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FORM 5 

QUARTERLY LISTING STATEMENT 

Name of Listed Issuer: High Tide Inc.____________________________ (the “Issuer”). 

Trading Symbol:  HITI 

This Quarterly Listing Statement must be posted on or before the day on which the 
Issuer’s unaudited interim financial statements are to be filed under the Securities Act, or, 
if  no interim statements are required to be filed for the quarter, within 60 days of the end 
of the Issuer’s first, second and third fiscal quarters.  This statement is not intended to 
replace the Issuer’s obligation to separately report material information forthwith upon the 
information becoming known to management or to post the forms required by the 
Exchange Policies.  If material information became known and was reported during the 
preceding quarter to which this statement relates, management is encouraged to also 
make reference in this statement to the material information, the news release date and 
the posting date on the Exchange website. 

General Instructions 

(a) Prepare this Quarterly Listing Statement using the format set out below.  The
sequence of questions must not be altered nor should questions be omitted or left
unanswered.  The answers to the following items must be in narrative form.  When
the answer to any item is negative or not applicable to the Issuer, state it in a
sentence.  The title to each item must precede the answer.

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

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

There are three schedules which must be attached to this report as follows: 

SCHEDULE A:  FINANCIAL STATEMENTS 

The unaudited interim consolidated financial statements for the three-month period 
ended January 31, 2019 are attached hereto as Schedule "A". 

SCHEDULE B:  SUPPLEMENTARY INFORMATION 

As at end of Q1 2019, for the three-month period ended January 31, 2019, High Tide Inc 
has nothing additional to report in the supplementary information section. 
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1. Related party transactions

Provide disclosure of all transactions with a Related Person, including those
previously disclosed on Form 10. Include in the disclosure the following information
about the transactions with Related Persons:

(a) A description of the relationship between the transacting parties.  Be as
precise as possible in this description of the relationship.  Terms such as
affiliate, associate or related company without further clarifying details are
not sufficient.

(b) A description of the transaction(s), including those for which no amount has
been recorded.

(c) The recorded amount of the transactions classified by financial statement
category.

(d) The amounts due to or from Related Persons and the terms and conditions
relating thereto.

(e) Contractual obligations with Related Persons, separate from other
contractual obligations.

(f) Contingencies involving Related Persons, separate from other
contingencies.

2. Summary of securities issued and options granted during the period.

Provide the following information for the period beginning on the date of the last
Listing Statement (Form 2A):

(a) summary of securities issued during the period,
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Date of 

Issue 

Type of 

Security 

(common 

shares, 

convertible 

debentures, 

etc.) 

Type of 

Issue 

(private 

placement, 

public 

offering, 

exercise of 

warrants, 

etc.) 

Number Price 

Total 

Proceeds 

Type of 

Consideration 

(cash, 

property, etc.) 

Describe 

relationship 

of Person 

with Issuer 

(indicate if 

Related 

Person) 

Commission 

Paid 

Dec 11, 

2018 

Special 

Warrants 

Private 

Placement 

3,000,0

00 

CAD$

0.50 

CAD$ 

1,500,000 

Property Arm’s 

Length 

N/A 

Dec 12, 

2018 

Convertible 

Debentures 

Private 

Placement 

11,330 CAD$ 

1,000 

CAD$ 

11,330,000 

Cash 250 

Convertible 

Debentures 

Sold to 

Related 

Person, 

Balance 

Arm’s 

Length 

Cash and 

Broker 

Warrant 

Commission 

to Canaccord 

Genuity 

Corp., For 

Total Value of 

CAD$ 

524,075 

Dec 19, 

2018 

Special 

Warrants 

Private 

Placement 

8,410,4

71 

CAD$

0.50 

€2,775,000 Property Arm’s 

Length 

N/A 

(b) summary of options granted during the period,

High Tide Inc. has no stock option grants to report on for the period. 

Date Number 

Name of Optionee 

if Related Person 

and relationship 

Generic description 

of other Optionees Exercise Price Expiry Date 

Market 

Price on 

date of 

Grant 



FORM 5 – QUARTERLY LISTING STATEMENT 
January 2015 

Page 4 

3. Summary of securities as at the end of the reporting period.

Provide the following information in tabular format as at the end of the reporting
period:

(a) description of authorized share capital including number of shares for each
class, dividend rates on preferred shares and whether or not cumulative,
redemption and conversion provisions,

Please refer to the Issuer’s Condensed Interim Consolidated Financial 
Statements for the three-month periods ended January 31, 2019 and 2018 – 

at page 17. 

(b) number and recorded value for shares issued and outstanding,

Please refer to the Issuer’s Condensed Interim Consolidated Financial 
Statements for the three-month periods ended January 31, 2019 and 2018 – 
at page 18. 

(c) description of options, warrants and convertible securities outstanding,
including number or amount, exercise or conversion price and expiry date,
and any recorded value, and

Please refer to the Issuer’s Condensed Interim Consolidated Financial 
Statements for the three-month periods ended January 31, 2019 and 2018 – 
at page 3 and notes 15 to 18. 

(d) number of shares in each class of shares subject to escrow or pooling
agreements or any other restriction on transfer.

Type of 

Security 

Number Restriction on 

Transfer 

Common 

Shares 

87,459,634 Escrow Pursuant to 

CSE Policy 2 

Warrants 163,236 Escrow Pursuant to 

CSE Policy 2 

4. List the names of the directors and officers, with an indication of the
position(s) held, as at the date this report is signed and filed.
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Raj Grover President & Chief Executive Officer (CEO), 
Board of Directors member 

Alex Mackay Chief Operating Officer (COO) 

Matt Dexter Chief Financial Officer (CFO) 

Nick Kuzyk Chief Strategy Officer & SVP Capital Markets 

Andy Palalas Chief Revenue Officer 

Nader Ben Aissa Board of Directors member 

Nitin Kaushal Board of Directors member 

Arthur Kwan Board of Directors member 

Paul Rosen Board of Directors member (recent resignation 
March 24, 2019, announced March 28, 2019) 

SCHEDULE C: MANAGEMENT'S DISCUSSION AND ANALYSIS 

Management's discussion and analysis for the three-month period ended January 
31, 2019 is attached hereto as Schedule "C". 
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Certificate Of Compliance 

The undersigned hereby certifies that: 

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

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

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

4. All of the information in this Form 5 Quarterly Listing Statement is true.

Dated April 1, 2019 

Nick Kuzyk 
Name of Director or Senior Officer 

“Nick Kuzyk” 
Signature 

Chief Strategy Officer & SVP Capital 
Markets 
Official Capacity 

Issuer Details 
Name of Issuer: 
High Tide Inc. 

For Quarter Ending: 
January 31, 2019 

Date of Report: 
19/04/01 

Issuer Address: 
#111-113, 11127 15th Street NE 

City/Province/Postal Code: 
Calgary, Alberta   T2K 2M4 

Issuer Fax No.: 
(403) 265-4244

Issuer Telephone No.: 
(403) 265-4207

Contact Name: 
Krystal Dafoe 

Contact Position: 
Director of Corporate 
Governance & Listings  

Contact Telephone No.: 
(403) 265-4207

Contact Email Address: 
krystal@hightideinc.com 

Web Site Address: 
www.hightideinc.com 
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SCHEDULE A:  FINANCIAL STATEMENTS 



High Tide Inc. 

Condensed Interim Consolidated Financial Statements 

For the three-month periods ended January 31, 2019 and 2018 

(stated in Canadian Dollars) 

(Unaudited) 



High Tide Inc. 
Condensed Interim Consolidated Statements of Financial Position 
Stated in Canadian Dollars 

 (Unaudited) 

The accompanying notes are an integral part of the consolidated financial statements. 1 

January 31, 2019 October 31, 2018 
ASSETS 

Current assets 
Cash and cash equivalents $ 6,962,634 $ 8,198,164 
Accounts receivable (Note 6) 1,449,881 855,221 
Income taxes receivable 40,159 - 
Inventory (Note 7) 4,805,723 3,463,076 
Prepaid expenses, deposits and other receivables (Note 8) 4,205,109 4,930,830 
Loans receivable (Note 9) 48,844 62,296 

Total current assets $ 17,512,350 $ 17,509,587 

Non-current assets 
    Long-term accounts receivable (Note 6) $ 725,092 $ 706,419 
    Long-term prepaid expenses, deposits and other  

    receivables (Note 8) 900,000 1,200,000 
Deferred tax asset (Note 14) 3,310,577 1,974,223 
Intangible assets (Note 10) 4,154,176 934,040 
Property and equipment (Note 11) 6,537,042 3,598,225 
Goodwill (Note 4) 5,985,688 - 

Total non-current assets $ 21,612,575 $ 8,412,907 

Total assets $ 39,124,925 $ 25,922,494 

LIABILITIES AND EQUITY 

Current liabilities 
    Accounts payable and accrued liabilities (Note 12) $ 3,208,450 $ 2,514,830 
    Short-term contract liability (Note 5) 12,369 - 
    Income taxes payable - 32,639 

Current portion of finance lease obligation (Note 13) 6,177 6,127 
Shareholder loans (Note 23) 191,174 36,174 

Total current liabilities $ 3,418,170 $ 2,589,770 

Non-current liabilities 
 Convertible debentures (Note 15)   $ 10,163,824 $ - 

    Long-term contract liability (Note 5) 290,463 - 
Finance lease obligation (Note 13) $ 15,869 $ 17,313 

Total non-current liabilities $ 10,470,156 $ 17,313 

Total liabilities $ 13,888,326 $ 2,607,083 

Shareholders’ equity 
    Share capital (Note 16 (b)) $ 52,950,480 $ 35,694,842 
    Contributed surplus 1,232,083 - 
    Convertible debentures – equity (Note 15) 616,458 - 
    Special warrants (Note 17) - 16,904,085 
    Warrants (Note 18) 4,758,838 905,356 
    Accumulated other comprehensive income 1,058 - 
    Accumulated deficit (34,267,584) (30,176,036) 

Equity attributable to owners of the Company 25,291,333 23,328,247 
Non-controlling interest $ (54,734) $ (12,836) 

Total shareholders’ equity $ 25,236,599 $ 23,315,411 

Total liabilities and equity $ 39,124,925 $ 25,922,494 

Commitments and guarantee (Note 24) 
Subsequent events (Note 25) 

Approved on behalf of the Board: 

(Signed) “Harkirat (Raj) Grover” (Signed) “Nitin Kaushal” 
President and Chairman of the Board Director and Chairman of the Audit Committee 



High Tide Inc. 
Condensed Interim Consolidated Statements of (Loss) Income and Other 

Comprehensive (Loss) Income
Stated in Canadian Dollars 

For the three months ended January 31, 

 (Unaudited) 

The accompanying notes are an integral part of the consolidated financial statements. 2 

2019 2018 

Revenue 
Merchandise sales $ 4,960,694 $ 2,578,099 
Less: Discounts (61,179) (122,259) 
Royalty 85,139 223,221 
Interest and other 16,034 58,264 

$ 5,000,688 $ 2,737,325 

Cost of sales $ (3,211,105) $ (1,285,236) 

Gross margin $ 1,789,583 $ 1,452,089 

Expenses 
Salaries, wages and benefits $ 2,218,082 $ 506,988 
Share-based compensation (Note 16(c))   1,232,083  - 
General and administration 1,358,961 367,325 
Professional fees 879,095 10,365 
Advertising and promotion 649,410 77,844 
Depreciation (Notes 10 and 11) 186,047 10,432 
Transaction costs (Note 16(d))       142,000  - 
Interest and bank charges 127,247 14,552 

Total expenses $ 6,792,925 $ 987,506 

(Loss) income before other income (expenses) $ (5,003,342) $ 464,583 

Other income (expenses) 
Gain on disposal of asset $ 2,655 $ - 
Discount on accounts receivable (Note 21)   23,975 - 
Foreign exchange gain (loss) (74,792) (139,087) 

Total other income (expenses) $ (48,162) $ (139,087) 

(Loss) income before taxes $ (5,051,503) $ 325,496 
Income tax recovery (Note 14)  (1,229,988) - 

(Loss) income and comprehensive (loss) income for the period $ (3,821,515) $ 325,496 

Total (loss) income and comprehensive (loss) income attributable to: 
Owners of the Company $ (3,779,617) $ 325,496 
Non-controlling interest (41,898) - 

$ (3,821,515) $ 325,496 

(Loss) income per share (Note 19) 
Basic $ (0.02) $ 0.01 
Diluted $ (0.02) $ 0.01 



  High Tide Inc.  
   Condensed Interim Consolidated Statements of Changes in Shareholders’ Equity (Deficiency) 
    Stated in Canadian dollars 
    (Unaudited) 

The accompanying notes are an integral part of the consolidated financial statements. 3 

  
Share 

capital  
Special 

warrants  Warrants  

 
 
 

Contributed 
surplus 

  
Equity 

portion of 
convertible 
debentures 

 
Accumulated 

other 
comprehensive 

income  
Accumulated 

deficit  

Attributable 
to owners of 

the Company  

Non- 
controlling 

interest  Total 

Balance, October 31, 2017 $ 667,625  $ -  $ - $ 
- 

$ 
- 

$ 51,021  $ (10,375,481) $ (9,656,835) $ -  $ (9,656,835) 

Income for the period  -  -  -  -  
- 

 -  325,496  325,496  -  325,496 

Balance, January 31, 2018  667,625   -  -  -  -  51,021  (10,049,985)  (9,331,339)  -  (9,331,339) 

Shares issued for cash  445,353   -   -  -  -  -   -   445,353   -   445,353  

Shares issued on debt conversion   851,987   -   -  -  -  -   -   851,987   -   851,987  

Shares issued for services rendered  145,561   -   -  -  -  -   -   145,561   -   145,561  

Shares issued on conversion of convertible debentures   668,683   -   -  -  -  -   -   668,683   -   668,683  

Shares and warrants issued on corporate reorganization   31,987,000   -   241,700  -  -  -   (10,788,572)  21,440,128   -   21,440,128  

Eliminated on corporate reorganization   (2,779,209)  -   -  -  -  -   -   (2,779,209)  -   (2,779,209) 

Dividends on corporate reorganization   -      -  -  -  -   (4,492,268)  (4,492,268)  -   (4,492,268) 

Shares issued on High Tide incorporation   20,000   -   -  -  -  -   -   20,000   -   20,000  

Private placement   3,705,000   -   -  -  -  -   -   3,705,000   -   3,705,000  

Share issue costs – cash   (263,000)  -   -  -  -  -   -   (263,000)  -   (263,000) 

Broker warrants   (157,547)  -   157,547  -  -  -   -   -   -   -  

Intangible assets acquisition  289,840   -   -  -  -  -   -   289,840   -   289,840  

Special warrants  -   18,364,237   -  -  -  -   -   18,364,237   -   18,364,237  

Warrant issue costs  -   (2,000,207)  506,109  -  -  -   -   (1,494,098)  -   (1,494,098) 

Tax effect of share issue costs  113,549   540,055   -  -  -  -   -   653,604   -   653,604  
                     
Unrealized (loss) gain on available for sale marketable 
securities   -   -   -  -  -  (22,287)   22,287   -   -   -  
 
Reclassification of available for sale reserve upon settlement of 
marketable securities  -   -   -  -  -  (28,734)   28,734   -   -   -  

Loss for remainder of the year  -   -   -  -  -  -  (4,896,232)  (4,896,232)  (12,836)  (4,909,068) 

Balance, October 31, 2018 $ 35,694,842  $ 16,904,085  $ 905,356 $ - $ - $ -  $ (30,176,036) $ 23,328,247  $ (12,836) $ 23,315,411  

Transition adjustment – IFRS 9 (Note 3)  -  -  -  -  -  -  (26,116)  (26,116)  -  (26,116) 

Transition adjustment – IFRS 15 (Note 3)  -  -  -  -  -  -  (285,815)  (285,815)  -  (285,815) 

Conversion of special warrants (Note 17)  13,050,603  (16,904,085)  3,853,482  -  -  -  -  -  -  - 

Grasscity acquisition (Note 4)  4,205,035  -  -  -  -  -  -  4,205,035  -  4,205,035 

Share-based compensation (Note 16 (c))  -  -  -  1,232,083  -  -  -  1,232,083  -  1,232,083 

Equity portion of convertible debentures (Note 15)  -  -  -  -  616,458  -  -  616,458  -  616,458 

Cumulative Translation Adjustment   -  -  -  -  -  1,058  -  1,058  -  1,058 

Loss for the period  -  -  -  -  -  -  (3,779,617)  (3,779,617)  (41,898)  (3,821,515) 

Balance, January 31, 2019 $ 52,950,480 $ - $ 4,758,838 $ 1,232,083 $ 616,458 $ 1,058 $ (34,267,584) $ 25,291,333 $ (54,734) $ 25,236,599 



High Tide Inc.  
Condensed Interim Consolidated Statements of Cash Flows 
For the three months ended January 31,  

       (Unaudited) - Stated in Canadian dollars 

The accompanying notes are an integral part of the consolidated financial statements. 4 

  2019  2018 

     

Operating activities     

(Loss) income for the year  $ (3,821,515) $ 325,496  

Income tax recovery (Note 14)  (1,229,988)  -  

Depreciation (Notes 10 and 11)    186,047  10,432  

Gain on disposal of assets  (2,655)  -  

Share-based compensation (Note 16(c))  1,232,083  -  

Discount on accounts receivable (Note 21)  (23,975)  -  

 $ (3,660,003) $ 335,928  

Change in working capital accounts:     

Accounts receivable  (613,333)  (1,264,862) 

Inventory  (1,342,647)  (203,832) 

Prepaid expenses, deposits and other receivables  1,025,721  25,287 

Loans receivable  13,452  207,903 

Advances to related parties  -   177,877 

Accounts payable and accrued liabilities  692,887  (34,527) 

Contract liability  (140,960)  - 

Shareholder loans  155,000  958,257 

Income tax paid  (72,798)  - 

Cash flows (used in) provided by operating activities $ (3,942,631) $ 202,031 

      

Investing activities      

Purchase of property and equipment (Note 11)  (3,085,186)  (14,758) 

Purchase of intangible assets (Note 10)  (301,259)  - 

Proceeds on disposal of property and equipment   2,655  - 

Grasscity acquisition (Note 4)  (4,687,947)  - 

Cash flows used in investing activities $ (8,071,737) $ (14,758) 

      

Financing activities     

Repayment of finance lease obligations (Note 13) $ (1,394)   $ (7,619) 

Proceeds from convertible debentures net of issue costs (Note 15)  10,780,282   296,000  

Cash flows provided by  financing activities $ 10,778,838 $ 288,381 

      

Increase (decrease) in cash  $ (1,235,530)  $ 475,654 

Cash and cash equivalents, beginning of the year  8,198,164   1,067,493 

Cash and cash equivalents, end of the year $ 6,962,634   $ 1,543,147 



High Tide Inc.  
Notes to the Condensed Interim Consolidated Financial Statements 
For the three months ended January 31, 2019 and 2018 

      (Unaudited) - Stated in Canadian dollars 

5 

 
1. Nature of Operations 

High Tide Inc. (“High Tide” or the “Company”) was incorporated under the Business Corporations Act (Alberta) on February 
8, 2018. Effective December 17, 2018, the Company began trading on the Canadian Stock Exchange under the symbol 
“HITI”. Effective January 31, 2019, the Company began trading on the Frankfurt Stock Exchange under the securities 
identification code ‘WKN: A2PBPS’ and the ticker symbol ‘2LY’. The address of the Company’s corporate and registered 
office is 120 – 4954 Richard Road SW, Calgary, Alberta T3E 6L1. 

