuance

Cash
Payment

Exploration
Expenditures

$ $
On signing memorandum of understanding (paid) – 30,000 –
On first day of execution of Agreement (paid) – 20,000 –
On or before May 31, 2017 (issued) 1,000,000 – –
On or before September 30, 2017 (issued) 250,000 – 75,000
On or before September 30, 2018 (Note) 250,000 – 105,000

1,500,000 50,000 180,000

Note: In addition, on completion of the $105,000 exploration expenditures, the Company will issue
additional shares to the Optionor so that aggregate number of common shares issued to the Optionor
will not be less than 9.9% of the total issued and outstanding commons shares of the Company at the
time of issuance.

The property is subject to a 2% net smelter return, 1% of which can be purchased by the Company at
$1,000,000.

Mineral properties expenditures accounted for as exploration and evaluation assets during the years
ended December 31, 2017 and 2016 are as follows:

2017 2016
$ $

Acquisition costs
Balance, beginning – –
Cash payment 50,000 –
Shares issued 62,500 –
Balance, ending 112,500 –

Exploration and evaluation costs
Balance, beginning – –
Geological and geophysical 138,989 –
Balance, ending 138,989 –

251,489 –

The Company staked one additional mineral claim during the year ended December 31, 2017,
immediately adjacent to the four mineral claims, approximately 1,504 hectares in size, which is not
subject to the RD Agreement.



PRIMARY COBALT CORP.
(An Exploration Stage Company)
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in Canadian Dollars)

7. SHARE CAPITAL

(a) Authorized Share Capital

  The Company is authorized to issue unlimited number of common shares without par value.

(b) Issued and Outstanding Common Shares
Number of

Common Shares Amount
$

Balance, December 31, 2015 5,675,001 78,501

Shares issued for debt 325,000 6,500
Balance, December 31, 2016 6,000,001 85,001

Issued for cash at $0.05 per share 8,360,000 418,000
Share issue costs – (23,800)
Shares issued for Rocher Déboulé property 1,250,000 62,500

Balance, December 31, 2017 15,610,001 541,701

On October 31, 2016, the Company issued 325,000 common shares at $0.02 per share for total
proceeds of $6,500.  The proceeds were offset against debt.

On May 2, 2017, the Company issued 4,160,000 common shares at $0.05 per share for total
proceeds of $208,000.

On May 29, 2017, pursuant to property purchase option agreement, the Company issued
1,000,000 common shares valued at $0.05 per share for a total of $50,000 (Note 6).

On June 21, 2017, the Company issued 500,000 common shares at $0.05 per share for total
proceeds of $25,000.

On September 29, 2017, pursuant to property purchase option agreement, the Company issued
250,000 common shares valued at $0.05 per share for a total of $12,500 (Note 6).

On November 11, 2017, the Company issued 3,700,000 common shares at $0.05 per share for
total proceeds of $185,000.

During the year ended December 31, 2017, the Company paid $23,800 in share issue costs.

(c) Stock Option Plan

The Company has established a stock option plan for directors, officers, employees, and
consultants . Under the Company's stock option plan, the exercise price, vesting requirement and
term of each option are to be determined by the Board. The option exercise price is not to be
lower than the market price of the common shares at the time the options are granted. The term
of the options cannot exceed 10 years. The aggregate number of shares issuable pursuant to
options granted under the plan is limited to 10% of the Company's issued shares at the time the
options are granted. The aggregate number of options granted to any one optionee in a 12 month
period is limited to 5% of the issued shares of the Company.

No stock options were issued and outstanding for the years ended December 31, 2016 and 2017.
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8. INCOME TAXES

The following table reconciles the amount of income tax recoverable on application of the combined
statutory Canadian federal and provincial income tax rates:

2017 2016
$ $

Combined statutory rate 26% 26%
Expected income tax recovery (37,023) (1,535)
Non-deductible expenses and other (5,423) 768
Tax rate change (2,121) –
Deferred tax asset not recognized 44,567 767
Income taxes – –

Significant components of the Company’s deferred income tax assets not recognized are as follows:

2017 2016

$ $
Future income tax assets:
     Non-capital loss 52,119 12,693
     Share issue costs 5,141 –
Deferred tax assets not recognized 57,260 12,693

No deferred income tax asset has been recognized because the amount of future taxable profit that
will be available to realize such assets is unpredictable. The ultimate realization of deferred income
tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences become deductible. Management considers the scheduled reversal of
deferred income tax liabilities, projected future taxable income, and tax planning strategies in making
this assessment. The amount of deferred income tax asset considered realizable could change
materially in the near term based on future taxable income during the carry forward period.

As at December 31, 2017, the Company has available non-capital losses of approximately $193,032
(2016 – $48,821) for deduction against future taxable income. The non-capital losses, if not utilized,
will expire as follows:

2030 8,264
2031 25,535
2033 6,630
2034 2,823
2035 2,616
2036 2,952
2037 144,212

$ 193,032
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9. MANAGEMENT OF CAPITAL

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as
a going concern (see Note 1). The Company does not have any externally imposed capital
requirements to which it is subject.

As at December 31, 2017, the Company had capital resources consisting of all components of
shareholders’ equity. The Company manages the capital structure and makes adjustments to it in
light of changes in economic conditions and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Company may attempt to issue common shares.

10. FINANCIAL INSTRUMENTS

Fair values

The Company’s financial instruments include cash and accounts payable.  The carrying amounts of
these financial instruments are a reasonable estimate of their fair values because of their current
nature. The fair value of these financial instruments approximates their carrying value because of the
current nature.

The following table summarizes the carrying values of the Company’s financial instruments:

2017 2016

$ $
FVTPL (i) 40,125 –
Other financial liabilities (ii) 8,025 142

(i) Cash
(ii) Accounts payable and due to related party

The Company’s financial instruments include cash, accounts payable and due to related parties.  The
carrying amounts of these financial instruments are a reasonable estimate of their fair values because
of their current nature.

The Company classifies its fair value measurements in accordance with the three level fair value
hierarchy as follows:

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

(i.e. as prices) or indirectly (i.e. derived from prices), and
Level 3 –  Inputs that are not based on observable market data
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10. FINANCIAL INSTRUMENTS (continued)

The following table sets forth the Company’s financial assets and liabilities measured at fair value on
a recurring basis by level within the fair value hierarchy as follows:

Level 1 Level 2 Level 3 Total

$ $ $ $
As at December 31, 2017:
Cash 40,125 – – 40,125

As at December 31, 2016:
Cash – – – –

Financial risk management objectives and policies

The Company’s financial instruments include cash, accounts payable and due to related party. 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) Currency risk

The Company’s expenses are denominated in Canadian dollars. The Company’s corporate office
is based in Canada and current exposure to exchange rate fluctuations is minimal.

(ii) Interest rate risk

The Company is exposed to interest rate risk on the variable rate of interest earned on bank
deposits. The fair value interest rate risk on bank deposits is insignificant as the deposits are
short-term. The Company has not entered into any derivative instruments to manage interest rate
fluctuations.

(iii) Credit risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument
fails to meet its contractual obligations. Financial instruments that potentially subject the
Company to concentrations of credit risks consist principally of cash.  As at December 31, 2017,
the Company has $40,145, which is held at a Canadian chartered bank and the Company
considers the credit risk to be minimal.

(iv) Liquidity risk

In the management of liquidity risk of the Company, the Company maintains a balance between
continuity of funding and exploration activity. Management closely monitors the liquidity position
and expects to have adequate sources of funding to finance the Company’s projects and
operations.
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11. COMMITMENTS

(a) The Company is committed to the payments, share issuances and exploration expenditures in the
Rocher Déboulé property, as described in Note 6.

(b) The Company has entered into an letter agreement with Haywood Securities Inc. for an initial
public offering of 4,000,000 common shares at a price of $0.10 per common share (see Note 4).

(c) On November 1, 2017, the Company and its shareholders entered into an escrow agreement for
escrow arrangement of share offering described in Notes 12(b) and (f).

(d) On November 9, 2017, the Company authorized the grant of 1,900,000 stock options to directors,
officers and consultant effective on the first day of trading on a public exchange (Note 12 (e)).

12. SUBSEQUENT EVENTS

 (a) On January 2, 2018, the Company entered into a service contract with the President of the
Company for a monthly remuneration of $5,000 for 2018.

(b) On March 7, 2018, the Company's shares were listed on the Canadian Securities Exchange.

(c) On March 8, 2018, the Company issued 4,600,000 common shares at $0.10 per share pursuant
to private placements for gross proceeds of $460,000.

(d) On March 8, 2018, pursuant to the Agent agreement, the Company paid a corporate financing fee
of $30,000, issued 100,000 common shares and issued 460,000 agent warrants.  The warrants
are exercisable at $0.10 per common share, expiring on March 7, 2020.

(e) On March 7, 2018, contemporaneously with the Company's shares being listed on the Canadian
Securities Exchange, the 1,900,000 stock options were granted.
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Management’s Discussion and Analysis 
 
The following discussion is management’s assessment and analysis of the results and financial condition of Primary 
Energy Metals Inc. (the “Company”), and should be read in conjunction with the unaudited condensed interim 
consolidated financial statements and related notes for the six months ended June 30, 2019. The preparation of financial 
data is in accordance with International Accounting Standard 34 - Interim Financial Reporting (“IAS 34”) using accounting 
policies consistent with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board and all figures are reported in Canadian dollars unless otherwise indicated.  
 
The effective date of this report is August 28, 2019. 
 
Caution Regarding Forward Looking Information   
 
Certain statements in this report are forward-looking statements, which reflect our management’s expectations regarding 
our future growth, results of operations, performance and business prospects and opportunities.  Forward-looking 
statements consist of statements that are not purely historical, including any statements regarding beliefs, plans, 
expectations or intentions regarding the future. Such statements are subject to risks and uncertainties that may cause 
actual results, performance or developments to differ materially from those contained in the statements. No assurance 
can be given that any of the events anticipated by the forward-looking statements will occur or, if they do occur, what 
benefits we will obtain from them.  These forward-looking statements reflect management’s current views and are based 
on certain assumptions and speak only as of December 31, 2018. These assumptions, which include, management’s 
current expectations, estimates and assumptions about the global economic environment may prove to be incorrect.  A 
number of risks and uncertainties could cause our actual results to differ materially from those expressed or implied by the 
forward-looking statements, including: (1) a downturn in general economic conditions, (2) inability to locate and identify 
potential business acquisitions, (3) potential negative financial impact from regulatory investigations, claims, lawsuits and 
other legal proceedings and challenges, and (4) other factors beyond our control.  There is a significant risk that such 
forward-looking statements will not prove to be accurate. Investors are cautioned not to place undue reliance on these 
forward-looking statements.  No forward-looking statement is a guarantee of future results. Unless otherwise required by 
applicable securities laws, the Issuer disclaims any obligation to update any forward-looking statements, whether as a 
result of new events, circumstances and information, future events or results or otherwise. Additional information about 
these and other assumptions, risks and uncertainties are set out in the section entitled “Risk Factors” below. 
 
Description of Business 
 
The Company was incorporated as Media Link Technology Corporation under the Laws of the Province of British 
Columbia on July 15, 2010.  On January 19, 2011, the Company changed its name to Media Cloud Systems Inc. On 
September 14, 2016, the Company changed its name from Media Cloud Systems Inc. to Bego Advanced Materials Inc.  
On January 26, 2017, the Company changed its name to Primary Cobalt Corp. On August 31, 2018, the Company 
changed its name to Primary Energy Metals Inc.  The address of the Company’s corporate office and its principal place of 
business is Suite 800 – 1199 W Hastings Street, Vancouver BC, Canada V6E 3T5. 
 
As of June 30, 2019, the Company is focused on closing the Transaction (See Subsequent Events note below). 
 
As at June 30, 2019, the Company had a working capital of $558,039. During the six months ended June 30, 2019, the 
Company incurred a net loss of $325,992, and at June 30, 2019, the Company has not achieved profitable operations, 
has accumulated losses of $5,485,184 since inception and expects to incur further losses in the development of its 
business.  This raises significant doubt about the Company’s ability to continue as a going concern.  The Company’s 
ability to continue its operations as intended are dependent on its ability to obtain necessary financing and raise capital 
sufficient to cover its operating costs. 
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On February 20, 2019, the Company consolidated its shares on the basis of ten pre-consolidation common shares for one 
post-consolidation common share of the Company.  All references to the number of shares and per share amounts have 
been retroactively restated as if the consolidation had occurred January 1, 2017. 
 
In June 2019, the Company completed a non-brokered private placement of 15,160,330 units at a price of $0.075 per unit 
for gross proceeds of $1,137,025. Each unit consisted of one common share, and one half of one common share 
purchase warrant, each of which exercisable at $0.15 until June 11, 2021. There were no share issue costs incurred 
relating to this private placement during the six months ended June 30, 2019. 
 
Subsequent Events 
 
In July 2019, the Company entered into a letter of intent with NNZ Consulting Corp. (“NNZ”) for the acquisition of NNZ (the 
“Transaction”) for consideration of 39,997,500 common shares of the Company to be issued to the existing shareholders 
of NNZ. NNZ is a privately-held company which, through its subsidiary, Ihuana SAS (“Ihuana”), is licensed to cultivate, 
produce and distribute cannabidiol based medical grade cannabis in Colombia.  Ihuana is seeking to become a large 
scale producer of naturally grown premium quality non-psychoactive cannabis, with its primary operations centralized in 
the Bogota savannah in central Colombia. 
 
Pursuant to the Transaction, the Company will issue 4,000,000 common shares to certain arms’-length third-parties who 
assisted in introducing the Transaction to the Company, as well as 800,000 common shares to a contractor, as 
consideration for certain corporate finance advisory services provided to the Company. 
 
Concurrently, the Company intends to undertake a non brokered private placement (the “Financing”) of up to 11,666,667 
subscription receipts at a price of $0.30 per receipt for gross proceeds of $3,500,000.  The proceeds from the Financing 
will be held in escrow pending completion of the Transaction.  Upon completion of the Transaction, each receipt will 
automatically be converted into one unit of the Company.  Each unit will consist of one common share of the Company, 
and one common share purchase warrant entitling the holder to acquire an additional common share of the Company at a 
price of $0.60 for a period of twenty four months from completion of the Transaction.   
 
Prior to completion of the Transaction, the Company intends to offer a credit facility (the “Facility”) to NNZ to finance the 
operating capital requirements of NNZ.  It is expected that total advances under the Facility will be limited to $250,000, 
and that the Facility will accrue interest at a rate of ten percent per annum.  The Facility will be secured against a general 
charge over all of the assets of NNZ, and will be repayable within ninety days in the event the Transaction does not 
proceed. As of the date of this report, the Company advanced $100,000 to NNZ under the Facility. 
 
Upon completion of the Transaction, the Company will focus its efforts on the existing business of NNZ, and will change 
its name to reflect its activities in the South American cannabis sector.  No changes to the board of directors or 
management of the Company are anticipated in connection with the Transaction.    
 
Mineral Property Interests 
 
Rocher Déboulé Claims 
 
Property Acquisition Details 
 
On March 31, 2017, the Company entered into a property purchase option agreement (the “RD Agreement”) to acquire an 
undivided 100% interest in four contiguous mineral claims, comprised of approximately 5,827 hectares, located in 
northwest British Columbia. The RD agreement requires payment of $50,000, and issuance of the greater of 150,000 
common shares or 9.9% of the issued and outstanding common shares of the Company as at the completion of Phase II 
work, and not later than September 30, 2018, and incurring exploration expenditures of $180,000 as follows: 

 



Primary Energy Metals Inc. 
Management’s Discussion and Analysis 
of Financial Condition and Results of Operations 
As at and for the three and six months ended June 30, 2019 and 2018  

 

 
3 

Share Cash 
Issuance Payment

$ $

On signing memorandum of understanding (paid)             -   30,000                                        - 
On first day of execution of Agreement (paid)             -   20,000                                        - 
On or before May 31, 2017 (issued) 100,000             -                                        - 
On or before September 30, 2017 (issued)   25,000             -                               75,000 
On or before September 30, 2018 (issued)   25,000             -                             105,000 

150,000   50,000                             180,000 

Exploration Expenditures

 
 
In addition, on completion of the $105,000 exploration expenditures, the Company will issue additional shares to the 
optionor so that aggregate number of common shares issued to the optionor will not be less than 9.9% of the total issued 
and outstanding commons shares of the Company at the time of issuance. On August 27, 2018, the Company issued 
85,500 common shares at fair value of $47,025. 
 
The property is subject to a 2% net smelter return, 1% of which can be purchased by the Company at $1,000,000. 
 
The Company staked one additional mineral claim during the year ended December 31, 2017, immediately adjacent to the 
four mineral claims, approximately 1,504 hectares in size, which is not subject to the RD Agreement. 
 
On August 27, 2018, the Company issued another 85,500 common shares pursuant to the terms of the agreement which 
was valued at the share price of $0.55 at the date of issuance totalling $47,025. 
 
On April 18, 2019, the Company entered into a property purchase agreement with Blue Lagoon Resources Inc. (“Blue 
Lagoon”) whereby the Company agreed to sell 100% interest in the Rocher Déboulé property to Blue Lagoon for $25,000 
in cash and 200,000 common shares of Blue Lagoon as follows: 

 
a) Cash of $15,000 on execution of this agreement (received in April 2019) and $10,000 (received in July 2019) to 

be paid within 3 days of the final receipt for Blue Lagoon’s prospectus; and 
b) 200,000 common shares of Blue Lagoon within 10 business days after Blue Lagoon shares commence trading 

on the CSE. 
 
As a result of the sale to Blue Lagoon, the Company estimated the fair value of the property to be approximately $45,000; 
accordingly, the Company recorded an impairment of $374,694 during the year ended December 31, 2018. As a result of 
this subsequent sale, the related assets held for sale and liabilities associated with assets held for sale respectively have 
been recorded as assets held for sale and classified as current on the consolidated statement of financial position.  

 
During the six months ended June 30, 2019, $15,000 was received on execution of this agreement. 
 
Property Description 
 
The Rocher Déboulé Property (the “RD Property”) is in west central British Columbia, Canada, in the Hazelton area, 
approximately 100 kilometers southwest of Stewart, BC. The area lies at the north end of the Rocher Déboulé Range, 
near the junction of the Bulkley and Skeena Rivers. The RD Property is in the Intermontane tectonic province of the 
Canadian Cordillera, and is underlain by rocks of the Late Paleozoic Stikine volcanic arc terrane. The Rocher Déboulé 
area lies within the Skeena Arch, an east-northeast-trending belt of Jurassic and older mostly volcanic rocks that straddles 
Skeena Terrane, a volcanic arc complex. The Rocher Déboulé Range is underlain by the upper two divisions of the 
Hazelton group (Red Rose and Brian Boru formations) and intruded by the Rocher Déboulé stock, a predominantly 
porphyritic granodiorite with quartz monzonite. 
 
Most of the areas of interest on the RD Property are associated with mineralized vein fillings and shear zones near the 
margin of the Rocher Déboulé intrusion into sedimentary and volcanic rocks. Heat from the intrusion of the Rocher 
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Déboulé stock created a hornfelsic aureole in the surrounding Hazelton rocks.  Access to the RD Property is by gravel 
road and ATV along trails.  The RD Property experiences a mix of coastal and interior weather patterns owing to its 
location.  The Property is in an area with an extensive history of mineral exploration, including showings on the RD 
Property.  Previous exploration on the RD Property has been ongoing since the early 1900’s on two of the claims.  For 
more detailed RD Property information, see the 43-101. 
 
Property Work to Date 
 
In May, 2017, Primary Cobalt engaged a Qualified Person to conduct an initial exploration work program and collected 
rock and stream sediment samples for analysis.  During the exploration program the Company staked one claim 
contiguous to the RD Property. As a result the RD Property comprises five mineral claims covering 7,330.86 hectares.  A 
43-101 technical report was commissioned by to comply with regulatory disclosure and reporting requirements outlined in 
Canadian National Instrument 43-101 (“NI 43-101”), companion policy NI 43-101CP, and Form 43-101F.  The goal of the 
exploration program was to confirm historic showings, identify possible new targets, and become familiar with the field 
conditions. Ninety-five (95) rock samples and 19 stream pan concentrate samples were collected from the RD Property to 
confirm historic assays and guide in development of potential exploration targets. 
 
The initial exploration program at the RD Property focussed on investigating the cobalt and precious metal potential of the 
RD Property by confirming historic assay results and determining field conditions. The results of the initial exploration 
program indicate that the RD Property exhibits favourable geologic characteristics and sufficient potential to warrant 
further exploration for cobalt, gold, silver, and copper. 
 
A detailed ground magnetic survey is recommended to determine the geophysical characteristics of the mineralization in 
the area of the Golden Wonder showing, at the west end of the RD Property. It also recommended that an extensive soil 
sampling program should be carried out in the same area, as well as completing small soil sample grids over the other 
showings on the RD Property.  The budget for this work is $115,610.  The Company began the soil sampling program 
work in June 2018 with results expected in July 2018. 
 
On August 27, 2018, the Company had released the results form the 2018 field program.  Field crews from Dahrouge 
Geological Consulting Ltd. completed a 16-day exploration program in late June, 2018, which included detailed mapping 
and sampling of the Golden Wonder showing. A total of 85 rock samples and 287 soil samples were collected and sent to 
Actlabs in Kamloops, B.C., for analysis. 
 
The new results from the Golden Wonder area expanded the zone of anomalous gold, copper and cobalt to approximately 
500 metres of strike length. A high proportion of rock samples displayed anomalous gold values, with 22 of the 85 
samples returning greater than 0.5 gram per tonne gold and 37 returning greater than 0.1 g/t Au. Sample highlights 
include: 
 

 Sample 128240 -- 18.2 g/t Au, 0.054 per cent Co and 1.91 per cent Cu (0.3 m chip); 
 Sample 128241 -- 11 g/t Au, 0.667 per cent Co and 0.414 per cent Cu (0.2 m chip); 
 Sample 128254 -- 2.2 g/t Au, 0.176 per cent Co and 0.935 per cent Cu (grab); 
 Sample 128272 -- 4.7 g/t Au, 0.215 per cent Co and 0.28 per cent Cu (0.3 m chip); 
 Sample 128278 -- 18.7 g/t Au, 0.653 per cent Co and 0.969 per cent Cu (grab); 
 Sample 128283 -- 7.1 g/t Au and 0.256 per cent Co (0.2 m chip); 
 Sample 128288 -- 20 g/t Au and 0.194 per cent Co (0.25 m chip); 
 Sample 128294 -- 9.9 g/t Au and 0.17 per cent Co (grab). 

 
In addition, a number of chip sample sections were completed perpendicular to the structural trend in the area. The 
section in the main pit area returned promising values: 
 

 Samples 128976 and 128977 -- 1.3 g/t Au, 0.041 per cent Co and 0.35 per cent Cu across six metres. 
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A soil sample grid over Golden Wonder further reinforced the approximately 500-metre mineralized trend, as a number of 
highly anomalous samples were located between mapped outcrops, with values of up to 3.97 and 5.89 g/t Au reported. In 
addition, a number of anomalous Au values were noted at both the east-northeast and west-southwest ends of the grid. 
 
The high grades of Au, Cu and Co, and style of mineralization observed at Golden Wonder are suggestive of a Besshi-
type massive sulphide occurrence similar to the Windy Craggy deposit in northwestern British Columbia. Management 
cautions that past results or comparisons with similar properties (such as Windy Craggy) may not necessarily be 
indicative to the presence of mineralization on the company's properties.  
 
Exco Claims, Spain 
 
Property Acquisition Details 
 
On July 30, 2018 the Company entered into a definitive agreement with Exco Mining S.A. (“Exco”) to acquire 85% interest 
in mining permits in two cobalt and two vanadium mineral properties located in Spain.  The agreement requires payments 
in cash and shares to acquire the option, work commitments, past expenditures and a consulting agreement, as follows: 
 

 On signing of the definitive agreement, the Company was required to make cash payments of 59,000 Euros 
(36,195 of this was subsequently forgiven, and the remainder was paid during the three months ended March 31, 
2019) for reimbursement of expenses, repayment of a $158,280 loan (paid) and the issuance of 100,000 common 
shares (issued) of the Company within seven days of signing.  The 100,000 common shares were fair valued at 
$55,000. 

 
 To earn 20% interest, the Company was required to make aggregate cash payments of 10,000 Euros 

(approximately $15,600) and issue common shares of the Company valued at 40,000 Euros within seven days of 
the signing of the definitive agreement with respects to each of the properties.  On September 11, 2018, the 
Company issued the 60,000 common shares at a fair value of $33,000. 

 
 To earn an additional 30% interest, the Company was required to obtain the issuance of a research permit the 

Company will issue common shares of the Company valued at 400,000 Euros (approximately $624,000). 
 
 To earn the remaining 35% interest, the Company was required to incur 6,592,628 Euros in exploration 

expenditures as follows and are presented in Canadian dollars:  
 

 

Property Name 

1st year 
exploration 
expenditures 

2nd year 
exploration 
expenditures 

3rd year 
exploration 
expenditures 

 

Total 

Buran $ 480,948 $ 1,800,786 $ 1,058,881 $ 3,340,615 

Beatriz   355,758   1,329,853   702,936   2,388,547 

Odin   532,428   1,168,896   480,792   2,182,116 

Altair   527,748   1,364,682   480,792   2,373,222 

Total $ 1,896,882 $ 5,664,217 $ 2,723,401 $ 10,284,500 
 

Concurrently with the execution of this agreement, the Company executed a consulting agreement whereby Exco will 
provide consulting services at the rate of 10,000 Euros monthly (approximately $15,600) towards the exploration costs 
commencing on the closing date. During the year ended December 31, 2018, the Company expensed to property 
investigation cost $21,610 in due diligence cost on these properties. 
 
On December 11, 2018, the Company and Exco amended the July 30, 2018 definitive agreement whereby the Company 
will facilitate the development of the property independently of each other.  
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Exco has agreed to assign all rights to the research permit of Altair to a newly established Spanish subsidiary of the 
Company or as directed by the Company. As at December 31, 2018, the Company has not established a Spanish 
subsidiary. Exco will be responsible for all administrative filings necessary to complete the assignment and the Company 
will be responsible for reimbursing Exco.  As at December 31, 2018, the research permit is not yet issued, and Exco is 
obligated to holding the research permit once issued in trust for the Company. 
 
The Company will have the right to earn 50% interest in and to the research permit to Odin in consideration of the 
issuance of 150,000 common shares within thirty days of the issuance of the research permit and a further 40% interest 
by completing the aggregate exploration expenditures of not less than 1,398,792 Euros (approximately $2,182,116) within 
three years following the issuance of the research permit. 

 
The Company has also agreed to surrender the rights to research permits to the Buran and Beatriz claims effective upon 
the date of this amended agreement and has paid in full the amount owed in connection with these research permits 
totalling 22,805 Euros ($35,343) on January 11, 2019. The Company recorded an impairment of $226,158 to the 
statement of loss and comprehensive loss during the year ended December 31, 2018. 
 
As at December 31, 2018, management of the Company has decided not to pursue with the Altair and Odin projects and 
have recorded an impairment of $198,038 to the statement of loss and comprehensive loss during the year ended 
December 31, 2018.  

 
The commitments that were payable in Euros, were stated in Canadian dollars, at an exchange of 1.56 dollars per Euro 
as at December 31, 2018.  
 
The Company continued with the consulting agreement with Exco for 2,500 Euros (approximately $3,900) towards the 
exploration costs on Altair and Odin commencing on January 1, 2019. During the six months ended June 30, 2019, the 
Company expensed to property investigation cost $3,859 in due diligence cost on these properties for the month of 
January 2019. As at June 30, 2019, the consulting agreement is on hold. 
 
Property Work to Date 
 
The Company has released the results of grab samples taken during May 2018, due diligence site visits. The samples 
were taken from the cobalt, copper, silver, lead, nickel and manganese projects, inside one of the galleries on its Buran 
permit permits in Almeria and from the waste dumps of old cobalt mines located within the Beatriz permit in Granada 
province in southern Spain. 
  
Daniel Porras, Dipl.-Geol, member the European Federation of Geologists (EFG), who is a qualified person as defined 
under National Instrument 43-101, supervised the collection of the samples (Buran sample). The samples were submitted 
to ALS Minerals in Seville, Spain, for analysis. The samples were crushed and split, a portion was pulverized, and a one-
gram aliquot was analyzed by ALS Chemex method ME-MS61 (48 elements, including Si (silicon), Cu (copper), Pb (lead), 
four-acid ICP-MS (inductively coupled plasma-mass spectrometry)). Some relevant results among others are summarized 
in the attached table.  
 
Project               Sample   Ag (ppm)   Co (ppm)   Cu (ppm)   Mo (ppm)   Ni (ppm)   Pb (ppm)   Zn (ppm) 
 
Buran project    PC18-05  0.89  8.3 28.7 1,520 11.3    4,680        294      
                         PC18-06      1.15  9.8  65.6 3.82 31.8 91.1     101       
                         DJ-1          26 379  1.27 4       57  >10,000    433      
                         BU-LAB-1  47.6  40.6    10,650 2.32 14.6 47.4         183      
                         BU-DJ-1 0.29    11.5        54.7 2.35 26.5 57.1           28       
                         BU-DJ-2 968     129 15,450 3.35 6.5 >20,000    116      
                         BU-DJ-3 386      59.4 7,220 1.21 24.9 89,600      80       
                         BU-DJ-4 1.62      43.4 95.2 2.03 50.6 319          396      
Beatriz project  PC18-04 0.83   3,950 3,620 0.42 554 110.5        76       
                         B-1      3     3,850 1.47  3 1,200 11             72       
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                         BE-ENC-1 15.2    6,040 2,990  0.6 1,670 9,710            15       
 
The main target pursued in these projects is the cobalt minerals and typical paragenesis (Ag, Cu, Ni and others). And 
although it was not possible to get access to the cobalt-rich samples in the old galleries, very interesting mineralizations 
were found with high molybdenum contents and, over all, a massive dike shows silver at 968 parts per million (0.0968 per 
cent), content of 1 per cent per kilogram per ton, 1.5 per cent copper and 20 per cent lead. Regarding the Beatriz project, 
the high cobalt contents found in the samples with important contents in nickel and copper were very relevant and 
encouraging. The grab samples are selected samples and may not be representative of the mineralization hosted on the 
property. On July 11, 2018, the London Metal Exchange (LME) quoted silver at $15.80 per ounce, copper at $2.78 per 
pound and lead at $1 per pound.  
 
Buran and Beatriz projects, Andalucia, South-Southeast Spain  
 
Historic highlights  
 
The mineralization is enriched in several elements (Co-Ni-Ag-Se-As-Hg) (cobalt-nickel-silver-selenium-arsenic-mercury) 
that enter into the category of RSE (redox-sensitive elements). The mineralization is stratified with high TOC dolomites 
affected by thrusts. A Mississippy Valley-type origin can be extrapolated for this deposit, with the origin of the metals in 
the washing of marine series or from the mafic intercalations into the series, with the carbonate/dolomite formations as a 
"reducing trap" for mineralization. 
 
The concentrations of primary cobalt minerals are important and further exploration will determine their regional extension. 
This type of deposit can be very widespread in Betica and could also concentrate elements of the platinum group. It is 
quite similar to the Democratic Republic of the Congo mineralizations.  
 
