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GENERAL

Reference is made in this annual information form (the “AIF”) to the audited annual consolidated financial 
statements (the “Financial Statements”) and management’s discussion and analysis (the “MD&A”) for 
CannaRoyalty Corp. (the “Company” or “CannaRoyalty”) for the year ended December 31, 2015, 
together with the auditors’ report thereon. 

The Financial Statements and MD&A are available for review on SEDAR located at www.sedar.com and 
on the Company’s website at www.cannaroyalty.com. All financial information in this AIF is prepared in 
accordance with International Financial Reporting Standards (“IFRS”), as issued by the International 
Accounting Standards Board.

Unless otherwise noted herein, information in this AIF is presented as at January 25, 2017, and 
references to “$” are to Canadian dollars.

All references in this AIF to the Company or CannaRoyalty also include references to all subsidiaries of 
the Company as applicable, unless the context requires otherwise.

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING INFORMATION

This AIF contains “forward-looking information” which may include, but is not limited to, statements with 
respect to the future financial or operating performance of the Company and its subsidiaries, the future 
delivery and cultivation costs of marijuana and applicable government taxes thereto, lab and research 
work performed to date, proper current and future lab testing procedures to avoid use of controversial 
chemicals and to prevent recall of products that are not in accordance with Health Canada regulations, 
the timing and estimated amount of future production, costs of production, timing and development of 
current and future projects, requirements for additional capital, limitations of insurance coverage, 
limitation from institutional financing, timing and possible outcome of pending regulatory matters in 
Canada and the United States. Often, but not always, forward-looking statements can be identified by the 
use of words and phrases such as “plans”, “expects”, “is expected”, “budget”, “scheduled”, “estimates”, 
“forecasts”, “intends”, “anticipates”, or “believes” or variations (including negative variations) of such 
words and phrases, or statements that certain actions, events or results “may”, “could”, “would”, “might” or 
“will” be taken, occur or be achieved.

Forward-looking statements are based on the opinions and estimates of management as of the date such 
statements are made and are based on various assumptions such as: (i) the Company’s ability to 
generate cash flow from operations and obtain necessary financing on acceptable terms; (ii) general 
economic, financial market, regulatory and political conditions in which the Company operates; (iii) 
consumer interest in Company products; (iv) anticipated and unanticipated costs; (v) government 
regulation of the Company’s activities and products; (vi) the timely receipt of any required regulatory 
approvals; (vii) the Company’s ability to obtain qualified staff, equipment and services in a timely and cost 
efficient manner; the Company’s ability to conduct operations in a safe, efficient and effective manner; 
(viii) and the Company’s construction plans, expansion of facilities, its costs and timeframe for completion 
of such plans.

Forward-looking statements involve known and unknown risks, uncertainties and other factors, which may 
cause the actual results, performance or achievements of CannaRoyalty to be materially different from 
any future results, performance or achievements expressed or implied by the forward-looking statements. 
Such factors include, among others, general business, economic, competitive, political and social 
uncertainties; competitive business strategies of the Company; capital expenditures, the grant, renewal 
and impact of any licenses to conduct activities with cannabis or any amendments thereof; the expected 
growth in the number of users of cannabis; the applicable laws, regulations, taxation regimes and any 
amendments thereof; the timely receipt of any required regulatory approvals; the number of grams of 
medical marijuana used by each patient; the Company’s expected sales prices and anticipated future 
gross margins; consumer interest in the Company’s products, as well as those factors discussed in the 
section entitled “Risk Factors” in this AIF. Although the Company has attempted to identify important 

http://www.sedar.com/
http://www.cannaroyalty.com/


4

factors that could cause actual actions, events or results to differ materially from those described in 
forward-looking statements, there may be other factors that cause actions, events or results to differ from 
those anticipated, estimated or intended. Forward-looking statements contained herein are made as of 
the date of this AIF and the Company disclaims any obligation to update any forward-looking statements, 
whether as a result of new information, future events or results, except as may be required by applicable 
securities laws. There can be no assurance that forward-looking statements will prove to be accurate, as 
actual results and future events could differ materially from those anticipated in such statements. 
Accordingly, readers should not place undue reliance on forward-looking statements.

CORPORATE STRUCTURE

Name, Address and Incorporation

CannaRoyalty Corp. is a reporting issuer listed for trading on the CSE in the Province of Ontario. 
CannaRoyalty was incorporated as “McGarry Minerals Ltd.” on August 19, 1985. In connection with a 
corporate reorganization, the Company changed its name to “Bonanza Blue Corp.” on August 16, 2000 
and changed its name to “CannaRoyalty Corp.” on December 5, 2016, prior to the completion of the RTO. 
CannaRoyalty’s head office and registered office is located at 333 Preston Street, Tower 1, Suite 610, 
Ottawa, Ontario K1S 5N4.

CannaRoyalty was incorporated under the OBCA.

Intercorporate Relationships

The diagram on the following page presents the corporate subsidiaries and certain business interests of 
the Company, both in existence and in negotiations. CannaRoyalty’s material subsidiaries are 
incorporated as follows: (i) CannaRoyalty is incorporated in Ontario, under the OBCA; (ii) CRHC is 
incorporated in Canada under the CBCA; (iii) Cannroy Delaware is incorporated in Delaware, United 
States; (iv) Dreamcatcher is incorporated in Nevada; (v) Achelois is incorporated in California; and (vi) 
Electric Medialand is incorporated in Canada, under the CBCA.
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GENERAL DEVELOPMENT OF THE BUSINESS

Recent Developments

CannaRoyalty had no active business operations leading up to completion of the RTO. CannaRoyalty
entered into the Definitive Agreement with CRHC on June 30, 2016, which outlines the general terms and 
conditions of the RTO, pursuant to which CannaRoyalty was to acquire all of the issued and outstanding 
securities of CRHC in exchange for securities of CannaRoyalty. For further information regarding the 
RTO, please see the heading “Reorganizations” below.

CRHC was incorporated on October 3, 2014, with the aim of providing integrated, end-to-end solutions 
encompassing research, brands, and devices covering the key segments of the legal cannabis market. 
The business of CRHC became the business of CannaRoyalty following the RTO. CannaRoyalty
contributes strategic capital and functional expertise to maximize the return potential of its diversified 
platform of assets. In addition to its head office in Vancouver, CannaRoyalty has a satellite office in 
Ottawa, Ontario and a registered address in County of Kent, Delaware., care of a registered agent. 
CannaRoyalty’s trademark/trade dress is branded under the “CannaRoyalty” name. 

On March 11, 2016, Cannroy Delaware, a wholly owned subsidiary of CannaRoyalty, was incorporated in 
Delaware.

On April 29, 2016, CannaRoyalty established a share unit plan (the “Share Unit Plan”) to provide 
directors, officers, consultants, or employees involved in the management of CannaRoyalty the 
opportunity to acquire share units of CannaRoyalty in order to allow them to participate in the long-term 
success of the business. 

On May 3, 2016, Cannroy Distribution, a wholly owned subsidiary of Cannroy Delaware was incorporated 
in Delaware.

Three-Year History and Significant Acquisitions

Corporate

CannaRoyalty has built a platform of assets via royalty agreements, equity interests, convertible and non-
convertible debt and licensing agreements with various businesses in Canada and the United States, 
primarily in the start-up phase, as set forth below. 

On March 6, 2015, CannaRoyalty acquired 1,500 Class A units, an 8.2% equity interest, in Alternative 
Medical Enterprises for CAD$1,850,070 (US$150,000). Alternative Medical Enterprises owns 100% of 
NuTrae, a company developing drug delivery systems and products such as a transdermal patch, a 
meter-dosing inhaler and aerosolizer, and creams, lotions, and balms.  Alternative Medical Enterprises 
also has an interest in a licensed cultivation operation in Arizona, and an interest in a company with real 
estate and agriculture assets focused on the cannabis sector in Colorado. 

On August 19, 2015, CannaRoyalty entered into a loan agreement with Santa Barbara for US$100,000 to 
assist Santa Barbara in opening a collective and healing center in Santa Barbara, California.  Interest is 
calculated at 20% per annum. The principal and accrued interest was due on August 19, 2016.  The loan 
is unsecured. As the amount is now past due and no payments have been received, the loan is currently 
deemed fully impaired. CannaRoyalty has provided an allowance of $65,585 (US$50,000) against the 
principal balance. 

On November 16, 2015, a letter of intent was executed by CannaRoyalty, Vida, and Resolve to enter into 
a definitive agreement where CannaRoyalty would invest $750,000 cash in Resolve, in return for an 11% 
equity interest in Resolve which is accounted for at cost. On April 1, 2016, CannaRoyalty purchased 
Vida’s rights and obligations to acquire 50,531 common shares of Resolve, and these shares were fully 
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paid on July 4, 2016. The total consideration paid to Vida of $2,825,000 also included a royalty interest in 
NuTrae LLC (see below). After the completion of this transaction on July 4, 2016, CannaRoyalty held a 
35% equity interest in Resolve as well as an option to have a CannaRoyalty representative on the 
Resolve board of directors. As a result, CannaRoyalty gained significant influence over Resolve and as 
an associate the investment is accounted for under the equity method. On December 1, 2016 Resolve 
completed a private placement financing which resulted in the dilution of CannaRoyalty’s Investment to
28%.

Though CannaRoyalty has not yet exercised its right to have a representative appointed to Resolve’s 
board, it plans to do so imminently.

On February 3, 2016, CannaRoyalty entered into a loan agreement with Eureka, a company that 
manages Magnolia, a medical cannabis dispensary in Oakland, California. The loan is to assist Eureka in 
expanding its operations in Oakland to add a licensed kitchen to produce edibles, distillates, concentrates 
and confectionary products. The loan was made in exchange for a convertible promissory note receivable 
with a face value of US$200,000. At signing, CannaRoyalty advanced US$100,000 of the US$200,000; 
the other half of the loan was advanced on April 6, 2016. During August 2016, CannaRoyalty advanced a 
further US$200,000 to Eureka as part of a second convertible promissory note. The conditions of the first 
and second convertible promissory notes are the same. The term is five years. Commencing on the third 
anniversary (February 2019 and August 2019, respectively), CannaRoyalty has the option to convert the 
principal and accrued interest into a 5% equity interest in Eureka for each loan for an aggregate stake of 
up to 10% in Eureka. If the conversion options are not exercised, commencing on the third anniversary 
date, principal shall be paid monthly in arrears on the last day of each month in equal monthly 
instalments. If the conversion options are not exercised, the accrued interest shall be paid monthly in 
arrears on the last day of each month in equal monthly instalments.  Principal and accrued interest can be 
repaid in advance without penalty. 

On July 8, 2016, CannaRoyalty entered into a royalty agreement with Cascadia, a subsidiary of AltoTerra,
in which CannaRoyalty paid a total of $891,772 and provided the use of property and equipment in 
consideration for a 30% royalty stream on Cascadia’s gross revenues. Cascadia is incorporated in the 
state of Washington and is in the business of leasing turnkey built-out solutions to companies that 
produce and process cannabis products pursuant to a license issued by the Washington State Liquor and 
Cannabis Board. The royalty investment is secured by Cascadia’s lease at this property. 

On April 1, 2016, CannaRoyalty and CannaCraft entered into license agreements for the purpose of 
facilitating the distribution of vaporizer devices in Canada and the State of Washington. 

CannaRoyalty advanced funds of US$250,000 to CannaCraft on May 16, 2016. This advance has been 
partially offset by the purchase of equipment and product from CannaCraft, valued at US$171,183. The 
balance of the unsecured loan is US$78,817. This advance is not part of the joint venture agreement or 
license agreements between the two companies. 

On April 1, 2016, CannaRoyalty entered into an Exclusive License Agreement with Wagner Dimas, a 
Nevada Corporation which has an innovative process for creating machine rolled products whereby 
CannaRoyalty acquired an exclusive license to manufacture, have manufactured, use, offer to sell, sell, 
import and/or distribute licensed property belonging to Wagner Dimas. On May 25, 2016 CannaRoyalty
acquired a 20% equity interest in Wagner Dimas, with an outstanding obligation to make additional 
payments. The Company committed to purchase 2,000,000 shares of Wagner Dimas for US$625,000, 
which has been paid in full. Wagner Dimas brands and sells some of its products under the name Lucy’s 
Pre-Rolls. 

Pursuant to a binding letter agreement dated April 1, 2016 between CannaRoyalty and Vida,
CannaRoyalty purchased from Vida the following interests: (i) 3.5 % royalty on the net revenue of NuTrae 
for a period of 10 years, commencing January 1, 2016; (ii) Vida’s rights and obligations to acquire 50,531 
common shares of Resolve and (iii) 20% interest in Bay Area Extraction Processing. In addition, at such 
time as CannaRoyalty increases the number of directors on its Board or completes a reverse-takeover 
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transaction with a reporting issuer in connection with a going-public transaction, Vida will have the right to 
nominate one individual to serve as a member of the Board of CannaRoyalty or the RTO acquirer, as 
applicable, until the next meeting of the resulting company’s shareholders. In consideration for these 
interests, CannaRoyalty issued 3,500,000 of its common shares to Vida, valued at $2,625,000 ($0.75 per 
share) on July 4, 2016, and paid cash in the amount of $200,000. The total consideration for this 
purchase was $2,825,000.

On April 7, 2016, CannaRoyalty acquired a 10% equity interest in Bodhi for $250,000, and an option to 
earn up to an additional 10% equity interest in connection with the provision of future services. The 
investment of $250,000 was paid in two instalments.  The first instalment of $100,000 was advanced on 
April 7, 2016. On September 29, 2016, CannaRoyalty paid the remaining instalment of $150,000. 

On April 26, 2016, CannaRoyalty acquired a 6% equity interest (350,000 common shares) in Eureka for 
US$100,000. Additionally, CannaRoyalty also provided US$400,000 of loans to Eureka, convertible into 
an additional 10% equity interest in Eureka.

On April 27, 2016, CannaRoyalty acquired the interest to a royalty stream purchase agreement with 
NuTrae, as part of the Vida transaction for an allocated purchase price of $1,130,000, providing for a 
3.5% royalty on the net revenues of NuTrae for a period of 10 years, commencing January 1, 2016. 

On May 3, 2016, CannaRoyalty incorporated Cannroy Distribution, a wholly owned subsidiary of Cannroy 
Delaware.

On May 13, 2016 Aphria acquired a 7.2% equity interest in CannaRoyalty for $1.5 million.

On May 15, 2016, CannaRoyalty advanced a total of US$118,000 to Natural Ventures, a corporation 
organized under the laws of Puerto Rico. A promissory note dated June 28, 2016 was taken back with 
interest charged at 5% per annum. As described below in further detail, on December 20, 2016, 
CannaRoyalty agreed to enter into a royalty financing arrangement with Natural Ventures.

On May 15, 2016, CannaRoyalty entered into license and royalty agreement, which remained subject to 
an expanded definitive agreement, with Stokes, a limited liability company in California that produces low 
dose, cannabis infused edibles. CannaRoyalty will purchase a license from Stokes to manufacture and 
sell Stokes products in Washington and when federal legislation permits, in Canada.  An upfront license 
fee of US$125,000 is required for a term of five years from the first commercial sale of any product from 
this agreement in any of the licensed territories. An advance of US$50,000 was made as an up-front fee, 
but was originally to be refunded in full with annual interest of 2.5% if a definitive agreement was not 
finalized by December 31, 2016. The parties have agreed to extend the deadline for execution of a 
definitive agreement to February 28, 2017. The royalty interest is expected to be 13% of gross sales, paid 
on a quarterly basis. 

On June 13, 2016, pursuant to the letter of intent signed between CannaRoyalty, Vida, and Resolve 
dated November 16, 2015, and the binding letter agreement between CannaRoyalty and Vida dated 
April 1, 2016, CannaRoyalty subscribed for 73,027 shares in Resolve as part of its original investment of 
$750,000 and the purchase of Vida’s right to common shares, increasing CannaRoyalty’s holding in 
Resolve to 35%. 

On June 30, 2016, pursuant to a subscription side letter dated March 12, 2016, CannaRoyalty acquired a 
1.5% royalty interest on gross revenue of Three Leaf for a two-year period, plus a 2% fee on gross value 
of all of Three Leaf’s referrals for one year, in exchange for its $100,000 investment. This investment was 
made in accordance with a private placement on March 17, 2016, in which Three Leaf subscribed to 
666,666 common shares in CannaRoyalty for $500,000, CannaRoyalty agreed to make an investment in 
Three Leaf of $100,000. 

On June 30, 2016, CannaRoyalty entered into the Definitive Agreement with CRHC. 
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On June 30, 2016, as memorialized in a term sheet, CannaRoyalty committed to subscribe for a 70% 
equity interest in Achelois, a company in the State of California that develops and manufactures cannabis 
infused skin lotions with fibroblast technology for healing and pain relief. Consideration for the shares in 
Achelois is comprised of funding commitments, and the provision of services. As part of the funding
commitments, CannaRoyalty will provide funding to Achelois on an as needed basis to allow Achelois to 
become commercially operational. On November 30, 2016, CannaRoyalty completed the transaction and 
acquired a 70% equity interest in Achelois. 

During July 2016, CannaRoyalty advanced $393,510 (US$300,000) to BAS in two separate tranches of 
US$150,000. BAS is a fully licensed and compliant lab and manufacturing and processing facility located 
in Berkeley, CA. Two secured, convertible promissory notes were received in exchange and two 
convertible promissory note purchase agreements were executed, one on July 18, 2016 and the other on 
July 22, 2016, each agreement indicating that BAS agrees to loan the Company additional resources to 
conduct its business, up to an aggregate amount of $2,500,000. The loans mature in January, 2018 after 
an eighteen-month term. The notes accrue interest at an annual rate of 7% and can only be prepaid at 
the option of CannaRoyalty. Upon maturity or at any time after the maturity date, in lieu of demanding 
payment, CannaRoyalty may at its option and sole discretion, elect to convert all or part of the 
outstanding principal amount plus any accrued and unpaid interest into a number of shares of BAS 
Research common stock or shares of the authorized class of series of preferred stock most recently 
issued by BAS. If CannaRoyalty elects to convert the notes receivable into common or preferred shares, 
the potential stake would not result in CannaRoyalty having significant influence over BAS. 

On July 22, 2016, CannaRoyalty entered into a joint venture with CannaCraft, a company in California 
that supplies equipment and cannabis-based medicines. The joint venture is conducted under the name 
Mobile Medicine, whose purpose is to manufacture and lease mobile gelatin encapsulation machines. 
CannaCraft will contribute one third of the funds required, and will be responsible for the design and 
manufacturing of the machines. CannaCraft will also manage and operate the machines. CannaRoyalty
will contribute two thirds of the funding required for a 50% equity interest, and has advanced US$150,000
to date. The Mobile Medicine joint venture is not yet commercially operational. 

Effective August 12, 2016, CannaRoyalty entered into a binding term sheet with the following related 
entities, Dreamcatcher, a corporation incorporated under the laws of the State of Nevada, Rock Vapor, a 
corporation incorporated under the laws of the State of Delaware, and GreenRock, to: (i)  acquire all of 
the issued and outstanding shares of Dreamcatcher, a non-profit mutual benefit corporation incorporated 
under the laws of the State of California; (ii)  acquire  certain assets of Rock Vapor; and (iii) acquire a 
controlling governing membership interest in GreenRock. During August and September 2016, 
CannaRoyalty advanced a total of $118,444 (US$90,298) to Dreamcatcher for working capital. 

On September 9, 2016 CannaRoyalty entered into a term sheet to subscribe for a 50% equity stake in 
Rich Extracts, a corporation engaged in the business of using a variety of proprietary extraction 
processes to produce premium cannabis concentrate and cannabis distillate products in the State of 
Oregon. Consideration for the shares in Rich Extracts is comprised of funding commitments, the provision 
of services, a transfer of equipment, inventory, and other tangible assets owned by CannaRoyalty into 
Rich Extracts, and a payment of US$200,000, which represents 50% of the estimated value of the 
equipment, inventory, and other tangible assets that the other joint venture is personally transferring into 
Rich Extracts. In relation to these funding commitments. To date, CannaRoyalty has provided funding and 
advances of US$1,843,649 to Rich Extracts. If the term sheet is contractually agreed upon, CannaRoyalty
and Rich Extracts will have a joint arrangement with joint control and accordingly a portion of these 
advances will be recorded as an investment in a joint venture. CannaRoyalty has provided services to 
Rich Extracts relating to research and development of products, marketing and promotion, distribution 
management, strategic business development, executive management, back office administration, and 
where permitted, manufacturing, to assist Rich Extracts in becoming commercially operational. 
CannaRoyalty has paid US$100,000 to the other joint venturer of Rich Extracts as partial payment for the 
value of equipment, inventory, and other tangible assets that he has personally transferred into Rich 
Extracts. In addition, there will be an assignment of intellectual property, a consulting agreement with the 
CEO of Rich Extracts for a minimum one year period, with a monthly consulting fee of US$10,000. The 
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parties are currently in discussion to change the structure of the transaction into a royalty arrangement.

On October 19, 2016, CannaRoyalty entered into a license and royalty agreement with Aphria whereby 
CannaRoyalty agreed to license to Aphria to sell or produce, in Canada, the products that CannaRoyalty
owns the rights to through its various investments. A 5% royalty on gross revenue from the sale of the 
products will be paid on a quarterly basis in exchange for the license.