The Company is primarily involved in wholesale and retail sales of cannabis and smoking accessories.   

On November 20, 2018, the Company announced it had filed its final prospectus in connection with the proposed public 
offering of special warrants of the Company. The final prospectus qualifies the distribution of the 36,728,474 common shares 
and 18,364,236 common share purchase warrants. Each common share purchase warrant is exercisable to acquire one 
common share at a price of $0.75 for 24 months following the date on which the common shares are listed and posted for 
trading on the Canadian Securities Exchange. Effective December 17, 2018, the Company’s common shares were listed on 
the Canadian Securities Exchange (“CSE”) under the stock symbol “HITI”.   

High Tide does not engage in any U.S. cannabis-related activities as defined by the Canadian Securities Administrators Staff 
Notice 51-352.   

2. Accounting Policies 

A. Basis of Preparation 

These unaudited condensed interim consolidated financial statements (“Financial Statements”) have been prepared in 
accordance with International Accounting Standard (“IAS”) 34 Interim Financial Reporting as issued by the International 
Accounting Standards Board (“IASB”). They are condensed as they do not include all of the information required for full 
annual financial statements, and they should be read in conjunction with the audited consolidated financial statements of the 
company for the year ended October 31, 2018 which are available on SEDAR at www.sedar.com.  

These Financial Statements were approved and authorized for issue by the Board of Directors on April 1st, 2019. 

The principles used to prepare the comparative financial statements are similar to those used to prepare the Financial 
Statements and represent the assets, liabilities and equity at January 31, 2018, and the results of operations, changes in 
equity and cash flows for the period then ended of RGR, Smoker’s and Famous Brandz, after eliminating all inter-company 
transactions, balances and unrealized gains/losses on transactions between these entities, as these entities were under 
common control.  

Details of the entities contained in these consolidated financial statements are as follows: 

Entity Principle activity 
Place of business and 
operations 

Equity  
percentage 

RGR Wholesale of smoking accessories Calgary, Alberta 100% 
Famous Brandz Wholesale of smoking accessories Toronto, Ontario 100% 
Smoker’s  Retail of smoking accessories Calgary, Alberta 100% 
Grasscity (Note 4) Retail of smoking accessories Amsterdam, Netherlands 100% 
KushBar Retail of cannabis* Calgary, Alberta   50.1% 
Canna Cabana Retail of cannabis Calgary, Alberta 100% 
Kush West  Wholesale of cannabis* Regina, Saskatchewan 100% 

* As at January 31, 2019, KushBar and Kush West were not operating and were awaiting the receipt of applicable business licences and 
regulatory approvals.  

Basis of measurement 

These Financial Statements have been prepared on the historical cost basis except for certain financial instruments that 
have been measured at fair value. 

Functional and presentation currency 

These Financial Statements are presented in Canadian dollars (“$”), which is the Company’s and its subsidiaries functional 
currency, except for the newly acquired Grasscity subsidiary (Note 4), which uses the Euro (“€”) as its functional currency.  

 

 

 

http://www.sedar.com/
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For the three months ended January 31, 2019 and 2018 
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6 

 

2. Accounting Policies (continued) 

B. Use of estimates and judgments 

The preparation of these Financial Statements in conformity with IAS 34 requires management to make judgments, estimates 
and assumptions that affect the reported amounts of assets, liabilities and shareholders’ equity at the date of the consolidated 
financial statements and the reported amounts of revenues and expenses during the year. Although these estimates are 
based on management’s best knowledge of the amount, event or actions, actual results ultimately may differ from those 
estimates.   

The estimates and assumptions are reviewed on an ongoing basis. Revisions in accounting estimates are recognized in the 
year in which the estimate is revised if the revision affects only that year, or in the year of the revision and future years if the 
revision affects both current and future years. Significant judgments, estimates and assumptions used in the preparation of 
the Financial Statements are described in Note 4 of the Company’s audited consolidated financial statements for the year 
ended October 31, 2018, and in Note 3 below. 

3. Significant Accounting Policies  

A. Current Accounting Changes 

I. IFRS 9 Financial Instruments 

Effective November 1, 2018, the Company adopted IFRS 9, which introduces new requirements for:  

i) The classification and measurement of financial assets and liabilities,  
ii) The recognition and measurement of impairment of financial assets, and 
iii) General hedge accounting 

 

In accordance with the transition provisions of the standard, the Company has elected to not restate prior periods. The impact 

of adopting IFRS 9 was recognized in Accumulated Deficit at November 1, 2018 and related to the recognition of additional 

expected credit losses. The net impact resulted in an increase in the expected credit losses allowance of $35,776, an 

increase in deferred income tax assets of $9,660, and a $26,117 increase in Accumulated Deficit. 

The Company's accounting policies under IFRS 9 are outlined below. For more information on the Company's accounting 

policies under IAS 39, refer to Note 4 of the Company's consolidated financial statements for the annual period ended 

October 31, 2018. 

a. Classification and Measurement 

IFRS 9 introduces the requirement to classify and measure financial assets based on their contractual cash flow 

characteristics and the Company's business model for the financial asset. All financial assets and financial liabilities, including 

derivatives, are recognized at fair value on the consolidated statements of financial position when the Company becomes 

party to the contractual provisions of a financial instrument or non-financial derivative contract. Financial assets must be 

classified and measured at either amortized cost, at fair value through profit or loss (“FVTPL”), or at fair value through other 

comprehensive income (“FVTOCI”). 

Financial assets with contractual cash flows arising on specified dates, consisting solely of principal and interest, and that 

are held within a business model whose objective is to collect the contractual cash flows are subsequently measured at 

amortized cost. Financial assets measured at FVTOCI are those which have contractual cash flows arising on specific dates, 

consisting solely of principal and interest, and that are held within a business model whose objective is to both to collect the 

contractual cash flows and to sell the financial asset. All other financial assets are subsequently measured at FVTPL.  

Financial liabilities are classified as FVTPL when the financial liability is held for trading. All other financial liabilities are 

subsequently measured at amortized cost.  
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3. Significant Accounting Policies (continued) 

The Company does not currently have any derivative financial instruments. Derivative instruments, when utilized, would 

initially be recognized at the fair value at the date the derivative contracts were entered into, and would be subsequently 

remeasured to their fair value at the end of each reporting period. The resulting gain or loss would be recognized in net 

earnings immediately, unless the derivative was designated and effective as a hedging instrument, in which case the timing 

of the recognition in net earnings would be dependent on the nature of the hedging relationship.  

Derivatives embedded in non-derivative host contracts that are not financial assets within the scope of IFRS 9 (i.e. financial 

liabilities) are treated as separate derivatives when they meet the definition of a derivative, their risks and characteristics are 

not closely related to those of the host contracts, and the host contracts are not measured at FVTPL. Derivatives embedded 

in hybrid financial asset host contracts that are within the scope of IFRS 9 are not separated and the entire contract is 

measured at either FVTPL or amortized cost, as appropriate. The Company's management reviewed and assessed the 

classifications of its existing financial instruments as at November 1, 2018, based on the facts and circumstances that existed 

at that date, as shown below.  

 

 

 

 

 

b. Impairment of Financial Assets 

IFRS 9 introduces a new impairment model for financial assets measured at amortized cost as well as certain other 

instruments. The expected credit loss model requires entities to account for expected credit losses on financial assets at the 

date of initial recognition, and to account for changes in expected credit losses at each reporting date to reflect changes in 

credit risk. IFRS 9 introduces a new impairment model for financial assets measured at amortized cost as well as certain 

other instruments. The expected credit loss model requires entities to account for expected credit losses on financial assets 

at the date of initial recognition, and to account for changes in expected credit losses at each reporting date to reflect changes 

in credit risk.  

The loss allowance for a financial asset is measured at an amount equal to the lifetime expected credit loss if its credit risk 

has increased significantly since initial recognition, or if the financial asset is a purchased or originated credit-impaired 

financial asset.  

If the credit risk on a financial asset has not increased significantly since initial recognition, its loss allowance is measured at 

an amount equal to the 12-month expected credit loss.  

IFRS 9 states that an entity must measure trade receivables at their transaction price (as defined in IFRS 15 Revenue from 

Contracts with Customers) if the trade receivables do not contain a significant financing component (or when the entity 

applies the available practical expedient). This ‘simplified approach’ permits the use of a provision matrix model for measuring 

the loss allowance for trade receivables, contract assets and lease receivables at an amount equal to lifetime expected credit 

losses under certain circumstances.  

The Company measures its trade receivables and contract assets using the simplified approach. Expected credit losses 

measurement takes into consideration historical customer default rates, adjusted by forward-looking information including 

household consumption and consumer price indices, as well as real gross domestic product. The Company also 

contemplates the grouping of receivables into various customer segments that have similar loss patterns (e.g. by geography).  

The Company uses the general approach to measure the expected credit loss for certain loans receivable and lease 

receivables. 

The Company's management reviewed and assessed its existing financial assets for impairment using reasonable and 

supportable information in accordance with the requirements of IFRS 9 to determine the credit risk of the respective items at 

the date they were initially recognized and compared that to the credit risk as at November 1, 2018. There was an increase 

in credit risk determined upon application of IFRS 9 and therefore an additional loss allowance of $35,776 was recognized.  

 

Financial Instrument IAS 39 Category IFRS 9 Classification 

Cash and cash equivalents Loans and receivables Amortized cost 

Loans receivable Loans and receivables Amortized cost  

Accounts receivable Loans and receivables Amortized cost 

Accounts payable and accrued liabilities Other financial liabilities Amortized cost 

Credit facilities and long-term debt Other financial liabilities Amortized cost 



High Tide Inc. 
Notes to the Condensed Interim Consolidated Financial Statements 
For the three months ended January 31, 2019 and 2018 

 (Unaudited) - Stated in Canadian dollars 

8 

3. Significant Accounting Policies (continued)

c. General Hedge Accounting

IFRS 9 retains the three types of hedges from IAS 39 (fair value hedges, cash flow hedges and hedges of a net investment 

in a foreign operation) but increases flexibility as to the types of transactions that are eligible for hedge accounting. The 

effectiveness test of IAS 39 is replaced by the principle of an “economic relationship”, which requires that the hedging 

instrument and the hedged item have values that generally move in opposite directions because of the hedged risk. 

Additionally, retrospective hedge effectiveness testing is no longer required under IFRS 9.  

As the Company does not engage in hedge accounting, the application of IFRS 9 hedge accounting requirements has had 

no impact on the results and financial position of the Company. 

II. IFRS 15 Revenue from Contracts with Customers

The Company has adopted IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) with an initial adoption date of 

November 1, 2018. As a result, the Company has changed its accounting policy for revenue recognition, which is outlined 

below. The Company has elected to adopt IFRS 15 retrospectively with the modified retrospective method of transition 

practical expedient and has elected to apply IFRS 15 only to contracts that are not completed contracts at the date of initial 

application. Comparative information has not been restated and is reported under IAS 18 Revenue (“IAS 18”). Refer to the 

Company's most recent audited consolidated financial statements for information on its prior accounting policy.   

The Company recognized the cumulative impact of the initial application of the standard as a reclassification on the 

Consolidated Statement of Financial Position as well as an increase in Accumulated Deficit as at November 1, 2018. Applying 

the significant performance obligation requirements to specific contracts resulted in the following: 

i) A decrease in accounts payable and accrued liabilities of $157,927,
ii) An increase in Accumulated Deficit of $285,815, and,
iii) An increase in short-term and long-term contract liability of $166,227 and $277,515 respectively.

The impact to Accumulated Deficit related to franchise arrangements. IFRS 15 requires that, in determining the timing of 

revenue recognition, that if there is a reasonable expectation that the franchisor will undertake activities that will significantly 

affect the brand name to which the franchisee has rights, and the franchisee is directly exposed to any positive or negative 

effects of that brand and image throughout the franchise period, that the performance obligation is satisfied over the period 

of the franchise agreement, or in the case of specific brand development activities, deferred as a contract liability until such 

time as the related activity and associated costs are incurred. 

There were no impacts to the statement of cash flows as a result of adopting IFRS 15. 

a. Revenue from Contracts with Customers

The majority of the Company’s revenues from contracts with customers are derived from the wholesale and retail sale of 

smoking accessories and cannabis products, and from franchise arrangements. 

The Company evaluates whether the contracts it enters into meet the definition of a contract with a customer at the inception 

of the contract and on an ongoing basis if there is an indication of significant changes in facts and circumstances. Revenue 

is measured based on the transaction price specified in a contract with a customer. Revenue is recognized when control of 

the goods or services is transferred to the customer. For certain contracts, revenue may be recognized at the invoiced amount, 

as permitted using the invoice practical expedient, if such amount corresponds directly with the Company’s performance to 

date. The Company excludes amounts collected on behalf of third parties from revenue.  

Performance Obligations 

Each promised good or service is accounted for separately as a performance obligation if it is distinct. The Company’s 

contracts may contain more than one performance obligation.  
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3. Significant Accounting Policies (continued) 

Transaction Price  

The Company allocates the transaction price in the contract to each performance obligation. Transaction price allocated to 

performance obligations may include variable consideration. Variable consideration is included in the transaction price for 

each performance obligation when it is highly probable that a significant reversal of the cumulative variable revenue will not 

occur. Variable consideration includes variability in quantity and pricing as well as the right of return in certain distribution  

agreements. The consideration contained in the majority of the Company’s contracts with customers is primarily non-variable.  

When multiple performance obligations are present in a contract, transaction price is allocated to each performance obligation 

in an amount that depicts the consideration the Company expects to be entitled to in exchange for transferring the good or 

service. The Company estimates the amount of the transaction price to allocate to individual performance obligations based 

on their relative standalone selling prices, which is primarily estimated based on the amounts that would be charged to 

customers under similar market conditions or is based on details of the respective agreements. 

Recognition  

The nature, timing of recognition of satisfied performance obligations, and payment terms for the Company’s goods and 

services are described below: 

For performance obligations related to retail and wholesale contracts, the Company typically transfers control, completes the 

performance obligation, and recognizes revenue at the point in time when delivery of the items to the customer occurs, with 

the exception of bill and hold arrangements as noted below. Upon delivery the customer can obtain substantially all of the 

benefits from the items purchased. 

For performance obligations related to franchise contracts, the Company typically satisfies its performance obligations at a 

point in time, or over time as services are rendered, depending on the obligation and the specifics of the contract. 

The Company recognizes a contract asset or contract liability for contracts where only one party has satisfied its performance 

obligations. A contract liability is recorded when the Company receives consideration before the performance obligations 

have been satisfied. A contract asset is recorded when the Company has rights to consideration for the completion of a 

performance obligation before it has invoiced the customer. The Company recognizes unconditional rights to consideration 

separately as a receivable. Contract assets and receivables are evaluated at each reporting period to determine whether 

there is any objective evidence that they are impaired.  

The Company recognizes a significant financing component where the timing of payment from the customer differs from the 

Company’s performance under the contract and where that difference is the result of the Company financing the transfer of 

goods and services. For the majority of the contracts, revenue excludes the impact of a significant financing component since, 

as a practical expedient, the standard provides that an entity need not adjust the promised amount of consideration for the 

effects of a significant financing component if the entity expects, at contract inception, that the period between when the entity 

transfers a promised good or service to a customer and when the customer pays for that good or service will be one year or 

less. 

b. Significant Judgments  

Identification of performance obligations  

Where contracts contain multiple promises for goods or services, management exercises judgement in determining whether 

goods or services constitute distinct goods or services or a series of distinct goods that are substantially the same and that 

have the same pattern of transfer to the customer. The determination of a performance obligation affects whether the 

transaction price is recognized at a point in time or over time. Management considers both the mechanics of the contract and 

the economic and operating environment of the contract in determining whether the goods or services in a contract are 

distinct.  

Transaction price  

In determining the transaction price and estimates of variable consideration, management considers the history of the 

customer in estimating the goods and services to be provided to the customer as well as other variability in the contract. 

  



High Tide Inc. 
Notes to the Condensed Interim Consolidated Financial Statements 
For the three months ended January 31, 2019 and 2018 

 (Unaudited) - Stated in Canadian dollars 

10 

3. Significant Accounting Policies (continued)

Allocation of transaction price to performance obligations 

The Company’s contracts generally outline a specific amount to be invoiced to a customer associated with each performance 

obligation in the contract. Where contracts do not specify amounts for individual performance obligations, the Company 

estimates the amount of the transaction price to allocate to individual performance obligations based on their standalone 

selling price, which is primarily estimated based on the amounts that would be charged to customers under similar market 

conditions.  

Satisfaction of performance obligations 

The satisfaction of performance obligations requires management to make judgment as to when control of the underlying 

good or service transfers to the customer. Determining when a performance obligation is satisfied affects the timing of revenue 

recognition. Management considers both customer acceptance of the good or service, and the impact of laws and regulations 

such as standard shipping practices, in determining when this transfer occurs. Management also applies judgment in 

determining whether the invoice practical expedient can be relied upon in measuring progress toward complete satisfaction 

of performance obligations. The invoice practical expedient permits recognition of revenue at the invoiced amount, if that 

invoiced amount corresponds directly with the entity's performance to date.  

c. Other Items

Contract acquisition costs (including commissions) 

Contract acquisition costs related to sales order and service type contracts are expensed immediately. The Company elects 

to use the practical expedient that permits immediate expensing of all contract acquisition costs where that contract is 

anticipated to be complete within one year.  

