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Management Discussion and Analysis of  

AltMed Enterprises Group of Companies 

This management discussion and analysis (“MD&A”) of the financial condition and results of operations is for the 

year ended December 31, 2020 with respect to the following companies in the AltMed Enterprises Group of 

Companies (the “Company” or “AME”): Agronomy Innovations LLC, Fort Consulting LLC, Agronomy Holdings LLC, 

Alternative Medical Enterprises LLC, AltMed LLC, Cave Creek Real Estate LLC, MuV Health LLC, and NuTrae LLC. 

It is supplemental to, and should be read in conjunction with, the Company’s audited combined financial statements 

and the accompanying notes for the year ended December 31, 2020.   This MD&A is dated April 7, 2021.  

The Company’s financial statements are prepared in accordance with International Financial Reporting Standards 

(“IFRS”). Financial information presented in this MD&A is presented in United States dollars (“$”) unless otherwise 

indicated. 

This MD&A contains certain “forward-looking statements” and certain “forward-looking information” as defined 

under applicable United States securities laws and Canadian securities laws. 

Forward-looking statements may relate to future financial conditions, results of operations, plans, objectives, 

performance, or business developments of the Company and in this MD&A include statements regarding the 

potential growth of the business, the competitive conditions the Company will face, the impact of the Smart and 

Safe Arizona Act on the Company’s customer base, the expansion of the Company’s cultivation and retail facilities, 

the Company’s business objectives, customer demand, flower cultivation capacity and yield, expansion of the 

Company’s products into new markets, recovery of royalty revenue and profitability and the impact of COVID-19. 

These statements speak only as at the date they are made and are based on information currently available and on 

the then current expectations of the party making the statement and assumptions concerning future events, which 

are subject to a number of known and unknown risks, uncertainties and other factors that may cause actual results, 

performance or achievements to be materially different from that which was expressed or implied by such forward-

looking statements, including, but not limited to, risks and uncertainties related to:  

(a) the regulation of the cannabis industry. 

(b) the availability of financing opportunities, risks associated with economic conditions, dependence on 
management and conflicts of interest; and 

(c) other risks described in this MD&A including under the heading “Risk Factors” and described from time to 
time in documents filed by the Company or Verano Holdings Corp. 

The forward-looking statements contained herein are based on certain key expectations and assumptions, including, 

but not limited to, with respect to expectations and assumptions concerning: (i) receipt of required regulatory 

approvals in a timely manner or at all; (ii) receipt and/or maintenance of required licenses and third-party consents in 

a timely manner or at all; (iii) demand for Company products; (iv) growth of the adult-use market in Arizona; and (v) 

the success of the operations of the Company. 

Although the Company believes that the expectations and assumptions on which such forward-looking statements 

are based are reasonable, undue reliance should not be placed on the forward-looking statements, because no 

assurance can be given that they will prove to be correct. Since forward-looking statements address future events 

and conditions, by their very nature they involve inherent risks and uncertainties. Actual results could differ 

materially from those currently anticipated due to several factors and risks. These include, but are not limited to: 

the availability of sources of income to generate cash flow and revenue; the dependence on management and 

directors; risks relating to the receipt of the required licenses, risks relating to additional funding requirements; due 

diligence risks; exchange rate risks; potential transaction and legal risks; risks relating to laws and regulations 
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applicable to the production and sale of marijuana; and other factors beyond the company’s control, as more 

particularly described under the heading “Risk Factors” in this MD&A. 

Consequently, all forward-looking statements made in this MD&A and other documents of the Company, as 

applicable, are qualified by such cautionary statements and there can be no assurance that the anticipated results 

or developments will be realized or, even if realized, that they will have the expected consequences to or effects on 

the Company. The cautionary statements contained or referred to in this section should be considered in connection 

with any subsequent written or oral forward-looking statements that the Company and/or persons acting on their 

behalf may issue. The Company does not undertake any obligation to update or revise any forward-looking 

statements, whether because of new information, future events or otherwise, other than as required under 

securities legislation. 

 

OVERVIEW OF THE COMPANY 

DESCRIPTION OF THE BUSINESS: Alternative Medical Enterprises (AME)-Arizona, Licenses, MÜV™ Health (CBD). 

AltMed Enterprises: Alternative Medical Enterprise (AME), together with its subsidiaries is a profitable company that 
operates as a medical cannabis company. AME cultivates and produces products in-house and distributes products 
to its MÜV™ Medical Cannabis Dispensary branded store in Arizona as well as wholesaling its MÜV branded cannabis 
products to other medical cannabis dispensaries in Arizona. AME has licensing agreements to distribute MÜV 
branded cannabis products in Pennsylvania, Ohio, and Canada as of December 31, 2020. AME also distributes its 
MÜV branded CBD products direct to consumers and resellers nation-wide. AME produces approximately 100 
various SKU’s including its patented EnCaps™ encapsulated formulation products. AME’s MÜV branded products 
include smokable flower, flower pods for vaporizing, concentrates, topicals, capsules, tinctures, vape cartridges, 
metered dose inhalers, transdermal patches, and transdermal gels. The company is headquartered in Sarasota, 
Florida. 

