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NEXTLEAF SOLUTIONS LTD.  
MANAGEMENT’S DISCUSSION AND ANALYSIS (“MD&A”) 

 
The following discussion and analysis of the financial condition and results of operations of Nextleaf Solutions Ltd. 
(“Nextleaf” or the “Company”) for the year ended September 30, 2022 should be read in conjunction with the Company’s 
audited annual consolidated financial statements for the year ended September 30, 2022 (the “financial statements”). 
The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”). 
All monetary amounts in this MD&A are expressed in Canadian dollars, or as otherwise indicated.  
 
The information contained herein is presented as at January 30, 2023 (the “MD&A Date”). 
 
Additional information relating to the Company, including the Annual Information Form (“AIF”) dated November 15, 
2021, is filed with Canadian securities regulatory authorities (www.sedar.com) and on the Company’s website at 
www.nextleafsolutions.com.   
 
For the purposes of preparing this MD&A, Management, in conjunction with the Board of Directors, considers the 
materiality of information. Information is considered material if: (i) such information results in, or would reasonably be 
expected to result in, a significant change in the market price or value of Nextleaf’s common shares; or (ii) there is a 
substantial likelihood that a reasonable investor would consider it important in making an investment decision; or (iii) it 
would significantly alter the total mix of information available to investors. Management, in conjunction with the Board 
of Directors, evaluates materiality with reference to all relevant circumstances, including potential market sensitivity. 
 
FORWARD-LOOKING STATEMENTS 
 
Certain statements contained in this MD&A, constitute “forward-looking information” and “forward-looking statements”. 
All statements other than statements of historical fact contained in this MD&A, without limitation, those regarding the 
future financial position and results of operations, strategy, plans, objectives, goals, targets and future developments of 
the Company in the markets where the Company participates or is seeking to participate, and any statements preceded 
by, followed by or that include the words “believe”, “expect”, “aim”, “intend”, “plan”, “continue”, “will”, “may”, “would”, 
“anticipate”, “estimate”, “forecast”, “predict”, “project”, “seek”, “should” or similar expressions or the negative thereof, 
are forward-looking statements. 
 
Forward-looking statements include, without limitation, the information concerning possible or assumed future results 
of operations of Nextleaf set out throughout this MD&A, including statements regarding: the impact of COVID-19 on the 
Company’s business; the Company’s expectations regarding the market for cannabis concentrates; the Company’s 
expectations regarding legislation, regulations and licensing related to the import, export, processing and sale of 
cannabis products by the Company; the ability to enter and participate in international market opportunities; the ability 
to secure dried cannabis inventory through long-term supply contracts or otherwise; product diversification and future 
corporate development; anticipated results of research and development; production capacity expectations including 
discussions of plans or potential for expansion of capacity at existing or new facilities; expectations with respect to 
future expenditures and capital activities; and statements about expected use of proceeds from fundraising 
activities.  
 
These statements are not historical facts but instead represent only the Company’s expectations, estimates and 
projections regarding future events. These statements are not guarantees of future performance and involve 
assumptions, risks and uncertainties that are difficult to predict. Therefore, actual results may differ materially from what 
is expressed, implied or forecasted in such forward-looking statements. Management provides forward-looking 
statements because it believes they provide useful information to readers when considering their investment objectives 
and cautions readers that the information may not be appropriate for other purposes. Consequently, all of the forward-
looking statements made in this MD&A are qualified by these cautionary statements and other cautionary statements 
or factors contained herein, and there can be no assurance that the actual results or developments will be realized or, 
even if substantially realized, that they will have the expected consequences to, or effects on, the Company. These 
forward-looking statements are made as of the date of this MD&A and the Company assumes no obligation to update 
or revise them to reflect subsequent information, events or circumstances or otherwise, except as required by law.  
 
The forward-looking statements in this MD&A are based on numerous assumptions regarding the Company's present 
and future business strategies and the environment in which the Company will operate in the future, including 
assumptions regarding business and operating strategies, and the Company’s ability to operate on a profitable basis. 
 
RISKS AND UNCERTAINTIES 
 
Risk is inherent in all business activities and cannot be entirely eliminated. An investment in the Company’s common 
shares involves risk. Investors should carefully consider the risks and uncertainties described below and, in the AIF, 
filed with Canadian securities regulators (www.sedar.com) which may not be a comprehensive list of risks and 
uncertainties as additional risks and uncertainties, including those unknown by the Company at this time, or are currently 
considered immaterial, may exist, and other risks may apply. 