Nirvana I and La Sal project, Utah 
 
On September 5, 2018, the Company entered into an agreement with Green Energy Minerals Ltd. to acquire a 100% 
interest in 199 unpatented lode claims in the Polar Mesa area of Utah (the “Nirvana I project” or “Polar Mesa claims”).  
The agreement requires the Company to pay US$180,000 to cover staking fees and county and Bureau of Land 
Management payments and the issuance of the 1,000,000 common shares (issued) of the Company, fair valued at 
$550,000.  During the year ended December 31, 2018, the Company paid $215,688 (US$162,023). 
 
The Polar Mesa claims form a single contiguous claim block covered by 199 unpatented federal lode claims in Uravan 
belt, with historical mining going back to the 1880s.  
 
There are several areas with vanadium grades of 3.87 per cent, 3.37 per cent, 3.35 per cent, 3.26 per cent, 3.04 per cent 
and 3.02 per cent, with surface chip samples reporting vanadium grades as high as 5.63 per cent and uranium grades of 
2,100 parts per million. The grab samples are selected samples and may not be representative of the mineralization 
hosted on the property.  
 
The Uravan mineral belt has been explored since the late 1880s, when early prospectors discovered radium, vanadium 
and uranium in the carnotite ores of the Paradox Valley. Since then, these three elements have alternated as the 
predominant economic resource based upon the market conditions. Prior to 1930, most of the vanadium produced in the 
United States came from the roscoelite deposits near Rifle and Placerville in Colorado. The rising demand for vanadium 
as a steel alloy renewed interest in the vanadium deposits of the Uravan belt.  
 
On November 6, 2018, the Company entered into a share purchase agreement to purchase 100% of the issued and 
outstanding common shares of Prost Vanadium Ltd. a Private Company incorporated in the province of British Columbia, 
(“Prost”), which holds 100% interest in one hundred and seventy-six mineral claims located in the La Sal District of San 
Juan in the State of Utah, United States of America  The Company has agreed to acquire from Prost shareholders all of 
the issued and outstanding shares of Prost for consideration 1,200,000 common shares of the Company with a fair value 
of $540,000.   
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On January 16, 2019, the Company received a notice of termination on the above two properties from the optionor 
accordingly, the Company recorded an impairment of $1,305,686 to the statement of loss and comprehensive loss, during 
the year ended December 31, 2019. 
 
Quebec property, Quebec, Canada 
 
On October 26, 2018, the Company entered into a share purchase agreement to purchase 100% of the issued and 
outstanding common shares of 1177527 B.C. Ltd., a Private Company incorporated in the province of British Columbia, 
(“1177527”), which holds 100% interest in thirty-nine mineral claims located in the Province of Quebec, Canada.  The 
Company has agreed to acquire from 1177527 shareholders all of the issued and outstanding shares of 1177527 for 
consideration of $250,000 in cash with $125,000 due on closing and a further $125,000 on or before the date which is 
sixty days following the closing date and 2,000,000 common shares (issued) of the Company which was fair valued at 
$1,400,000.  The shareholders of 1177527 subsequently waived the cash payment of $250,000 in the amendment on 
April 10, 2019.  
 
The claims are subject to a 2% Net Smelter Returns royalty (“NSR”) on commercial production from the Properties 
owing to Contigo Resources Ltd., one-half of which may be purchased at any time for a cash payment of 
$1,000,000. 

 
As at December 31, 2018, management of the Company has decided not to pursue with this project and have recorded 
an impairment of $1,450,000 to the statement of loss and comprehensive loss during the year ended December 31, 2018. 
 
Summary of Quarterly Results 
 

Q2 Q1 Q4 Q3
2019 2019 2018 2018

Revenue  $                  -   $                  -   $                  -    $                  - 
Loss for the period (252,140)         (73,852)           (4,002,931)      (553,270)         
Basic and diluted loss per share (0.02)               (0.01)               (1.20)               (0.21)                
 

Q2 Q1 Q4 Q3
2018 2018 2017 2017

Revenue  $                  -   $                  -   $                  -    $                  - 
Loss for the period (131,789)         (257,588)         (60,544)           (37,296)           
Basic and diluted loss per share (0.06)               (0.15)               (0.06)               (0.05)                
 
In Q1 2018, loss increased to $247,587 as compared to the previous quarter primarily due to share based compensation 
of $172,229 from the grant of 1,900,000 management incentive options during the period. In Q3 2018, loss increased to 
$553,270 as compared to the previous quarter due to the increase in consulting fees paid for business developments and 
marketing of the Company and its new mineral properties.  In Q4 2018, loss increased to $4,012,932 as compared to the 
previous quarter due to the increase in consulting fees for business development, travel expenses to Europe with respect 
to the Spain property and meetings with prospective investors, and share based compensation on the stock options 
granted during the quarter. In Q4 2018, the Company decided to change the direction of the business and have written-off 
the mineral properties resulting in an impairment of $3,554,576 on the mineral properties. In Q2 2019, loss increased as 
compared to the previous quarter due to the increase in consulting fees and travel expenses. 
 
Results of Operations 
 
Three months ended June 30, 2019 and 2018 
 
During the three months ended June 30, 2019, the Company recorded a loss and comprehensive loss of $252,140 (June 
30, 2018: $131,789). Loss and comprehensive loss for the three months ended June 30, 2019, increased by $120,351 
primarily due to: 
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 An increase of $93,150 in advisory and consulting fees. Advisory and consulting fees were $118,150 for the three 
months ended June 30, 2019, compared to $25,000 for the three months ended June 30, 2018. The increase is 
due to amounts paid to a company controlled by a director and former CEO, to a company controlled by a former 
CFO and director of the Company and to third party consultants.   
 

 An increase of $19,080 in travel. Travel expenses were $62,133 for the three months ended June 30, 2019, 
compared to $43,053 for the three months ended June 30, 2018. The increase is due to increased travel 
expenses incurred by the CEO in relation to the Transaction.  

 
Six months ended June 30, 2019 and 2018 
 
During the six months ended June 30, 2019, the Company recorded a loss and comprehensive loss of $325,992 (June 
30, 2018: $389,377). Loss and comprehensive loss for the six months ended June 30, 2019, decreased by $63,385 
primarily due to: 
 

 A decrease of $172,229 in share-based compensation. Share-based compensation was $nil for the six months 
ended June 30, 2019, compared to $172,229 for the six months ended June 30, 2018. The decrease was a result 
of 190,000 share options granted during the prior comparative period, whereas none were granted in the current 
period. 
 

 An increase of $25,273 in exploration tax credit. Exploration tax credit was $25,273 for the six months ended June 
30, 2019, compared to $nil for the six months ended June 30, 2018. This was due to the British Columbia Mining 
Exploration Tax Credit received during the current period for the taxation year ended December 31, 2017. 

 
The decrease in loss and comprehensive loss was partially offset by: 
 

 An increase of $132,387 in advisory and consulting fees. Advisory and consulting fees were $183,387 for the six 
months ended June 30, 2019, compared to $51,000 for the six months ended June 30, 2018. The increase is due 
to amounts paid to a company controlled by a director and former CEO, to a company controlled by a former CFO 
and director of the Company and to third party consultants.   

 
Liquidity and Going Concern 
 
The Company’s ability to continue on a going concern basis depends on management's capacity to identify additional 
sources of capital and to raise sufficient resources to fund its current expenditures and its future development plan. The 
Company’s ability to raise cash depends on capital market conditions, commodities prices, and the results of potential 
projects. Although the Company has been successful in the past in obtaining financing, there is no assurance that it will 
be able to obtain adequate financing in the future or that such financing will be on terms that are acceptable to the 
Company. The quantity of funds to be raised and the terms of any equity financing that may be undertaken will be 
negotiated by management as opportunities to raise funds arise.  Actual funding requirements may vary from those 
planned due to a number of factors. The uncertainty of the Company’s success in raising additional capital funding may 
cast significant doubt on the Company’s ability to continue as a going concern.   
 
The Company has no bank debt or banking credit facilities in place. 
 
As at June 30, 2019, the Company had cash on hand of $915,332 (December 31, 2018: $1,457). The increase in cash 
during the six months ended June 30, 2019 was primarily due to $1,137,025 received from private placement and $15,000 
received from initial sale of Rocher Déboulé property. The increase in cash was partially offset by $251,150 used in 
operating activities. 
 
As at June 30, 2019, the Company had working capital of $558,039 (December 31, 2018: working capital deficiency of 
$252,994). 
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The Company does not currently have a recurring source of revenue. The Company’s current activities have been funded 
to date through the issuance of commons shares and obtaining loans from third parties. The Company believes that the 
current capital resources are not sufficient to pay overhead expenses for the next twelve months and its pursuit of its next 
business opportunity and will need to seek additional funding to fund its overhead expenses and any future commitments.  
Should the need arise, the Company may pursue other financing options or rely on joint venture partners to supply some 
of funds required to explore and develop any acquisitions.  There is no assurance that the Company will be successful in 
obtaining the funds it may require for its operations or that the terms of any financing obtained will be acceptable. The 
Company will continue to monitor the current economic and financial market conditions and evaluate their impact on the 
Company’s liquidity and future prospects. 
 
Capital Resources 
 
The capital resources of the Company as at June 30, 2019 are primarily its cash of $915,332 (December 31, 2018: 
$1,457). The Company will require additional financing to fund any anticipated operating expenses or exploration 
commitments.  The Company anticipates funding future expenditures through additional equity subscriptions, such as 
private placements or through the exercise of warrants and options.  In light of the continually changing financial markets, 
there is no assurance that funding by equity subscriptions will be possible at the times required or for the amounts desired 
or that it can be obtained on terms acceptable to the Company and its shareholders.  Accordingly, the Company is 
investigating various business opportunities that ideally will increase the Company’s positive cash flow.  If additional funds 
are raised through the issuance of equity securities, the percentage ownership of current shareholders will be reduced 
and such equity securities may have rights, preferences, or privileges senior to those of the holders of the Company’s 
common stock. 
 
Off Balance Sheet Arrangements 
 
As at June 30, 2019, there were no off-balance sheet arrangements to which the Company was committed. 
 
Related Party Transaction and Balances 
 
Key management personnel include those persons having authority and responsibility for planning, directing and 
controlling the activities of the Company as a whole. The Company has determined that key management personnel 
consist of executive and non-executive members of the Company’s Board of Directors and corporate officers.  

 
All related party transactions are incurred in the normal course of business at their exchange value.  
 
As at June 30, 2019, the Company owed $8,250 (December 31, 2018: $20,250) to a director and former Chief Executive 
Officer of the Company and to a company controlled by this director. The loan was provided as working capital, and 
included in current liabilities.  The amount owed is non-interest bearing, unsecured, and with no fixed repayment terms.  
 
As at June 30, 2019, the Company owed $63,501 (December 31, 2018: $nil) to a company controlled by the Chief 
Executive Officer of the Company for unpaid reimbursable expenses, which are included in amounts payable and accrued 
liabilities. The amounts owed are non-interest bearing, unsecured, and with no fixed repayment terms.  
 
During the six months ended June 30, 2019 and 2018, the Company incurred the following related party transactions: 
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2019 2018
$ $

Transactions:
Share based compensation

              -   36,259
    Michael Mackey - former Director               -   18,129
    Barry Hemsworth – former Director,               -   36,259
    Harold Davidson – former Director               -   36,259

              -   18,129
              -   145,035

Consulting fees
    Director, former Chief Executive Officer 46,000 30,000
    Former Chief Financial Officer               -   4,000
    Former Director and Chief Financial Officer 19,200                  -   
    Former Director 6,300                  -   

71,500 34,000
Rent and occupancy costs paid to a company controlled 
by a former director

6,000 9,000

               -   
            9,746 

Balances:
Due to related parties: a director, former Chief Executive 
Officer, and company controlled by him

         8,250           47,425 

Accounts Payable
    Chief Executive Officer        63,500                  -   

Finance fee shares and interest paid to a company controlled 
by a Director and former Chief Executive Officer

    Patrick Morris - Director, former Chief Executive Officer

    Kenneth Phillippe – former Chief Financial Officer

 
 
Recently Adopted Accounting Standards 
 
Certain new standards, interpretations, amendments and improvements to existing standards were issued by the IASB or 
IFRIC. Some updates that are not applicable or are not consequential to the Company may have been excluded from the 
list below. 

 
Standard effective for annual periods beginning on or after January 1, 2019 

 
IFRS 16 – Leases - On January 13, 2016 the IASB issued IFRS 16, “Leases”. This 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 asset and a lease liability representing its obligation to make lease payments. This standard 
substantially carries forward the lessor accounting requirements of IAS 17, while requiring enhanced disclosures to be 
provided by lessors. Other areas of the lease accounting model have been impacted, including the definition of a lease.  

 
There is no significant impact to the condensed interim consolidated financial statements from adoption of the standards 
and interpretations by the Company. 
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Financial Instruments and Other Instruments 
 
Financial Risk Management and Fair Value Measurement 

 
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk management 
framework. The Company’s financial instruments include cash, accounts payable, amounts due to related parties, and 
loan payable.  The carrying amounts of these financial instruments are a reasonable estimate of their fair values because 
of their current nature. The fair value of these financial instruments approximates their carrying value because of the 
current nature. 
 
The Company classifies its fair value measurements in accordance with the three level fair value hierarchy as follows: 
 

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 (i.e. as prices) 

or indirectly (i.e. derived from prices), and 
Level 3 –  Inputs that are not based on observable market data 

 
The Company’s cash is classified as Level 1. 
 
Financial risk management objectives and policies 
 
The Company’s financial instruments include cash, accounts payable, amounts due to related parties, and loan payable. 
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)  Currency risk 
 

Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar and other foreign 
currencies will affect the Company’s operations and financial results.  The Company’s functional currency is the 
Canadian dollar. The Company has insignificant foreign currency transactions and balances. 
 

 (ii) Interest rate risk 
 

The Company is exposed to interest rate risk on the variable rate of interest earned on bank deposits. The fair 
value interest rate risk on bank deposits is insignificant as the deposits are short-term. The Company has not 
entered into any derivative instruments to manage interest rate fluctuations. 

 
 (iii) Credit risk 
 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. Financial instruments that potentially subject the Company to concentrations of credit 
risks consist principally of cash.  As at June 30, 2019, the Company has cash of $915,332, which is held at a 
Canadian chartered bank and the Company considers the credit risk to be minimal. 
 

  (iv) Liquidity risk 
 
In the management of liquidity risk of the Company, the Company maintains a balance between continuity of 
funding and exploration activity. Management closely monitors the liquidity position and expects to have adequate 
sources of funding to finance the Company’s projects and operations.  The Company’s amounts payable and 
accrued liabilities are all current and due within 90 days of the statement of financial position date As at June 30, 
2019 the Company had a working capital of $558,039. (December 31, 2018: working capital deficiency of 
$252,994) Management is considering different alternatives to secure adequate debt or equity financing to meet 
the Company’s short term and long term cash requirement. 
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At present, the Company’s operations do not generate cash flow.  The Company’s primary source of funding has 
been the issuance of equity securities.  Despite previous success in acquiring financing, there is no guarantee of 
obtaining future financings.  

 
Share Capital 
 
As at June 30, 2019 and the date of this report, there were: 
 

 23,332,486 common shares issued and outstanding; 
 9,256,945 share purchase warrants issued and outstanding; 
 46,000 agent’s warrants issued and outstanding; and 
 228,000 common shares held in escrow. 

 
Subsequent to June 30, 2019, 170,000 share options expired.  
 
As at the date of this report, there were 290,000 share options issued and outstanding (June 30, 2019: 460,000). 
 
Risk Factors and Uncertainties 

The Company is in the business of acquiring, exploring and, if warranted, developing and exploiting natural resource 
properties.  Due to the nature of the Company’s business and the present stage of exploration of its mineral properties 
(which are primarily early stage exploration properties with no known resources or reserves), many risk factors will apply.  
The risks described below are not the only ones facing the Company.  Additional risks not presently known to the 
Company may also impair the business operations. 
 
Going Concern and Financing Risks 
 
The Company has limited financial resources, has no source of operating cash flow and has no assurance that additional 
funding will be available to it for further exploration and development of its projects or to fulfill its obligations under any 
applicable agreements.  Although the Company has been successful in the past in obtaining financing through the sale of 
equity securities, there can be no assurance that it will be able to obtain adequate financing in the future or that the terms 
of such financing will be favorable.  Failure to obtain such additional financing could result in delay or indefinite 
postponement of further exploration and development of its projects with the possible loss of such properties. 
 
Insufficient Financial Resources 
 
The Company does not presently have sufficient financial resources to meet obligations when they become due, 
undertake by itself the acquisition, exploration and development of all of its planned acquisition, exploration and 
development programs. Future property acquisitions and the development of the Company’s properties will therefore 
depend upon the Company’s ability to obtain financing through the joint venturing of projects, private placement financing, 
public financing, short or long term borrowings or other means. There is no assurance that the Company will be 
successful in obtaining the required financing. Failure to raise the required funds could result in the Company losing, or 
being required to dispose of, its interest in its properties. 
 
Dependence on Others and Key Personnel 
 
The success of the Company’s operations will depend upon numerous factors, many of which are beyond the Company’s 
control, including (i) the ability to design and carry out appropriate exploration programs on its mineral properties; (ii) the 
ability to produce minerals from any mineral deposits that may be located; (iii) the ability to attract and retain additional 
key personnel in exploration, marketing, mine development and finance; and (iv) the ability and the operating resources to 
develop and maintain the properties held by the Company.  There can be no assurance of success with any or all of these 
factors on which the Company’s operations will depend, or that the Company will be successful in finding and retaining 
the necessary employees, personnel and/or consultants in order to be able to successfully carry out such activities. 
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Share Price Volatility 
 
There can be no assurance that an active trading market in our securities will be established and sustained. The market 
price for our securities could be subject to wide fluctuations. Factors such as commodity prices, government regulation, 
interest rates, share price movements of our peer companies and competitors, as well as overall market movements, may 
have a significant impact on the market price of the securities of our Company.  The stock market has from time to time 
experienced extreme price and volume fluctuations, particularly in the mining sector, which have often been unrelated to 
the operating performance of particular companies. 
 
General Economic Conditions 
 
The recent events in global financial markets have had a profound impact on the global economy. A continued or 
worsened slowdown in the financial markets or other economic conditions, including but not limited to, consumer 
spending, employment rates, business conditions, inflation, fuel and energy costs, consumer debt levels, lack of available 
credit, the state of the financial markets, interest rates, and tax rates may adversely affect the Company’s growth and 
profitability. These factors could have a material adverse effect on the Company’s financial condition and results of 
operations. 
 
Government Regulation 
 
The Company is subject to the laws and regulations relating to environmental matters in all jurisdictions in which it 
operates, including provisions relating to prospecting, development, production, environmental protection, mining taxes, 
labor standards, property reclamation, discharge of hazardous material and other matters.  The Company may also be 
held liable should environmental problems be discovered that were caused by former owners and operators of its 
properties and properties in which it has previously had an interest.  The Company conducts its mineral exploration 
activities in compliance with applicable environmental protection legislation.  The Company is not aware of any existing 
environmental problems related to any of its current or former properties that may result in material liability to the 
Company. 
 
Competition 
 
The Company’s business of the acquisition, exploration and development of mineral properties is intensely competitive. 
The Company may be at a competitive disadvantage in acquiring additional mining properties because it must compete 
with other individuals and companies, many of which have greater financial resources, operational experience and 
technical capabilities than the Company. Increased competition could adversely affect the Company’s ability to attract 
necessary capital funding or acquire suitable producing properties or prospects for mineral exploration in the future. 
 
Permits and Licenses 
 
The operations of the Company will require licenses and permits from various governmental authorities. There can be no 
assurance that the Company will be able to obtain all necessary licenses and permits that may be required to carry out its 
projects, on reasonable terms or at all.  Delays, or a failure to obtain such licenses and permits, or a failure to comply with 
the terms of any such licenses and permits that the Company does obtain, could have a material adverse effect on the 
Company. 
 
Uncertainty of Resource Estimates/Reserve 
 
Unless otherwise indicated, mineralization figures presented in the Company’s filings with securities regulatory authorities, 
press releases and other public statements that may be made from time to time are based upon estimates made by 
Company personnel and independent geologists. These estimates are imprecise and depend upon geological 
interpretation and statistical inferences drawn from drilling and sampling analysis, which may prove to be unreliable. 
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Limited Experience 
 
The Company has very limited experience in placing mineral resource properties into production, and its ability to do so 
will be dependent upon using the services of appropriately experienced personnel or entering into agreements with other 
major resource companies that can provide such expertise. There can be no assurance that the Company will have 
available to it the necessary expertise when and if it places its resource properties into production. 
 
Title Matters 
 
Although the Company has taken steps to verify the title to the mineral properties in which it has or has a right to acquire 
an interest in accordance with industry standards for the current stage of exploration of such properties, these procedures 
do not guarantee title (whether of the Company or of any underlying vendor(s) from whom the Company may be acquiring 
its interest). Title to mineral properties may be subject to unregistered prior agreements or transfers, and may also be 
affected by undetected defects or the rights of indigenous peoples. Company has investigated title to all of its mineral 
properties and, to the best of its knowledge, title to all of its properties for which titles have been issued are in good 
standing. 
 
Fluctuation of Metal Prices 
 
Even if commercial quantities of mineral deposits are discovered by the Company, there is no guarantee that a profitable 
market will exist for the sale of the metals produced. There can be no assurance that the price of any commodities will be 
such that any of the properties in which the Company has, or has the right to acquire, an interest may be mined at a profit. 
 
Speculative Business 
 
Resource exploration and development is a speculative business and involves a high degree of risk, including, among 
other things, unprofitable efforts resulting not only from the failure to discover mineral deposits but from finding mineral 
deposits which, though present, are insufficient in size to return a profit from production. The marketability of natural 
resources that may be acquired or discovered by the Company will be affected by numerous factors beyond the control of 
the Company. These factors include market fluctuations, the proximity and capacity of natural resource markets, 
government regulations, including regulations relating to prices, taxes, royalties, land use, importing and exporting of 
minerals and environmental protection. The exact effect of these factors cannot be accurately predicted, but the 
combination of these factors may result in the Company not receiving an adequate return on invested capital. There is no 
known resource, and there are no known reserves, on any of the Company’s properties. 
 
Foreign Currency 
 
If the Company becomes active in a foreign jurisdiction and no longer has all its activities are carried out in Canada and all 
its financial assets and liabilities are denominated in Canadian dollars, then the Company will be exposed to substantial 
foreign exchange risk associated with the currency fluctuations of that foreign currency.  
 
Dilution to the Company’s Existing Shareholders 
 
The Company will require additional equity financing to be raised in the future. The Company may issue securities at less 
than favorable terms to raise sufficient capital to fund its business plan. Any transaction involving the issuance of equity 
securities or securities convertible into common shares would result in dilution, possibly substantial, to present and 
prospective holders of common shares. 
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Management’s Report on Internal Control over Financial Reporting 
 
In connection with National Instrument (“NI”) 52-109 (Certification of Disclosure in Issuer’s Annual and Interim Filings) 
adopted in December 2008 by each of the securities commissions across Canada, the Chief Executive Officer and Chief 
Financial Officer of the Company will file a Venture Issuer Basic Certificate with respect to the financial information 
contained in the audited annual financial statements and respective accompanying management’s discussion and 
analysis. 
 
The Venture Issuer Basic Certification does not include representations relating to the establishment and maintenance of 
disclosure controls and procedures and internal control over financial reporting, as defined in NI 52-109.   
 
Outlook 
 
The Company is currently working towards completing the Transaction and Financing. 
 
Additional information relating to the Company is available on SEDAR at www.sedar.com. 
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DISCLAIMER FOR FORWARD-LOOKING INFORMATION 

Certain statements in this report are forward-looking statements, which reflect our management’s 
expectations regarding our future growth, results of operations, performance and business prospects and 
opportunities.  Forward-looking statements consist of statements that are not purely historical, including 
any statements regarding beliefs, plans, expectations or intentions regarding the future. Such statements 
are subject to risks and uncertainties that may cause actual results, performance or developments to 
differ materially from those contained in the statements. No assurance can be given that any of the 
events anticipated by the forward-looking statements will occur or, if they do occur, what benefits we will 
obtain from them.  These forward-looking statements reflect management’s current views and are based 
on certain assumptions and speak only as of December 31, 2018. These assumptions, which include, 
management’s current expectations, estimates and assumptions about the global economic environment 
may prove to be incorrect.  A number of risks and uncertainties could cause our actual results to differ 
materially from those expressed or implied by the forward-looking statements, including: (1) a downturn in 
general economic conditions, (2) inability to locate and identify potential business acquisitions, (3) 
potential negative financial impact from regulatory investigations, claims, lawsuits and other legal 
proceedings and challenges, and (4) other factors beyond our control.  There is a significant risk that such 
forward-looking statements will not prove to be accurate. Investors are cautioned not to place undue 
reliance on these forward-looking statements.  No forward-looking statement is a guarantee of future 
results. Unless otherwise required by applicable securities laws, the Issuer disclaims any obligation to 
update any forward-looking statements, whether as a result of new events, circumstances and 
information, future events or results or otherwise. Additional information about these and other 
assumptions, risks and uncertainties are set out in the section entitled “Risk Factors” below. 
 
1.1 – Date and Basis of Discussion & Analysis 

This management discussion and analysis (“MD&A”) is dated as of April 30, 2019 and should be read in 
conjunction with the audited financial statements of Primary Energy Metals Inc. (formerly Primary Cobalt 
Corp.) for the year ended December 31, 2018.  The December 31, 2018 Financial Statements are 
prepared in compliance with International Financial Reporting Standards as issued by the International 
Accounting Standards Board.  Accordingly, certain information and footnote disclosure normally included 
in annual financial statements prepared in accordance with International Financial Reporting Standards 
(“IFRS”), as issued by the International Accounting Standards Board ("IASB"), have been omitted or 
condensed.  Unless expressly stated otherwise, all financial information is presented in Canadian dollars. 
 
1.2 – Consulting and Acquisition Transactions 

During the year ended December 31, 2018, the Company entered into consulting contracts with 6 
consultants at total fees of $535,500 for services to be provided up to 12 months. The consulting 
contracts were all paid up front in cash. 3 of the consultants, who were paid fees totalling $390,000, also 
subscribed for 1,000,000 common shares in the 1,676,780 units private placements issued by the 
Company on September 11, 2018 for gross proceeds of $1,257,585. These 6 consultants were identified 
as members of the BridgeMark Group in the British Columbia Securities Commission (“BCSC”) new 
release dated November 26, 2018 (see below) 

The Company also entered into the 1177527 and Prost acquisitions and issued 3,200,000 common 
shares for a total fair value of $1,940,000 to the shareholders of 1177527 and Prost for payment of these 
acquisitions (see Note 5). Of the 3,200,000 common shares issued, 950,000 common shares were issued 
to JCN Capital Corp. and 650,000 common shares were issued to Sway Capital Corp. These 2 
companies were identified as members of the BridgeMark Group.    
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Details of the transactions are summarized as follows: 

 

Individual/ entity 

Jurisdiction of 
incorporation 

 

Total fees 
paid 

$ 

units subscribed 
in private 
placement  

 

Value of units 
subscribed 

$ 

Net proceeds 
to the 

Company 
$ 

Consultants      
Jarman Capital Corp. BC 120,000            400,000  300,000 180,000   
Justin Liu BC  72,000            400,000  300,000  228,000   
Northwest Marketing & Management Inc. BC 198,000            200,000   150,000 (48,000)   
10X Capital Corp. Cayman Islands 60,000            -  - (60,000)   
Escher Invest SA Switzerland 10,000                          -    -    (10,000) 
Haight-Ashbury Media Consultants BC  - 400,000  300,000 300,000   
      
Shareholders of 1177527 / Prost      
JCN Capital Corp. BC 75,500                      -    -   (75,500) 
Sway Capital Corp. BC  -                     -    -   - 

535,500 1,400,000   1,050,000  514,500 

 

The Company accounted for the $390,000 paid to consultants who subscribed to the private placement 
as finders’ fees, as the transaction was a capital transaction in nature, where a net proceeds of $867,585 
was raised. 

In a November 26, 2018 news release, BCSC identified members of the BridgeMark Group (the 
“BridgeMark Group”) and temporarily prohibited the BridgeMark Group from purchasing or selling 
securities of 11 companies listed on the Canadian Securities Exchange (the “Prohibition”).  The BCSC 
alleged that the BridgeMark Group improperly used the consultant exemption to avoid filing a prospectus. 
On April 12, 2019, the BCSC extended the November 26, 2018 temporary trading prohibition of the 
BridgeMark Group indefinitely until BCSC panel has reached a decision. 

While the Company is not subject to the Prohibition, or included in the BridgeMark Group, the consultants 
noted above have been included by the BCSC in the BridgeMark Group.  The Company did not rely upon 
the consultant exemption in issuing securities to the consultants. 

1.3 – Overall Performance 

Nature of Business 

Primary Energy Metals Inc. (“Primary Energy” or the “Company”) was incorporated as Media Link 
Technology Corporation under the Laws of the Province of British Columbia on July 15, 2010.  On 
January 19, 2011, the Company changed its name to Media Cloud Systems Inc. On September 14, 2016, 
the Company changed its name from Media Cloud Systems Inc. to Bego Advanced Materials Inc.  On 
January 26, 2017, the Company changed its name to Primary Cobalt Corp. On August 31, 2018, the 
Company changed its name to Primary Energy Metals Inc.  The address of the Company’s corporate 
office and its principal place of business is 430-580 Hornby Street, Vancouver, British Columbia, Canada. 
 
On March 31, 2017, the Company entered into a mineral property purchase option agreement.  As of 
December 31, 2018, the Company’s principal business activity was the acquisition, exploration and 
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development of mineral properties in British Columbia, Canada and the Company is in the exploration 
stage. 
 
The Company has never generated revenue or positive cash flows from operations.  For the year ended 
December 31, 2018, the Company reported a net loss of $4,945,578, cash deficiency from operating 
activities of $698,668 and has an accumulated deficit of $5,159,192.  This raises significant doubt about 
the Company’s ability to continue as a going concern.  The Company’s ability to continue its operations 
as intended are dependent on its ability to obtain necessary financing and raise capital sufficient to cover 
its operating costs. 
 
Highlights of activities during the year ended December 31, 2018 
 
Completion of its Initial public offering; 
The signing of a definitive deal for Spain permits; 
Acquisition of 199 Vanadium claims in Utah; 
Acquisition of 39 claims in Quebec; 
Acquisition of 176 vanadium and uranium claims in La Sal district of San Juan, Utah. 
 
Highlights of activities subsequent to December 31, 2018 
 
Sale of Rocher Déboulé Claims to Blue Lagoon; 
Board of directors approves 1:10 share rollback 
Amendments to the definitive agreement for Spain permits. 
 
 
Pursuant to a director’s resolution dated January 24, 2019, the Company approved a common share 
consolidation on the basis of ten pre-consolidation common shares for one post-consolidation common 
share of the Company.  The consolidation was made effective on February 20, 2019.  All references to 
the number of shares and per share amounts have been retroactively restated as if the consolidation had 
occurred January 1, 2017. 
 