Warranties 

The Company does not offer an option to purchase additional warranties and does not provide any additional services as part 

of any warranty.  The warranties provided relate to product compliance to agreed-upon specifications and are considered an 

assurance type warranty. Warranties will continue to be accounted for under previous IFRS guidance.  

Consignment and principal verse agent considerations 

The new revenue standard focuses on recognizing revenue as an entity transfers control of a good or service to a customer. 

This could affect how an entity evaluates its position in a transaction as either a principal or an agent. The new revenue 

standard provides that an entity is a principal in a transaction if it controls the specified goods or services before they are 

transferred to the customer. 

The Company has entered into an arrangement whereby assets are transferred by the Company to another party (a 

“Consignee”) for storage. The Company continues to act in the capacity of the principal as evidenced by the Company’s ability 

to control the assets until the sale of the product to an external customer.   

Bill and hold arrangements 

In some sales transactions, the Company fulfils its obligations and bills the customer for the work performed but does not ship 

the goods until a later date. These transactions are designed this way at the request of the customer and are typically due to 

the customer’s lack of available storage space for the product, or due to delays in the customer’s retail location construction 

schedules. The custodial aspect of these arrangements tends to be minimal as the Company typically holds onto the products 

for a short period of time. 
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3. Significant Accounting Policies (continued) 

Right of return 

The Company has entered into distribution agreements whereby the Company provides for a right of return to the distributor 

(reseller) of the Company’s products. The Company accounts for the right of return product as a refund liability since amounts 

that are received (or receivable) that are expected to be returned represents an obligation to return the customer’s 

(distributor’s) consideration. The Company recognizes revenue based on the amount to which it expects to be ‘entitled’ 

through to the end of the return period (considering expected product returns). The Company recognizes the portion of the 

revenue subject to the right of return constraint once the amount is no longer constrained. The Company continually assesses 

the position that it is highly probable that a significant reversal in the amount of cumulative revenue recognized will not occur 

when the uncertainty associated with the variable consideration related to the right to return has been resolved. 

B. Future Accounting Changes 

In January 2016, the IASB issued IFRS 16 – Leases (“IFRS 16”), which requires lessees to recognize all leases on the 
statement of Financial Position. IFRS 16 is effective for annual periods beginning on or after January 1, 2019 with earlier 
application permitted. The Company will adopt IFRS 16 on November 1, 2019. 

The Company is currently evaluating the impact of the above standard on its Financial Statements. 
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4. Business Combinations 

Completed during the three months ended January 31, 2019  Grasscity Acquisition 

Total consideration $ 

Cash paid                                   4,732,011 

Share consideration 4,205,035 

                                    8,937,046  

Net identifiable assets acquired (liabilities assumed)  

Cash                                         44,064  

Accounts receivable                                        79,704 

Prepaid expenses and deposits                                       124,569  

Inventory                                      669,160  

Property and equipment                                        62,801  

Intangible assets  

Software - Webstore                                   741,900  

Software - Forums                                        81,900  

Brand name                                   1,539,100  
Grasscity Forums                                      312,300  

                                    3,655,498  
 

 

Accounts payable and accrued liabilities                                      (704,140) 

                                     2,951,358  

Purchase price allocation  
Net identifiable assets acquired                                    2,951,358 

Goodwill  
Assembled workforce                                      474,000  

Goodwill other than workforce                                     5,511,688  

                                    8,937,046  

Net cash outflows  
Cash consideration paid                                 (4,732,011) 

Cash acquired                                       44,064  

                                  (4,687,947) 
 

On December 6, 2018, the Company, through its newly formed Dutch subsidiary, High Tide Inc., B.V., entered into a share 

purchase agreement to acquire all of the issued and outstanding shares of three entities, SJV B.V., SJV2 B.V. and SJV USA 

Inc. (collectively “Grasscity”) that together operate under the name Grasscity. The transaction closed on December 19, 2018 

(the “Acquisition Date”). Based in Amsterdam, Netherlands, Grasscity is an online retailer for smoking accessories and 

cannabis lifestyle products that has been operating for over 20 years. The Company acquired Grasscity to increase its 

customer base, establish an international presence, and to leverage synergies to further enhance High Tide’s vertically-

integrated supply chain, manufacturing expertise, and distribution networks.  

The Company acquired all of the issued and outstanding shares of Grasscity for aggregate consideration of $8,937,046 
which included 8,410,070 common shares with a fair value of $4.2 million. 
 
Management is in the process of gathering the relevant information that existed at the acquisition date to determine the fair 

value of the net identifiable assets acquired and liabilities assumed. As such, the initial purchase price was provisionally  

allocated based on the Company's estimated fair value of the identifiable assets acquired and the liabilities assumed on the 

acquisition date. The values assigned are, therefore, preliminary and subject to change. Management continues to refine 

and finalize its purchase price allocation for the fair value of identifiable intangible assets, property plant and equipment, and 

the allocation of goodwill. 

Goodwill other than workforce represents expected synergies, future growth, and other intangibles that do not qualify for 

separate recognition. None of the goodwill arising on this acquisition is expected to be deductible for tax purposes. 

The Company incurred various legal and due diligence related fees totalling $40,074; these costs have been included as 
professional fees in the Financial Statements.  

For the three months ended January 31, 2019, Grasscity accounted for $644,546 in revenues and $125,746 in net loss. 
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5. Revenue from Contracts from Customers

A. Disaggregation of Revenue

The majority of the Corporation's revenues are derived from retail and wholesale sales, as well as revenue from franchise 

arrangement, which the Corporation disaggregates into the following groups for the purpose of determining how economic 

factors affect the recognition of revenue. 

for the 3 months ended January 31, 2019 Retail Wholesale Total 

      $      $          $ 
Primary geographical markets 

Canada   2,254,596  1,810,113  4,064,709 

USA      612,319      248,735          861,054 

International          32,227  42,698    74,925 

Total revenue   2,899,142  2,101,546   5,000,688 

Major products and services 

Cannabis   1,623,338 - 1,623,338

Smoking accessories   1,188,590   2,101,546 3,290,136

Franchise royalties and fees        87,214 - 87,214

Total revenue   2,899,142   2,101,546  5,000,688 

Timing of revenue recognition 

Transferred at a point in time   2,897,067  2,101,546  4,998,613 

Transferred over time   2,075 - 2,075

Total revenue   2,899,142   2,101,546  5,000,688 

B. Contract Balances

Contract Liability 

Short-term Long-term 

Opening Balance - Nov 1, 2018 $    166,227  $    277,515 

Less:  Revenue recognized related to opening contract positions  (160,002)   -   

Reclassify: Long-term to short-term   2,075      (2,075) 

Add:  New deposits received in the period   371,931      15,023 

Less:  Revenue recognized in the period on new contracts  (367,862)   -   

Ending balance - Jan 31, 2019  $    12,369  $    290,463 

C. Remaining Performance Obligations

For contracts that are greater than one year, the table below discloses the aggregate amount of the transaction price 

allocated to performance obligations that are unsatisfied (or partially unsatisfied) as of the end of the reporting period and 

when the Company expects to recognize this revenue. 

Timing as at January 31, 2019 (*) 

One year or less 1-2 Years >2 years  Total 

Customer Deposits  $    4,069  $  - $ - $   4,069 

Franchise agreements (Franchise fees)   8,300  8,300     47,725  64,325 

Franchise agreements (Brand development)  -  -    234,438      234,438 

 $    12,369  $   8,300 $      282,163 $   302,832 

* This disclosure does not include revenue related to performance obligations that are part of a contract whose original expected duration

is one year or less. In addition, this disclosure does not include expected consideration related to performance obligations for which the

Company elects to recognize revenue in the amount it has a right to invoice.
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6. Accounts Receivable 

 January 31, 2019  October 31, 2018  

Trade receivables $      2,292,586  $        1,689,430  
Allowance for doubtful receivables (117,613) (127,790) 

 $      2,174,973  $        1,560,640  
Less: current portion (1,449,881) (855,221)  

Long-term portion $         725,092       $           706,419  

See Note 21 for additional information regarding credit risk and the discounting of accounts receivable. 

 

7. Inventory 

 January 31, 2019  October 31, 2018  

Finished goods  $     5,198,417  $        4,054,026  
Provision for obsolescence (392,694) (590,950) 

 $     4,805,723  $        3,463,076  

 

8. Prepaid Expenses, Deposits and Other Receivables 

 
January 31, 2019  October 31, 2018  

Business acquisition deposit  $                  -  $          896,660  
Deposits on cannabis retail outlets  1,690,760  1,038,527  
Prepaid insurance, licenses and other 751,333  404,526  
Prepaid marketing contract (i) 2,100,000  2,400,000  
Advances to related party for purchases of inventory (ii) 563,016  862,891  
Advances to third party vendor for purchases of inventory (iii) -  504,381  
Other receivable from related parties  -  23,845  

 $   5,105,109  $      6,130,830  
Less current portion (4,205,109) (4,930,830) 

Long term portion $      900,000  $      1,200,000  

(i)  This is a full advance payment in connection with the establishment and formation of a marketing and investor relations 
services that is effective November 2018 through October 2020. In addition, the Company is required to reimburse any 
out of pocket expenses and disbursements that will be billed as and when incurred. 

(ii) This is an advance to 1990299 Alberta Ltd., a company controlled by the Company’s President and CEO, that primarily 
facilitates the import of goods and transfers these imported goods to the Company at cost as the importer of record. See 
Note 23, for additional information. 

(iii) Advances for the purchase of inventory from an arm’s length vendor, are accounted for at fair value. 

 
 
9. Loans Receivable 

 January 31, 2019  October 31, 2018  

Term loans (i) $         48,844  $         62,296  
Demand loan  -  1,093,750  
Demand loan written-off  - (1,093,750) 

Total loans receivable $        48,844  $        62,296  

(i) Term loans are due from franchisees and relate to acquisitions of the sub-lease location from the Company and initial 
inventory. Term loans are secured by promissory notes, bear interest at 7% (2018 - ranging between 5% and 7%) per 
annum and require blended payments of principal and interest between $866 and $4,477 monthly. The Company 
maintains the head lease to all franchisee locations. 
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10. Intangible Assets 

 Software Lease buy-out 
 

Brand Name Total 

Cost 
$ $ $ $ 

Balance, October 31, 2018         158,989          777,286                          -          936,275 
Additions (i) (ii) and (iii) 1,429,302 254,470 1,539,100 3,222,872 

Balance, January 31, 2019     1,588,291       1,031,756          1,539,100       4,159,147 

Accumulated depreciation     
Balance, October 31, 2018             2,235                      -                          -              2,235 

Charge for the period 2,282 528                          - 2,810 

Balance, January 31, 2019             4,517                 528                        -              5,045     

Net book value     
Balance at October 31, 2018         156,754          777,286                         -          934,040 

Balance at January 31, 2019      1,583,774       1,031,228         1,539,100         4,154,102 

(i) On November 1, 2018, the Company purchased all the assets of 2107746 Alberta Ltd. and MK Light It Up Inc. which 
had been operating a Smoker’s Corner franchise on Edmonton Trail in Calgary Alberta. The assets which included 
the franchise rights, leaseholds and inventory were purchased for the amount $371,013 with $200,409 being settled 
in cash and the balance being used to settle all outstanding debts between MK Light It Up Inc., Smoker’s Corner 
Ltd. and RGR Canada Inc. The Company intends to use this location to open a Canna Cabana retail store.  

(ii) On December 6, 2018, the business acquisition of 1920 62 Avenue S.E. Calgary was cancelled by Canna Cabana, 
$80,000 was reclassed from an intangible asset to a lease acquisition fee.  

(iii) The Brand name as well as software assets for $1,136,100 were acquired as part of the acquisition of Grasscity.  

Two lease buy-out additions have been amortized as they were available for use during the period. In line with the 
requirements of IFRS, the Company carried out an impairment test of its definite life intangible assets that were not 
available for use. Management has determined that the recoverable amount exceeds the carrying value of these 
intangible assets. Accordingly, no impairment has been recorded. 

 

11. Property and Equipment 
 

 

Office 
equipment and 

computers 
Leasehold 

improvements Vehicles Buildings Total 

 $ $ $ $ $ 

Cost           

Balance, October 31, 2017   49,312  321,440  162,973  -  533,725 
Additions   144,008  3,287,548  4,000  145,000  3,580,556 

Balance, October 31, 2018  193,320  3,608,988  166,973  145,000  4,114,281 
Additions (i)  153,616  2,967,696  743  -  3,122,055 

Balance, January 31, 2019  346,936  6,576,684  167,716  145,000  7,236,336 

Accumulated depreciation           
Balance, October 31, 2017  24,771  311,369  96,334  -  432,474 

Charge for the year  24,567  13,846  45,169  -  83,582 

Balance, October 31, 2018  49,338  325,215  141,503  -  516,056 
Charge for the period  9,492  171,676  2,069  -  183,237 

Balance, January 31, 2019  58,830  496,891  143,572  -  699,293 

Net book value           
Balance, October 31, 2018  143,982  3,283,773  25,470  145,000  3,598,225 

Balance, January 31, 2019  288,106  6,079,792  24,144  145,000  6,537,042 

 (i) $1,010,743 was incurred for new office and warehouse in November and December 2018, the new office and warehouse 
were available for use on January 1, 2019.  
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12. Accounts Payable and Accrued Liabilities

January 31, 2019 October 31, 2018 

Accounts payable $     2,065,578 $    1,087,506 
Accrued salaries 181,743 130,243 
Accrued liabilities 715,357 869,462 
Other payables 245,772 427,619 

$    3,208,450 $    2,514,830 

13. Finance Lease Obligation

January 31, 2019 October 31, 2018 

3.49% per annum vehicle loan, payable in monthly installments of 
$526 including principal and interest, maturing in June 2022. The 
vehicle has been pledged as security (Note 11). 22,046 23,440 

Less: current portion (6,177) (6,127) 

$    15,869         $ 17,313 

14. Taxes

Reconciliation of effective tax rate: 

The provision for income taxes differs from the result that would have been obtained by applying the consolidated federal 
and provincial tax rates to the income before taxes. The difference results from the following items: 

2019 2018 

(Loss) income before taxes $    (5,051,503) $   325,496 

Statutory income tax rate (%) 27% 27% 

Expected taxes at statutory rate (1,363,906) 87,884 

Increase in taxes resulting from: 

   Rate differential - - 

   Non-deductible items 2,743 - 

   Other items 131,165 (87,884) 

Income taxes (recovery) expense $    (1,229,988) $   - 

Income taxes 

The income tax expense (recovery) for the period is made up of the following: 

2019 2018 

Current tax expense $   96,706 $    - 

Deferred tax recovery (1,326,694) - 

$   (1,229,988) $  -
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14. Taxes (continued)

Deferred tax asset 

Changes in the deferred tax asset are as follows: 

January 31, 2019 October 31, 2018 

Balance, beginning of period $   1,974,223 $     479,225 

Deferred tax on adoption of IFRS 9 9,660 - 

Deferred tax recovery 1,326,694 1,494,998 

Balance, end of period $    3,310,577 $   1,974,223 

Deferred tax asset is comprised of the following: January 31, 2019 October 31, 2018 

Non-capital loss carry-forwards $   2,488,968 $   1,162,274 

Property and equipment and intangible assets (75,522) (75,522) 

Other items 738,762 729,102 

Capital loss carry-forwards 158,369 158,369 

Net deferred tax asset $   3,310,577 $   1,974,223 

As at January 31, 2019, the Company’s estimated non-capital losses that can be applied against future taxable profit at 
approximately $8,996,800. These non-capital losses expire in the years ended: 

October 31, 2036 - $76,528 
October 31, 2037 - $185,599 
October 31, 2038 - $4,083,788 
October 31, 2039 - $4,650,885 (estimated based on current period results) 

15. Convertible Debentures

On November 28, 2018, the Company entered into an agreement for a brokered private placement for the sale of up to 
20,000 convertible debentures of the Company, at a price of $1,000 per debenture for gross proceeds of up to $20,000,000.  
The net proceeds of the offering will be used by the Company to fund retail acquisitions, Canna Cabana and Smoker’s store 
upgrades, for strategic acquisition opportunities as well as for general working capital purposes. The debentures bear interest 
at a rate of 8.5% per annum, payable on the last business day of each calendar quarter. The debentures are convertible to 
common shares of the Company at a price of $0.75 per common share and mature two years from the closing of the offering. 
The lead agent has the option, at its discretion, to arrange for the purchase of up to an additional $20,000,000 in Debentures, 
for total proceeds of up to $40,000,000. The first closing occurred on December 13, 2018 issuing 11,330 debentures at a 
price of $1,000 per debenture for gross proceeds of $11,330,000. The company incurred $504,700 in issue costs and 
$45,018 in legal costs in relation to the first closing. 

16. Share Capital

(a) Authorized:

The Company is authorized to issue an unlimited number of Class A, Class B and Class C common shares. The holders of 
these common shares are entitled to:    

i) vote at all meetings of shareholders except at meetings when only holders of a specified class of shares are entitled
to vote;

ii) receive dividends at the discretion of the directors exclusive of other classes of shares of the Company; and
iii) receive the remaining property of the Company under dissolution equally.
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16. Share Capital (continued)

(b) Issued:

Common shares – Class A 
# $ 

Balance, October 31, 2017 18,400,200 667,625 

Issued for cash 11,113,817 445,353 

Issued on debt conversion 20,486,183 851,987 

Issued for services rendered  3,500,000 145,561 

Issued on conversion of convertible debentures  5,017,012 668,683 

Issued on incorporation of High Tide Inc.  2,760,000 20,000 

Issued to acquire common shares of RGR  6,128,304 1,195,600 

Issued to acquire preferred shares of RGR  45,128,840 8,804,400 

Issued to acquire common shares of Smoker’s   6,024,250 1,175,300 

Issued to acquire preferred shares of Smoker’s  50,358,600 9,824,700 

Issued to acquire common shares of Famous Brandz 30,324,120 10,987,000 

Eliminated upon reorganization  (58,517,212) (2,779,209) 

Issued for cash on private placement 10,225,800 3,705,000 

Share issue costs – broker warrants - (157,547) 

Share issue cost – cash - (263,000) 

Tax effect on share issue costs - 113,549 

Issued upon asset acquisition 800,000 289,840 

Balance, October 31, 2018 151,749,914 35,694,842 

Issued upon listing of securities (i) 36,728,474 13,050,603 

Issued upon closing of Grasscity acquisition (Note 4) 8,410,070 4,205,035 

Balance, January 31, 2019 196,888,458 52,950,480 

(i) On November 20, 2018, the Company filed its final prospectus in connection with its proposed public offering. The final
prospectus qualified, and the Company distributed, 36,728,474 common shares and 18,364,236 common share
purchase warrants.