  

http://www.sedar.com/
http://www.nextleafsolutions.com/
http://www.sedar.com/
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In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic, which has adversely 
affected workforces, economies, and financial markets globally. The Company has taken various measures to prioritize 
the health and safety of its employees, customers, and partners, including restricted work travel and site access; 
improved safety and hygiene; and the requirement of nonessential staff members to work remotely. As a manufacturer 
of bulk products which are utilized in the production of consumable and medicinal products, the Company maintains 
robust quality standards with strict hygiene practices and mandated personal protective equipment. The Company has 
received various Government subsidies and a loan to assist with operating costs during the pandemic.  
 
COMPANY OVERVIEW 

 
Nextleaf® is a federally regulated manufacturer and distributor of cannabis vapes and oils under its award-winning 
prohibition-era brand, Glacial Gold™. The Company sells its branded products through government distributors and 
authorized retailers in 4 provinces in Canada. Nextleaf is a low-cost producer of cannabis oils, and supplier of THC and 
CBD to licensed wholesale partners across Canada.  
 
Through its wholly-owned subsidiary Nextleaf Labs Ltd. (“Nextleaf Labs”), the Company holds a Standard Processing 
Licence from Health Canada that authorizes the sale of cannabis products directly to government distributors and 
authorized retailers across Canada. Nextleaf Labs has received all necessary sales amendments, removing restrictions 
on sale of any class of cannabis products including dried flower, pre-rolls, vapes, softgel capsules, edibles, ingestible 
oils, and other extracts.  
 
The Company’s Glacial Gold™ and High Plains™ branded cannabinoid vapes, oils, and softgels are distributed by 
British Columbia Liquor Distribution Branch (“BCLDB“), Ontario Cannabis Store (“OCS”), Nova Scotia Liquor Commission 
(“NSLC”), National Cannabis Distribution in Saskatchewan, and across Canada by Mendo Medical and select 
pharmacies.  
 
Nextleaf is a global leader in cannabinoid innovation and intellectual property. The Company has been issued 19 U.S. 
patents, and 100 patents globally, on cannabinoid processing including extraction, distillation, and acetylation. 
Nextleaf’s patented ingredient processing technology transforms cannabis and hemp biomass into high-purity distillate 
at an industrial scale. Nextleaf develops cannabinoid-based formulations and delivery technology through its Health 
Canada Research Licence with sensory evaluation of cannabis via human testing. 
 
Nextleaf has engaged CannDelta with respect to its application for a Dealer’s Licence and has received acceptance of 
its application, currently under review by Health Canada. Assuming approval from Health Canada, the Dealer’s Licence 
is expected to allow Nextleaf Labs to conduct a variety of activities relating to psilocybin and psilocin including R&D, IP 
development, production of base substance materials, laboratory analysis, as well as the sale and distribution of the 
substances to authorized individuals, including researchers and for its use in clinical trials.  
 
The Company was incorporated under the Business Corporations Act (British Columbia) (the “BCBCA”) on December 
8, 2016 under the name “1099582 B.C. Ltd.”. The Company changed its name to “Legion Metals Corp.” on March 28, 
2017 and to “Nextleaf Solutions Ltd.” on March 14, 2019. The Company’s head office is located at #304 – 68 Water 
Street, Vancouver, British Columbia, V6B 1A4 and its registered and records office is located at #600 – 1090 West 
Georgia Street, Vancouver, British Columbia, V6E 3V7.  
 
The Company’s common shares are listed for trading on the Canadian Securities Exchange (the “Exchange”) under 
the trading symbol “OILS”, on the OTCQB Market in the United States under the symbol “OILFF”. 
 
OVERALL PERFORMANCE 
 
For the year ended September 30, 2022, and through to the MD&A Date, the Company’s performance is highlighted by 
key milestones as listed below. 
 

During fiscal Q4 2022: 

 
• Nextleaf remained a top-10 supplier of cannabis vapes and oils in British Columbia.  
• The labour strike at the BC LDB impacted the British Columbia market and slowed the Company’s sales 

momentum during fiscal Q4 2022. 
• Nextleaf launched of a number of new innovative cannabis products in British Columbia, including the 

Company’s first cannabinol (“CBN”) product for sleep. Glacial Gold™ After Hours CBN:THC Drops are 
formulated for night-time use, to help consumers with sleep due to CBN’s reported sedating effects.    