On October 24, 2016, CannaRoyalty entered into a DC SPA with Dreamcatcher and GreenRock to 
purchase all of the issued and outstanding shares of Dreamcatcher and the controlling governing 
membership interest in GreenRock. Pursuant to the DC SPA, the Dreamcatcher shareholders and 
GreenRock governing member were issued 2,625,000 common shares in the capital of CannaRoyalty, 
representing an implied value of $5,250,000.00 (based on a valuation of $2.00 per common share). In 
addition, up to 2,000,000 common shares in the capital of CannaRoyalty (the “Earn-Out Shares”) may be 
issued to the Dreamcatcher shareholders upon the satisfaction of certain performance-based conditions 
precedent, namely, the ability of Dreamcatcher to obtain new customers, increase sales revenue and 
launch new products to market (the “Earn-Out Release Conditions”). The Dreamcatcher shareholders 
have the option to decline the Earn-Out Shares should the Earn-Out Release Conditions be satisfied. The 
Earn-Out Shares shall be issued in two equal tranches on a pro rata basis amongst the Dreamcatcher 
shareholders with all fractional shares being rounded down.

Also on October 24, 2016, CannaRoyalty entered into a definitive asset purchase agreement with Rock 
Vapor for the purchase of certain assets of Rock Vapor for 375,000 common shares in the capital of 
CannaRoyalty representing an implied value of $750,000.00 (based on a valuation of $2.00 per common 
share). 

Effective November 1st, 2016, CannaRoyalty acquired all of the issued and outstanding shares in Electric 
Medialand. The purchase price of Electric Medialand was $200,000 cash and 750,000 common shares of 
CannaRoyalty valued at $2.00 per share. The $200,000 cash portion of the purchase price will be paid in 
three equal instalments on the closing date of this transaction, six months from closing, and the balance, 
twelve months from closing. As a result of the transaction, the founder and owner of Electric Medialand 
joined CannaRoyalty as Chief Marketing Officer. Electric Medialand adds expertise in sales and 
marketing to support CannaRoyalty’s brands and help grow their sales.  

On November 7, 2016 CannaRoyalty entered into a binding letter of intent with Zenabis, a 
biopharmaceutical company with a focus on medical marijuana research and development. The letter of 
intent includes a share purchase, a share exchange and other commercial arrangements. If certain 
conditions are not met or waived or if the transaction is not completed by March 31, 2017(extended from 
the original deadline of December 31, 2016), CannaRoyalty shall make a penalty payment of $183,475 to 
Zenabis, which it may satisfy via the issuance of an additional 89,500 shares to Zenabis. 

CannaRoyalty has internally developed the brand Freya an intimacy oil product for women.

On December 6, 2016, the Company completed a three-cornered amalgamation with CRHC, resulting in 
the reverse-takeover of CannaRoyalty by CRHC. Pursuant to the RTO, the issued and outstanding 
securities of CRHC were exchanged for equivalent securities of CannaRoyalty on a one-for-one basis. 
Prior to the RTO, CannaRoyalty changed its name from Bonanza to CannaRoyalty and completed a 5 for 
1 share consolidation.

On December 8, 2016, CannaRoyalty commenced trading on the CSE under the symbol “CRZ”. 

On December 20, 2016, CannaRoyalty entered into a binding term sheet regarding a royalty financing 
arrangement with Natural Ventures. Pursuant to the term sheet, Natural Ventures granted CannaRoyalty 
a 2.5% royalty on Natural Ventures’ net profits, and a further 10% referral royalty on revenue generated 
from products licensed by Natural Ventures from CannaRoyalty over a 10-year term. The total advances 
under the royalty financing arrangement were US$250,000 including the conversion of the US$118,000 
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promissory note on May 15, 2016, and any accrued interest, into royalty financing.

On January 9, 2017, signed a letter of intent to acquire a 20% equity interest in Anandia, a biotechnology 
company with a focus on providing leading analytical testing services and developing cannabis strains for 
safe and effective medical applications. CannaRoyalty has agreed to provide aggregate consideration of 
C$4,000,000 in exchange for a 20% equity interest in Anandia, which will be satisfied through a 
combination of $500,000 in equipment and services to be provided by CannaRoyalty, $1,500,000 in cash,
and the balance in CannaRoyalty Shares at a deemed price per CannaRoyalty Share equal to the lesser 
of (a) $3.10 being the closing price of the CannaRoyalty Share on January 6, 2017, the last trading day 
prior to the announcement of this transaction, and (b) the volume weighted average price of the 
CannaRoyalty Shares on the CSE for the 10 consecutive trading days immediately preceding the date of 
closing. The closing is expected to be on or prior to January 31, 2017, subject to, among other things, (i) 
satisfactory completion of financial and legal due diligence by the parties; (ii) the execution of final 
definitive documents acceptable in form and substance to the parties; (iii) the approval of each of the 
board of directors of each of the parties to the transaction and the definitive documents; and (iv) the 
satisfaction or waiver of all conditions to closing specified in the definitive documents. .

Selected Financings

On April 24, 2015, CannaRoyalty issued 1,750,000 CannaRoyalty Shares in connection with a non-
brokered financing at a price of $0.50 per share for aggregate proceeds of $875,000.

On September 30, 2015, CannaRoyalty issued 2,070,000 CannaRoyalty Shares in connection with a non-
brokered financing at a price of $0.50 per share for aggregate proceeds of $1,035,000.00. Insiders 
purchased an aggregate of 200,000 CannaRoyalty Shares for aggregate gross proceeds of $100,000 to 
CannaRoyalty.

On October 29, 2015, CannaRoyalty issued 200,000 CannaRoyalty Shares in connection with a non-
brokered financing at a price of $0.50 per share for aggregate proceeds of $100,000. 

On March 17, 2016, CannaRoyalty issued 3,333,333 CannaRoyalty Shares in connection with a non-
brokered financing at a price of $0.75 per share for aggregate proceeds of approximately $2,500,000.

On June 7, 2016, CannaRoyalty issued 3,000,000 Units in connection with a non-brokered financing at a 
price of $1.00 per unit for aggregate proceeds of $3,000,000. The whole share purchase warrants 
underlying the Units of this financing expire December 7, 2017. As part of this financing, Aphria, a publicly 
traded, licensed medical marijuana producer in Ontario, subscribed for 1,500,000 Units.

On June 17, 2016, CannaRoyalty entered into a loan agreement with a shareholder for $450,730 
(US$350,000) with maturity on October 31, 2016, bearing interest at 14.29% for the term of the loan. The 
loan is secured by an 8.2% equity interest in Alternative Medical Enterprises, 3.5% royalty interest in 
NuTrae, 35% equity interest in Resolve, and CO2 supercritical extractors.  An amount of US$200,000 has 
been paid by November 23, 2016.

On July 15, 2016, CannaRoyalty issued 665,000 Units in connection with a non-brokered financing at a 
price of $0.75 per Unit for aggregate proceeds of $498,750. 

On July 28, 2016, CannaRoyalty issued 1,072,735 Units in connection with a non-brokered financing at a 
price of $0.75 per Unit for aggregate proceeds of $804,551. The whole share purchase warrants 
underlying each Unit in this financing expire January 29, 2018.

On August 18, 2016, CannaRoyalty issued 220,000 CannaRoyalty Shares in satisfaction of amounts 
owing under an outstanding loan agreement dated February 19, 2016 at a conversion price of $0.75 per 
CannaRoyalty Share for aggregate proceeds of $165,000.
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On August 24, 2016, CannaRoyalty issued 750,000 common shares and generated gross proceeds of 
$1,125,000 as Aphria exercised its 750,000 common share purchase warrants for $1.50 per warrant. 

On September 28, 2016, CannaRoyalty issued 250,000 CannaRoyalty Shares in connection with a non-
brokered financing at a price of $2.00 per share for aggregate proceeds of $500,000.

On October 4, 2016, in connection with the RTO, CannaRoyalty completed a brokered offering of 
2,502,000 subscription receipts (the “Subscription Receipts”) at a price of $2.00 per Subscription 
Receipt for total gross proceeds of $5,004,000 through a syndicate of agents co-led by Clarus Securities 
Inc. and Sprott Private Wealth LP (together, the “Co-Lead Agents”), and including Bloom Burton & Co. 
and KES 7 Capital Inc (collectively with the Co-Lead Agents, the “Agents”). The proceeds from this 
subscription receipt offering (less 50% of the fees and expenses payable to the Agents) were released 
and were automatically converted into CannaRoyalty Shares. In connection with this financing, the 
Agents were issued 175,140 warrants (equal to 7% of the number of Subscription Receipts sold pursuant 
to the offering), exercisable to acquire one CannaRoyalty Share at a price of $2.00 for a period of 24 
months from the closing date of the financing (the “Broker Warrants”).

On October 19, 2016, CannaRoyalty issued and sold a secured convertible debenture to Aphria for 
$1,500,000. The debenture matures on October 19, 2019 and is secured by the assets of CannaRoyalty, 
and bears interest at 5% per annum payable annually. It is convertible by Aphria, in whole or in part, into 
CannaRoyalty Shares at a conversion rate of $2.00 per share at any time prior to maturity. CannaRoyalty
also has the option to redeem the principal and accrued interest at any time prior to maturity.

On December 5, 2016, CannaRoyalty completed a non-brokered private placement of 120,000 
CannaRoyalty Shares for gross proceeds of $90,000 in satisfaction of a condition to the RTO.

On January 19, 2017, CannaRoyalty entered into an agreement, with a  syndicate of underwriters, led by 
Canaccord Genuity Corp. (the “Underwriters”), pursuant to which the Underwriters agreed to purchase, 
on a bought deal basis pursuant to a short form prospectus, an aggregate of units (the “CR Units”) at a 
price of $3.00 per CR Unit for aggregate gross proceeds to CannaRoyalty of $15,000,000. Each Unit will 
be comprised of one CannaRoyalty Share and half of one CannaRoyalty Share purchase warrant (each 
whole common share purchase warrant, a “Warrant”). Each Warrant will be exercisable to acquire one 
common share (a “Warrant Share”) for a period of two years following the closing date of the offering, at 
an exercise price of $4.50 per Warrant Share. The Warrants will be subject to a 21-day forced exercise 
provision if CannaRoyalty’s daily volume weighted average share price is greater than $6.00 for 15 
consecutive trading days following the closing date. The Units will be offered by way of a short form 
prospectus to be filed in all provinces of Canada, except Quebec. CannaRoyalty intends to use the capital 
raised from this financing for acquisitions, continued funding of the development of its existing holdings, 
general corporate and working capital purposes. In connection with this financing, it is contemplated that 
the Underwriters will be issued warrants, exercisable to acquire, within two years of the closing date, in 
the aggregate, such number of Units as is equal to 6% of the number of Units sold under the offering, at 
an exercise price of $3.00.

DESCRIPTION OF THE BUSINESS

General

CannaRoyalty is a fully integrated, active investor and participant in the legal cannabis sector. 
CananRoyalty has two streams of reportable segments, (i) industry verticals for operation, and (ii) 
geographies for assets. CannaRoyalty operates in four main verticals within the cannabis sector 
consisting of research, brands, intellectual property, and devices. Within these verticals, the Company 
generates revenue from royalties, licenses, and infrastructure assets that support these main industry 
verticals. CannaRoyalty's geographies for assets include Canada and the United States.
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Business Objectives and Operations

Prior to the RTO, CannaRoyalty had no active business operations aside from seeking business 
opportunities. Upon effecting the RTO, CannaRoyalty continued operating the business of CRHC.

(i) Organization

CannaRoyalty is a fully integrated, active participant in the legal cannabis sector, with a focus on building 
a platform of assets in 4 key verticals: research, brands, intellectual property and devices. CannaRoyalty
contributes strategic expertise and functional knowledge to maximize the return potential of its diversified 
platform of assets.

(ii) Business Objectives

CannaRoyalty’s long-term objective is to build one of the cannabis industry’s first multinational, value-
added, end-to-end solution providers encompassing research, brands and devices covering the key high 
value segments of the legal cannabis market. CannaRoyalty focuses on building its platform of assets via 
royalty agreements and minority equity stakes in licensed operations in legal cannabis jurisdictions. 
Further, CannaRoyalty seeks to actively assist and drive the commercialization of its assets (referred to 
as “Business Units”) by contributing strategic capital and functional expertise to maximize the return 
potential of its diversified platform of assets.

CannaRoyalty’s short-term objective is to create a sustainable business in the key U.S. states of 
California, Washington, Arizona, and Oregon by integrating its Business Units to create synergies and a 
true end-to-end solution geared to the needs of patients and consumers. In that regard, CannaRoyalty’s 
business plan is targeted at the growth of its Business Units and expanding their reach to end-users and 
partners. CannaRoyalty will contribute by providing, among other things, capital, strategy, brand 
development, investing expertise, accounting, and administrative support. Although each Business Unit is 
primarily responsible for developing its business, CannaRoyalty is available to provide functional 
expertise, oversight, and a framework of disciplined planning to the operations of the Business Units 
when needed.

CannaRoyalty has positioned itself for longer-term commercial expansion by expanding its resources on 
finding and closing on promising brands and innovative companies, projects, assets and overall business 
frameworks in the legal cannabis sector in key jurisdictions. 

CannaRoyalty plans to expand its reach by building new joint partnerships with both vertical market 
partners and end-user product companies. See “Strategic Partnerships” below.

To achieve its long-term objectives, CannaRoyalty will continue making specific and deliberate 
investments, including acquisitions, to:

 increase the diversity and quality of CannaRoyalty’s product offerings across different market 
segments; and

 increase the strength and segmentation of CannaRoyalty’s multiple brands.

In addition, management believes that a significant opportunity exists today and will develop further in the 
future, to leverage CannaRoyalty’s expertise, financial strength and business model in legal marijuana 
markets around the world. CannaRoyalty intends to pursue opportunities in a number of jurisdictions 
where cannabis is legally allowed presently, or where the government is actively moving towards such a 
legal framework. Subject to regulatory requirements and approval, strategic business opportunities 
pursued by CannaRoyalty could include:

 providing advisory services to third-parties that are interested in establishing licensed cannabis 
cultivation, processing and sales operations;
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 entering into strategic relationships that create value by sharing their expertise and industry 
knowledge;

 providing capital in the form of debt, royalties, or equity to new business units; and

 entering into licensing agreements to generate revenue, create strategic partnerships, or other 
business purposes.

CannaRoyalty began generating nominal revenues from its Business Units in August 2016, and is 
projected to increase its revenue over the next 12 months from an increasing number of royalty 
agreements and business units coming on-line, from an increase in the amount of royalties and revenues 
generated by those business units and through the recent developments to legalize marijuana in key U.S. 
jurisdictions. Although CannaRoyalty continues to expect to make investments into cannabis assets 
structured as royalties or other investments, the changes the company expects to the business over this 
period will largely be a result of changing legislation as well as the Company’s ability to access capital in 
order to execute an increasing number of new opportunities. See “General Development of the Business -
Three-Year and Significant Acquisitions – Corporate” above for details on the new license agreements 
and business units coming on line.   

(iii) Strategic Partnerships

Aphria 

Aphria is a Canadian company listed on the TSX Venture Exchange and a strategic partner for 
CannaRoyalty. Aphria is located in Leamington, Ontario and is a Health Canada approved licensed 
producer of high quality 100% greenhouse grown medical cannabis products. Aphria produces and sells 
its products (currently dried bud and oil) through two primary channels: retail and wholesale. Retail sales 
are exclusively direct to consumer, a model that is mandated by Health Canada under the ACMPR. 
Through this model, customers place orders online or by telephone and the product is shipped directly to 
their address. Aphria’s wholesale business involves selling bulk product to other licensed producers. 
Aphria is also committed to supporting cannabis R&D through various means including strategic 
partnerships and the development of in house capabilities. In short, Aphria is committed to providing 
pharma-grade medical cannabis and superior patient care, while balancing patient economics and returns 
to shareholders.

On August 24, 2016 Aphria exercised its 750,000 warrants, priced at $1.50 each, to acquire an additional 
750,000 common shares of CannaRoyalty, in advance of the RTO. This increased Aphria’s total 
ownership interest in CannaRoyalty to 8.3%, prior to the RTO. CannaRoyalty and Aphria intend to provide 
each other with expertise and industry knowledge with respect to intellectual property, delivery systems, 
extraction, and processing technologies.

On September 16, 2016 Aphria announced that it signed a supply agreement with Bodhi, a Business Unit 
of CannaRoyalty, to supply its Rideau Gold cannabis oil for a medical study being conducted by Bodhi on 
the impact of medical cannabis (primarily CBD) in the management of concussion and post-concussive 
syndrome. This supply agreement is expected to last two years, during which time, Bodhi’s study is slated 
to include over 1,000 patients. The Bodhi group has been advised by several world class experts 
including Professor Emeritus Lester Grinspoon from Harvard Medical School.

Alternative Medical Enterprises

Alternative Medical Enterprises is a Florida-based company bringing pharmaceutical industry precision to 
the development, production and dispensing of medical cannabis. Alternative Medical Enterprises’s 
mission is to produce safe, reliable and effective cannabis-based therapies, grounded in scientific clinical 
and genetic research to ensure pharmaceutical level quality and consistency.

Inspired by a first-hand connection with patient and caretaker communities and driven by the opportunity 
to make a difference, Alternative Medical Enterprises is committed to delivering better alternative 
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medicines to help patients and their families achieve wellness. Alternative Medical Enterprises and its 
subsidiaries are working to build the core elements of a significant national presence in the US cannabis 
market.  

Alternative Medical Enterprises’s operations in Arizona currently produce medical grade cannabis to 
serve approximately 1,500 patients a month. Its yield is soon expected to increase with the completion of 
the expansion of its state-of-the-art growing and manufacturing facility and in-house laboratory. On the 
product side, Alternative Medical Enterprises affiliate MüV recently launched a line of Distillate Vape Pens 
along with a topical line that includes industrial hemp-derived (CBD-only) sports gel, body butter and 
hydrating lotion.   

Zenabis

CannaRoyalty has entered into a letter of intent with Zenabis where, among other things, the parties have 
expressed their intention to complete a share purchase, a share exchange and other commercial 
arrangements.

Zenabis is a biopharmaceutical company focused on research, development and long-term growth in 
medical cannabis production. Zenabis was created by International Herbs (BC) Ltd. (“IHL”), a Canadian 
herb grower and importer, and is operated by International Herbs Medical Marijuana Ltd. (“IHMML”).

In New Brunswick, Zenabis is establishing a state-of-the-art, licensed facility for the production and 
distribution of pharmaceutical-grade medical marijuana. The facility, under construction in Atholville, 
received $4 million in financial assistance from the provincial government in August, 2016. 

Zenabis is currently at the Pre- License Inspection stage under the ACMPR. Once the $14 million 
construction phase is complete in 2017, the facility is expected to be the largest indoor medical marijuana 
facility in Canada, at 396,000 square feet, located on a twenty acre site. 

With strong credentials in start-ups, the pharmaceutical industry as well as in distribution and horticulture, 
Zenabis aims to deliver high-quality products at a competitive price to improve health. Founded on 
strategic partnerships, the Zenabis team brings experience in research and development, 
pharmaceuticals, complex cultivation techniques, sustainable practices and design, marketing, 
distribution and facility management.
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Assets: Devices  

See “General Development of the Business - Three-Year and Significant Acquisitions – Corporate” for further description of asset investment.

(i)

Asset Name, Class and Acquisition Date Description of Asset

Resolve Digital Health (Breeze)

IP – Devices

Q3 2016

An integrated digital health platform for symptom relief. Resolve’s ‘Breeze’ product is a patent-pending dosage 
control smart inhaler. The Breeze product has been created with proprietary tracking and analytics software. 
Modular, pre-measured, hygienically packed individual dose of very high pharmaceutical grade cannabis with 
no need to handle or measure product.  

Resolve’s so-called “Smart Pods” are measured for users’ specific symptoms, custom formulated by cannabis 
experts, are geared to specific ailments, including relief, anti-inflammatory, control, sleep, calm, energy and 
appetite. Each pod has disposable filter tips, which are flavoured or plain, are environmentally friendly, and 
have magnetic closures. The Breeze product has also been created with a cooling system to ensure that 
vapour is at a cool temperature. The Resolve Digital Dosing & Tracking System keeps track of doses, dose 
effectiveness, symptoms, medicine, reporting, lifestyle, retail, supply chain management, and support. 

Dreamcatcher Labs Inc.

IP – Devices

Q3 2016

Rock Vapor supplies e-cigarettes and vaporizers for the tobacco market while Dreamcatcher is an industrial 
filling and packaging system. The firm has designed and manufactures a proprietary cartridge for the cannabis 
sector.  

The unique cartridge provides an array of strains that can be delivered through its cool and sleek cartridge and 
is safe and secure. 

The product ensures that users have an ability to access a vast array of extracts and oil and can enjoy different 
types of strains and experiences.  
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(ii) Assets: Brands

Asset Name, Class and     Acquisition 
Date    

Description of Asset

Lucy’s Pre-Rolls

IP – Brands

Q2 2016

Lucy’s Pre-Rolls are produced through an innovative process that creates all-natural uniform and perfectly 
packaged joints made only from 100% cannabis flowers. Lucy’s Pre-Rolls have been independently lab-tested 
for safety. Wagner Dimas has also entered into co-packing agreements and developed other branded 
products.

