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INTRODUCTION 

 

The following management’s discussion and analysis (“MD&A”) of the financial condition and results of the 

operations of Cannabis One Holdings Inc. (formerly Metropolitan Energy Corp.) (the “Company”) constitutes 

management’s review of the factors that affected the Company’s financial and operating performance for the 

year ended January 31, 2019. This MD&A has been prepared in compliance with the requirements of National 

Instrument 51-102 - Continuous Disclosure Obligations. This discussion should be read in conjunction with the 

Company’s audited annual consolidated financial statements and related notes for the year ended January 31, 

2019 and 2018. All dollar amounts referred to in this MD&A are expressed in Canadian dollars, unless otherwise 

noted. In the opinion of management, all adjustments (which consist only of normal recurring adjustments) 

considered necessary for a fair presentation have been included.  

 

The results for the periods presented are not necessarily indicative of the results that may be expected for any 

future period. Information contained herein is presented as at January 31, 2019 unless otherwise indicated. The 

financial data included in the discussion provided in this report has been prepared in accordance with 

International Financial Reporting Standards (“IFRS”).  

 

For the purposes of preparing this MD&A, management, in conjunction with the board of directors of the 

Company (the “Board of Directors”), considers the materiality of information. Information is considered material 

if: (i) such information results in, or would reasonably be expected to result in, a significant change in the market 

price or value of the Company’s common shares; or (ii) there is a substantial likelihood that a reasonable investor 

would consider it important in making an investment decision; or (iii) if it would significantly alter the total mix 

of information available to investors. Management, in conjunction with the Board of Directors, evaluates 

materiality with reference to all relevant circumstances, including potential market sensitivity.  

 

For the purposes of this MD&A, the term “Company” means Cannabis One Holdings Inc. and, when making 

reference to the Company after completion of the RTO (as defined herein), includes its subsidiary. 

 

Further information about the Company and its operations is available on SEDAR at www.sedar.com. 

 

FORWARD-LOOKING INFORMATION 

 

This MD&A contains “forward-looking information” and “forward-looking statements” within the meaning of 

Canadian securities laws (“forward-looking statements”). Forward-looking statements are neither historical facts 

nor assurances of future performance. Instead, they are based on management’s current beliefs, expectations or 

assumptions regarding the future of the business, future plans and strategies, operational results and other future 

conditions of the Company. In addition, the Company may make or approve certain statements in future filings 

with Canadian securities regulatory authorities, in press releases, or in oral or written presentations by 

representatives of the Company that are not statements of historical fact and may also constitute forward-looking 

statements. All statements, other than statements of historical fact, made by the Company that address activities, 

events or developments that the Company expects or anticipates will or may occur in the future are forward-

looking statements, including, but not limited to, statements preceded by, followed by or that include words such 

as “may”, “will”, “would”, “could”, “should”, “believes”, “estimates”, “projects”, “potential”, “expects”, 

“plans”, “intends”, “anticipates”, “targeted”, “continues”, “forecasts”, “designed”, “goal”, or the negative of 

those words or other similar or comparable words and includes, among others, information regarding: 

expectations for the effects of any transactions; expectations for the potential benefits of any transactions; 

statements relating to the business and future activities of, and developments related to, the Company after the 

date of this MD&A, including such things as future business strategy, competitive strengths, goals, expansion 

http://www.sedar.com/
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and growth of the Company’s business, operations and plans; expectations that planned acquisitions will be 

completed; expectations that licenses applied for will be obtained; potential future legalization of adult-use 

and/or medical cannabis under U.S. federal law; expectations of market size and growth in the U.S. and the states 

in which the Company operates; expectations for other economic, business, regulatory and/or competitive factors 

related to the Company or the cannabis industry generally; and other events or conditions that may occur in the 

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

objectives, performance or business developments. These statements speak only as of and at the date they are 

made and are based on information currently available and on the then current expectations. Holders of securities 

of the Company are cautioned that forward-looking statements are not based on historical facts but instead are 

based on reasonable assumptions and estimates of management of the Company at the time they were provided 

or made and involve known and unknown risks, uncertainties and other factors which may cause the actual 

results, performance or achievements of the Company, as applicable, to be materially different from any future 

results, performance or achievements expressed or implied by such forward-looking statements, including, but 

not limited to, risks and uncertainties related to: the available funds of the Company and the anticipated use of 

such funds; the availability of financing opportunities; legal and regulatory risks inherent in the cannabis 

industry; risks associated with economic conditions, dependence on management; risks relating to U.S. 