• Nextleaf launched its new CBD 3:1 vape. The Glacial Gold™ CBD 3:1 Vape is made with distilled cannabinoids 
produced by Nextleaf and formulated with its signature Berry Lemonade flavour. The Company’s technology 
stack enables the transformation of industrial hemp biomass into CBD distillate purified to be free of wax, 
chlorophyll, and pesticides.  
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• During fiscal Q4, the Company received its largest purchase order to date from the Province of Ontario’s OCS.  
In Ontario, Nextleaf launched the new Glacial Gold™ High THC Holiday Fruitquake Vape, a one-gram THC 
vape cartridge with a holiday inspired flavour.  

• The Company announced validation of its technology to produce Broad Spectrum THC-free CBD distillate 
("THC-Free CBD") from industrial hemp feedstock. Under the Cannabis Act, a pure CBD product is defined as 
CBD containing less than 0.3% THC. The Company's intellectual property stack covers the extraction and 
distillation of industrial hemp and uses the new technology to further refine the CBD distillate below the defined 
threshold. The result is an excise tax-free, broad-spectrum, THC-Free CBD ingredient that may have mass 
market therapeutic and wellness appeal for consumers looking for all the benefits of CBD with the minor 
cannabinoids found within the plant, without the THC effects.  

• Nextleaf announced its first THC-Free CBD product: Glacial Gold™ Rise & Shine CBD Drops, a broad-
spectrum alternative to CBD isolates.  

• The Company announced it would be launching its new Glacial Gold™ THC 10mg Softgels, in 10-pack and 
50-pack formats, along with the new Glacial Gold™ Session THC Lime Ginger Haze Vape. These products hit 
stores subsequent to year end.  

 
During fiscal Q3 2022: 
 
• The Company announced that it produced D9-tetrahydrocannabinol acetate (D9-THC-OAc, delta-9-THC-OAc, 

THC-OAc), colloquially referred to as THC-O ("THC-O"). The Company has received strong interest in its THC 
Alternative Ingredients from provincial government buyers and other manufacturers. Federal Regulators have 
confirmed the Company's understanding that THC-O is not subject to excise tax as it does not meet the definition 
of "Total THC" as defined under the Excise Act 2001, which is aligned with the definition of the same in the Cannabis 
Act. With THC-O, Nextleaf sees potential for market disruption by launching its novel cannabinoid ingredient as a 
tax-free alternative to delta-9-THC.  

• Excise tax on delta-9-THC extracts makes up a large portion of the price consumers pay, with some delta-9-THC 
products subject to excise tax over 40% of the duty paid landed cost to provincial government distributors and 
medical cannabis pharmacies. Nextleaf is commercializing its plant-based THC-O ingredient as a therapeutic 
product sold under the Company's brands through provincial distributors and medical cannabis sales partners. With 
the addition of THC-Free CBD Distillate, the Company can now offer its licensed manufacturing partners two distinct 
tax-free cannabinoids through bulk ingredient purchase. 

• The Company announced a strategic agreement with Hempcrete Natural Building Ltd. (“Hempcrete Natural”), an 
international construction company creating carbon neutral communities, whereby Hempcrete Natural, on a non-
exclusive basis, intends to commercialize certain of the Company’s intellectual property, specifically, a U.S. patent 
related to hemp biomass processing for the production of hemp ash. 

• The Company was awarded a U.S. patent for technology that maximizes cannabinoid yield and reduces waste. 
This is the Company’s 18th issued U.S. patent. 

• Glacial Gold softgels (Summer 2022) were launched, signifying the Company’s expansion into the “Capsules” 
category. Three new Glacial Gold vape SKUs were also launched in B.C., including two new cannabinoid vape 
formulations.  

During fiscal Q2 2022: 
 
• Cannavolve Inc. (“Cannavolve”) was engaged by the Company to provide field coverage at cannabis retailers and 

support the national rollout of Glacial Gold products. Cannavolve has a wide network of cannabis sales reps 
throughout every major provincial market in Canada. The partnership will help Nextleaf drive increased distribution 
and same-store sales of Glacial Gold. 

• The Company supplied Canada’s first cannabis pharmacy with Glacial Gold products. 

• The Company provided the following data on the sales of its Glacial Gold™ cannabis vapes and oils for the three 
months ended December 31, 2021, in British Columbia:  

• Nextleaf Labs is a top-10 supplier of vapes and oils 

• Glacial Gold™ Anytime Vape is the #1 selling CBD focused vape 

• Glacial Gold™ is the #7 brand in oils by revenue (5.5% market share) 

• Glacial Gold™ is the #7 brand in vape cartridges by units sold (4.1% market share) 

• 12 total Glacial Gold™ product listings in B.C. - including seven high volume 1-gram vape SKUs 

• Multiple Top 20 product rankings within the vape and oil categories in B.C. 