GreenRock Botanical

IP – Brands

Q3 2016

A unique marijuana cartridge and battery unit have made GreenRock Botanical’s E-Vaporizer an industry 
favourite. These E-Vaporizers are manufactured and produced by Dreamcatcher. This product is easy-to-use, 
requires no charging of batteries, no changing of cartridges, causes no smoke or smell and creates no fuss. 

This product is being distributed in California. “White label” agreements are also in place in California and 
Arizona.

GreenRock Botanical’s E-Vaporizer has experienced an average 23.1% monthly growth in transactions from 
June 2015 through to May 2016.

TRU Extracts

IP – Brands

Not yet completed

TRU Extracts is a wholly owned brand of CannaRoyalty, which produces all concentrates.
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Asset Name, Class and     Acquisition 
Date    

Description of Asset

Stokes Confections

IP – Brands

Q2 2016

Award-winning low dose THC infused edibles. This firm’s products include tablets and truffles. The company is 
a Limited Liability Company in California.

Stokes confections are targeted to launch in Washington market.

DermaLeaf Skin Care

IP – Brands

Q3 2016

Achelois, which along with CannaRoyalty developed DermaLeaf Skin Care, is a company in the State of 
California that develops and manufactures cannabis infused skin lotions with fibroblast technology for healing 
and pain relief. DermaLeaf targets deep skin repair, burns, scar repair, wrinkle reduction and tattoo 
enhancement.

Freya Intimacy Oil

IP – Brands

Developed Internally

All natural sensual enhancement oil designed for women. Freya Intimacy Oil uses the complex powers of 
cannabis to promote relaxation and increase blood flow to create a potent therapeutic aphrodisiac. 

Best Buds Best Buds is an all-natural, physician-developed pet product intended to enhance health and wellness and 
provide  a safe alternative for joint and chronic pain and anxiety in dogs. The Best Buds formulation features



19

Asset Name, Class and     Acquisition 
Date    

Description of Asset

IP – Brands

Developed internally

non-toxic, hemp-derived cannabidiol (CBD), the non-psychoactive chemical responsible for many of cannabis’s 
health-related and medicinal properties in humans. Two different Best Buds formulations have been developed; 
the first product specializes in joint pain, and a second product provides a calming treat for anxious dogs.

These treats combat tooth decay, bad breath, promote general intestinal health, reduce inflammation, increase 
joint mobility, increase energy, and reduce anxiety.

Soul Sugar Kitchen

IP – Brands

Developed internally

Soul Sugar Kitchen, a  Cannabis Cup winning edibles and confections producer, markets gourmet quality 
cannabis edibles, carefully developed and manufactured by a multiple-award winning cannabis chef. Initial 
product categories include homemade peanut butter cups, hand-formed chocolate truffles, and premium snack 
mixes in a variety of flavours. 

Soul Sugar Kitchen uses only cannabis distillate and quality ingredients which, when combined with expert 
formulations, produce little or no cannabis taste.

(iii) Assets: Research

Asset Name, Class and     Acquisition 
Date    

Description of Asset

Bodhi Research

IP – Research

Q2 2015

Bodhi Research is an Ontario corporation that is conducting research trials for exploring the use of cannabis in 
the treatment of concussions and post–concussive syndrome. 

The collaboration involves some of the world’s foremost experts in concussions and pain management, 
including Dr. Neilank Jha (Neurosurgeon and Founder of Konkussion – the largest network of concussion 
clinics in North America).



20

(iv) Assets: Supporting Assets

Asset Name, Class and     Acquisition 
Date    

Description of Asset

BAS Research

California

Q3 2016

BAS is a fully licensed and compliant lab and manufacturing and processing facility located in Berkeley, CA. 
which carries out research and genetics work.  It consists of PhDs and chemists who have undertaken R&D 
work regarding advanced tissue culture and genetics. The research work and studies are to determine ailment-
specific strains as well as extraction and post-processing. The firm can tailor products to clients’ specific needs.

In addition to its investment, CannaRoyalty has secured a supplier relationship that includes buying processed 
cannabis oil at preferred rates, and tailoring the product for its  specific requirements.

Eureka Management Services

California

Q1/Q2 2016

Eureka Management Services operates the Magnolia Wellness Dispensary in Oakland, CA and has a fully 
integrated license relating to cultivation, extraction and a dispensary. Magnolia has 27,000 registered patients 
and has a revenue forecast of $7 million for 2016.  Expansion plans include a fully licensed kitchen facility for 
the production of edibles, concentrates and confections.

In addition to the investment, CannaRoyalty has secured a preferred supplier agreement that includes shelf 
space for brand testing and access to the kitchen facility.

Three Leaf Logistics

California

Q1 2016

Three Leaf Holdings Corporation is a logistics and fulfillment company focused exclusively on the cannabis 
sector. This firm ensures the highest levels of security clearance and boasts proprietary tracking and fulfillment 
capabilities.

Three Leaf is a sister company of JP Logistics, which is a global logistics company with operations in North 
America, Europe and Asia, and whose clients include Amazon, Costco and the Home Shopping Network. 
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Asset Name, Class and     Acquisition 
Date    

Description of Asset

CannaCraft Inc.

California

Q3 2016

CannaCraft provides cannabis soft gels that are ideal for long-acting relief and precise dosing, they are 
available in 8 and 24 unit packages. CannaCraft  also offers sublingual sprays that offer  fast relief and precise 
dosing; they are  available in 5ml and 15ml bottles. CannaRoyalty and CannaCraft have license agreements in 
WA and Canada.

ABX has unique disposable vape cartridges containing oil from a cleanly extracted proprietary supercritical 
CO2 method. ABX also has a precise dosing and long-acting relief product – i.e., the ABX Soft Gels.  This 
product includes organic coconut oil to improve absorption. Available in 10mg, 25mg and 50mg doses of THC. 

CannaCraft and ABX have license agreements in WA and Canada relating to vaporizers, vape cartridges & soft 
gel type products.  

The asset relating to the joint venture is a mobile, industrial filling machine, with plans to commence operations 
in Q1 2017 in California out of licensed facilities throughout the State. Planning is underway to add operations 
in Washington and Oregon in Q1 2017.



Asset Name, Class and     Acquisition 
Date    

AltoTerra Capital Partners Ltd.

Washington

Q1 2016

Cascadia, a subsidiary of AltoTerra, is incorporated in the 
entity focused on owning and leasing facilities that offer full turnkey, equipped
have a valid license to cultivate and/or extract cannabis in the state of Washington. Spec
provides facility design, assistance with licensing, consulting, and distribution in exchange for a gross rent that 
is priced at a premium due to the value
real estate holdings include the American Nutraceutical building (9,000 sq. ft.), which it owns, and the Aroma 
Essential Oil Extractions building (18,000 sq ft.), which it leases and which is currently undergoing an 
expansion to a total of over 40,000 sq. ft of 

Rich Extracts LLC

Oregon

Q3 2016

TRU Extracts produces a Clear Oil product line, including concentrates, distillates and shatter. This firm 
currently distributes its products in Oregon and is considering expansion into 
variety of proprietary extraction processes to produce premium cannabis concentrate and cannabis distillate 
products.
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Description of Asset

Cascadia, a subsidiary of AltoTerra, is incorporated in the state of Washington and is a real estate holdings 
entity focused on owning and leasing facilities that offer full turnkey, equipped-to-rent solutions to tenants that 
have a valid license to cultivate and/or extract cannabis in the state of Washington. Spec
provides facility design, assistance with licensing, consulting, and distribution in exchange for a gross rent that 
is priced at a premium due to the value-add and turnkey nature of its offering to its tenant-clients. The two main 

state holdings include the American Nutraceutical building (9,000 sq. ft.), which it owns, and the Aroma 
Essential Oil Extractions building (18,000 sq ft.), which it leases and which is currently undergoing an 
expansion to a total of over 40,000 sq. ft of rentable facility space.

TRU Extracts produces a Clear Oil product line, including concentrates, distillates and shatter. This firm 
currently distributes its products in Oregon and is considering expansion into California. The corporation uses a 
variety of proprietary extraction processes to produce premium cannabis concentrate and cannabis distillate 

state of Washington and is a real estate holdings 
rent solutions to tenants that 

have a valid license to cultivate and/or extract cannabis in the state of Washington. Specifically, Cascadia 
provides facility design, assistance with licensing, consulting, and distribution in exchange for a gross rent that 

clients. The two main 
state holdings include the American Nutraceutical building (9,000 sq. ft.), which it owns, and the Aroma 

Essential Oil Extractions building (18,000 sq ft.), which it leases and which is currently undergoing an 

TRU Extracts produces a Clear Oil product line, including concentrates, distillates and shatter. This firm 
California. The corporation uses a 

variety of proprietary extraction processes to produce premium cannabis concentrate and cannabis distillate 
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Specialized Skills and Knowledge

As a leader in its field, CannaRoyalty believes that commercial success will be driven by financial 
acumen, creative innovation, and a steadfast commitment to excellence in all aspects of the Company’s 
operations. CannaRoyalty’s management team has special skills and industry knowledge to help its 
clients navigate license approvals and to shape new investment opportunities in the cannabis market. 
The CannaRoyalty team includes a diverse group of people who individually posses unique skills in 
management, consulting, branding, and political activism, as well as cultivation and extraction. 

Dr. James Young and Dr. Joerg Bohlmann are highly specialized professionals in the cannabis industry 
who bring tremendous value to CannaRoyalty and its clients. Dr. Young has over 30 years experience in 
the fields of molecular genetics, microbiology, immunology and pharmaceutical development and was the 
recipient of the Albert B. Sabin Humanitarian Award in 2005. 

Dr. Bohlmann was listed on the Thomson Reuters List of highly cited researchers and world’s most 
influential scientific minds. Dr. Bohlmann is a professor and distinguished university scholar at the 
University of British Columbia’s Michael Smith Laboratories, and works to advance plant biochemistry, 
plant genetics, and chemical ecology. One focus of Dr. Bohlmann’s expertise is plant terpenoids. 
Terpenoids are a vast class of plant-produced chemicals vital to many industries including cannabis. 
Dr. Bohlmann recently began researching terpenes in cannabis – an area of crucial significance to 
cannabis extract production and the development of synergistic cannabis medications. Dr. Bohlmann 
plays an advisory and consultative role with CannaRoyalty.

The CannaRoyalty team also includes Mr. Stephen Schroeder, a cannabis cultivation and extraction 
specialist who has consulted with researchers and businesses worldwide and is uniquely skilled in 
evaluating cannabis crops and products for potential CannaRoyalty investment. Mr. Schroeder launched 
his first legal medical marijuana project in 2001, growing specialized strains for patients in Canada. 

The Company’s cannabis chef, Mr. Marcus Lentz is the founder of Soul Sugar Kitchen, an award-winning 
edibles maker with production kitchens in California. Mr. Lentz’s edibles have won 8 High Times 
Cannabis Cup awards and he is one of only 25 cannabis entrepreneurs to win the High Times Business 
Achievement Award.

The CannaRoyalty team is equipped with financial market expertise, clear strategic visions and strong 
science guidance, backed by real-world cannabis know how. Ms. Debby Goldsberry is a cannabis policy 
reform activist and business leader of CannaRoyalty. Ms. Goldsberry co-founded the Berkley Patients 
Group (BPG) in 1999 – today, the procurement, product safety, patient relations, and management 
processes Ms. Goldsberry initiated at BPG are standard dispensary practice, nation-wide. As a pivotal 
figure in cannabis policy reform, Ms. Goldsberry was honoured with the High Times Freedom Fighter of 
the Year award in 2011.

Competitive Conditions

Usage of Cannabis

Marijuana is a preparation of the leaves and flowering tops of cannabis sativa, the hemp plant, which 
contains a number of pharmacologically active principles (cannabinoids). Hashish, also derived from the 
hemp plant, is obtained from the clear resin secreted by the flowering tops of the plant and is four to eight 
times as potent as marijuana. Both drugs are used for their euphoric properties and are considerably 
more potent when smoked and inhaled than when simply eaten. Hash is made from the cannabis plant 
has been around for centuries, and there are plenty of processes in which hash can be made. The main 
goal of the extraction process is to isolate the trichome heads, which house the essential oils of cannabis, 
from the stalks and plant matter that carry little-to-no medicinal value.
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Medical cannabis refers to the use of cannabis and its constituent cannabinoids, such as 
tetrahydrocannabinol (THC) and cannabidiol (CBD), as medical therapy to treat disease or alleviate 
symptoms. The cannabis plant has a history of medicinal use dating back thousands of years across 
many cultures.

Smoking cannabis is the most traditional form of ingestion and consists of smoking the dried flowers or 
leaves of the cannabis plant. Hash and kief are also ingested this way. Cannabis can be smoked through 
a pipe, rolled into a joint (or cigarette), or smoked using a water pipe (bong). Vaporizing involves using a 
vaporizer, which is a device that is able to extract the therapeutic ingredients in the cannabis plant 
material, called cannabinoids, at a much lower temperature than required for burning. This allows user to 
inhale the active ingredients as a vapor instead of smoke, and spares them the irritating and harmful 
effects of smoking. Many medical marijuana patients find that vaporizing offers an improved medical 
effectiveness, compared to smoking.

Topical cannabis encompasses herbal medicines that are applied directly to the skin or muscles. They 
include lotions, salves, balms, sprays, oils, and creams. Some patients report they are effective for skin 
conditions like psoriasis, joint diseases like rheumatoid arthritis, migraines, restless leg syndrome, some 
spasms, and everyday muscle stress and soreness. However, unlike smoking, vaporizing or eating the 
medical cannabis, topical products are generally non-psychoactive.

Shift in Extraction Processes

The push towards regulating both medical and recreational cannabis markets has sparked demand for a 
shift from raw cannabis to extracted cannabis concentrates for a variety of reasons. The extraction 
process kills bacteria, mold, and fungi present in the vegetable material it is extracted from, which can 
make it a safer medical use product. The main compounds being extracted are cannabinoids and 
terpenes, which provide the aroma, flavour and effect of the final product. The extraction process 
removes the glands (trichomes) from the vegetable matter of the leaf, leaving a concentrated wad, goo, 
hash or powder of pure active medicinal compound, which offers a larger dose of medicinal ingredient for 
patients who require it. Given that concentrates ideally have no plant matter left, the extraction process 
also produces flavours that are cleaner and more pleasant, for both medical and recreational users. 

Increased demand for cannabis extracts has grown alongside higher demand for the compound CBD. 
CBD is a non-psychoactive ingredient in cannabis that has shown great potential for medical treatment of 
a variety of health conditions, including epilepsy. Due to the fact that CBD is non-psychoactive, CBD 
extracts attract a large market of patients who are averse to using medical marijuana because of its 
psychoactive properties, but want to take advantage of its therapeutic properties. Further, even for those 
who are not averse to the psychoactive effects, an excessive amount of cannabis consumption is 
required to obtain a significant CBD dose.

As research continues to provide insights into the medical efficacy of CBD, the popularity of CBD extracts 
continues to grow. Concentrated CBD extractions allow patients to consume a medically adequate dose 
of CBD, with less unwanted side effects. This will significantly aid in the objective of improving medical 
research and utility for patients who require the use of CBD in treating various health issues. 

Cannabis concentrates have consequently dominated total sales in many legal markets, for both medical 
and recreational use. Cannabis concentrates are used to make edibles, topical ointments, capsules and 
other packaged products that require a more professional extraction. Concentrates are also sold for direct 
consumption in small containers, which can be nearly odourless when sealed.

Concentrates purchased for direct consumption are named for the different consistencies created by the 
extraction. These waxes, oils, budders, and shatters are formulated for use in vaporizers, which range in 
size from large at-home units to small pen-sized devices that are used discreetly. Vaporizers work similar 
to an electronic cigarette by heating the material to a temperature hot enough to convert it into an 
inhalable vapour, which has minimal odour and dissipates immediately in the air, unlike smoke. 
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Increasing popularity and innovation of concentrates has created an increased demand for safe, 
professional, and effective extraction of cannabis concentrates. 

Hydrocarbon Solvent Extraction 

The medicinal compounds in cannabis flowers are hydrophobic. Accordingly, one of the most efficient 
extraction methods is using hydrocarbon solvents such as butane, propane, and hexane to separate the 
trichomes from the leaf. Hydrocarbon extracts are most commonly produced using butane and are 
referred to as butane hash oil (BHO). The basic process to produce BHO is to strip the glands from the 
leaves, followed by evaporating the solvent from the glands. This finished product is often further refined 
into other applications.

Hydrocarbon solvent extraction is commonly used in food and cosmetic production. Products created 
using this method include decaffeinated coffee, fragrances, essential oils, and food extracts such as 
vanilla. Pharmaceutical grade hydrocarbon solvents have low toxicity, and the FDA allows a residual 
solvent level of 5000 parts per million (PPM) on industrial goods produced using this method. Cannabis 
products created in legal market can contain between zero and 300 ppm of residual solvent.

The main danger of extraction involves the solvent itself. Hydrocarbon solvents are volatile compounds 
that are heavier than air and although they cannot be seen, they can pool on the floor of a space that is 
not properly ventilated. In such a setting, even a small spark could cause, and has caused, dangerous 
explosions. Accordingly, an effort towards clean, safe, organized, and consistent extraction methods is 
essential. Lack of regulation poses a significant risk, because despite the safety risks of extraction, the 
business opportunity is lucrative and the barriers to market entry are low. In addition to production risks, 
unregulated extractors have used products and processes not intended for consumable use goods, 
providing additional risks for the end-user. Industry stakeholders and professional legal extractors insist 
that extraction should be regulated to minimize lack of safety procedures, other risks, and general stigma 
associated with non-legal extraction.

Extraction regulation could also reduce some of the financial challenges associated with extraction 
businesses. Specifically, lack of regulation requires these businesses to run on a cash-only basis, 
presenting a challenge with keeping the business solvent and adaptable. Professional extractors use 
expensive machinery, lab testing, and safety measures. For example, proper extraction requires the use 
of expensive closed-loop systems, to ensure that the hydrocarbon solvent is not allowed to enter open air. 
Regulation could help achieve cost consistencies and efficiencies, while also avoiding the challenges 
associated with operating on a cash-only basis. Proper regulation aimed at creating a more resourceful 
market in the recreational space may help foster innovation and promote public safety, while also 
decreasing the supply and demand for non-regulated cannabis. 

In California, the United State’s largest cannabis market, extraction is currently unregulated. In December 
2015, a state appellate court ruled cannabis extracts are covered under the state’s vague medical 
marijuana law, Prop 215, which was passed by voters in 1996. However, in the absence of formal 
regulation in the production of legal extracts, industry stakeholders are working to create standards and 
regulations for production. For example, California Extraction Research and Science Association 
(“CERSA”), will certify products that meet CERSA standards to create a safer and more transparent 
marketplace for business owners and patients.

1

If medical and adult use legalization continues to foster the development, research, and innovation of 
legal cannabis products and brands, the supply and demand of cannabis extracts is expected to grow. 
Today’s legal concentrate producers must maintain a delicate balance to meet demand safely, within 
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regulation, and operating entirely with cash. Legality and regulation will continue to be a state-by-state 
patchwork until the issue is taken up nationally.

Trends

United States

In the United States, twenty-eight states and Washington D.C. have legalized medical marijuana, while 
eight states and Washington, D.C. have legalized recreational marijuana. Although cannabis currently 
remains a Schedule I drug under federal law, the U.S. Department of Justice issued a memorandum (the 
“Cole Memorandum”) on August 29, 2013 to the U.S. Attorneys’ offices (federal prosecutors) directing 
that individuals and businesses that rigorously comply with state regulatory provisions in states that have 
strictly-regulated legalized medical or recreational cannabis programs should not be a prosecutorial 
priority for violations of federal law. This federal policy was reinforced by passage of a 2015 federal 
budget bill (passed in 2014) that prohibits the use of federal funds to interfere in the implementation of 
state medical marijuana laws. This bill targets Department of Justice funding, which encompasses the 
Drug Enforcement Agency. This bill shows the development of bi-partisan support in the U.S. Congress 
for legalizing the use of cannabis. It is anticipated that the federal government will eventually repeal the 
federal prohibition on cannabis and thereby leave the states to decide for themselves whether to permit 
regulated cannabis cultivation and sale, just as states are free today to decide policies governing the 
distribution of alcohol or tobacco.

Under U.S. federal law it may potentially be a violation of federal money laundering statutes for financial 
institutions to take any proceeds from marijuana sales or any other Schedule I substance. Canadian 
banks are also hesitant to deal with cannabis companies, due to the uncertain legal and regulatory 
framework of the industry. Banks and other financial institutions could be prosecuted and possibly 
convicted of money laundering for providing services to cannabis businesses. Under U.S. federal law, 
banks or other financial institutions that provide a cannabis business with a checking account, debit or 
credit card, small business loan, or any other service could be found guilty of money laundering or 
conspiracy. Despite these laws, the U.S. Treasury Department issued a memorandum in February of 
2014 outlining the pathways for financial institutions to bank marijuana businesses in compliance with 
federal law. Under these guidelines, financial institutions must submit a “suspicious activity report” (SAR) 
as required by federal money laundering laws. These marijuana related SARs are divided into three 
categories: marijuana limited, marijuana priority, and marijuana terminated, based on the financial 
institution’s belief that the marijuana business follows state law, is operating out of compliance with state 
law, or where the banking relationship has been terminated. In the U.S., a bill has been tabled in 
Congress to grant banks and other financial institutions immunity from federal criminal prosecution for 
servicing marijuana-related businesses if the underlying marijuana business follows state law. This bill 
has not been passed and there can be no assurance with that it will be passed in its current form or at all. 
In both Canada and the United States, transactions involving banks and other financial institutions are 
both difficult and unpredictable under the current legal and regulatory landscape. Legislative changes to 
help reduce these challenges would eliminate these challenges for companies in the cannabis space, and 
would improve the efficiency of both significant and minor financial transactions.