Arizona Legislative History 

On November 2, 2010, Arizona voters enacted a medical marijuana initiative - Proposition 203 - with 50.13% of the 
vote. The Arizona Department of Health Services (“ADHS”) finalized dispensary and registry identification card 
regulations on March 28, 2011. On April 14, 2011, the DHS began accepting applications for registry cards that 
provide patients and their caregivers with protection from arrest. The DHS was preparing to accept dispensary 
applications starting in June and to register one dispensary for every 10 pharmacies in the state, totaling 125. 
However, on May 27, 2011, Governor Jan Brewer led a federal lawsuit seeking a declaratory judgment on whether 
Arizona’s new medical marijuana program conflicted with federal law. Her lawsuit was rejected in 2012. 

The Arizona legislature has rolled back some of Proposition 203’s protections, like possibly allowing an employer to 
fire a medical marijuana patient based on a report alleging workplace impairment from a colleague who is “believed 
to be reliable”. The legislature also passed H.B. 2585, which contradicts Proposition. 203 by adding medical 
marijuana patient data to the prescription drug-monitoring program. In 2015, the legislature undermined patient 
protections again with the passage of H.B. 2346, which specifies that nothing requires a provider of workers’ 
compensation benefits to reimburse a person for costs associated with the medical use of marijuana. To qualify 
under Arizona’s program, patients must have one of the listed debilitating medical conditions: cancer; HIV/AIDS; 
hepatitis C; glaucoma; multiple sclerosis; amyotrophic lateral sclerosis; Crohn’s disease; agitation of Alzheimer’s 
disease; post-traumatic stress disorder or “PTSD”; or a medical condition that produces wasting syndrome, severe 
and chronic pain, severe nausea, seizures, or severe and persistent muscle spasms. 

In November 2020 Arizona residents passed proposition 207, the Smart and Safe Act of Arizona legalizing the adult 
use of marijuana for people 21 years of age or older. An ‘adult’ use license is required for medical dispensaries to 
sell cannabis products to Adult use customers. In addition, a 16% excise tax is placed on recreational use products. 
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As of March 2021, over 100 dispensaries, including the Company’s Müv dispensary, have received the additional 
license. Recreational use sales in Arizona began in January 2021. 

Licensing 

For every ten pharmacies that have registered under A.R.S. § 32-1929, have obtained a pharmacy permit from the 
Arizona Board of Pharmacy, and operate in the State of Arizona, the DHS may issue one non-profit medical marijuana 
dispensary registration certificate. Each dispensary registration certificate permits the license holder to: (i) open one 
dispensary, and (ii) one cultivation facility and/or one processing facility. Cultivation and processing sites can be 
located anywhere in the State and are not restricted based on where the license holder’s dispensary is located. 
Dispensaries are limited to their district (Community Health Analysis Area) for their first three years of operation 
and may apply to relocate thereafter. All dispensaries must be not-for-profit. Arizona dispensary registration 
certificates are valid for one year after the date of issuance. The holder of a dispensary registration certificate must 
also submit an application for approval to operate a dispensary to the DHS. An approval to operate a dispensary has 
the same expiration date as the dispensary registration certificate associated with the approval to operate the 
dispensary. A dispensary that has approval to operate as a dispensary issued by the DHS is subject to annual renewals 
of its dispensary registration certificate. 

AME affiliates are owners, operators, managers, consultants, and/or have licensing or other commercial 
arrangements with the following cannabis licensees in the State of Arizona, as set forth below: 

Holding Entity Permit/License City Exp./Renewal Date Description 

Fort Consulting 
LLC 

00000105DCOU00194638 Phoenix, AZ October 5, 2021 Dispensary/Cultivation 

Fort Consulting 
LLC 

00000064ESAK09838873 Phoenix, AZ January 21,2023 Retail – Sell (adult use) 

Record-Keeping/Reporting Requirements -Arizona 

In Arizona, the Department of Health Services - Medical Marijuana Program requires that dispensaries implement 
policies and procedures regarding inventory control, including tracking, packaging, acquisition, and disposal of 
marijuana. The licensee uses ADILAS as its in-house computerized seed to sale software, which integrates with the 
state’s program and captures the required data points for cultivation, manufacturing and retail as required in 
Arizona’s medical marijuana laws and regulations. Beginning in Q1 of 2021 Arizona operations switched to the use 
of BioTrack as its seed to sale software, and Intacct as its Accounting Information System. Both system migrations 
have been successfully completed. 

Inventory storage Arizona 

Any Dispensary facility (both retail and cultivation) in Arizona must abide by the following requirements for the 
storage of product: (i) product must be stored in an area that is separate from areas used to store toxic and 
flammable materials; (ii) product must be stored in a manner that is clean and sanitary; (iii) product must be 
protected from flies, dust, dirt, and any other contamination; and (iv) all surfaces, and objects used in the handling 
and storage of product must be cleaned daily. Additionally, the Arizona Depart of Health Services Rules establish 
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strict inventory protocols for tracking product from “seed to sale,” which requires all product to be traceable to the 
original plants used to grow the cannabis used in the product. 

Security-Arizona 

Any Dispensary facility (both retail and cultivation) in Arizona must abide by the following security requirements: (i) 
ensure that access to the facilities is limited to authorized agents of the dispensary who are in possession of a 
dispensary agent identification card; and (ii) equip the facility with: (a) intrusion alarms and surveillance equipment, 
(b) exterior and interior lighting to facilitate surveillance, (c) at least one 19-inch monitor for surveillance and a video 
capable of printing a high resolution still image, (d) high resolution video cameras at all points of sale, entrances, 
exits, and limited access areas, both in and around the building, (e) 30 days' video storage, (f) failure notifications 
and battery backups for the security system and (g) panic buttons inside each building. 

