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FORM 7 
 

MONTHLY PROGRESS REPORT 
 

March 2018 

Name of Listed Issuer: Veritas Pharma Inc. (the “Company”). 

Trading Symbol: VRT 

Number of Outstanding Listed Securities: 66,296,800 common shares  

Date: April 10, 2018 

Report on Business 

1. Provide a general overview and discussion of the development of the Issuer’s 
business and operations over the previous month.  Where the Issuer was inactive 
disclose this fact. 

 

On March 08, 2018 the Company announced the signing of a non-binding Letter of Intent 

(“LOI”) with 3 Carbon Extractions Inc. (“Carbon”). It outlines the general terms and 

conditions upon which Veritas will be prepared to make investments in Carbon to acquire 

up to a 100% equity and voting interest in 3 Carbon. The Founder of Carbon, Philip Kwong, 

will also be joining the Company’s advisory board and he will be engaged as a Consultant.  

Veritas Pharma is interested in the development of cannabis extracts utilizing Cannevert 

Therapeutic Ltd.’s (“Cannevert”) proprietary cannabis strains for upcoming clinical trials. 

The Company also thinks that 3 Carbon can benefit from its relationship with the help of 

Cannevert’s Health Canada Dealer Licence. Through Cannevert’s import of diverse 

cannabis strains from within and outside of Canada, it is anticipated that unique extracts 

will be derived with novel therapeutic benefits.  

Preclinical and clinical research will be formally conducted on 3 Carbon extracts with the 

assistance of Cannevert scientists. 3 Carbon Extractions is a British Columbia entity which 

is in the business of designing cannabis extraction facilities and utilizing its own 

proprietary extraction methods and equipment supplier relationships to deliver best in class 

cannabis extracts to the existing cannabis for medical purposes sector which it intends 

parlay into the recreational market, when cannabis extracts are expected to become legal 

in Canada in 2019.  

Philip Kwong is a certified cannabis extraction specialist who, over the last two years, has 

developed the proprietary formulas/recipes, safe practices and procedures for processing 

extracts and other products from the cannabis plant, specifically through light hydrocarbon 

extraction processes. Philip collaborates with Extraction Tek Solutions Inc. (“ETS”), the 

Colorado based equipment manufacturer, and a marketing representative for ETS 

equipment for the Canadian cannabis market. Philip has a passion for cannabis-based 

research and the development of remedies for neurological and immune system diseases 

and disorders, such as multiple sclerosis and epilepsy and has been successful in producing 
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product which has brought relief to his own Remitting-Relapsing Multiple Sclerosis. LOI 

Transaction Details:  

• $150,000 US upon the signing of the LOI  

• $150,000 US upon the signing of a Definitive Agreement  

• 1,500,000 shares of Veritas Pharma Inc. subject to escrow policies as dictated by the CSE. 

• Above Consideration is in exchange for a 50% equity interest in Carbon  

• The remaining 50% equity interest can be acquired by Veritas based a value to be decided 

by qualified independent business valuator will be jointly engaged by VRT and 3 Carbon 

(the cost of which will be paid by VRT) to prepare a valuation report (the “3 Carbon 

Valuation Report”) to determine, as at the third anniversary of the date of the Definitive 

Agreement, the total value of 3 Carbon (the “3 Carbon Value”). If the 3 Carbon Valuation 

Report does not state the 3 Carbon Value as a specific amount but instead expresses a range 

of value, the parties agree that the midpoint of the stated range shall be deemed to be the 3 

Carbon Value.  

• Each shareholder of 3 Carbon other than VRT (a “Selling Shareholder”) shall have the 

right, for a period of 60 days following that shareholder’s receipt of the 3 Carbon Valuation 

Report, to give notice to VRT (the “Notice”) that it requires VRT to purchase the 3 Carbon 

Shares held by that shareholder (the “Seller’s 3 Carbon Shares”), the purchase price for 

which shall be paid in cash or in fully paid and non-assessable common shares of VRT (the 

“VRT Shares”) if the VRT Shares are listed or quoted for trading on a stock exchange (the 

“Stock Exchange”), or in a combination thereof, as may be determined by VRT in its 

discretion. The purchase price for the Seller’s 3 Carbon Shares (the “Buyout Price”) will 

be determined as follows:  

Buy-out Price = 3 Carbon Value x Y  

where Y is the percentage of 3 Carbon Extractions Inc.’s issued and outstanding common 

share capital that the Seller’s 3 Carbon Shares represent as at the third anniversary of the 

date of the Definitive Agreement. The number of VRT Shares to be issued in payment of 

the Buy-out Price (if applicable) will be determined by dividing the Buy-out Price by the 

Discounted Market Price (hereinafter defined). The, “Discounted Market Price” means the 

average closing price on the stock exchange on which the VRT Shares primarily trade for 

the period comprising the 30 trading days immediately prior to the third anniversary of the 

date of the Definitive Agreement, less the maximum discount allowed by the policies of 

such stock exchange.  