Financing 

The Company engaged an agent for an initial public offering of 400,000 common shares at a price of $1.-
00 per common shares (the “Offering”).  On March 7, 2018, the Company was listed on the Canadian 
Stock Exchange, completed the Offering and issued 460,000 common shares for total proceeds of 
$460,000.  The Company also issued 10,000 common shares in lieu of the $10,000 corporate finance 
fee. 
 
The Company borrowed $47,000 from a company controlled by the CEO.  The funds were advanced to 
the vendor of the Spanish properties, noted below, in connection with preliminary exploration work related 
to the due diligence program on the properties.  The loan pays interest at 10% per annum.  The Company 
issued 88,769 common shares, at a deemed price of $0.105, to the lender as a bonus to induce the loan. 
 
On September 11, 2018, the Company issued 1,676,780 units at a price of $0.75 per share for total 
proceeds of $1,257,585.  Each unit consist of one common share and one transferable common share 
purchase warrant exercisable at a price of $0.15 per share expiring on September 11, 2019. 
 
Rocher Déboulé Claims 

Property Acquisition Details 

On March 31, 2017, the Company entered into a property option agreement to acquire an undivided 
100% right, title and interest to four contiguous mineral claims located in northwest British Columbia, 
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subject to a 2% net smelter royalty (the “NSR”), comprised of approximately 5,827 hectares. The property 
purchase agreement required the payment of $50,000 on closing (paid), plus the issuance of the greater 
of 150,000 common shares or 9.9% of the issued and outstanding shares as at the completion of Phase II 
work, and not later than September 30, 2018 as follows: 
 

 Share 
Issuance 

Cash 
Payment 

Exploration 
Expenditures

  $ $

On signing memorandum of understanding (paid) – 30,000 –
On first day of execution of Agreement (paid) – 20,000 –
On or before May 31, 2017 (issued) 100,000 – –
On or before September 30, 2017 (issued) 25,000 – 75,000
On or before September 30, 2018 (Note) (issued) 25,000 – 105,000

 150,000 50,000 180,000

 
Note: In addition, on completion of the $105,000 exploration expenditures, the Company will issue 
additional shares to the Optionor so that aggregate number of common shares issued to the Optionor 
will not be less than 9.9% of the total issued and outstanding commons shares of the Company at the 
time of issuance. On August 27, 2018, the Company issued another 85,500 (855,000 pre-
consolidated) common shares pursuant to the terms of the agreement. 
 
The property is subject to a 2% net smelter return, 1% of which can be purchased by the Company at 
$1,000,000. 

The Company staked one additional mineral claim during the year ended December 31, 2017, 
immediately adjacent to the four mineral claims, approximately 1,504 hectares in size, which is not 
subject to the RD Agreement. 

On August 27, 2018, the Company issued another 85,500 common shares pursuant to the terms of 
the agreement which was valued at the share price of $0.55 at the date of issuance totalling $47,025. 
 
On April 18, 2019, the Company entered into a property purchase agreement with Blue Lagoon 
Resources Inc. (“Blue Lagoon”) whereby the Company has agreed to sell 100% interest in the Rocher 
Deboule property to Blue Lagoon for $25,000 in cash and 200,000 common shares of Blue Lagoon 
as follows: 
 
a) Cash of $15,000 on execution of this agreement (received subsequent to yearend) and $10,000 

to be paid within 3 days of the final receipt for Blue Lagoon’s prospectus; and 
b) 200,000 common shares of Blue Lagoon within 10 business days after Blue Lagoon shares 

commence trading on the CSE. 
 
As a result of the sale to Blue Lagoon, the Company estimated the fair value of the property to be 
approximately $45,000; accordingly, the Company recorded an impairment of $374,695 on the 
balance. 
 

Property Description 
 
The Rocher Déboulé (“RD”) Property is in west central British Columbia, Canada, in the Hazelton area, 
approximately 100 kilometers southwest of Stewart, BC. The area lies at the north end of the Rocher 
Déboulé Range, near the junction of the Bulkley and Skeena Rivers.	The Rocher Deboule Property is in 
the Intermontane tectonic province of the Canadian Cordillera, and is underlain by rocks of the Late 
Paleozoic Stikine volcanic arc terrane. The Rocher Deboule area lies within the Skeena Arch, an east-
northeast-trending belt of Jurassic and older mostly volcanic rocks that straddles Skeena Terrane, a 
volcanic arc complex. The Rocher Deboule Range is underlain by the upper two divisions of the Hazelton 
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group (Red Rose and Brian Boru formations) and intruded by the Rocher Deboule stock, a predominantly 
porphyritic granodiorite with quartz monzonite. 
 
Most of the areas of interest on the RD Property are associated with mineralized vein fillings and shear 
zones near the margin of the Rocher Deboule intrusion into sedimentary and volcanic rocks. Heat from 
the intrusion of the Rocher Deboule stock created a hornfelsic aureole in the surrounding Hazelton rocks.  
Access to the Property is by gravel road and ATV along trails.  The Property experiences a mix of coastal 
and interior weather patterns owing to its location.  The Property is in an area with an extensive history of 
mineral exploration, including showings on the Property.  Previous exploration on the Property has been 
ongoing since the early 1900’s on two of the claims.  For more detailed Property information, see the 43-
101. 
 
Property Work to Date 

In May, 2017, Primary Cobalt engaged a Qualified Person to conduct an initial exploration work program 
and collected rock and stream sediment samples for analysis.  During the exploration program the 
Company staked one claim contiguous to the RD Property. As a result the RD Property comprises five 
mineral claims covering 7,330.86 hectares.  A 43-101 technical report was commissioned by to comply 
with regulatory disclosure and reporting requirements outlined in Canadian National Instrument 43-101 
(“NI 43-101”), companion policy NI 43-101CP, and Form 43-101F.  The goal of the exploration program 
was to confirm historic showings, identify possible new targets, and become familiar with the field 
conditions. Ninety-five (95) rock samples and 19 stream pan concentrate samples were collected from the 
Property to confirm historic assays and guide in development of potential exploration targets. 
 
The initial exploration program at the RD Property focussed on investigating the cobalt and precious 
metal potential of the RD Property by confirming historic assay results and determining field conditions. 
The results of the initial exploration program indicate that the RD Property exhibits favourable geologic 
characteristics and sufficient potential to warrant further exploration for cobalt, gold, silver, and copper. 
 
A detailed ground magnetic survey is recommended to determine the geophysical characteristics of the 
mineralization in the area of the Golden Wonder showing, at the west end of the Property. It also 
recommended that an extensive soil sampling program should be carried out in the same area, as well as 
completing small soil sample grids over the other showings on the Property.  The budget for this work is 
$115,610.  The Company began the soil sampling program work in June 2018 with results expected in 
July 2018. 
 
On August 27, 2018, the Company had released the results form the 2018 field program.  Field crews 
from Dahrouge Geological Consulting Ltd. completed a 16-day exploration program in late June, 2018, 
which included detailed mapping and sampling of the Golden Wonder showing. A total of 85 rock samples 
and 287 soil samples were collected and sent to Actlabs in Kamloops, B.C., for analysis. 
 
The new results from the Golden Wonder area expanded the zone of anomalous gold, copper and cobalt 
to approximately 500 metres of strike length. A high proportion of rock samples displayed anomalous gold 
values, with 22 of the 85 samples returning greater than 0.5 gram per tonne gold and 37 returning greater 
than 0.1 g/t Au. Sample highlights include: 
 

 Sample 128240 -- 18.2 g/t Au, 0.054 per cent Co and 1.91 per cent Cu (0.3 m chip); 
 Sample 128241 -- 11 g/t Au, 0.667 per cent Co and 0.414 per cent Cu (0.2 m chip); 
 Sample 128254 -- 2.2 g/t Au, 0.176 per cent Co and 0.935 per cent Cu (grab); 
 Sample 128272 -- 4.7 g/t Au, 0.215 per cent Co and 0.28 per cent Cu (0.3 m chip); 
 Sample 128278 -- 18.7 g/t Au, 0.653 per cent Co and 0.969 per cent Cu (grab); 
 Sample 128283 -- 7.1 g/t Au and 0.256 per cent Co (0.2 m chip); 
 Sample 128288 -- 20 g/t Au and 0.194 per cent Co (0.25 m chip); 
 Sample 128294 -- 9.9 g/t Au and 0.17 per cent Co (grab). 
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In addition, a number of chip sample sections were completed perpendicular to the structural trend in the 
area. The section in the main pit area returned promising values: 
 

 Samples 128976 and 128977 -- 1.3 g/t Au, 0.041 per cent Co and 0.35 per cent Cu across six 
metres. 

 
A soil sample grid over Golden Wonder further reinforced the approximately 500-metre mineralized trend, 
as a number of highly anomalous samples were located between mapped outcrops, with values of up to 
3.97 and 5.89 g/t Au reported. In addition, a number of anomalous Au values were noted at both the east-
northeast and west-southwest ends of the grid. 
 
The high grades of Au, Cu and Co, and style of mineralization observed at Golden Wonder are 
suggestive of a Besshi-type massive sulphide occurrence similar to the Windy Craggy deposit in 
northwestern British Columbia. Management cautions that past results or comparisons with similar 
properties (such as Windy Craggy) may not necessarily be indicative to the presence of mineralization on 
the company's properties.  
 
Exco Claims, Spain 
 

On July 30, 2018 the Company entered into a definitive agreement with Exco Mining S.A. as outlined in 
the May 4, 2018, Letter of Intent ("LOI") to acquire an 85% interest in mining permits in two cobalt and two 
vanadium mineral properties located in Spain.  The agreement requires payments in cash and shares to 
acquire the option, work commitments, past expenditures and a consulting agreement, as follows: 
 
The commitments are payable in Euros, and are stated in Canadian dollars, converted at 1.56 dollars per 
Euro as at December 31, 2018. 
 
On signing of the definitive agreement, the Company is required to make cash payments of 59,000 euros 
for reimbursement of expenses, reimbursement of a $158,280 (Paid) loan and the issuance of 100,000 
(issued) common shares of the Company within seven days of signing.  The 100,000 common shares 
were fair valued at $55,000. 
 
To earn 20% interest the Company is require to make aggregate cash payments of 10,000 euros and 
issue common shares of the Company valued at 40,000 euros within seven days of the signing of the 
definitive agreement with respects to each of the properties.  On September 11, 2018, the Company 
issued the 60,000 common shares fair valued at $33,000. 
 
To earn an additional 30% interest the Company is required to obtain the issuance of a research permit 
the Company will issue common shares of the Company valued at 400,000 euros (approximately 
$624,000). 
 
To earn the remaining 35% interest the Company is require to incur 6,592,628 euros in exploration 
expenditures as follows and are converted to Canadian dollars:  
 

 

Property Name 

1st year 
exploration 

expenditures 

2nd year 
exploration 

expenditures 

3rd year 
exploration 

expenditures 

 

Total 

Buran $ 480,948 $ 1,800,786 $ 1,058,881 $ 3,340,615 

Beatriz   355,758   1,329,853   702,936   2,388,547 

Odin   532,428   1,168,896   480,792   2,182,116 
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Altair   527,748   1,364,682   480,792   2,373,222 

Total $ 1,896,882 $ 5,664,217 $ 2,723,401 $ 10,284,500 

Concurrently with the execution of this agreement the Company shall execute a consulting agreement 
whereby Exco will provide consulting services at the rate of 10,000 euros monthly (approximately 
$15,600) towards the exploration costs commencing on the closing date.   As at December 31, 2018, the 
Company expensed to property investigation cost $21,610 in due diligence cost on these properties. 
 
On December 11th 2018, the Company and Exco amended the July 30, 2018 definitive agreement 
whereby the Company will facilitate the development of the property independently of each other.  
 
Exco has agreed to assign all rights to the research permit to Altair to a newly established Spanish 
subsidiary of the Company or as directed by the Company. As at December 31,2018, the Company has 
not established a Spanish subsidiary. Exco will be responsible for all administrative filings necessary to 
complete the assignment and the Company will be responsible for reimbursing Exco.   
 
As at December 31, 2018,  the research permit is not yet issued, and Exco is obligated to holding the 
research permit once issued in trust for the Company. 
 
The Company will have the right to earn 50% interest in and to the research permit to Odin in 
consideration of the issuance of 150,000 (1,500,000 pre-consolidated) common shares within thirty days 
of the issuance of the research permit and a further 40% interest by completing the aggregate exploration 
expenditures of not less than 1,398,792 euros (approximately $2,182,116) within three years following the 
issuance of the research permit. 
 
The Company has also agreed to surrender the rights to research permits to the Buran and Beatriz claims 
effective upon the date of this amended agreement and has agreed to pay in full the amount owed in 
connection with these research permits totalling $35,605 (22,805 euros) on or before January 15, 2019 
which is included in accounts payable as at December 31, 2018.  The Company recorded an impairment 
of $226,158 to the statement of operations 
 
The Company has agreed to continue with the consulting agreement with Exco for 2,500 euros 
(approximately $3,900) towards the exploration costs on Altair and Odin commencing on January 1, 
2019. 
 
As at December 31, 2018, management of the Company has decided not to pursue with the Altair and 
Odin projects and have recorded an impairment of $198,038 to the statement of operations. 
 
Property Work to Date 

The Company has released the results of grab samples taken during May, 2018, due diligence site visits. 
The samples were taken from the cobalt, copper, silver, lead, nickel and manganese projects, inside one 
of the galleries on its Buran permit permits in Almeria and from the waste dumps of old cobalt mines 
located within the Beatriz permit in Granada province in southern Spain.  
 
Daniel Porras, Dipl.-Geol, member the European Federation of Geologists (EFG), who is a qualified 
person as defined under National Instrument 43-101, supervised the collection of the samples (Buran 
sample). The samples were submitted to ALS Minerals in Seville, Spain, for analysis. The samples were 
crushed and split, a portion was pulverized, and a one-gram aliquot was analyzed by ALS Chemex 
method ME-MS61 (48 elements, including Si (silicon), Cu (copper), Pb (lead), four-acid ICP-MS 
(inductively coupled plasma-mass spectrometry)). Some relevant results among others are summarized 
in the attached table.  
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Project               Sample   Ag (ppm)   Co (ppm)   Cu (ppm)   Mo (ppm)   Ni (ppm)   Pb (ppm)   Zn (ppm) 
 
Buran project    PC18-05  0.89  8.3 28.7 1,520 11.3    4,680        294      
                         PC18-06      1.15  9.8  65.6 3.82 31.8 91.1     101       
                         DJ-1          26 379  1.27 4       57  >10,000    433      
                         BU-LAB-1  47.6  40.6    10,650 2.32 14.6 47.4         183      
                         BU-DJ-1 0.29    11.5        54.7 2.35 26.5 57.1           28       
                         BU-DJ-2 968     129 15,450 3.35 6.5 >20,000    116      
                         BU-DJ-3 386      59.4 7,220 1.21 24.9 89,600      80       
                         BU-DJ-4 1.62      43.4 95.2 2.03 50.6 319          396      
Beatriz project  PC18-04 0.83   3,950 3,620 0.42 554 110.5        76       
                         B-1      3     3,850 1.47  3 1,200 11             72       
                         BE-ENC-1 15.2    6,040 2,990  0.6 1,670 9,710            15       
 
The main target pursued in these projects is the cobalt minerals and typical paragenesis (Ag, Cu, Ni and 
others). And although it was not possible to get access to the cobalt-rich samples in the old galleries, very 
interesting mineralizations were found with high molybdenum contents and, over all, a massive dike 
shows silver at 968 parts per million (0.0968 per cent), content of 1 per cent per kilogram per ton, 1.5 per 
cent copper and 20 per cent lead. Regarding the Beatriz project, the high cobalt contents found in the 
samples with important contents in nickel and copper were very relevant and encouraging. The grab 
samples are selected samples and may not be representative of the mineralization hosted on the 
property. On July 11, 2018, the London Metal Exchange (LME) quoted silver at $15.80 per ounce, copper 
at $2.78 per pound and lead at $1 per pound.  
 
Buran and Beatriz projects, Andalucia, south-southeast Spain  
 
Historic highlights  
 
The mineralization is enriched in several elements (Co-Ni-Ag-Se-As-Hg) (cobalt-nickel-silver-selenium-
arsenic-mercury) that enter into the category of RSE (redox-sensitive elements). The mineralization is 
stratified with high TOC dolomites affected by thrusts. A Mississippy Valley-type origin can be 
extrapolated for this deposit, with the origin of the metals in the washing of marine series or from the 
mafic intercalations into the series, with the carbonate/dolomite formations as a "reducing trap" for 
mineralization. 
 
The concentrations of primary cobalt minerals are important and further exploration will determine their 
regional extension. This type of deposit can be very widespread in Betica and could also concentrate 
elements of the platinum group. It is quite similar to the Democratic Republic of the Congo 
mineralizations.  
 
Nirvana I and La Sal project, Utah 
 
On September 5, 2018, the Company entered into an agreement with Green Energy Minerals Ltd. to 
acquire a 100% interest in 199 unpatented lode claims in the Polar Mesa area of Utah (“Nirvana I 
project”).  The agreement requires the Company to pay US$180,000 to cover staking fees and county 
and Bureau of Land Management payments and the issuance of the 1,000,000 (10,000,000 pre-
consolidated) common shares (issued) of the Company.  During the period ended December 31, 2018, 
the Company had paid $215,686 (US$162,023). 
 
The Polar Mesa claims (the Nirvana I project) form a single contiguous claim block covered by 199 
unpatented federal lode claims in Uravan belt, with historical mining going back to the 1880s.  
 
There are several areas with vanadium grades of 3.87 per cent, 3.37 per cent, 3.35 per cent, 3.26 per 
cent, 3.04 per cent and 3.02 per cent, with surface chip samples reporting vanadium grades as high as 
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5.63 per cent and uranium grades of 2,100 parts per million. The grab samples are selected samples and 
may not be representative of the mineralization hosted on the property.  
 
The Uravan mineral belt has been explored since the late 1880s, when early prospectors discovered 
radium, vanadium and uranium in the carnotite ores of the Paradox Valley. Since then, these three 
elements have alternated as the predominant economic resource based upon the market conditions. Prior 
to 1930, most of the vanadium produced in the United States came from the roscoelite deposits near Rifle 
and Placerville in Colorado. The rising demand for vanadium as a steel alloy renewed interest in the 
vanadium deposits of the Uravan belt.  
 
On November 6, 2018, the Company entered into a share purchase agreement (the “Agreement”) to 
purchase 100% of the issued and outstanding common shares of Prost Vanadium Ltd. a Private 
Company incorporated in the provide of British Columbia, (“Prost Vanadium”), which holds 100% interest 
in one hundred and seventy-six mineral claims located in the La Sal District of San Juan in the State of 
Utah, United States of America  The Company has agreed to acquire from Prost Vanadium shareholders 
all of the issued and outstanding shares of Prost Vanadium for consideration 1,200,000 (12,000,000 pre-
consolidated) common shares of the Company with a fair value of $540,000.   
 
On January 16, 2019, the Company received a notice of termination on the above two properties from the 
Optionor accordingly, as at December 31, 2018, the Company recorded an impairment of $1,305,686 to 
the statement of operations. 
 
Quebec property, Quebec, Canada 
 
On October 26, 2018, the Company entered into a share purchase agreement (the “Agreement”) to 
purchase 100% of the issued and outstanding common shares of 1177527 B.C. Ltd. a Private Company 
incorporated in the provide of British Columbia, (“1177527”), which holds 100% interest in thirty-nine 
mineral claims located in the Province of Quebec, Canada.  The Company has agreed to acquire from 
1177527 shareholders all of the issued and outstanding shares of 1177527 for consideration of $250,000 
in cash with $125,000 due on closing and a further $125,000 on or before the date which is sixty days 
following the closing date and 2,000,000 common shares (issued) of the Company with a fair value of 
$1,400,000.  The shareholders of 1177527 subsequently waived the cash payment of $250,000 in 
amendment on April 10, 2019. 
 
The claims are subject to a 2% Net Smelter Returns royalty (“NSR”) on commercial production from the 
Properties owing to Contigo Resources Ltd.,  one-half of which may be purchased at any time for a 
cash payment of $1,000,000. 
 
As at December 31, 2018, management of the Company has decided not to pursue with this project and 
have recorded an impairment of $1,450,000 to the statement of operations. 
 
1.4 – Selected Annual Information 
 
 Years ended December 31, 
 2018 2017 2016 
 $ $ $ 

Revenue Nil Nil Nil 
Net Loss $4,945,578 $142,395 $5,094 
Total Assets $123,165 $336,112 $13,924 
Total Long-term Liabilities $- $- $- 
Cash dividends per share $- $- $- 
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During the year ended December 31, 2018, the Company completed its initial public offering and acquired 
mineral properties in the United States, Canada and in Europe.  At the end of the year, the Company 
decided to change the direction of the business and have written-off the mineral properties resulting in an 
impairment of $3,554,576 on the mineral properties.   
 
1.5 – Results of Operations 
 
Operations during the year ended December 31, 2018 were primarily related to obtaining the necessary 
financing, as well as conducting the initial exploration program.   
 
There were no investor relations arrangements entered into during the year ended December 31, 2018.  
There were no legal proceedings, contingent liabilities, and defaults under debt, breach of any laws or 
special resolutions during the year ended December 31, 2018. 
 
During the year ended December 31, 2018, the Company incurred a net loss of $4,945,578 for the 
current period as compared to $142,395 for the comparable year ended December 31, 2017 an increase 
of approximately $4,803,183.  The increase can be attributed to the change in business from a multi 
media company to an exploration stage company for the current year and the recording of the impairment 
on its mineral property interest of $,3,554,576.  The Company had expenses of $1,391,002 for the current 
year as compared to $143,455 for the prior year.   
 
The changes can be attributed to the following: 
 
Advertising and marketing have increased to $85,039 for the current year as compared to $nil for the prior 
year.  The increase was attributed to up front fees to third parties to handle and assist with online website 
duties, establish and maintaining online web present.   
 
Consulting fees have increased to $404,505 for the current year as compared to $73,750 for the prior 
year.  The increase is made up of amounts paid to a company controlled by the CEO and to a director 
and an officer of the Company and third parties.  The Company negotiated upfront service fees with third 
parties to provide expertise and advice with regards to investor trade shows and conferences. 
 
Filing fees have increased to $25,965 for the current year as compared to $9,528 for the prior period.  
The increase is due to fees incurred in connection with the private placement, annual filings and the 
acquisition of the mineral property interest. 
 
Financing fees and bank charges and interest have increased to $11,360 as compared to $Nil for the 
prior year.  During the year ended December 31, 2018, the Company issued 8,877 common shares as 
financing fee to a company controlled by the CEO.  These shares were fair valued at the date of issuance 
at $1.05 per share for a total of $9,321.  The Company also paid interest of $760 on the loan.   
 
Professional fees have increased to $110,343 for the current year as compared to $42,158 for the 
comparable year.  The increase can be attributed to an increase in legal fees paid in connection with 
general corporate matters and with its mineral property acquisitions and audit fees. 
 
Property investigation cost has increased to $33,785 as compared to $nil for the comparable year.  The 
Company paid $10,000 to a third party to investigate potential investments in properties located in Utah, 
Quebec and Spain and $21,610 in due diligence cost on the Exco property. 
 
Share-based payments has increased to $498,098 as compared to $nil for the comparable year.  The 
increase can be attributed to the fair value of the stock options that were granted during the year ended 
December 31, 2018.  Share-based payments is a non-cash transaction. 
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As a result of the sale of the Rocher Deboule property, on April 18, 2019, the Company has decided to 
change the direction of the business and have recorded an impairment of its mineral property interest.  
Accordingly, the Company recorded an impairment of $3,554,576 as of December 31, 2018.  
 
During the year ended December 31 2018, the Company incurred acquisition cost totaling $3,139,737 
consisting of cash payments of $464,712, shares issued which were fair valued at $2,625,025, and 
acquisition cost acquired on acquisition of subsidiaries of $50,000.  The Company also incurred $208,350 
in exploration cost which consisted of geological and geophysical. 
 
1.6 – Summary of Quarterly Results 

As at  31-Dec-18 30-Sep-18 30-Jun-18 31-Mar-18 31-Dec-17 30-Sep-17 30-Jun-17 31-Mar-17
  $ $ $ $ $ $ $ $

Revenue - - - - - - - -
Loss and 
Comprehensive 
Loss for Period 4,012,932 553,270 131,789 247,587 60,544 37,296 23,988 21,107

Basic and diluted 
loss per share (1.21) (0.21) (0.06) (0.14) (0.06) (0.05) (0.03) (0.04)

Weighted average 
number of common 
shares outstanding 3,323,509 2,657,332 2,033,244 1,681,112 983,822 693,712 786,396 600,001

 
Loss and Comprehensive Loss for the period are consistent from the quarter ended March 31, 2018 to 
December 31, 2018 as the Company became an exploration stage company.  During the quarter ended 
March 31, 2018, the Company had a loss of $247,587 as compared to the previous quarter of $60,544 an 
increase of approximately $187,043 which can be attributed to the granting of 1,900,000 management 
incentive options on March 7, 2018, resulting in $172,365 in stock-based compensation during that 
quarter.  During the quarter ended June 30, 2018, the Company had a loss of $131,789 as compared to 
the previous quarter of $247,587 a decrease of approximately $116,000 which can be attributed to the 
stock-based compensation charge in the previous quarter offset by the increase in the travel expenses in 
the current quarter.  During the quarter ended September 30, 2018, the Company had a net loss of 
$553,270 as compared to $131,789 for the previous quarter an increase of approximately $421,000 which 
can be attributed to the increase in consulting fees paid for business developments and marketing of the 
Company and its new mineral properties.  During the quarter ended December 31, 2018, the Company 
had a net loss of $4,012,932 as compared to $553,270 for the previous quarter an increase of 
approximately $3,459,662 which can be attributed to the increase in consulting fees for business 
development, travel expenses to Europe with respects to the Spain property and meetings with 
prospective investors, and stock based payment on the stock options granted during this quarter.  The 
Company also recorded an impairment of $3,554,576 on the mineral property interest. 
 
1.7 – Liquidity  

The Company undertook an initial public offering, exploring the Rocher Déboulé Property and preliminary 
exploration work related to the due diligence program on the Spanish properties and therefore has 
incurred losses and negative cash flows from operations. The Company’s sole source of funding has 
been the issuance of equity securities for cash, primarily through private placements.  The Company’s 
ability to raise cash depends on capital market conditions, commodities prices, and the results of ongoing 
exploration programs. There is no assurance that the Company will be able to obtain any additional 
financing on terms acceptable to the Company.  The quantity of funds to be raised and the terms of any 
equity financing that may be undertaken will be negotiated by management as opportunities to raise 
funds arise.  Actual funding requirements may vary from those planned due to a number of factors. 
 
There can be no certainty that the Company’s existing cash balances, or that the proceeds from the 
issuance of its common shares, will provide sufficient funds for all of the Company’s cash requirements.  
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Should the need arise, the Company may pursue other financing options or rely on joint venture partners 
to supply some of funds required to explore and develop any acquisitions.  There is no assurance that the 
Company will be successful in obtaining the funds it may require for its program or that the terms of any 
financing obtained will be acceptable. 
 
The Company's business premises are currently located at 430-580 Hornby Street, Vancouver, BC.  As at 
December 31, 2018, the Company had cash on hand of $1,457 as compared to $40,125 for the year 
ended December 31, 2017.   
 
During the year ended December 31, 2018, cash used in operating activities was $698,668 (2017 – 
$157,611) cash used in investing activities was $602,303 (2017 – $186,464) pursuant to the terms of the 
property agreements, cash increased by financing activities was $1,262,303 (2017 – $384,200) due to the 
private placements that was made during the period net of share issuance cost and a loan from a director 
of the Company. 
 
The Company’s current activities have been funded to date through the issuance of commons shares and 
obtaining loans from third parties. 
 
As at December 31, 2018 the Company had working capital deficiency of $252,994 consisting primary of 
cash in the amount of $1,457, receivables in the amount of $35,958, prepaid expenses in the amount of 
$40,750, assets held for sale in the amount of $45,000 less accounts payable of $355,909 and due to 
related party of $20,250. 
 
The Company believes that the current capital resources are not sufficient to pay overhead expenses for 
the next twelve months and its pursuit of its next business opportunity and will need to seek additional 
funding to fund its overhead expenses and any future commitments.  The Company will continue to 
monitor the current economic and financial market conditions and evaluate their impact on the Company’s 
liquidity and future prospects. 
 
Since the Company will not be able to generate cash from its operations in the foreseeable future, the 
Company will have to rely on the issuance of shares to fund ongoing operations, and loans from related 
parties. The ability of the Company to raise capital will depend on market conditions and it may not be 
possible for the Company to issue shares on acceptable terms or at all. 
 
1.8 – Capital Resources 

The capital resources of the Company as at December 31, 2018 are primarily its cash of $1,457 (2017 – 
$40,125). The Company will require additional financing to fund any anticipated operating expenses or 
exploration commitments.  The Company anticipates funding future expenditures through additional 
equity subscriptions, such as private placements or through the exercise of warrants and options.  In light 
of the continually changing financial markets, there is no assurance that funding by equity subscriptions 
will be possible at the times required or for the amounts desired or that it can be obtained on terms 
acceptable to the Company and its shareholders.  Accordingly, the Company is investigating various 
business opportunities that ideally will increase the Company’s positive cash flow.  If additional funds are 
raised through the issuance of equity securities, the percentage ownership of current shareholders will be 
reduced and such equity securities may have rights, preferences, or privileges senior to those of the 
holders of the Company’s common stock. 
 
1.9 – Off Balance Sheet Arrangements 

As at December 31, 2018, there were no off-balance sheet arrangements to which the Company was 
committed. 
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1.10 – Transactions with Related Parties 

All related party transactions are incurred in the normal course of business at their exchange value.  
 
As at December 31, 2018, the Company owed $20,250 (2017 - $Nil) to a director of the Company.  
The loan was provided as working capital.  The amount owed is non-interest bearing, unsecured, and 
with no fixed repayment terms.  
 
As at December 31, 2018, the Company owed $24,110 (2017 - $Nil) to companies controlled by 
directors and officers of the Company for unpaid fees. 
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The Company had the following balances and transactions with executive officers or companies 
controlled by these officers for the year ended December 31, 2018: 
 
 2018 2017 
 $ $ 
Transactions:  
Stock based compensation  
    Patrick Morris - Director, Chief Executive Officer 118,193 –
    Michael Mackey - Director 59,096 –
    Thomas Clarke - Director 42,212 –
    Chaimae El Amri – Director 42,212 –
    Geoff Balderson – Director, Chief Financial Officer 42,212 –
    Barry Hemsworth – former Director,  33,769 –
    Harold Davidson – former Director 33,769 –
    Kenneth Phillippe – former Chief Financial Officer  16,885 –
 388,348 

Consulting fees: 
 

    Director, Chief Executive Officer 95,000 60,000
    Former Chief Financial Officer 6,000 5,500
    Director, Chief Financial Officer 9,600 –
 110,600 

Rent and occupancy costs paid to a company 
controlled by a former director 18,000 10,500
  
Finance fee shares and interest paid to a company controlled by the 
Chief Executive Officer 10,081 –

 
During the year ended December 31, 2018, a company controlled by the CEO, advanced $47,000 loan to 
the Company which bears interest at 10% and in consideration for the loan the Company paid a financing 
fee of 8,877 (8,769 pre-consolidated) commons shares valued at $9,321.  On July 6, 2018, the debt was 
repaid with interest totalling $760. 
 
