
FORM 7 – MONTHLY PROGRESS REPORT 
January 2015 

Page 1 

FORM 7 

MONTHLY PROGRESS REPORT 

Name of Listed Issuer: AgraFlora Organics International Inc.  (the “Issuer” or “AgraFlora”). 

Trading Symbol: AGRA   

Number of Outstanding Listed Securities: 1,077,279,409   

Date: April 8, 2020   

This Monthly Progress Report must be posted before the opening of trading on the fifth trading day of each month.  

This report is not intended to replace the Issuer’s obligation to separately report material information forthwith upon 

the information becoming known to management or to post the forms required by Exchange Policies.  If material 

information became known and was reported during the preceding month to which this report relates, this report 

should refer to the material information, the news release date and the posting date on the Exchange website. 

This report is intended to keep investors and the market informed of the Issuer’s ongoing business and management 

activities that occurred during the preceding month.  Do not discuss goals or future plans unless they have 

crystallized to the point that they are "material information" as defined in the Policies. The discussion in this report 

must be factual, balanced and non-promotional. 

General Instructions 

(a) Prepare this Monthly Progress Report using the format set out below.  The sequence of questions must not 

be altered nor should questions be omitted or left unanswered.  The answers to the items must be in 

narrative form.  State when the answer to any item is negative or not applicable to the Issuer.  The title to 

each item must precede the answer. 

(b) The term “Issuer” includes the Issuer and any of its subsidiaries. 

(c) Terms used and not defined in this form are defined or interpreted in Policy 1 – Interpretation and General 

Provisions. 

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. 

See Item 2 below for a complete overview and discussion of the Issuer’s activities for the month of 

March 2020. 

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

On March 11, 2020, the Issuer announced that its wholly owned subsidiary, Farmako GmbH 

(“Farmako”) has submitted its application documents to the respective regional authorities in 

Germany for the granting of EU Good Manufacturing Practice (“EU-GMP”) certification, as well as 

a Manufacturing and Import Authorization (“MIA”) under the German Medicinal Products Act 

(“AMG”). The Issuer expects the EU-GMP and MIA licensing processes to be completed by summer 

2020. 

If successful in obtaining the Manufacturing and Import Authorization and GMP Certification, 

Farmako will be able to commence import of medical cannabis products from outside the European 

Economic Community (“EEC”), which will dramatically increase the availability of supply and allow 

Farmako more flexibility – an important milestone as it scales its German and European medical 

cannabis distribution business.   

Farmako is also one of a limited group of German companies awarded special authorization by the 

German Federal Institute for Drugs and Medical Devices (“BfArM”) for the distribution of medical 

cannabis flowers that have undergone an ionizing radiation treatment.  In combination with the EU-

GMP and Manufacturing and Import Authorization, Farmako will be a leader in Germany with 

respect to the breadth of supply chain it can develop. Farmako’s Management believes additional 
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supply options will allow the company to rapidly scale its business through broader range of medical 

products backed by larger volumes as compared to what has been available historically.   

Farmako currently holds a certification in accordance with EU Good Distribution Practice (“GDP”), 

a wholesale authorization (“WDA”) under AMG and a controlled drug license under the German 

Controlled Drug Law (“BtMG”), under which the company has been trading medicinal cannabis 

products from European manufacturers to German pharmacies since March 2019.  

Furthermore, the EU-GMP Certification and Manufacturing and Import Authorization license 

extension is an important step for Farmako with regards to broader, integrated European strategy. 

Farmako recently announced, via a subsidiary, that it has received all licensure necessary to conduct 

medical cannabis distribution in the UK.  Farmako was awarded its UK licence less than one month 

ago following the successful completion of its inspection by the UK Home Office in December 2019. 

The UK is a developing medical cannabis market where Farmako is an early mover.   

About Farmako GmbH 

Farmako GmbH is a pharmaceutical wholesaler based in Frankfurt, Germany. The company focuses 

on the distribution of medical cannabis to pharmacies with the aim of securing the supply for 

cannabis patients and closing the gap between supply and demand for medical cannabis. Farmako is 

planning to expand its business model into other European countries with a corresponding legal 

basis, scaling towards its goal of being Europe’s leading distributor of medicinal cannabis. The 

company already distributes medical cannabis to pharmacies in Germany since March 2019 and is 

fully licenses in the UK to start distribution operations there in 2020. Farmako is a 100% subsidiary 

of AgraFlora Organics International Inc. For more information please visit: https://www.farmako-

global.com/.  

On March 13, 2020, the Issuer announced that it has closed the acquisition of Sanna Health Corp. 