(c) Employee Stock Option Plan:

The Company’s stock option plan limits the number of common shares reserved under the plan from exceeding a “rolling
maximum” of ten (10%) percent of the Company’s issued and outstanding common shares from time to time. The stock
options vest at the discretion of the Board of Directors, upon grant to directors, officers, employees and consultants of
the Company and its subsidiaries. The maximum exercise period of an option shall not exceed 10 years from the grant
date. Changes in the number of stock options, with their weighted average exercise prices, are summarized below:

Three months ended 
January 31, 2019 

Year ended  
October 31, 2018 

Number of 
options 

Weighted Average 
Exercise Price ($) 

Number of 
options 

Weighted Average 
Exercise Price ($) 

Balance, beginning of period - - - - 
Granted 9,262,500       0.50  - - 

Forfeited (500,000) 0.50 - - 

Balance, end of period 8,762,500    0.50 - - 

Exercisable, end of period 4,562,500 0.50 - - 

On November 21, 2018, the Company granted 9,262,500 incentive stock options to various officers, directors, 
employees and consultants. Subsequent to the grant date, 500,000 options were forfeited. The options were valued at 
$1,232,083 using the Black-Scholes model utilizing the following, weighted average assumptions: 

Risk Free Rate – 2.2% 
Volatility – 130% 
Option life – 3 years 
Exercise price - $0.50 
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16. Share Capital (continued)

(d) Transaction Costs

During the quarter, the Company incurred costs totalling $142,000 (January 31, 2018 - $nil) associated with becoming
a listed entity on the Canadian Securities Exchange which were expensed as transaction costs.

17. Special Warrants

Number of special 
warrants Amount 

Balance, October 31, 2017 - - 

Special warrants issued August 22, 2018 17,911,459 $       8,955,729 

Issue costs – Cash - (582,122) 

Issue costs – Broker warrants - (246,684) 

Issue costs – Legal fees - (177,702) 

Special warrants issued October 2, 2018 18,817,015 9,408,508 

Issue costs – Cash - (611,553) 

Issue costs – Broker warrants  - (259,425) 

Issue costs – Legal fees - (122,721) 

Tax effect on share issue costs - 540,055 

Balance, October 31, 2018 36,728,474 $     16,904,085 

Special warrants converted into units* November 27, 2018 (36,728,724) (16,904,085) 

Balance, January 31, 2019 - $  - 

* Each unit will comprise 1 share and ½ purchase warrant, with each full warrant exercisable to acquire one common share
at $0.75.

18. Warrants

Number of 
warrants Amount 

Balance, October 31, 2017 - - 

Issued in exchange for Famous Brandz’s warrants      1,194,590 $   241,700 

Issued to brokers for private placement  670,680 157,547 

Issued to brokers for special warrant financing 1,164,245 246,684 

Issued to brokers for special warrant financing  1,223,105 259,425 

Balance, October 31, 2018      4,252,620 $   905,356 

Special warrants converted into units November 27, 2018 (Note 16) 18,364,236 3,853,482 

Balance, January 31, 2019      22,616,856   $    4,758,838 

Outstanding warrants at January 31, 2019 were as follows: 

Number of 
warrants 

Weighted 
average price 

Weighted 
average 

number of 
years to expiry 

Warrants 1,194,590 $   0.4975 1.26 

Brokers warrants 670,680 0.3623 1.26 

Brokers warrants 1,164,245 0.3246 1.56 

Brokers warrants 1,223,105 0.3246 1.67 

Special warrants converted into units (Note 16) 18,364,236 0.7500 1.88 

Balance, January 31, 2019 22,616,856 $   0.6988 1.80 
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19. (Loss) Income Per Share

2019 2018 

(Loss) for the period (3,779,617) 325,496 

Non-controlling interest (41,898) - 

(Loss) income for the year attributable to owners of the Company (3,821,515) 325,496 

Weighted average number of common shares - basic and diluted 183,626,459 46,000,500 

Basic (loss) income per share (0.02) 0.01 

Dilutive (loss) income per share(i) (0.02) 0.01 

(i) The Company did not have any options, warrants or other potential dilutive common share instruments outstanding
during the period ended January 31, 2019.

20. Capital Management

The Company’s objectives when managing capital are to: 

i) Deploy capital to provide an appropriate return on investment to its shareholders;

ii) Maintain financial flexibility in order to preserve the Company’s ability to meet financial obligations; and

iii) Maintain a capital structure that provides financial flexibility to execute on strategic opportunities.

The Company’s strategy is formulated to maintain a flexible capital structure consistent with the objectives as stated above 
and to respond to changes in economic conditions and the risk characteristics of the underlying assets. The Board of 
Directors does not establish quantitative return on capital criteria for management, but rather promotes year-over-year 
sustainable profitable growth. The Company is not subject to any externally imposed capital requirements or covenants. 

The Company’s capital structure consists of equity, convertible debentures and working capital. In order to maintain or alter 
the capital structure, the Company may adjust capital spending, raise new debt and issue share capital. The Company 
expects that funds generated from operations, equity raises, the issuance of convertible debentures, and working capital 
amounts will provide sufficient capital resources and liquidity to fund existing operations through the remainder of fiscal 2019. 

21. Financial Instruments and Risk Management

The Company’s activities expose it to a variety of financial risks. The Company is exposed to credit, liquidity, and market risk 
because of holding certain financial instruments. The Company’s overall risk management program focuses on the 
unpredictability of financial markets and seeks to minimize potential adverse effects on the Company’s financial performance. 

Risk management is carried out by senior management in conjunction with the Board of Directors. 

A full analysis is provided in Note 20 of the audited consolidated financial statements with significant updates as follows: 

Fair value 

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable, marketable securities, loans 
receivable, advances to related parties, accounts payable and accrued liabilities, shareholders’ loans, finance lease 
obligations, preferred shares, the conversion feature of debentures, and warrants.  

IFRS establishes a three-level hierarchy that prioritizes the inputs relative to the valuation techniques used to measure fair 
value. Fair values of assets and liabilities included in Level 1 of the hierarchy are determined by reference to quoted prices 
in active markets for identical assets and liabilities. Fair value of assets and liabilities in Level 2 are determined using inputs 
other than quoted prices for which all significant outputs are observable, either directly or indirectly. Fair value of assets and 
liabilities in Level 3 are determined based on inputs that are unobservable and significant to the overall fair value 
measurement. Accordingly, the Company has categorized its financial instruments carried at fair value into one of three 
different levels depending on the observability of the inputs employed in the measurement. The Company’s cash and cash 
equivalents and marketable securities is subject to level 1 valuation.  

The carrying values of accounts receivable, advances to related parties, accounts payable and accrued liabilities and 
shareholder loans approximate their fair values due to the short-term maturities of these financial instruments. 

Loans receivable are non-derivative financial assets with fixed or determinable payments that are not quoted in an active 
market. The fair values of loans receivable are not materially different to their carrying amounts, since the interest rate on 
those loans is either close to current market rates or the notes are of a short-term nature. 
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21. Financial Instruments and Risk Management (continued)

Credit risk 

Credit risk arises when one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
its obligation. Financial instruments that subject the Company to credit risk consist primarily of cash, accounts receivable, 
marketable securities and loans receivable. The credit risk relating to cash and cash equivalents and marketable securities 
balances is limited because the counterparties are large commercial banks in Canada. The amounts reported for accounts 
receivable in the statement of financial position is net of allowances for doubtful accounts and bad debts and the net carrying 
value represents the Company’s maximum exposure to credit risk. Accounts receivable credit exposure is minimized by 
entering into transactions with creditworthy counterparties and monitoring the age and balances outstanding on an ongoing 
basis. Payment terms with customers are at the point of sale or within 30 days from invoice date for corporate customers. 
Sales to retail customers are required to be settled in cash or using major credit cards, mitigating credit risk. 

The following table sets forth details of the aging profile of accounts receivable and the allowance for doubtful accounts: 

As at January 31, 2018 October 31, 2018 

Current (for less than 30 days)   $    397,896 $    343,178 
31 – 60 days 735,267 232,579 
61 – 90 days 61,881 73,440 
Greater than 90 days 372,450 333,814 
Allowance for doubtful accounts (117,613) (127,790) 

$   1,449,881 $   855,221 

During the period ended January 31, 2019, $370 in trade receivables were written off due to bad debts (year ended October 
31, 2018 – $396,148) and nil (year ended October 31, 2018 - $1,093,750) in loans receivable. Individual receivables which 
are known to be uncollectible are written off by reducing the carrying amount directly. The remaining accounts receivable 
are assessed collectively to determine whether there is objective evidence that an impairment has been incurred but not yet 
been identified.  

Movements in the allowance for doubtful accounts of trade receivables that are assessed collectively are as follows: 

Period ended 
January 31, 2019 

Year ended 
October 31, 2018 

Opening balance 127,790 108,831 
Provision for doubtful accounts 
Recognised during the year 306 415,107 

Receivables written off during the year as uncollectible (10,483) (396,148) 

Ending Balance, October 31, 117,613 127,790 

As at January 31, 2019, three (October 31, 2018 – three) customers accounted for 40% (October 31, 2018 – 49%) of 
accounts receivable, each with balances greater than 10%. 

As at January 31, 2019 and October 31, 2018, 2 franchisees accounted for 100% of notes receivable, each with balances 
greater than 10%. 

The Company performs a regular assessment of collectability of accounts receivables. The Company monitors the financial 
performance and/or cash flows of its Franchisees through observation of their point of sale system, receipt of cash from 
customers and maintains regular contact/discussions. The Company continues to receive payments from the Franchisees, 
and has assessed their amounts to be collectible, however a significant portion of the accounts will take more than one year 
to collect.  Accordingly, management has classified them as long term.  In fiscal 2018, the Company reviewed the expected 
payment schedule and discounted it using an average Franchisee credit adjusted rate of 11% resulting in the receivables 
being discounted by $474,730. For the period ended January 31, 2019, management reviewed the estimates with no 
significant changes. Accordingly, a recovery of $23,975, representing time value accretion on the discount, has been 
recorded in the statement of loss and comprehensive loss. The Company continues to receive payments from the 
Franchisees. Further, the Company holds security over its Franchisees by way of holding the head lease to their operations 
and having the right to assume control of the Franchisee location and any operations governed by the applicable Franchise 
Agreement.  
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21. Financial Instruments and Risk Management (continued) 

Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company 
generally relies on funds generated from operations and equity financings to provide sufficient liquidity to meet budgeted 
operating requirements and to supply capital to expand its operations. The Company has sufficient working capital to meet 
obligations as they come due. Maturities of the Company’s financial liabilities are as follows: 
 

 Contractual 
cash flows ($) 

Less than one 
year ($) 1-5 years ($) 

Greater than 5 
years ($) 

January 31, 2019     
Accounts payable and accrued liabilities 3,208,450 3,208,450 - - 
Shareholder loans 191,174 191,174 - - 
Finance lease obligation 22,046 6,177 15,869 - 

Total 3,421,670 3,405,801 15,869 - 

     
October 31, 2018     
Accounts payable and accrued liabilities 2,514,830 2,514,830 - - 
Shareholder loans 36,174 36,174 - - 
Finance lease obligation 23,440 6,127 17,313 - 

Total 2,574,444 2,557,131 17,313 - 

 

Interest rate risk 

The Company is not exposed to significant interest rate risk as its interest-bearing financial instruments carry a fixed rate of 
interest.   

Foreign currency risk 

Foreign currency risk is defined as the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company maintains cash balances and enters into transactions 
denominated in foreign currencies, principally in United States dollars, which exposes the Company to fluctuating balances 
and cash flows due to variations in foreign exchange rates. 

The Canadian dollar equivalent carrying amounts of the Company’s foreign currency denominated monetary assets and 
monetary liabilities as at January 31 was as follows: 

(Canadian dollar equivalent amounts of US dollar 
and Euro balances) 

January 31, 
2019 (Euro) 

 January 31, 
2019 (USD) 

January 31, 
   2019 Total     

October 31, 
2018 

Cash        7,270  118,757 $      126,027 $   89,754  
Accounts receivable (including long term portion) 148,868 259,955 408,823  522,160  
Accounts payable and accrued liabilities  (765,930) (217,735) (983,665)  (217,735) 

Net monetary assets  (609,792) 160,977 $   (448,815)  $  394,179  

Assuming all other variables remain constant, a fluctuation of +/- 5.0 percent in the exchange rate between the United States 
dollar and the Canadian dollar would impact the carrying value of the net monetary assets by approximately $6,000 (October 
31, 2018 - $20,000). Maintaining constant variables, a fluctuation of +/- 5.0 percent in the exchange rate between the Euro 
and the Canadian dollar would impact the carrying value of the net monetary assets by approximately $21,000 (October 31, 
2018 - $Nil). To date, the Company has not entered into financial derivative contracts to manage exposure to fluctuations in 
foreign exchange rates. The Company had no balances denominated in Euros as at October 31, 2018. 
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22. Segmented information

The following presents the results of Company’s operating segments for the three-month periods ended January 31, 2019 
and 2018.  

Segments are identified by management based on the allocation of resources, which is done on a basis of selling channel 
rather than by legal entity.  As such, the Company has established two main segments, being retail and wholesale, with a 
Corporate segment which includes oversight and start up operations of new entities until such time as revenue generation 
commences. In assessing performance of the segments and the allocation of resources to the segments, executive 
management evaluates gross margin, and (loss) income before tax directly attributable to each segment. The reportable 
segments are managed separately because of the unique characteristics and requirements of each business. 

Wholesale Wholesale Retail Retail Corporate Total Total 
2019 2018 2019 2018 2019 2018 2019 

($) ($) ($) ($) ($) ($) ($) 
Revenue 

Merchandise sales 2,135,849 1,677,476 2,824,845 900,623 - 2,578,099 4,960,694 
Less: Discounts (61,179) (122,259) - - - (122,259) (61,179) 
Royalty - - 85,139 223,221 - 223,221 85,139 
Interest and other 26,877 31,911 (10,843) 26,353 - 58,264 16,034 

2,101,547 1,587,128 2,899,142 1,150,197 - 2,737,325 5,000,688 

Cost of sales (1,354,056) (798,894) (1,857,049) (486,342) - (1,285,236) (3,211,105) 

Gross margin 747,491 788,234 1,042,093 663,855 - 1,452,089 1,789,583 

Expenses 
Salaries, wages and benefits 638,958 261,621 1,064,858 245,367 514,265 506,988 2,218,082 
Share-based compensation - - - - 1,232,083 - 1,232,083
General and administration 171,762 162,959 963,524 204,366 223,675 367,325 1,358,961
Professional fees 49,922 2,369 16,173 7,996 813,001 10,365 879,095 
Advertising and promotion 47,841 43,880 140,967 33,964 460,603 77,844 649,410 
Depreciation 4,552 4,721 144,219 5,711 37,276 10,432 186,047 
Transaction costs - - - - 142,000 - 142,000
Interest and bank charges 23,923 8,847 (793) 5,705 104,117 14,552 127,247

(Loss) income before other items (189,467) 303,837 (1,286,855) 160,746 (3,527,020) 464,583 (5,003,342) 

Gain on disposal - - 2,655 - - - 2,655 
Discount on accounts receivable 23,975 - - - - - 23,975
Foreign exchange gain (loss) (25,766) (87,486) (53) (51,601) (48,973) (139,087) (74,792)

(Loss) income before taxes (191,258) 216,351 (1,284,253) 109,145 (3,575,993) 325,496 (5,051,504) 
Income tax recovery  (33,285) - (243,645) - - - (1,229,988) 

(Loss) income for the period (157,973) 216,351 (1,040,608) 109,145 (3,575,993) 325,496 (3,821,516) 

Purchase of property and equipment 38,431 7,221 1,953,275 23,647 1,130,350 30,868 3,122,055 

Total assets and total liabilities of the Company’s operating segments as at January 31, 2019 and October 31, 2018 were 
as follows: 

Wholesale Wholesale Retail Retail Corporate Corporate Total Total 
19-Jan 18-Oct 19-Jan 18-Oct 19-Jan 18-Oct 19-Jan 18-Oct

($) ($) ($) ($) ($) ($)  ($) ($)

Total assets 8,891,511 6,225,347 20,404,103 9,322,587 9,829,311 10,374,560 39,124,925 25,922,494 

     Total liabilities 1,201,131 999,900 1,601,806 846,527 11,085,389 760,656 13,888,326 2,607,083 
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22. Segmented information (continued)

The following presents information relating to Company’s geographical segments: 

For the three months ended January 31, 

Canada Canada USA USA International Total Total 

2019 
($) 

2018 
($) 

2019 
($) 

2018 
($) 

2019 
($) 

2019 
($) 

2018 
($) 

Revenue (net of discount) 4,064,709 2,553,232 861,054 184,095     74,925 5,000,688 2,737,327 

As At, 

January 
31st 

2019 ($) 

October 
31st 

2018 ($) 

January 
31st 

2019 ($) 

October 
31st 

2018($) 

January 
31st 

2019 ($) 

January 
31st 

2019 ($) 

October 
31st 

2018 ($) 

Non-current assets: 

- Intangible assets 1,233,762 934,040 - - 2,920,414  4,154,176 934,040 

- Property, plant and equipment 6,484,689 3,598,225 - -  52,353 6,537,042 3,598,225 

Total assets 28,417,360 25,786,280 126,971 136,214 9,580,594 39,124,924 25,922,494 

23. Related party transactions

As at January 31, 2019, the Company had the following transactions with related parties as defined in IAS 24 – Related 
Party Disclosures, except those pertaining to transactions with key management personnel in the ordinary course of their 
employment and/or directorship arrangements and transactions with the Company’s shareholders in the form of various 
financing, as further discussed in Note 16. 

Financing transactions 

As at January 31, 2019, the Company owed the non-controlling interest shareholder $191,174. The loan carries no interest 
and is due on demand. 

Operational transactions 

The Company paid $959,602 (2018 - $503,956), to 1990299 Alberta Ltd. (“199”), a company controlled by the President and 

CEO of the Company, for inventory purchases. 199 primarily facilitates the import of goods and transfers these imported 

goods to the Company at the cost paid by 199 which is fair value. The payments include $563,016 in advances as at January 

31, 2019 (October 31, 2018 - $862,891) for expected product purchases, which is included in prepaid expenses, deposits 

and other receivables (Note 8). During the period ended Jan 31, 2019, the Company received goods totalling $1,066,373. 