The Company has identified its directors and senior officers as its key management personnel.  For the 
year ended December 31, 2018, the Company paid consulting fees of $110,600 (2017 - $65,500) and 
rent of $18,000 (2017 - $10,500) to these directors and key management personnel. There were no other 
post-employment benefits, long-terms benefits and termination benefits incurred during the years ended 
December 31, 2018 and 2017. 
 
1.11 – Fourth Quarter 

During the fourth quarter ended December 31, 2018, the Company reported a net loss of $4,012,932 as 
compared to a net loss of $60,544 for the corresponding period in 2017.  Included in the loss during the 
fourth quarter is an impairment of mineral property interest of $3,554,576.  Total expenses for the fourth 
quarter in 2018 amounted to $458,356 as compared to $60,004 for the corresponding period in 2017 an 
increase of approximately $398,000.  The increase can be attributed $38,000 in consulting fees with a 
majority of the fees to third parties consultants, share-based payment of $325,000 which represents the 
fair value of the stock options granted during this quarter, travel cost of approximately $104,000 in 
connection with trips to Europe with respects to the Spain property and meetings with potential investors 
across Europe, $53,000 in professional fees in connection with the acquisition of the mineral properties 
and year end audit fee accrual. 
 
1.12 – Proposed Transactions 
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N/A 
 
1.13 – Critical Accounting Estimates 

The Company has outlined the basis of its critical accounting estimates in Note 3 of the December 31, 
2018 Financial Statements. 
 

1.14 – Changes in Accounting Policies – International Financial Reporting Standards (“IFRS”) 

The Company does not foresee any material changes due to IFRS changes which are not yet effective.  
See Note 3 (o) of the December 31, 2018 Financial Statements. 
 
Future Changes in Accounting Policies 
 
Standard effective for annual periods beginning on or after January 1, 2019 
 
IFRS 16 – Leases - On January 13, 2016 the IASB issued IFRS 16, “Leases”. This 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 asset and a lease liability 
representing its obligation to make lease payments. This standard substantially carries forward the lessor 
accounting requirements of IAS 17, while requiring enhanced disclosures to be provided by lessors. Other 
areas of the lease accounting model have been impacted, including the definition of a lease.  

The Company does not expect that there will be significant impact to the financial statements from 
adoption of the standards and interpretations by the Company. 

1.15 – Financial Instruments and Other Instruments 
 
Fair values 
 
The Company’s financial instruments include cash, amounts receivable, accounts payable and amounts 
due to related party.  The carrying amounts of these financial instruments are a reasonable estimate of 
their fair values because of their current nature. The fair value of these financial instruments 
approximates their carrying value because of the current nature. 
 
The Company’s financial instruments include cash and cash equivalents, accounts payable and accrued 
liabilities and due to related party.  The carrying amounts of these financial instruments are a reasonable 
estimate of their fair values because of their current nature. 
The Company classifies its fair value measurements in accordance with the three level fair value 
hierarchy as follows: 
 
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 (i.e. as 
prices) or indirectly (i.e. derived from prices), and 
 
Level 3 –  Inputs that are not based on observable market data 
 
The following table sets forth the Company’s financial assets and liabilities measured at fair value on a 
recurring basis by level within the fair value hierarchy as follows: 
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 Level 1 Level 2 Level 3 Total 

 $ $ $ $ 

As at December 31, 2018:   

Cash and cash equivalents 1,457 – – 1,457 

    

 
Financial risk management objectives and policies 
 
The Company’s financial instruments include cash and cash equivalents, accounts payable and due to 
related party. 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. Currency risk 
 
Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar and other 
foreign currencies will affect the Company’s operations and financial results.  The Company’s functional 
currency is the Canadian dollar.  The Company is exposed to potential currency risk by incurring 
exploration expenditures and holding assets denominated in Euros.  Assuming all other variables remain 
constant, a 1% change in the Canadian dollar against Euros would result in an insignificant change to the 
Company’s operations as at December 31, 2018. 
 
ii. Interest rate risk 
 
The Company is exposed to interest rate risk on the variable rate of interest earned on bank deposits. 
The fair value interest rate risk on bank deposits is insignificant as the deposits are short‐term. The 
Company has not entered into any derivative instruments to manage interest rate fluctuations. 
 
iii. Credit Risk 
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to 
meet its contractual obligations. Financial instruments that potentially subject the Company to 
concentrations of credit risks consist principally of cash.  As at December 31, 2018, the Company has 
$1,457, which is held at a Canadian chartered bank and the Company considers the credit risk to be 
minimal. 
 
iv. Liquidity Risk 
 
In the management of liquidity risk of the Company, the Company maintains a balance between continuity 
of funding and exploration activity. Management closely monitors the liquidity position and expects to 
have adequate sources of funding to finance the Company’s projects and operations.  The Company’s 
accounts payable and accrued liabilities are all current and due within 90 days of the statement of 
financial position date.  As at December 31, 2018 the Company had a working capital deficiency of 
$252,994 (2017: working capital of $66,598).  Management is considering different alternatives to secure 
adequate debt or equity financing to meet the Company’s short term and long term cash requirement. 
 
At present, the Company’s operations do not generate cash flow.  The Company’s primary source of 
funding has been the issuance of equity securities.  Despite previous success in acquiring financing, 
there is no guarantee of obtaining future financings.  
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1.16 – Other MD&A Requirements 

 Share Capital 

As at December 31, 2018 and the date of the MDA, the total number of common shares issued and 
outstanding was 8,162,157. 

Disclosure of Outstanding Share Data 

i)  Authorized: Unlimited common shares without par value 
 
ii)  Common Shares Issued: 

  Issue Price Number of Shares 
Total as at the date of the MDA        8,162,157 

 
iii)  Options Granted: 

As at the date of this report there were 460,000 management incentive options outstanding. 

iv) Warrants Issued: 

As at the date of this report there were 1,676,780 share purchase warrants outstanding. 

v)  Agent’s Warrants: 

As at the date of this report there were 46,000 agent’s warrants outstanding. 

vi)  Shares Held in Escrow: 

As at the date of this report there were 2,280,000 common shares held in escrow. 

RISK FACTORS AND UNCERTAINTIES 

The Company is in the business of acquiring, exploring and, if warranted, developing and exploiting 
natural resource properties.  Due to the nature of the Company’s business and the present stage of 
exploration of its mineral properties (which are primarily early stage exploration properties with no known 
resources or reserves), many risk factors will apply.  The risks described below are not the only ones 
facing the Company.  Additional risks not presently known to the Company may also impair the business 
operations. 
 
 Going Concern and Financing Risks 
 
The Company has limited financial resources, has no source of operating cash flow and has no 
assurance that additional funding will be available to it for further exploration and development of its 
projects or to fulfill its obligations under any applicable agreements.  Although the Company has been 
successful in the past in obtaining financing through the sale of equity securities, there can be no 
assurance that it will be able to obtain adequate financing in the future or that the terms of such financing 
will be favorable.  Failure to obtain such additional financing could result in delay or indefinite 
postponement of further exploration and development of its projects with the possible loss of such 
properties. 
 
 Insufficient Financial Resources 
 
The Company does not presently have sufficient financial resources to meet obligations when they 
become due, undertake by itself the acquisition, exploration and development of all of its planned 
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acquisition, exploration and development programs. Future property acquisitions and the development of 
the Company’s properties will therefore depend upon the Company’s ability to obtain financing through 
the joint venturing of projects, private placement financing, public financing, short or long term borrowings 
or other means. There is no assurance that the Company will be successful in obtaining the required 
financing. Failure to raise the required funds could result in the Company losing, or being required to 
dispose of, its interest in its properties. 
 
 Dependence on Others and Key Personnel 
 
The success of the Company’s operations will depend upon numerous factors, many of which are beyond 
the Company’s control, including (i) the ability to design and carry out appropriate exploration programs 
on its mineral properties; (ii) the ability to produce minerals from any mineral deposits that may be 
located; (iii) the ability to attract and retain additional key personnel in exploration, marketing, mine 
development and finance; and (iv) the ability and the operating resources to develop and maintain the 
properties held by the Company.  There can be no assurance of success with any or all of these factors 
on which the Company’s operations will depend, or that the Company will be successful in finding and 
retaining the necessary employees, personnel and/or consultants in order to be able to successfully carry 
out such activities. 
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RISK FACTORS AND UNCERTAINTIES (continued) 
 
 Share Price Volatility 
 
There can be no assurance that an active trading market in our securities will be established and 
sustained. The market price for our securities could be subject to wide fluctuations. Factors such as 
commodity prices, government regulation, interest rates, share price movements of our peer companies 
and competitors, as well as overall market movements, may have a significant impact on the market price 
of the securities of our Company.  The stock market has from time to time experienced extreme price and 
volume fluctuations, particularly in the mining sector, which have often been unrelated to the operating 
performance of particular companies. 
 
 
 General Economic Conditions 
 
The recent events in global financial markets have had a profound impact on the global economy. A 
continued or worsened slowdown in the financial markets or other economic conditions, including but not 
limited to, consumer spending, employment rates, business conditions, inflation, fuel and energy costs, 
consumer debt levels, lack of available credit, the state of the financial markets, interest rates, and tax 
rates may adversely affect the Company’s growth and profitability. These factors could have a material 
adverse effect on the Company’s financial condition and results of operations. 
 
 Government Regulation 
 
The Company is subject to the laws and regulations relating to environmental matters in all jurisdictions in 
which it operates, including provisions relating to prospecting, development, production, environmental 
protection, mining taxes, labor standards, property reclamation, discharge of hazardous material and 
other matters.  The Company may also be held liable should environmental problems be discovered that 
were caused by former owners and operators of its properties and properties in which it has previously 
had an interest.  The Company conducts its mineral exploration activities in compliance with applicable 
environmental protection legislation.  The Company is not aware of any existing environmental problems 
related to any of its current or former properties that may result in material liability to the Company. 
 
 Competition 
 
The Company’s business of the acquisition, exploration and development of mineral properties is 
intensely competitive. The Company may be at a competitive disadvantage in acquiring additional mining 
properties because it must compete with other individuals and companies, many of which have greater 
financial resources, operational experience and technical capabilities than the Company. Increased 
competition could adversely affect the Company’s ability to attract necessary capital funding or acquire 
suitable producing properties or prospects for mineral exploration in the future. 
 
 Permits and Licenses 
 
The operations of the Company will require licenses and permits from various governmental authorities. 
There can be no assurance that the Company will be able to obtain all necessary licenses and permits 
that may be required to carry out its projects, on reasonable terms or at all.  Delays, or a failure to obtain 
such licenses and permits, or a failure to comply with the terms of any such licenses and permits that the 
Company does obtain, could have a material adverse effect on the Company. 
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RISK FACTORS AND UNCERTAINTIES (continued) 
 
 Uncertainty of Resource Estimates/Reserve 
 
Unless otherwise indicated, mineralization figures presented in the Company’s filings with securities 
regulatory authorities, press releases and other public statements that may be made from time to time are 
based upon estimates made by Company personnel and independent geologists. These estimates are 
imprecise and depend upon geological interpretation and statistical inferences drawn from drilling and 
sampling analysis, which may prove to be unreliable. 
 
 Limited Experience 
 
The Company has very limited experience in placing mineral resource properties into production, and its 
ability to do so will be dependent upon using the services of appropriately experienced personnel or 
entering into agreements with other major resource companies that can provide such expertise. There 
can be no assurance that the Company will have available to it the necessary expertise when and if it 
places its resource properties into production. 
 
 Title Matters 
 
Although the Company has taken steps to verify the title to the mineral properties in which it has or has a 
right to acquire an interest in accordance with industry standards for the current stage of exploration of 
such properties, these procedures do not guarantee title (whether of the Company or of any underlying 
vendor(s) from whom the Company may be acquiring its interest). Title to mineral properties may be 
subject to unregistered prior agreements or transfers, and may also be affected by undetected defects or 
the rights of indigenous peoples. Company has investigated title to all of its mineral properties and, to the 
best of its knowledge, title to all of its properties for which titles have been issued are in good standing. 
 
 Fluctuation of Metal Prices 
 
Even if commercial quantities of mineral deposits are discovered by the Company, there is no guarantee 
that a profitable market will exist for the sale of the metals produced. There can be no assurance that the 
price of any commodities will be such that any of the properties in which the Company has, or has the 
right to acquire, an interest may be mined at a profit. 
 
 Speculative Business 
 
Resource exploration and development is a speculative business and involves a high degree of risk, 
including, among other things, unprofitable efforts resulting not only from the failure to discover mineral 
deposits but from finding mineral deposits which, though present, are insufficient in size to return a profit 
from production. The marketability of natural resources that may be acquired or discovered by the 
Company will be affected by numerous factors beyond the control of the Company. These factors include 
market fluctuations, the proximity and capacity of natural resource markets, government regulations, 
including regulations relating to prices, taxes, royalties, land use, importing and exporting of minerals and 
environmental protection. The exact effect of these factors cannot be accurately predicted, but the 
combination of these factors may result in the Company not receiving an adequate return on invested 
capital. There is no known resource, and there are no known reserves, on any of the Company’s 
properties. 
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RISK FACTORS AND UNCERTAINTIES (continued) 
 
 Foreign Currency 
 
If the Company becomes active in a foreign jurisdiction and no longer has all its activities are carried out 
in Canada and all its financial assets and liabilities are denominated in Canadian dollars, then the 
Company will be exposed to substantial foreign exchange risk associated with the currency fluctuations of 
that foreign currency.  
 
 Dilution to the Company’s Existing Shareholders 
 
The Company will require additional equity financing to be raised in the future. The Company may issue 
securities at less than favorable terms to raise sufficient capital to fund its business plan. Any transaction 
involving the issuance of equity securities or securities convertible into common shares would result in 
dilution, possibly substantial, to present and prospective holders of common shares. 
 
APPROVAL   
 
The Board of Directors of the Company has approved the disclosure contained in this MD&A on May 3, 
2019. 
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INDEPENDENT AUDITOR'S REPORT 

 

 

 

To the Directors of 

NNZ Consulting Corp. 

 

 
Opinion 

 

We have audited the accompanying consolidated financial statements of NNZ Consulting Corp. (the “Company”), which 

comprise the consolidated statement of financial position as at June 30, 2019, and the consolidated statement of loss and 

comprehensive loss, changes in equity and cash flows for the period from incorporation on April 12, 2019 to June 30, 2019, 

and notes to the consolidated financial statements, including a summary of significant accounting policies.  

 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 

Company as at June 30, 2019, and its financial performance and its cash flows for the period from incorporation on 

April 12, 2019 to June 30, 2019 in accordance with International Financial Reporting Standards (“IFRS”). 

 

Basis for Opinion 

 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those 

standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section 

of our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of 

the consolidated financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with 

these requirements. We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a 

basis for our opinion. 

 

Material Uncertainty Related to Going Concern 

 

We draw attention to Note 1 of the consolidated financial statements, which indicates that the Company has entered into a 

transaction to adequately fund the planned operations of the Company over the next 12 months. There is no assurance that the 

Company will complete the transaction. As stated in Note 1, these events and conditions indicate that a material uncertainty 

exists that may cast significant doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in 

respect of this matter. 
 

Other Information 

 

Management is responsible for the other information. The other information obtained at the date of this auditor's report includes 

Management’s Discussion and Analysis. 

 

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of 

assurance conclusion thereon. 

 

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in 

doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our 

knowledge obtained in the audit, or otherwise appears to be materially misstated. 

 

  



 

 

We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we have 

performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We 

have nothing to report in this regard. 

 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements 

 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 

IFRS, 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. 

 

In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to continue 

as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 

unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

 

Those charged with governance are responsible for overseeing the Company's financial reporting process. 

 

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements 

 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from 

material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable 

assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally 

accepted auditing standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or 

error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of these consolidated financial statements. 

 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and 

maintain professional skepticism throughout the audit. We also: 

 

 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud 

or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and 

appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud 

is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit 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 Company's internal 

control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 

disclosures made by management. 

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the 

audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant 

doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we 

are required to draw attention in our auditor's report to the related disclosures in the consolidated financial statements 

or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained 

up to the date of our auditor's report. However, future events or conditions may cause the Company to cease to continue 

as a going concern. 

 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 

disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a 

manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities 

within the Company to express an opinion on the consolidated financial statements. We are responsible for the 

direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion. 

 

  



 

 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the 

audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

 

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements 

regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to 

bear on our independence, and where applicable, related safeguards. 

 

The engagement partner on the audit resulting in this independent auditor’s report is Erez Bahar. 

 

 

“DAVIDSON & COMPANY LLP” 
 

 

Vancouver, Canada Chartered Professional Accountants 

 

November 8, 2019 

 



NNZ Consulting Corp. 
Consolidated Statement of Financial Position 
(Expressed in Canadian Dollars) 

 

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

 

 As at June 30, 2019 

Current assets

Cash  $                  103,314 

Total current assets                      103,314 

Intangible asset (Note 4, 5)                      634,923 

Total assets  $                  738,237 

Liabilities

Current liabilities

Amounts payable and accrued liabilities                        83,346 
Total liabilities  $                    83,346 

Share capital (Note 6)                      799,250 
Deficit                    (144,359)

 $                  654,891 

 $                  738,237 

Nature of operations (Note 1)

Basis of presentation and going concern assumption (Note 1, 2)

Segmented information (Note 8)

Subsequent event (Note 12)

Approved by the Board of Directors and authorized for issue on November 8, 2019

"Nima Bahrami" Director

"Farbod Shahrokhi" Director

Assets

Equity

Total equity

Total liabilities and equity

 
 
 
 
 
 
 



NNZ Consulting Corp. 
Consolidated Statement of Loss and Comprehensive Loss 
(Expressed in Canadian Dollars) 

 

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

 

Period from incorporation on April 12, 2019 to June 30, 2019

Expenses
Advisory and consulting 87,520$        
Interest and bank charges 21                
Office, rent and miscellaneous 1,958            
Professional fees 54,860          

Net loss and comprehensive loss  $     (144,359)

Basic and diluted loss per share  $          (0.01)

Weighted average number of common shares
    outstanding - basic and diluted 10,697,919    

 

 

 

 

 



NNZ Consulting Corp. 
Consolidated Statement of Changes in Equity 
(Expressed in Canadian Dollars) 

 

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

 

Number Amount Deficit Total
Balance at April 12, 2019 100              -$              -$                   -$              
Shares issued for cash 25,034,900   500,000        -                     500,000        
Shares issued for acquisition of Ihuana S.A.S 7,999,000     159,980        -                     159,980        
Shares issued to 1211782 B.C. Ltd. for acquisition of
Ihuana S.A.S 6,963,500     139,270        -                     139,270        
Net loss -                  -                   (144,359)         (144,359)       
Balance at June 30, 2019 39,997,500   799,250$       (144,359)$       654,891$       

              Common shares

 

 

 

 

 

 

 

 

 

 



NNZ Consulting Corp. 
Consolidated Statement of Cash Flows 
(Expressed in Canadian Dollars) 

 

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

 

Period from incorporation on April 12, 2019 to June 30, 2019

Operating activities
Net loss (144,359)$      
Changes in non-cash working capital items:

Amounts payable and accrued liabilities 83,346          
(61,013)         

Investing activities
Acquisition payment to 1211782 B.C.         (335,650)

        (335,650)

Financing activities
Proceeds on shares issued          500,000 

         500,000 

Effect of foreign exchange on cash (23)                

Change in cash 103,314         
Cash, beginning of period -                   
Cash, end of period 103,314$       

Supplemental cash flow information:
Cash paid during the period for interest -$                 
Cash paid during the period for taxes -$                 
Shares issued for acquisition of Ihuana S.A.S. 159,980$       
Shares issued to 1211782 B.C. for acquisition of Ihuana S.A.S. 139,270$       

 



NNZ Consulting Corp. 
Notes to the Consolidated Financial Statements  
For the period from incorporation on April 12, 2019 to June 30, 2019  
(Expressed in Canadian Dollars) 
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1. NATURE OF OPERATIONS 

NNZ Consulting Corp. ("NNZ" or the "Company") was incorporated on April 12, 2019 under the Business 
Corporations Act (British Columbia). The Company was formed as an investment holding company for 
the purpose of acquiring a cannabis asset and listing on a Canadian stock exchange.  
 
The head office of the Company is located at Suite 1803, 888 Pacific Street, Vancouver, British Columbia, 
V6Z 2S6, and its registered office is located at 10th Floor, 595 Howe Street, Vancouver, British Columbia, 
V6C 2T5. 
 
In June 2019, NNZ completed a financing for gross proceeds of $500,000 by issuing 25,034,900 
common shares at a price of $0.02 per share (Note 6). 
 
On June 12, 2019, NNZ completed its purchase of Ihuana S.A.S. (“Ihuana”), a Colombian company 
incorporated on January 25, 2017 (Note 4).  
 
Through Ihuana, the Company holds a 100% interest in a non-psychoactive cannabis license issued by 
the Ministry of Justice of Colombia for the production of grain and seeds for sowing, the fabrication of 
derivatives and other industrial purposes. 

 
In October 2019, the Company entered into a share purchase agreement with Primary Energy Metals 
Inc. (“PRIM”) for the acquisition of NNZ (the “Transaction”) for consideration of 39,997,500 common 
shares of PRIM to be issued to existing shareholders of NNZ (Note 12). 

 
These audited consolidated financial statements have been prepared on the assumption that the 
Company will continue as a going concern, meaning it will continue in operation for the foreseeable 
future and will be able to realize assets and discharge liabilities in the ordinary course of operations. 
Different bases of measurement may be appropriate if the Company is not expected to continue 
operations for the foreseeable future.  As stated in Note 12, the Company has entered into a transaction 
to adequately fund the planned operations of the Company over the next 12 months. There is no 
assurance that the Company will complete the transaction in Note 12. These circumstances may cast 
doubt on the Company’s ability to continue as a going concern. 
 
The audited consolidated financial statements of the Company for the period from incorporation on April 
12, 2019 to June 30, 2019 were approved and authorized by the Board of Directors on November 8, 
2019. 
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION 

Statement of compliance 
 
These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and 
interpretations of the IFRS Interpretations Committee (“IFRIC”). 
 
Basis of measurement 
 
These consolidated financial statements have been prepared in Canadian dollars on a historical cost 
basis except for cash measured at fair value. Historical cost is generally based upon the fair value of 
the consideration given in exchange for assets. In addition, these consolidated financial statements have 
been prepared using the accrual basis of accounting except for cash flow information. 
 
Functional and presentation currency 
 
These consolidated financial statements are presented in Canadian dollars which is the functional 
currency of the Company and its subsidiary. 
 
Basis of consolidation  
 
These consolidated financial statements comprise the accounts of the Company and the following 
wholly-owned subsidiary of the Company: 
          

    
 Percentage 

owned 

 Name of subsidiary 
Country of 

incorporation

 As at June 30, 
2019 

             Ihuana S.A.S. Colombia  100% 

      
Control exists when the Company has the power, directly or indirectly, to govern the financial and 
operating policies of an entity so as to obtain benefits from its activities.  The financial statements of 
subsidiaries, including entities which the Company controls, are included in the consolidated financial 
statements from the date that control commences until the date that control ceases. All intercompany 
transactions and balances have been eliminated. 
 
Critical accounting estimates and judgements 
 
The preparation of consolidated financial statements in conformity with IFRS requires the Company’s 
management to make judgements, estimates and assumptions about future events that affect the 
amounts reported in the consolidated financial statements and related notes to the financial statements. 
Although these estimates are based on management’s best knowledge of the amount, event or actions, 
actual results may differ from those estimates. Estimates and judgements are continuously evaluated 
and are based on management's experience and other factors, including expectations of future events 
that are believed to be reasonable. 
 
Revisions to accounting estimates are recognized in the period in which the estimates are revised and 
in any future periods affected. The information about significant areas of estimation uncertainty and 
judgment considered by management in preparing these consolidated financial statements is as follows: 
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (CONTINUED) 

Critical accounting estimates and judgements (continued) 
 
 Determination of functional currency 

In accordance with IAS 21, The Effects of Changes in Foreign Exchange Rates, the Company 
determined its functional currency, and the functional currency of its subsidiary. The Company makes 
judgements in defining the functional currency based on the economic substance of the transactions 
relevant to the entity. 
 

 The assessment of the acquisition 
Determination of whether a set of assets acquired and liabilities assumed constitute the acquisition 
of a business or asset requires the Company to make certain judgments as to whether or not the 
assets acquired and liabilities assumed include the inputs, processes and outputs necessary to 
constitute a business as defined in IFRS 3 – Business Combinations. If an acquired set of assets 
and liabilities includes goodwill, the set is presumed to be a business. Based on an assessment of 
relevant facts and circumstances, the Company concluded that the acquisition disclosed in Note 4 
was an acquisition of assets. The values assigned to common shares and the allocation of the 
purchase price to the net assets in the acquisition are based on numerous estimates and judgements 
of the relative fair values of net assets. 
 

 Impairment of long-lived assets 
Long-lived assets, including intangible assets, are reviewed for impairment at each statement of 
financial position date or whenever events or changes in circumstances indicate that the carrying 
amount of an asset exceeds its recoverable amount. For the purpose of impairment testing, assets 
that cannot be tested individually are grouped together into the smallest group of assets that 
generates cash inflows from continuing use that are largely independent of the cash inflows of other 
assets or group of assets (“CGU”). The recoverable amount of an asset or a CGU is the higher of its 
fair value, less costs to sell, and its value in use. If the carrying amount of an asset exceeds its 
recoverable amount, an impairment charge is recognized immediately in profit or loss by the amount 
by which the carrying amount of the asset exceeds the recoverable amount. Where an impairment 
loss subsequently reverses, the carrying amount of the asset is increased to the lesser of the revised 
estimate of recoverable amount, and the carrying amount that would have been recorded had no 
impairment loss been recognized previously. 
 

 Income taxes  
In assessing the probability of realizing income tax assets, management makes estimates related to 
expectations of future taxable income, applicable tax planning opportunities, expected timing of 
reversals of existing temporary differences and the likelihood that tax positions taken will be 
sustained upon examination by applicable tax authorities. In making its assessments, management 
gives additional weight to positive and negative evidence that can be objectively verified. Estimates 
of future taxable income are based on forecasted cash flows from operations and the application of 
existing tax laws in each jurisdiction. The Company considers whether relevant tax planning 
opportunities are within the Company's control, are feasible, and are within management's ability to 
implement. Examination by applicable tax authorities is supported based on individual facts and 
circumstances of the relevant tax position examined in light of all available evidence. Where 
applicable tax laws and regulations are either unclear or subject to ongoing varying interpretations,  
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (CONTINUED) 

Critical accounting estimates and judgements (continued) 
 

 Income taxes (continued) 
 
it is reasonably possible that changes in these estimates can occur that materially affect the amounts 
of income tax assets recognized. Also, future changes in tax laws could limit the Company from 
realizing the tax benefits from the deferred tax assets. The Company reassesses unrecognized 
income tax assets at each reporting period. 
  

 Intangible assets – license and license costs  
 
Intangible assets are recognized as such if it is probable that future economic benefits attributable 
to the asset will flow to the Company and their cost can be reasonably measured.  
 
Intangible assets that are acquired by the Company, which have finite useful lives, are measured at 
cost less accumulated amortization and impairment losses. These intangible assets are comprised 
of license costs and costs related to obtaining the license to cultivate non-psychoactive cannabis, 
which will be amortized in profit or loss on a straight-line basis over their estimated useful lives 
estimated to be five years from the date the license was issued to Ihuana (Note 12).  

Foreign currencies 
 

 Functional and presentation currency 
The functional currency is the currency of the primary economic environment in which the entity 
operates. The functional currency of the Company and its subsidiaries was determined by conducting 
an analysis of the consideration factors identified in IAS 21, “The Effects of Changes in Foreign 
Exchange Rates” (“IAS 21”).  
 

 Translation of foreign transactions and balances into the functional currency 
Foreign currency transactions are translated into the functional currency of the Company at rates of 
exchange prevailing on the dates of the transactions. At each financial position reporting date, all 
monetary assets and liabilities that are denominated in foreign currencies are translated to the 
functional currency of the Company at the rates prevailing at the date of the statement of financial 
position. Foreign exchange gains and losses resulting from the settlement of such transactions are 
recognized in profit or loss. 
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (CONTINUED) 

Financial instruments  
 

The following table shows the classification of financial instruments under IFRS 9: 
    

Cash Fair value through profit or loss 
Amounts payable and accrued liabilities Amortized cost 

    
 Financial assets 
 

Classification and measurement 
The Company classifies its financial assets in the following categories: at fair value through profit 
or loss (“FVTPL”), at fair value through other comprehensive income (“FVTOCI”) or at amortized 
cost. The classification depends on the purpose for which the financial assets were acquired. 
Management determines the classification of its financial assets at initial recognition. 
 
The classification of debt instruments is driven by the business model for managing the financial 
assets and their contractual cash flow characteristics. Debt instruments are measured at amortized 
cost if the business model is to hold the instrument for collection of contractual cash flows and those 
cash flows are solely principal and interest. If the business model is not to hold the debt instrument, 
it is classified as FVTPL. Financial assets with embedded derivatives are considered in their entirety 
when determining whether their cash flows are solely payments of principal and interest. 
 
Equity instruments that are held for trading (including all equity derivative instruments) are classified 
as FVTPL, for other equity instruments, on the day of acquisition the Company can make an 
irrevocable election (on an instrument-by-instrument basis) to designate them as at FVTOCI. 
 
Financial assets at FVTPL 
Financial assets carried at FVTPL are initially recorded at fair value and transaction costs are 
expensed in the income statement. Realized and unrealized gains and losses arising from changes 
in the fair value of the financial asset held at FVTPL are included in the income statement in the 
period in which they arise. Derivatives are also categorized as FVTPL unless they are designated 
as hedges. 
 
Financial assets at FVTOCI 
Investments in equity instruments at FVTOCI are initially recognized at fair value plus transaction 
costs. Subsequently they are measured at fair value, with gains and losses arising from changes 
in fair value recognized in other comprehensive income. There is no subsequent reclassification of 
fair value gains and losses to profit or loss following the derecognition of the investment. 

 
Financial assets at amortized cost 
Financial assets at amortized cost are initially recognized at fair value and subsequently carried at 
amortized cost less any impairment. They are classified as current assets or non-current assets 
based on their maturity date. 
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (CONTINUED) 

Financial instruments (continued) 
 
 Financial assets (continued) 

 
Impairment of financial assets at amortized cost 
The Company recognizes a loss allowance for expected credit losses on financial assets that are 
measured at amortized cost. At each reporting date, the loss allowance for the financial asset is 
measured at an amount equal to the lifetime expected credit losses if the credit risk on the financial 
asset has increased significantly since initial recognition. If at the reporting date, the financial asset 
has not increased significantly since initial recognition, the loss allowance is measured for the 
financial asset at an amount equal to twelve month expected credit losses. For trade receivables 
the Company applies the simplified approach to providing for expected credit losses, which allows 
the use of a lifetime expected loss provision. 
 
Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods 
if the amount of the loss decreases and the decrease can be objectively related to an event 
occurring after the impairment was recognized. 
 