(“Sanna”), originally announced on December 5, 2019. Sanna is a Canadian cannabis company based 

in the Greater Toronto Area (“GTA”) which holds a standard cultivation, standard processing, and 

medical sales licences awarded under the Cannabis Act. 

ABOUT SANNA HEALTH  

EXTRACTION 

Sanna is headquartered in the GTA, only 30 minutes from downtown Toronto, affording the Issuer 

access to Canada’s largest cannabis marketplace. Sanna’s flagship facility is situated on 16 acres and 

includes 27,000 square feet of Health Canada licensed cultivation and processing space. Sanna holds 

an option to expand its current production area to 89,000 square feet, as well as ample commercial-

industrial space for future expansion.  

With ethanol extraction equipment installed on-site and high-margin agreements being negotiated to 

process upwards of 1,000 kg of hemp biomass per month, Sanna is primed to realize sustainable, 

near term cash flows. The Issuer forecasts that once optimized and upon receipt of the required 

licence amendment, Sanna’s extraction facility will boast annual extraction capacity of 250,000 

kilograms of dried cannabis and hemp biomass, much of which will be supplied by the Issuer’s 88-

acre outdoor cannabis grow located less than 90 minutes from its GTA headquarters, permitting 

streamlined logistics and reduced transportation costs. 

OUTDOOR CULTIVATION 

Sanna owns an 88-acre late-stage Health Canada outdoor cultivation applicant. The Issuer plans to 

submit its affirmation of readiness and video evidence package for its initial 13-acre Zone One 

outdoor immediately following closing of the share exchange, in preparation for the 2020 outdoor 

cultivation season. 

Located in Southwestern Ontario, Sanna’s Zone One 13-acre outdoor grow is forecast to produce up 

to over 1,000 kg per acre of high-quality, low-cost cannabis flower, with a per gram unit contribution 

of less than $0.10. Sanna’s planned Zone Two outdoor grow expansion will add an additional 75 

https://www.farmako-global.com/
https://www.farmako-global.com/
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acres of cultivation expanse and once licenced is expected to yield over 75,000 kg of dried cannabis 

per harvest. 

The Issuer will deploy proprietary varietals of auto-flower and photoperiod cannabis seeds on its 88-

acre outdoor grow, thus optimizing production yields. Sanna will also leverage various cultivation 

and plant physiology concepts with the objective of enhancing plant performance. The Issuer’s 

cultivation concepts have been developed over five years of Canadian commercial cultivation 

experience and include: 

• Proprietary soil/nutrient monitoring and plant health monitoring solutions; 

• Consistent delivery of ideal primary, secondary and micronutrients; 

• Evaluation and comprehension of the rhizosphere and its effect on inputs and yield; 

• Creation of crops that are more resistant to pests and disease; and, 

• Manipulation of nutrient and substrate conditions to drive plant health and yield. 

Once operational, and in receipt of Health Canada approval, the true value of the Issuer’s outdoor 

grow will be realized via its ability to serve as a robust feedstock source for the multiple downstream 

value-added assets that are domiciled under the Issuer’s corporate banner. The successful 

implementation of full vertical integration will support increased efficiency across business channels 

and allow for maximum economic margin capture for the enterprise as the Issuer continues to 

capitalize on the next phase of cannabis normalization. 

Cash cost per gram to harvest includes all operating expenses such as labour, supplies, consumables, 

services and staff overhead. All-in cash cost per gram to harvest includes all operating expenses, 

along with capital costs including irrigation, security infrastructure, as well as the contemplated 

drying facility. 

The Issuer’s 2020 harvest will be dried and cured on-site at a dedicated drying building comprising 

approximately 5,000 square feet and featuring a 20-foot-high ceiling and a purpose-built climate 

control and dehumidification system to maximize throughput efficiency. 

DISTRIBUTION 

Sanna currently has memorandums of understanding in place with established cannabis retailers, 

including Canna Cabana by High Tide Inc., and Delta 9 Cannabis. In aggregate, Canna Cabana and 

Delta9 will boast 45 licensed, high-traffic brick-and-mortar retail locations across Canada by Q1 

2020. 

The Issuer will also pursue formal supply agreements with said retailers, to be finalized throughout 

the first quarter of 2020, including annual minimum purchase conditions, as well as strategic 

marketing cooperation initiatives. Leveraging its medical sales license, Sanna anticipates the launch 

of its direct-to-patient ecommerce site during Q2 2020. 

The Issuer will architect and construct a 1,500 square foot on-site dispensary at its licensed, 16-acre 

GTA location; capitalizing on the 7 million plus population within a 60-minute radius; one of the 

largest markets in North America. The GTA is Canada's largest metropolitan area, affording the 

Issuer a lucrative opportunity to capture a significant market share in Canada’s largest cannabis 

marketplace. 