Subsequent to the period end and up to the date of signing these Financial Statements, the Company provided further 

advances for the purchase of goods totalling $159,208 and received goods totalling $342,001. Subsequent to period end, 

High Tide incorporated HT Global Imports Inc. (“HT Global Imports”). High Tide is currently in the process of switching its 

imports from 199 to HT Global Imports.  

The Company carries on business and has franchise loans with two Smoker’s Corner franchisee locations, related by virtue 
of close family ties to the President and CEO of the Company.  All transactions, including the franchise capitalization loans 
are at standard rates, terms and amounts offered to other franchisees.  One location has an outstanding receivable balance 
of $11,080 and the other location has an outstanding receivable balance $181,357 outstanding as at January 31, 2019. Both 
franchise loans are in good standing. 
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23. Related party transactions (continued)

Other transactions 

During the period, the Company has an amount outstanding with the President and CEO totalling $43,845. These items are 
included in prepaid expenses, deposits and other receivables (Note 8). 

Executive compensation 

The Company defines key management personnel as being the Chief Executive Officer (who is also the major shareholder 
and director), Chief Operating Officer, Chief Financial Officer, Chief Revenue Officer and Chief Strategy Officer.   

Key management compensation for the years ended January 31 is as follows: 

 2018 2017 

Salaries and other short-term employee benefits (1) $     221,002 $   39,453 
Shares issued on private placement (Note 16 (b)) in lieu of payment 45,905 - 

Total $  266,907 $   39,453 

1) Included in the total is $6,654 for the fair value of a Company vehicle provided to the CEO and $2,647 for a vehicle and

telephone allowance paid to the Chief Strategy Officer and Chief Operating Officer.

Compensation increased in 2019 as most management personnel started mid-2018 fiscal year. 

24. Commitments and Guarantees

The Company has commitments relating to operating leases for its office space and outlets under non-cancelable operating 
leases. The future minimal annual rental payments under these operating leases are as follows:  

As at January 31, 2019 October 31, 2018 

$ $ 

Less than one year    2,436,644    2,336,351 

Between one and five years 8,950,688 10,102,939 

Greater than five years 1,469,009 2,532,099 

12,856,341  14,971,389 

In August 2018, Canna Cabana entered into contracts totalling $7.2 million with three building contractors in Calgary and 
Edmonton for the construction of outlets. Additional contracts for security services have been signed with a Calgary based 
security services company. 

A new office and warehouse unit has been developed for Grover Properties Inc., a company that is related through a common 
controlling shareholder and the CEO of the Company. During the period ended January 31, 2019, the office and warehouse 
space was leased to High Tide to accommodate the Company’s operational expansion. High Tide is responsible for the 
related leasehold improvements, which amounted to $1,010,743 of costs incurred in November and December 2018. The 
lease was established by an independent real estate valuations services company at prevailing market rates and has annual 
lease payments totalling $385,976 per annum. The primary lease term is 5 years with two additional 5-year term extensions 
at the option of the Company. To facilitate the mortgage for the development of this unit, a loan guarantee of up to $1.5 
million has been provided by Smoker’s. 

Contingent liability 

An action with the Court of Queen’s Bench (Alberta) (the “QB Claim”) and a complaint with the Human Rights Tribunal 
(Alberta) (the “HR Complaint”) was filed by a former employee. The amount claimed by the former employee is approximately 
$200,000 plus interest and other costs. The Company has calculated a provision based on the amount claimed and the 
probability of the QB Claim being successful.   
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25. Subsequent events

(i) Subsequent to period end, the Board of Directors will seek approval from the shareholders at the Company’s annual
general meeting, through a special resolution, to reduce its stated capital, in accordance with Part V, paragraph 37 of
the Business Corporations Act, and reduce its retained deficit by $29,698,661 (the “Reduction Amount”). The Reduction
Amount was created by the increased value of the common shares issued on the corporate re-organization.
Management feels that this increase in stated capital and reduction of accumulated earnings is not reflective of the
nature or performance of the business which has operated profitably for many years as evident by the positive retained
earnings prior to the accounting adjustments arising on the corporate reorganization. If the special resolution passes,
High Tide will reflect the impact of the adjustment to the shareholders’ equity section of the consolidated statement of
financial position during fiscal 2019. For illustrative purposes, based on January 31,  2019 balances, the resolution, if it
was passed during the period, would have had the following impact on the shareholder’s equity section:

Shareholders’ equity Pre-Resolution 

Reduction of 

stated capital 

Post-

Resolution 

$ $ $ 

Share capital  52,950,480 29,698,661 23,251,819 

Contributed surplus 1,232,083 - 1,232,083

Convertible debentures – equity 616,458 -   616,458

Warrants  4,758,838 - 4,758,838

Accumulated deficit (34,267,584) (29,698,661) (4,568,923)

Cumulative Translation Adjustment 1,058 - 1,058 

Equity attributable to owners of the 

Company 25,291,333 - $25,291,333

(ii) On February 28, 2019, the Company has entered into agreements to assist with the operation of retail operations in
Ontario . Applications for retail store authorizations submitted by the Company’s associated beneficiaries of the
Expression of Interest Application Lottery (the “Lottery”) are proceeding to the eligibility phase of the Alcohol and
Gaming Commission of Ontario (“AGCO”) review process for one of the locations, by way of a securitized loan
agreement and promissory note, the Company will fund the initial phase of development by the Winners to a maximum
of $1,000,000 for a period of ten years at an interest rate of 8% per annum.

(iii) The Company has entered into a debt settlement agreement with an arm’s-length service provider, pursuant to which
High Tide intends to settle an amount of up to $400,000 owed through the issuance of up to 800,000 common shares
of the Company at a deemed price of $0.50 per common share. High Tide anticipates that the settlement will close on
or about April 2, 2019.

(iv) Paul Rosen resigned from High Tide’s Board of Directors effective March 24, 2019.

High Tide’s Board of Directors is now comprised of Raj Grover, Nader Ben Aissa, Arthur Kwan and Nitin Kaushal. The Board 
has three committees: 

i) Audit Committee comprised of Nitin Kaushal (Chair), Arthur Kwan and Nader Ben Aissa;
ii) Compensation Committee comprised of Raj Grover (Chair), Nader Ben Aissa and Arthur Kwan;
iii) Nominating and Corporate Governance Committee comprised of Arthur Kwan(Chair), Raj Grover and Nitin Kaushal.
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1.0 Preface 

1.1 Overview 

This Management’s Discussion and Analysis (“MD&A”) of the results of operations and of the unaudited consolidated 
financial position of  High Tide Inc., (“High Tide” or the “Company”) is for the three months ended January 31, 2019 
and 2018, and should be read in conjunction with the unaudited consolidated financial statements of the Company for 
the three months ended January 31, 2019 and 2018 (hereafter the “Financial Statements”), with International 
Accounting Standard (“IAS”) 34 Interim Financial Reporting as issued by the International Accounting Standards Board 
(“IASB”). 

In this document, the terms “we”, “us”, and “our” refer to High Tide.  High Tide is the parent company to the wholly-
owned subsidiaries of RGR Canada Inc. (“RGR”), Smoker’s Corner Ltd. (“Smoker’s Corner”), Famous Brandz Inc.  
(“Famous Brandz”), Canna Cabana Inc. (“Canna Cabana”), Kush West Distribution Inc. (“Kush West”), High Tide 
Inc., B.V., SJV USA Inc., SJV B.V. and SJV2 B.V. (collectively “Grasscity”), HT Global Imports Inc. (“HT Global 
Imports”) and 50.1% of KushBar Inc. (“KushBar”). This document also refers to the Company’s three reportable 
operating segments: the “Retail” segment, the “Wholesale” segment and the “Corporate” segment.  

The financial results for the Wholesale segment are delivered by the businesses operated under High Tide’s wholesale 
entities – RGR, Famous Brandz, Kush West, and HT Global Imports. The financial results for the Retail segment are 
delivered by the business operated under High Tide’s retail entities – Smoker’s Corner, Canna Cabana, Grasscity and 
KushBar. Other capitalized terms in this document are defined the first time they are used. 

High Tide is a vertically-integrated manufacturer, distributor, seller of smoking accessories and a downstream-focused 
retailer of cannabis products. The Company’s common shares are listed primarily on the Canadian Securities Exchange 
(“CSE”) under the symbol “HITI” and are also listed on the Frankfurt Stock Exchange (“FSE”) under the symbol “2LY”.  

Additional information about the Company, including the October 31, 2018, audited consolidated financial statements, 
news releases and the Company’s long form prospectus can be accessed at www.sedar.com and at 
www.hightideinc.com.   

The contents of this MD&A were approved by the Board of Directors on April 1st, 2019. 

1.2 Metrics 

System Wide Sales is a non-GAAP financial measure. Non-GAAP measures are not defined under the International 
Financial Reporting Standards (defined as (“IFRS”) as issued by the IASB) and therefore may not be comparable to 
similarly titled measures reported by other issuers. Accordingly, System Wide Sales are intended to provide additional 
information and should not be considered in isolation or as a substitute for measures of performance prepared in 
accordance with IFRS. 

System Wide Sales is defined as the sum of the external merchandise sales made by all of High Tide’s divisions (RGR, 
Famous Brandz, Kush West, Smoker’s Corner, Canna Cabana, Grasscity, KushBar) and includes sales by both 
corporate and franchise retail locations. Sales are inclusive of returns, allowances and discounts; sales exclude other 
revenue sources including rent revenue, royalties, interest and freight. Management believes this measure is useful in 
evaluating growth and performance across High Tide’s businesses and in evaluating the financial and operational 
performance of the Company. 

1.3 Forward-Looking Information and Statements 

Certain statements contained within this MD&A, and in certain documents incorporated by reference into this document, 
constitute forward-looking statements. These statements relate to future events or the Company’s future performance. 
All statements other than statements of historical fact may be forward-looking statements. Forward-looking statements 
are often, but not always, identified by the use of words such as "seek", "anticipate", "budget", "plan", "continue", 
"estimate", "expect", "forecast", "may", "will", "project", "predict", "potential", "targeting", "intend", "could", "might", 
"should", "believe" and similar expressions. These statements involve known and unknown risks, uncertainties and 
other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking 
statements. 

In particular, this MD&A contains the following forward-looking statements pertaining, without limitation, to the following: 
changes in general and administrative expenses; future business operations and activities and the timing thereof; the 
future tax liability of the Company; the estimated future contractual obligations of the Company; the future liquidity and 
financial capacity of the Company; and its ability to fund its working capital and forecasted capital expenditures. 

http://www.sedar.com/
http://www.hightideinc.com/
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We believe the expectations reflected in those forward-looking statements are reasonable, but no assurance can be 
given that these expectations will prove to be correct and such forward-looking statements included in, or incorporated 
by reference into, this MD&A should not be unduly relied upon. 

These statements speak only as of the date of this MD&A or as of the date specified in the documents incorporated by 
reference into this MD&A, as the case may be. The actual results could differ materially from those anticipated in these 
forward-looking statements as a result of the risk factors set forth below and elsewhere in this MD&A; counterparty 
credit risk; access to capital; limitations on insurance; changes in environmental or legislation applicable to our 
operations, and our ability to comply with current and future environmental and other laws; changes in income tax laws 
or changes in tax laws and incentive programs relating to the cannabis industry; and the other factors discussed under 
Section 12: “Financial Instruments and Risk Management” in this MD&A. 

Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-looking statements contained 
in this MD&A and the documents incorporated by reference herein are expressly qualified by this cautionary statement. 
The forward-looking statements contained in this document speak only as of the date of this document and the 
Company does not assume any obligation to publicly update or revise them to reflect new events or circumstances, 
except as may be required pursuant to applicable securities laws. 

2.0 Accounting Framework 

Financial data disclosed in this MD&A has been prepared in accordance with IAS 34 Interim Financial Reporting as 
issued by the IASB. The Financial Statements and MD&A have been prepared on a historical cost basis except for 
financial instruments which are measured at fair value. Accordingly, the financial information contained herein have 
been prepared on the basis of accounting policies applicable to a going concern, which assumes that the Company will 
be able to realize its assets and discharge its liabilities in the normal course of business for the foreseeable future. 

Interim financial results are management prepared and are unreviewed and unaudited. 

These Financial Statements are presented in Canadian dollars (“$”), which is the Company’s and its subsidiaries 
functional currency, except for the newly acquired Grasscity subsidiary, which uses the Euro (“€”) as its functional 
currency.  

3.0 Corporate Overview 

3.1 Corporate Structure 

The Company was incorporated under the Alberta Business Corporations Act (“ABCA”) on February 8, 2018, and 
subsequently acquired the previously operating entities of RGR, Smoker’s Corner and Famous Brandz. The head office 
of the Company is located at units 111-113 11127 15 Street N.E., Calgary, Alberta, T3K 2M4, and its registered office 
is located at 120-4954 Richard Road S.W., Calgary, Alberta, T3E 6L1.  

The Company is a vertically-integrated Canadian-headquartered cannabis industry corporation, with a portfolio of 
subsidiaries including Famous Brandz, RGR, Grasscity, Smoker’s Corner, Canna Cabana, KushBar and Kush West. 
All of the Subsidiaries are wholly-owned by the Company, with the exception of KushBar; the Company owns a majority 
of the issued and outstanding shares of KushBar. During the period, the Company acquired Grasscity (High Tide Inc., 
B.V., SJV B.V., SJV2 B.V., SJV USA Inc.) which is headquartered in Amsterdam, Netherlands.  Subsequent to period
end, the Company incorporated HT Global Imports.
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The organizational chart for the Company is as follows: 

The operations of RGR are primarily focused on the distribution of smoking accessories. RGR creates its own 
proprietary brands of smoking accessories. RGR’s operations are focused on designing products featuring its 
proprietary brands, overseeing manufacturing by third-parties and distributing products. RGR does not sell its products 
directly to consumers but operates an e-commerce platform for wholesale. 

Similar to RGR, the operations of Famous Brandz are primarily focused on the distribution of smoking accessories. 
Famous Brandz differentiates itself by focusing on licensed brands, designing products featuring licensed brands, as 
well as overseeing manufacturing by third-parties and distributing products. Famous Brandz has developed an 
extensive network of corporate clients across Canada, the United States, and Europe. It also sells directly to consumers 
through its own e-commerce platform. 

The Company’s existing and intended future retail operations are focused on business to consumer markets, while 
existing and intended future wholesale operations are focused on business to business markets. The operations of 
RGR and Famous Brandz relate to the wholesale of smoking accessories, and the operations of Smoker’s Corner 
relate to the retail of smoking accessories. The operations of Canna Cabana are focused on the retail of cannabis and 
smoking accessories. The Company intends that the operations of KushBar will be focused on the retail of cannabis, 
and that the operations of Kush West will be focused on the wholesale of cannabis. 

Subsequent to period end, High Tide incorporated HT Global Imports. Historically RGR has purchased its product 
through 1990299 Alberta Ltd. (“199”), a numbered company established to import finished products from overseas 
manufacturers. This company sells product at cost to RGR and is owed and operated by Harkirat (Raj) Grover, the 
President and Chief Executive Officer of High Tide. High Tide intends to establish its own importing process under the 
company HT Global Imports and discontinue its relationship with 199.  

High Tide also incorporated High Tide Inc., B.V. in the Netherlands for the sole purpose of acquiring and holding the 
entities that comprise Grasscity (SJV B.V., SJV2 B.V., and SJV USA Inc. (collectively “Grasscity”)) that together 
operate under the name Grasscity. Grasscity has been operating for 20 years as a retailer of smoking accessories and 
has significant brand strength and recognition in the United States. Its addition is complementary as High Tide can use 
its sourcing and distribution channels to support Grasscity while Grasscity brings a strong, recognizable name and an 
established online sales channel to High Tide. Refer to Section 4.0 below for details of the acquisition.  
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3.2 Competitive Landscape 

As of the date of this MD&A, the Company operates four corporately-owned retail locations under the Smoker’s Corner 
brand across Alberta. The Company is currently represented by eight franchised Smoker’s Corner locations operating 
across Alberta, British Columbia, and Nova Scotia. Furthermore, the Company operates 11 Canna Cabana corporately-
owned retail locations, 4 of which are licensed by the Alberta Gaming, Liquor and Cannabis Commission (“AGLC”) for 
the sale of cannabis and, since year end, have begun the sale of cannabis products. The remaining locations have 
been fully inspected and approved by the AGLC and are awaiting for the AGLC to release additional licenses for the 
sale of cannabis. The remaining locations are selling smoking accessories until they receive proper licencing for the 
sale of cannabis and have all passed the AGLC’s inspections. 

Smoker’s Corner competitors are independent retailers without significant market concentration. Smoker’s Corner has 
created a differentiated brand through its network of locations and customer service as well as the depth and breadth 
of its product offering, which is largely sourced through RGR. 

Canna Cabana and KushBar were established to sell recreational cannabis following the legalization of cannabis for 
adult use across Canada on October 17, 2018. Canna Cabana operates amongst a variety of competitors, both 
consolidated and independent. Notable competitors include 420 Premium Market, Fire and Flower, NewLeaf Cannabis, 
Nova Cannabis and Spirit Leaf, as well as numerous independent retailers. KushBar is not yet operational but will face 
similar competition to Canna Cabana when its stores open. 

Most of the competitors within the Wholesale segment operate as product distributors, while the Company designs, 
directly sources, imports, and distributes its products. This creates advantages through vertical integration which 
include favorable product designs and prices; these strengths are passed-through to the Retail segment.  

The Federal government has announced that the sale of edible products and concentrates will be deregulated no later 
than 12 months following October 17, 2018. The Company expects to dedicate additional resources to explore the sale 
of edible products and concentrates as soon as lawfully permitted.  

In future years, the Company expects that its Retail segment will experience increased competition from the recreational 
cannabis industry with an increasing number of third-party stores offering cannabis products along with smoking 
accessories. The Company believes that its product knowledge, operating advantages and margin maximization 
achieved through vertical integration will allow it to operate profitably over the long term. In addition, the Company 
expects opportunities to arise from the legalization of recreational cannabis for its Wholesale segment to acquire new 
customers, thereby offsetting some of the risks associated with increased competition affecting the Retail segment.  

4.0 Business Combinations 

On December 6, 2018, the Company, through its newly formed Dutch subsidiary, High Tide Inc., B.V., entered into a 
share purchase agreement to acquire all of the issued and outstanding shares of three entities, SJV B.V., SJV 2 B.V. 
and SJV USA Inc. that together operate under the name Grasscity.  The transaction closed on December 19, 2018 (the 
“Acquisition Date”). Based in Amsterdam, Netherlands, Grasscity is an online retailer for smoking accessories and 
cannabis lifestyle products that has been operating for 20 years. The Company acquired Grasscity to increase its 
customer base, establish an international presence, and to leverage synergies to further enhance High Tide’s vertically-
integrated supply chain, manufacturing expertise, and distribution networks.  