Derecognition of financial assets 
Financial assets are derecognized when they mature or are sold, and substantially all the risks and 
rewards of ownership have been transferred. Gains and losses on derecognition of financial assets 
classified as FVTPL or amortized cost are recognized in the income statement. Gains or losses on 
financial assets classified as FVTOCI remain within accumulated other comprehensive income. 

 
Impairment of non-financial assets 
At the end of each reporting period the carrying amounts of the Company’s assets are reviewed to 
determine whether there is any indication that those assets may be impaired.  If any such indication 
exists, the recoverable amount of the asset is estimated in order to determine the extent of the 
impairment, if any.  The recoverable amount is the higher of fair value less costs to sell and 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.  In assessing value in 
use, the estimated future cash flows are discounted to their present value using a discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset.  
If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable amount and the impairment loss is recognized in 
profit or loss for the period.  For an asset that does not generate largely independent cash inflows, 
the recoverable amount is determined for the cash generating unit to which the asset belongs.  
Following the recognition of an impairment loss, the depreciation charge applicable to the asset is 
adjusted prospectively in order to systematically allocate the revised carrying amount, net of any 
residual value, over the remaining useful life. Where an impairment subsequently reverses, the 
carrying amount of the asset (or CGU) is increased to the revised estimate and its recoverable 
amount, but to an amount that does not exceed the carrying amount that would have been 
determined had no impairment loss been recognized for the asset (or CGU) in prior periods.  A 
reversal of an impairment loss is recognized immediately in profit or loss. 
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (CONTINUED) 

Financial instruments (continued) 
 

 Financial liabilities 
 
The Company classifies its financial liabilities into one of two categories as follows: 
 
FVTPL - This category comprises derivatives and financial liabilities incurred principally for the 
purpose of selling or repurchasing in the near term. They are carried at fair value with changes in fair 
value recognized in profit or loss. 
 
Amortized cost - This category consists of liabilities carried at amortized cost using the effective 
interest method. Amounts payable and accrued liabilities are included in this category. The Company 
derecognizes a financial liability when its contractual obligations are discharged, cancelled or expire. 

 
Refer to Note 10 for the required disclosures. 
 
Intangible assets 
 
Intangible assets represent amounts paid for the license and costs to obtain the license for non-
psychoactive cannabis as well as its derivatives.  
 
An intangible asset is derecognized on disposal, or when no future economic benefits are expected from 
use or disposal. Gains or losses arising from derecognition of an intangible asset are recognized in profit 
or loss when the asset is derecognized. At the end of each reporting period, the Company reviews the 
carrying amounts of its intangible assets to determine whether there is any indication of impairment. 
Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for 
impairment at least annually, and whenever there is an indication that the asset may be impaired. 
 
Recoverable amount is the higher of fair value less costs of disposal and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax 
discount rate that reflects current market assessments of the time value of money and the risks specific 
to the asset for which the estimates of future cash flows have not been adjusted. If the recoverable 
amount is less than the carrying amount, the carrying amount of the asset is reduced to its recoverable 
amount and an impairment loss is recognized immediately in profit or loss. When an impairment 
subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its 
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount 
that would have been determined had no impairment loss been recognized in prior years. A reversal of 
an impairment loss is recognized immediately in profit or loss. 
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2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (CONTINUED) 

 Income taxes 
Income tax expense comprises deferred income tax expense and is recognized in profit and loss except 
to the extent that it relates to items recognized directly in equity, in which case it is recognized in equity. 
 
Deferred tax is recognized by providing for 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 on the initial recognition of assets or liabilities in a transaction that is not 
a business combination.  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, 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 to the extent that is probable that future taxable profits will be available 
against which the temporary difference 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.   
 
Share capital 
Common shares are classified as equity (deficiency). Incremental costs directly attributable to the issue 
of common shares and other equity instruments are recognized as a deduction from shareholders’ equity. 
Common shares issued for consideration other than cash, are valued based on their fair value at the 
date the shares are issued.  
 
Loss per share 
Basic loss per common share is calculated by dividing the loss attributed to shareholders for the period 
by the weighted average number of common shares outstanding in the period. Diluted loss per common 
share is calculated by adjusting the weighted average number of common shares outstanding to assume 
conversion of all dilutive potential common shares. Diluted loss per share is equal to basic loss per share 
for the period presented as the effect would be anti-dilutive. 
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3. RECENT ACCOUNTING STANDARDS ISSUED  
 
Certain new standards, interpretations, amendments and improvements to existing standards were 
issued by the IASB or IFRIC that are mandatory. The following have been adopted by the Company: 
 
 IFRS 16 – Leases: New standard to establish principles for recognition, measurement, presentation 

and disclosure of leases with an impact on lessee accounting, effective for annual periods beginning 
on or after January 1, 2019. The Company completed an assessment and concluded that there are 
no significant changes to its financial statements from adopting this new standard. 

 
 IFRIC 23 – Uncertainty over Income Tax Treatments: This standard was issued by the IASB in June 

2017 and specifies the interpretation to be applied to the determination of taxable profit, tax bases, 
unused tax losses, unused tax credits and tax rates, when there is uncertainty over income tax 
treatments under IAS 12. IFRIC 23 is effective for annual periods beginning on or after January 1, 
2019 with early adoption permitted. The Company completed an assessment and concluded that 
there are no significant changes to its financial statements from adopting this new standard. 

 
4. ACQUISITION OF IHUANA 

On June 12, 2019, pursuant to a share purchase agreement (the “Agreement”) entered with Ihuana, the 
Company issued 7,999,000 common shares at a price of $0.02 per share to acquire all of the outstanding 
shares of Ihuana. 
 
On June 12, 2019, pursuant to a consulting agreement (the “Consulting Agreement”) entered with 
1211782 B.C. (“1211782”), the Company issued 6,963,500 common shares at a price of $0.02 per share 
and paid $335,650 (US$ 250,000) in consideration for services rendered in assisting the purchase of 
Ihuana.  
 
The transaction has been accounted for as acquisition of assets and assumed liabilities. The 
consideration of $634,900 paid by the Company has been allocated to the assets and liabilities acquired 
based on their relative fair value on the date of the acquisition. 

 
The following table summarizes the allocation of the purchase price to the fair value of the assets 
acquired and liabilities assumed at the date of acquisition. 
 

Consideration paid:

Fair value of shares issued 299,250$         

Cash paid for transaction costs 335,650           

634,900           

Net assets of Ihuana acquired:

Intangible assets - license 634,923           

Amounts payable and accrued liabilities (23)                  

634,900           

634,900$          
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5. INTANGIBLE ASSETS 
 

License June 30, 2019 

 Opening balance  $ Nil 

 Additions from acquisition (Note 4)  $ 634,923 

 Ending balance  $ 634,923 

    
Intangible assets includes a license for the cultivation of non-psychoactive cannabis as well as its 
derivatives obtained for its wholly-owned Colombian subsidiary from the Republic of Colombia.  
 
On June 12, 2019, the Company obtained the following license through the acquisition of Ihuana (Note 
4): 
 

1. Cannabis Non-Psychoactive Cultivation License (Resolución 0275, April 2, 2018). 
 
The license is valid for a period of five years from the date the license was issued to Ihuana and is 
renewable upon request within three months of expiration. 
 

6. SHARE CAPITAL 

Authorized share capital 
 
Unlimited number of common shares without par value. 
 
Issued share capital 
 
During the period ended June 30, 2019, the Company completed a financing for gross proceeds of 
$500,000 by issuing 25,034,900 common shares at a price of $0.02 per share. There were no share 
issue costs incurred relating to this financing during the period ended June 30, 2019. 
 
During the period ended June 30, 2019, pursuant to the Agreement, the Company issued 7,999,000 
common shares at a price of $0.02 per share to acquire all of the outstanding shares of Ihuana and 
issued 6,963,500 common shares at a price of $0.02 per share to 1211782 in consideration for services 
rendered in assisting the purchase of Ihuana (Note 4).  

 
Options and warrants 
 
As at June 30, 2019, there were no share options and warrants issued and outstanding. 
 

7. RELATED PARTY TRANSACTIONS AND BALANCES 

Key management personnel include persons having the authority and responsibility for planning, 
directing, and controlling the activities of the Company as a whole. 
 
There were no related party transactions during the period from incorporation on April 12, 2019 to June 
30, 2019. As at June 30, 2019, there was $nil owing to related parties. 

 
 
 
 
 
 



NNZ Consulting Corp. 
Notes to the Consolidated Financial Statements  
For the period from incorporation on April 12, 2019 to June 30, 2019  
(Expressed in Canadian Dollars) 

 

Page 19 of 21 
 

8. SEGMENTED INFORMATION 
 

The Company conducts its business as a single operating segment being cannabis operations in 
Colombia. The Company maintains a head office in Vancouver, British Columbia, Canada. 
 
The following table summarizes the Company’s long-lived assets by geographic segment as at: 
 

   Canada   Colombia   Total  

 June 30, 2019        
 Intangible assets  $ Nil $634,923 $634,923 

 
9. CAPITAL MANAGEMENT 

The Company defines capital as equity. The Company manages its capital structure and makes 
adjustments in order to have the funds available to support its operating activities. 
 
The Company’s objective when managing capital is to safeguard the Company’s ability to continue as 
a going concern in order to pursue the development of its business. The Company manages its capital 
structure and adjusts it in light of changes in economic conditions and the risk characteristics of the 
underlying assets. To maintain or adjust its capital structure, the Company may issue new equity 
instruments, new debt, or acquire and/or dispose of assets. As discussed in Note 1, the Company’s 
ability to continue as a going concern is uncertain and dependent upon the completion of the RTO and 
concurrent financing (Note 12). 
 
Management reviews its capital management approach on an ongoing basis. There were no changes 
in the Company’s approach to capital management during the years presented. The Company is not 
subject to externally imposed capital requirements. 
 

10. FINANCIAL INSTRUMENTS 

The Company's risk exposures and the impact on the Company's financial instruments are summarized 
below. 
 
Fair value 
 
IFRS 13 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to 
measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets 
for identical assets or liabilities and the lowest priority to unobservable inputs. The three levels of the 
fair value hierarchy are as follows: 
 
 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 

(i.e.: As prices) or indirectly (i.e.: derived from prices); and 
 Level 3: Inputs that are not based on observable market data. 
 
The fair value of cash is measured using Level 1 inputs. The carrying values of amounts payable and 
accrued liabilities approximate their respective fair values due to the short-term nature of these 
instruments.  
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10. FINANCIAL INSTRUMENTS (CONTINUED) 

Financial risk management 
 

 Credit risk 
Credit risk is the risk of an unexpected loss if a customer or third party to financial instruments fails 
to meet its contractual obligations. The Company’s exposure to credit risk includes cash. 
 
The Company’s cash is held at a large Canadian financial institution in interest bearing accounts. 
The Company has no investments in asset-backed commercial paper. 
 
The Company’s maximum exposure to credit risk is the carrying value of its financial assets. 
 
Management believes that the credit risk related to its cash is negligible. 
 

 Liquidity risk 
Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments 
associated with financial instruments. The Company manages liquidity by maintaining adequate cash 
balances to meet liabilities as they become due. 
 
The Company maintained sufficient cash at June 30, 2019 in the amount of $103,314 in order to 
meet short-term operating requirements. At June 30, 2019, the Company had amounts payable and 
accrued liabilities of $83,346. All amounts payable and accrued liabilities are current. 
 

 Market risk 
The significant market risks to which the Company is exposed are interest rate risk and currency. 
 
Interest rate risk 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. The Company holds cash in accounts with variable 
interest rates, and currently does not carry variable interest-bearing debt.  It is management’s opinion 
that the Company is not exposed to significant interest rate risk. 
 
Currency risk 
The Company is exposed to currency risk to the extent that monetary assets and liabilities held by 
the Company are not denominated in Canadian dollars. The Company has not entered into any 
foreign currency contracts to mitigate this risk. 
 
As at June 30, 2019, the Company’s cash, amounts payable and accrued liabilities are held in 
Canadian Dollars. 
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11. INCOME TAX 
 
A reconciliation of the Company’s expected income tax recovery to actual income tax recovery is as 
follows: 
 

Period from incorporation on April 12, 2019 to June 30, 2019

Loss before income taxes (144,359)$      

Statutory income tax rate 27%

Expected income tax recovery (39,000)          
Unrecognized deductible temporary differences and other (39,000)          

Income tax recovery -$                   
 

As at June 30, 2019, the Company had non-capital losses of approximately $144,000 that expire in 
2039. 

 
12. SUBSEQUENT EVENT 
 

In October 2019, PRIM and NNZ entered into a share purchase agreement pursuant to which PRIM will 
acquire all of the issued and outstanding shares of NNZ in consideration for 39,997,500 shares of PRIM 
on a one-for-one basis.  After the completion of the agreement, the original shareholders of NNZ will 
hold 50.1% of the total shares of the resulting issuer (the “Resulting Issuer”). Accordingly, NNZ will be 
considered to have acquired PRIM with the agreement being accounted for as a reverse takeover of 
PRIM by NNZ shareholders (the “RTO”). The legal acquisition of PRIM by NNZ constitutes as a reverse 
asset acquisition as PRIM does not meet the definition of a business and its main attribute is its public 
listing. Pursuant to the Transaction, 4,000,000 common shares will be issued as finders’ fee shares to 
certain arms’-length third parties who assisted in introducing the Transaction and 800,000 common 
shares will be issued as advisory fee shares to a contractor, as consideration for certain corporate 
finance advisory services provided to PRIM.    
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The following discussion is management’s assessment and analysis of the results and financial condition of NNZ 
Consulting Corp. (the “NNZ” or “Company”), and should be read in conjunction with the accompanying audited 
consolidated financial statements and related notes. The preparation of financial data is in accordance with International 
Financial Reporting Standards (“IFRS”) and all figures are reported in Canadian dollars unless otherwise indicated.  
  
Certain information included in this discussion may constitute forward looking statements. Forward looking statements are 
based on current expectations and entail various risks and uncertainties. These risks and uncertainties could cause or 
contribute to actual results that are materially different from those expressed or implied. The effective date of this report is 
November 8, 2019. 
 

Description of Business 
 
The Company was incorporated on April 12, 2019 under the Business Corporations Act (British Columbia). The Company 
was formed as an investment holding company for the purpose of acquiring a cannabis asset and listing on a Canadian 
stock exchange. The Company conducted extensive research on various jurisdictions and identified Colombia as an ideal 
location for the cultivation of non-psychoactive cannabis for the production of cannabidiol (“CBD”) and CBD-infused 
products. 
 
The head office of the Company is located at Suite 1803, 888 Pacific Street, Vancouver, British Columbia, V6Z 2S6, and 
its registered office is located at 10th Floor, 595 Howe Street, Vancouver, British Columbia, V6C 2T5. 
 
In June 2019, NNZ completed a financing for gross proceeds of $500,000 by issuing 25,034,900 common shares at a 
price of $0.02 per share. 
 
On June 12, 2019, NNZ completed its purchase of Ihuana S.A.S. (“Ihuana”), a Colombian company incorporated on 
January 25, 2017 (See Acquisition of Ihuana note below). 
 
Through Ihuana, the Company holds a 100% interest in a non-psychoactive cannabis license issued by the Ministry of 
Justice of Colombia for the production of grain and seeds for sowing, the fabrication of derivatives and other industrial 
purposes. 
 
In October 2019, the Company entered into a share purchase agreement with Primary Energy Metals Inc. (“PRIM”) for the 
acquisition of NNZ (the “Transaction”) for consideration of 39,997,500 common shares of PRIM to be issued to existing 
shareholders of NNZ (See Subsequent Events note below). 
 
There were no off-balance sheet arrangements and proposed transactions as at June 30, 2019 and the date of this report. 
    
Subsequent Event 
 
In October 2019, PRIM and NNZ entered into a share purchase agreement pursuant to which PRIM will acquire all of the 
issued and outstanding shares of NNZ in consideration for 39,997,500 shares of PRIM on a one-for-one basis.  After the 
completion of the agreement, the original shareholders of NNZ will hold 50.1% of the total shares of the resulting issuer 
(the “Resulting Issuer”). Accordingly, NNZ will be considered to have acquired PRIM with the agreement being accounted 
for as a reverse takeover of PRIM by NNZ shareholders (the “RTO”). The legal acquisition of PRIM by NNZ constitutes as 
a reverse asset acquisition as PRIM does not meet the definition of a business and its main attribute is its public listing. 
Pursuant to the Transaction, 4,000,000 common shares will be issued as finders’ fee shares to certain arms’-length third 
parties who assisted in introducing the Transaction and 800,000 common shares will be issued as advisory fee shares to 
a contractor, as consideration for certain corporate finance advisory services provided to PRIM.    
 
Acquisition of Ihuana 
 
On June 12, 2019, pursuant to a share purchase agreement (the “Agreement”) entered with Ihuana, the Company issued 
7,999,000 common shares at a price of $0.02 per share to acquire all of the outstanding shares of Ihuana. 

 
On June 12, 2019, pursuant to a consulting agreement (the “Consulting Agreement”) entered with 1211782 B.C. Ltd. 
(“1211782”), the Company issued 6,963,500 common shares at a price of $0.02 per share and paid $335,650 (US$ 
250,000) in consideration for services rendered in assisting the purchase of Ihuana.  
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The transaction has been accounted for as acquisition of assets and assumed liabilities. The consideration of $634,900 
paid by the Company has been allocated to the assets and liabilities acquired based on their relative fair value on the date 
of the acquisition. 
 
The following table summarizes the allocation of the purchase price to the fair value of the assets acquired and liabilities 
assumed at the date of acquisition. 

 
Consideration paid:
Fair value of shares issued 299,250$           
Cash paid for transaction costs 335,650             

634,900             

Net assets of Ihuana acquired:
Intangible assets - license 634,923             
Amounts payable and accrued liabilities (23)                     

634,900             

634,900$            
 
Colombia Operations 
 
License 
 
Through Ihuana, the Company currently holds the “Cannabis Non-Psychoactive Cultivation License” (the “Colombian 
License”), which is granted by the Colombia Ministry of Justice in April 2018 and is intended for authorizing production 
and cultivation of cannabis grain, derivatives fabrication, industrial or scientific purposes, or for storage and final 
disposition. The Colombian License grants NNZ the right to cultivate non-psychoactive cannabis plans for: (a) seed 
sowing production; (b) crops; and (c) scientific purposes. In addition, it grants the Company the right to manufacture and 
export non-psychoactive cannabis derivatives and extracts. NNZ is not subject to any quotas for production under the 
Colombian License. 
 
Duration of License 
 
The Colombian government grants the Colombian License, when the applicant fulfills the general criteria described in the 
article 2.8.11.2.1.5 of the Decree, and the specific requirements for each type of license. The license validity is up to five 
(5) years. The Colombian government maintains the right to monitor the activities performed by the corresponding 
licensee. 
 
Approval from Instituto Colombiano Agropecuario (Colombian Agricultural Institute) 
 
NNZ has received approval from the Instituto Colombiano Agropecuario or the Colombian Agricultural Institute (the “ICA”), 
which means that the Company has been certified to begin cultivating non-psychoactive cannabis as soon as construction 
is complete. NNZ has one registered cultivar with the ICA, which is “IH1”. 
 
Lease 
 
As at the date of this report, the Company has entered into a lease agreement for the Guasca land effective July 1, 2019. 
NNZ has specifically located its cultivation and operations in close proximity to a free trade zone. The land intended to be 
licensed is 2.5 hectares of flat, cleared grass fields located in the town of Guasca, approximately 55 km or 1.5 hours from 
Bogota, the capital city of Colombia. The location allows for quick access to Colombia’s largest business center and is in a 
safe and secure area. The lease payment is expected to be COP 10,000,000 (or approximately $3,900) per month, 
expiring in May 2024, with a renewal option. 
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Overall Performance and Results of Operations 
 
Total assets as at June 30, 2019 was $738,237, consisting of cash of $103,314 and intangible asset of $634,923. The 
change in cash during the period ended June 30, 2019, was primarily the result of $61,013 used in operating activities, 
$335,650 paid as consideration for Ihuana, and $500,000 received on shares issued. 
 
Period ended June 30, 2019 and 2018 
 
The Company recorded a net loss and comprehensive loss of $144,359 for the period ended June 30, 2019. The loss for 
the period was primarily attributable to: 
 

 Advisory and consulting expenses of $87,520 which consisted primarily of due diligence expenses related to the 
acquisition of Ihuana; and 
 

 Professional fees of $54,860 which consisted primarily of legal fees related to the acquisition of Ihuana. 
 
Liquidity and Capital Resources 
 
As at June 30, 2019, the Company had working capital of $19,968. As stated in the Subsequent Events note, the 
Company has entered into a transaction to adequately fund the planned operations of the Company over the next 12 
months. There is no assurance that the Company will complete the transaction. These circumstances may cast doubt on 
the Company’s ability to continue as a going concern. 
  
The Company has no bank debt or banking credit facilities in place. 
 
The Company currently has no revenues from operations. 
 
Summary of Results 
 
The following table summarize the Company’s financial information for the period in accordance with IFRS: 
 

Period from incorporation on 
  April 12, 2019 to June 30, 2019
Revenue   $                -  
Loss for the period          (144,359)
Basic and diluted loss per share               (0.01)

 
Outstanding Share Data 
 
As at June 30, 2019 and the date of this report, there were 39,997,500 common shares and nil warrants and options 
issued and outstanding. 
 
Related Party Transactions 
 
Key management personnel include persons having the authority and responsibility for planning, directing, and controlling 
the activities of the Company as a whole. 

 
There were no related party transactions during the period from incorporation on April 12, 2019 to June 30, 2019. As at 
June 30, 2019, there was $nil owing to related parties. 
 
Critical Accounting Policies and Estimates 

The Company has prepared the accompanying financial statements in accordance with IFRS. Significant accounting 
policies, except as described below, are described in Note 2 of the Company’s financial statements as at and for the 
period ended June 30, 2019. 
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The preparation of 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 financial statements and the reported amounts of expenses during the reporting period. Actual outcomes 
could differ from these estimates. 
 
Recent Accounting Standards 
 
Certain new standards, interpretations, amendments and improvements to existing standards were issued by the IASB or 
IFRIC that are mandatory. The following have been adopted by the Company: 

 
 IFRS 16 – Leases: New standard to establish principles for recognition, measurement, presentation and disclosure 

of leases with an impact on lessee accounting, effective for annual periods beginning on or after January 1, 2019. 
The Company completed an assessment and concluded that there are no significant changes to its financial 
statements from adopting this new standard. 

 
 IFRIC 23 – Uncertainty over Income Tax Treatments: This standard was issued by the IASB in June 2017 and 

specifies the interpretation to be applied to the determination of taxable profit, tax bases, unused tax losses, unused 
tax credits and tax rates, when there is uncertainty over income tax treatments under IAS 12. IFRIC 23 is effective 
for annual periods beginning on or after January 1, 2019 with early adoption permitted. The Company completed an 
assessment and concluded that there are no significant changes to its financial statements from adopting this new 
standard. 

 
Risks and Uncertainties 
 
Completion of the RTO and Canadian Securities Exchange (the “CSE”) Approval 

The completion of the RTO is subject to several conditions precedent.  There can be no assurances that the RTO will be 
completed on the terms set out in the Share Exchange Agreement as negotiated, or at all.  In the event that any of the 
conditions precedent are not satisfied or waived, the RTO may not be completed.  In addition, there is no guarantee that 
the Resulting Issuer will be able to satisfy the requirements of the CSE such that it will issue the CSE approval.  
 
License 
 
The licensing and regulations around the licensing, may change based on the legislation in the Colombian government. 
As this is a new industry, the government may decide to revise laws currently in place in Colombia. The Company cannot 
predict the nature of any future laws, regulations, interpretations or applications, nor can it determine what effect 
additional governmental regulations or administrative policies and procedures, when and if promulgated, could have on 
the Company’s business. 
 
The Company’s ability to grow, store and sell hemp and CBD Products in Colombia is dependent on the Company’s ability 
to sustain or obtain the necessary licences and authorizations by certain authorities in Colombia, including, but not limited 
to, the Colombian Licence. The licences and authorizations are subject to ongoing compliance and reporting 
requirements, and the ability of the Company to obtain, sustain or renew any such licences and authorizations on 
acceptable terms is subject to changes in regulations and policies and to the discretion of the applicable authorities or 
other governmental agencies in foreign jurisdictions. Failure to comply with the requirements of the licences or 
authorizations or any failure to maintain the licences or authorizations would have a material adverse impact on the 
business, financial condition and operating results of the Company. Although the Company believes that it will meet the 
requirements to obtain, sustain or renew the necessary licences and authorizations, there can be no guarantee that the 
applicable authorities will issue these licences or authorizations. Should the authorities fail to issue the necessary licences 
or authorizations, the Company may be curtailed or prohibited from the production or distribution of cannabis or from 
proceeding with the development of its operations as currently proposed and the business, financial condition and results 
of the operation of the Company may be materially adversely affected. 
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Financial Instruments and Other Instruments 
 
The Company's risk exposures and the impact on the Company's financial instruments are summarized below. 

 
Fair value 
 
IFRS 13 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. 
The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities and 
the lowest priority to unobservable inputs. The three levels of the fair value hierarchy are as follows: 

 
 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 (i.e.: As prices) 

or indirectly (i.e.: derived from prices); and 
 Level 3: Inputs that are not based on observable market data. 
 

The fair value of cash is measured using Level 1 inputs. The carrying values of amounts payable and accrued liabilities 
approximate their respective fair values due to the short-term nature of these instruments.  
 
Financial risk management 

 
 Credit risk 

Credit risk is the risk of an unexpected loss if a customer or third party to financial instruments fails to meet its 
contractual obligations. The Company’s exposure to credit risk includes cash. 
 
The Company’s cash is held at a large Canadian financial institution in interest bearing accounts. The Company 
has no investments in asset-backed commercial paper. 
 
The Company’s maximum exposure to credit risk is the carrying value of its financial assets. 
 
Management believes that the credit risk related to its cash is negligible. 
 

 Liquidity risk 
Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments associated with 
financial instruments. The Company manages liquidity by maintaining adequate cash balances to meet liabilities as 
they become due. 
 
The Company maintained sufficient cash at June 30, 2019 in the amount of $103,314 in order to meet short-term 
operating requirements. At June 30, 2019, the Company had amounts payable and accrued liabilities of $83,346. 
All amounts payable and accrued liabilities are current. 
 

 Market risk 
The significant market risks to which the Company is exposed are interest rate risk and currency. 
 
Interest rate risk 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company holds cash in accounts with variable interest rates, and currently 
does not carry variable interest-bearing debt.  It is management’s opinion that the Company is not exposed to 
significant interest rate risk. 
 
Currency risk 
The Company is exposed to currency risk to the extent that monetary assets and liabilities held by the Company 
are not denominated in Canadian dollars. The Company has not entered into any foreign currency contracts to 
mitigate this risk. 
 
As at June 30, 2019, the Company’s cash, amounts payable and accrued liabilities are held in Canadian Dollars. 
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Management’s Report on Internal Control over Financial Reporting 
 
In connection with National Instrument (“NI”) 52-109 (Certification of Disclosure in Issuer’s Annual and Interim Filings) 
adopted in December 2008 by each of the securities commissions across Canada, the Chief Executive Officer and Chief 
Financial Officer of the Company will file a Venture Issuer Basic Certificate with respect to the financial information 
contained in the audited consolidated financial statements and respective accompanying Management’s Discussion and 
Analysis. 
 
The Venture Issuer Basic Certification does not include representations relating to the establishment and maintenance of 
disclosure controls and procedures and internal control over financial reporting, as defined in NI 52-109. 
 
Outlook 
 
The Company is currently working towards completing the RTO.  
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Primary Energy 
Metals Inc.

June 30, 2019

NNZ Consulting 
Corp.

June 30, 2019 Note 3

Pro Forma 
Adjustments Consolidated

Unaudited Audited

Current assets

Cash  $             915,332  $             103,314 a  $         3,658,875 $           4,425,685 

b               (251,836)

Amounts receivable                   10,317                             -                            -                   10,317 

Prepaid expenses and deposits                     5,000                             -                            -                     5,000 

Assets held for sale                   30,000                             -                            -                   30,000 

Total current assets                 960,649                 103,314             3,407,039              4,471,002 

Intangible asset                             -                 634,923                            -                 634,923 

Total assets  $             960,649  $             738,237  $         3,407,039 $           5,105,925 

Liabilities

Current liabilities

Amounts payable and accrued liabilities                 369,360                   83,346                            -                 452,706 

Due to related parties                     8,250                             -                            -                     8,250 

Loan payable                   25,000                             -                            -                   25,000 

Total current liabilities                 402,610                   83,346                            -                 485,956 

Total liabilities  $             402,610  $               83,346  $                        - $              485,956 

Share capital              5,177,566                 799,250 a             3,658,875            12,719,970 

b               (251,836)

b                 (25,923)

c                125,000 

d            (5,177,566)

d             8,414,604 

Equity reserve                 865,657                             - b                  25,923                   25,923 

d               (865,657)

Deficit            (5,485,184)               (144,359) c               (125,000)             (8,125,924)

d             5,485,184 

d            (7,856,565)

 $             558,039  $             654,891  $         3,407,039 $           4,619,969 

 $             960,649  $             738,237  $         3,407,039 $           5,105,925 

Equity

Total equity

Total liabilities and equity

Assets
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Primary Energy 
Metals Inc.

June 30, 2019

NNZ Consulting 
Corp.

June 30, 2019 Note 3

Pro Forma
Adjustments Consolidated

Expenses

Advisory and consulting  $             183,387  $               87,520 c  $            125,000  $              395,907 

Interest and bank charges                     2,233                          21                          -                        2,254 

Office, rent and miscellaneous                   21,508                     1,958                          -                      23,466 

Professional fees                   50,885                   54,860                          -                    105,745 

Property investigation cost                     3,859                           -                            -                        3,859 

Regulatory and transfer agent                   17,029                           -                            -                      17,029 

Salaries and benefits                     4,000                           -                            -                        4,000 

Travel                   68,364                           -                            -                      68,364 

              (351,265)               (144,359)               (125,000)                (620,624)

Exploration tax credit                   25,273                           -                            -                      25,273 

Finance expense

Listing expense                           -                             -   d            (7,856,565)             (7,856,565)

Net loss and comprehensive loss  $           (325,992)  $           (144,359)  $        (7,981,565)  $         (8,451,916)

Pro forma - basic and dilluted loss per share:  $                  (0.21)

Weighted average common shares outstanding - basic and diluted:             39,997,500 
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Primary Energy 
Metals Inc.

December 31, 
2018

NNZ Consulting 
Corp.