Transportation- Arizona 

Dispensaries may transport medical cannabis between their own sites or between their sites and another 

Dispensary's site and must comply with the following Rules: (i) prior to transportation, the dispensary agent must 

complete a trip plan showing: (a) the name of the dispensary agent in charge of transporting the cannabis, (b) the 

date and start time of the trip, (c) a description of the cannabis, cannabis plants, or cannabis paraphernalia being 

transported; and (d) the anticipated route of transportation; (ii) during transport, the dispensary agent shall: (a) 

carry a copy of the trip plan at all times, (b) use a vehicle with no medical cannabis identification, (c) carry a cell 

phone, and (d) ensure that no cannabis is visible; and (iii) dispensaries must maintain trip plan records. 

Inspections and Enforcement - Arizona 

ADHS may inspect a facility at any time upon five (5) days' notice to the Dispensary. However, if someone has alleged 

that the Dispensary is not in compliance with the Arizona Medical Marijuana Act (“AMMA”) or the Rules, ADHS may 

conduct an unannounced inspection. ADHS will provide written notice to the Dispensary of any violations found 

during any inspection and the Dispensary then has 20 working days to take corrective action and notify ADHS. ADHS 

must revoke a Certificate if a Dispensary: (i) operates before obtaining approval to operate a dispensary from the 

ADHS; (ii) dispenses, delivers, or otherwise transfers cannabis to an entity other than another dispensary with a valid 

dispensary registration certificate issued by the ADHS, a qualifying patient with a valid registry identification card, or 

a designated caregiver with a valid registry identification card; (iii) acquires usable cannabis or mature cannabis 

plants from any entity other than another dispensary with a valid dispensary registration certificate issued by the 

ADHS, a qualifying patient with a valid registry identification card, or a designated caregiver with a valid registry 

identification card; or (iv) if a principal officer or board member has been convicted of an excluded felony offense. 

Furthermore, ADHS may revoke a Certificate if a Dispensary does not: (i) comply with the requirements of the AMMA 

or the Rules, or (ii) implement the policies and procedures or comply with the statements provided to the ADHS with 

the dispensary's application. 

Competitive Conditions 

• The Company believes that due to the extensive regulatory restrictions and large amounts of financing required 
for medical marijuana operations, the number of licensed medical and recreational marijuana dispensaries in 
Arizona will not see significant growth in the short term. However, as the demand for medical and adult-use 
marijuana increases, the Company believes new competitors will enter the market. In 2020, there were 
approximately 131 medical dispensaries. Most of these have applied for an adult-use license.  

• The Company believes it will remain competitive in the marketplace in Arizona due to several factors including 
already having a successful retail footprint in the largest market in the state; manufacturing one of the more 
robust brands of products in terms of selection of products and formulations, an ongoing research and 
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development program; and a patient base in the marketplace that has historically continually increased. With 
the approval of the Smart and Safe Arizona Act to allow adult-use cannabis, it is believed it will rapidly expand 
the potential market of customers beginning in 2021. Within the Smart and Safe Arizona Act existing licensees 
like AME can participate in sales to this newly expanded market for adult use. 

• The Corporation faces competition from companies that may have greater capitalization, access to public equity 
markets, more experienced management or more maturity as a business. There are a few multistate operators 
that the Corporation competes directly with. Aside from this direct competition, out-of-state operators that are 
capitalized well enough to enter markets through acquisitive growth are also considered part of the competitive 
landscape.   See Risk Factors – Competition. 

Data Driven Business 

• Beginning in AME’s cultivation activities and carried out through the entire seed to sale system, AME utilizes 
data to drive its operational, marketing and sales initiatives. 

• AME monitors and tracks key inputs and aspects of the growing environments in its cultivation facility along 
with tracking output yields, potency, and other metrics to seek ongoing improvement of its genetics and 
cultivation program and to better forecast crop yields and future crop rotations and genetics. This tracking 
allows AME to seek to maintain maximum harvest to cost ratios and deliver genetics best suited to meet patient 
demand. 

• AME also uses data analytics throughout the entire manufacturing process to monitor outputs in real-time, 
forecast current and future manufacturing needs. This process assures consistent, standard operating 
procedural quality and consistency of products and maintains accurate cost of goods to determine profitability. 

• Individual products dispensed in AME’s MÜV Medical Cannabis Dispensary are recorded in the required 
compliance database. Reports derived from the database allows for planning of future cultivation and 
manufacturing requirements along with driving marketing and sales initiatives. Reports detail on a store and 
aggregate level sales trends by product, product category, quantities dispensed, and products sold by sub-
category to determine regional variances. 

Marketing, Sales and Business Development 

• AME marketing strategies are focused on educating key stakeholders from patients, potential patients, and 
other industry affiliates on the competitive advantages of both the company and its products. 

• AME has a dedicated sales team that wholesales products to other dispensaries throughout Arizona. This sales 
team provides educational materials, seminars on cannabinoid and product formulation science and tours of 
our facilities as allowed by law to differentiate the company’s products from other companies in the 
marketplace. 

• AME has also established ongoing marketing, educational material development and distribution via robust 
social and digital media channels to patients, certifying physicians and wholesale customer dispensaries. 

Brand Experience at all touch points 

• AME has invested significantly in developing a best of class brand for MÜV from cultivation through product 
development to retail experience and customer service. 