Political and regulatory risks also exist due to the recent election of Donald Trump to the U.S. presidency, 
and his nomination of Sen. Jeff Sessions to the post of Attorney General. Mr. Trump’s positions 
regarding marijuana are difficult to discern; however, Sen. Sessions has been a consistent opponent of 
marijuana legalization efforts throughout his political career. It remains unclear what stance the 
Department of Justice under the new administration might take toward legalization efforts in U.S. states, 
but federal enforcement of the Controlled Substances Act and other applicable laws is possible.

Despite the legal, regulatory, and political obstacles the marijuana industry currently faces, the industry 
has continued to grow.
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State-Level Overview

The following sections present an overview of market and regulatory conditions for the marijuana industry 
in U.S. states in which CannaRoyalty has a substantial operating presence and is presented as of 
December 2016, unless otherwise indicated.

State Type of 
Regulated 
Cannabis 
Program

Population 
(2015)

Number of 
Patients (as of)

Number of Total 
Cannabis 

Licenses (as of)

Arizona medical 6,758,300 99,895 (May 
2016)

99 (January 2016)

California medical and future 
adult-use

38,714,725 N/A N/A

Colorado medical and adult-
use

5,442,681 102,914 (October 
2016)

2892 (November 
2016)

Florida low-THC medical 
and future medical

19,789,625 N/A 6 (November 
2016)

Puerto Rico medical 3,474,182 N/A N/A

Oregon medical and adult-
use

4,013,800 68,201 (October 
2016)

796 (November 
2016)

Washington medical and adult-
use

7,061,410 N/A 1682 (November 
2016)
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Arizona Summary

Arizona has a medical marijuana program and voted on, but failed to pass, an adult-use marijuana ballot 
measure on November 8

th
, 2016. In 2010, Arizona voters approved the “Arizona Medical Marijuana Act” 

(Proposition 203) (“AMMA”). The law created a regulated system for a limited number of non-profit 
medical marijuana dispensaries and permits, but does not require, these dispensary businesses to be 
vertically integrated. Dispensaries may cultivate medical marijuana and produce manufactured marijuana 
products without obtaining a new license if they receive the required inspections and registrations. On 
April 11, 2012, the Arizona Department of Health Services (“ADHS”), which oversees the medical 
marijuana program, announced revised rules and set the application dates for medical marijuana 
dispensaries. On November 15, 2012, the first dispensary certificate was awarded and by the end of 2012 
a small number medical marijuana dispensaries started to open. The ADHS as issued 99 dispensary 
registration certificates as of January 16, 2016. 

Arizona limits the total number of non-profit medical marijuana dispensary registration certificates to no 
more than one for every Community Health Analysis Area (“CHAA”) with a maximum of 126 total 
dispensary registrations. The application for a dispensary registration certificate is not competitive; 
however, if more than one application is received per CHAA, applications will be evaluated based on 
specific criteria. Applications are accepted on a limited basis based on geographic need and CHAAs 
without a current dispensary. Residency is not required to own or operate a medical marijuana dispensary 
in Arizona. The medical marijuana law includes a wide range of qualifying conditions that include chronic 
pain and nausea, resulting in greater patient access and a larger potential market. In 2015, Arizona 
medical marijuana businesses sold 38,411 pounds of medical marijuana to patients in the state. 

California Summary 

California has an existing medical marijuana law and voted to approve the “Adult Use of Marijuana Act” 
(“AUMA”) to tax and regulate for all adults 21 years of age and older on November 8, 2016. California 
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was the first state to pass medical marijuana in 1996, allowing for a not-for-profit patient/caregiver 
system,

2
but there was no state licensing authority to oversee businesses that emerged. In September of 

2015, the California legislature passed three bills collectively known as the “Medical Cannabis Regulation 
and Safety Act” (“MCRSA”).

3
The MCRSA establishes a licensing and regulatory framework for medical 

marijuana businesses in California. The system has multiple license types for dispensaries, infused 
products manufacturers, cultivation facilities, testing laboratories, transportation companies, and 
distributors. Edible infused product manufacturers will require either volatile solvent or non-volatile solvent 
manufacturing licenses depending on their specific extraction methodology. Multiple agencies will 
oversee different aspects of the program and businesses will require a state license and local approval to 
operate. California will begin licensing medical marijuana businesses at the state level under MCRSA in 
2018. Until that time, political movement and medical marijuana business licensing will predominately
occur at the local level. 

There are no residency requirements for the current not-for-profit system under the MCRSA. However, 
the adult-use law, AUMA, requires the persons controlling licensed businesses to be residents of 
California before January 1, 2015. Existing medical marijuana collectives acting in compliance with local 
zoning ordinances and other state and local requirements on or before January 1, 2018 may continue 
their operations until licensed under MCRSA. An applicant under the MCRSA must obtain local approval 
and a state license. The state license approval process is not competitive, and localities are accepting 
licenses based on timelines within their individual ordinances. Localities may prohibit medical marijuana 
business or limit the number of licenses offered in their jurisdiction. The Department of Food and 
Agriculture, Bureau of Marijuana Regulation, and Department of Public Health are still developing 
statewide rules for the Medical Marijuana Regulation and Safety Act. Since AUMA was successfully 
passed by voter initiative, it appears probable that several bills in the 2017 California legislative session 
will be introduced to conform the MCRSA and AUMA regulatory structures. At the same time, cities and 
counties across the state will begin adopting local licensing and regulations around both medical and 
adult-use cannabis. 

Colorado Summary 

Colorado has both medical and adult-use marijuana programs. Voters initially passed a medical 
marijuana patient/caregiver initiative in 2000. Colorado then became the first state in the country to pass 
for-profit cannabis business legislation through the statehouse in 2010. Voters subsequently passed 
adult-use marijuana legalization in 2012, and the first adult-use marijuana businesses opened on January 
1, 2014. The successful and competitive nature of Colorado’s medical marijuana market, and eventual 
adult-use marketplace, can be traced back to the relatively expansive set of qualifying medical conditions 
and an open application process without a limit on the number of statewide business licenses. Local 
jurisdictions may limit or prohibit medical and adult-use marijuana businesses within their jurisdiction. 

Vertical integration between cultivation and dispensing is required for medical marijuana but not for adult-
use marijuana businesses. Colorado has a non-competitive rolling application process at the state-level 
with no limit on the number of statewide licenses, although local governments may limit or ban adult-use 
or medical marijuana businesses. In 2015, Colorado’s licensed marijuana businesses are estimated to 
have sold just under $1 billion in medical and adult-use marijuana and marijuana products. During the 
summer of 2016, Colorado changed its ownership and investment requirements to permit individuals 
without Colorado residency to hold an equity stake in a marijuana businesses starting in 2017.

                                                

2 A “patient/caregiver” system refers to the type of non-commercial medical marijuana laws that were passed from 1996 to 2008. 
These laws permitted qualified patients to cultivate their own medical marijuana or designate a caregiver to cultivate on their 
behalf.  

3 The original law was subsequently changed so that the word “cannabis” replaced “marijuana” in all aspects of the law. As such, 
MMRSA became MCRSA.  
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Florida Summary 

Florida currently has a limited low-THC medical marijuana program, which was signed into law on June 
16, 2014, and passed on November 8, 2016, by voter initiative with over 71% of the electorate voting in 
favour, a medical marijuana law that will expand both the range of conditions and types of medical 
marijuana and medical marijuana products available to patients. Florida’s existing limited medical 
marijuana law included only cancer, medical conditions that result in chronic seizures or severe muscle 
spasms, or a terminal condition that causes significant functional impairment with a diagnosis of less than 
one year of life. In addition, the limited medical law only permitted low-THC marijuana be sold in non-
smokable forms.

4
  Under the existing law “Low-THC cannabis” means a cannabis plant with dried flowers 

containing 0.8% or less of tetrahydrocannabinol (“THC”) and more than 10% of CBD. Florida ended its 
competitive application process on July 8, 2015 and currently has six low-THC cannabis dispensing 
organizations throughout the state. The limited number of qualifying conditions, available types of medical 
cannabis, and number of dispensing locations has resulted in a relatively small number of patients 
registering with the existing low-THC cannabis program.

Florida’s new and more expansive medical marijuana program will increase the number of qualifying 
conditions to include: epilepsy, glaucoma, positive status for human immunodeficiency virus (HIV), 
acquired immune deficiency syndrome (AIDS), posttraumatic stress disorder (PTSD), amyotrophic lateral 
sclerosis (ALS), Crohn's disease, Parkinson's disease, multiple sclerosis, and other debilitating medical 
conditions “of the same kind or class as or comparable to those enumerated, and for which a physician 
believes that the medical use of marijuana would likely outweigh the potential health risks for a patient.” In 
addition, medical cannabis will no longer be restricted to just those forms with less than 0.8% THC. At this 
time, it is unclear whether or not symptoms such as chronic pain and severe nausea will be included as 
qualifying conditions or whether additional dispensary licenses will be issued. Regulations for the new 
program must be finalized within six months of June 2017.

Puerto Rico Summary

In May of 2015 the Governor Alejandro Garcia Padilla of Puerto Rico signed an executive order legalizing 
medical cannabis. The Puerto Rico Health Department (“PRHD”) was tasked with developing regulations 
for the production, manufacturing, and sales of medical cannabis and medical cannabis products. In 
January of 2016, the PRHD published their initial set of regulations governing the medical program. 
Puerto Rico permits the use of medical cannabis pills, creams, patches, tinctures, and whole plant 
cannabis for vaporization only. Smoking medical cannabis is prohibited in Puerto Rico. The program has 
a wide range of qualifying conditions including chronic pain, severe nausea, and migraines as well as 
cancer, HIV, AIDs, Crohn’s disease and other conditions often included in state medical marijuana 
programs. Puerto Rico has strict residency requirements for medical cannabis business ownership that 
stipulate the business entity must be held at least 51% by Puerto Rican residents. The medical marijuana 
program does not require cultivation and dispensing operations to be vertically integrated, but also does 
not prohibit a single entity from holding a cultivation, manufacturing, and dispensing license. 

Oregon Summary 

Oregon has both medical and adult-use marijuana programs. Oregon voters passed a limited non-
commercial patient/caregiver medical marijuana law in 1998, and, in 2013, the legislature passed House 
Bill 3460 to create a regulatory structure for existing unlicensed medical marijuana businesses. However, 
the original regulations created by the Oregon Health Authority (“OHA”) after the passage of House Bill 
3460 were minimal and only regulated storefront dispensaries, leaving cultivators and infused-product 
manufacturers within the unregulated patient/caregiver system. 

                                                

4 Florida passed HB 307 in March of 2016 which permits medical cannabis with higher levels of THC to be provided to patients 
with terminal illnesses only. 
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On June 30, 2015, Gov. Kate Brown signed House Bill 3400 into law, which improved on the existing 
regulatory structure for medical marijuana businesses and created a licensing process for cultivators and 
processors. Vertical integration is permissible, but not required. The law does not impose a limit on the 
number of licenses and applications are currently accepted on a rolling basis. Local prohibitions, zoning 
laws, and setback requirements between medical marijuana dispensaries and other sensitive uses has 
limited the available space for new medical establishments. Laws passed during the 2016 legislative 
session removed the Oregon residency requirement for medical marijuana business ownership that 
existed within House Bill 3400. Currently, 379 medical dispensaries are registered in Oregon, and the 
qualifying conditions list to receive medical marijuana treatment is robust and includes conditions such as 
severe pain and severe nausea. 

In November of 2014, Oregon voters passed Measure 91, "Control, Regulation, and Taxation of 
Marijuana and Industrial Hemp Act," creating a regulatory system for individuals 21 years of age and 
older to purchase marijuana for personal use from licensed retail marijuana stores. The Oregon Liquor 
Control Commission (“OLCC”) licenses and regulates adult-use marijuana businesses and is currently 
accepting applications. In addition, the OHA released regulations authorizing medical marijuana 
dispensaries to sell small amounts of marijuana, concentrates and edibles to all adults 21 years of age 
and older until December 31, 2016. Medical marijuana dispensaries selling products to adult-use 
consumers are required to collect a tax of 25% on all adult-use marijuana products sold at a medical 
dispensary. As of November 2016, 338 of the state’s 379 medical marijuana dispensaries have registered 
to sell marijuana to adult-use consumers. 

Washington Summary 

Washington State has both medical and adult-use marijuana programs. Washington State passed a 
medical marijuana patient/caregiver law by popular vote in 1998 but was unable to regulate medical
marijuana businesses that developed in the late 2000’s. When Initiative 502 legalized marijuana for adults 
21 years of age and older in 2012, it licensed adult-use marijuana businesses within the Washington 
State Liquor and Cannabis Board (“WSLCB”) and left the unregulated medical marijuana establishments 
in a precarious situation. Governor Jay Inslee signed, Senate Bill 5052 in 2015, which allows existing 
adult-use retail marijuana stores to apply for a “medical marijuana endorsement” and sell medical 
marijuana tax free to registered qualifying patients and their designated caregivers. To accommodate for 
patient demand and the elimination of unregulated medical marijuana storefronts, Washington re-opened 
its application process for new adult-use marijuana retail stores. Priority is given to those who were 
operating or employed by a marijuana collective before January 1, 2013 in compliance with all other state 
and local restrictions. 

Unlike many other states, Washington prohibits vertical integration between retailers and cultivators. 
There are four primary business types: producers that cultivate marijuana, processors that create infused 
products, retailers that sell marijuana to consumers, and testing labs that test cannabis for contaminants. 
Only producers and processors may be vertically integrated. In the past year, rules passed by the 
WSLCB removed the six-month residency requirement for applicants and investors in Washington’s 
marijuana establishments. As of November 9, 2016, Washington state has issued 453 retail marijuana 
licenses. The state is currently not accepting new applications for growers, producers or processors. 

Canada

On August 24, 2016, the Access to Cannabis for Medical Purposes Regulations (“ACMPR”) was 
introduced to allow for reasonable access to cannabis for medical purposes for Canadians who have 
been authorized to use cannabis by their health care practitioner. The ACMPR will replace the Marijuana 
for Medical Purposes Regulations (“MMPR”), introduced in June 2013, reflecting the federal government’s 
evolving view on medical marijuana policy.  MMPR and the Marijuana Medical Access Regulations 
(“MMAR”) are both legislative schemes that were important early steps in the Canadian government’s 
legislative path towards legalizing and regulating medical marijuana. 
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Despite MMAR being repealed on March 31, 2014, and MMPR ceasing to be in effect on August 24, 
2016; the marijuana medical research and patient treatment industries have grown rapidly. The 
introduction of ACMPR further regulates the production and distribution of medical cannabis, 
demonstrating Health Canada’s commitment to improving the regulatory landscape surrounding medical 
marijuana use, in addition to ensuring that production occurs under secure and regulated commercial 
production facilities. Under the ACMPR, Canadians who have been authorized by their health care 
practitioner will continue to have the option of purchasing safe, quality-controlled cannabis from one of the 
34 producers licensed by Health Canada. Canadians will also be able to produce a limited amount of 
cannabis for their own medical purposes, or designate someone to produce it for them.

On April 20, 2016, the Canadian Government announced its intention to introduce, by the spring of 
calendar 2017, legislation to legalize the recreational use of cannabis in Canada. This position is 
promising given that legalization at a federal level will open the door to investment, innovation, and more 
opportunities. It will also relax restrictive tax policies and allow banks to deal with the marijuana industry 
more similarly to other industries. 

Health Canada estimates that close to 70,000 patients in Canada used doctor prescribed medical 
marijuana in 2015, establishing a market worth in excess of $100 million. By 2024, Health Canada 
estimates that the number of patients using medical marijuana will grow to 450,000, creating a market 
worth an estimated $1.3 billion. 

Assessing the Markets/Business

CannaRoyalty’s Business Units operate is in a large, fragmented marketplace. There are certain large 
cannabis growers as well as a large segment of small and local cannabis product firms who provide a 
variety of different products offerings. In the U.S. public markets, the majority of the cannabis-related 
businesses are traded on the OTC. Nasdaq-listed firms include GW Pharmaceuticals (GWPH), Insys 
Therapeutics (INSY), Cara Therapeutics (CARA) and Zynerba Pharmaceuticals (ZYNE). Of the 20+ 
Canadian marijuana listed firms, most are focused on growing cannabis products. 

Competitive Conditions and Environment

With specialized expertise in each of its three-segment areas, CannaRoyalty is well positioned to 
participate in the rapid evolution of the cannabis industry through its growing platform of assets in the 
newest therapies, devices, research, and highest quality branded products that help patients and other 
consumers. CannaRoyalty is also heavily diversified in its various industry assets, providing it with the 
adaptability required to thrive in this dynamic and fast-changing industry. 

Within the short period of legal adult use, these increasing cannabis sales and further steps toward 
industry regulation and legalization have prompted a push toward increasingly bigger waves of 
investment and innovation in the cannabis industry. There is also a strong opportunity for products, 
brands, research, and related services that will complement the cannabis market. CannaRoyalty seeks to 
leverage its operational expertise, industry knowledge, and diverse assets to capitalize on the so-called 
“green-rush” in a regulated marijuana industry. CannaRoyalty intends to grow its existing Business Units 
by providing assistance, expertise, and guidance, while continuing to seek out and close on innovative 
industry investment opportunities. Medical marijuana opportunities are becoming increasingly available as 
new jurisdictions move towards establishing new or improved medical marijuana systems. As Canada has 
developed an enviable regulatory model, companies acting within that framework have expertise, 
knowledge and potentially product to share with the global community.

Despite the fast growing market for legalized cannabis in both Canada and the U.S., there remains a 
significant lack of traditional sources of bank lending or venture and private equity capital, as well as an 
absence of traditional management expertise and advisory services. This is primarily because of the 
regulatory and legal challenges that cannabis continues to pose in both Canada and the United States. In 
addition to the problems posed by scarcity of capital, many holders of cannabis licenses lack traditional 
business experience and skills and desire value-added capital that can add to the skill and experience of 
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their management team. CannaRoyalty is looking to fill this market gap by providing both capital and 
operational expertise to help grow its Business Units and other market opportunities.

At the core of CannaRoyalty’s competitive advantage are its capital markets, brand development and 
project selection skills, as well as functional expertise and knowledge in the key areas of genetics, 
cultivation, extraction and post-processing.

Intangible Properties:

CannaRoyalty has an equity interest in the following: 

 Resolve Digital Health (Breeze);

 Dreamcatcher Labs Inc.;

 GreenRock Botanical; and

 DermaLeaf Skin Care.

CannaRoyalty wholly owns the following brands,

 Freya Intimacy Oil; 

 Soul Sugar Kitchen; 

 True Extracts; and

 Best Buds.

CannaRoyalty has an agreement to license the following brands,

 Lucy’s Pre-Rolls; and

 Stokes Confections.

Changes to Contracts

The Company is currently negotiating an alternative structure (i.e., a royalty structure) for the transaction 
with Rich Extracts as opposed to the joint venture arrangement currently in place. See “General 
Development of the Business – Three-Year History and Significant Acquisitions – Corporate”.

Employees

At March 31, 2016 and March 31, 2015, CannaRoyalty had no full-time employees. CannaRoyalty has 
established service contracts for key executive, management, functional expertise and other support 
personnel.

Foreign Operations

CannaRoyalty’s Business Units are predominantly located in the U.S. rendering the Company heavily 
reliant on its U.S. operations. See “Risk Factors” and “Trends – United States”.

Lending

CannaRoyalty invests flexibly, assembling its platform of holdings by way of royalty agreements, equity 
interests, personal guarantees and secured convertible debt where possible, in various businesses in 
Canada and the United States. The Company offers licensed cannabis companies the upfront capital 
required to begin operations, as well as secured loans to help them purchase additional equipment, lease 
retail space, or to expand their business, in exchange for a royalty on their revenues. From time to time, 
the Company may enter into transactions to acquire assets which may be financed wholly or partially with 
convertible debt. The Company may provide an investment in the form of a secured convertible debt 
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where a royalty interest is not available and where taking a direct equity stake may not initially be 
advisable given existing cannabis regulations and/or tax consequences.  

Bankruptcy and Similar Proceedings

There have been no bankruptcy, receivership or similar proceedings against CannaRoyalty or any of its 
subsidiaries, or any voluntary bankruptcy, receivership or similar proceedings by CannaRoyalty or any of 
its subsidiaries, within the three most recently completed financial years or during or proposed for the 
current financial year.

Reorganizations

On June 30, 2016, CannaRoyalty (formerly Bonanza) entered into a Definitive Agreement, which provided
for the reverse takeover of Bonanza by CRHC by way of a “three-cornered” amalgamation under the 
provisions of the CBCA, pursuant to which CRHC and AcquisitionCo, a wholly owned subsidiary of 
Bonanza, would amalgamate to form an entity that would continue operating the business of CRHC as a 
wholly-owned subsidiary of Bonanza.