December 31, 
2018 Note 3

Pro Forma
Adjustments Consolidated

Expenses

Advisory and consulting  $             489,544  $                         - c  $            125,000  $              614,544 

Interest and bank charges                   11,360                           -                            -                      11,360 

Off ice, rent and miscellaneous                   48,162                           -                            -                      48,162 

Professional fees                 110,343                           -                            -                    110,343 

Property investigation cost                   33,785                           -                            -                      33,785 

Regulatory and transfer agent                   36,960                           -                            -                      36,960 

Share-based payment                 498,098                           -                            -                    498,098 

Travel                 162,750                           -                            -                    162,750 

           (1,391,002)                           -                 (125,000)             (1,516,002)

Impairment of mineral property interest            (3,554,576)                           -                            -               (3,554,576)

Finance expense

Listing expense                           -                             -   d            (7,856,565)             (7,856,565)

Net loss and comprehensive loss  $        (4,945,578)  $                         -  $        (7,981,565)  $       (12,927,143)

Pro forma - basic and dilluted loss per share:  $                  (0.32)

Weighted average common shares outstanding - basic and diluted:             39,997,500 
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1. BASIS OF PRESENTATION 
 
The accompanying unaudited pro forma consolidated financial statements of Mota Ventures Corp. (formerly 
Primary Energy Metals Inc.) (“PRIM” or the “Company”) have been prepared by management in accordance 
with International Financial Reporting Standards (“IFRS”) under the assumption that the Company will be able 
to realize its assets and discharge its liabilities in the normal course of business rather than through a process 
of forced liquidation.  
 
These unaudited pro forma consolidated financial statements are derived from information from the financial 
statements of PRIM and NNZ Consulting Corp. (“NNZ”) using the same accounting policies as described in 
PRIM’s audited financial statements for the year ended December 31, 2018 and NNZ’s audited financial 
statements for the period from incorporation on April 12, 2019 to June 30, 2019, together with other information 
available to the Company. The unaudited pro forma consolidated financial statements have been compiled 
from the information derived from and should be read in conjunction with: 
 

 PRIM’s unaudited interim financial statements for the six months ended June 30, 2019; 
 PRIM’s audited financial statements as at December 31, 2018 and 2017, and for the years then ended; 

and 
 NNZ’s audited financial statements for the period from incorporation on April 12, 2019 to June 30, 

2019. 
 

The unaudited pro forma consolidated financial statements have been prepared for inclusion in the Listing 
Statement of PRIM dated November 29, 2019, whereby PRIM will merge with NNZ, and the resulting issuer 
will change its name to Mota Ventures Corp. (the “Resulting Issuer”).  The transaction is considered, from an 
accounting perspective, to be a reverse asset acquisition with NNZ acquiring the net assets of PRIM. 
 
The unaudited pro forma consolidated financial statements have been prepared for illustrative purposes only 
and may not be indicative of the combined entities’ financial position and results of operations that would have 
occurred if the acquisition had been in effect at the dates indicated or of results which may be obtained in the 
future. 
 
The unaudited pro forma consolidated financial statements include all adjustments necessary for the fair 
presentation, in all material respects, of the transactions described in Note 3 in accordance with IFRS applied 
on a basis consistent with PRIM and NNZ’s accounting policies. 
 
As at June 30, 2019, the functional and presentation currency of PRIM and NNZ was the Canadian dollar.  
Accordingly, these pro forma financial statements have been presented in Canadian dollar. 
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2. PROPOSED TRANSACTION 

 
PRIM and NNZ have entered into an agreement (the “Agreement”) pursuant to which PRIM will acquire all of 
the issued and outstanding shares of NNZ in consideration for shares of PRIM on a one-for-one basis.  After 
the completion of the Agreement, the original shareholders of NNZ will hold 49.5% of the total shares of the 
Resulting Issuer. Accordingly, NNZ is considered to have acquired PRIM with the Agreement being accounted 
for as a reverse takeover of PRIM by NNZ shareholders (the “RTO”). Although NNZ does not hold over 50% 
of the total shares of the Resulting Issuer, NNZ is considered to have control and be the acquiring entity, as 
the RTO fundamentally changes the nature of PRIM's business to that of NNZ’s. 
 
In connection with the RTO, PRIM completed a subscription receipt financing for gross proceeds of $3,658,875 
by issuing 12,196,249 subscription receipts (the “Subscription Receipt”) at a price of $0.30 per Subscription 
Receipt. Upon satisfaction of the Escrow Release Conditions, each Subscription Receipt will, for no additional 
consideration, automatically be converted into one unit of the Resulting Issuer (each, a “Conversion Unit”) 
upon the closing of the acquisition. Each Conversion Unit will consist of one common share of the Resulting 
Issuer (each, a “Conversion Share”) and one common share purchase warrant (each, a “Conversion Warrant”) 
with each Conversion Warrant entitling the holder thereof to purchase one additional common share (each, a 
“Conversion Warrant Share”) of the Resulting Issuer at a price of $0.50 per Conversion Warrant Share for a 
period of twenty-four months from their date of issue. 
 

3. PRO FORMA ASSUMPTIONS AND ADJUSTMENTS 
 
These pro forma consolidated financial statements give effect to the completion of the proposed transaction 
contemplated by the Agreement and subsequent amalgamation as if they had occurred on June 30, 2019 in 
respect of the pro forma consolidated statements of financial position as at June 30, 2019, and on January 1, 
2018 and January 1, 2019 with respect to the pro forma consolidated statements of loss and comprehensive 
loss for the year ended December 31, 2018 and six months ended June 30, 2019 respectively.   
 

a. Subscription receipt financing 
 
PRIM completed a private placement of $3,658,875 from the issuance of 12,196,249 Subscription 
Receipts, each of which will be converted to one share and one share purchase warrant of the Resulting 
Issuer on completion of the RTO.   
 

b. Transaction costs 
 
In connection with the Subscription Receipt financing, there are cash transaction costs of $251,836, of 
which $96,836 consisted of finders’ fees.  
 
4,000,000 shares and 800,000 shares at a price of $0.30 per share for a total value of $1,440,000 were 
issued as finders’ fees and advisory fees, respectively. This was recorded as share issue costs as an offset 
to share capital.  
 
322,786 share purchase warrants with a fair value of $25,923 were issued as finders’ warrants which is 
charged to equity reserve. The fair value of warrants is estimated at $25,923 using the Black-Scholes 
model. The assumptions used included a risk free interest rate of 1.52%, an estimated life of 2 years, 
an expected volatility of 75%, and a dividend yield of 0%. 
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3. PRO FORMA ASSUMPTIONS AND ADJUSTMENTS (CONTINUED) 
 

c. Consultant Fee 
 
Upon completion of the RTO, the Company shall settle the $125,000 fee owed to a consultant of the 
Company, through the issuance of 416,667 units (the “Units”) valued at $0.30 per Unit.  Each Unit shall 
consist of one common share of the Resulting Issuer and one share purchase warrant (each a “Warrant”), 
with each Warrant entitling the holder thereof to purchase one additional share of the Resulting Issuer (each 
a “Warrant Share”) at a price of $0.50 per Warrant Share for a period of twenty-four months from their date 
of issue. 

 
d. Reverse Takeover 

 
The legal acquisition of PRIM by NNZ constitutes as a reverse asset acquisition as PRIM does not meet 
the definition of a business and its main attribute is its public listing.  As consideration for 100% of the 
outstanding shares of PRIM, NNZ will issue 23,322,486 shares, estimated at $0.30 per share, the value of 
the concurrent financing, on a one for one basis to the shareholders of PRIM. In addition, NNZ will issue 
7,626,165 warrants, in exchange for previously outstanding warrants of PRIM, and 240,000 options, in 
exchange for previously outstanding options of PRIM with an average fair value estimated at $0.18 and 
$0.10 per warrant and option, respectively, using the Black-Scholes model. The assumptions used in the 
Black-Scholes model included a risk free interest rate of 1.52%, an estimated life of 0.7 to 4.3 years, an 
expected volatility of 75%, and a dividend yield of 0%. The total consideration of $8,414,604 will be 
allocated first to the fair value of the net assets acquired, with any excess to listing expense as follows: 

 

           
 
 
 
 
 
 
 
 
 
 

 

Consideration Amount

23,322,486 shares at a value of $0.30 per share 6,996,746$                      

7,626,165 warrants at a value of $0.18 per warrant 1,393,710                        

240,000 options at a value of $0.10 per option 24,148                              

8,414,604$                      

Net assets of PRIM

Cash 915,332                            

Other current assets 45,317                              

Total liabilities                            (402,610)

Net assets acquired 558,039$                         

Listing expense 7,856,565$                      
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4. PRO FORMA SHARE CAPITAL        
 

 
 

 
 

 
 
 
 

Note 3 Shares Share capital

Share capital, PRIM as at June 30, 2019 23,322,486           5,177,566$             

Shares of NNZ as at June 30, 2019 39,997,500           799,250                  

Subscription receipt financing a 12,196,249           3,658,875               

Finders' Fee shares b 4,000,000             1,200,000               

Advisory Fee shares b 800,000                240,000                  

Estimated costs of the transaction b                         -   (1,717,759)              

Consultant Fee shares c                 416,667 125,000                  

Reverse takeover with NNZ d                         -   3,237,038               

Pro forma share capital 80,732,902           12,719,970$           

Pro forma Warrants
Weighted average 

exercise price Expiry date
46,000                           1.00                      March 7, 2020

7,580,165                                            0.15 June 11, 2021
12,196,249                    0.50                      24 months at the closing of RTO

322,786                         0.50                      24 months at the closing of RTO
416,667                         0.50                      24 months at the closing of RTO

20,561,867                    0.37$                    

Pro forma Options
Weighted average 

exercise price Expiry date
40,000                                                 1.00 March 9, 2023

200,000                         0.85                      October 26, 2023
240,000                         0.88$                    
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SHARE PURCHASE AGREEMENT 

THIS AGREEMENT is dated as of the 4th day of November, 2019. 

AMONG: 

NNZ CONSULTING CORP., a company existing under the laws of British 
Columbia and having a registered office located at 10th Floor, 595 Howe 
Street, Vancouver, British Columbia, V6C 2T5 

(the “Company”) 

AND: 

THOSE SHAREHOLDERS OF THE COMPANY SET FORTH IN 
SCHEDULE “A” TO THIS AGREEMENT 

(collectively the “Vendors”) 

AND: 

PRIMARY ENERGY METALS INC., a company existing under the laws of 
British Columbia and having a registered office located at Suite 2200, 
HSBC Building, 885 West Georgia Street, Vancouver, British Columbia, 
V6C 3E8 

(the “Purchaser”) 

WHEREAS: 

A. The Company carries on the Business (as hereafter defined) and in connection 
therewith holds the Colombian Licence (as hereinafter defined); 

B. The Vendors are the registered and beneficial owners of all of the right, title and 
interest in and to the Vendors Shares (as hereafter defined) which in the aggregate, 
represent all of the issued and outstanding Company Shares; and 

C. The Vendors have agreed to sell to the Purchaser, and the Purchaser has 
agreed to purchase from the Vendors, the right, title and interest in and to all of the 
Vendors Shares pursuant to the terms and conditions of this Agreement; 

THEREFORE this Agreement witnesses that in consideration of the premises and 
mutual covenants contained herein, and other good and valuable consideration, the 
receipt and sufficiency of which is acknowledged by each party hereto, the parties agree 
as follows: 

1. Definitions and Interpretation 

1.1 In this Agreement and in the Schedules and the recitals hereto, the following 
expressions will have the following meanings unless the context otherwise requires: 
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(a) “Act” has the meaning ascribed thereto in section 3.2 of this Agreement. 

(b) “Adverse Interests” means any lien, charge, mortgage, hypothec, pledge, 
assignment, option, lease, sublease, right to possession, or other security 
interest, encumbrance or adverse right, restriction or interest of any nature 
or kind. 

(c) “Advisory Fee” means the 800,000 Shares granted to [Redacted: 
Confidential information regarding identity of advisor], an advisor to the 
Purchaser, with respect to the acquisition of the Company. 

(d) “Applicable Law” means: 

(i) any domestic or foreign statute, law (including common and civil 
law), code, ordinance, rule, regulation, restriction or bylaw; or 

(ii) any judgment, order, ruling, decision, writ, decree, injunction or 
award, 

of any governmental entity, statutory body or self-regulatory authority 
(including a stock exchange), to the extent that the same is legally binding 
on the person referred to in the context in which the term is used. 

(e) “Applicable Securities Laws” means the securities legislation and 
regulations of, and instruments, policies, rules, orders, codes, notices and 
interpretation notes of the applicable securities regulatory authorities of 
British Columbia. 

(f) “Books and Records” means all books, records, papers and files of the 
Company including research and development records, sales and 
advertising materials, purchase and sales correspondence, trade 
association files, lists of customers and suppliers, personnel and 
employment records, personal information (as such term is defined under 
applicable privacy laws), accounting and financial records and the minute 
and share certificate books of the Company, in whatever form including 
electronic, digital and other computer-related media, and all copies, 
recordings and archives of the foregoing. 

(g) “Business” means the business which, as of the date hereof, is currently 
carried on by the Company, consisting of, among other things, the 
development of greenhouses in Colombia for the cultivation of hemp and 
the production and distribution of CBD and CBD-based products. 

(h) “CBD” means cannabidiol, a non-psychoactive component of the cannabis 
plant. 

(i) “Closing” means the completion of the purchase and sale of all of the 
Vendors Shares and other transactions contemplated in this Agreement in 
accordance with the terms and conditions of this Agreement. 

(j) “Closing Date” means the date on which the Closing occurs. 
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(k) “Colombian Licence” means the licence held by Ihuana for non-
psychoactive cannabis issued by the Ministry of Justice of Colombia for 
the production of grain and seeds for sowing, the fabrication of derivatives 
and other industrial purposes (Resolution 0275 April 2, 2018).  

(l) “Company” means NNZ Consulting Corp., a corporation incorporated 
under the laws of the Province of British Columbia. 

(m) “Company Shares” means the common shares in the capital of the 
Company. 

(n) “Confidential Information” has the meaning ascribed thereto in section 
11.2 of this Agreement. 

(o) “Consents” means all consents, approvals and other authorizations 
required to be obtained in connection with the execution and delivery of 
this Agreement and the completion of the transactions contemplated 
herein, including, without limitation, the approval of the Exchange. 

(p) “Consideration Shares” means 39,997,500 Purchaser Shares issuable to 
the Vendors pursuant to the terms of this Agreement. 

(q) “Disclosure Documents” has the meaning ascribed thereto in section 
4.3(i) of this Agreement. 

(r) “Elected Amounts” has the meaning ascribed thereto in section 3.2 of 
this Agreement. 

(s) “Exchange” means the Canadian Securities Exchange. 

(t) “Ihuana” means Ihuana S.A.S., a wholly owned subsidiary of the 
Company and the holder of the Colombian License. 

(u) “Interim Period” has the meaning ascribed thereto in section 5.1 of this 
Agreement. 

(v) “Knowledge of the Company” means the knowledge of Nima Bahrami, 
after due enquiry. 

(w) “Knowledge of the Purchaser” means the knowledge of Joel Shacker, 
after due enquiry. 

(x) “Legal Proceeding” means any action, suit, claim, litigation, complaint, 
grievance, application, arbitration, inquiry, investigation, hearing or other 
civil, criminal, regulatory, or administrative proceeding or other similar 
proceeding, at law or in equity, before or by any court, agency, 
commission, tribunal, panel or other judicial, governmental or 
administrative body or authority and includes any appeal or review thereof 
and any application or leave for appeal or review. 
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(y) “Listing Statement” means the Exchange Form 2A Listing Statement 
prepared by the Purchaser to qualify its common shares for listing on the 
Exchange after its acquisition of NNZ;  

(z) “Material Adverse Effect” means an effect, change, event, occurrence, 
fact or circumstance that, individually or in the aggregate with another 
such effect, change, event, occurrence, fact or circumstance, is or would 
be reasonably expected to be material and adverse to the business, 
affairs, operations, property, assets, liabilities, financial condition, financial 
results, capital or prospects (financial or otherwise) of the Company or 
which would be reasonably expected to prevent in any material respect, 
materially delay or materially impair the ability of the respective parties to 
complete the transactions contemplated by this Agreement and to 
otherwise consummate the transactions contemplated in this Agreement, 
except any such effect resulting from or arising in connection with: 

(i) any adoption, implementation, proposal or change in applicable law 
or any interpretation thereof by any governmental entity; 

(ii) any change in global, national or regional political conditions 
(including the outbreak of war or acts of terrorism) or in national or 
global financial or capital markets or in general economic, business, 
political, regulatory or market conditions; 

(iii) any natural disaster; 

(iv) the announcement of this Agreement or any transactions 
contemplated herein, or otherwise contemplated by or arising as a 
result of the terms of this Agreement; 

provided, however, that with respect to clauses (ii) and (iii), such matter 
does not have a materially disproportionate effect on the Company, taken 
as a whole, relative to other comparable companies and entities operating 
in the industries in which the Company operates. 

(aa) “Order” means any order, writ, judgment, ruling, decree, decision, 
directive, injunction or award of any competent judicial, governmental or 
administrative body or authority. 

(bb) “Purchaser” means Primary Energy Metals Inc., a corporation existing 
under the laws of the Province of British Columbia. 

(cc) “Purchaser Financial Statements” has the meaning ascribed thereto in 
section 4.3(m) of this Agreement. 

(dd) “Purchaser Financing” has the meaning ascribed thereto in section 6.1(f) 
of this Agreement. 

(ee) “Purchaser Shares” means the common shares in the capital of the 
Purchaser. 
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(ff) “Reporting Jurisdictions” has the meaning ascribed thereto in section 
4.3(b) of this Agreement. 

(gg) “Securities Authorities” means the applicable securities commissions in 
the Provinces and Territories of Canada. 

(hh) “Vendors” means collectively, those shareholders of the Company set 
forth in Schedule “A” hereto. 

(ii) “Vendors Shares” means the Company Shares held by the Vendors, in 
the amounts set forth in Schedule “A” hereto. 

1.2 In this Agreement, unless something in the subject matter or context is 
inconsistent therewith: 

(a) the division of this Agreement into articles, sections and other subdivisions 
and the use of headings are for convenience only and are not intended to 
define, interpret or limit the scope, extent or intent of this Agreement; 

(b) all references in this Agreement to “articles”, “sections” and other 
subdivisions or Schedules are to the designated articles, sections or other 
subdivisions or Schedules of this Agreement; 

(c) the words “hereof”, “hereto”, “herein”, “hereby”, “herewith” and “hereunder” 
and other words of similar import refer to this Agreement as a whole and 
not to any particular article, section or other subdivision; 

(d) the word “or” is not exclusive and the word “including” is not limiting 
(whether or not non-limiting language is used with reference thereto); 

(e) the words “written” or “in writing” include printing, typewriting or any 
electronic means of communication capable of being visibly reproduced at 
the point of reception including telex, telegraph, telecopy, facsimile or e-
mail; 

(f) a “day” shall refer to a calendar day, and references to a “business day” 
shall refer to days on which banks are ordinarily open for business in 
Vancouver, British Columbia, other than a Saturday or a Sunday; in 
calculating all time periods the first day of a period is not included and the 
last day is included, and if a date is or a time period ends on a day which 
is not a business day, such date will be extended and the time period will 
be deemed to expire on the next business day; 

(g) all references to “$” or “dollars” are references to the lawful currency of 
Canada; 

(h) any reference to a statute is a reference to the applicable statute and to 
any regulations made pursuant thereto and includes all amendments 
made thereto and in force from time to time and any statute or regulation 
that has the effect of supplementing or superseding such statute or 
regulation; 
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(i) words importing individuals include bodies corporate and other artificial 
entities, and vice versa; words importing gender include the other gender; 
words importing one form of body corporate or artificial entity include all 
other forms of bodies corporate or artificial entities; and words importing 
the singular includes the plural, and vice versa; and 

(j) the rule of construction to the effect that any ambiguity is to be resolved 
against the drafting party shall not be applicable in the construction or 
interpretation of any of the terms and conditions of this Agreement. 

2. Purchase and Sale 

2.1 Subject to the terms and conditions of this Agreement, at the Closing, each 
Vendor shall sell, assign and transfer to the Purchaser, and the Purchaser shall 
purchase from each Vendor, all right, title and interest in and to their respective Vendors 
Shares (which in the aggregate, represent all of the issued and outstanding Company 
Shares), free and clear of all Adverse Interests. 

2.2 In consideration for the Vendors Shares, the Purchaser shall issue the 
Consideration Shares to the Vendors, in the amounts indicated in Schedule “A” hereto. 

2.3 The Vendors hereby acknowledge that 14,962,500 Consideration Shares issued 
in connection with the transactions contemplated in this Agreement will be subject to the 
terms of an escrow arrangement, during which time the Vendors will be prohibited from 
trading the Consideration Shares.  Those Vendors and Consideration Shares which will 
be subject to the escrow arrangement are as set forth in Schedule “A” to this 
Agreement.  The Consideration Shares will be release from the escrow agreement over 
a thirty-six (36) month period, with ten percent (10%) of the Consideration Shares 
released upon Closing, and a further fifteen percent (15%) every six (6) months 
thereafter.  The Vendors further acknowledge that certificates evidencing the 
Consideration Shares issued under this Agreement may be legended to reflect the 
application of the escrow arrangement, and further covenant to enter into a customary 
escrow agreement, substantially in the form required under NI 46-201 – Escrow for 
Initial Public Offerings to give effect to these restrictions. 

3. Additional Covenants 

3.1 Each of the parties hereto shall, in good faith, use all commercially reasonable 
efforts to: 

(a) conduct their business and affairs in a manner such that its respective 
representations and warranties made by it herein remain true prior to 
Closing, and to promptly notify the other parties should any representation 
and warranty made by it herein cease to be true; 

(b) perform and observe the covenants made by it herein; 

(c) fully cooperate with and assist the Purchaser in obtaining any required 
Consents, including the approval of the Exchange; 
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(d) fully cooperate with the Vendors to file tax elections, to the extent 
requested by the Vendors, to ensure that the sale of the Vendors Shares, 
occurs on a fully tax-deferred basis; and 

(e) perform and observe matters required to satisfy any other conditions 
precedent to the completion of the transactions contemplated by this 
Agreement. 

3.2 It is intended that the transfers of the Vendors Shares hereunder be on a tax-
deferred basis to the Vendors for purposes of the Income Tax Act (Canada) (the “Act”) 
and applicable provincial income tax statutes.  In order to give effect to this intention, 
the Vendors and the Purchaser shall, in a timely manner, jointly execute and file 
elections under section 85 of the Act in prescribed form and elections in prescribed form 
under the corresponding provisions of applicable provincial income tax statutes in 
respect of the transfers hereunder of the Vendors Shares. The elected amounts (the 
“Elected Amounts”) for purposes of each such election will be determined by the 
Vendors in a manner consistent with the above-described intention.  

4. Representations and Warranties 

4.1 Each of the Vendors severally and not jointly or jointly and severally represents 
and warrants to the Purchaser, and acknowledges that the Purchaser is relying on such 
representations and warranties, that as of the date of this Agreement and the Closing: 

(a) it has the legal power and capacity and has taken all necessary action and 
has obtained all necessary approvals to enter into and execute this 
Agreement and to carry out its obligations hereunder; 

(b) it has duly executed this Agreement and this Agreement constitutes a 
legal, valid and binding obligation of it enforceable against it in accordance 
with the Agreement’s terms; 

(c) neither the execution and delivery of this Agreement nor the 
consummation of the transactions contemplated herein by the Vendors will 
constitute or result in a breach of or default under, or create a state of 
facts which after notice or lapse of time or both will constitute or result in a 
breach of or default under, or will otherwise conflict with (i) any indenture, 
agreement or instrument to which it is a party or by which it is bound, or (ii) 
any Applicable Laws or orders, rulings or other judgments or decisions of 
a court or regulatory authority having jurisdiction over it; 

(d) it is the registered holder and beneficial owner of all of the right, title and 
interest in and to its respective Vendors Shares as indicated in Schedule 
“A” hereto; it has good and marketable title to such Vendors Shares free 
and clear of all Adverse Interests; it holds no other shares in the capital of 
the Company other than such Vendors Shares; and it holds no right, 
privilege, option, warrant or agreement to purchase or otherwise acquire, 
directly or indirectly, any other shares in the capital of the Company; 
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(e) no person has any right, privilege, option, warrant or agreement, 
contingent or otherwise, or any of the foregoing capable of become any 
right, privilege, option, warrant or agreement, to purchase or otherwise 
acquire, directly or indirectly, any of its respective Vendors Shares or any 
interest or entitlement therein (other than as provided by this Agreement); 

(f) other than as a result of the transactions contemplated herein, it is not a 
party to any unanimous shareholders agreement, escrow agreement, 
pooling agreement, voting trust or similar arrangements or obligations in 
respect of its respective Vendors Shares or any other securities of the 
Company; and 

(g) none of the Vendors has any information or knowledge of any facts 
relating to the Company (including but not limited to the Vendors Shares, 
the Business or the assets of the Company) which if known to the 
Purchaser would or might reasonably be expected to deter the Purchaser 
from completing the transactions contemplated herein and hereby, and 
none of the foregoing representations and warranties and no documents 
furnished by or on behalf of the Vendors to the Purchaser in connection 
herewith or hereunder, contains any untrue statement of material fact or 
omits to state any material fact that the party knew or ought to have known 
is necessary to make any such representation or warranty not misleading 
to a prospective purchaser of the Vendors Shares seeking full information 
as to the Vendors Shares, the Company and its business and affairs. 

4.2 The Company represents and warrants to the Purchaser and acknowledges that 
the Purchaser is relying on such representations and warranties, that as of the date of 
this Agreement and the Closing: 

(a) the Company is duly formed, validly existing and in good standing under 
the laws of its jurisdiction of formation; 

(b) the Company has the corporate power and capacity and has taken all 
necessary corporate action and has obtained all necessary approvals to 
own its assets and to enter into and execute this Agreement and to carry 
out its obligations hereunder; 

(c) the Company has duly executed this Agreement and this Agreement 
constitutes a legal, valid and binding obligation of it enforceable against it 
in accordance with the Agreement’s terms except that (i) enforceability 
may be limited by bankruptcy, insolvency or other laws affecting creditors' 
rights generally; (ii) equitable remedies, including the remedies of specific 
performance and injunctive relief, are available only in the discretion of the 
applicable court; (iii) rights of indemnity and contribution hereunder may 
be limited under applicable law; and (iv) a court may stay proceedings 
before them by virtue of equitable or statutory powers; 

(d) provided the conditions to Closing, as set out in section 6.3 hereof, are 
satisfied, neither the execution and delivery of this Agreement nor the 
consummation of the transactions contemplated herein will constitute or 
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result in a breach of or default under, or create a state of facts which after 
notice or lapse of time or both will constitute or result in a breach of or 
default under, or will otherwise conflict with (i) any of the Company’s 
constituting documents or any resolutions of its directors, shareholders or 
other stakeholders, (ii) any indenture, agreement or instrument to which 
the Company is a party or by which it is bound (or otherwise cause a 
forfeiture of rights or accelerate any performance required thereby), or (iii) 
any Applicable Laws or orders, rulings or other judgments or decisions of 
a court or regulatory authority having jurisdiction over the Company; in 
each case that may result in a Material Adverse Effect; 

(e) the Colombian Licence is in good standing with all applicable government 
authorities and the Company is not in breach or default of any of its 
obligations thereunder and is entitled to all the rights and benefits 
thereunder, and there are no actual, pending, contingent or, to the 
Knowledge of the Company, threatened Legal Proceedings which may 
result in the revocation, cancellation, suspension or modification of the 
Colombian Licence; 

(f) the operations of the Company and the Business have been conducted in 
all material respects in compliance with all Applicable Laws of each 
jurisdiction in which the Company owns or leases property, or assets, or 
carries on business, in accordance with industry standards and otherwise 
in a good and workmanlike manner, and the Company has not received 
any notice of and knows of no state of facts which would constitute or 
result in any such violation of any such laws; 

(g) the Company has obtained and is in possession of all material 
registrations, licenses, permits, authorizations, approvals, consents and 
other qualifications which are required under Applicable Laws to carry on 
the Business, including with respect to the Colombian License, is not in 
breach or default of any of its obligations thereunder and is entitled to all 
the rights and benefits thereunder, and, to the Knowledge of the 
Company, there exists no state of facts which would constitute or result in 
any such breach or default or otherwise have or cause a Material Adverse 
Effect to the Company or the Business, and there are no actual, pending, 
contingent or, to the Knowledge of the Company, threatened Legal 
Proceedings which may result in the revocation, cancellation, suspension 
or modification of the Colombian License; 

(h) the Company’s authorized capital consists of an unlimited number of 
common shares, of which 39,997,500 are validly issued and outstanding; 

(i) all of the Company Shares are held by the Vendors in proportions set out 
in Schedule “A” hereto; all of the issued and outstanding Company Shares 
are fully paid and non-assessable securities in the capital of the Company, 
and the Company has not made, declared or authorized any dividend or 
other distribution on the Company Shares or purchased or redeemed or 
agreed to purchase or redeem any of the Company Shares; 
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(j) no person shall have any right, privilege, option, warrant or agreement, 
contingent or otherwise, or any of the foregoing capable of become any 
right, privilege, option, warrant or agreement, to purchase or otherwise 
acquire from the treasury of the Company, directly or indirectly, any 
Company Shares or any other shares in the capital of the Company; 

(k) it is not a party to any unanimous shareholders agreement, escrow 
agreement, pooling agreement, voting trust or similar arrangements or 
obligations in respect of the Company Shares or any other securities of 
the Company; 

(l) the Company is the recorded and beneficial owner in and to all of the right, 
title and interest in and to the assets currently held by the Company, and 
has good and marketable title thereto free and clear of any actual, 
pending, contingent or, to the Knowledge of the Company, threatened 
Adverse Interests, including without limitation any unregistered 
encumbrances and any Legal Proceeding challenging or adversely 
affecting title to or quiet and exclusive possession, use and enjoyment of 
those assets, and no person has any right, privilege, option or agreement, 
contingent or otherwise, or any of the foregoing capable of become any 
right, privilege, option or agreement, to purchase or otherwise acquire, 
directly or indirectly, any assets or any interest or entitlement therein; 

(m) without limiting the foregoing, as of the Closing Date, the Company has 
the sole and exclusive right to use the intellectual property presently used 
by the Company in connection with the Business, free and clear, of any 
actual, pending, contingent or, to the Knowledge of the Company, 
threatened Adverse Interests including without limitation any Legal 
Proceeding challenging or adversely affecting its right to use any such 
intellectual property, and for greater certainty none of such intellectual 
property is licensed to any other person or, to the Knowledge of the 
Company, infringes any rights owned or held by any other person; no 
royalty payments, license fees or other charges are payable with respect 
to such intellectual property and no other person has made, threatened or 
otherwise has any grounds for any claim of any sort against the Company 
in respect of such intellectual property; 

(n) the Company has not guaranteed and is not otherwise liable for the 
indemnification, assumption, endorsement or like commitment with 
respect to the debts, liabilities or obligations (contingent or otherwise) of 
any other person; 

(o) the audited financial statements of the Company for the period from 
incorporation on April 12, 2019 through to June 30, 2019 accurately 
disclose the debts and liabilities of the Company, whether absolute, 
accrued, contingent or otherwise, and the Company has not, since June 
30, 2019, incurred any expenses, debts, liabilities or obligations whether 
absolute, accrued, contingent or otherwise, except in the ordinary course 
of business consistent with past practice and are not, in the aggregate, 
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material and adverse to the Company and on commercially reasonable 
terms;  

(p) a complete and accurate list and description of all material agreements 
(the “Company Material Agreements”) to which the Company is a party 
or by which the Company is bound is set forth in Schedule “B” hereto; and 
the Company Material Agreements have been duly executed and 
delivered by the parties thereto and constitute a legal, valid and binding 
obligation of the parties thereto enforceable against them in accordance 
with the respective Material Agreement's terms except that: 