• Approval was received from the Ontario Cannabis Store (OCS) to list Glacial Gold branded products for 
sale throughout the province of Ontario.  
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• Glacial Gold CBD and THC products became available in Nova Scotia through Nova Scotia Liquor Corporation 
cannabis stores. 

• Distilled CBD 100 Oil and Distilled CBD 200 Oil became available nationally through its medical cannabis 
distribution partner, Mendo. 

During fiscal Q1 2022: 

• The Company completed a public offering of 15,844,208 units at $0.20 per unit (the “Units”) for gross proceeds 
of $3,168,842 under a prospectus supplement dated December 15, 2021. Each Unit consisted of one common 
share and one common share purchase warrant. Each warrant is exercisable at a price of $0.275 each for a 
period of 24 months until December 22, 2023. 

• Two new branded products were launched under the Glacial Gold brand: Distillate CBD 100 and Distilled CBD 
200, both distilled bottle oil products. Upon announcement, Distillate CBD 200 contained the highest potency 
of CBD available in Canada in an ingestible oil format.  

• Nextleaf Labs received acceptance of its application for a Dealer’s Licence, now formally under review by 
Health Canada. 

• The Company filed a short form base shelf prospectus relating to the offering for sale of equity securities of 
the Company for a 25-month period, with a total offering price of up to $20,0000,000. 

• The Company entered into an agreement with Medicibis (Mendo), a Québec-based cannabis product 
distributor, for the sale and distribution of Glacial Gold branded products through Medicibis’ national medical 
platform. 

• The Company entered into an agreement with National Cannabis Distribution Inc., a wholly-owned subsidiary 
of Kiaro Holdings Corp., for the sale and distribution of Glacial Gold branded products throughout 
Saskatchewan. 

SUBSEQUENT EVENTS 

On November 3, 2022, Nextleaf announced that the United States Patent and Trademark Office has granted the 
Company its 19th issued U.S. patent. This patent describes the Company’s proprietary method in which spent cannabis 
and hemp biomass is heated in stages to reclaim residual cannabinoids and maximize yield while simultaneously 
generating activated carbon.  

On January 11, 2023, the Company announced the amendment of its senior secured note (the "Note"). In consideration 
for the amendments to the payment terms and maturity date of the Note, the Company has agreed to (i) pay to the 
holder a forbearance fee equal to $75,000, which amount shall be added to the original principal amount owing under 
the Note and (ii) amend the conversion price of the Note to $0.055 per share. 

On various dates, The Company issued 2,100,000 common shares to the holder of the Note, in respect of the conversion 
of $130,500 of the principal value of the Note. 
 
CHANGE IN MANAGEMENT AND BOARD OF DIRECTORS  
 
During the year ended September 30, 2022 and to the MD&A Date, the Company had the following changes to its 
Executive Officers and Board of Directors: 

• Effective April 28, 2022, Mr. Kevin Keagan replaced Mr. Charles Ackerman as CFO. Additionally. Mr. Kevin 
Keagan was appointed to the Board of Directors while Mr. Charles Ackerman stepped down from his position on 
the Board.  

• Effective May 31, 2022, Mr. Sam Kassem was appointed to the Company’s Board of Directors pending his 
security clearance being approved by Health Canada. Mr. Kassem’s appointment replaces the resignation of Tim 
Gillis. 

SELECTED ANNUAL INFORMATION 
 
The following table sets out selected historical financial information of Nextleaf. Such information is derived from the 
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audited financial statements of Nextleaf. 
 

Revenue                5,351,509                3,516,362                    690,684 
Gross profit (loss)                    661,238                  (855,029)                    (46,170)
Loss and comprehensive loss               (3,486,716)               (5,385,353)               (5,953,616)
Loss per share - basic and diluted                         (0.03)                         (0.04)                         (0.05)
Total assets                7,152,074                9,192,755                9,780,757 
Total liabilities                4,136,858                5,765,502                2,518,370 
Shareholders' equity                3,015,216                3,427,253                7,262,387 

September 30,
2022

$

September 30,
2021

$

September 30,
2020

$
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FOURTH QUARTER 

For the three months ended September 30, 2022 and September 30, 2021 
 
The Company’s performance for the three months ended September 30, 2022 and September 30, 2021 was as follows 
(amounts are rounded): 