In connection with the RTO, Bonanza agreed to cause the completion of certain transactions:

(a) the assignment of the outstanding related party debt of Bonanza in the aggregate amount 
of $61,930 by the creditors thereunder for normal consideration to parties designated by 
CRHC;

(b) the sale for normal consideration by certain significant shareholders of Bonanza of such 
number of Bonanza Shares for purchase by parties designated by CRHC (the 
“Introduced Parties”) that results in the Introduced Parties holding up to a maximum of 
1,000,000 Bonanza Shares; and

(c) a private placement of 120,000 common shares of Bonanza for gross proceeds of 
$90,000.

On December 2, 2016, the CannaRoyalty Shares received conditional approval for listing on the CSE. On 
December 5, 2016, the Company filed articles of amendment to change its name to “CannaRoyalty Corp.” 
and consolidate its issued and outstanding shares on the basis of five to one. Also on December 6, 2016, 
the RTO closed under the provisions of the CBCA, pursuant to which CRHC and AcquisitionCo
amalgamated. The existing shareholders of CRHC became shareholders of CannaRoyalty, and the 
amalgamated entity continued as a subsidiary of CannaRoyalty. 

In connection with the RTO, on October 4, 2016 CRHC completed a private placement of 2,502,000 
Subscription Receipts, each entitling the holder to one common share of CannaRoyalty following and 
assuming the completion of the RTO, at $2.00 per Subscription Receipt for aggregate gross proceeds of 
$5.004 million to be held in escrow pending completion of the Escrow Release Conditions, pursuant to an 
agency agreement dated October 4, 2016 with the Agents. On December 5, 2016, all of the Escrow 
Release Conditions were satisfied, the Subscription Receipts were exchanged for common shares of 
CannaRoyalty on a 1 to 1 basis and the Escrowed Funds were released to CannaRoyalty. In connection 
with this financing, the Agents also received the Broker Warrants as compensation.

RISK FACTORS 

The following are certain risk factors relating to the business carried on by the Company that prospective 
holders of CannaRoyalty Shares should carefully consider.

Regulatory Risks

The activities of CannaRoyalty’s Business Units are, and will continue to be, subject to evolving regulation 
by governmental authorities. The Business Units are directly or indirectly engaged in the medical and 
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recreational cannabis industry in Canada and the United States where local state law permits such 
activities. The legality of the production, extraction, distribution and use of cannabis differs among North 
American jurisdictions, and there re is a growing movement in the United States supporting the 
legalization of cannabis for medical, as well as non-medical purposes.  

CannaRoyalty’s investments have been focused in states that have legalized the recreational use of 
cannabis. Currently, the states of Washington, Oregon, Colorado and Alaska, and the District of 
Columbia, have legalized recreational use of cannabis. Almost half of the U.S. states have enacted 
legislation to legalize and regulate the sale and use of medical cannabis without limits on THC, while 
other states have legalized and regulate the sale and use of medical cannabis with strict limits on the 
levels of THC. However, the US federal government has not enacted similar legislation and the 
cultivation, sale and use of cannabis remains illegal under federal law pursuant to the U.S. Controlled 
Substance Act of 1970. While the US federal government has stated its present intention not to enforce 
federal laws relating to cannabis where the conduct at issue is legal under applicable state law, there can 
be no assurance that it will not enforce such laws in the future. This risk is further compounded due to the 
recent election of Donald Trump to the U.S. presidency, and his nomination of Sen. Jeff Sessions to the 
post of Attorney General. Mr. Trump’s positions regarding marijuana are difficult to discern; however, 
Sen. Sessions has been a consistent opponent of marijuana legalization efforts throughout his political 
career. It remains unclear what stance the new administration’s Department of Justice might take toward 
legalization efforts in U.S. states. The federal government of the United States has specifically reserved 
the right to enforce federal law in regards to the sale and disbursement of medical or adult-use use 
marijuana even if state law sanctioned such sale and disbursement. 

Further, there can be no assurance that state laws legalizing and regulating the sale and use of cannabis 
will not be repealed or overturned, or that local governmental authorities will not limit the applicability of 
state laws within their respective jurisdictions. It is also important to note that local and city ordinances 
may strictly limit and/or restrict the distribution of cannabis in a manner that will make it extremely difficult 
or impossible to transact business in the cannabis industry. If the federal government begins to enforce 
federal laws relating to cannabis in states where the sale and use of cannabis is currently legal, or if 
existing state laws are repealed or curtailed, the Company’s investments in such businesses would be 
materially and adversely affected notwithstanding the fact that the Company is not directly engaged in the 
sale or distribution of cannabis. Federal actions against any individual or entity engaged in the marijuana 
industry or a substantial repeal of marijuana related legislation could adversely affect the Company, its 
business and its investments.

CannaRoyalty’s funding of the activities of Business Units involved in the medical and recreational 
cannabis industry through loans, royalties or other forms of investment, may be illegal under the 
applicable federal laws of the United States and other applicable law. There can be no assurances the 
federal government of the United States or other jurisdictions will not seek to enforce the applicable laws 
against the Company. The consequences of such enforcement would be materially adverse to the 
Company and the Company’s business and could result in the forfeiture or seizure of all or substantially 
all of the Company’s assets.

Change in Laws, Regulations and Guidelines

The Business Units current and proposed operations are subject to a variety of laws, regulations and 
guidelines relating to the manufacture, management, transportation, storage and disposal of cannabis, 
but also including laws and regulations relating to consumable products health and safety, the conduct of 
operations and the protection of the environment. These laws and regulations are broad in scope and 
subject to evolving interpretations, which could require the Company to incur substantial costs associated 
with compliance or alter certain aspects of our business plan. In addition, violations of these laws, or 
allegations of such violations, could disrupt certain aspects of the Company’s business plan and result in 
a material adverse effect on certain aspects of its planned operations. 
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Unfavourable Publicity or Consumer Perception

The legal cannabis industry in the United States and Canada is at an early stage of its development. 
Cannabis has been, and will continue to be, a controlled substance for the foreseeable future. Consumer 
perceptions regarding legality, morality, consumption, safety, efficacy and quality of cannabis are mixed 
and evolving. Consumer perception 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 scientific research, findings, regulatory 
proceedings, litigation, media attention or other research findings or publicity will be favourable to the 
cannabis market or any particular product, or consistent with earlier publicity. Future research reports, 
findings, regulatory proceedings, litigation, media attention or other publicity that are perceived as less 
favourable than, or that question, earlier research reports, findings or publicity could have a material 
adverse effect on the demand for cannabis and on the business, results of operations, financial condition 
and cash flows of the Company. Further, adverse publicity reports or other media attention regarding 
cannabis in general, or associating the consumption of cannabis with illness or other negative effects or 
events, could have such a material adverse effect.

Public opinion and support for medical and recreational cannabis use has traditionally been inconsistent 
and varies from jurisdiction to jurisdiction. While public opinion and support appears to be rising for 
legalizing medical and recreational cannabis, it remains a controversial issue subject to differing opinions 
surrounding the level of legalization (for example, medical marijuana as opposed to legalization in 
general).

CannaRoyalty’s ability to gain and increase market acceptance of its products may requires it, and/or its 
Business Units, to establish and maintain its brand name and reputation. In order to do so, substantial 
expenditures on product development, strategic relationships and marketing initiatives may be required. 
There can be no assurance that these initiatives will be successful and their failure may have an adverse 
effect on the Company.

Limited Operating History

CannaRoyalty and its Business Units have varying and limited operating histories, which can make it 
difficult for investors to evaluate the Company’s operations and prospects and may increase the risks 
associated with investment into the Company. 

Neither Bonanza nor CannaRoyalty has generated significant profits of revenues in the periods covered 
by their respective financial statements included herein, and, as a result, have only a very limited 
operating history upon which its business and future prospects may be evaluated. Although the Company
expects to generate nominal revenues from its investments during the three months ended December 31, 
2016, many of the investments will only start generating revenues in future periods and accordingly, the 
Company is therefore expected to remain subject to many of the risks common to early-stage enterprises 
for the foreseeable future, including challenges related to laws, regulations, licensing, integrating and 
retaining qualified employees; making effective use of limited resources; achieving market acceptance of 
existing and future solutions; competing against companies with greater financial and technical resources; 
acquiring and retaining customers; and developing new solutions.

Competition

There is potential that the Company will face intense competition from other companies, some of which 
can be expected to have longer operating histories and more financial resources and experience than the 
Company. Currently, the cannabis industry generally is comprised of individuals and small to medium-
sized entities, however, the risk remains that large conglomerates and companies who also recognize the 
potential for financial success through investment in this industry could strategically purchase or assume 
control of larger dispensaries and cultivation facilities. In doing so, these larger competitors could 
establish price setting and cost controls which would effectively “price out” many of the individuals and 
small to medium-sized entities who currently make up the bulk of the participants in the varied businesses 
operating within and in support of the medical and adult-use marijuana industry. While the trend in most 
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state laws and regulations seemingly deters this type of takeover, this industry remains quite nascent, so 
what the landscape will be in the future remains largely unknown, which in itself is a risk.

Because of the early stage of the industry in which the Company will operate, the Company expects to 
face additional competition from new entrants. To become and remain competitive, the Company will 
require research and development, marketing, sales and support. CannaRoyalty may not have sufficient 
resources to maintain research and development, marketing, sales and support efforts on a competitive 
basis which could materially and adversely affect the business, financial condition and results of 
operations of the Company.

Banking

Since the production and possession of cannabis is illegal under US federal law, there is a strong 
argument that banks cannot accept for deposit funds from businesses involved with the marijuana 
industry. Consequently, businesses involved in the marijuana industry often have difficulty finding a bank 
willing to accept their business. The inability to open bank accounts with certain institutions may make it 
difficult to operate the Company’s business.

Additional Financing

CannaRoyalty may require equity and/or debt financing to undertake capital expenditures or to undertake 
acquisitions or other business combination transactions. There can be no assurance that additional 
financing will be available to the Company when needed or on terms that are commercially viable. 
CannaRoyalty’s inability to raise financing to fund capital expenditures or acquisitions could limit its 
growth and may have a material adverse effect upon future profitability.

If additional funds are raised through further issuances of equity or convertible debt securities, existing 
shareholders could suffer significant dilution. Any debt financing secured in the future could involve 
restrictive covenants relating to capital raising activities and other financial and operational matters, which 
may make it more difficult for the Company to obtain additional capital and to pursue business 
opportunities, including potential acquisitions.

Currency Fluctuations

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

Risks Associated with Acquisitions

As part of the Company’s overall business strategy, the Company intends to pursue select strategic 
acquisitions, which would provide additional product offerings, vertical integrations, additional industry 
expertise, and a stronger industry presence in both existing and new jurisdictions. Future acquisitions 
may expose it to potential risks, including risks associated with: (a) the integration of new operations, 
services and personnel; (b) unforeseen or hidden liabilities; (c) the diversion of resources from the 
Company’s existing business and technology; (d) potential inability to generate sufficient revenue to offset 
new costs; (e) the expenses of acquisitions; or (f) the potential loss of or harm to relationships with both 
employees and existing users resulting from its integration of new businesses. In addition, any proposed 
acquisitions may be subject to regulatory approval.
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Research and Market Development

Although the Company, itself and through its Business Units, is committed to researching and developing 
new markets and products and improving existing products, there can be no assurances that such 
research and market development activities will prove profitable or that the resulting markets and/or 
products, if any, will be commercially viable or successfully produced and marketed.

Due to the early stage of the legal cannabis industry, forecasts regarding the size of the industry and the 
sales of products by the Business Units is inherently subject to significant unreliability. A failure in the 
demand for products to materialize as a result of competition, technological change or other factors could 
have a material adverse effect on the business, results of operations and financial condition of the 
Business Units, and consequently, the Company.

Reliance on Management

The success of the Company is dependent upon the ability, expertise, judgment, discretion and good faith 
of its senior management. While employment agreements or management agreements are customarily 
used as a primary method of retaining the services of key employees, these agreements cannot assure 
the continued services of such employees. Any loss of the services of such individuals could have a 
material adverse effect on the Company’s business, operating results or financial condition.

Operation Permits and Authorizations

The Business Units may not be able to obtain or maintain the necessary licenses, permits, authorizations 
or accreditations, or may only be able to do so at great cost, to operate their respective businesses. In 
addition, the Business Units may not be able to comply fully with the wide variety of laws and regulations 
applicable to the cannabis industry. Failure to comply with or to obtain the necessary licenses, permits, 
authorizations or accreditations could result in restrictions on a Business Unit’s ability to operate in the 
cannabis industry, which could have a material adverse effect on the Company’s business.

Liability, Enforcement Complaints, etc.

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

Product Liability

Certain of the Business Units manufacture, process and/or distribute products designed to be ingested by 
humans, and therefore face an inherent risk of exposure to product liability claims, regulatory action and 
litigation if products are alleged to have caused significant loss or injury. In addition, previously unknown 
adverse reactions resulting from human consumption of cannabis alone or in combination with other 
medications or substances could occur. A product liability claim or regulatory action against a Business 
Unit could result in increased costs, could adversely affect the Company’s reputation, and could have a 
material adverse effect on the results of operations and financial condition of the Company.

Reliance on Key Inputs

The cultivation, extraction and processing of cannabis and derivative products is dependent on a number 
of key inputs and their related costs including raw materials, electricity, water and other local utilities. 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 Business 
Units. Some of these inputs may only be available from a single supplier or a limited group of suppliers. If 
a sole source supplier was to go out of business, the relevant Business Unit might be unable to find a 
replacement for such source in a timely manner or at all. Any inability to secure required supplies and 
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services or to do so on appropriate terms could have a materially adverse impact on the business, 
financial condition and operating results of a Business Unit, and consequently, the Company.

Resale of Shares

Although the CannaRoyalty Shares are listed on the CSE, there can be no assurance that, an active and 
liquid market for the Company Shares will develop or be maintained and an investor may find it difficult to 
resell any securities of the Company. In addition, there can be no assurance that the publicly-traded stock 
price of the Company will be high enough to create a positive return for investors. Further, there can be 
no assurance that the stock of the Company will be sufficiently liquid so as to permit investors to sell their 
position in the Company without adversely affecting the stock price. In such event, the probability of 
resale of the Company’s shares would be diminished. 

Price Volatility of Publicly Traded Securities

In recent years, the securities markets in the United States and Canada have experienced a high level of 
price and volume volatility, and the market prices of securities of many companies have experienced wide 
fluctuations in price which have not necessarily been related to the operating performance, underlying 
asset values or prospects of such companies. There can be no assurance that continuing fluctuations in 
price will not occur. It may be anticipated that any quoted market for the shares of CannaRoyalty will be 
subject to market trends generally, notwithstanding any potential success of CannaRoyalty in creating 
revenues, cash flows or earnings. The value of the Company’s shares will be affected by such volatility. 
An active public market for the Company’s shares might not develop or be sustained. If an active public 
market for the Company’s shares does not develop, the liquidity of a shareholder’s investment may be 
limited and the share price may decline.

CannaRoyalty is dependent upon its existing management, its key research and development personnel 
and its growing extraction personnel, and its business may be severely disrupted if it loses their service.

CannaRoyalty’s future success depends substantially on the continued services of its executive officers, 
its key research and development personnel and its key growth and extraction personnel. If one or more 
of its executive officers or key personnel were unable or unwilling to continue in their present positions, 
the Company might not be able to replace them easily or at all. In addition, if any of its executive officers 
or key employees joins a competitor or forms a competing company, the Company may lose know-how, 
key professionals and staff members. These executive officers and key employees could compete with 
and take customers away.

Management of Growth

CannaRoyalty may experience a period of significant growth in the number of personnel that will place a 
strain upon its management systems and resources. Its future will depend in part on the ability of its 
officers and other key employees to implement and improve financial and management controls, reporting 
systems and procedures on a timely basis and to expand, train, motivate and manage the workforce. 
CannaRoyalty’s current and planned personnel, systems, procedures and controls may be inadequate to 
support its future operations.

Dividends

Neither the Company nor CannaRoyalty has paid dividends in the past, and the Company does not 
anticipate paying any dividends in the foreseeable future. Dividends paid by the Company would be 
subject to tax and, potentially, withholdings.

Intellectual Property

The success of the Company will depend, in part, on the ability of the Business Units to maintain and 
enhance trade secret protection over the various existing and potential proprietary techniques and 
processes of the Business Units. The Business Units may be vulnerable to competitors who develop 
competing technology, whether independently or as a result of acquiring access to the proprietary 
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products and trade secrets of the Business Units. In addition, effective future patent, copyright and trade 
secret protection may be unavailable or limited in certain foreign countries and may be unenforceable 
under the laws of certain jurisdictions. 

Insurance Coverage

CannaRoyalty will require insurance coverage for a number of risks. Although the management of the 
Company believes that the events and amounts of liability covered by its insurance policies will be 
reasonable, taking into account the risks relevant to its business, and the fact that agreements with users 
contain limitations of liability, there can be no assurance that such coverage will be available or sufficient 
to cover claims to which the Company may become subject. If insurance coverage is unavailable or 
insufficient to cover any such claims, the Company’s financial resources, results of operations and 
prospects could be adversely affected.

Costs of Maintaining a Public Listing

As a public company, there are costs associated with legal, accounting and other expenses related to 
regulatory compliance. Securities legislation and the rules and policies of the CSE require listed 
companies to, among other things, adopt corporate governance and related practices, and to 
continuously prepare and disclose material information, all of which add to a company’s legal and 
financial compliance costs. CannaRoyalty may also elect to devote greater resources than it otherwise 
would have as a private company on communication and other activities typically considered important by 
publicly traded companies.

Litigation

CannaRoyalty may become party to litigation from time to time in the ordinary course of business which 
could adversely affect its business. Should any litigation in which the Company becomes involved be 
determined against the Company, such a decision could adversely affect the Company's ability to 
continue operating and the market price for CannaRoyalty Shares and could use significant resources. 
Even if the Company is involved in litigation and wins, litigation can redirect significant resources.

Operational Risks

CannaRoyalty and its Business Units may be affected by a number of operational risks and may not be 
adequately insured for certain risks, including: labour disputes; catastrophic accidents; fires; blockades or 
other acts of social activism; changes in the regulatory environment; impact of non-compliance with laws 
and regulations; natural phenomena, such as inclement weather conditions, floods, earthquakes and 
ground movements. There is no assurance that the foregoing risks and hazards will not result in damage 
to, or destruction of, the Business Units’ properties, grow facilities and extraction facilities, personal injury 
or death, environmental damage, adverse impacts on the Business Units’ operations, costs, monetary 
losses, potential legal liability and adverse governmental action, any of which could have an adverse 
impact on the Company’s future cash flows, earnings and financial condition on the Company. Also, the 
Business Units may be subject to or affected by liability or sustain loss for certain risks and hazards 
against which they may elect not to insure because of the cost. This lack of insurance coverage could 
have an adverse impact on the Company’s future cash flows, earnings, results of operations and financial 
condition.

Difficulty Implementing Business Strategy

The growth and expansion of the Company is heavily dependent upon the successful implementation of 
its business strategy. There can be no assurance that the Company will be successful in the 
implementation of its business strategy.

Conflicts of Interest

Certain of the Company’s directors and officers are, and may continue to be, involved in other business 
ventures through their direct and indirect participation in corporations, partnerships, joint ventures, etc. 
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that may become potential competitors of the technologies, products and services the Company intends 
to provide. Situations may arise in connection with potential acquisitions or opportunities where the other 
interests of these directors and officers conflict with or diverge from the Company’s interests. In 
accordance with applicable corporate law, directors who have a material interest in or who is a party to a 
material contract or a proposed material contract with the Company are required, subject to certain 
exceptions, to disclose that interest and generally abstain from voting on any resolution to approve the 
contract. In addition, the directors and officers are required to act honestly and in good faith with a view to 
the Company’s best interests. However, in conflict of interest situations, the Company’s directors and 
officers may owe the same duty to another company and will need to balance their competing interests 
with their duties to the Company. Circumstances (including with respect to future corporate opportunities) 
may arise that may be resolved in a manner that is unfavourable to the Company.

Available Talent Pool

As the Company grows, it will need to hire additional human resources to continue to develop the 
business. However, experienced talent in the areas of medical marijuana research and development, 
growing marijuana and extraction is difficult to source, and there can be no assurance that the 
appropriate individuals will be available or affordable to the Company. Without adequate personnel and 
expertise, the growth of the Company’s business may suffer.

DIVIDENDS AND DISTRIBUTIONS

CannaRoyalty does not intend, and is not required, to pay any dividends on the CannaRoyalty Shares. 
Any decision to pay dividends will be made on the basis of the Company’s earnings, financial 
requirements and other conditions existing at the time. CannaRoyalty’s ability to pay dividends may be 
affected by U.S. state and federal regulations. See “Risk Factors”.

DESCRIPTION OF CAPITAL STRUCTURE

General

CannaRoyalty is authorized to issue an unlimited number of common shares (the “CannaRoyalty 
Shares”) and 2,000,000 special redeemable, voting, non-participating preference shares (the 
“Preference Shares”). As of the date of this AIF, there are 36,006,956 CannaRoyalty Shares and no 
Preference Shares issued and outstanding. 

The holders of CannaRoyalty Shares are entitled to receive notice of and to attend and vote at all 
meetings of the shareholders of the Company and each CannaRoyalty Share confers the right to one 
vote in person or by proxy at all meetings of the shareholders of the Company. The holders of the 
CannaRoyalty Shares are entitled to receive such dividends in any financial year as the board of directors 
of the Company may by resolution determine. In the event of the liquidation, dissolution or winding-up of 
the Company, whether voluntary or involuntary, subject to prior rights of the holders of the Preference 
Shares, the holders of the CannaRoyalty Shares are entitled to receive the remaining property and assets 
of the Company.