• The MÜV brand has established a passionate and continuously growing following in the markets it operates in. 
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Training 

• Patient experience is an area of continued focus and ongoing enhancement. AME employs and continuously 
improves numerous training programs and methods to ensure the Corporation’s front-line workers have the 
resources and information they need to provide patients with best of class experience in all MÜV Branded 
facilities and interactions with staff.    

Branded Store Experiences 

• AME’s Flagship Arizona MÜV Medical Cannabis Dispensary is consistent with its brand in its clean, professional, 
and inviting to patients from all age, demographic, and socioeconomic backgrounds. The goal of this location is 
to deliver a premium positioned brand experience. The company brand book sets all guidelines for consistency 
of colors, fonts, design, and tone of voice in all corporate design, marketing, and communications. 

Brand Strategy 

• AME Brand strategies are uniquely developed to reach both experienced and new cannabis users as well as 
stakeholders throughout the medical cannabis ecosystem. With numerous product awards, patented 
formulations and unique delivery methods for measured dosing, the brand has established itself for quality, 
consistency, and innovation. The company’s continuous research and development approach seeks to ensure 
the brand remains fresh to consumers with continuously introduced new and improved product offerings and 
selections. 

High-Yield Cultivation Facilities and Techniques 

• AME extracts raw cannabis flower using proprietary techniques for products sold in its MÜV Medical Cannabis 
store and wholesaled to dispensaries throughout the state of Arizona. AME has developed detailed standard 
operating procedures for all its manufacturing, retail, and compliance operations. 

• As of December 31, 2020, the company operates approximately 31,000 square feet of cultivation facilities in 
Arizona and has an approved site plan from the City of Coolidge, Arizona to expand to up to 110,000 sf of 
cultivation. AME is currently expanding its cultivation, manufacturing, and retail facilities to meet future 
projected growth. 

Scaled, Quality Production 

• As a vertically integrated company in Arizona, AME sells its MÜV branded products in its Arizona dispensary as 
well as wholesales branded products to other dispensaries throughout the state as allowed by law. 

Multiple Channels of Distribution 

• Driven by technology and the quality of products and services, MÜV provides patients in Arizona with multiple 
purchase options and service. Patients can visit the MÜV Dispensary in Phoenix, order online for express pick 
up, or visit over 90 other dispensaries in the State of Arizona. 

• AME products (MÜV and Wana) Medical cannabis products can be ordered for wholesale by other dispensaries. 
In 2020, AltMed products were on the shelves in over 90 dispensaries throughout the state of Arizona. 

• MUV Products can also be purchased through its licensees in Ohio (Mainstreet Health), Pennsylvania (Ethos 
Cannabis) and are expected to be available in Canada (Atlas Growers). 
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Business Objectives of the Corporation 

• AME will continue to focus on rapid growth in Arizona and has begun expansion of its cultivation and retail 
facilities to meet growing demand.   

• The Company’s growth plans are comprised of three key elements. In the next 12 months it expects to: 

• Expand Current Cultivation and Production Operations in Arizona: The company has already begun to 
expand its 31,000 square foot cultivation and manufacturing facilities in Arizona and has had its site plan 
approved by the city of Coolidge, Arizona for an additional 110,000 sf of greenhouse cultivation.  

• Expand Retail footprint: The company has purchased a new building to house its Phoenix dispensary that 
is appx 5,200 sf compared to its current space of appx 1,400 sf. This larger retail location will allow for 
expanded sales as we will increase the number of point-of-sale systems from eight to 20. 

• Licensing and new Markets: The company expects to begin receiving royalty revenue from its licensing 
agreements for MÜV products in Ohio, Pennsylvania, and Canada. 

Employees 

• Since the opening of its first store in August of 2017, the Company’s workforce has grown to close to 100 
employees.  

SIGNIFICANT EVENTS AND MILESTONES 

The principal milestones that must occur during the next 12-month period for the business objectives described 
above to be accomplished are: 

1. Prop 207 on Arizona voting ballot. Smart & Safe proposition passed during the November 3rd election. 
Beginning in April of 2021 adult use is legal in the State of Arizona. Consumer demand is anticipated to 
increase significantly. 

2. In 2020, within AME’s existing In-door Cultivation facility, an additional 2,600 sq. foot flower room was 
constructed. The first harvest from this room was available for sale in December 2020. On an annualized 
basis the room is estimated to provide an additional 1,000 lbs. of flower product and an additional 1,000 
lbs. of usable plant material that can be converted into non-flower THC products.   

3. In 2020, AME purchased a free-standing building that will be remodeled and house its dispensary operation. 
The new building will result in an increase of the dispensary square footage from 1,400 to 5,000 square 
feet. In addition, there are plans to receive city approval to allow for a drive-through patient experience at 
this location. Anticipated opening is late Q2 of 2021. 

4. In September of 2020 AME entered a contract with Netafim Irrigation to construct a semi enclosed 
greenhouse on its Coolidge owned property. Once completed, the facility will increase flower cultivation 
capacity by over 24,000 lbs. annually. Phase I (55,000 sq. ft) construction is currently underway. 

5. Achieving Budget: The projects detailed above are funded with a strong balance sheet. Significant market 
changes, or delayed facility openings, that impact revenue projections would necessitate using the capital 
reserve.   

6. Regulatory Approval: AME’s growth objectives assume the timely approval from respective State regulatory 
agents including for facility expansion, updates, and openings, as well as approval on materials for the 
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purpose of branding, marketing, and selling the resulting cannabis finished packaged goods, and marketing 
of retail stores. Regulatory delays may affect outcomes. 