regulatory landscape and enforcement related to cannabis, including political risks; risks relating to anti-money 

laundering laws and regulation; other governmental and environmental regulation; public opinion and perception 

of the cannabis industry; risks related to contracts with third-party service providers; risks related to the 

enforceability of contracts; reliance on the expertise and judgment of senior management of the Company, and 

ability to retain such senior management; risks related to proprietary intellectual property and potential 

infringement by third partiesrisks relating to the management of growth; increasing competition in the industry; 

risks inherent in an agricultural business; risks relating to energy costs; risks associated to cannabis products 

manufactured for human consumption including potential product recalls; reliance on key inputs, suppliers and 

skilled labor; cybersecurity risks; ability and constraints on marketing products; fraudulent activity by 

employees, contractors and consultants; tax and insurance related risks; risks related to the economy generally; 

risk of litigation; conflicts of interest; risks relating to certain remedies being limited and the difficulty of 

enforcement of judgments and effecting service outside of Canada; risks related to future acquisitions or 

dispositions; sales by existing shareholders; limited research and data relating to cannabis; as well as those risk 

factors discussed under “Risk Factors” in this MD&A and in the Company’s Canadian Securities Exchange 

Form 2A - Listing Statement dated February 19, 2019 (the “Listing Statement”) filed by the Company on its 

SEDAR profile. The purpose of forward-looking statements is to provide the reader with a description of 

management’s expectations, and such forward-looking statements may not be appropriate for any other purpose. 

In particular, but without limiting the foregoing, disclosure in this MD&A as well as statements regarding the 

Company’s objectives, plans and goals, including future operating results and economic performance may make 

reference to or involve forward-looking statements. Although the Company believes that the expectations 

reflected in such forward-looking statements are reasonable, it can give no assurance that such expectations will 

prove to have been correct. Certain of the forward-looking statements and other information contained herein 

concerning the cannabis industry, its medical, adult-use and hemp-based cannabidiol markets, and the general 

expectations of the Company concerning the industry and the Company’s business and operations are based on 

estimates prepared by the Company using data from publicly available governmental sources as well as from 

market research and industry analysis and on assumptions based on data and knowledge of this industry which 

the Company believes to be reasonable. However, although generally indicative of relative market positions, 

market shares and performance characteristics, such data is inherently imprecise. While the Company is not 

aware of any misstatement regarding any industry or government data presented herein, the cannabis industry 

involves risks and uncertainties that are subject to change based on various factors. 
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You should not place undue reliance on forward-looking statements contained in this MD&A. Such forward-

looking statements are made as of the date of this MD&A. We undertake no obligation to update or revise any 

forward-looking statements, whether as a result of new information, future events or otherwise, except as 

required by applicable law. The Company’s forward-looking statements are expressly qualified in their entirety 

by this cautionary statement. 

 

 

DESCRIPTION OF BUSINESS  

 

The Company was incorporated on July 16, 2007 under the Business Corporations Act of British Columbia. On 

November 8, 2018, the Company changed its name to Cannabis One Holdings Inc. The Company is a reporting 

issuer in the Provinces of Ontario, Alberta and British Columbia and, for the year ended January 31, 2019, its 

common shares traded on NEX under the trading symbol “MOE.H”.  As of the date hereof, the Company’s Class 

“A” subordinate voting shares (“Subordinate Voting Shares”) are listed on the Canadian Securities Exchange 

(the “CSE”) under the trading symbol “CBIS”. On October 3, 2018, the Company incorporated Metropolitan 

Acquisition Corp.  under the laws of Colorado, USA, as a direct, wholly-owned subsidiary of the Company. 

 

On April 2, 2018, the Company completed a consolidation of its common shares on the basis of one post-

consolidation common share for every 10 pre-consolidation common shares, effective March 29, 2018.  

 

During the year ended January 31, 2019, the Company did not carry on an active business and in the past was 

involved in the exploration of mineral resource properties. During the year ended January 31, 2019, the Company 

was active in identifying and evaluating assets and businesses from various business sectors and industries with 

a view to completing an acquisition of a business or assets that would be suitable for the Company.  On October 

17, 2018, the Company entered into a definitive business combination agreement (the “Business Combination 

Agreement”) whereby it would complete a reverse takeover transaction, as further described herein and in the 

Listing Statement. 

 

 

REVERSE TAKEOVER TRANSACTION AND CONCURRENT FINANCING 

 

Business Combination Agreement with Bertram Capital Finance, Inc. 

 

Further to the announcement on July 5, 2018, the Company entered into the Business Combination Agreement 

to acquire all of the issued and outstanding securities of Bertram Capital Finance, Inc. (“Bertram”). Bertram, 

based in the United States, is a professional management corporation formed to service the fast-growing, legal 

cannabis industry through real estate development and leaseback equipment financing, operating lines of credit, 

consultation, and intellectual property and brand management within U.S. state-legal markets. Bertram, 

headquartered in Denver, Colorado, intends to redefine the traditional, vertically integrated, seed-to-sale business 

model with a specific focus on, through its licensed clients, indirectly aggregating cannabis retail distribution 

and brand manufacturing, without directly owning cannabis licenses itself.  

 

Under the terms of the Business Combination Agreement, on February 25, 2019, the Company acquired, 

indirectly through its wholly-owned subsidiary incorporated in Colorado (“AcquireCo”), all of the issued and 

outstanding equity securities of Bertram in exchange for newly created Subordinate Voting Shares and Class 

“B” super voting shares (“Super Voting Shares”), as applicable, of the Company pursuant to a merger of Bertram 

and AcquireCo, the result of which constituted a reverse takeover of the Company by the shareholders of Bertram 

(the “RTO”). Following the RTO, the Company has indirect operations supporting its state-licensed cannabis 
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clients within a number of state-legal markets throughout the United States and has indirect manufacturing, 

distribution and licensing agreements with independent state-licensed cannabis companies.  