Revenue                  1,855,000              1,473,000                  382,000 
Gross profit (loss)                          8,000                (362,000)                  370,000 
Loss from operating expenses                   (770,000)             (1,266,000)                  496,000 
Loss and comprehensive loss                   (913,000)             (1,945,000)              1,032,000 

Cash provided by (used in) operating activities                       40,000                (997,000)              1,037,000 
Cash provided by investing activities                                 -                    163,000                (163,000)
Cash used in financing activities                   (119,000)                (264,000)                  145,000 

September 30, 
2022

$

September 30, 
2021

$Three months ended

Change
$

 
 
Certain components of loss from operating expenses and loss and comprehensive loss for the three months ended 
September 30, 2022 and September 30, 2021 were as follows (amounts are rounded): 
 

Operating expenses
Investor relations and advertising                  86,000                  36,000              50,000 
Professional fees and consulting                197,000                310,000          (113,000)
Salaries and fees                341,000                339,000                2,000 

September 30,
2022

$

September 30,
2021

$

Change
$

Three months ended

 
 
DISCUSSION OF OPERATIONS 
 
For the years ended September 30, 2022 and September 30, 2021 
 
The Company’s performance for the years ended September 30, 2022 and September 30, 2021 was as follows 
(amounts are rounded): 

Revenue              5,352,000              3,516,000              1,836,000 
Gross profit (loss)                  661,000                (855,000)              1,516,000 
Loss from operating expenses             (4,020,000)             (4,464,000)                  444,000 
Loss and comprehensive loss             (3,487,000)             (5,385,000)              1,898,000 

Cash used in operating activities                (802,000)             (2,870,000)              2,068,000 
Cash used in investing activities                (109,000)                  (21,000)                  (88,000)
Cash provided by financing activities                  373,000              2,819,000             (2,446,000)

September 30, 
2022

$

September 30, 
2021

$
Years ended

Change
$

 
Revenue 
During the year ended September 30, 2022, the Company earned revenues from cannabis concentrate sales and 
product sales from multiple customers. During the current period, the Company continued to diversify and scale its 
revenue by growing cannabis product sales through both provincial and medical sales channels. Nextleaf remained a 
top-10 supplier of cannabis vapes and oils in British Columbia according to sales data from the B.C. Liquor Distribution 
Branch (“BC LDB”). Nextleaf began selling Glacial Gold™ THC and CBD products in Ontario through the Ontario 
Cannabis Store (“OCS”) in May 2022. Nextleaf began selling Glacial Gold™ THC and CBD products in Nova Scotia 
through the Nova Scotia Liquor Corporation (“NSLC”) in February 2022. Nextleaf began selling Glacial Gold™ THC and 
CBD products in Saskatchewan through National Cannabis Distribution. 
Over the next year, the Company expects its investment in research and development, and cannabis product 
development, to support scaling of revenue as the Company enters new provincial markets and expands distribution of 
its Glacial Gold branded products. The Company expects to maintain opportunities and sales activity as the cannabis 
industry continues to mature and work towards market equilibrium for supply and demand. The Company is focused on 
expanding sales of its Glacial Gold branded products nationally, building on existing B2B clients.  
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The Company disaggregated its revenues from the sale of goods between sales of bulk distillate, branded vapes, oils, 
and softgels (“branded extract products”), and private label which includes toll processing and other services. Each type 
of revenue is produced by a single operating/production division. 

Revenue stream
Bulk 

distillate 

Branded 
extract 

products
Private 

label Total
Bulk 

distillate 

Branded 
extract 

products
Private 
label Total

Wholesale 1,488,598 3,242,244 620,667 5,351,509 2,684,919 421,140 410,303 3,516,362

British Columbia 423,778 2,413,729 365,749 3,203,256 1,590,592 421,140 4,102 2,015,834
Rest of Canada 1,064,820 828,515 254,918 2,148,253 1,094,327 - 406,201 1,500,528
Total 1,488,598 3,242,244 620,667 5,351,509 2,684,919 421,140 410,303 3,516,362

Year ended
September 30, 2022

Year ended
September 30, 2021

 
 
Cost of Sales  
 
Cost of sales reflects the cost to extract and process the cannabis concentrates as well as the management of product 
throughput and inventory levels. Cost of sales includes the purchase of material and services such as the purchase of 
dried cannabis, freight expenses, sub-contractors, employee wages and benefit costs, and other operating expenses 
such as repairs and maintenance, plant overhead, as well as depreciation. 
 