The Company acquired all of the issued and outstanding shares of Grasscity for aggregate consideration of $8,937,046 
which included 8,410,070 common shares with a fair value of $4.2 million. 

Management is in the process of gathering the relevant information that existed at the acquisition date to determine the 
fair value of the net identifiable assets acquired and liabilities assumed. As such, the initial purchase price was 
provisionally  allocated based on the Company's estimated fair value of the identifiable assets acquired and the liabilities 
assumed on the acquisition date. The values assigned are, therefore, preliminary and subject to change. Management 
continues to refine and finalize its purchase price allocation for the fair value of identifiable intangible assets, property 
plant and equipment, and the allocation of goodwill. 

Goodwill other than workforce represents expected synergies, future growth, and other intangibles that do not qualify 
for separate recognition. None of the goodwill arising on this acquisition is expected to be deductible for tax purposes. 
The Company incurred various legal and due diligence related fees totalling $40,074; these costs have been included 
as professional fees in the Financial Statements.  



High Tide Inc. 
Management’s Discussion and Analysis  

For the three months ended January 31, 2019 and 2018 
 

8  

 

 
For the three months ended January 31, 2019, Grasscity accounted for $644,546 in revenues and a net loss of 
$125,746. 
 

Completed during the three months ended January 31, 2019  Grasscity Acquisition 

Total consideration $ 

Cash paid                                   4,732,011 

Share consideration 4,205,035 

                                    8,937,046  

Net identifiable assets acquired (liabilities assumed)  

Cash                                         44,064  

Accounts receivable                                        79,704 

Prepaid expenses and deposits                                       124,569  

Inventory                                      669,160  

Property and equipment                                        62,801  

Intangible assets  

Software - Webstore                                   741,900  

Software - Forums                                        81,900  

Brand name                                   1,539,100  

Grasscity Forums                                      312,300  

                                    3,655,498  
 

 

Accounts payable and accrued liabilities                                      (704,140) 

                                     2,951,358  

Purchase price allocation  
Net identifiable assets acquired                                    2,951,358  

Goodwill  
Assembled workforce                                      474,000  

Goodwill other than workforce                                     5,511,688  

                                    8,937,046  

Net cash outflows  
Cash consideration paid                                 (4,732,011) 
Cash acquired                                       44,064  

                                  (4,687,947) 

 
 

5.0 Operating Performance (Unaudited) 
 
For the three months ended January 31, 

$ Millions (except where noted)  2019  2018 

System Wide Sales       $  5.6 $ 3.4 

 

$ Millions (except where noted)  2019  2018 

Revenue $ 5.0 $ 2.7 
Gross Margin $ 1.8 $ 1.5 
Gross Margin Percentage    35.8%    53.0% 
Total Expenses $ (6.8) $ (0.7) 
Income (Loss) Before Taxes $ (5.1) $ 0.3 
Income (Loss) for the Period $ (3.8) $ 0.3 

Income (Loss) Per Share (Basic) $ (0.02) $ 0.01 
Income (Loss) Per Share (Diluted) $ (0.02) $ 0.01 
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$ Millions (except where noted) January 31 2019 October 31 2018 

Total Assets $ 39.1 $ 25.9 
Total Non-Current Liabilities $ 10.5 $ 0.0 
Total Liabilities $ 13.9 $ 2.6 
Total Equity $ 25.2 $  23.3 

During the three month period ended January 31, 2019, the Company raised additional capital of $11.3 million through 
the sale of convertible debentures, which allowed it to close its acquisition of Grasscity, and to continue with the 
development of Canna Cabana’s retail network. During the period the Company operated seven Canna Cabana 
locations (11 are in operations as of the date of this MD&A). The operations of Canna Cabana and the acquisition of 
Grasscity supported the achievement of significant sales and revenue growth in the period.  

The Company reported a loss of $3.8 million during the period attributable to expenses incurred to expand its business 
inclusive of salaries, personnel and performance expenses for staff; rent and operating costs associated with its 
expanded retail network and transaction and compliance costs incurred to operate publicly, raise capital and acquire 
Grasscity.  

5.1 Consolidated Results of Operations in Detail 

Revenue 

During the three month period ended January 31, 2019, High Tide achieved a System Wide Sales increase of $2.2 
million with $1.7 million being driven by its retail segment. The increase in sales was driven primarily by the acquisition 
of Grasscity, the operations of Canna Cabana which began selling on October 27, 2018, and by new customer 
acquisitions in High Tide’s Wholesale segment.  

The sales growth led to increases in revenues of $2.3 million between both the Retail and Wholesale segments. 

The Company has been acquiring new customers and positioning itself to be a key accessories supplier in the cannabis 
industry for 2019. In 2018, the Company entered into supply agreements with the Ontario Cannabis Store (“OCS”) and 
received a large purchase order from Aurora Cannabis Inc. which was fulfilled in the current period. 

The Company continues to improve its product offering having entered into new licensing agreements such as with 
Bravado Canada, a Division of Universal Music Canada Inc. to sell “Guns N’ Roses” branded goods including bubblers, 
dugouts, grinders, hand pipes, rolling papers, trays, vaporizers, waterpipes and other smoking accessories.  

Gross Margin 

For the three months ended January 31, 2019, gross margin increased by $0.3 million as compared to the same period 
during the prior year, driven by the increase in sales volume, while the gross margin rate declined from 53.0% to 35.8% 
or by 1,726 bps. The decrease in gross margin rate is largely attributable to changes in the sales mix and strategy; with 
cannabis sales driving sales growth at lower margins than accessories, and a discounting strategy being applied to 
accessories to support a differentiated cannabis retail experience and as a traffic driver to Smoker’s Corners’ locations. 

Additional impacts were realized as inventory adjustments were incurred to close an underperforming Smoker’s Corner 
location, as well as the end of financing revenues and fixed royalties with the majority of Smoker’s Corner franchisees. 

Expenses 

Total expenses increased by $5.8 million for the period ending January 31, 2019, compared to the same period during 
the prior year. The increase was an expected by-product of the Company’s growth efforts and expansion, which was 
to take advantage of the significant market opportunities created as a result of the deregulation of adult use cannabis 
across Canada (which officially occurred on October 17, 2018, with the introduction of Bill C-45). A large increase of 
the costs were related to salaries, wages and benefits expenses, which increased by $1.7 million compared to the prior 
year with an additional $1.2 million being incurred for share based compensation.  

The increase in staffing was due to the need for additional personnel, within both the Retail and the Corporate 
segments; this was required to facilitate the growth and to ensure that the Company can take full advantage of the 
market opportunities. General and administrative expenses increased by $1.0 million compared to the same period in 
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2018, which was also expected as a result of the expansion. Additionally, there was an increase in professional fees of 
$0.9 million during the period ended January 31, 2019, compared to the same period in the prior year attributed to costs 
incurred for compliance reporting, the implementation of Sage X3 to support finance and operations, and professional 
fees associated with capital raises and the acquisition of Grasscity. All other expenses (including other 
income/(expenses) and excluding tax and other comprehensive items) increased by $1.0 million during the period, as 
compared to the same period in the prior year. The increase in these costs was driven by increased promotional activity 
and interest expenses on the convertible debentures.  

6.0 Segment Operations  

For the three months ended January 31, 

$ Millions 
Wholesale Retail Corporate Total (3) 

2019 2018 2019 2018 2019 2018 2019 2018 

Revenue 2.1 1.6 2.9 1.2 - - 5.0 2.7 

Gross Margin 0.7 0.8 1.0 0.7 - - 1.8 1.5 

Rate 35.6% 49.7% 35.9% 57.7% - - 35.8% 53.0% 

Total Expenses (1) 0.9 0.5 2.3 0.5 3.5 - (6.8) 0.8 

Other Inc./(Exp)(2) 0.0 (0.1) 0.3 (0.1) 0.9 - 1.3 (0.1) 

(Loss)/Income (0.2) 0.2 (1.0) 0.1 (2.6) - (3.8) 0.3 

(1) Total Expenses excludes foreign exchange, other income/(expense) and income taxes.
(2) Other Inc/(Exp) includes foreign exchange, other income/(expense) and income taxes.
(3) Values may not exactly sum due to rounding.

6.1 Wholesale Segment Performance 

The Company’s Wholesale segment revenues increased from $1.6 million in the three months ended January 31, 2018  
to $2.1 million in the same period in 2019 driven by the acquisition of new customers created by the cannabis industry. 
High Tide’s Wholesale segment has positioned itself as a key supplier for a number of cannabis competitors that have 
entered the marketplace since deregulation on October 17, 2018.  

Gross margins dollars decreased by $0.1 million, while rate decreased to 35.6% owing primarily to the timing of 
royalty recognition and inventory provisions in Famous Brandz in the prior year.  

Expenses in the Wholesale segment increased due to additional investments being made in staffing costs to hire 
product developers, marketing professionals, and digital marketing specialists. The additional staff were hired to expand 
the product mix offering, to ensure High Tide remains competitive, and to further develop the brand.  

The Wholesale segment incurred a loss of $0.2 million compared to income of $0.2 million in the prior year due to the 
increase in staff and timing on prior year royalty recognition and inventory provisions. 

6.2 Retail Segment Performance 

The Company’s Retail segment demonstrated significant sales and revenue growth year-over-year with revenue up 
$1.7 million compared to the same period last year. Revenue growth is attributable to Canna Cabana which became 
operational selling recreational cannabis and Grasscity was acquired.  

Canna Cabana operated seven retail stores in the period, the first having opened on October 27, 2018, and the 
remaining six opening during the three month period. Canna Cabana experienced strong product demand in line with 
expectations and consistent retail margins with cannabis sales in the industry. As of the date of writing, Canna Cabana 
is operating 11 retail stores and has another 16 under construction. Currently only four locations are permitted to sell 
cannabis, the remaining locations have passed AGLC’s inspections and are selling smoking accessories until their 
cannabis licenses are released. 
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Grasscity was acquired by High Tide on December 19, 2018 and contributed 44 days of sales in the period. Grasscity 
is a retailer selling smoking accessories primarily to the USA. High Tide is investing in Grasscity to renew its online 
sales platform, increase its searchability, and align its supply chain with RGR and Famous Brandz. High Tide believes 
that Grasscity brings a strategic fit with strengths in brand and online platform. Grasscity can leverage the vertical 
integration of High Tide to improve its customer reach and product profitability. 
 
Smoker’s Corner sales declined in the period compared to last year owing to the closure of five corporate stores and 
two franchise stores. One store was closed due to underperformance while the others have been closed for conversion 
to Canna Cabana locations. High Tide expects to recapture and expand upon lost revenues under Canna Cabana. 
Smoker’s Corner has seen a decline in other revenues specifically related to franchisees. 
 
Smoker’s Corner Franchisees created four distinct revenue sources for High Tide: 

- Variable sales royalties 
- Variable brand royalties 
- Financing revenues on asset purchases 
- Fixed royalties for a defined term associated with the purchase of their location. 

 
Sales and brand royalties continue to perform relative to the number of active franchise locations, however, royalty 
revenue overall declined to $0.1 million in the period (from $0.2 million in the same period in the prior year). Terms on 
financing revenues and fixed royalties have matured on eight of the initial ten franchisees; these revenues will no longer 
be earned. 
 
Gross margin dollars increased by $0.4 million in the period while gross margin rate declined to 35.9% as compared to 
the same period in the prior year. The decline in gross margin rate is due in combination, to the sales mix of Canna 
Cabana; which earns a lower margin rate than smoking accessories, to a decline in financing and fixed royalty 
revenues, and to an inventory write off incurred to close an underperforming store in Smoker’s Corner. Going forward, 
High Tide expects cannabis sales to becoming an increasingly large portion of the sales mix which will demonstrate 
lower margin rates but a higher volume of margin dollars leading to an expectation of margin rates consistent with the 
periods performance.  
 
Expenses increased significantly in the period related to the operations of Canna Cabana and Grasscity. For the three 
months ended January 31, 2019, the Retail segment incurred a loss of $1.0 million. Losses are expected to continue 
in the short term until the AGLC approves the sale of cannabis at additional Canna Cabana locations.   
 

6.3 Corporate Segment Performance 
 
The Corporate segment does not earn revenues.  Rather it administers the other two segments (Wholesale and Retail) 
and is responsible for the executive management and financing needs of the business. 
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6.4 Geographical Segments 

The following presents information related to the Company’s geographical segments: 

For the three months ended January 31, 

Canada Canada USA USA Int’l Total Total 

2019 
($) 

2018 
($) 

2019 
($) 

2018 
($) 

2019 
($) 

2019 
($) 

2018 
($) 

Revenue* 4,064,709 2,553,232 861,054 184,095     74,925 5,000,688 2,737,327 

As at, 

January 
31 

2019 

October 
31 

2018 

January 
31 

2019 

October 
31 

 2018 

January 
31 

2019 

January 
31 

2019 

October 
31 

2018 

Non-current assets: 

- Intangible assets 1,233,762 934,040  - - 2,920,414  4,154,176  934,040 
- Property, plant
and equipment

6,484,689 3,598,225 - - 52,353 6,537,042 3,598,225 

Total assets 29,417,360 25,786,280 126,971 136,214 9,580,594 39,124,924 25,922,494 

* Net of discounts

Sales performance increased significantly in all segments; with Canna Cabana lifting Canadian sales and Grasscity 

adding to USA sales as well as international sales. Grasscity’s operations are located in Amsterdam, Netherlands, 

leading to the addition of an International geographical segment. Sales in this segment comprised of sales made to 

all countries outside of North America while assets are held in Amsterdam. Famous Brandz maintains a third-party 

service agreement for the storage of inventory and fulfillment of sales in Long Beach, California.  

6.5 Summary of Quarterly Results 

(C$ in millions,  
except per share amounts) 

Q1 
2019 

Q4 
2018 

Q3 
2018 

Q2 
2018 

Q1 
2018 

Q4 
2017 

Q3 
2017 

Q2 
2017 

Revenue 5.0 2.1 2.2 1.7 2.7 2.5 3.0 2.1 

Income (Loss) Before OCI (3.8) (3.8) (0.6) (0.4) 0.3 0.3 (0.6) 0.1 

Basic EPS (0.02) (0.05) (0.00) (0.00) 0.01 0.00 0.04 0.01 

Diluted EPS (0.02) (0.05) (0.00) (0.00) 0.01 0.00 0.04 0.01 

Note: Values may not exactly sum due to rounding. 

Aside from the seasonal increase in consumer spending leading up to the winter holiday period, which occurs in the 
first quarter of the Company’s fiscal year, seasonality is not a significant factor in the Company’s sales performance.  
In the second quarter of 2018, expenses increased as the Company began to expand its Canna Cabana business as 
well as initiating the listing process of High Tide on the CSE; a process which continued through the third and fourth 
quarters of fiscal 2018. In the first quarter of 2019 revenues increased as the Company began operating Canna Cabana 
and selling recreational cannabis and integrated its acquisition of Grasscity. These two business lines have no prior 
comparisons in quarterly performance.  
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7.0 Financial Position 
 

At January 31, 2019, the Company had a working capital surplus of $14,094,180 (October 31, 2018 - $14,919,817).  
The change is mainly due to the increase in liabilities resulting from expanded operations as the company has begun 
to operate Canna Cabana and has acquired Grasscity.  
 
For the three months ended January 31, 2019, the Company generated a loss of $3,821,515 (2018 – income of 
$325,496) and had net operating cash outflows of $3,942,631 (2018 – inflows of $202,031). The negative income and 
cashflows are primarily driven by costs incurred to start High Tide and Canna Cabana (not operating during this period 
in the prior year) as well as to close the acquisition of Grasscity. This resulted in the establishment of new staff for both 
administration as well as retail operations, professional fees, and increased rent. 

 

 

7.1 Accounts Receivable 

As at  
January 31 

2019 
October 31 

2018 

Trade receivables $       2,292,586          $        1,689,430 
Allowance for doubtful receivables                  (117,613) (127,790) 

 $       2,174,973        $        1,560,640 
Less current portion   (1,449,881) (855,221) 

Long term portion $          725,092 $           706,419  

 

7.2 Inventory 
 
As at 

January 31 
2019 

October 31 
2018 

Finished goods  $       5,198,417 $         4,054,026 
Provision for obsolescence (392,694) (590,950) 

 $       4,805,723 $         3,463,076 

Inventory purchases increased as the company purchased inventory for sale at its Canna Cabana locations and 
acquired Grasscity.  

 

7.3 Prepaid Expenses, Deposits and Other Receivables 
 

January 31 2019  October 31 2018  

Business acquisition deposit  $                  -  $          896,660  
Deposits on cannabis retail outlets  1,690,760  1,038,527  
Prepaid insurance, license and other 751,333  404,526  
Prepaid marketing contract (i) 2,100,000  2,400,000  
Advances to related party for purchases of inventory (ii) 563,016  862,891  
Advances for purchase of inventory with third party vendor (iii) -  504,381  
Other receivable from related party  -  23,845  

 $   5,105,109  $      6,130,830  
Less current portion (4,205,109) (4,930,830) 

Long term portion $      900,000  $      1,200,000  

(i)  This is a full advance payment in connection with a marketing and investor relations services agreement that is 
effective November 2018 through October 2020. In addition, the Company is required to reimburse any out of pocket 
expenses and disbursements that will be billed as and when incurred. 

(ii) This is an advance to 1990299 Alberta Ltd., a company controlled by the Company’s President and CEO, that 
primarily facilitates the import of goods and transfers these imported goods to the Company at cost as the importer 
of record. 

(iii) Advances for the purchase of inventory from an arm’s length vendor are accounted for at fair value. 
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7.4 Intangible Assets 

 Software Lease buy-out 
 

Brand Name Total 

Cost 
$ $ $ $ 

Balance, October 31, 2018         158,989          777,286                          -          936,275 
Additions (i) (ii) and (iii) 1,429,302 254,470 1,539,100 3,222,872 

Balance, January 31, 2019     1,588,291       1,031,756          1,539,100       4,159,147 

Accumulated depreciation     
Balance, October 31, 2018             2,235                      -                          -              2,235 

Charge for the period 2,282 528                          - 2,810 

Balance, January 31, 2019             4,517                 528                        -              5,045     

Net book value     
Balance at October 31, 2018         156,754          777,286                         -          934,040 

Balance at January 31, 2019      1,583,774       1,031,228         1,539,100         4,154,102 

(i)  On November 1, 2018, the Company purchased all the assets of 2107746 Alberta Ltd. and MK Light It Up Inc. which 
had been operating a Smoker’s Corner Franchise on Edmonton Trail in Calgary Alberta. The assets which included 
the franchise rights, leaseholds and inventory were purchased for the amount $371,013 with $200,409 being settled 
in cash and the balance being used to settle all outstanding debts between MK Light It Up Inc., Smoker’s Corner 
Ltd. and RGR Canada Inc. The Company intends to use this location to open a Canna Cabana retail store.  