SELECTED ANNUAL FINANCIAL INFORMATION 

The following is selected financial data derived from the audited annual consolidated financial statements of the 
Company as of December 31, 2019 and December 31, 2020.   

      2020 2019 

OPERATING INCOME     

  Sales    20,648,304 14,482,050  

  Cost of Revenue 10,315,252  8,620,878  

              GROSS PROFIT BEFORE BIOLOGICAL ASSET ADJUSTMENT 10,333,052  5,861,172  

    Gross Margin % 50% 40% 

Net EFFECT OF CHANGE IN FAIR VALUE OF BIOLOGICAL ASSETS 23,586  (255,001) 

          

OPERATING EXPENSES     

  General & administrative expense 4,543,847  4,307,792  

  Amortization 627,897  1,300,447  

  Depreciation 751,150  895,724  

    TOTAL OPERATING EXPENSES 5,922,894  6,503,963  

    % of sales 29% 45% 

    INCOME FROM OPERATIONS 4,433,744  (897,792) 

    Stock Units (A & B) 31,724 31,325 

    Income from Operations per Stock Unit $139.76 $(28.66) 

  EBITDA1 from operations 5,812,791  1,298,379  

  % of sales 28% 9% 

     

OTHER INCOME (EXPENSES)     

  Income from Investments in other companies  47,661,050  12,199,444  

  Income from Sale of Investment 885,678   -  

  Interest expense (175,445) (19,387) 

  Loss on Sale of Property & Equipment (415,575) (87,375) 

  Other Income (expense) 3,674   - 

    TOTAL INCOME (EXPENSES) 47,959,382  12,092,682  

          

 Income Before Provision for Income Taxes 52,393,126 11,194,682 

 Provision for Income Taxes 210,000 - 

    NET INCOME 52,183,126 11,194,890  

  Stock Units (A & B) 31,724 31,325 

    Net Income per Stock Unit $1,644.91 $357.38 

    EBITDA1 53,947,618  13,410,448 

  Total Assets 98,127,455 51,950,832 

  Total Non-Current Liabilities 1,138,277 296,352 
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1.  EBITDA is a non-IFRS measure that is Net Income, plus Interest Expense, plus Amortization, plus Depreciation, and plus Tax Expense. 

This measure provides a key metric to assess operating performance and cash flow. 

Revenue 

Operating Revenue for fiscal year ended December 31, 2020 and 2019 was $20.6 million and $14.5 million 
respectively, an increase of $6.1 million year over year. Operating revenue consists of sales out of the Müv 
dispensary, wholesale sales consisting of AltMed product sold to other dispensaries within the state of Arizona, 
MüvHealth CBD products, and other revenue. Most sales come from dispensary sales and wholesale sales; these are 
discussed below.   

Beginning in Q4 of 2019 the business made a concerted effort to start selling more AltMed produced flower, edibles, 
and concentrates through its dispensary. The surplus was sold through the wholesale market. In Q4 of 2019 and 
throughout 2020 this trend continued. In 2020 Altmed products sold through its dispensary increased 249%. Overall, 
in 2020 Altmed products made up 45% of total sales out of the AME dispensary compared with 28% in FY 2019. 
Selling Altmed products through the dispensary resulted in higher gross margins, earnings, and EBITDA. In addition, 
the dispensary was less reliant on 3rd party suppliers for product.  Third party products have on average a 20-25% 
lower gross margin than Altmed products sold through the dispensary. 

COVID 19 had a positive effect on revenue in Q2 and Q3 of 2020. As people started getting back to work in Q4, sales 
began to taper off. 

In addition, on November 1, 2020, Arizona’s new testing requirements went into effect. Mandatory testing is now 
required for all products. Unfortunately, there were not enough testing facilities in the state to handle this increased 
volume. As a result, sales dropped in November and December as there was not enough ‘tested’ product available 
for sale. All available products were sent to the AME dispensary where gross margins are higher, resulting in a drop 
in Q4 wholesale sales. 

Wholesale Revenue increased $1.5M year over year. The increase is due to two main drivers. The first is the increase 
in gummie sales. During 2020, AltMed produced Wana gummie products increased in sales by $2.1M. This is due in 
large part to the popularity of the product and the introduction of a 300 mg product. 

The second driver for the increase in sales relates to bulk flower. In Q4 of 2019 the bulk price per pound of Müv 
flower was increased. As demand increased in 2020, we continued to increase the price. The average wholesale price 
for a pound of flower increased on average $635/lb. from 2019. While the total pounds sold through wholesale 
decreased year over year, total revenue related to bulk flower sales remained unchanged. The flower that would 
have been sold wholesale was routed to the dispensary where flower sales averaged $360/lb. more than if sold 
wholesale. 

During 2020, the cultivation site reached capacity and some product categories were no longer sold through the 
wholesale channel. Concentrates (shatter, crumble, etc.) and Vape cartridges were sold through the dispensary but 
not wholesale. With the limitations in production capacity biomass resources were allocated to the production of 
gummies, flower, and enough of the other product categories to sell through the dispensary. 