Sanna’s planned on-site dispensary will also amplify the Issuer’s vertically integrated mandate by 

coupling a high-traffic retail footprint and continuing brand presence with existing cultivation, 

processing and extraction capabilities. 

Pursuant to the terms of a definitive share exchange agreement (the “Agreement”) among the Issuer, 

Sanna, and Sanna’s shareholders, the Issuer acquired all of the issued and outstanding shares in 

Sanna in exchange for the issuance of 76,666,666 common shares of the Issuer (the “AGRA Shares”) 

at a deemed price of $0.30 for total aggregate consideration of $23,000,000. The Agreement further 
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provides that the Sanna shareholders (each, a “Restricted Person”) receiving the AGRA Shares will 

be subject to a staged 18 month lock up, whereby one-third of the Restricted Person’s AGRA Shares 

will become free trading 6 months following closing, one-third will become free trading 12 months 

following closing, and the final one-third will become free trading at the earlier of 18 months 

following closing and the date on which Sanna receives (by way of its wholly owned subsidiary) a 

cultivation licence, as issued under the Cannabis Act, in relation to its proposed cultivation facility 

located in Binbrook, Ontario. 

On March 27, 2020, the Issuer announced that its wholly owned subsidiary Sustainable Growth 

Strategic Capital Corp. (“SGSC”), a federally licensed cannabis company based in the GTA, has 

received Health Canada approval to commence extraction at its licensed facility pursuant to an 

amendment to its Standard Processing License.  SGSC also holds Standard Cultivation and Medical 

Sales Licenses issued pursuant to the Cannabis Act.    

SGSC has been actively engaged in the Canadian CBD business, working with partner farmers to 

optimize the harvest to hemp-crops to maximize the efficiency of subsequent CBD extraction.  In 

March, SGSC commenced a trial extraction (the “Trial”) of hemp-biomass which will be extracted 

using third-party extraction services and sold as a combination of CBD Crude Oil, CBD Distillate 

and CBD Isolate to Canadian purchasers.  If the Trial yields favourable results with respect to 

product quality, efficiency and margin SGSC intends to move quickly with a second production cycle 

of up to 1,300 KG of high-quality hemp biomass containing CBD concentrations over 8%.  

The current SGSC facility is designed to facility up to 250,000 kg of biomass extraction capacity 

utilizing chilled ethanol for primary extraction followed by distillation and/or isolation.   SGSC 

intends to use the Trial and subsequent third-party extraction cycles to properly design and size its 

in-house extraction capacity to maximize the profitability and return on capital invested.   Once 

built, SGSC intends to improve its profitability by reducing the cost of extraction, purification and 

fulfilment by bringing those processes in-house.   

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. 

See Item 2 above for updates to the Issuer’s products and services. 

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. 

N/A. 

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. 

See Item 2 above.  The Issuer has not entered into a new business relationship with any Related 

Party. 

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. 

See Item 2.  The acquisition of Sanna did not involve a Related Person.  The consideration was 

determined by arm’s length negotiations.  
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8. Describe the acquisition of new customers or loss of customers. 

N/A. 

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. 

See Item 2 above. 

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

None. 

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. 

N/A. 

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

On March 5, 2020, the Issuer cancelled an aggregate of 300,000 stock options previously granted to a 

consultant of the Issuer during the year-ended December 31, 2019. 

On March 11, 2020, the Issuer issued 76,666,666 AGRA Shares to the Sanna Shareholders pursuant 

to the Agreement.  The AGRA Shares were issued at adeemed price of $0.30 per AGRA Share for 

total consideration of $23,000,000. 

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

N/A. 

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. 

Changes in commodity prices and changes in the share performance of other companies may affect 

the Issuer’s ability to raise financing. 



 

 

FORM 7 – MONTHLY PROGRESS REPORT 
January 2015 

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 CNSX 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 CNSX 

Requirements (as defined in CNSX Policy 1). 

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

Dated:  April 8, 2020 . 

 Brandon Boddy  

Name of Director or Senior Officer 

 “Brandon Boddy”  

Signature 

Chairman, CEO & Director  

Official Capacity 

Issuer Details 

Name of Issuer 

AgraFlora Organics International Inc. 

For Month End 

March 2020 

Date of Report 

YY/MM/D 

20/04/08 

Issuer Address 

750 West Pender Street 

City/Province/Postal Code 

Vancouver, BC V6C 2T7 

Issuer Fax No. 

604.685.6905 

Issuer Telephone No. 

604.682.2928 

Contact Name 

Brandon Boddy 

Contact Position 

Chairman, CEO & Director 

Contact Telephone No. 

604.682.2928 

Contact Email Address 

ir@agraflora.com  

Web Site Address  

www.agraflora.com  
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