(i) enforceability may be limited by bankruptcy, insolvency or other 
laws affecting creditors' rights generally; 

(ii) equitable remedies, including the remedies of specific performance 
and injunctive relief, are available only in the discretion of the 
applicable court; 

(iii) rights of indemnity and contribution hereunder may be limited under 
Applicable Law; and 

(iv) a court may stay proceedings before them by virtue of equitable or 
statutory powers; 

and neither the execution and delivery of any of the Company Material 
Agreements nor the consummation of the transactions contemplated 
therein will constitute or result in a breach of or default under, or create a 
state of facts which after notice or lapse of time or both will constitute or 
result in a breach of or default under, or will otherwise conflict with: 

(i) the Company’s constituting documents or any resolutions of its 
directors, shareholders or other stakeholders; 

(ii) any indenture, agreement or instrument to which the Company is a 
party or by which it is bound; or 

(iii) to the Knowledge of the Company, any Applicable Laws or orders, 
rulings or other judgments or decisions of a court or regulatory 
authority having jurisdiction over the Company; 

and the Company Material Agreements are in full force and effect and in 
good standing, the Company has duly performed and observed its 
obligations under the Company Material Agreements in all material 
respects and is entitled to all the rights and benefits thereunder, to the 
Knowledge of the Company neither the Company nor the other parties to 
the Company Material Agreements are in breach or default of any or their 
obligations thereunder and, to the Knowledge of the Company, there 
exists no state of facts which after notice or lapse of time or both would 
constitute or result in any such breach or default or otherwise have or 
cause a Material Adverse Effect to the Company or the Business, and 
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there are no disputes between the Company and any other party to the 
Company Material Agreements with respect to the terms and conditions of 
any such Company Material Agreements; 

(q) the Company has filed in a timely manner all necessary tax returns and 
notices and has paid all applicable taxes of whatsoever nature for all tax 
years prior to the date hereof to the extent that such taxes have become 
due or have been alleged to be due and has established an adequate 
reserve for taxes as they become due, and, to the Knowledge of the 
Company, there are no tax deficiencies or penalties or interest accrued or 
accruing or alleged to be accrued or accruing thereon where, in any of the 
above cases, it might reasonably be expected to result in a Material 
Adverse Effect, and there are no agreements, waivers or other 
arrangements providing for an extension of time with respect to the filing 
of any tax return by the Company or the payment of any material tax, 
charge, levy, fine, penalty or interest against the Company, and there are 
no material actions, suits, claims, investigations, hearings or other 
proceedings pending or, to the Knowledge of the Company, threatened 
against the Company which would reasonably be expected to result in a 
material liability in respect of taxes, charges, levies, fines, penalties, 
interest, assessments or reassessments or any matters under discussion 
with any judicial, governmental or administrative body or authority relating 
to taxes, charges, levies, fines, penalties, interest, assessments or 
reassessments asserted by any such body or authority; 

(r) other than the executive officers of the Company, the Company has no 
employees or consultants, and there are no liabilities owing to former 
employees and consultants; 

(s) the Company has fulfilled all requirements under applicable laws with 
respect to all required deductions and withholding of amounts from any 
former employees and consultants and has remitted all such deductions 
and withheld amounts to the appropriate authorities at the prescribed 
times; 

(t) the financial records of the Company are complete and accurate in all 
material respects and present fairly the financial condition, financial 
performance and cash flows of the Company, as at the date and for the 
periods indicated therein;  

(u) there are no actual, pending, contingent or, to the Knowledge of the 
Company, threatened Legal Proceedings which, individually or in the 
aggregate, would reasonably be expected to have a Material Adverse 
Effect on the Company; 

(v) the Company is not subject to any cease trade or other Order of any 
applicable securities regulatory authority or stock exchange and, to the 
Knowledge of the Company, no Legal Proceedings involving the Company 
which may operate to prevent or restrict trading of any securities of the 
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Company or otherwise prevent or restrict the completion of the 
transactions contemplated herein are currently in progress, pending, 
contingent or threatened before any applicable securities regulatory 
authority or stock exchange; 

(w) the Company is not insolvent under any applicable laws and there is no 
bankruptcy, liquidation, dissolution, winding-up or other similar proposal or 
proceeding or other Legal Proceeding in progress, pending, contingent or, 
to the Knowledge of the Company, threatened by or against the Company, 
before any judicial, governmental or administrative body or authority in 
respect of the foregoing, or in respect of any general assignment, 
arrangement or compromise with creditors or appointment of a receiver or 
manager with respect to any of its assets or execution or distress levied 
upon any of its assets; 

(x) the Books and Records of the Company have been maintained in 
accordance with all applicable statutory requirements and are complete in 
all material respects, accurate and up-to-date in all material respects and 
contain and accurately record the business, operations, affairs, 
development and all financial transactions of the Company, and contain 
complete and accurate copies of its constating documents and all 
resolutions, minutes of meetings of its directors and shareholders; 

(y) a complete and accurate list of all of the financial accounts, setting out the 
name of the bank, trust company, credit union or other financial institution, 
account numbers and the names of the persons authorized to draw on or 
give instructions with respect thereto, for of the Company is set forth in 
Schedule “C” hereto; 

(z) all notices required to be given to third parties and all Consents required to 
be obtained or received by each of the Company and the Vendors in 
connection with the execution and delivery of this Agreement and the 
completion of the transactions contemplated herein or to otherwise permit 
the Purchaser to acquire the Vendors Shares and to carry on the Business 
after the Closing, is set out forth in Schedule “D” hereto; 

(aa) the Company has not entered into any agreement or arrangement, written 
or oral, that would entitle any person to any claim against the Company for 
a brokerage or finder fee, commission or other compensation, or any like 
payment, in respect of this Agreement and the transactions contemplated 
herein; 

(bb) except for Ihuana, the Company has no subsidiaries, or equity ownership 
in any entity whatsoever; and 

(cc) except as disclosed herein or in writing to the Purchaser, the Company 
does not have any information or knowledge of any facts relating to the 
Company (including but not limited to the Company Shares, the Business 
or the assets of the Company) which if known to the Purchaser would 
reasonably be expected to deter the Purchaser from completing the 
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transactions contemplated herein and hereby, and none of the foregoing 
representations and warranties and no documents furnished by or on 
behalf of the Company or the Vendors to the Purchaser in connection 
herewith or hereunder, contains any untrue statement of material fact or 
omits to state any material fact that the party knew or ought to have known 
is necessary to make any such representation or warranty not misleading 
to a prospective purchaser of the Company Shares seeking full 
information as to the Company Shares, the Company and its business and 
affairs. 

4.3 The Purchaser represents and warrants to the Vendors and acknowledges that 
the Vendors are relying on such representations and warranties, that as of the date of 
this Agreement and the Closing: 

(a) the Purchaser is duly formed, validly existing and in good standing under 
the laws of its jurisdictions of formation and the Purchaser is not in default 
of any requirements of the Exchange; 

(b) the Purchaser is a reporting issuer in the Provinces of British Columbia, 
Alberta and Ontario (the “Reporting Jurisdictions”), and the Purchaser 
Shares are listed for trading on the Exchange; 

(c) the Consideration Shares to be issued by the Purchaser pursuant to this 
Agreement (i) have been duly authorized, and, upon issuance, will be 
validly issued, fully paid and non-assessable, (ii) will not be issued in 
violation of the certificate of incorporation, charter, articles or other 
constating documents of the Purchaser, or any agreement, contract, 
covenant, undertaking, or commitment to which the Purchaser is a party or 
bound; (iii) are not subject to any pre-emptive rights, rights of first refusal 
or other similar rights; and (iv) there are no rights to participate in the 
proceeds from a change of control of the Purchaser. The Consideration 
Shares, upon issuance and transfer, will be, listed for trading on the 
Exchange; 

(d) the Purchaser has three wholly-owned subsidiaries, 1177527 B.C. Ltd., 
Primary Nirvana Inc. and Prost Vanadium Corp.; 

(e) the authorized capital of the Purchaser consists of an unlimited number of 
Purchaser Shares, of which 23,322,486 Purchaser Shares are currently 
issued and outstanding; except for such Purchaser Shares and common 
share purchase warrants and options to acquire an aggregate of 
7,826,169 Purchaser Shares, the Purchaser has no other securities 
outstanding nor is it a party to or has granted any agreement, warrant, 
option or right or privilege capable of becoming an agreement, for the 
purchase, subscription or issuance of any Purchaser Shares or securities 
convertible into or exchangeable for Purchaser Shares; 

(f) since June 30, 2019, Purchaser has not entered into any contract in 
respect of its business or assets, other than in the ordinary course of 
business, and has continued to carry on its business and maintain its 
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assets in the ordinary course of business and has maintained payables 
and other liabilities at levels consistent with past practice, not engaged or 
committed to engage in any extraordinary material transactions and has 
not made or committed to make distributions, dividends or special 
bonuses; 

(g) the Purchaser is not currently in default of any requirement of the 
applicable laws of each of the Reporting Jurisdictions, and, except for the 
trading halt requested by the Purchaser in connection with the acquisition 
of the Company, no order ceasing, halting or suspending trading in 
securities of the Purchaser or prohibiting the distribution of such securities 
has been issued to and is outstanding against the Purchaser and no 
investigations or proceedings for such purposes are, to the Knowledge of 
the Purchaser, pending or threatened; 

(h) there is no “material fact” or “material change” (as those terms are defined 
in Applicable Securities Laws) in the affairs of the Purchaser that has not 
been generally disclosed to the public;  

(i) the Purchaser has filed all forms, reports, documents and information 
required to be filed by it, whether pursuant to Applicable Securities Laws 
or otherwise, with the applicable Securities Authorities (the “Disclosure 
Documents”). As of the time the Disclosure Documents were filed with 
the applicable Securities Authorities and on SEDAR (System for Electronic 
Document Analysis and Retrieval) (or, if amended or superseded by a 
filing prior to the date of this Agreement, then on the date of such filing): 
(a) each of the Disclosure Documents complied in all material respects 
with the requirements of the Applicable Securities Laws; and (b) none of 
the Disclosure Documents contained any untrue statement of a material 
fact or omitted to state a material fact required to be stated therein or 
necessary in order to make the statements therein, in the light of the 
circumstances under which they were made, not misleading; 

(j) the Purchaser is in compliance in all material respects with all its 
disclosure obligations under Applicable Securities Laws and all documents 
filed by the Purchaser pursuant to such obligations are in compliance in all 
material respects with Applicable Securities Laws and did not contain any 
untrue statement of a material fact or omit to state a material fact required 
to be stated therein or necessary to make the statements therein, in light 
of the circumstances under which they were made, not misleading; 

(k) there are no legal or governmental proceedings pending or, to the 
Knowledge of the Purchaser, contemplated or threatened, to which the 
Purchaser is a party or to which the property of the Purchaser is subject; 

(l) there are no actual, pending, contingent or, to the Knowledge of the 
Purchaser, threatened Legal Proceedings which, individually or in the 
aggregate, may result in or could reasonably be expected to have a 
Material Adverse Effect on the Purchaser; 
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(m) the audited annual financial statements of the Purchaser as at December 
31, 2018, as well as the unaudited condensed financial statements of the 
Purchaser for the interim period ending June 30, 2019, and the notes 
thereto (collectively, the “Purchaser Financial Statements”), in each 
case, have been prepared in accordance with IFRS, present fairly, in all 
material respects, the financial position of the Purchaser as at such date, 
and do not omit to state any material fact that is required by IFRS or by 
applicable law to be stated or reflected therein or which is necessary to 
make the statements contained therein not misleading; 

(n) the Purchaser has no outstanding material liability, whether direct, indirect, 
absolute or contingent or otherwise, which is not reflected in the 
Purchaser Financial Statements; 

(o) except as disclosed to the Company and as will be disclosed in the Listing 
Statement, the Purchaser has not entered into any material contract as of 
the date hereof; 

(p) except as disclosed in the Purchaser Financial Statements, the Purchaser 
has not engaged in any transaction with any non-arm's length person; 

(q) no person, firm or company acting or purporting to act at the request of the 
Purchaser is entitled to any brokerage or finder's fee in connection with 
the transactions contemplated herein, except in connection with: (i) the 
Purchaser Financing; (ii) the 4,000,000 Purchaser Shares issuable to 
certain parties responsible for the introduction of the parties to this 
transaction; and (iii) the Advisory Fee; 

(r) the execution and delivery of this Agreement and all other agreements 
and instruments to be executed by it as contemplated herein and the 
completion of the transactions contemplated by this Agreement and all 
such other agreements and instruments have been duly authorized by all 
necessary corporate action on the part of the Purchaser; 

(s) the Purchaser has duly executed this Agreement and this Agreement 
constitutes a legal, valid and binding obligation of it enforceable against it 
in accordance with the Agreement’s terms except that (i) enforceability 
may be limited by bankruptcy, insolvency or other laws affecting creditors' 
rights generally; (ii) equitable remedies, including the remedies of specific 
performance and injunctive relief, are available only in the discretion of the 
applicable court; (iii) rights of indemnity and contribution hereunder may 
be limited under applicable law; and (iv) a court may stay proceedings 
before them by virtue of equitable or statutory powers; and 

(t) neither the execution and delivery of this Agreement nor the 
consummation of the transactions contemplated herein will constitute or 
result in a breach of or default under, or create a state of facts which after 
notice or lapse of time or both will constitute or result in a breach of or 
default under, or will otherwise conflict with (i) the Purchaser’s constituting 
documents or any resolutions of its directors, shareholders or other 
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stakeholders, (ii) any indenture, agreement or instrument to which the 
Purchaser is a party or by which it is bound (or otherwise cause a 
forfeiture of rights or accelerate any performance required thereby), or (iii) 
any Applicable Laws or orders, rulings or other judgments or decisions of 
a court or regulatory authority having jurisdiction over the Purchaser. 

4.4 The representations and warranties set out herein shall survive the execution 
and delivery of this Agreement and shall terminate and be extinguished on the earlier of 
termination of this Agreement in accordance with its terms and the Closing. 

5. Interim Period 

5.1 During the period commencing on the date hereof and ending on the Closing or 
earlier termination of this Agreement (the “Interim Period”), the Company shall, with the 
exception of the transactions contemplated herein, only conduct its business, operations 
and affairs, and shall not take any action except, in the ordinary and usual course of 
business consistent with past practice in all material respects and will not enter into any 
material transactions or incur any material liabilities or obligations without first obtaining 
the prior written consent of the Purchaser, which consent will not be unreasonably 
withheld or delayed, and otherwise conduct its business, operations and affairs in 
compliance with all applicable laws and regulatory requirements and use all 
commercially reasonable efforts to maintain and preserve its business, organization, 
properties, assets, goodwill and business relationships. 

5.2 During the Interim Period, the Company and the Vendors and their respective 
agents will not, nor will they permit any of their respective directors, officers, employees 
or agents (including without limitation, attorneys, accountants, financial advisors and 
investment bankers) to directly or indirectly solicit, discuss, encourage or accept any 
offer for the acquisition of the Company or the Business and/or the assets of the 
Company, whether as a primary or back-up offer, or take any other action with the 
intention or reasonably foreseeable effect of leading to any commitment or agreement 
for the acquisition of the Company or business and/or the assets of the Company. 

5.3 During the Interim Period, the Company and the Vendors shall immediately notify 
the Purchaser orally and promptly in writing of any material change as defined in the 
Securities Act (British Columbia) and any circumstance or development that is or would, 
individually or in the aggregate, reasonably be expected to constitute a Material 
Adverse Effect. 

5.4 During the Interim Period, the Company shall not issue any securities or permit 
any dividends or distributions to be paid. 

6. Conditions of Closing 

6.1 The Vendors shall not be obligated to complete the sale of the Vendors Shares 
pursuant to this Agreement and the other transactions contemplated herein, unless 
each of the conditions listed below is satisfied, it being understood that the said 
conditions are included for the exclusive benefit of the Vendors: 
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(a) the representations and warranties of the Purchaser in this Agreement 
shall be true and correct in all material respects at the Closing, except 
those representations and warranties qualified by a materiality 
qualification which shall be true and correct in all respects; 

(b) the covenants and conditions of the Purchaser to be performed and 
observed in this Agreement prior to or at Closing shall have been 
performed and observed; 

(c) the receipt of any Consents contemplated by this Agreement or otherwise 
necessary for this Agreement and the completion of the transactions 
contemplated herein, in form and content and upon such conditions, if 
any, acceptable to the Company, and all such approvals being in full force 
and effect, including the approval of the Exchange; 

(d) the Purchaser shall have changed its name to “Mota Ventures Corp.”, or 
such other name as is acceptable to the Company; 

(e) the Purchaser shall have completed a private placement of equity 
securities to arm’s length investors for gross proceeds of not less than 
$3,500,000 at an issue price of not less than $0.30 per Purchaser Share 
(or its equivalent) (the “Purchaser Financing”); 

(f) during the Interim Period, there shall have been no event or change that 
has had or would be reasonably likely to have a Material Adverse Effect 
on the Purchaser; and 

(g) during the Interim Period, there shall have been no Order made or any 
Legal Proceedings commenced or threatened for the purpose, or which 
could have the effect, of preventing or restraining the completion of the 
transactions contemplated by this Agreement. 

6.2 If any condition in section 6.1 hereof has not been fulfilled or if any such condition 
is or becomes impossible to satisfy, other than as a result of the failure of the Vendors 
or the Company to comply with their obligations under this Agreement, then the 
Vendors may, without limiting any rights or remedies available to the Vendors at law or 
in equity, either: 

(a) terminate this Agreement by notice to the Purchaser; or 

(b) waive compliance with any such condition without prejudice to its right of 
termination in the event of the non-fulfillment of any other condition for its 
benefit. 

6.3 The Purchaser shall not be obligated to complete the purchase of the Vendors 
Shares pursuant to this Agreement and the other transactions contemplated herein, 
unless each of the conditions listed below is satisfied, it being understood that the said 
conditions are included for the exclusive benefit of the Purchaser: 
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(a) the representations and warranties of the Vendors and the Company in 
this Agreement shall be true and correct in all material respects at the 
Closing, except those representations and warranties qualified by a 
materiality qualification which shall be true and correct in all respects; 

(b) the covenants and conditions of the Vendors and the Company to be 
performed and observed in this Agreement prior to or at Closing shall 
have been performed and observed in all material respects; 

(c) the receipt of any Consents contemplated by this Agreement or otherwise 
necessary for this Agreement and the completion of the transactions 
contemplated herein, in form and content and upon such conditions, if 
any, acceptable to the Purchaser, and all such approvals being in full force 
and effect, including the approval of the Exchange; 

(d) during the Interim Period, there shall have been no event or change that 
has had or would be reasonably likely to have a Material Adverse Effect 
on the Company; 

(e) the assets of the Company being free of all Adverse Interests, unless 
otherwise agreed by the Purchaser; 

(f) the Company having delivered to the Purchaser its financial statements, 
both audited and unaudited as applicable, for the periods required 
pursuant to applicable regulatory policies and the Exchange, for inclusion 
in any disclosure document or other filing required by applicable regulatory 
authorities; 

(g) all obligations and other contractual commitments of the Company being 
in good standing in respect of the Business, including without limitation the 
non-termination of any material contracts and permits, including the 
Colombian Licence, and intellectual property required in connection with 
the Business; 

(h) the Vendors having entered into such escrow arrangements as may be 
required by the Exchange; 

(i) the Purchaser having received evidence of satisfaction of all applicable 
listing requirements of the Exchange in connection with the business of 
the Company; 

(j) the Board of Directors of the Company shall have approved the transfer of 
the Company Shares contemplated in this Agreement, in accordance with 
the Articles of Incorporation of the Company; and 

(k) during the Interim Period, there shall have been no Order made or any 
Legal Proceedings commenced or threatened for the purpose, or which 
could have the effect, of preventing or restraining the completion of the 
transactions contemplated by this Agreement. 
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6.4 If any condition in section 6.3 hereof has not been fulfilled or if any such condition 
is or becomes impossible to satisfy, other than as a result of the failure of the Purchaser 
to comply with its obligations under this Agreement, then the Purchaser may, without 
limiting any rights or remedies available to the Purchaser at law or in equity, either: 

(a) terminate this Agreement by notice to the Company; or 

(b) waive compliance with any such condition without prejudice to its right of 
termination in the event of the non-fulfillment of any other condition for its 
benefit. 

7. Closing 

7.1 The Closing shall take place at the offices of counsel to the Purchaser, at such 
time and date as may be agreed by the parties, such agreement not to be unreasonably 
withheld. 

7.2 At Closing, the Vendors and the Company shall deliver or cause to be delivered 
to the Purchaser the following documents: 

(a) a certificate of a senior officer of the Company (without personal liability) 
dated as of Closing certifying that the representations and warranties of 
the Company contained herein are true and correct in all material respects 
as of Closing, except those representations and warranties qualified by a 
materially qualification which shall be true and correct in all respects, and 
that the covenants and conditions of the Company to be performed prior to 
or at Closing have been performed and observed in all material respects; 

(b) certified copy of the resolutions of the Company authorizing this 
Agreement and the transactions contemplated herein and hereby; 

(c) the minute books of the Company and all corporate, financial, legal and 
technical files, records and data of the Company related to the Business; 

(d) certificates representing the Vendors Shares owned by the Vendors duly 
endorsed for transfer to the Purchaser or accompanied by a stock transfer 
power of attorney; and 

(e) a certificate representing the Vendors Shares, duly registered in the name 
of the Purchaser. 

7.3 At Closing, the Purchaser shall deliver or cause to be delivered to the Vendors 
the following documents: 

(a) a certificate of a senior officer of the Purchaser (without personal liability) 
dated as of Closing certifying that the representations and warranties of 
the Purchaser contained herein are true and correct in all material 
respects as of Closing, except those representations and warranties 
qualified by a materially qualification which shall be true and correct in all 
respects, and that the covenants and conditions of the Purchaser to be 
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performed prior to or at Closing have been performed and observed in all 
material respects; 

(b) certified copy of the resolutions of the Purchaser authorizing this 
Agreement and the transactions contemplated herein and hereby; and 

(c) certificates representing the Consideration Shares duly issued to the 
Vendors and registered in accordance with Schedule “A” hereto or as the 
Vendors may otherwise direct in writing. 

8. Termination 

8.1 This Agreement may be terminated by the mutual consent of the parties or in the 
following circumstances by written notice given by the terminating party to the other 
parties hereto: 

(a) by either the Company or the Purchaser if the Closing has not occurred on 
or before December 31, 2019 or such later date as may be mutually 
agreed by the Purchaser and the Company; 

(b) by the Company if the Purchaser is in default of any covenant on its part 
to be performed hereunder, the Vendors have given written notice to the 
Purchaser of such default, and the Purchaser has not proceeded to cure 
such default within fourteen (14) days of such notice and thereafter 
proceeded in good faith to diligently cure such default to the Vendors’ 
reasonable satisfaction provided that in any case such default shall be 
cured within thirty (30) days after such notice (or such longer period as 
may be reasonably required to cure the default given the nature or 
circumstances thereof); and 

(c) by the Purchaser if any of the Vendors or the Company is in default of any 
covenant on its part to be performed hereunder, the Purchaser has given 
written notice to the Vendors and the Company of such default, and the 
Vendor in default and/or the Company has not proceeded to cure such 
default within fourteen (14) days of such notice and thereafter proceeded 
in good faith to diligently cure such default to the Purchaser’s reasonable 
satisfaction provided that in any case such default shall be cured within 
thirty (30) days after such notice (or such longer period as may be 
reasonably required to cure the default given the nature or circumstances 
thereof). 

8.2 Upon termination of this Agreement, each party hereto shall be released from all 
obligations under this Agreement, except this section 8.2 and sections 10, 11 and 12, 
which provisions shall survive such termination.  Each party’s right of termination is in 
addition to and not in derogation or limitation of any other rights, claims, causes of 
action or other remedy that such party may have under this Agreement or otherwise at 
law or in equity with respect to such termination and any misrepresentation, breach of 
covenant or indemnity contained herein. 
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9. Notices 

9.1 Any notice, communication, instrument or document required or permitted to be 
given under this Agreement shall be in writing and may be given by personal delivery, 
pre-paid, certified or registered mail, or by telecommunication, facsimile, email or other 
similar form of communication (in each case with electronic confirmed receipt), 
addressed as follows: 

(a) If to the Company or the Vendors at: 

10th Floor, 595 Howe Street 
Vancouver, British Columbia 
V6C 2T5 

Attention: Nima Bahrami 
Email: [Redacted: Personal information] 

With a copy to: 

DuMoulin Black LLP 
10th Floor, 595 Howe Street  
Vancouver, British Columbia 
V6C 2T5 

Attention: Justin Kates 
Email: jkates@dumoulinblack.com 
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(b) If to the Purchaser at: 

Primary Energy Metals Inc. 
Suite 2200, HSBC Building 
885 West Georgia Street 
Vancouver, British Columbia 
V6C 3E8 

Attention:  Joel Shacker 
Email: [Redacted: Personal information] 

With a copy to: 

Cassels Brock & Blackwell LLP 
Suite 2200, HSBC Building 
885 West Georgia Street 
Vancouver, British Columbia 
V6C 3E8 

Attention:  Sam Cole 
Facsimile No.: (604) 691-6120 
Email: scole@casselsbrock.com 

and such shall be deemed to have been given (i) if effected by personal delivery, or 
telecommunication, facsimile or other similar form of communication (with electronic 
confirmed receipt), at the time of delivery or electronic confirmed receipt unless such 
occurs after the recipient’s customary business hours in which case it shall be deemed 
to have been given on the next business day; and (ii) if effected by mail, on the fourth 
business day after mailing excluding all days on which postal service is disrupted. 

9.2 A party may at any time in the above manner give notice to the other parties of 
any change of address and after the giving of such notice the address or addresses 
specified will be the address of such party for the purpose of giving notice hereunder. 

10. Expenses 

10.1 Each of the parties hereto shall bear all expenses incurred by such party in 
connection with the preparation and fulfillment of this Agreement, including but not 
limited to the fees and expenses of their legal counsel, accountants, financial, tax and 
investment advisors, brokers and finders; provided, however, the Purchaser shall be 
responsible for paying the costs and fees payable to the Exchange regarding any 
required review of the transactions contemplated herein. 

11. Public Announcement; Disclosure and Confidentiality 

11.1 Unless and until the transactions contemplated in this Agreement will have been 
completed, none of the parties shall make any public announcement concerning this 
Agreement or the matters contemplated herein, their discussions or any other 
memoranda, letters or agreements between them relating to the matters contemplated 
herein without the prior consent of the other parties, which consent shall not be 
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unreasonably withheld, provided that no party shall be prevented from making any 
disclosure which is required to be made by law or any rules of a stock exchange or 
similar organization to which it is bound.  

11.2 All information provided to or received by the parties hereunder shall be treated 
as confidential (“Confidential Information”). Subject to the provisions of this section 
11.2, no Confidential Information shall be published by any party hereto without the prior 
written consent of the others, but such consent in respect of the reporting of factual data 
shall not be unreasonably withheld. The consent required by this section 11.2 shall not 
apply to a disclosure to: (a) comply with any applicable laws, stock exchange rules or a 
regulatory authority having jurisdiction; (b) a director, officer or employee of a party; (c) 
an affiliate of a party; (d) a consultant, contractor or subcontractor of a party that has a 
bona fide need to be informed; or (e) any third party to whom the disclosing party may 
assign any of its rights under this Agreement; provided, however, that in the case of 
subsection (e) the third party or parties, as the case may be, agree to maintain in 
confidence any of the Confidential Information so disclosed to them.  

11.3 The obligations of confidence and prohibitions against use of Confidential 
Information under this Agreement shall not apply to information that the disclosing party 
can show by reasonable documentary evidence or otherwise: (a) as of the date of this 
Agreement, was in the public domain; (b) after the date of this Agreement, was 
published or otherwise became part of the public domain through no fault of the 
disclosing party or an affiliate thereof (but only after, and only to the extent that, it is 
published or otherwise becomes part of the public domain); or (c) was information that 
the disclosing party or its Affiliates were required to disclose pursuant to the order of 
any governmental or judicial authority 

12. General 

12.1 This Agreement (including the Schedules hereto) constitutes the entire 
agreement among the parties and replaces and supersedes all prior agreements, 
memoranda, correspondence, communications, negotiations and representations, 
whether oral or written, express or implied, statutory or otherwise among the parties 
with respect to the subject matter herein, including but not limited to the letter of intent 
entered into among the parties and dated effective July 8, 2019.  There are no implied 
covenants contained in this Agreement other than those of good faith and fair dealing.   

12.2 The parties shall from time to time prior to or after Closing execute and deliver 
any and all such instruments and other documents and perform any and all such acts 
and other things as may be necessary or desirable to carry out the intent of this 
Agreement. 

12.3 Any amendments hereto or waivers in respect hereof shall only be effective if 
made in writing and executed by the parties thereto.  No waiver shall constitute a waiver 
of any other provision or act as a continuing waiver unless such is expressly provided 
for. 

12.4 Time is of the essence of this Agreement.  Any failure to exercise any rights 
provided for hereunder shall not, in the absence of a waiver in accordance with the 
terms hereof, affect the subsequent enforcement of such right. 
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12.5 The invalidity or unenforceability of any provision hereof shall not affect or impair 
the validity or enforceability of the remainder of the Agreement or any other provision 
hereof.  In the event that any provision hereof is invalid or unenforceable in a given 
jurisdiction, that shall not affect the validity or enforceability of the provision in any other 
jurisdiction.  The courts shall have the power to modify this Agreement, in a manner 
consistent with the intent of the parties, in order to limit the application of any such 
offensive provision to the maximum extent permitted by law. 

12.6 This Agreement and any rights herein or hereto shall not be assigned or 
otherwise transferred by any party hereto without the express written consent of the 
other parties hereto.  This Agreement shall enure to the benefit of and be binding upon 
the parties hereto and their respective successors and permitted assigns. 

12.7 This Agreement shall be exclusively governed by and construed in accordance 
with the laws of British Columbia and the laws of Canada applicable therein.  For the 
purposes of all legal proceedings, this Agreement shall be deemed to have been made 
and performed in British Columbia, and the parties hereby irrevocably agree that the 
courts of British Columbia shall have exclusive jurisdiction to entertain any action arising 
under this Agreement. 

12.8 This Agreement may be executed and delivered in two or more counterparts and 
by facsimile and by electronic delivery.  Each such counterpart, facsimile and 
electronically delivered copy shall be deemed to form one and the same and an 
originally executed instrument, bearing the date set forth on the face page hereof 
notwithstanding the date of execution or delivery. 

 

[Signature page follows.] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
NNZ CONSULTING CORP. 
 
 
Per: “Nima Bahrami”      
 Authorized Signatory 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
PRIMARY ENERGY METALS INC. 
 
 
Per: “Joel Shacker”      
 Authorized Signatory 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
 
  



  

 39   

IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
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IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the 
date first above written. 
 