As revenue scales, management expects many of the cost of sales components to remaining consistent, beyond 
variable inputs, primarily comprised of biomass – which should result in an improved absorption of cost of sales and 
further improved gross margin.  
 
Gross Profit (Loss) 
 
As the Company continues to increase production levels and monetize finished cannabis oils, the Company expects to 
see increased positive gross margin levels on a more consistent basis. For the year ended September 30, 2022, the 
Company reported positive gross margin of approximately $661,000. 
 
Certain components of loss from operating expenses and loss and comprehensive loss for the years ended September 
30, 2022 and September 30, 2021 were as follows (amounts are rounded): 
 

Operating expenses
Investor relations and advertising                534,000                339,000            195,000 
Professional fees and consulting                792,000            1,070,000          (278,000)
Salaries and fees            1,452,000            1,519,000            (67,000)

September 30,
2022

$

September 30,
2021

$

Change
$

Years ended

 
 
Cash flows 
 
Refer to “Cash flow activities” below within “Liquidity and Capital Resources” for a discussion of the fluctuations in cash 
during the year ended September 30, 2022. 
 
The use of cash in financing activities during the three months ended September 30, 2022, was driven by convertible 
debenture repayments and facility lease payments. There were no cash flows from financing activities during the three 
months ended September 30, 2022. 

• Investor relations and marketing increased as the Company focused increased efforts on leveraging existing 
commercial and corporate relationships as it expanded its provincial and medical distribution channels for 
Glacial Gold cannabis products, as well as increased investor relations costs in connection with the Company’s 
short form prospectus financing in December 2021. 

• Professional fees and consulting decreased as a result of continued operational efficiencies as business 
operations mature. 

• Salaries and fees are reflective of consistent production and corporate staffing levels relative to the comparative 
period. 
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USE OF PROCEEDS FROM FINANCINGS 

The Company has completed the following financings between March 2019 and December 2021, for aggregate gross 
proceeds of approximately $18,420,000: 

• In March 2019, the Company raised gross proceeds of approximately $5,000,000 by way of private placement.  

• In May 2019, the Company raised gross proceeds of approximately $4,160,000 by way of private placement. 

• In May 2020, the Company raised gross proceeds of approximately $3,060,000 by way of private placement.  

• In March 2021, (the “Convertible Note Financing”), the Company completed executed a Securities Purchase 
Agreement with a creditor whereby the Company issued a senior secured convertible note for gross proceeds of 
$3,000,000.  

• In December 2021, the Company raised gross proceeds of approximately $3,200,000 by way of a short-form 
prospectus financing. 

The Company has used the proceeds from the abovementioned financings in full, as shown below. The Company notes 
the below variances do not have a material impact on the Company’s ability to achieve its business objectives and 
milestones, as further set out in the Prospectus. 

 

Processing, extraction and distillation equipment                 2,600,000                 3,260,000 
Patents and research and development                    710,000                    710,000 
Procurement and delivery of cannabis products to provincial markets                 1,000,000                    100,000 
Strategic investments                    150,000                    200,000 
Capital markets placement costs                    753,000                 1,249,000 
Extraction contracts                    500,000                    350,000 
Repayment of convertible debt                    600,000                    600,000 
Delivery of cannabis products into BC, SK, and NS                    400,000                    350,000 
Delivery of cannabis products into ON and AB                    600,000                                -   
Partial redemption of convertible debt                    600,000                    600,000 
General administration and working capital               10,507,000               11,001,000 

Total               18,420,000               18,420,000 

Actual Use of 
Proceeds

$
Use of Available Funds

Previous 
Disclosure 

Regarding Use of 
Proceeds

$

 
 
Refer to the Company’s Prospectus filed on November 15, 2021, for additional details on its previously disclosed use 
of proceeds. Additionally, in the Company’s news release dated March 31, 2021, it disclosed the intended use of 
proceeds from the March 2021 Convertible Note Financing to enhance efficiencies through automation and additional 
manufacturing capabilities. 
 