In 2020 total pounds sold of Altmed flower were 2,548 lbs., an increase of 448 lbs. (21%) from 2019. While this 
allowed for record sales in 2020, it was determined early in 2020 that we needed to expand production capacity. An 
additional 2K+ square foot flower room was placed in service in Q4 of 2020. The first harvest date was in Q4, with 
the biomass beginning to be sold in FY2021. In addition, AME entered a contract to build a semi-enclosed greenhouse 
on the property it purchased in 2020. Phase One of the Greenhouse (55,000 sq ft) is set to be completed in Q3 of 
2021. Phase one is anticipated to produce over 8,000 lbs. of flower per year, and a similar volume of trim will be 
available for extraction.  
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Cost of Revenues & Biological Assets 

Cost of Revenues are derived from cost related to the internal cultivation and production of cannabis and from retail 
and wholesale purchases made from other licensed producers operating within our state markets. Inventory of 
plants under production is considered a biological asset. Under IFRS, biological assets are to be recorded at fair value 
at the time of harvest, less costs to sell, which are transferred to inventory and the transfer becomes the deemed 
cost on a go-forward basis. When the product is sold, the fair value is relieved from inventory and the transfer is 
booked to cost of sales. In addition, the cost of sales also includes products and costs related to other products 
acquired from other producers and sold by the Company. In 2020, the Company focused on selling AltMed (Müv) 
products out of its dispensary. This resulted in a 254% increase in Altmed products sold through its dispensary. This 
in turn reduced the Cost of Revenue for Dispensary sales since the AltMed produced product have a lower cost than 
3rd party products that would have otherwise been purchased. 

General & Administrative Expenses 

2020 Selling, General, and Administrative (“SG&A”) expenses are comprised of General and Administrative expenses 
and the costs associated with operating the dispensary and wholesale sales departments.  Year over Year these costs 
increased by $236K. The driver of the increase is related to legal expenses accrued at year end to account for fees 
incurred during the discussions regarding the business combination with Verano Holdings, LLC.  At the beginning of 
the COVID pandemic the dispensary also extended its hours to try and avoid large crowds. This also factors into the 
increase for the year. If the accrued legal fees are excluded, then year over year SG&A costs are flat. 

Depreciation and Amortization 

In 2020 certain assets were written off. This resulted in a loss on the disposal of the assets, but the overall 
Depreciation expense for the year was also reduced. Amortization expense for the year consists of 3 intangible 
assets. The Cultivation and Management Fee Agreement between Agronomy Innovations LLC and Fort Consulting, a 
Right to Use agreement, and a buyout of investor equity dating back to 2015. Both the Right to Use and Buyout 
intangible assets were written down to zero in 2020. Going forward, the only intangible asset to be amortized is the 
Cultivation and Management Fee Agreement. 

Provision for Income Taxes 

Fort Consulting, LLC is a no-profit entity for Arizona income tax purposes and elected to be taxed as a C-corporation 
for U.S. Federal tax purposes. Therefore, income taxes are provided for the tax effects of transactions in the financial 
statements and consist of taxes currently due plus deferred taxes related primarily to differences between the basis 
of certain assets and liabilities for financial and tax reporting. 

Deferred taxes are provided on the asset and liability method whereby deferred tax assets are recognized for 
deductible temporary differences and operating loss and tax credit carryforwards and deferred tax liabilities are 
recognized for taxable temporary differences. Temporary differences are the differences between the reported 
amounts of assets and labilities and their tax basis. Deferred tax assets are reduced by a valuation allowance when, 
in the opinion of management, it is more likely than not that some portion or all the deferred tax assets will not be 
realized. Deferred tax assets and liabilities are adjusted for the effects of changes in the tax laws and rates on the 
date of enactment. The Company accounts for uncertain tax positions in accordance with the provisions of FASB ASC 
Topic 740, Income Taxes (“ASC 740”). ASC 740 provides a comprehensive model for the recognition, measurement, 
and disclosure in the financial statements of uncertain tax positions that the Company has taken or expects to take 
on a tax return. Under this standard, the Company can recognize the benefit of an income tax position only if it is 
more likely than not (greater than 50%) that the tax position will be sustained upon tax examination, based solely 
on the technical merits of the tax position. Otherwise, no benefit can be recognized. The tax benefits recognized are 
measured based on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate 
settlement. 
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The Company has not recorded a deferred tax asset for the net operating loss incurred for the period inception to 
December 31, 2020 due to uncertainty of the benefit of the loss being realized. Therefore, if recorded the Company 
would provide for a valuation allowance equal to the potential realized benefit. In the future, if the Company receives 
benefit from this net operating loss the financial statements will reflect this benefit through a reduction of the 
valuation allowance. As of December 31, 2019, the net operating loss carryover was approximately $1,070,000. 

RISK FACTORS 

The Company is subject to risks, certain of which are described in the risk factors set forth below. The occurrence of 
any one or more of these risks or uncertainties could have a material adverse effect on the financial condition, 
operating results, plans for development and expansion and achievements of the Company. Additional risks and 
uncertainties not presently known to the Company or that the Company currently deems immaterial may also impair 
the Company’s business operations. The Company will face numerous challenges in the development of its business. 
Due to the nature of the Company and its business and present stage of the business, readers should carefully 
consider all such risks, including those set out in the discussion below.  See also  “Risk Factors” in the  Listing 
Statement of Verano Holdings Corp. filed with Canadian securities regulators on SEDAR. 

Risks Specifically Related to the United States Cannabis Regulatory Regime 

The United States federal government has not legalized marijuana for medical or adult-use. 

The federal government of the United States regulates drugs through the CSA, which places controlled substances 
on one of five schedules. Currently, cannabis is classified as a Schedule I controlled substance. This means it has a 
high potential for abuse and currently has no accepted medical use in treatment in the United States. Schedule I 
substances are subject to production quotas imposed by the DEA. Thus, the federal government of the United States 
has specifically reserved the right to enforce federal law regarding the sale and disbursement of medical or adult-
use marijuana even if such sale and disbursement is sanctioned by state law. 