“Signed”       
[Redacted: Personal shareholder information] 
  



  

   

SCHEDULE “A” 

LIST OF VENDORS SHAREHOLDERS 
 

Shareholder Registration Registration Address Number of 
Company 

Shares Held 

Number of 
Consideration 

Shares 
[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 35,000 35,000 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 2,500,000  2,500,000  

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 

2,500,000  
 

2,500,000  
 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 3,187,012 **3,187,012 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 3,187,012 **3,187,012 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 1,327,922 **1,327,922 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 1,062,338 **1,062,338 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 1,062,338 **1,062,338 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 531,169 **531,169 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 265,584 **265,584 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 1,735,650 **1,735,650 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 1,735,650 **1,735,650 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 433,913 **433,913 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 433,912 **433,912 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 500,000 500,000 

[Redacted: Personal [Redacted: Personal 125,000 125,000 
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shareholder information] shareholder information] 
[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 125,000 125,000 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 1,250,000 1,250,000 

[Redacted: Personal 
shareholder information] 

[Redacted: Personal 
shareholder information] 3,000,000 3,000,000 

TOTAL  39,997,500 5,000,000 

**Subject to escrow arrangement. 
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SCHEDULE “B” 

LIST OF MATERIAL AGREEMENTS 

[Redacted: Confidential commercial information] 
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SCHEDULE “C” 

LIST OF FINANCIAL ACCOUNTS 

[Redacted: Confidential commercial information]  
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SCHEDULE “D” 

NOTICES AND CONSENTS 

None required. 
 


	Insert from: "Primary Energy Metals - NNZ Consulting - Share Purchase Agreement (REDACTED).PDF"
	1. Definitions and Interpretation
	1.1 In this Agreement and in the Schedules and the recitals hereto, the following expressions will have the following meanings unless the context otherwise requires:
	(a) “Act” has the meaning ascribed thereto in section 3.2 of this Agreement.
	(b) “Adverse Interests” means any lien, charge, mortgage, hypothec, pledge, assignment, option, lease, sublease, right to possession, or other security interest, encumbrance or adverse right, restriction or interest of any nature or kind.
	(c) “Advisory Fee” means the 800,000 Shares granted to [Redacted: Confidential information regarding identity of advisor], an advisor to the Purchaser, with respect to the acquisition of the Company.
	(d) “Applicable Law” means:
	(i) any domestic or foreign statute, law (including common and civil law), code, ordinance, rule, regulation, restriction or bylaw; or
	(ii) any judgment, order, ruling, decision, writ, decree, injunction or award,

	(e) “Applicable Securities Laws” means the securities legislation and regulations of, and instruments, policies, rules, orders, codes, notices and interpretation notes of the applicable securities regulatory authorities of British Columbia.
	(f) “Books and Records” means all books, records, papers and files of the Company including research and development records, sales and advertising materials, purchase and sales correspondence, trade association files, lists of customers and suppliers...
	(g) “Business” means the business which, as of the date hereof, is currently carried on by the Company, consisting of, among other things, the development of greenhouses in Colombia for the cultivation of hemp and the production and distribution of CB...
	(h) “CBD” means cannabidiol, a non-psychoactive component of the cannabis plant.
	(i) “Closing” means the completion of the purchase and sale of all of the Vendors Shares and other transactions contemplated in this Agreement in accordance with the terms and conditions of this Agreement.
	(j) “Closing Date” means the date on which the Closing occurs.
	(k) “Colombian Licence” means the licence held by Ihuana for non-psychoactive cannabis issued by the Ministry of Justice of Colombia for the production of grain and seeds for sowing, the fabrication of derivatives and other industrial purposes (Resolu...
	(l) “Company” means NNZ Consulting Corp., a corporation incorporated under the laws of the Province of British Columbia.
	(m) “Company Shares” means the common shares in the capital of the Company.
	(n) “Confidential Information” has the meaning ascribed thereto in section 11.2 of this Agreement.
	(o) “Consents” means all consents, approvals and other authorizations required to be obtained in connection with the execution and delivery of this Agreement and the completion of the transactions contemplated herein, including, without limitation, th...
	(p) “Consideration Shares” means 39,997,500 Purchaser Shares issuable to the Vendors pursuant to the terms of this Agreement.
	(q) “Disclosure Documents” has the meaning ascribed thereto in section 4.3(i) of this Agreement.
	(r) “Elected Amounts” has the meaning ascribed thereto in section 3.2 of this Agreement.
	(s) “Exchange” means the Canadian Securities Exchange.
	(t) “Ihuana” means Ihuana S.A.S., a wholly owned subsidiary of the Company and the holder of the Colombian License.
	(u) “Interim Period” has the meaning ascribed thereto in section 5.1 of this Agreement.
	(v) “Knowledge of the Company” means the knowledge of Nima Bahrami, after due enquiry.
	(w) “Knowledge of the Purchaser” means the knowledge of Joel Shacker, after due enquiry.
	(x) “Legal Proceeding” means any action, suit, claim, litigation, complaint, grievance, application, arbitration, inquiry, investigation, hearing or other civil, criminal, regulatory, or administrative proceeding or other similar proceeding, at law or...
	(y) “Listing Statement” means the Exchange Form 2A Listing Statement prepared by the Purchaser to qualify its common shares for listing on the Exchange after its acquisition of NNZ;
	(z) “Material Adverse Effect” means an effect, change, event, occurrence, fact or circumstance that, individually or in the aggregate with another such effect, change, event, occurrence, fact or circumstance, is or would be reasonably expected to be m...
	(i) any adoption, implementation, proposal or change in applicable law or any interpretation thereof by any governmental entity;
	(ii) any change in global, national or regional political conditions (including the outbreak of war or acts of terrorism) or in national or global financial or capital markets or in general economic, business, political, regulatory or market conditions;
	(iii) any natural disaster;
	(iv) the announcement of this Agreement or any transactions contemplated herein, or otherwise contemplated by or arising as a result of the terms of this Agreement;

	(aa) “Order” means any order, writ, judgment, ruling, decree, decision, directive, injunction or award of any competent judicial, governmental or administrative body or authority.
	(bb) “Purchaser” means Primary Energy Metals Inc., a corporation existing under the laws of the Province of British Columbia.
	(cc) “Purchaser Financial Statements” has the meaning ascribed thereto in section 4.3(m) of this Agreement.
	(dd) “Purchaser Financing” has the meaning ascribed thereto in section 6.1(f) of this Agreement.
	(ee) “Purchaser Shares” means the common shares in the capital of the Purchaser.
	(ff) “Reporting Jurisdictions” has the meaning ascribed thereto in section 4.3(b) of this Agreement.
	(gg) “Securities Authorities” means the applicable securities commissions in the Provinces and Territories of Canada.
	(hh) “Vendors” means collectively, those shareholders of the Company set forth in Schedule “A” hereto.
	(ii) “Vendors Shares” means the Company Shares held by the Vendors, in the amounts set forth in Schedule “A” hereto.

	1.2 In this Agreement, unless something in the subject matter or context is inconsistent therewith:
	(a) the division of this Agreement into articles, sections and other subdivisions and the use of headings are for convenience only and are not intended to define, interpret or limit the scope, extent or intent of this Agreement;
	(b) all references in this Agreement to “articles”, “sections” and other subdivisions or Schedules are to the designated articles, sections or other subdivisions or Schedules of this Agreement;
	(c) the words “hereof”, “hereto”, “herein”, “hereby”, “herewith” and “hereunder” and other words of similar import refer to this Agreement as a whole and not to any particular article, section or other subdivision;
	(d) the word “or” is not exclusive and the word “including” is not limiting (whether or not non-limiting language is used with reference thereto);
	(e) the words “written” or “in writing” include printing, typewriting or any electronic means of communication capable of being visibly reproduced at the point of reception including telex, telegraph, telecopy, facsimile or e-mail;
	(f) a “day” shall refer to a calendar day, and references to a “business day” shall refer to days on which banks are ordinarily open for business in Vancouver, British Columbia, other than a Saturday or a Sunday; in calculating all time periods the fi...
	(g) all references to “$” or “dollars” are references to the lawful currency of Canada;
	(h) any reference to a statute is a reference to the applicable statute and to any regulations made pursuant thereto and includes all amendments made thereto and in force from time to time and any statute or regulation that has the effect of supplemen...
	(i) words importing individuals include bodies corporate and other artificial entities, and vice versa; words importing gender include the other gender; words importing one form of body corporate or artificial entity include all other forms of bodies ...
	(j) the rule of construction to the effect that any ambiguity is to be resolved against the drafting party shall not be applicable in the construction or interpretation of any of the terms and conditions of this Agreement.


	2. Purchase and Sale
	2.1 Subject to the terms and conditions of this Agreement, at the Closing, each Vendor shall sell, assign and transfer to the Purchaser, and the Purchaser shall purchase from each Vendor, all right, title and interest in and to their respective Vendor...
	2.2 In consideration for the Vendors Shares, the Purchaser shall issue the Consideration Shares to the Vendors, in the amounts indicated in Schedule “A” hereto.
	2.3 The Vendors hereby acknowledge that 14,962,500 Consideration Shares issued in connection with the transactions contemplated in this Agreement will be subject to the terms of an escrow arrangement, during which time the Vendors will be prohibited f...

	3. Additional Covenants
	3.1 Each of the parties hereto shall, in good faith, use all commercially reasonable efforts to:
	(a) conduct their business and affairs in a manner such that its respective representations and warranties made by it herein remain true prior to Closing, and to promptly notify the other parties should any representation and warranty made by it herei...
	(b) perform and observe the covenants made by it herein;
	(c) fully cooperate with and assist the Purchaser in obtaining any required Consents, including the approval of the Exchange;
	(d) fully cooperate with the Vendors to file tax elections, to the extent requested by the Vendors, to ensure that the sale of the Vendors Shares, occurs on a fully tax-deferred basis; and
	(e) perform and observe matters required to satisfy any other conditions precedent to the completion of the transactions contemplated by this Agreement.

	3.2 It is intended that the transfers of the Vendors Shares hereunder be on a tax-deferred basis to the Vendors for purposes of the Income Tax Act (Canada) (the “Act”) and applicable provincial income tax statutes.  In order to give effect to this int...

	4. Representations and Warranties
	4.1 Each of the Vendors severally and not jointly or jointly and severally represents and warrants to the Purchaser, and acknowledges that the Purchaser is relying on such representations and warranties, that as of the date of this Agreement and the C...
	(a) it has the legal power and capacity and has taken all necessary action and has obtained all necessary approvals to enter into and execute this Agreement and to carry out its obligations hereunder;
	(b) it has duly executed this Agreement and this Agreement constitutes a legal, valid and binding obligation of it enforceable against it in accordance with the Agreement’s terms;
	(c) neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated herein by the Vendors will constitute or result in a breach of or default under, or create a state of facts which after notice or lapse of t...
	(d) it is the registered holder and beneficial owner of all of the right, title and interest in and to its respective Vendors Shares as indicated in Schedule “A” hereto; it has good and marketable title to such Vendors Shares free and clear of all Adv...
	(e) no person has any right, privilege, option, warrant or agreement, contingent or otherwise, or any of the foregoing capable of become any right, privilege, option, warrant or agreement, to purchase or otherwise acquire, directly or indirectly, any ...
	(f) other than as a result of the transactions contemplated herein, it is not a party to any unanimous shareholders agreement, escrow agreement, pooling agreement, voting trust or similar arrangements or obligations in respect of its respective Vendor...
	(g) none of the Vendors has any information or knowledge of any facts relating to the Company (including but not limited to the Vendors Shares, the Business or the assets of the Company) which if known to the Purchaser would or might reasonably be exp...

	4.2 The Company represents and warrants to the Purchaser and acknowledges that the Purchaser is relying on such representations and warranties, that as of the date of this Agreement and the Closing:
	(a) the Company is duly formed, validly existing and in good standing under the laws of its jurisdiction of formation;
	(b) the Company has the corporate power and capacity and has taken all necessary corporate action and has obtained all necessary approvals to own its assets and to enter into and execute this Agreement and to carry out its obligations hereunder;
	(c) the Company has duly executed this Agreement and this Agreement constitutes a legal, valid and binding obligation of it enforceable against it in accordance with the Agreement’s terms except that (i) enforceability may be limited by bankruptcy, in...
	(d) provided the conditions to Closing, as set out in section 6.3 hereof, are satisfied, neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated herein will constitute or result in a breach of or defa...
	(e) the Colombian Licence is in good standing with all applicable government authorities and the Company is not in breach or default of any of its obligations thereunder and is entitled to all the rights and benefits thereunder, and there are no actua...
	(f) the operations of the Company and the Business have been conducted in all material respects in compliance with all Applicable Laws of each jurisdiction in which the Company owns or leases property, or assets, or carries on business, in accordance ...
	(g) the Company has obtained and is in possession of all material registrations, licenses, permits, authorizations, approvals, consents and other qualifications which are required under Applicable Laws to carry on the Business, including with respect ...
	(h) the Company’s authorized capital consists of an unlimited number of common shares, of which 39,997,500 are validly issued and outstanding;
	(i) all of the Company Shares are held by the Vendors in proportions set out in Schedule “A” hereto; all of the issued and outstanding Company Shares are fully paid and non-assessable securities in the capital of the Company, and the Company has not m...
	(j) no person shall have any right, privilege, option, warrant or agreement, contingent or otherwise, or any of the foregoing capable of become any right, privilege, option, warrant or agreement, to purchase or otherwise acquire from the treasury of t...
	(k) it is not a party to any unanimous shareholders agreement, escrow agreement, pooling agreement, voting trust or similar arrangements or obligations in respect of the Company Shares or any other securities of the Company;
	(l) the Company is the recorded and beneficial owner in and to all of the right, title and interest in and to the assets currently held by the Company, and has good and marketable title thereto free and clear of any actual, pending, contingent or, to ...
	(m) without limiting the foregoing, as of the Closing Date, the Company has the sole and exclusive right to use the intellectual property presently used by the Company in connection with the Business, free and clear, of any actual, pending, contingent...
	(n) the Company has not guaranteed and is not otherwise liable for the indemnification, assumption, endorsement or like commitment with respect to the debts, liabilities or obligations (contingent or otherwise) of any other person;
	(o) the audited financial statements of the Company for the period from incorporation on April 12, 2019 through to June 30, 2019 accurately disclose the debts and liabilities of the Company, whether absolute, accrued, contingent or otherwise, and the ...
	(p) a complete and accurate list and description of all material agreements (the “Company Material Agreements”) to which the Company is a party or by which the Company is bound is set forth in Schedule “B” hereto; and the Company Material Agreements h...
	(i) enforceability may be limited by bankruptcy, insolvency or other laws affecting creditors' rights generally;
	(ii) equitable remedies, including the remedies of specific performance and injunctive relief, are available only in the discretion of the applicable court;
	(iii) rights of indemnity and contribution hereunder may be limited under Applicable Law; and
	(iv) a court may stay proceedings before them by virtue of equitable or statutory powers;
	and neither the execution and delivery of any of the Company Material Agreements nor the consummation of the transactions contemplated therein will constitute or result in a breach of or default under, or create a state of facts which after notice or ...
	(i) the Company’s constituting documents or any resolutions of its directors, shareholders or other stakeholders;
	(ii) any indenture, agreement or instrument to which the Company is a party or by which it is bound; or
	(iii) to the Knowledge of the Company, any Applicable Laws or orders, rulings or other judgments or decisions of a court or regulatory authority having jurisdiction over the Company;

	and the Company Material Agreements are in full force and effect and in good standing, the Company has duly performed and observed its obligations under the Company Material Agreements in all material respects and is entitled to all the rights and ben...
	(q) the Company has filed in a timely manner all necessary tax returns and notices and has paid all applicable taxes of whatsoever nature for all tax years prior to the date hereof to the extent that such taxes have become due or have been alleged to ...
	(r) other than the executive officers of the Company, the Company has no employees or consultants, and there are no liabilities owing to former employees and consultants;
	(s) the Company has fulfilled all requirements under applicable laws with respect to all required deductions and withholding of amounts from any former employees and consultants and has remitted all such deductions and withheld amounts to the appropri...
	(t) the financial records of the Company are complete and accurate in all material respects and present fairly the financial condition, financial performance and cash flows of the Company, as at the date and for the periods indicated therein;
	(u) there are no actual, pending, contingent or, to the Knowledge of the Company, threatened Legal Proceedings which, individually or in the aggregate, would reasonably be expected to have a Material Adverse Effect on the Company;
	(v) the Company is not subject to any cease trade or other Order of any applicable securities regulatory authority or stock exchange and, to the Knowledge of the Company, no Legal Proceedings involving the Company which may operate to prevent or restr...
	(w) the Company is not insolvent under any applicable laws and there is no bankruptcy, liquidation, dissolution, winding-up or other similar proposal or proceeding or other Legal Proceeding in progress, pending, contingent or, to the Knowledge of the ...
	(x) the Books and Records of the Company have been maintained in accordance with all applicable statutory requirements and are complete in all material respects, accurate and up-to-date in all material respects and contain and accurately record the bu...
	(y) a complete and accurate list of all of the financial accounts, setting out the name of the bank, trust company, credit union or other financial institution, account numbers and the names of the persons authorized to draw on or give instructions wi...
	(z) all notices required to be given to third parties and all Consents required to be obtained or received by each of the Company and the Vendors in connection with the execution and delivery of this Agreement and the completion of the transactions co...
	(aa) the Company has not entered into any agreement or arrangement, written or oral, that would entitle any person to any claim against the Company for a brokerage or finder fee, commission or other compensation, or any like payment, in respect of thi...
	(bb) except for Ihuana, the Company has no subsidiaries, or equity ownership in any entity whatsoever; and
	(cc) except as disclosed herein or in writing to the Purchaser, the Company does not have any information or knowledge of any facts relating to the Company (including but not limited to the Company Shares, the Business or the assets of the Company) wh...

	4.3 The Purchaser represents and warrants to the Vendors and acknowledges that the Vendors are relying on such representations and warranties, that as of the date of this Agreement and the Closing:
	(a) the Purchaser is duly formed, validly existing and in good standing under the laws of its jurisdictions of formation and the Purchaser is not in default of any requirements of the Exchange;
	(b) the Purchaser is a reporting issuer in the Provinces of British Columbia, Alberta and Ontario (the “Reporting Jurisdictions”), and the Purchaser Shares are listed for trading on the Exchange;
	(c) the Consideration Shares to be issued by the Purchaser pursuant to this Agreement (i) have been duly authorized, and, upon issuance, will be validly issued, fully paid and non-assessable, (ii) will not be issued in violation of the certificate of ...
	(d) the Purchaser has three wholly-owned subsidiaries, 1177527 B.C. Ltd., Primary Nirvana Inc. and Prost Vanadium Corp.;
	(e) the authorized capital of the Purchaser consists of an unlimited number of Purchaser Shares, of which 23,322,486 Purchaser Shares are currently issued and outstanding; except for such Purchaser Shares and common share purchase warrants and options...
	(f) since June 30, 2019, Purchaser has not entered into any contract in respect of its business or assets, other than in the ordinary course of business, and has continued to carry on its business and maintain its assets in the ordinary course of busi...
	(g) the Purchaser is not currently in default of any requirement of the applicable laws of each of the Reporting Jurisdictions, and, except for the trading halt requested by the Purchaser in connection with the acquisition of the Company, no order cea...
	(h) there is no “material fact” or “material change” (as those terms are defined in Applicable Securities Laws) in the affairs of the Purchaser that has not been generally disclosed to the public;
	(i) the Purchaser has filed all forms, reports, documents and information required to be filed by it, whether pursuant to Applicable Securities Laws or otherwise, with the applicable Securities Authorities (the “Disclosure Documents”). As of the time ...
	(j) the Purchaser is in compliance in all material respects with all its disclosure obligations under Applicable Securities Laws and all documents filed by the Purchaser pursuant to such obligations are in compliance in all material respects with Appl...
	(k) there are no legal or governmental proceedings pending or, to the Knowledge of the Purchaser, contemplated or threatened, to which the Purchaser is a party or to which the property of the Purchaser is subject;
	(l) there are no actual, pending, contingent or, to the Knowledge of the Purchaser, threatened Legal Proceedings which, individually or in the aggregate, may result in or could reasonably be expected to have a Material Adverse Effect on the Purchaser;
	(m) the audited annual financial statements of the Purchaser as at December 31, 2018, as well as the unaudited condensed financial statements of the Purchaser for the interim period ending June 30, 2019, and the notes thereto (collectively, the “Purch...
	(n) the Purchaser has no outstanding material liability, whether direct, indirect, absolute or contingent or otherwise, which is not reflected in the Purchaser Financial Statements;
	(o) except as disclosed to the Company and as will be disclosed in the Listing Statement, the Purchaser has not entered into any material contract as of the date hereof;
	(p) except as disclosed in the Purchaser Financial Statements, the Purchaser has not engaged in any transaction with any non-arm's length person;
	(q) no person, firm or company acting or purporting to act at the request of the Purchaser is entitled to any brokerage or finder's fee in connection with the transactions contemplated herein, except in connection with: (i) the Purchaser Financing; (i...
	(r) the execution and delivery of this Agreement and all other agreements and instruments to be executed by it as contemplated herein and the completion of the transactions contemplated by this Agreement and all such other agreements and instruments h...
	(s) the Purchaser has duly executed this Agreement and this Agreement constitutes a legal, valid and binding obligation of it enforceable against it in accordance with the Agreement’s terms except that (i) enforceability may be limited by bankruptcy, ...
	(t) neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated herein will constitute or result in a breach of or default under, or create a state of facts which after notice or lapse of time or both wil...

	4.4 The representations and warranties set out herein shall survive the execution and delivery of this Agreement and shall terminate and be extinguished on the earlier of termination of this Agreement in accordance with its terms and the Closing.

	5. Interim Period
	5.1 During the period commencing on the date hereof and ending on the Closing or earlier termination of this Agreement (the “Interim Period”), the Company shall, with the exception of the transactions contemplated herein, only conduct its business, op...
	5.2 During the Interim Period, the Company and the Vendors and their respective agents will not, nor will they permit any of their respective directors, officers, employees or agents (including without limitation, attorneys, accountants, financial adv...
	5.3 During the Interim Period, the Company and the Vendors shall immediately notify the Purchaser orally and promptly in writing of any material change as defined in the Securities Act (British Columbia) and any circumstance or development that is or ...
	5.4 During the Interim Period, the Company shall not issue any securities or permit any dividends or distributions to be paid.

	6. Conditions of Closing
	6.1 The Vendors shall not be obligated to complete the sale of the Vendors Shares pursuant to this Agreement and the other transactions contemplated herein, unless each of the conditions listed below is satisfied, it being understood that the said con...
	(a) the representations and warranties of the Purchaser in this Agreement shall be true and correct in all material respects at the Closing, except those representations and warranties qualified by a materiality qualification which shall be true and c...
	(b) the covenants and conditions of the Purchaser to be performed and observed in this Agreement prior to or at Closing shall have been performed and observed;
	(c) the receipt of any Consents contemplated by this Agreement or otherwise necessary for this Agreement and the completion of the transactions contemplated herein, in form and content and upon such conditions, if any, acceptable to the Company, and a...
	(d) the Purchaser shall have changed its name to “Mota Ventures Corp.”, or such other name as is acceptable to the Company;
	(e) the Purchaser shall have completed a private placement of equity securities to arm’s length investors for gross proceeds of not less than $3,500,000 at an issue price of not less than $0.30 per Purchaser Share (or its equivalent) (the “Purchaser F...
	(f) during the Interim Period, there shall have been no event or change that has had or would be reasonably likely to have a Material Adverse Effect on the Purchaser; and
	(g) during the Interim Period, there shall have been no Order made or any Legal Proceedings commenced or threatened for the purpose, or which could have the effect, of preventing or restraining the completion of the transactions contemplated by this A...

	6.2 If any condition in section 6.1 hereof has not been fulfilled or if any such condition is or becomes impossible to satisfy, other than as a result of the failure of the Vendors or the Company to comply with their obligations under this Agreement, ...
	(a) terminate this Agreement by notice to the Purchaser; or
	(b) waive compliance with any such condition without prejudice to its right of termination in the event of the non-fulfillment of any other condition for its benefit.

	6.3 The Purchaser shall not be obligated to complete the purchase of the Vendors Shares pursuant to this Agreement and the other transactions contemplated herein, unless each of the conditions listed below is satisfied, it being understood that the sa...
	(a) the representations and warranties of the Vendors and the Company in this Agreement shall be true and correct in all material respects at the Closing, except those representations and warranties qualified by a materiality qualification which shall...
	(b) the covenants and conditions of the Vendors and the Company to be performed and observed in this Agreement prior to or at Closing shall have been performed and observed in all material respects;
	(c) the receipt of any Consents contemplated by this Agreement or otherwise necessary for this Agreement and the completion of the transactions contemplated herein, in form and content and upon such conditions, if any, acceptable to the Purchaser, and...
	(d) during the Interim Period, there shall have been no event or change that has had or would be reasonably likely to have a Material Adverse Effect on the Company;
	(e) the assets of the Company being free of all Adverse Interests, unless otherwise agreed by the Purchaser;
	(f) the Company having delivered to the Purchaser its financial statements, both audited and unaudited as applicable, for the periods required pursuant to applicable regulatory policies and the Exchange, for inclusion in any disclosure document or oth...
	(g) all obligations and other contractual commitments of the Company being in good standing in respect of the Business, including without limitation the non-termination of any material contracts and permits, including the Colombian Licence, and intell...
	(h) the Vendors having entered into such escrow arrangements as may be required by the Exchange;
	(i) the Purchaser having received evidence of satisfaction of all applicable listing requirements of the Exchange in connection with the business of the Company;
	(j) the Board of Directors of the Company shall have approved the transfer of the Company Shares contemplated in this Agreement, in accordance with the Articles of Incorporation of the Company; and
	(k) during the Interim Period, there shall have been no Order made or any Legal Proceedings commenced or threatened for the purpose, or which could have the effect, of preventing or restraining the completion of the transactions contemplated by this A...

	6.4 If any condition in section 6.3 hereof has not been fulfilled or if any such condition is or becomes impossible to satisfy, other than as a result of the failure of the Purchaser to comply with its obligations under this Agreement, then the Purcha...
	(a) terminate this Agreement by notice to the Company; or
	(b) waive compliance with any such condition without prejudice to its right of termination in the event of the non-fulfillment of any other condition for its benefit.


	7. Closing
	7.1 The Closing shall take place at the offices of counsel to the Purchaser, at such time and date as may be agreed by the parties, such agreement not to be unreasonably withheld.
	7.2 At Closing, the Vendors and the Company shall deliver or cause to be delivered to the Purchaser the following documents:
	(a) a certificate of a senior officer of the Company (without personal liability) dated as of Closing certifying that the representations and warranties of the Company contained herein are true and correct in all material respects as of Closing, excep...
	(b) certified copy of the resolutions of the Company authorizing this Agreement and the transactions contemplated herein and hereby;
	(c) the minute books of the Company and all corporate, financial, legal and technical files, records and data of the Company related to the Business;
	(d) certificates representing the Vendors Shares owned by the Vendors duly endorsed for transfer to the Purchaser or accompanied by a stock transfer power of attorney; and
	(e) a certificate representing the Vendors Shares, duly registered in the name of the Purchaser.

	7.3 At Closing, the Purchaser shall deliver or cause to be delivered to the Vendors the following documents:
	(a) a certificate of a senior officer of the Purchaser (without personal liability) dated as of Closing certifying that the representations and warranties of the Purchaser contained herein are true and correct in all material respects as of Closing, e...
	(b) certified copy of the resolutions of the Purchaser authorizing this Agreement and the transactions contemplated herein and hereby; and
	(c) certificates representing the Consideration Shares duly issued to the Vendors and registered in accordance with Schedule “A” hereto or as the Vendors may otherwise direct in writing.


	8. Termination
	8.1 This Agreement may be terminated by the mutual consent of the parties or in the following circumstances by written notice given by the terminating party to the other parties hereto:
	(a) by either the Company or the Purchaser if the Closing has not occurred on or before December 31, 2019 or such later date as may be mutually agreed by the Purchaser and the Company;
	(b) by the Company if the Purchaser is in default of any covenant on its part to be performed hereunder, the Vendors have given written notice to the Purchaser of such default, and the Purchaser has not proceeded to cure such default within fourteen (...
	(c) by the Purchaser if any of the Vendors or the Company is in default of any covenant on its part to be performed hereunder, the Purchaser has given written notice to the Vendors and the Company of such default, and the Vendor in default and/or the ...

	8.2 Upon termination of this Agreement, each party hereto shall be released from all obligations under this Agreement, except this section 8.2 and sections 10, 11 and 12, which provisions shall survive such termination.  Each party’s right of terminat...

	9. Notices
	9.1 Any notice, communication, instrument or document required or permitted to be given under this Agreement shall be in writing and may be given by personal delivery, pre-paid, certified or registered mail, or by telecommunication, facsimile, email o...
	(a) If to the Company or the Vendors at:
	(b) If to the Purchaser at:

	9.2 A party may at any time in the above manner give notice to the other parties of any change of address and after the giving of such notice the address or addresses specified will be the address of such party for the purpose of giving notice hereunder.

	10. Expenses
	10.1 Each of the parties hereto shall bear all expenses incurred by such party in connection with the preparation and fulfillment of this Agreement, including but not limited to the fees and expenses of their legal counsel, accountants, financial, tax...

	11. Public Announcement; Disclosure and Confidentiality
	11.1 Unless and until the transactions contemplated in this Agreement will have been completed, none of the parties shall make any public announcement concerning this Agreement or the matters contemplated herein, their discussions or any other memoran...
	11.2 All information provided to or received by the parties hereunder shall be treated as confidential (“Confidential Information”). Subject to the provisions of this section 11.2, no Confidential Information shall be published by any party hereto wit...
	11.3 The obligations of confidence and prohibitions against use of Confidential Information under this Agreement shall not apply to information that the disclosing party can show by reasonable documentary evidence or otherwise: (a) as of the date of t...

	12. General
	12.1 This Agreement (including the Schedules hereto) constitutes the entire agreement among the parties and replaces and supersedes all prior agreements, memoranda, correspondence, communications, negotiations and representations, whether oral or writ...
	12.2 The parties shall from time to time prior to or after Closing execute and deliver any and all such instruments and other documents and perform any and all such acts and other things as may be necessary or desirable to carry out the intent of this...
	12.3 Any amendments hereto or waivers in respect hereof shall only be effective if made in writing and executed by the parties thereto.  No waiver shall constitute a waiver of any other provision or act as a continuing waiver unless such is expressly ...
	12.4 Time is of the essence of this Agreement.  Any failure to exercise any rights provided for hereunder shall not, in the absence of a waiver in accordance with the terms hereof, affect the subsequent enforcement of such right.
	12.5 The invalidity or unenforceability of any provision hereof shall not affect or impair the validity or enforceability of the remainder of the Agreement or any other provision hereof.  In the event that any provision hereof is invalid or unenforcea...
	12.6 This Agreement and any rights herein or hereto shall not be assigned or otherwise transferred by any party hereto without the express written consent of the other parties hereto.  This Agreement shall enure to the benefit of and be binding upon t...
	12.7 This Agreement shall be exclusively governed by and construed in accordance with the laws of British Columbia and the laws of Canada applicable therein.  For the purposes of all legal proceedings, this Agreement shall be deemed to have been made ...
	12.8 This Agreement may be executed and delivered in two or more counterparts and by facsimile and by electronic delivery.  Each such counterpart, facsimile and electronically delivered copy shall be deemed to form one and the same and an originally e...
	[Signature page follows.]