(ii)  On December 6, 2018, the business acquisition of 1920 62 Avenue S.E. Calgary was cancelled by Canna Cabana, 
$80,000 was reclassed from an intangible asset to a lease acquisition fee.  

(iii) The brand name as well as software assets for $1,136,100 were acquired as part of the acquisition of Grasscity.  

Two lease buy-out additions have been amortized as they were available for use during the period. In line with the 

requirements of IFRS, the Company carried out an impairment test of its definite life intangible assets that were not 

available for use.  Management has determined that the recoverable amount exceeds the carrying value of these 

intangible assets. Accordingly, no impairment has been recorded. 

7.5 Property and Equipment 

 

Office 
equipment and 

computers 
Leasehold 

improvements Vehicles Buildings Total 

 $ $ $ $ $ 

Cost           

Balance, October 31, 2017   49,312  321,440  162,973  -  533,725 
Additions   144,008  3,287,548  4,000  145,000  3,580,556 

Balance, October 31, 2018  193,320  3,608,988  166,973  145,000  4,114,281 
Additions (i)  153,616  2,967,696  743  -  3,122,055 

Balance, January 31, 2019  346,936  6,576,684  167,716  145,000  7,236,336 

Accumulated depreciation           
Balance, October 31, 2017  24,771  311,369  96,334  -  432,474 

Charge for the year  24,567  13,846  45,169         -  83,582 

Balance, October 31, 2018  49,338  325,215  141,503  -  516,056 
Charge for the period  9,492  171,676  2,069  -  183,237 

Balance, January 31, 2019  58,830  496,891  143,572  -  699,293 

Net book value           
Balance, October 31, 2018  143,982  3,283,773  25,470  145,000  3,598,225 

Balance, January 31, 2019  288,106  6,079,792  24,144  145,000  6,537,042 

(i) $1,010,743 was incurred for new office and warehouse in November and December 2018, the new office and 
warehouse were available for use on January 1, 2019.  
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7.6 Accounts Payable and Accrued Liabilities 

January 31 2019 October 31 2018 

Accounts payable   $   2,065,578 $    1,087,506 
Accrued salaries 181,743 130,243 
Accrued liabilities 715,357 869,462 
Other payables 245,772 427,619 

$    3,208,450 $    2,514,830 

Accounts payable balances increased primarily as a result of the acquisition of Grasscity. 

7.7 Share Capital 

Authorized: 

The Company is authorized to issue an unlimited number of Class A, Class B and Class C common shares. The holders 
of these common shares are entitled to:    

i) Vote at all meetings of shareholders except at meetings when only holders of a specified class of shares are
entitled to vote;

ii) Receive dividends in the discretion of the directors exclusive of other classes of shares of the Company; and
iii) Receive the remaining property of the Company under dissolution equally.

Issued: 

Common Shares – Class A # $ 

Balance, October 31, 2017 18,400,200 667,625 

Issued on debt conversion  11,113,817 445,353 

Issued on debt conversion  20,486,183 851,987 

Issued for services rendered 3,500,000 145,561 

Issued on conversion of convertible debentures  5,017,012 668,683 

Issued on incorporation of High Tide Inc.  2,760,000 20,000 

Issued to acquire common shares of RGR  6,128,304 1,195,600 

Issued to acquire preferred shares of RGR  45,128,840 8,804,400 

Issued to acquire common shares of Smoker’s Corner 6,024,250 1,175,300 

Issued to acquire preferred shares of Smoker’s Corner 50,358,600 9,824,700 

Issued to acquire common shares of Famous Brandz  30,324,120 10,987,000 

Eliminated upon reorganization  (58,517,212) (2,779,209) 

Issued for cash on private placement  10,225,800 3,705,000 

Share issue costs – broker warrants  - (157,547) 

Share issue cost – cash  - (263,000) 

Tax effect on share issue costs - 113,549 

Issued upon asset acquisition 800,000 289,840 

Balance, October 31, 2018 151,749,914 35,694,842 

Issued upon listing of securities (i) 36,728,474 13,050,603 

Issued upon closing of Grasscity acquisition (section 4.0) 8,410,070 4,205,035 

Balance, January 31, 2019 196,888,458 52,950,480 

(i) On November 20, 2018, the Company filed its final prospectus in connection with its proposed public offering. The
final prospectus qualified, and the Company distributed, 36,728,474 common shares and 18,364,236 common
share purchase warrants.
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(a) Employee Stock Option Plan: 

The Company’s stock option plan limits the number of common shares reserved under the plan from exceeding a 
“rolling maximum” of ten (10%) percent of the Company’s issued and outstanding common shares from time to 
time.  The stock options vest at the discretion of the Board of Directors, upon grant to directors, officers, employees 
and consultants of the Company and its subsidiaries.  The maximum exercise period of an option shall not exceed 
10 years from the grant date. Changes in the number of stock options, with their weighted average exercise prices, 
are summarized below:  

 Three months ended  
January 31, 2019 

Year ended  
October 31, 2018 

 Number of 
options 

 Weighted Average 
Exercise Price ($) 

Number of 
options 

 Weighted Average 
Exercise Price ($) 

Balance, beginning of period -  - -  - 

Granted 9,262,500          0.50   -  - 

Forfeited (500,000)  0.50 -  - 

Balance, end of period 8,762,500     0.50 -  - 

Exercisable, end of period 4,562,500  0.50 -  - 

 
On November 21, 2018, the Company granted 9,262,500 incentive stock options to various officers, directors, 
employees and consultants. Subsequent to the grant date, 500,000 options were forfeited. The options were valued 
using the Black-Scholes model utilizing the following, weighted average assumptions: 

Risk Free Rate – 2.2% 
Volatility – 130% 
Option life – 3 years 
Exercise price - $0.50 

(b) Transaction Costs 

During the quarter, the Company incurred costs totalling $142,000 (January 31, 2018 - $nil) associated with 
becoming a listed entity on the Canadian Securities Exchange which were expensed as transaction costs. 

 

7.8 Special Warrants 
 Number of 

special warrants Amount  

Balance, October 31, 2017 - $                      -  

Special Warrants issued August 22, 2018  17,911,459        8,955,729  

Issue costs – Cash - (582,122) 

Issue costs – Broker Warrants  - (246,684) 

Issue costs – Legal fees - (177,702) 

Special Warrants issued October 2, 2018  18,817,015 9,408,508  

Issue costs – Cash - (611,553) 

Issue costs – Broker Warrants  - (259,425) 

Issue costs – Legal Fees - (122,721) 

Tax effect on share issue costs - 540,055  

Balance, October 31, 2018 36,728,474 $     16,904,085  

Special Warrants converted into units* November 27, 2018   (36,728,724) (16,904,085) 

Balance, January 31, 2019 - - 

 
* Each unit is comprised of 1 share and ½ purchase warrant, with each full warrant exercisable to acquire one common 
share at $0.75. 
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7.9 Warrants 
 Number of 

warrants  Amount 

Balance, October 31, 2017  - - 

Issued in exchange for Famous Brandz’s warrants       1,194,590 $        241,700 

Issued to brokers for private placement  670,680 157,547 

Issued to brokers for Special Warrant financing  1,164,245 246,684 

Issued to brokers for Special Warrant financing  1,223,105 259,425 

Balance, October 31, 2018      4,252,620 $        905,356 

Special Warrants converted into Units November 27, 2018 (7.7 (i)) 18,364,236 3,853,482 

Balance, January 31, 2019      22,616,857 $     4,758,838 

Outstanding warrants at January 31, 2019 were as follows: 
 

 
 

Number of 
warrants  

 
 

Weighted  
average 

price 

Weighted 
average 

number of 
years to expiry 

Warrants  1,194,590 $       0.4975 1.26 

Brokers warrants  670,680 0.3623 1.26 

Brokers warrants 1,164,245 0.3246 1.56 

Brokers warrants  1,223,105 0.3246 1.67 

Special Warrants converted into Units  18,364,236 0.7500 1.88 

Balance, January 31, 2019 22,616,857 $       0.6988 1.80 

 
 

8.0 Commitments 
 
The Company has commitments relating to operating leases for its office space and outlets under non-cancelable 
operating leases. The future minimal annual rental payments under these operating leases are as follows:  
 
 

As at, 
January 31  

2019 
October 31 

2018 

Less than one year $     2,436,644 $      2,336,351 

Between one and five years 8,950,687 10,102,939 

Greater than five years 1,469,009 2,532,099 

  $   12,856,341 $   14,971,389 

 
In August 2018, Canna Cabana has entered into contracts totalling $7.2 million with three building contractors in 
Calgary and Edmonton for the construction of retail outlets. Additional contracts for security services have been signed 
with a Calgary based security services company. 
 
A new office and warehouse unit has been developed for Grover Properties Inc., a company that is related through a 
common controlling shareholder and the CEO of the Company. During the period ended January 31, 2019, the office 
and warehouse space was leased to High Tide to accommodate the Company’s operational expansion. High Tide is 
responsible for the related leasehold improvements, which amounted to $1,010,743 of costs incurred in November and 
December 2018. The lease was established by Cushman & Wakefield, an independent real estate valuations services 
company, at prevailing market rates and has annual lease payments totalling $385,976 per annum. The primary lease 
term is 5 years with two additional 5 year term extensions at the option of the Company. To facilitate the mortgage for 
the development of this unit, a loan guarantee of up to $1.5 million has been provided by Smoker’s Corner. 
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9.0 Transactions Between Related Parties 
 

9.1 Financing Transactions 

 
As at January 31, 2019, the Company owed the non-controlling interest shareholder $191,174. The loan carries no 

interest and is due on demand. These funds were provided by the minority interest shareholder, for the purpose of 

development and operations of KushBar. 

 

9.2 Operational Transactions 
 
During the period ended January 31, 2019, the Company paid $959,602 to 1990299 Alberta Ltd. (2018 - $503,956), a 
company controlled by the President and CEO of the Company, for inventory purchases. 1990299 Alberta Ltd. primarily 
facilitates the import of goods and transfers these imported goods to the Company at the cost paid by 1990299 Alberta 
Ltd. which is fair value. The payments include $563,016 in advances as at January 31, 2019 (October 31, 2018 - 
$862,891) for expected product purchases, which is included in prepaid expenses, deposits and other receivables. 
During the period ended Jan 31, 2019, the Company received goods totalling $1,066,373. Subsequent to the period 
end and up to the date of signing these Financial Statements, the Company provided further advances for the purchase 
of goods totalling $159,208 and received goods totalling $342,001. Subsequent to the period end, High Tide 
incorporated HT Global Imports. Historically RGR has purchased its product through 1990299 Alberta Ltd. (“199”) a 
numbered company established to import finished products from overseas manufacturers. High Tide is currently in the 
process of switching its imports from 199 to HT Global Imports.  
 
The Company carries on business and has franchise loans with two Smoker’s Corner franchisee locations, related by 
virtue of close family ties to the President and CEO of the Company. All transactions, including the franchise 
capitalization loans are at standard rates, terms and amounts offered to other franchisees. One location has an 
outstanding receivable balance of $11,080 and the other location has an outstanding receivable balance $181,357 
outstanding as at January 31, 2019. Both franchise loans are in good standing.   
 
9.3 Executive Compensation 
 
The Company defines key management personnel as being the Chief Executive Officer (who is also the major 
shareholder and director), Chief Operating Officer, Chief Financial Officer, Chief Revenue Officer and Chief Strategy 
Officer.   

Key management compensation for the three months ended January 31 is as follows: 

  2019 2018 

Salaries and other short-term employee benefits (1) $   221,002 $   39,543 
Shares issued on private placement in lieu of payment 45,905 - 

Total (2) $   266,907 $   39,543 

1) Included in the total is $6,654 for the fair value of a Company vehicle provided to the CEO and $2,647 for a 
vehicle and telephone allowance paid to the CSO and COO.  

2) Compensation increased in 2019 as most management personnel started mid-2018 fiscal year. 

 

10.0 Equity Transactions 
 
November 28, 2018, the Company entered into an agreement for a brokered private placement for the sale of up to 
20,000 convertible debentures of the Company, at a price of $1,000 per debenture for gross proceeds of up to 
$20,000,000.  The net proceeds of the offering will be used by the Company to fund retail acquisitions, Canna Cabana 
and Smoker’s store upgrades, for strategic acquisition opportunities as well as for general working capital purposes.  
The debentures will bear interest at a rate of 8.5% per annum, payable on the last business day of each calendar 
quarter.  The debentures are convertible to common shares of the Company at a price of $0.75 per common share and 
will mature two years from the closing of the offering.  The lead agent has the option, in its discretion, to arrange for the 
purchase of up to an additional $20,000,000 in Debentures, for total proceeds of up to $40,000,000.  The first closing 
occurred on December 13, 2018 issuing 11,330 debentures at a price of $1,000 per debenture for gross proceeds of 
$11,330,000. 
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11.0 Changes in Accounting Policies Including Initial Adoption 
 
11.1 IFRS 9 Financial Instruments 

Effective November 1, 2018, the Company adopted IFRS 9, which introduces new requirements for:  

i) The classification and measurement of financial assets and liabilities,  
ii) The recognition and measurement of impairment of financial assets, and 
iii) General hedge accounting 
 

In accordance with the transition provisions of the standard, the Company has elected to not restate prior periods. The 

impact of adopting IFRS 9 was recognized in accumulated deficit at November 1, 2018, and related to the recognition 

of additional expected credit losses.  The net impact resulted in an increase in the expected credit losses allowance of 

$35,776, an increase in deferred income tax assets of $9,660, and a $26,117 increase in Accumulated Deficit. 

The Company's accounting policies under IFRS 9 are outlined below.  

a. Classification and Measurement 

IFRS 9 introduces the requirement to classify and measure financial assets based on their contractual cash flow 

characteristics and the Company's business model for the financial asset. All financial assets and financial liabilities, 

including derivatives, are recognized at fair value on the consolidated statements of financial position when the 

Company becomes party to the contractual provisions of a financial instrument or non-financial derivative contract. 

Financial assets must be classified and measured at either amortized cost, at fair value through profit or loss (“FVTPL”), 

or at fair value through other comprehensive income (“FVTOCI”). 

Financial assets with contractual cash flows arising on specified dates, consisting solely of principal and interest, and 

that are held within a business model whose objective is to collect the contractual cash flows are subsequently 

measured at amortized cost. Financial assets measured at FVTOCI are those which have contractual cash flows arising 

on specific dates, consisting solely of principal and interest, and that are held within a business model whose objective 

is to both to collect the contractual cash flows and to sell the financial asset. All other financial assets are subsequently 

measured at FVTPL.  

Financial liabilities are classified as FVTPL when the financial liability is held for trading. All other financial liabilities are 

subsequently measured at amortized cost.  

The Company's does not currently have any derivative financial instruments. Derivative instruments when utilized would 

initially be recognized at the fair value at the date the derivative contracts were entered into and would be subsequently 

remeasured to their fair value at the end of each reporting period. The resulting gain or loss would be recognized in net 

earnings immediately, unless the derivative was designated and effective as a hedging instrument, in which case the 

timing of the recognition in net earnings would be dependent on the nature of the hedging relationship.  

Derivatives embedded in non-derivative host contracts that are not financial assets within the scope of IFRS 9 (i.e. 

financial liabilities) are treated as separate derivatives when they meet the definition of a derivative, their risks and 

characteristics are not closely related to those of the host contracts, and the host contracts are not measured at FVTPL. 

Derivatives embedded in hybrid financial asset host contracts that are within the scope of IFRS 9 are not separated 

and the entire contract is measured at either FVTPL or amortized cost, as appropriate. The Company's management 

reviewed and assessed the classifications of its existing financial instruments as at November 1, 2018, based on the 

facts and circumstances that existed at that date, as shown below.  

 

Financial Instrument IAS 39 Category IFRS 9 Classification 

Cash and cash equivalents Loans and receivables Amortized cost 

Loans receivable Loans and receivables Amortized cost  

Accounts receivable Loans and receivables Amortized cost 

Accounts payable and accrued liabilities Other financial liabilities Amortized cost 

Credit facilities and long-term debt Other financial liabilities Amortized cost 
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b. Impairment of Financial Assets 

IFRS 9 introduces a new impairment model for financial assets measured at amortized cost as well as certain other 

instruments. The expected credit loss model requires entities to account for expected credit losses on financial assets 

at the date of initial recognition, and to account for changes in expected credit losses at each reporting date to reflect 

changes in credit risk.  

The loss allowance for a financial asset is measured at an amount equal to the lifetime expected credit loss if its credit 

risk has increased significantly since initial recognition, or if the financial asset is a purchased or originated credit-

impaired financial asset.  

If the credit risk on a financial asset has not increased significantly since initial recognition, its loss allowance is 

measured at an amount equal to the 12-month expected credit loss.  

IFRS 9 states that an entity must measure trade receivables at their transaction price (as defined in IFRS 15 Revenue 

from Contracts with Customers) if the trade receivables do not contain a significant financing component (or when the 

entity applies the available practical expedient). This ‘simplified approach’ permits the use of a provision matrix model 

for measuring the loss allowance for trade receivables, contract assets, and lease receivables at an amount equal to 

lifetime expected credit losses under certain circumstances.  

The Company measures its trade receivables and contract assets using the simplified approach. Expected credit losses 

measurement takes into consideration historical customer default rates, adjusted by forward-looking information 

including household consumption and consumer price indices, as well as real gross domestic product. The Company 

also contemplates the grouping of receivables into various customer segments that have similar loss patterns (e.g. by 

geography). The Company uses the general approach to measure the expected credit loss for certain loans receivable 

and lease receivables. 

The Company's management reviewed and assessed its existing financial assets for impairment using reasonable and 

supportable information in accordance with the requirements of IFRS 9 to determine the credit risk of the respective 

items at the date they were initially recognized and compared that to the credit risk as at November 1, 2018. There was 

an increase in credit risk determined upon application of IFRS 9 and therefore an additional loss allowance of $35,776 

was recognized.  

c. General Hedge Accounting 

IFRS 9 retains the three types of hedges from IAS 39 (fair value hedges, cash flow hedges and hedges of a net 

investment in a foreign operation) but increases flexibility as to the types of transactions that are eligible for hedge 

accounting.  