SUMMARY OF QUARTERLY RESULTS 
 
The following table shows results from the last eight quarters: 
 

September 30, 2022                     1,854,212                       (912,608)                              (0.03)
June 30, 2022                     1,202,638                   (1,047,290)                              (0.01)
March 31, 2022                     1,145,312                       (606,917)                              (0.00)
December 31, 2021                     1,149,347                       (919,901)                              (0.01)
September 30, 2021                     1,336,229                   (1,945,027)                              (0.02)
June 30, 2021                        655,861                   (1,339,732)                              (0.01)
March 31, 2021                        130,515                   (1,189,084)                              (0.01)
December 31, 2020                     1,256,589                       (911,510)                              (0.01)

Revenue
$

Loss and 
comprehensive loss

$

Basic and Diluted 
Loss Per Share

$
Period Ending
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Fluctuations in quarterly results are not due to significant seasonal variations. While the quarterly results have ranged 
from a loss of approximately $911,000 to $1,945,000, the average loss equates to approximately $1,109,000.  
 
Variations in loss and comprehensive loss for certain of the above periods were affected primarily by the following 
factors: 

• The quarters ended March 31, 2022 and December 31, 2021, saw reduced losses, as revenues remained 
over $1,000,000 during the periods – despite the Company spending significant resources scaling its initial 
provincial cannabis product launch of Glacial Gold.  

• The quarter ended September 30, 2021, was reflective of estimates and judgments made in respect of loans 
receivable and other receivables resulting in a loss provision recognized of approximately $607,000. Gross 
margin was also lower from the preceding quarter (approximately $362,000 vs. $108,000) due to year end 
revisions to inventory and cost of sales allocations. 

• The quarter ended June 30, 2021, saw a reduction in negative gross margin decreasing to ($107,525) from 
($445,176) quarter over quarter, as revenue from bulk sales increased during the quarter. Loss and 
comprehensive loss increased as operating expenses increased while government assistance income 
decreased. 

• The quarter ended March 31, 2021, was reflective of a general increase in processing activities as the 
Company built up bulk concentrate inventory - with increased direct costs reflective of the increased activity.  

 
LIQUIDITY AND CAPITAL RESOURCES 
 
The Company’s objectives when managing its liquidity and capital are to support further advancement of the Company’s 
business objectives, as well as to ensure that the Company is able to meet its financial obligations as they come due. 
 
Cash and working capital 
 
As at September 30, 2022, the Company had cash of approximately $378,000 and a working capital deficit of 
approximately $1,038,000. When excluding the Company’s convertible debt of approximately $1,004,000 as at 
September 30, 2022, the Company had an adjusted working capital deficit of approximately $34,000. 
 
Cash flow activities 
 
For the year ended September 30, 2022, the Company incurred a net use of cash of approximately $538,000. A 
summary of the Company’s cash flows is as follows: 
 

• Cash used in operating activities of approximately $802,000, was driven by cash-based expenditures and 
fluctuations in working capital items exceeding cash inflows from revenue, collections of receivables, and 
government assistance proceeds received (approximately $22,000); 
 

• Cash used in investing activities of approximately $109,000, was driven by payments of property and 
equipment balances during the first fiscal quarter (December 31, 2021) that were in accounts payable as at 
September 30, 2021, plus nominal purchases during the period; and 

 
• Cash provided by financing activities of approximately $373,000 was attributable to proceeds received on the 

short-form prospectus offering (gross proceeds of approximately $3,200,000, and net proceeds of 
approximately $2,833,000 after cash-based expenses to the financing) and was partially offset by lease 
payments made on the Company’s facility totalling approximately $69,000, as well as repayments of the 
convertible debt of approximately $2,390,000. 

 
SHARE CAPITAL INFORMATION 
 
Authorized: Unlimited number of common shares with no par value. 
 
Issued and Outstanding 
 
As at the MD&A Date, total issued, and outstanding common shares consists of 145,492,390 common shares.  
 
Stock options 

As at the MD&A Date, the Company has 16,120,000 stock options outstanding at a weighted average exercise price of 
$0.35 each. 
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Warrants 

At the MD&A Date, the Company had 24,568,712 warrants outstanding at a weighted average exercise price of $0.21 
each. 
 
OFF-BALANCE SHEET ARRANGEMENTS 
 
Nextleaf does not utilize off-balance-sheet arrangements. 
 
PROPOSED TRANSACTIONS 
 
There are no proposed transactions as at the MD&A Date. 