• VRT shall, within 45 days of VRT’s receipt of the Notice, deliver the Buy-out Price to 

the Selling Shareholder in exchange for the share certificate representing the Seller’s 3 

Carbon Shares endorsed for transfer. The LOI was negotiated at arm's length and is 

effective as of March 7, 2018. The parties will use reasonable commercial efforts to enter 

into the Definitive Agreement within 30 days of VRT's acceptance of this LOI, or such 

later date as may be mutually agreed to, in writing, by the parties, which Definitive 

Agreement will, upon execution replace and supersede this LOI.  

The parties acknowledge that the Definitive Agreement will contain the covenants and 

conditions set out herein and additional representations, warranties and terms that are 

included in transactions similar to the Transaction. VRT will pay $150,000 USD upon the 

signing of the LOI. The transaction will be subject to requisite regulatory approvals 
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including the approval of the Canadian Securities Exchange (the “CSE”) and other closing 

conditions. 

On March 15, 2018 the Company announced that Justin Kausel has joined the Company 

as Director of Business Development. Justin will report to Dr. Lui Franciosi CEO, and will 

be responsible for the Company’s business development strategy and implementation of 

new business opportunities.  

Mr. Kausel is an energetic and driven business professional who for more than a decade 

has been developing startups with lasting success. With a background in business 

development, marketing and operations management, Justin has held positions as VP 

Marketing, Vice-President and Managing Director. Justin has seen success as a strategic 

consultant for three technology companies in the dental, healthcare and blockchain fields. 

He has extensive strategic & tactical experience from the startups in both Canadian and 

international markets. Justin has forged enduring relationships with C-suite teams at some 

of the world’s largest B2B and B2C companies and include Cadillac Fairview, Ivanhoe 

Cambridge, Oxford, Morguard, Audi, Bell, L’Oreal, Lexus, and Mercedes. Mr. Kausel also 

holds a Bachelor of Arts in International Relations from Concordia University. 

On March 21, 2018, the Company announced that it had completed the 100% takeover of 

its research arm, Cannevert Therapeutics Ltd. (“CTL”). As previously announced on 

February 20, 2018, Veritas and Cannavert entered into an agreement on the potential value 

of taking over the remaining 20% of Cannevert not already owned by Veritas which 

resulted into entering a purchase agreement (the "Purchase Agreement"). Davidson & 

Company LLP (“Davidson”) of Vancouver provided a Fairness Opinion and according to 

Davidson, a Fairness Opinion is defined as, “any written communication containing a 

conclusion as to the fairness of a proposed transaction to security holders, from a financial 

point of view.” Pursuant to the terms of the agreement, the Company has issued CTL 

shareholders 5,000,000 Common Shares (“Shares”) of Veritas.  

The Cannevert acquisition will further enhance and extend the Company's product offering 

through development of the most effective cannabis strains, advancing the science behind 

medical cannabis, providing distribution channels for the Companies patent protected IP 

(cultivars & strains) products and sell or license to cancer clinics, in Canada, the US, and 

Europe.  

Cannevert Therapeutics, Ltd. ("CTL") has its office at the Gerald McGavin building on the 

campus of the University of British Columbia (“UBC”) which is owned by UBC Property 

Trust as an independent incubator site. Cannevert is 100% owned by Veritas Pharma Inc. 

and was established for the specific purpose of releasing the therapeutic potential of 

different cannabis cultivars in a clear, systematic and scientific manner. The company was 

founded by and consists of a group of academic scientists, some of whom are emeritus 

professors of pharmacology and anaesthesiology at UBC, experienced PhD scientists, and 

technical personnel. All are committed to the above specific goal. The various members of 

the team have a range of expertise, covering a wide area of relevant experience from many 

aspects of chemistry, to pharmacology, clinical expertise and clinical trials. As an 

indication of their academic expertise, many have spent years as professors at UBC, 

principally in the Faculty of Medicine.  

Several members also have extensive experience with starting and running biotech 

companies, including the public companies, Cardiome Pharma Corp. and Verona Pharma 
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PLC. They have also founded private companies other than Cannevert, including Magic 

Bullets Enterprises Ltd., TherExcell Pharma Inc., Pneumolabs UK Ltd. and others – all 

dedicated to drug discovery. Thus, there is over 150 years of collective experience in drug 

discovery and drug-related studies that has a direct relationship to the clear and unequivocal 

avowed goal of Cannevert. 

On March 29, 2018 the Company announced the closing of a private placement of units. 