No dividend at any time shall be declared, set aside or paid on the Preference Shares. The Company
may not redeem the Preference Shares or any of them prior to the expiration of five years from the 
respective dates of issuance thereof, without the prior consent of the holders of the Preference Shares to 
be redeemed. No shareholder shall be entitled to sell, assign, transfer, or otherwise dispose of any 
Preference Shares or CannaRoyalty Shares without (a) the previous express consent of the Directors of
the Company expressed by a resolution passed at a meeting of the Board of the Company or consented 
to by an instrument in writing signed by a majority of the Directors; and (b) the prior written consent of the 
OSC.

The number of Preference Shares issuable by the Company at any time shall be limited such that at no 
time shall more than 500,000 Preference Shares be issued and outstanding.
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Prior Sales

In the 12 months preceding the date of this AIF, aside from the items listed below, CannaRoyalty did not 
sell or distribute any securities.

On December 5, 2016, CannaRoyalty completed a non-brokered private placement of 120,000 common 
shares of CannaRoyalty for gross proceeds of $90,000 in satisfaction of a condition to the RTO.

On December 5, 2016, CannaRoyalty issued 82,574 common shares to settle certain related party debt, 
in satisfaction of a condition of the RTO.

On December 5, 2016, CannaRoyalty issued 2,502,000 common shares to former holders of Subscription 
Receipts in satisfaction of a condition of the RTO.

On December 5, 2016, CannaRoyalty issued 31,641,653 common shares to former holders of CRHC 
common shares in connection with the RTO.

On December 9, 2016, CannaRoyalty issued 25,000 common shares to a former director on the exercise 
of 25,000 options, for gross proceeds of $25,000.

On December 13, 2016, CannaRoyalty issued 25,000 common shares to a former director on the 
exercise of 25,000 options, for gross proceeds of $25,000.

On January 17, 2017, CannaRoyalty issued 25,000 common shares to a former director on the exercise 
of 25,000 options, for gross proceeds of $25,000.

MARKET FOR SECURITIES

The CannaRoyalty Shares are listed for trading on the CSE under the trading symbol “CRZ”. The
following table sets forth the price range per share and trading volume for the CannaRoyalty Shares on 
the CSE for the month of December 2016:

Period 
High Trading 
Price 

Low Trading Price Volume (#) 

December 2016 $5.00 $2.50 10,281,761

ESCROWED SECURITIES

As required under the policies of the CSE, principals of CannaRoyalty entered into an escrow agreement 
(the “Escrow Agreement”) as if it was subject to the requirements of NP 46-201. The escrow agent is 
TSX Trust Company. Escrow releases will be scheduled at periods specified in NP 46-201 for emerging 
issuers. 

The form of the Escrow Agreement must be as provided in NP 46-201, subject to the aforementioned 
modifications. The table below includes the details of escrowed securities held by current principals of 
CannaRoyalty.
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Name, Position(s) with 
CannaRoyalty, and 

Municipality of Residence 
of Security Holder

Number of 
Securities Held in 

Escrow
(1)

Percentage of 
Class of Shares –

Undiluted
(2)

Percentage of 
Class of Shares –
Partially Diluted

(3)

Marc Lustig
President, CEO and 
Director
West Vancouver, British 
Columbia

3,371,085
(4)

CannaRoyalty 
Shares

9.07% 9.99%
(5)

1,166,500 
RSUs

James Gregory Wilson
COO
Ottawa, Ontario

300,000
CannaRoyalty 

Shares

0.83% 2.72%

700,000
RSUs

Todd Marcotte
Chief Marketing Officer

1,250,000
(6)

CannaRoyalty 
Shares

3.47% 4.07%

225,000
RSUs

Total:

4,921,055
CannaRoyalty

Shares
13.66%% 16.78%

2,091,500
RSUs

(1) TSX Trust Company acts as depositary.

(2) Based on 36,006,956 CannaRoyalty Share outstanding, on an undiluted basis.

(3) Based on 36,006,956 CannaRoyalty Shares outstanding on a partially-diluted basis, assuming for each individual that all 

RSUs held by such individual have vested and been converted into CannaRoyalty Shares.

(4) This includes 171,335 shares held by Lustig HoldCo, which is more than 50% held by Marc Lustig. 

(5) Mr. Lustig has entered into a conversion blocker with respect to his RSUs, which restricts him from converting any RSUs into 

CannaRoyalty Shares if such conversion would result in Mr. Lustig holding 10% or more of the issued and outstanding 

CannaRoyalty Shares.

(6) This includes 250,000 CannaRoyalty Shares held by Mr. Marcotte’s spouse, Janine Marcotte.
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DIRECTORS AND OFFICERS

The following table sets forth the name of all directors and officers of the Company, their municipalities of 
residence, their current positions with the Company, their principal occupations during the past five years 
and the number and percentage of CannaRoyalty Shares beneficially owned, directly or indirectly, or over 
which control or direction is exercised as at the date of this AIF. Such persons were appointed to the 
positions indicated below immediately following the completion of the RTO.

Name, Municipality of 
Residence

(1)
, Proposed 

Position with the 
Company

Term Principal Occupation or 
Employment

Number
(2)

and 
Percentage of 
CannaRoyalty 
Shares Held

(3)

Marc Lustig
West Vancouver, British 
Columbia
Canada
Director, President and 
Chief Executive Officer

December 5, 2016 to 
Current

Chief Executive Officer of 
CannaRoyalty; Principal at 
KES 7 Capital; Head of 
Capital Markets at Dundee 
Capital Markets.

3,371,085
(4)

9.36%

François Perrault
Ottawa, Ontario
Canada
Chief Financial Officer

December 5, 2016 to 
N/A

Chief Financial Officer of the 
Company; Conseil Francois 
Perrault Consulting Inc.; 
Computer Sciences Canada 
Inc.; Conseil Francois 
Perrault Consulting Inc.

Nil
(5)

Greg Wilson
Ottawa, Ontario
Canada
Director, Chief Operating 
Officer

December 5, 2016 to 
Current

Chief Operating Officer of 
CannaRoyalty; EMT Capital 
Corp.; Chief Executive 
Officer of Vida Cannabis 
Corp.

300,000
(6)

0.83%

Todd Marcotte
Ottawa, Ontario
Canada
Chief Marketing Officer

December 5, 2016 to 
N/A

Chief Marketing Officer of 
CannaRoyalty; Founder and 
Lead Communications 
Strategistof of Electric 
Medialand Inc. since 2001.

1,250,000
(7)

3.47%

Rob Harris
(11)(13)(15)(16)

    
Milton, Ontario
Canada
Director

December 5, 2016 to 
Current

Director of Aralez 
Pharmaceuticals Inc.; 
President, Chief Executive 
Officer of Tribute Pharma 
Canada Inc. and Tribute 
Pharmaceuticals Canada 
Ltd., December 2011 to 
February 2016.

Nil
(8)

Chuck Rifici
(11)(12)(13)(15)

Ottawa, Ontario
Canada
Director

December 5, 2016 to 
Current

Chartered Professional 
Accountant; Director of 
Aurora Cannabis Inc., 
September 2015 to present; 
CEO of Tweed Marijuana 
Inc., March 2014 to August 
2014; President of  Rifici 
Services Inc., April 2010  to 

Nil
(9)
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1. The information as to municipality of residence and principal occupation, not being within the knowledge of CannaRoyalty, 
has been furnished by the respective directors and officers individually.

2. The information as to shares beneficially owned or over which a director or officer exercises control or direction, not being  
within the knowledge of CannaRoyalty, has been furnished by the respective directors and officers individually.

3. Based on an issued and undiluted basis (i.e., 36,006,956 CannaRoyalty Shares).

4. This does not include vested and deferred RSUs or unvested RSUs currently held but this does include 171,335 
CannaRoyalty Shares held by Lustig HoldCo. Additionally, Mr. Lustig owns 1,166,500 RSUs, of which 334,000 have 
vested.

5. Mr. Perrault owns 225,000 RSUs, of which 75,000 have vested.

6. Additionally, Mr. Wilson owns 700,000 RSUs, of which 400,000 have vested.

7. This includes 250,000 CannaRoyalty Shares owned by Mr. Marcotte’s spouse, Janine Marcotte. Additionally, Mr. Marcotte 
owns 225,000 RSUs, of which 75,000 have vested.

8. Mr. Harris owns 100,000 RSUs, of which 33,334 have vested.

9. Mr. Rifici owns 100,000 RSUs, of which 33,334 have vested.

10. Additionally, Dr. Young owns 100,000 RSUs, of which 33,334 have vested.

11. Member of the Audit Committee.

12. Chair of the Audit Committee.

13. Member of Compensation and Governance Committee.

14. Chair of Compensation and Governance Committee.

15. Member of Regulatory Committee.

16. Chair of Regulatory Committee.

17. The term of each director of CannaRoyalty will expire on the date of the next annual meeting of shareholders of the 
Company.

The following are brief biographical descriptions of the management and directors of the Company.

Marc Lustig (age 43): Mr. Lustig holds MSc and MBA degrees from McGill University. He began his 
professional career in the pharmaceutical industry at Merck & Co. In 2000, he started his capital markets 

December 2012; CFO of  
Select Start Studios, June 
2011 to  January 2012; CFO 
of Teksavvy Solutions Inc., 
May 2011 to January 2012.

Dr. Jim Young
(11)(13)(14)(15)

Potomac, Maryland
United States
Director

December 5, 2016 to 
Current

Chairman at Novavax, Inc.; 
Chairman at Targeted 
Microwave Solutions, Inc.; 
Director at 3-V Biosciences, 
Inc.

250,000
(10)

0.69%

TOTAL: 5,171,085

14.28%
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career in institutional equity research in the Life Sciences sector at Orion Securities. For the next 14 
years, Mr. Lustig worked as a top producer at GMP Securities L.P. and as Head of Capital Markets at 
Dundee Capital Markets before becoming Principal at KES 7 Capital. Mr. Lustig founded Cannabis 
Royalties & Holdings Corp. in early 2015.

François Perrault (age 51): Mr. Perrault is a CPA, CA and holds a Bachelor of Commerce (Honours) from 
the University of Ottawa.  He has over twenty five years of experience in finance, management 
consulting, business development, service delivery and operations in a variety of industries in the public 
and private sectors. He was CFO for several subsidiaries and divisions of Computer Sciences 
Corporation (NYSE: CSC) where he spent over twelve years.  Mr. Perrault also held senior positions with 
PwC, ProMetic Life Sciences and MCI Systemhouse.

Greg Wilson (age 53): Mr. Wilson is an entrepreneur and corporate finance strategist with more than 20 
years’ experience advising and structuring capital market financings for start-up and emerging growth 
enterprises. In 2005, Mr. Wilson co-founded Paramount Gold & Silver Corp., a precious metals 
exploration company that was sold to Coeur Mining for over $200 million in late 2014. Mr. Wilson is 
currently CEO of Vida Cannabis Corp. and also sits on the Board of Consumer Choice Awards, a 
Canadian private company.

Todd Marcotte (age 54): Mr. Marcotte is founder and lead communication strategist for one of Ottawa’s 
longest operating advertising and communications companies – Electric Medialand Inc., formally known 
as Edels Marcotte Advertising . His deep grounding in the principles and practice of effective marketing, 
design and communications reflects a three decade long leadership role in the field. He has worked with 
an extensive list of clients in major retail, non-profit and private sector. Mr. Marcotte and his firm have 
been heavily focused in the U.S. and Canada cannabis space since 2013 with numerous new brand 
launches throughout the United States.

Rob Harris (age 61): Mr. Harris has served as a director of Aralez Pharmaceuticals Inc. since February 5, 
2016. He previously served as Founder, President, Chief Executive Officer and a director of Tribute 
Pharmaceuticals Canada Inc. from December 1, 2011 to February 2016 when it was amalgamated with 
POZEN Pharma to form Aralez Pharmaceuticals. Mr. Harris brings to the Board over 35 years of 
pharmaceutical industry experience in both Canada and the United States in sales, marketing, business 
development and general management in both human and animal health markets.

Chuck Rifici (age 42): Mr. Rifici is the co-founder and former CEO of Tweed and currently a director of the 
Liberal Party of Canada. Prior to Tweed, he served as CFO of various technology firms such as Select 
Start Studios (acquired by Shopify), TekSavvy Solutions Inc. and Cybersurf Corp. Mr. Rifici is a chartered 
professional accountant. He obtained his MBA from Queen's University and a B.A.Sc. in Computer 
Engineering from the University of Ottawa.

Dr. Jim Young (age 63): Dr. Young is the Chairman at Novavax, Inc., Chairman at Targeted Microwave 
Solutions, Inc. and sits on the board of directors at 3-V Biosciences, Inc. Dr. Young has over 30 years of 
experience in the fields of molecular genetics, microbiology, immunology and pharmaceutical 
development. Prior to being acquired by Astra Zeneca, Dr. Young was MedImmune’s President of 
Research and Development. Dr. Young received his doctorate in microbiology and immunology from 
Baylor College of Medicine in Houston, Texas, and in 2005 was awarded the Albert B. Sabin 
Humanitarian Award. 

Corporate Cease Trade Orders

To the Company’s knowledge, no director or executive officer of the Company is, as of the date hereof, or 
was within ten years before the date hereof, a director, chief executive officer or chief financial officer of 
any company (including the Company), that:

(a) was subject to a cease trade order, an order similar to a cease trade order, or an order that 
denied the relevant company access to any exemption under securities legislation, that was in 
effect for a period of more than 30 consecutive days that was issued while the director or 



47

executive officer was acting in the capacity as director, chief executive officer or chief financial 
officer; or

(b) was subject to a cease trade order, an order similar to a cease trade order, or an order that 
denied the relevant company access to any exemption under securities legislation, that was in 
effect for a period of more than 30 consecutive days, that was issued after the director or 
executive officer ceased to be a director, chief executive officer or chief financial officer and which 
resulted from an event that occurred while that person was acting in the capacity as director, chief 
executive officer or chief financial officer.

Bankruptcies and Other Proceedings

Other than as set forth below, to the Company’s knowledge, no director or executive officer of the 
Company, or a shareholder holding a sufficient number of securities of the Company to affect materially 
the control of the Company:

(a) is, as of the date hereof, or has been within the ten years before the date hereof, a director or 
executive officer of any company (including the Company) that, while that person was acting in 
that capacity, or within a year of that person ceasing to act in that capacity, became bankrupt, 
made a proposal under any legislation relating to bankruptcy or insolvency or was subject to or 
instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver 
manager or trustee appointed to hold its assets; or

(b) has, within the ten years before the date hereof, become bankrupt, made a proposal under any 
legislation relating to bankruptcy or insolvency, or become subject to or instituted any 
proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or 
trustee appointed to hold the assets of the director, executive officer or shareholder.

Penalties or Sanctions

To the Company’s knowledge, no director or executive officer of the Company, or a shareholder holding a 
sufficient number of securities of the Company to affect materially the control of the Company, has been 
subject to:

(a) any penalties or sanctions imposed by a court relating to securities legislation or by a securities 
regulatory authority or has entered into a settlement agreement with a securities regulatory 
authority; or

(b) any other penalties or sanctions imposed by a court or regulatory body that would likely be 
considered important to a reasonable investor in making an investment decision.

Conflicts of Interest

To the best knowledge of the Company and other than as disclosed herein, there are no known existing 
or potential material conflicts of interest between the Company, or a subsidiary of the Company, and a 
director, officer or promoter of the Company except that certain of the directors, officers and promoters of 
CannaRoyalty serves as directors, officers and promoters of other companies and therefore it is possible 
that a conflict may arise between their duties as a director, officer or promoter of CannaRoyalty and their 
duties as a director, officer and promoter of such other companies. See “Risk Factors”.

The directors, officers and promoters of CannaRoyalty are aware of the existence of laws governing 
accountability of directors and officers for corporate opportunity and requiring disclosure by directors of 
conflicts of interest and CannaRoyalty will rely upon such laws in respect of any directors’ and officers’ 
conflict of interest or in respect of any breaches of duty by any of its directors or officers. All such conflicts 
will be disclosed by such directors or officers in accordance with applicable law and they will govern 
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themselves in respect thereof to the best of their ability in accordance with the obligation imposed upon 
them by law.

PROMOTER

Lustig HoldCo, a corporation wholly-owned and controlled by Marc Lustig, director and CEO of 
CannaRoyalty, may be considered a promoter of the Company, as this entity has taken the initiative in 
reorganizing and financing the Company. Other than disclosed herein, there is nothing of value, including 
money, property, contracts, options or rights of any kind received or to be received by Lustig HoldCo 
directly or indirectly from the Company or from a subsidiary of the Company, nor any assets, services or 
other consideration received or to be received by the Company or a subsidiary of the Company in return. 
Other than as disclosed herein, no asset has been acquired, within the two years before the date of this 
document, or is to be acquired by the Company or any subsidiary of the Company, from Lustig HoldCo.

Lustig HoldCo is not, as at the date hereof, and was not within 10 years before the date hereof, a director, 

chief executive officer, or chief financial officer of any person or issuer that, (i) was subject to any cease 
trade order, order similar to a cease trade order or an order that denied the relevant person or issuer 

access to any exemption under securities legislation, and was in effect for a period of more than 30 

consecutive days, that was issued while Lustig HoldCo was acting in the capacity as director, chief 

executive officer or chief financial officer; or  (ii) was subject to any cease trade order, order similar to a 
cease trade order or an order that denied the relevant person or issuer access to any exemption under 

securities legislation, and was in effect for a period of more than 30 consecutive days, that was issued 

after Lustig HoldCo ceased to be a director, chief executive officer or chief financial officer and which 

resulted from an event that occurred while Lustig HoldCo was acting in the capacity as director, chief 
executive officer or chief financial officer.

Lustig HoldCo is not, as at the date hereof, nor has it been within the 10 years before the date hereof, a 
director or executive officer of any person or company that, while Lustig HoldCo was acting in that 

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

appointed to hold its assets. Nor has Lustig HoldCo, within the 10 years before the date hereof, become 
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or become subject 
to or instituted any proceedings, arrangement or compromise with creditors, or had a receiver, receiver 

manager or trustee appointed to hold the assets of the promoter, state the fact.

Lustig HoldCo has not been subject to any penalties or sanctions imposed by a court relating to provincial 
and territorial securities legislation or by a provincial and territorial securities regulatory authority nor has it 
entered into a settlement agreement with a provincial and territorial securities regulatory authority. Lustig 
HoldCo is also not subject to any other penalties or sanctions imposed by a court or regulatory body that 
would be likely to be considered important to a reasonable investor in making an investment decision.

LEGAL PROCEEDINGS AND REGULATORY ACTIONS

As of the date of this AIF, there are no legal proceedings material, and no contemplated legal 
proceedings known to be material, to the Company or its expected subsidiaries, to which the Company or 
its expected subsidiaries is a party or of which any of the Company or its expected subsidiaries’ 
respective property is the subject matter. 

As of the date of this AIF, none of the Company nor any of its expected subsidiaries has been subject to 
any penalties or sanctions imposed by any court or regulatory authority relating to provincial and territorial 
securities legislation or by a securities regulatory authority, within the three years immediately preceding 
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the date hereof, nor has any party entered into a settlement agreement with a securities regulatory 
authority within the three years immediately preceding the date hereof, or been subject to any other 
penalties or sanctions imposed by a court or regulatory body or self-regulatory authority that are 
necessary to provide full, true and plain disclosure of all material facts relating to the Company’s 
securities or would be likely to be considered important to a reasonable investor making an investment 
decision.

AUDIT COMMITTEE

Audit Committee Charter

The Audit Committee has adopted a written charter setting out its mandate and responsibilities. The Audit 
Committee is responsible for assisting the Board in fulfilling its oversight responsibilities relating to 
financial accounting and reporting processes and internal controls. The Audit Committee’s primary duties 
and responsibilities are to: (i) conduct reviews and discussions with management and the external 
auditors relating to the audit and financial reporting as are deemed appropriate by the Audit Committee; 
(ii) assess the integrity of internal controls and financial reporting procedures of the Company and ensure 
implementation of such controls and procedures; (iii) ensure appropriate standards of corporate conduct 
for senior financial personnel and employees and, if necessary, adopt a corporate code of ethics; (iv) 
review the quarterly and annual Financial Statements and MD&A of the Company’s consolidated financial 
position and operating results and report thereon to the Board for approval; (v) select and monitor the 
independence and performance of the Company’s external auditors and approve their remuneration; (vi) 
provide oversight to related party transactions entered into by the Company; and (vii) provide oversight of 
all disclosure relating to Financial Statements, MD&A and information derived therefrom. The Audit 
Committee is responsible for inquiring of management and the external auditors about significant risks or 
exposures, both internal and external to which the Company may be subject and assessing the steps 
management has taken to minimize such risks. The Audit Committee is also responsible for establishing 
and implementing procedures in respect of complaints and submissions relating to accounting matters 
and the approval of non-audit services by the external auditors. 

The Charter of the Company’s Audit Committee is set forth in Appendix “A” hereto.