TRANSACTIONS BETWEEN RELATED PARTIES 
 
Key management personnel compensation 
 
The remuneration of key management for the years ended September 30, 2022 and September 30, 2021 is as follows: 
 

September 30, September 30,
2022 2021

$ $
Directors' fees (within professional fees and consulting) 51,000                   61,800              
Management fees (within salaries and fees) 466,000                442,900            
Share-based payments -                              121,351            

517,000                626,051             
 
Related party balances 
  
Related party balances as at September 30, 2022 and September 30, 2021 are as follows: 

September 30, September 30,
2022 2021

$ $
Balances included in accounts payable and accrued liabilities:

Directors' fees 90,150                   85,540            
Management fees 172,600                 369,500          

262,750                 455,040           
 
Management fees and share-based payments comprise amounts paid/accrued to the Officers and Directors of the 
Company either directly, or to companies controlled by them for their services as executive Officers and/or Directors of 
the Company which includes the CEO, CFO, CTO and other Directors.  
 
Amounts are due to officers, and certain directors relating to management fees and/or directors’ fees presented above.  
 
CHANGES IN ACCOUNTING POLICIES 
 
There were no new accounting policies adopted or changes in the accounting policies applied during the year ended 
September 30, 2022.  
 
Certain pronouncements have been issued by the IASB or IFRIC that are effective for accounting periods beginning on 
or after January 1, 2023. The Company has reviewed these updates and determined that none are applicable or 
consequential to the Company. 
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FINANCIAL RISK INSTRUMENTS 
 
The Company classifies its financial instruments as follows: 
Financial assets:  Classification:  Subsequent measurement: 
Cash  FVTPL  Fair value 
Trade receivables Amortized cost Amortized cost
Deposits Amortized cost Amortized cost

Financial liabilities:  Classification:  Subsequent measurement: 
Accounts payable and accrued liabilities Other financial liabilities Amortized cost
Lease liability Other financial liabilities Amortized cost
Convertible debenture Other financial liabilities Amortized cost
Government loan Other financial liabilities Amortized cost  
The Company’s financial instruments other than cash, approximate their fair values. Cash, under the fair value hierarchy 
is based on Level 1 quoted prices in active markets for identical assets or liabilities. The Company is exposed to varying 
levels and degrees of risk, including credit risk, liquidity risk, and market risk as detailed in Note 10 to the financial 
statements. 
 
Economic dependence 
 
Economic dependence risk is the risk of reliance upon a select number of customers which significantly impact the 
financial performance of the Company. During the year ended September 30, 2022, the Company’s cannabis 
concentrate sales (sale of bulk distillate) and product sales were generated from multiple customers, with a single 
customer accounting for approximately 45% of total revenue. 
 
CONTINGENCY 
 
As at September 30, 2022 and September 30, 2021, the Company was owed an aggregate $801,868 from an equipment 
supplier relating to amounts advanced by the Company as a promissory note (“loan”) in previous years and amounts 
advanced as deposits for cannabis extraction equipment. 
 
Given the uncertainty surrounding repayment by the equipment supplier, the Company recognized a loss provision on 
the principal and interest of the loan, and the equipment deposit partially during the year ended September 30, 2020 
and the remainder in full as at September 30, 2021. Of the total provision applied, $620,266 was recognized during the 
year ended September 30, 2021. As at September 30, 2022 and September 30, 2021, the carrying value of the amount 
owed from the equipment supplier was $nil after recognition of loss provisions for the balances in full. 
 
On December 9, 2020, the Company issued the equipment supplier a demand notice requesting repayment of the 
equipment deposit and loan in full by December 17, 2020 (not paid). Accordingly, the Company commenced legal action 
on January 6, 2021 by way of issuing a notice of claim against the equipment supplier. On February 12, 2021, the 
equipment supplier issued a statement of defence and counterclaim involving a third party. The Compa ny does  not  

believe tha t there  is  a ny subs ta ntive  merit to a ny of the  cla ims  a sserted a ga ins t it  a nd denies  tha t a ny of the  

cla ims  a re  supported by evidence.   

 
To the MD&A Date, the Company and the equipment supplier have not negotiated terms for the repayment to the 
Company of principal and interest on the loan, and the refund of equipment deposits. There  ha ve been no ma teria l 

developments  in respect of this  ma tter  a nd the  cla ims  ha ve not been contes ted in the  courts .  
 
CRITICAL ACCOUNTING ESTIMATES 
 
Nextleaf prepares its financial statements in conformity with IFRS which requires management to make judgments 
estimates and assumptions that affect the report amounts of assets, liabilities and contingent liabilities at each reporting 
date and the reporting amounts of income and expenses during each reporting period. Nextleaf details its significant 
areas of estimation uncertainty, and significant areas of judgment within its significant accounting policies in Note 2 to 
its annual audited financial statements for the year ended September 30, 2022.  
 
APPROVAL 
 
The Board of Directors of Nextleaf have approved the disclosures in this MD&A. 