The effectiveness test of IAS 39 is replaced by the principle of an “economic relationship”, which requires that the 

hedging instrument and the hedged item have values that generally move in opposite direction because of the hedged 

risk. Additionally, retrospective hedge effectiveness testing is no longer required under IFRS 9.  

Since the Company does not engage in hedge accounting, the application of IFRS 9 hedge accounting requirements 

has had no impact on the results and financial position of the Company. 

 

11.2 IFRS 15 Revenue from Contracts with Customers 

The Company has adopted IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) with an initial adoption date 

of November 1, 2018. As a result, the Company has changed its accounting policy for revenue recognition, which is 

outlined below. The Company has elected to adopt IFRS 15 retrospectively with the modified retrospective method of 

transition practical expedient and has elected to apply IFRS 15 only to contracts that are not completed contracts at the 

date of initial application. Comparative information has not been restated and is reported under IAS 18 Revenue (“IAS 

18”).  

The Company recognized the cumulative impact of the initial application of the standard as a reclassification on the 

consolidated statement of financial position as well as an increase in accumulated deficit as at November 1, 2018. 

Applying the significant performance obligation requirements to specific contracts resulted in the following: 
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i) A decrease in accounts payable and accrued liabilities of $157,927,  
ii) An increase in Accumulated Deficit of $285,815, and 
iii) An increase in short-term and long-term contract liability of $166,227 and $277,515 respectively.   

 

The impact to accumulated deficit related to franchise arrangements. IFRS 15 requires that, in determining the timing 

of revenue recognition, that if there is a reasonable expectation that the franchisor (the Company) will undertake 

activities that will significantly affect the brand name to which the franchisee has rights, and the franchisee is directly 

exposed to any positive or negative effects of that brand and image throughout the franchise period, that the 

performance obligation is satisfied over the period of the franchise agreement, or in the case of specific brand 

development activities, deferred as a contract liability until such as time as the related activity and associates costs are 

incurred. 

There were no impacts to the statement of cash flows as a result of adopting IFRS 15. 

a. Revenue from Contracts with Customers 

The majority of the Company’s revenues from contracts with customers are derived from the retail and wholesale sale 

of smoking accessories and cannabis products, and from franchise arrangements. 

The Company evaluates whether the contracts it enters into meet the definition of a contract with a customer at the 

inception of the contract and on an ongoing basis if there is an indication of significant changes in facts and 

circumstances. Revenue is measured based on the transaction price specified in a contract with a customer. Revenue 

is recognized when control of the goods or services is transferred to the customer. For certain contracts, revenue may 

be recognized at the invoiced amount, as permitted using the invoice practical expedient, if such amount corresponds 

directly with the Company’s performance to date. The Company excludes amounts collected on behalf of third parties 

from revenue.  

Performance Obligations  

Each promised good or service is accounted for separately as a performance obligation if it is distinct. The Company’s 

contracts may contain more than one performance obligation.  

Transaction Price  

The Company allocates the transaction price in the contract to each performance obligation. Transaction price allocated 

to performance obligations may include variable consideration. Variable consideration is included in the transaction price 

for each performance obligation when it is highly probable that a significant reversal of the cumulative variable revenue 

will not occur. Variable consideration includes variability in quantity and pricing as well as the right of return in certain 

distribution agreements. The consideration contained in the majority of the Company’s contracts with customers is 

primarily non-variable.  

When multiple performance obligations are present in a contract, transaction price is allocated to each performance 

obligation in an amount that depicts the consideration the Company expects to be entitled to in exchange for transferring 

the good or service. The Company estimates the amount of the transaction price to allocate to individual performance 

obligations based on their relative standalone selling prices, which is primarily estimated based on the amounts that 

would be charged to customers under similar market conditions or is based on details of the respective agreements. 

Recognition  

The nature, timing of recognition of satisfied performance obligations, and payment terms for the Company’s goods and 

services are described below: 

For performance obligations related to retail and wholesale contracts, the Company typically transfers control, completes 

the performance obligation, and recognizes revenue at the point in time when delivery of the items to the customer 

occurs, with the exception of bill and hold arrangements as noted below. Upon delivery the customer can obtain 

substantially all of the benefits from the items purchased. 

For performance obligations related to franchise contracts, the Company typically satisfies its performance obligations 

as a point in time, or over time as services are rendered, depending on the obligation and the specifics of the contract. 
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The Company recognizes a contract asset or contract liability for contracts where only one party has satisfied its 

performance obligations. A contract liability is recorded when the Company receives consideration before the 

performance obligations have been satisfied. A contract asset is recorded when the Company has rights to consideration 

for the completion of a performance obligations before it has invoiced the customer. The Company recognizes 

unconditional rights to consideration separately as a receivable. Contract assets and receivables are evaluated at each 

reporting period to determine whether there is any objective evidence that they are impaired.  

The Company recognizes a significant financing component where the timing of payment from the customer differs from 

the Company’s performance under the contract and where that difference is the result of the Company financing the 

transfer of goods and services. For the majority of the contracts revenue excludes the impact of a significant financing 

component since as a practical expedient the standard provides that an entity need not adjust the promised amount of 

consideration for the effects of a significant financing component if the entity expects, at contract inception, that the 

period between when the entity transfers a promised good or service to a customer and when the customer pays for 

that good or service will be one year or less. 

b. Significant Judgments  

Identification of performance obligations  

Where contracts contain multiple promises for goods or services, management exercises judgement in determining 

whether goods or services constitute distinct goods or services or a series of distinct goods that are substantially the 

same and that have the same pattern of transfer to the customer. The determination of a performance obligation affects 

whether the transaction price is recognized at a point in time or over time. Management considers both the mechanics 

of the contract and the economic and operating environment of the contract in determining whether the goods or services 

in a contract are distinct.  

Transaction price  

In determining the transaction price and estimates of variable consideration, management considers the history of the 

customer in estimating the goods and services to be provided to the customer as well as other variability in the contract. 

Allocation of transaction price to performance obligations  

The Company’s contracts generally outline a specific amount to be invoiced to a customer associated with each 

performance obligation in the contract. Where contracts do not specify amounts for individual performance obligations, 

the Company estimates the amount of the transaction price to allocate to individual performance obligations based on 

their standalone selling price, which is primarily estimated based on the amounts that would be charged to customers 

under similar market conditions.  

Satisfaction of performance obligations  

The satisfaction of performance obligations requires management to make judgment as to when control of the underlying 

good or service transfers to the customer. Determining when a performance obligation is satisfied affects the timing of 

revenue recognition. Management considers both customer acceptance of the good or service, and the impact of laws 

and regulations such as standard shipping practices, in determining when this transfer occurs. Management also applies 

judgment in determining whether the invoice practical expedient can be relied upon in measuring progress toward 

complete satisfaction of performance obligations. The invoice practical expedient permits recognition of revenue at the 

invoiced amount, if that invoiced amount corresponds directly with the entity's performance to date.  

c. Other Items 

Contract acquisition costs (including commissions)  

Contract acquisition costs related to sales order and service type contracts are expensed immediately.  The Company 

elects to use the practical expedient that permits immediate expensing of all contract acquisition costs where that 

contract is anticipated to be complete within one year.  
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Warranties 

The Company does not offer an option to purchase additional warranties and does not provide any additional services 

as part of any warranty. The warranties provided relate to product compliance to agreed-upon specifications and are 

considered an assurance type warranty. Warranties will continue to be accounted for under previous IFRS guidance.  

Consignment and principal verse agent considerations 

The new revenue standard focuses on recognizing revenue as an entity transfers control of a good or service to a 

customer. This could affect how an entity evaluates its position in a transaction as either a principal or an agent. The 

new revenue standard provides that an entity is a principal in a transaction if it controls the specified goods or services 

before they are transferred to the customer. 

The Company has entered into an arrangement whereby assets are transferred by the Company to another party (a 

“Consignee”) for storage. The Company continues to act in the capacity of the principal as evidenced by the Company’s 

ability to control the assets until the sale of the product to an external customer.   

Bill and hold arrangements 

In some sales transactions, the Company fulfils its obligations and bills the customer for the work performed but does 

not ship the goods until a later date. These transactions are designed this way at the request of the customer and are 

typically due to the customer’s lack of available storage space for the product, or due to delays in the  customer’s retail 

location construction schedules. The custodial aspect of these arrangements tends to be minimal as the Company 

typically holds onto the products for a short period of time. 

Right of return 

The Company has entered into distribution agreements whereby the Company provides for a right of return to the 

distributor (reseller) of the Company’s products. The Company accounts for the right of return product as a refund liability 

since amounts that are received (or receivable) that are expected to be returned represents an obligation to return the 

customer’s (distributor’s) consideration. The Company recognizes revenue based on the amount to which it expects to 

be ‘entitled’ through to the end of the return period (considering expected product returns). The Company recognizes 

the portion of the revenue subject to the right of return constraint once the amount is no longer constrained. The 

Company continually assesses the position that it is highly probable that a significant reversal in the amount of 

cumulative revenue recognized will not occur when the uncertainty associated with the variable consideration related to 

the right to return has been resolved. 

11.3 Changes in Accounting Standards Not Yet Adopted

In January 2016, the IASB issued IFRS 16 – Leases (“IFRS 16”), which requires lessees to recognize all leases on 

the statement of Financial Position. IFRS 16 is effective for annual periods beginning on or after January 1, 2019, 

with earlier application permitted. The Company will adopt IFRS 16 on November 1, 2019. 

The Company is currently evaluating the impact of the above standard on its Financial Statements. 
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12.0 Financial Instruments and Risk Management 
 
Credit risk arises when one party to a financial instrument will cause a financial loss for the other party by failing to 
discharge its obligation. Financial instruments that subject the Company to credit risk consist primarily of cash, accounts 
receivable and marketable securities. The credit risk relating to cash and cash equivalents and marketable securities 
balances is limited because the counterparties are large commercial banks in Canada and the United States. The 
amounts reported for accounts receivable in the statement of financial position is net of allowances for doubtful accounts 
and bad debts and the net carrying value represents the Company’s maximum exposure to credit risk. Accounts 
receivable (trade) credit exposure is minimized by entering into transactions with creditworthy counterparties and 
monitoring the age and balances outstanding on an ongoing basis. Payment terms with customers are at the point of 
sales or within 30 days from invoice date for corporate customers. Sales to retail customers are required to be settled 
in cash or using major credit cards, mitigating credit risk.  
 
The following table sets forth details of the aging profile of accounts and the allowance for doubtful accounts:  
 

As at, 
  

January 31 

2019  

October 31 

2018  

Current (for less than 30 days)   $      397,896 $      343,178 

31 – 60 days    735,267 232,579 

61 – 90 days    61,881 73,440 

Greater than 90 days   372,450 333,814 

Allowance for doubtful accounts  (117,613) (127,790) 

   $   1,449,881 $    855,221 
 

During the period ended January 31, 2019, $370 in trade receivables were written off due to bad debts (year ended 

October 31, 2018 – $396,148) and nil (year ended October 31, 2018 - $1,093,750) in loans receivables. Individual 

receivables which are known to be uncollectible are written off by reducing the carrying amount directly. The remaining 

accounts receivable are assessed collectively to determine whether there is objective evidence that an impairment has 

been incurred but not yet been identified.  

Movements in the allowance for doubtful accounts of trade receivables that are assessed collectively are as follows: 

 
Period Ended 

January 31 

2019 

Year Ended 

October 31 

2018 

Opening Balance, $     127,790 $     108,831 

Provision for impairment recognised during the year 306 415,107 

Receivables written off during the year as uncollectible (10,483) (396,148) 
 $     117,613 $     127,790 

 
As at January 31, 2019, three (October 31, 2018 – three) customers accounted for 40% (October 31, 2018 – 49%) of 
accounts receivable, each with balances greater than 10%. 
 
As at January 31, 2019 and October 31, 2018, 2 franchisees accounted for 100% of notes receivable, each with 
balances greater than 10%. 
 
The Company performs a regular assessment of collectability of accounts receivables. The Company monitors the 
financial performance and/or cash flows of its franchisees through observation of their point of sale system and receipt 
of cash from customers. The Company continues to receive payments from the franchisees, and has assessed their 
amounts to be collectible, however a significant portion of the accounts will take more than one year to collect. 
Accordingly, management has classified them as long term. In fiscal 2018, the Company reviewed the expected 
payment schedule and discounted it using an average franchisee credit adjusted rate of 11% resulting in the receivables 
being discounted by $474,730. For the period ended January 31, 2019, management reviewed the estimates with no 
significant changes. Accordingly, a recovery of $23,975, representing time value accretion on the discount, has been 
recorded in the statement of loss and comprehensive loss. The Company continues to receive payments from the 
franchisees. Further, the Company holds security over its franchisees by way of holding the head lease to their 
operations and having the right to assume control of the franchisee location and any operations governed by the 
applicable franchise agreement. 
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13.0 Liquidity Risk  
 

13.1 Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company 
generally relies on funds generated from operations and equity financings to provide sufficient liquidity to meet budgeted 
operating requirements and to supply capital to expand its operations. The Company has sufficient working capital to 
meet obligations as they come due.   
 
Maturities of the Company’s financial liabilities are as follows: 

 

Contractual cash 
flows ($) 

Less than one 
year ($) 

Between 1-5 
years ($) 

Greater than 
5 years ($) 

January 31, 2019     
Accounts payable and accrued liabilities 3,208,450 3,208,450 - - 
Shareholder loans 191,174 191,174 - - 
Finance lease obligation 22,046 6,177 15,869 - 

Total 3,421,670 3,405,801 15,869 - 
 

    
October 31, 2018     
Accounts payable and accrued liabilities 2,514,830 2,514,830 - - 
Shareholder loans 36,174 36,174 - - 
Finance lease obligation 23,440 6,127 17,313 - 

Total 2,574,444 2,557,131 17,313 - 

 
13.2 Foreign Currency Risk  
 
Foreign currency risk is defined as the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. The Company maintains cash balances and enters into transactions 
denominated in foreign currencies, principally in United States dollars, which exposes the Company to fluctuating 
balances and cash flows due to variations in foreign exchange rates. 

The Canadian dollar equivalent carrying amounts of the Company’s foreign currency denominated monetary assets 

and monetary liabilities as at the dates presented were as follows: 

(Canadian dollar equivalent amounts of US 
dollar and Euro balances) 

January 31, 
2019 (Euro) 

 January 31, 
2019 (USD) 

January 31, 
   2019 Total     

October 31, 
2018 

Cash $          7,270 $    118,757 $      126,027 $   89,754  
Accounts receivable (including long term 
portion) 

148,868 259,955 408,823  522,160  

Accounts payable and accrued liabilities  (765,930) (217,735) (983,665)  (217,735) 

Net monetary assets $   (609,792) $   160,977 $   (448,815)  $ 394,179  

 
Assuming all other variables remain constant, a fluctuation of +/- 5.0 percent in the exchange rate between the United 
States dollar and the Canadian dollar would impact the carrying value of the net monetary assets by approximately 
$6,000 (October 31, 2018 - $20,000). Maintaining constant variables, a fluctuation of +/- 5.0 percent in the exchange 
rate between the Euro and the Canadian dollar would impact the carrying value of the net monetary assets by 
approximately $21,000 (October 31, 2018 - $Nil). To date, the Company has not entered into financial derivative 
contracts to manage exposure to fluctuations in foreign exchange rates. The Company had no Euro balances as at 
October 31, 2018. 
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14.0 Subsequent Events 

i. Subsequent to year end, the Board of Directors will seek approval from the shareholders at the Company’s annual
general meeting, through a special resolution, to reduce its stated capital, in accordance with Part V, paragraph
37 of the Business Corporations Act, and reduce its retained deficit by $29,698,661 (the “Reduction Amount”).
The Reduction Amount was created by the increased value of the common shares issued on the corporate re-
organization. Management feels that this increase in stated capital and reduction of accumulated earnings is not
reflective of the nature or performance of the business which has operated profitably for many years as evident by
the positive retained earnings prior to the accounting adjustments arising on the corporate reorganization. If the
special resolution passes, High Tide will reflect the impact of the adjustment to the shareholders’ equity section of
the consolidated statement of financial position during fiscal 2019. For illustrative purposes, based on January 31, 

2019 balances, the resolution, if it was passed during the period, would have had the following impact on the
shareholder’s equity section:

Shareholders’ equity Pre-Resolution 

Reduction of 

stated capital 

Post-

Resolution 

$ $ $ 

Share capital  52,950,480 29,698,661 23,251,819 

Contributed surplus 1,232,083 - 1,232,083

Convertible debentures – equity 616,458 -   616,458

Warrants  4,758,838 - 4,758,838

Accumulated deficit (34,267,584) (29,698,661) (4,568,923)

Cumulative Translation Adjustment 1,058 - 1,058 

Equity attributable to owners of the Company 25,291,333 - $25,291,333

ii. As of the date hereof, the Company has entered into agreements to help establish and operate three retail 
cannabis stores in Ontario. Applications for retail store authorizations submitted by the Company’s associated 
beneficiaries (the “Winners”) of the Expression of Interest Application Lottery (the “Lottery”) have proceeded to 
or past the eligibility phase of the Alcohol and Gaming Commission of Ontario (“AGCO”) review process. By way 
of a securitized loan agreement and promissory note, the Company will fund the store development for one of the 

Winners to a maximum of $1,000,000 for a period of ten years at an interest rate of 8% per annum.

iii. The Company has entered into a debt settlement agreement with an arm’s-length service provider, pursuant to 
which High Tide intends to settle an amount of up to $400,000 owed through the issuance of up to 800,000 
common shares of the Company at a deemed price of $0.50 per common share. High Tide anticipates that the 
settlement will close on or about April 2, 2019.

iv. Paul Rosen resigned from High Tide’s Board of Directors effective March 24, 2019.
High Tide’s Board of Directors is now comprised of Raj Grover, Nader Ben Aissa, Arthur Kwan and Nitin Kaushal. 
The Board has three committees:

(i) Audit Committee comprised of Nitin Kaushal (Chair), Arthur Kwan and Nader Ben Aissa;
(ii) Compensation Committee comprised of Raj Grover (Chair), Nader Ben Aissa and Arthur Kwan;
(iii) Nominating and Corporate Governance Committee comprised of Arthur Kwan (Chair), Raj 

Grover and Nitin Kaushal.
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