Under the terms of the Private Placement Offering, the Company issued 3,000,000 Units. 

Under the terms of the placement, each unit consists of one common share and one share 

purchase warrant for $0.50 per share. The Company has received $1,500,000. Each share 

purchase warrant will entitle the holder to acquire an additional share for $0.70 for 36 

months following the Closing Date. The Company can reduce the exercise period in the 

event that the trading price of the Shares is $1.50 or more for a period of ten consecutive 

days. Proceeds from this private placement will used to advance the human trials, and for 

working capital purposes. 

2. Provide a general overview and discussion of the activities of management. 

Please refer to Question 1 

3. Describe and provide details of any new products or services developed or offered. 
For resource companies, provide details of new drilling, exploration or production 
programs and acquisitions of any new properties and attach any mineral or oil and 
gas or other reports required under Ontario securities law. 

None. 

4. Describe and provide details of any products or services that were discontinued. 
For resource companies, provide details of any drilling, exploration or production 
programs that have been amended or abandoned. 

None. 

5. Describe any new business relationships entered into between the Issuer, the 
Issuer’s affiliates or third parties including contracts to supply products or services, 
joint venture agreements and licensing agreements etc. State whether the 
relationship is with a Related Person of the Issuer and provide details of the 
relationship. 

Please refer to Question 1. 

6. Describe the expiry or termination of any contracts or agreements between the 
Issuer, the Issuer’s affiliates or third parties or cancellation of any financing 
arrangements that have been previously announced. 

None. 

7. Describe any acquisitions by the Issuer or dispositions of the Issuer’s assets that 
occurred during the preceding month.  Provide details of the nature of the assets 
acquired or disposed of and provide details of the consideration paid or payable 
together with a schedule of payments if applicable, and of any valuation. State how 
the consideration was determined and whether the acquisition was from or the 
disposition was to a Related Person of the Issuer and provide details of the 
relationship. 
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None. 

8. Describe the acquisition of new customers or loss of customers. 

None. 

9. Describe any new developments or effects on intangible products such as brand 
names, circulation lists, copyrights, franchises, licenses, patents, software, 
subscription lists and trade-marks. 

None 

10. Report on any employee hirings, terminations or lay-offs with details of anticipated 
length of lay-offs. 

Please refer to Question 1. 

11. Report on any labour disputes and resolutions of those disputes if applicable. 

None. 

12. Describe and provide details of legal proceedings to which the Issuer became a 
party, including the name of the court or agency, the date instituted, the principal 
parties to the proceedings, the nature of the claim, the amount claimed, if any, if 
the proceedings are being contested, and the present status of the proceedings. 

None. 

13. Provide details of any indebtedness incurred or repaid by the Issuer together with 
the terms of such indebtedness. 

None. 

14. Provide details of any securities issued and options or warrants granted. 

Please refer to Question 1. 

15. Provide details of any loans to or by Related Persons. 

None. 

16. Provide details of any changes in directors, officers or committee members. 

None 

17. Discuss any trends which are likely to impact the Issuer including trends in the 
Issuer’s market(s) or political/regulatory trends. 

None. 

 



 

 

FORM 7 – MONTHLY PROGRESS REPORT 
Page 6 

Certificate Of Compliance 

The undersigned hereby certifies that: 

1. The undersigned is a director and/or senior officer of the Issuer and has been duly 
authorized by a resolution of the board of directors of the Issuer to sign this 
Certificate of Compliance. 

2. As of the date hereof there were is no material information concerning the Issuer 
which has not been publicly disclosed. 

3. The undersigned hereby certifies to the Exchange that the Issuer is in compliance 
with the requirements of applicable securities legislation (as such term is defined 
in National Instrument 14-101) and all Exchange Requirements (as defined in 
CNSX Policy 1). 

4. All of the information in this Form 7 Monthly Progress Report is true. 

Dated April 10, 2018 

 David Alexander 
Name of Director or Senior 
Officer 

 “David Alexander” 
Signature 

 
Chief Financial Officer  
Official Capacity 
 

Issuer Details 
Name of Issuer 

Veritas Pharma Inc. 

For  Month 
End 
March 2018 

Date of Report 
YY/MM/D 
2018/04/10 

Issuer Address 
 
Suite 310 – 221 West Esplanade, North Vancouver, BC V7M 3J3 

City/Province/Postal Code 
 
Vancouver, B.C., V6T 1Z3 

Issuer Fax No. 
(778)262-0120 

Issuer Telephone No. 
(778)968-6260 

Contact Name 
 
David Alexander 

Contact 
Position 
CFO 

Contact Telephone No. 
778-772-8184 

Contact Email Address 
ir@veritaspharmainc.com 

Web Site Address 
www.veritaspharmainc.com 
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