Composition of the Audit Committee

The Audit Committee has been constituted to oversee the financial reporting processes of the Company
and is comprised of three independent directors; namely Messrs. Rifici, Harris, and Young. Each member 
of the Audit Committee is financially literate and possesses extensive financial knowledge, experience 
and comprehension of financial statements.

Relevant Education and Experience

Each member of the Audit Committee has experience relevant to his responsibilities as an Audit 
Committee member.

Chuck Rifici 

Mr. Rifici is the co-founder and former CEO of Tweed and currently a director of the Liberal Party of 
Canada. Prior to Tweed, he served as CFO of various technology firms such as Select Start Studios 
(acquired by Shopify), TekSavvy Solutions Inc. and Cybersurf Corp. Mr. Rifici is a chartered professional 
accountant. He obtained his MBA from Queen's University and a B.A.Sc. in Computer Engineering from 
the University of Ottawa.
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Rob Harris

Mr. Harris has served as a director of Aralez Pharmaceuticals Inc. since February 5, 2016. He previously 
served as Founder, President, Chief Executive Officer and a director of Tribute Pharmaceuticals Canada 
Inc. from December 1, 2011 to February 2016 when it was amalgamated with POZEN Pharma to form 
Aralez Pharmaceuticals. Mr. Harris brings to the Board over 35 years of pharmaceutical industry 
experience in both Canada and the United States in sales, marketing, business development and general 
management in both human and animal health markets.

Dr. Jim Young

Dr. Young is the Chairman at Novavax, Inc., Chairman at Targeted Microwave Solutions, Inc. and sits on 
the board of directors at 3-V Biosciences, Inc. Dr. Young has over 30 years of experience in the fields of 
molecular genetics, microbiology, immunology and pharmaceutical development. Prior to being acquired 
by Astra Zeneca, Dr. Young was MedImmune’s President of Research and Development. Dr. Young 
received his doctorate in microbiology and immunology from Baylor College of Medicine in Houston, 
Texas, and in 2005 was awarded the Albert B. Sabin Humanitarian Award.

Reliance on Certain Exemptions

The Company is not relying on any exemptions with respect to National Instrument 52-110 — Audit 
Committees.

Pre-Approval Policies and Procedures

The Audit Committee charter sets out procedures regarding the provision of non-audit services by the 
Company’s independent chartered professional accountants. This policy encourages consideration of 
whether the provision of services other than audit services is compatible with maintaining the auditor’s 
independence and requires Audit Committee pre-approval of permitted non-audit and non-audit-related 
services.

External Auditor Service Fees 

The following table sets forth, by category, the fees for all services rendered by the Company’s external 
auditors, Jackson & Co LLP, for the financial year ended December 31, 2015 and 2016, and for CRHC’s 
external auditors for the financial years ended March 31, 2015, and 2016, prior to the completion of the 
RTO, as set out below (including estimates).

Notes:

(1) Includes fees necessary to perform the annual audit and quarterly reviews of the Company’s financial statements. 
Audit Fees include fees for review of tax provisions and for accounting consultations on matters reflected in the financial 
statements. Audit Fees also include audit or other attest services required by legislation or regulation, such as comfort 
letters, consents, reviews of securities filings and statutory audits.

March 31 2015
($)

March 31 2016
($)

December 31 
2015

(4)

($)

December 31 
2016

($)

Audit Fees
(1)

9,371 27,563 2,000 66,150

Audit Related Fees
(2)

551 2,481 Nil 9,647

Tax Fees
(3)

551 1,103 500 4,410

All Other Fees Nil Nil 1,200 Nil
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(2) Includes services that are traditionally performed by the auditor. These audit-related services include employee benefit 
audits, due diligence assistance, accounting consultations on proposed transactions, internal control reviews and audit or 
attest services not required by legislation or regulation.

(3) Includes fees for all tax services other than those included in “Audit Fees” and “Audit-Related Fees”. This category 
includes fees for tax compliance, tax planning and tax advice. Tax planning and tax advice includes assistance with tax 
audits and appeals, tax advice related to mergers and acquisitions, and requests for rulings or technical advice from tax 
authorities. 

(4) Includes the balances of Bonanza, the predecessor of CannaRoyalty immediately prior to the completion of the RTO.

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Other than services as directors, executive officers and employees of CannaRoyalty or as disclosed 
below, CannaRoyalty has not acquired any assets or been provided any services in any material 
transaction, or in any proposed material transaction, from any director, executive officer, insider or 
promoter of CannaRoyalty, the proposed nominees for election as directors of the Company, the 
proposed executive officers, insiders or promoters of the Company, or their associates and affiliates. 
Other than as disclosed below, no director, executive officer, insider or promoter of CannaRoyalty or any 
associate or affiliate of any such person or company has or had any material interest, direct or indirect, in 
any transaction that has materially affected or will materially affect CannaRoyalty.

On May 14, 2015, CannaRoyalty entered into a loan agreement with a shareholder for $179,880 
(US$150,000) with maturity on June 30, 2015, bearing interest at 10% for the term of the loan. The loan 
was secured by the equity interest in Alternative Medical Enterprises, the royalty interest in NuTrae, and 
equity interest in Desert Grower’s. CannaRoyalty repaid this loan in full.

On March 2, 2015, CannaRoyalty entered into a consulting engagement with Lustig HoldCo, whereby 
Marc Lustig, the principal of Lustig HoldCo, was to provide non-exclusive strategic advisory services to 
CannaRoyalty. On March 5, 2015, the consulting agreement was assigned by Lustig HoldCo to KES 7 
Capital. The fees paid and to be paid through the consulting agreement (not inclusive of tax) include (a) 
$25,000 paid as a signing bonus; (b) $375,000 paid for work and success fees; and (c) $314,832.43 
accrued and to be paid for work and success fees. On November 30, 2016, the parties terminated the 
consulting agreement and Mr. Lustig entered into an employment contract with CannaRoyalty.

On October 27, 2015, CannaRoyalty entered into a convertible loan payable with a shareholder for 
$129,870 (US$100,000) with maturity on May 16, 2016, bearing interest at 10% for the term of the loan. 
This loan is secured by the equity interest in AME and royalty stream investment in Cascadia. On May 16, 
2016 the principal and interest on the convertible loan payable was repaid in cash.

On December 29, 2015, CannaRoyalty entered into a loan agreement with a shareholder for $691,150 
(US$500,000) with maturity of US$575,000 on January 22, 2016. The loan was secured by the 8.2% 
equity interest in Alternative Medical Enterprises, signed and funded subscription agreements for the 
March 17, 2016 equity financing, CO2 supercritical extractors, the royalty interest in NuTrae, and the 
equity interest in Resolve. CannaRoyalty repaid this loan in full.

On February 19, 2016, CannaRoyalty entered into a convertible loan payable with a shareholder for 
$150,000 with maturity on August 18, 2016, bearing interest at 10% for the term of the loan. The loan was 
secured by the equity interest in Alternative Medical Enterprises, all CO2 extraction equipment, and the 
royalty stream in Cascadia. On August 18, 2016 the principal and interest on this loan was settled with 
the issuance of 220,000 common shares of CannaRoyalty valued at $0.75 per share.

On April 12, 2016, CannaRoyalty issued 1,300,000 common shares valued at $975,000 to certain 
CannaRoyalty officers and consultants in consideration for services rendered prior to March 31, 2016.
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On April 13, 2016, CannaRoyalty entered into a loan agreement with a shareholder for US$300,000 with 
maturity on May 13, 2016, bearing interest at 15% for the term of the loan. The loan was secured by 
CannaRoyalty’s 8.2% equity interest in Alternative Medical Enterprises, signed and funded subscription 
agreements for the June 7, 2016 equity financing, CO2 supercritical extractors, CannaRoyalty’s royalty 
interest in NuTrae, and the CannaRoyalty’s equity interest in Resolve. The loan was repaid on May 16, 
2016.

On April 21, 2016, CannaRoyalty entered into a loan agreement with a shareholder for $200,000 with 
maturity on June 30, 2016, bearing interest at 10% for the term of the loan. The loan was repaid with 
interest of $20,000.

On June 17, 2016, CannaRoyalty entered into a loan agreement with a shareholder for US$350,000 with 
maturity on October 31, 2016, bearing interest at 14.29% for the term of the loan. The loan was secured 
by an 8.2% equity interest in Alternative Medical Enterprises, 3.5% royalty interest in NuTrae, 35% equity 
interest in Resolve, and CO2 supercritical extractors. The loan has been fully paid.

On June 28, 2016, CannaRoyalty issued 83,500 common shares in CannaRoyalty to the CEO and 
16,700 common shares in CannaRoyalty to the prior CFO under CannaRoyalty’s Share Unit Plan.

On August 17, 2016, a shareholder loaned CannaRoyalty $100,000, which was repaid on August 24, 
2016. The loan was non-interest bearing.

During the 2015 fiscal year, CannaRoyalty sold some equipment due to technological obsolescence, to a 
company owned by a director of the Company for proceeds of $110,053. A loss of $42,135 was recorded 
as the cost of the equipment sold was $152,188.

During the 2016 fiscal year, a related company, controlled by a director of CannaRoyalty, provided an 
unsecured, non-interest bearing loan, due on demand, to CannaRoyalty in the amount of $1,758. The 
advance was repaid in full.

During the 2016 fiscal year, a director provided an unsecured, non-interest bearing loan, due on demand, 
to CannaRoyalty in the amount of $20,848. The advance was repaid in full.

During the 2016 fiscal year, CannaRoyalty settled debt of $192,251 by issuance of 256,335 common 
shares valued at $0.75 to a company controlled by a director of CannaRoyalty.

During the third quarter of fiscal 2016, Resolve, an equity investee of CannaRoyalty, provided $100,000 
of consulting services to CannaRoyalty.

TRANSFER AGENT AND REGISTRAR

TSX Trust Company, located at 200 University Avenue, Suite 300, Toronto, Ontario, M5H 4H1, is the 
transfer agent and registrar for the Company.

MATERIAL CONTRACTS

Except for contracts entered into by the Company in the ordinary course of business, there are no
contracts entered into or currently anticipated to be entered into by the Company which can reasonably 
be regarded as presently material.

INTERESTS OF EXPERTS

Jackson & Co LLP is the independent auditor of the Company and is independent within the meaning of 
the Rules of Professional Conduct of the Chartered Professional Accountants of Ontario.
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Neither auditor has, and neither is entitled to receive, any registered or beneficial interest, direct or 
indirect, in the property of the Company and neither is expected to own any securities of the Company or 
any associate, affiliate or Related Person of the Company.

ADDITIONAL INFORMATION

There are no other material facts about the Company or CannaRoyalty Shares that are not disclosed 
under any other item of this AIF and are necessary in order for this AIF to contain full, true and plain 
disclosure of all material facts relating to the Company or the CannaRoyalty Shares. Additional 

information relating to the Company can be found on SEDAR located at www.sedar.com.

GLOSSARY

In this AIF, the following words and terms shall have the following meanings:

“Achelois” means Achelois LLC;

“ACMPR” has the meaning described thereto under Trends - Canada;

“AcquisitionCo” means 9995471 Canada Corp., a wholly-owned subsidiary of Bonanza;

“ADHS” has the meaning described thereto under State-Level Overview - Arizona Summary;

“Agency Agreement” means the agreement entered into by CannaRoyalty and a syndicate of agents co-
lead by Clarus Securities Inc. and Sprott Private Wealth LP., and including Bloom Burton & Co. and KES 
7 Capital Inc. in connection with the CannaRoyalty SR Financing;

“Agents” has the meaning described thereto under Three-Year History and Significant Acquisitions –-
Selected Financings;

“AIF” means annual information form;

“AIDS” means acquired immune deficiency syndrome;

“ALS” means amyotrophic lateral sclerosis;

“Alternative Medical Enterprises” means Alternative Medical Enterprises, LLC (formerly WP&RS 
Enterprises, LLC);

“Alternative Transaction” means with respect to a party, an agreement, other than as specifically 
contemplated in this Agreement, which constitutes, or may reasonably be expected to lead to (in either 
case whether in one transaction or a series of transactions): (i) a direct or indirect acquisition from such 
party or from its shareholders of 20% or more of the voting securities of such party; (ii) a direct or indirect 
acquisition of assets of such party representing 20% or more of the book value (on a consolidated basis) 
of such party; (iii) an amalgamation, arrangement, merger, or consolidation involving such party; (iv) any 
take-over bid, issuer bid, exchange offer, recapitalization, liquidation, dissolution, reorganization into a 
royalty trust or income fund or similar transaction involving such party; or (v) any other transaction, the 
consummation of which would or could reasonably be expected to impede, interfere with, prevent or delay 
the transactions contemplated by the Definitive Agreement or which would or could reasonably be 
expected to materially reduce the benefits under the Definitive Agreement or the RTO, it being 
acknowledged by BB that CannaRoyalty is in ongoing negotiations with respect to certain potential 
transactions (and in the future may enter into negotiations with respect to additional potential 
transactions) similar to those which it regularly considers and enters into in the ordinary course, and it 
being further acknowledged that nothing will restrict or otherwise limit or prevent CannaRoyalty from 
negotiating and completing such current and future potential transactions following the entering into of the 
Definitive Agreement;

“AltoTerra” means AltoTerra Capital Partners Ltd.;

http://www.sedar.com/
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“Amalgamation” means the amalgamation of CannaRoyalty and AcquisitionCo, in accordance with the 
terms of the Amalgamation Agreement;

“Amalgamation Agreement” means the agreement to be entered into by Bonanza, CannaRoyalty, and 
AcquisitionCo to effect the Amalgamation pursuant to the terms of the Definitive Agreement;

“AMMA” has the meaning described thereto under State-Level Overview - Arizona Summary;

“Anandia” means Anandia Laboratories Inc.;

“Aphria” means Aphria Inc.;

“Audit Committee” means the audit committee of the Company, as defined by NI 52-110;

“AUMA” has the meaning described thereto under State-Level Overview - California Summary;

“BAS” means BAS Research;

“Bay Area Extraction” means Bay Area Extraction Processing;

“Best Buds” means Best Buds Animal Health Co.;

“BHO” means Butane hash oil;

“BPG” means Berkley Patient Group;

“Board” means the board of directors of CannaRoyalty; 

“Bohdi” means Bohdi Research Development Inc.;

“Bonanza” means Bonanza Blue Corp.;

“Bonanza Shares” means the common shares in the capital of Bonanza, on a post-Consolidation basis;

“Business Unit” has the meaning ascribed thereto under Description of the Business – Business 
Objectives and Operations – Business Objectives;

“CannaCraft” means CannaCraft Inc.;

“CannaRoyalty” refers to CannaRoyalty Corp. and its subsidiaries;

“CannaRoyalty Board” means the board of directors of CannaRoyalty; 

“CannaRoyalty Shareholders” means the shareholders of CannaRoyalty;

“CannaRoyalty Shares” means the common shares in the capital of CannaRoyalty;

“CannaRoyalty SR Financing” has the meaning described thereto under Three-Year History and 
Significant Acquisitions – Selected Financings;

“Cannroy Delaware” means Cannroy Delaware Inc.;

“Cannroy Distribution” means Cannroy Distribution LLC;

“Cannroy Oregon” means Cannroy Oregon LLC;

“Cascadia” means Cascadia Holdings LLC;

“CBCA” means the Canada Business Corporations Act, as amended;

“CBD” means Cannabidiol;
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“CERSA” has the meaning described thereto under Competitive Conditions – Hydrocarbon Solvent
Extraction;

“Certificate” means a certificate of amalgamation issued by the Director pursuant to Section 185 of the 
CBCA;

“CHAA” has the meaning described thereto under State-Level Overview - Arizona Summary;

“Closing” means the closing of the RTO, being when a Certificate giving effect to the Amalgamation is 
issued, with the Amalgamation being effective on the date of such Certificate;

“Co-Lead Agents” has the meaning described thereto under Three-Year History and Significant 
Acquisitions – Corporate - Selected Financings;

“Cole Memorandum” has the meaning described thereto under Trends – United States;

“CRHC” means Cannabis Royalties & Holdings Corp.;

“CR Units” has the meaning as described thereto under General Development of the Business – Three-
Year History and Significant Acquisition – Selected Financings;

“CSE” means the Canadian Securities Exchange;

“DC SPA” means the definitive share purchase agreement dated October 24, 2016 between 
CannaRoyalty, Dreamcatcher and GreenRock regarding the purchase of all issued and outstanding 
shares of Dreamcatcher;

“Definitive Agreement” means the agreement dated June 30, 2016 between CannaRoyalty (formerly 
Bonanza) and CRHC regarding the terms of the RTO;

“Derma Leaf” means Derma Leaf Skin Care;

“Desert Growers” means Desert Growers Association LLC;

“Dreamcatcher” means Dreamcatcher Labs Inc.;

“Earn-Out Shares” has the meaning described thereto under Three-Year History and Significant 
Acquisitions – Corporate;

“Earn-Out Release Conditions” has the meaning described thereto under Three-Year History and
Significant Acquisitions – Corporate;

“Electric Medialand” means Electric Medialand Inc.;

“Escrow Agreement” has the meaning ascribed thereto under Escrowed Securities;

“Escrowed Funds” means the funds from the sale of the subscription receipts that will be deposited in 
escrow until the escrow release conditions have been satisfied;

“Escrow Release Conditions” means, together, (i) the completion, satisfaction or waiver, as the case 
may be, of all conditions precedent to the business combination of CannaRoyalty (formerly Bonanza) and 
CRHC set forth in the Letter Agreement, to the satisfaction of the Co-Lead Agents, acting reasonably, 
other than the filing of the articles of amalgamation; (ii) the receipt of all required shareholder, third party 
(as applicable) and regulatory approvals in connection with the RTO; (iii) the listing of the CannaRoyalty
Shares on the CSE shall have been conditionally approved; and (iv) the representations and warranties of 
CannaRoyalty in the agency agreement dated October 4, 2016 between CannaRoyalty and the Agents 
are true and correct as of the Closing and as of the date of the release certificate, and without giving 
effect to any limitation indicated by the words “material adverse effect”, “in all material respects”, or 
“material” except where the failure of such representations and warranties to so be true and correct as of 
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the Closing or as of the date of the release certificate, as the case may be, in the aggregate, would not 
have a material adverse effect;

“Eureka” means Eureka Management Services;

“FDA” means Food and Drug Administration;

“Freya” means Freya Intimacy Oil;

“Green Rock” means Green Rock Botanicals;

“HIV” means human immunodeficiency virus;

“IFRS” means the International Financial Reporting Standards, as issued by the International Accounting 
Standards Board;

“IHL” has the meaning described thereto under Description of Business – Business Objectives and 
Operations - Strategic Partnerships – Zenabis;

“IHMML” has the meaning described thereto under Description of Business – Business Objectives and 
Operations - Strategic Partnerships – Zenabis;

“Introduced Parties” has the meaning described thereto under Reorganizations;

“Lustig HoldCo” means AJKNJ Corp., a corporation controlled by the CEO of the Company, Marc Lustig;

“Magnolia” means Magnolia Wellness Dispensary (Eureka Management Services);

“MCRSA” has the meaning described thereto under State-Level Overview - California Summary;

“MD&A” means management discussion and analysis; 

“MMAR” has the meaning described thereto under Trends - Canada;

“MMPR” has the meaning described thereto under Trends - Canada;

“Natural Ventures” means Natural Ventures PR, LLC;

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

“NuTrae” means NuTrae LLC; 

“OBCA” means the Ontario Business Corporations Act, as amended;

“OHA” has the meaning described thereto under State-Level Overview - Oregon Summary;

“OLCC” has the meaning described thereto under State-Level Overview - Oregon Summary;

“OTC” means over-the-counter;

“Preference Shares” has the meaning described thereto under Description of Capital Structure- General;

“PRHD” has the meaning described thereto under State-Level Overview – Puerto Rico Summary;

“PTSD” means post-traumatic stress disorder;

“Related Person” means, (i) each director and executive officer, or (ii) an associate or permitted assign of 
such director or executive officer;

“Resolve” means Resolve Digital Health Inc.;

“Rich Extracts” means Rich Extracts LLC;
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“Rock Vapor” means Rock Vapor Technologies Inc.;

“RSU” means a restricted share unit issued pursuant to the Share Unit Plan;

“RTO” means the business combination of CannaRoyalty (formerly Bonanza), CRHC and AcquisitionCo 
by way of a “three-cornered” amalgamation under the provisions of the CBCA;

“Santa Barbara” means Santa Barbara Patients Collective Healing Centre;

“SAR” means suspicious activity report;

“Share Unit Plan” has the meaning described thereto under General Development of the Business –
Recent Developments;

“Stokes” means Progressive Marketing Partners LLC;

“Subscription Receipts” has the meaning described thereto under Reorganizations;

“THC” has the meaning described thereto under State-Level Overview - Florida Summary;

“Three Leaf” means Three Leaf Holdings Corporation; 

“Tweed” means Tweed Marijuana Inc.;

“Underwriters” has the meaning as described thereto under General Development of the Business –
Three-Year History and Significant Acquisition – Selected Financings; 

“Unit” means one CannaRoyalty Share and one half warrant at a price of $1.50; 

“Vida” means Vida Cannabis Corp.; 

“Wagner Dimas” means Wagner Dimas Inc.;

“Warrant” has the meaning as described thereto under General Development of the Business – Three-
Year History and Significant Acquisition – Selected Financings;

“Warrant Shares” has the meaning as described thereto under General Development of the Business –
Three-Year History and Significant Acquisition – Selected Financings;

“WSLCB” has the meaning described thereto under State-Level Overview - Washington Summary; and

“Zenabis” means Zenabis Limited Partnership.
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APPENDIX “A” – CHARTER OF THE AUDIT COMMITTEE

CANNAROYALTY

CHARTER OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

1. PURPOSE OF THIS CHARTER

The Audit Committee (the “Committee”) is appointed by the Board of Directors (the “Board”) of 
CannaRoyalty Resources Inc. (the “Corporation”) to assist the Board in fulfilling its oversight 
responsibilities relating to financial accounting, reporting and internal controls for the Corporation. The 
Committee’s primary duties and responsibilities are to:

a) conduct such reviews and discussions with management and the external auditors 
relating to the audit and financial reporting as are deemed appropriate by the Committee;

b) assess the integrity of internal controls and financial reporting procedures of the 
Corporation and ensure implementation of such controls and procedures;

c) review the quarterly and annual financial statements and management’s discussion and 
analysis of the Corporation’s financial position and operating results and in the case of 
the annual financial statements and related management’s discussion and analysis, 
report thereon to the Board for approval of same;

d) select and monitor the independence and performance of the Corporation’s external 
auditors, including attending at private meetings with the external auditors and reviewing 
and approving all renewals or dismissals of the external auditors and their 
remuneration; and

e) provide oversight of all disclosure relating to, and information derived from, financial 
statements, management’s discussion and analysis and information.