Currently, 33 U.S. states, the District of Columbia and the U.S. territories of Guam and Puerto Rico, allow the use of 
medical cannabis. Additionally, the states of Alaska, California, Colorado, Maine, Massachusetts, Michigan, Nevada, 
Oregon, Vermont, Washington, the District of Columbia, Arizona, Illinois, New Jersey and North Dakota have 
legalized cannabis for adult recreational use. However, since cannabis is a Schedule I controlled substance, the 
development of a legal cannabis industry under the laws of these states is in conflict with the CSA. In light of this 
conflict between state and federal law, the United States Department of Justice (the “DOJ”) Deputy Attorney General 
of the Obama Administration, James Cole, issued a memorandum (the “Cole Memorandum”), dated August 29, 2013, 
providing updated guidance to federal prosecutors concerning cannabis enforcement under the CSA. The Cole 
Memorandum provided, in part, that when states have 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 threaten the federal priorities. Indeed, a robust system may 
affirmatively address those priorities by, for example, implementing effective measures to prevent diversion of 
cannabis outside of the regulated system and to other states, prohibiting access to marijuana by minors, and 
replacing an illicit cannabis trade that funds criminal enterprises with a tightly regulated market in which revenues 
are tracked and accounted for. In those circumstances, consistent with the traditional allocation of federal-state 
efforts in this area, the Cole Memorandum provided that enforcement of state law by state and local law 
enforcement and regulatory bodies should remain the primary means of addressing marijuana-related activity. In 
contrast, if the state enforcement efforts are not sufficient to protect against the harms set forth above, the federal 
government may seek to challenge the regulatory structure itself in addition to continuing to bring individual 
enforcement actions, including criminal prosecutions, focused on those harms. 

In 2014, the United States House of Representatives passed an amendment (commonly known as the Rohrabacher-
Blumenauer Amendment, the Rohrabacher-Leahy Amendment or the “Rohrabacher-Farr Amendment”) to the 
Commerce, Justice, Science, and Related Agencies Appropriations Bill, which funds the DOJ. The Rohrabacher-Farr 
Amendment prohibits the DOJ from using funds to prevent states with medical cannabis laws from implementing 
such laws. In August 2016, the U.S. Court of Appeals for the Ninth Circuit ruled in United States v. McIntosh that the 
Rohrabacher-Farr Amendment bars the DOJ from spending funds on the prosecution of conduct that is allowed by 
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state medical cannabis laws, provided that such conduct is in strict compliance with applicable state law. In March 
2015, bipartisan legislation titled the Compassionate Access, Research Expansion, and Respect States Act (the 
“CARERS Act”) was introduced, proposing to allow states to regulate the medical use of cannabis by changing 
applicable federal law, including by reclassifying cannabis under the CSA to a Schedule II controlled substance and 
thereby changing the plant from a federally criminalized substance to one that has recognized medical uses. More 
recently, the Respect State Marijuana Laws Act of 2017 has been introduced in the U.S. House of Representatives, 
which proposes to exclude persons who produce, possess, distribute, dispense, administer or deliver marijuana in 
compliance with state laws from the regulatory controls and administrative, civil and criminal penalties of the CSA. 

Although these developments have been met with a certain amount of optimism in the cannabis industry, neither 
the CARERS Act nor the Respect State Marijuana Laws Act of 2017 have yet been adopted, and the Rohrabacher-
Farr Amendment must be renewed annually and has currently been renewed until September 30, 2019. 
Furthermore, the ruling in United States v. McIntosh is only applicable in the Ninth Circuit, which includes the states 
of Alaska, Arizona, California, Hawaii, Idaho, Montana, Nevada, Oregon and Washington. The Corporation plans to 
have, operations in states outside of the Ninth Circuit. 

In early 2017, President Donald J. Trump nominated Alabama Republican Jeff Sessions as the United States Attorney 
General. In addition to the election of President Trump, the Republican party retained control of United States 
Congress. On January 4, 2018, then Attorney General Sessions issued a written memorandum (the “Sessions 
Memorandum”) to all U.S. Attorneys stating that the Cole Memorandum was rescinded, effectively immediately. In 
particular, Attorney General Sessions stated that “prosecutors should follow the well-established principles that 
govern all federal prosecutions,” which require “federal prosecutors deciding which cases to prosecute to weigh all 
relevant considerations, including federal law enforcement priorities set by the Attorney General, the seriousness 
of the crime, the deterrent effect of criminal prosecution, and the cumulative impact of particular crimes on the 
community.” Attorney General Sessions went on to state in the Sessions Memorandum that given the Justice 
Department’s well-established general principles, “previous nationwide guidance specific to marijuana is 
unnecessary and is rescinded, effective immediately.” Attorney General Sessions reiterated that the cultivation, 
distribution and possession of marijuana continues to be a crime under the CSA. 

On November 7, 2018, Mr. Sessions tendered his resignation as Attorney General at the request of President Donald 
Trump. Following Mr. Sessions’ resignation, William Barr was confirmed as the new Attorney General. Mr. Barr 
stated during his confirmation hearings in a response to a question from Senator Cory Booker, “I'm not going to go 
after companies that have relied on Cole Memorandum.” Mr. Barr also reconfirmed this response in writing as part 
of the formal confirmation proceedings. 

On or about December 14, 2020, Mr. Barr announced a planned resignation from the Trump administration, effective 
the following week. On December 24, 2020, Deputy Attorney General Mr. Jeffrey Rosen became Acting Attorney 
General. On January 7, 2021, President Joe Biden announced Judge Merrick Garland as his nomination for the next 
U.S. Attorney General. On January 20, 2021, Robert Wilkinson replaced Mr. Jeffrey Rosen as the Acting Attorney 
General while Judge Garland seeks confirmation from the U.S. Senate. 

On December 27, 2020, President Donald Trump signed the Consolidated Appropriations Act of 2021, which included 
the Rohrabacher-Farr Amendment, which prohibits the funding of federal prosecutions with respect to medical 
cannabis activities that are legal under state law. The Consolidated Appropriations Act of 2021 makes appropriations 
for the fiscal year ending September 30, 2021. There can be no assurances that the Rohrabacher-Farr Amendment 
will be included in future appropriations bills or budget resolutions. 

President Joseph Biden has announced his nomination of Merrick Garland as U.S. Attorney General. Mr. Garland’s 
nomination is subject to confirmation by the United States Senate. It is unclear what impact the new U.S. Attorney 
General will have on U.S. federal government enforcement policy. However, a significant change in the federal 
government’s enforcement policy with respect to current federal laws applicable to cannabis could have a material 
adverse effect on the business, financial condition or results of operations of the Corporation. The Corporation is 
expected to provide products and services to state-approved cannabis cultivators and dispensary facilities. As a 
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result, it could be deemed to be aiding and abetting illegal activities, a violation of United States federal law.  

Following two special runoff elections conducted in the U.S. State of Georgia on January 5, 2021, for two U.S. Senate 
seats, Democrats Raphael Warnock and Jon Ossoff each received more votes than their incumbent opponents. As a 
result of the special elections, Democrats control 50 seats in the U.S. Senate and Republicans control 50 seats, and 
Vice President Kamala Harris carries the tie-breaking vote. Consequently, for the first time since January 3, 2009, 
Democrats now control the U.S. Senate. As a result, and in conjunction with Democrat control of the U.S. House of 
Representatives and the White House, cannabis legislation, including the Marijuana Opportunity Reinvestment and 
Expungement Act and others, may now face a realistic chance of passage. This and other legislation have the 
potential to de-schedule cannabis, improve access to banking and other financial resources for cannabis companies, 
and remove the effects of I.R.C. § 280E on cannabis businesses. There is no guarantee that any such legislation will 
pass. 

 
Other Risk Factors 

• The Company’s operations are subject to various laws, regulations and guidelines relating to the manufacture, 
management, transportation, storage, and disposal of  adult-use cannabis but also including laws and 
regulations relating to health and safety, the conduct of operations and the protection of the environment. 

• The continued development of the Company may require additional financing and 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 favorable to the Company.  

• 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 its business, 
financial condition, results of operations and prospects. 

• The Company’s limited operating history may make it difficult for investors to predict future performance based 
on current operations. 

• A drop in the retail price of medical marijuana products may negatively impact the business of the Company. 

• The Company’s business could be adversely affected if it fails to protect its intellectual property. 

• The Company may be exposed to infringement or misappropriation claims by third parties, which, if determined 
adversely to the Company, could subject to significant liabilities and other costs. 

• The Company’s ability to recruit and retain management, skilled labor and suppliers is crucial to the Company’s 
success. 

• The Company has a limited operating history. 

• There is potential that the Company will face intense competition from other companies, some of which have 
longer operating histories and/or more financial resources and manufacturing and marketing experience than 
the Company. 

• The Company believes the cannabis industry is highly dependent upon consumer perception regarding the 
safety, efficacy and quality of the cannabis produced. Consumer perception of the Company’s products can be 
significantly influenced by scientific research or findings, regulatory investigations, litigation, media attention 
and other publicity regarding the consumption of cannabis products. There can be no assurance that future 
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scientific research, findings, regulatory proceedings, litigation, media attention or other research findings or 
publicity will be favorable to the medical cannabis market or any product, or consistent with earlier publicity. 

• The Company faces an inherent risk of exposure to product liability claims, regulatory action, and litigation if its 
products are alleged to have caused significant loss or injury. 

• Greater access to medical cannabis, through competitive expansion in the marketplace and illegal markets, may 
decrease the number of patients registering with the Company and may cause registered patients to leave the 
Company. 

• Any significant interruption or negative change in the availability or economics of the supply chain for key inputs 
could materially impact the business, financial condition, and operating results of the Company. 

• If the Company is unable to continually innovate and increase efficiencies, its ability to attract new customers 
may be adversely affected. 

• The Company may engage in acquisitions or other strategic transactions or make investments that could result 
in significant changes or management disruption. 

• The Company could fail to integrate acquired companies into the business of the Company. 

• The Company has, and will have, certain business arrangements with third parties, the breakdown/loss of which 
could impact its operations. 

• The Company’s operations are subject to environmental and safety laws and regulations concerning, among 
other things, emissions and discharges to water, air and land, the handling and disposal of hazardous and non-
hazardous materials and wastes, and employee health and safety. 

• Although all growing is completed indoors under climate-controlled conditions, there can be no assurance that 
natural elements and weather will not have a material adverse effect on any such future production; and 

• The Company may become party to litigation, mediation and/or arbitration from time to time in the ordinary 
course of business which could adversely affect its business 

 

 