The Committee has the authority to conduct any investigation appropriate to its responsibilities, and it 
may request the external auditors, as well as any officer of the Corporation, or outside counsel for the 
Corporation, to attend a meeting of the Committee or to meet with any members of, or advisors to, the 
Committee. The Committee shall have unrestricted access to the books and records of the Corporation 
and has the authority to retain, at the expense of the Corporation, special legal, accounting, or other 
consultants or experts to assist in the performance of the Committee’s duties.

The Committee shall review and assess the adequacy of this Charter annually and submit any proposed 
revisions to the Board for approval.

In fulfilling its responsibilities, the Committee will carry out the specific duties set out in Part 4 of 
this Charter.

2. AUTHORITY OF THE AUDIT COMMITTEE

The Committee shall have the authority to:

a) engage independent counsel and other advisors as it determines necessary to carry out 
its duties;

b) set and pay the compensation for advisors employed by the Committee; and

c) communicate directly with the internal and external auditors.
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3. COMPOSITION AND MEETINGS

The Committee and its membership shall meet all applicable legal, regulatory and listing requirements, 
including, without limitation, those of the Ontario Securities Commission (“OSC”), the Toronto Stock 
Exchange, the Business Corporations Act (Ontario) and all applicable securities regulatory authorities.

a) The Committee shall be composed of three or more directors as shall be designated by 
the Board from time to time. Unless a Chair is elected by the Board, the members of the 
Committee shall designate from amongst themselves by majority vote of the full 
Committee a member who shall serve as Chair. The position description and 
responsibilities of the Chair are set out in Schedule ”A” attached hereto. 

b) Each member of the Committee shall be “independent” and “financially literate”. An 
“independent” director is a director who has no direct or indirect material relationship with 
the Corporation. A “material relationship” is a relationship which, in the view of the Board, 
could be reasonably expected to interfere with the exercise of the director’s independent 
judgement or a relationship deemed to be a material relationship pursuant to Sections 1.4 
and 1.5 of National Instrument 52-110 — Audit Committees, as set out in Schedule ”B”
hereto. A “financially literate” director is a director who has the ability to read and 
understand a set of financial statements that present a breadth and level of complexity of 
accounting issues that are generally comparable to the breadth and complexity of the 
accounting issues that can be reasonably expected to be raised in the Corporation’s 
financial statements.

c) Each member of the Committee shall sit at the pleasure of the Board, and in any event, 
only so long as he or she shall be independent. The Committee shall report to the Board.

d) The Committee shall meet at least quarterly, at the discretion of the Chair or a majority of 
its members, as circumstances dictate or as may be required by applicable legal or listing 
requirements. A minimum of two and at least 50% of the members of the Committee 
present, either in person or by telephone, shall constitute a quorum.

e) If within one hour of the time appointed for a meeting of the Committee, a quorum is not 
present, the meeting shall stand adjourned to the same hour on the next business day 
following the date of such meeting at the same place. If at the adjourned meeting a 
quorum as hereinbefore specified is not present within one hour of the time appointed for 
such adjourned meeting, such meeting shall stand adjourned to the same hour on the 
second business day following the date of such meeting at the same place. If at the 
second adjourned meeting a quorum as hereinbefore specified is not present, the 
quorum for the adjourned meeting shall consist of the members then present (a 
“Reduced Quorum”).

f) If, and whenever a vacancy shall exist, the remaining members of the Committee may 
exercise all of its powers and responsibilities so long as a quorum remains in office or a 
Reduced Quorum is present in respect of a specific Committee meeting.

g) The time and place at which meetings of the Committee shall be held, and procedures at 
such meetings, shall be determined from time to time by the Committee. A meeting of the 
Committee may be called by letter, telephone, facsimile, email or other communication 
equipment, by giving at least 48 hours’ notice, provided that no notice of a meeting shall 
be necessary if all of the members are present either in person or by means of 
conference telephone or if those absent have waived notice or otherwise signified their 
consent to the holding of such meeting.

h) Any member of the Committee may participate in the meeting of the Committee by 
means of conference telephone or other communication equipment, and the member 
participating in a meeting pursuant to this paragraph shall be deemed, for purposes 
hereof, to be present in person at the meeting.
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i) The Committee shall keep minutes of its meetings which shall be submitted to the Board. 
The Committee may, from time to time, appoint any person who need not be a member, 
to act as a secretary at any meeting.

j) Any director of the Corporation may attend meetings of the Committee, and the 
Committee may invite such officers and employees of the Corporation and its 
subsidiaries as the Committee may see fit, from time to time, to attend at meetings of 
the Committee.

k) Any matters to be determined by the Committee shall be decided by a majority of votes 
cast at a meeting of the Committee called for such purpose. Actions of the Committee 
may be taken by an instrument or instruments in writing signed by all of the members of 
the Committee, and such actions shall be effective as though they had been decided by a 
majority of votes cast at a meeting of the Committee called for such purpose. The 
Committee shall report its determinations to the Board at the next scheduled meeting of 
the Board, or earlier as the Committee deems necessary. All decisions or 
recommendations of the Committee shall require the approval of the Board prior to 
implementation, other than those relating to non-audit services and annual audit fees 
which do not require the approval of the Board. The Board can delegate, as appropriate, 
the approval of the quarterly unaudited financial statements, management’s discussion 
and analysis and news release to the Committee.

l) The Committee members will be elected annually at the first meeting of the Board 
following the annual general meeting of shareholders.

m) The Board may at any time amend or rescind any of the provisions hereof, or cancel 
them entirely, with or without substitution.

4. RESPONSIBILITIES

a) Financial Accounting and Reporting Process and Internal Controls

i) The Committee shall review the annual audited and interim financial statements 
and related management’s discussion and analysis before the Corporation 
publicly discloses this information to satisfy itself that the financial statements are 
presented in accordance with applicable accounting principles and in the case of 
the annual audited financial statements and related management’s discussion 
and analysis, report thereon and recommend to the Board whether or not same 
should be approved prior to their being filed with the appropriate regulatory 
authorities. With respect to the annual audited financial statements, the 
Committee shall discuss significant issues regarding accounting principles, 
practices, and judgments of management with management and the external 
auditors as and when the Committee deems it appropriate to do so. The 
Committee shall consider whether the Corporation’s financial disclosures are 
complete, accurate, prepared in accordance with International Financial 
Reporting Standards and fairly present the financial position of the Corporation. 
The Committee shall also satisfy itself that, in the case of the annual financial 
statements, the audit function has been effectively carried out by the auditors 
and, in the case of the interim financial statements, that the review function has 
been effectively carried out.

ii) The Committee shall ensure internal control procedures are reviewed at least 
twice annually.

iii) The Committee shall be satisfied that adequate procedures are in place for the 
review of the Corporation’s public disclosure of financial information extracted or 
derived from the Corporation’s financial statements, management’s discussion 
and analysis and annual and interim earnings press releases, and periodically 
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assess the adequacy of these procedures in consultation with any disclosure 
committee of the Corporation.

iv) The Committee shall review any press releases containing disclosure regarding 
financial information that are required to be reviewed by the Committee under 
any applicable laws or otherwise pursuant to the policies of the Corporation 
(including before the Corporation publicly discloses this information).

v) The Committee shall meet no less than annually with the external auditors and 
the Chief Financial Officer or, in the absence of a Chief Financial Officer, with the 
officer of the Corporation in charge of financial matters, to review accounting 
practices, internal controls and such other matters as the Committee, Chief 
Financial Officer or, in the absence of a Chief Financial Officer, the officer of the 
Corporation in charge of financial matters, deem appropriate.

vi) The Committee shall inquire of management and the external auditors about 
significant financial and internal control risks or exposures and assess the steps 
management has taken to minimize such risks.

vii) The Committee shall review the post-audit or management letter, if any, 
containing the recommendations of the external auditors and management’s 
response and subsequent follow-up to any identified weaknesses.

viii) The Committee shall periodically review and make recommendations regarding 
the Code of Business Conduct and Ethics adopted by the Board;

ix) The Committee shall follow procedures established as set out in the 
Whistleblower Policy of the Corporation, for:

• the receipt, retention, and treatment of complaints received by the 
Corporation regarding accounting, internal accounting controls, auditing 
matters or violations to the Corporation’s Code of Business Conduct and 
Ethics; and

• the submission by employees, consultants, contractors, directors or officers 
of the Corporation, on a confidential and anonymous basis, of concerns 
regarding questionable accounting, auditing matters or violations to the 
Corporation’s Code of Business Conduct and Ethics.

x) The Committee shall ensure that management establishes and maintains an 
appropriate budget process, which shall include the preparation and delivery of 
periodic reports from the Chief Financial Officer to the Committee comparing 
actual spending to the budget. The budget shall include assumptions regarding 
economic parameters that are well supported and shall take into account the 
risks facing the Corporation.

xi) The Committee shall have the authority to adopt such policies and procedures as 
it deems appropriate to operate effectively.

b) Independent Auditors

i) The Committee shall recommend to the Board the external auditors to be 
nominated for the purpose of preparing or issuing an auditors’ report or 
performing other audit, review or attest services for the Corporation, shall set the 
compensation for the external auditors, provide oversight of the external auditors 
and shall ensure that the external auditors’ report directly to the Committee.
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ii) The Committee shall ensure that procedures are in place to assess the audit 
activities of the independent auditors and the internal audit functions.  

iii) The pre-approval of the Committee shall be required as further set out in 
Schedule ”C” prior to the undertaking of any non-audit services not prohibited by 
law to be provided by the external auditors in accordance with this Charter.

iv) The Committee shall monitor and assess the relationship between management 
and the external auditors and monitor, support and assure the independence and 
objectivity of the external auditors and attempt to resolve disagreements between 
management and the external auditors regarding financial reporting.

v) The Committee shall review the external auditors’ audit plan, including the scope, 
procedures and timing of the audit.

vi) The Committee shall review the results of the annual audit with the external 
auditors, including matters related to the conduct of the audit.

vii) The Committee shall obtain timely reports from the external auditors describing 
critical accounting policies and practices, alternative treatments of information 
within International Financial Reporting Standards that were discussed with 
management, their ramifications, and the external auditors’ preferred treatment 
and material written communications between the Corporation and the external 
auditors.

viii) The Committee shall review fees paid by the Corporation to the external auditors 
and other professionals in respect of audit and non-audit services on an 
annual basis.

ix) The Committee shall review and approve the Corporation’s hiring policies 
regarding partners, employees and former partners and employees of the 
present and former auditors of the Corporation.

x) The Committee shall have the authority to engage the external auditors to 
perform a review of the interim financial statements.

c) Other Responsibilities

The Committee shall perform any other activities consistent with this Charter and governing law, as the 
Committee or the Board deems necessary or appropriate.
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SCHEDULE “A”

CANNAROYALTY CORP.

POSITION DESCRIPTION FOR THE CHAIRMAN OF THE AUDIT COMMITTEE

1. PURPOSE

The Chairman of the Committee shall be an independent director who is elected by the Board or 
designated by majority vote of the Committee to act as the leader of the Committee in assisting 
the Board in fulfilling its financial reporting and control responsibilities to the shareholders of the 
Corporation.

2. WHO MAY BE CHAIRMAN

The Chairman will be selected from amongst the independent directors of the Corporation who 
have a sufficient level of financial sophistication and experience in dealing with financial issues to 
ensure the leadership and effectiveness of the Committee.

The Chairman will be selected annually at the first meeting of the Board following the annual 
general meeting of shareholders or designated by majority vote of the Committee. 

3. RESPONSIBILITIES

The following are the primary responsibilities of the Chairman:

a) chair all meetings of the Committee in a manner that promotes meaningful discussion;

b) ensure adherence to the Committee’s Charter and that the adequacy of the Committee’s 
Charter is reviewed annually;

c) provide leadership to the Committee to enhance the Committee’s effectiveness, 
including:

i) act as liaison and maintain communication with the Board to optimize and co-
ordinate input from directors, and to optimize the effectiveness of the Committee. 
This includes ensuring that Committee materials are available to any director 
upon request and reporting to the Board on all decisions of the Committee at the 
first meeting of the Board after each Committee meeting and at such other times 
and in such manner as the Committee considers advisable;

ii) ensure that the Committee works as a cohesive team with open communication, 
as well as to ensure open lines of communication among the independent 
auditors, financial and senior management and the Board for financial and 
control matters;

iii) ensure that the resources available to the Committee are adequate to support its 
work and to resolve issues in a timely manner;

iv) ensure that the Committee serves as an independent and objective party to 
monitor the Corporation’s financial reporting process and internal control 
systems, as well as to monitor the relationship between the Corporation and the 
independent auditors to ensure independence;
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v) ensure that procedures as determined by the Committee are in place to assess 
the audit activities of the independent auditors and the internal audit functions; 
and

vi) ensure that procedures as determined by the Committee are in place to review 
the Corporation’s public disclosure of financial information and assess the 
adequacy of such procedures periodically, in consultation with any disclosure 
committee of the Corporation; 

d) ensure that procedures as determined by the Committee are in place for dealing with 
complaints received by the Corporation regarding accounting, internal controls and 
auditing matters, and for employees to submit confidential anonymous concerns;

e) manage the Committee, including:

i) adopt procedures to ensure that the Committee can conduct its work effectively 
and efficiently, including committee structure and composition, scheduling, and 
management of meetings;

ii) prepare the agenda of the Committee meetings and ensuring pre-meeting 
material is distributed in a timely manner and is appropriate in terms of 
relevance, efficient format and detail;

iii) ensure meetings are appropriate in terms of frequency, length and content;

iv) obtain a report from the independent auditors on an annual basis, review the 
report with the Committee and arranging meetings with the auditors and financial 
management to review the scope of the proposed audit for the current year, its 
staffing and the audit procedures to be used;

v) oversee the Committee’s participation in the Corporation’s accounting and 
financial reporting process and the audits of its financial statements;

vi) ensure that the auditor’s report directly to the Committee, as representatives of 
the Corporation’s shareholders; and

vii) annually review with the Committee its own performance, report annually to the 
Board on the role of the Committee and the effectiveness of the Committee in 
contributing to the effectiveness of the Board; and

viii) together with the Board, oversee the structure, composition and membership of, 
and activities delegated to, the Committee from time to time; and

f) perform such other duties as may be delegated from time to time to the Chairman by the 
Board.
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SCHEDULE “B”

CANNAROYALTY CORP.

NATIONAL INSTRUMENT 52-110 AUDIT COMMITTEES (“NI 52-110”)

Section 1.4 — Meaning of Independence

(1) An audit committee member is independent if he or she has no direct or indirect material 
relationship with the issuer.

(2) For the purposes of subsection (1), a “material relationship” is a relationship which could, in the 
view of the issuer’s board of directors, be reasonably expected to interfere with the exercise of a 
member’s independent judgment.

(3) Despite subsection (2), the following individuals are considered to have a material relationship 
with an issuer:

(a) an individual who is, or has been within the last three years, an employee or executive 
officer of the issuer;

(b) an individual whose immediate family member is, or has been within the last three years, 
an executive officer of the issuer;

(c) an individual who:

(i) is a partner of a firm that is the issuer’s internal or external auditor,

(ii) is an employee of that firm, or

(iii) was within the last three years a partner or employee of that firm and personally 
worked on the issuer’s audit within that time;

(d) an individual whose spouse, minor child or stepchild, or child or stepchild who shares a 
home with the individual:

(i) is a partner of a firm that is the issuer’s internal or external auditor,

(ii) is an employee of that firm and participates in its audit, assurance or tax 
compliance (but not tax planning) practice, or

(iii) was within the last three years a partner or employee of that firm and personally 
worked on the issuer’s audit within that time;

(e) an individual who, or whose immediate family member, is or has been within the last 
three years, an executive officer of an entity if any of the issuer’s current executive 
officers serves or served at that same time on the entity’s compensation committee; and

(f) an individual who received, or whose immediate family member who is employed as an 
executive officer of the issuer received, more than $75,000 in direct compensation from 
the issuer during any 12 month period within the last three years.

(4) Despite subsection (3), an individual will not be considered to have a material relationship with 
the issuer solely because
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(a) he or she had a relationship identified in subsection (3) if that relationship ended before 
March 30, 2004; or

(b) he or she had a relationship identified in subsection (3) by virtue of subsection (8) if that 
relationship ended before June 30, 2005.

(5) For the purposes of clauses (3)(c) and (3)(d), a partner does not include a fixed income partner 
whose interest in the firm that is the internal or external auditor is limited to the receipt of fixed 
amounts of compensation (including deferred compensation) for prior service with that firm if the 
compensation is not contingent in any way on continued service.

(6) For the purposes of clause (3)(f), direct compensation does not include:

(a) remuneration for acting as a member of the board of directors or of any board committee 
of the issuer, and

(b) the receipt of fixed amounts of compensation under a retirement plan (including deferred 
compensation) for prior service with the issuer if the compensation is not contingent in 
any way on continued service.

(7) Despite subsection (3), an individual will not be considered to have a material relationship with 
the issuer solely because the individual or his or her immediate family member

(a) has previously acted as an interim chief executive officer of the issuer, or

(b) acts, or has previously acted, as a chair or vice-chair of the board of directors or of any 
board committee of the issuer on a part-time basis.

(8) For the purpose of section 1.4, an issuer includes a subsidiary entity of the issuer and a parent of 
the issuer.

Section 1.5 — Additional Independence Requirements for Audit Committee Members

(1) Despite any determination made under section 1.4 of NI 52-110, an individual who

(a) accepts, directly or indirectly, any consulting, advisory or other compensatory fee from 
the issuer or any subsidiary entity of the issuer, other than as remuneration for acting in 
his or her capacity as a member of the board of directors or any board committee, or as a 
part-time chair or vice-chair of the board or any board committee; or

(b) is an affiliated entity of the issuer or any of its subsidiary entities,

is considered to have a material relationship with the issuer.

(2) For the purposes of subsection (1), the indirect acceptance by an individual of any consulting, 
advisory or other compensatory fee includes acceptance of a fee by

(a) an individual’s spouse, minor child or stepchild, or a child or stepchild who shares the 
individual’s home; or

(b) an entity in which such individual is a partner, member, an officer such as a managing 
director occupying a comparable position or executive officer, or occupies a similar 
position (except limited partners, non-managing members and those occupying similar 
positions who, in each case, have no active role in providing services to the entity) and 
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which provides accounting, consulting, legal, investment banking or financial advisory 
services to the issuer or any subsidiary entity of the issuer.

(3) For the purposes of subsection (1), compensatory fees do not include the receipt of fixed 
amounts of compensation under a retirement plan (including deferred compensation) for prior 
service with the issuer if the compensation is not contingent in any way on continued service. 
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SCHEDULE “C”

CANNAROYALTY CORP.

PROCEDURES FOR APPROVAL OF NON-AUDIT SERVICES

1. The Corporation’s external auditors shall be prohibited from performing for the Corporation the 
following categories of non-audit services:

(a) bookkeeping or other services related to the Corporation’s accounting records or financial 
statements;

(b) appraisal or valuation services, fairness opinion or contributions-in-kind reports;

(c) actuarial services;

(d) internal audit outsourcing services;

(e) management functions;

(f) human resources;

(g) broker or dealer, investment adviser or investment banking services;

(h) legal services; and

(i) any other service that the Canadian Public Accountability Board or International 
Accounting Standards Board or other analogous board which may govern the 
Corporation’s accounting standards, from time to time determines is impermissible.

2. In the event that the Corporation wishes to retain the services of the Corporation’s external 
auditors for tax compliance, tax advice or tax planning, the Chief Financial Officer of the 
Corporation shall consult with the Chair of the Committee, who shall have the authority, subject to 
confirmation that such services will not compromise the independence of the Corporation’s 
external auditors, to approve or disapprove on behalf of the Committee, such non-audit services. 
All other non-audit services shall be approved or disapproved by the Committee as a whole.

3. The Chief Financial Officer of the Corporation shall maintain a record of non-audit services 
approved by the Chair of the Committee or the Committee for each fiscal year and provide a report to the 
Committee no less frequently than on a quarterly basis.