 

Pursuant to the terms of the Business Combination Agreement, the Company delisted from the NEX board of 

the TSX Venture Exchange and effective February 26, 2019 listed its Subordinate Voting Shares on the Canadian 

Securities Exchange under the symbol “CBIS”. 

 

Further details of the proposed transaction are available in the information circular of the Company dated 

September 11, 2018, the Business Combination Agreement and the Listing Statement, which are filed on the 

Company’s SEDAR profile. 

 

Concurrent Subscription Receipt Financing  

 

In conjunction with the execution of the letter of intent for the RTO on July 5, 2018, the Company and Bertram 

determined that the private placement described in the press release dated July 5, 2018 was to be structured as 

an offering of subscription receipts in the capital of Bertram and upsized to up to $8,000,000. Pursuant to the 

terms of the subscription receipts, the subscription receipts were automatically converted into one share in the 

common stock of Bertram and one-half of one Bertram share purchase warrant upon execution of the Business 

Combination Agreement. 

 

Prior to the closing of the RTO, Bertram closed on subscription receipts and issued instructions for the 

registration of the underlying Bertram shares and Bertram warrants, representing aggregate gross proceeds of 

approximately $7,900,000. The Company, following the RTO, intends to use the net proceeds of the private 

placement for general working capital. 

 

 

COMPANY PERFORMANCE AND OBJECTIVES 

 

During the year ended January 31, 2019, the Company did not carry on an active business other than identifying 

and evaluating assets and businesses from various business sectors and industries with a view to completing an 

acquisition of a business or assets that would be suitable for the Company. To fund its business objectives during 

the financial year ended January 31, 2019, the Company relied on external financing. 

 

 

OPERATING SEGMENTS 

 

As at January 31, 2019, the Company had no separate operating segments. 

 

 

RISKS AND UNCERTAINTIES 

 

The Company was previously in the business of acquiring, exploring and, if warranted, developing and 

exploiting natural resource properties however during the year ended January 31, 2019, the Company was only 

active in identifying and evaluating assets and businesses from various business sectors and industries with a 

view to completing an acquisition of a business or assets that would be suitable for the Company. Upon 

completion of the RTO, due to the nature of the Company’s business, the risk factors listed in the Listing 

Statement, among others, will apply. As at January 31, 2019, due to the nature of the Company’s business at 

such time, the following risk factors, among others, applied: 
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No Assurance of Profitability: The Company had no history of earnings and, due to the nature of its proposed 

business, there could be no assurance that the Company would ever be profitable. The Company had not paid 

dividends on its shares since incorporation and does not anticipate doing so in the foreseeable future.  The only 

present source of funds available to the Company was from the sale of its common shares or loans from 

shareholders and related parties. While the Company may have generated additional working capital through 

further equity offerings or loans, there could be no assurance that any such funds would be available on 

favourable terms, or at all. At the time, it was impossible to determine what amounts of additional funds, if any, 

may have been required. Failure to raise such additional capital could have put the continued viability of the 

Company at risk. 

 

Dependence Upon Others and Key Personnel:  The Company was dependent upon the services of key 

executives, including the directors of the Company and a small number of highly-skilled and experienced 

executives and personnel. Due to the relatively small size of the Company, the loss of those persons or the 

inability of the Company to attract and retain additionally highly-skilled employees may have adversely affected 

its business and future operations.  

 

Share Price Volatility:  In recent years, the securities markets have experienced a high level of price and volume 

volatility, and the market price of securities of many companies, particularly those considered exploration stage 

companies, have experienced wide fluctuations in price which have not necessarily been related to the operating 

performance, underlying asset values or prospects of such companies. There could be no assurance that 

significant fluctuations in the trading price of the Company’s common shares would not occur, or that such 

fluctuations would not materially adversely impact on the Company’s ability to raise equity funding without 

significant dilution to its existing shareholders, or at all. 

  

Financing Risks: The Company had limited financial resources, had no source of operating cash flow and had 

no assurance that additional funding would be available to it to fund working capital requirements. Although the 

Company had been successful in the past in obtaining financing through the sale of equity securities and through 

loans from related parties and shareholders, there could be no assurance that it would be able to obtain adequate 

financing in the future or that the terms of such financing would be favourable. Failure to obtain such additional 

financing could have resulted in the Company being unable to continue as a going concern.  

 

Insufficient Financial Resources: Although the Company had positive working capital, this may not have been 

sufficient to undertake acquisitions. Any acquisitions would depend upon the Company’s ability to obtain 

financing through private placement financing, public financing, short or long-term borrowings or other means. 

There was no assurance that the Company would be successful in obtaining the required financing.  Failure to 

raise the required funds could have resulted in the Company not being able to acquire an asset or business and 

maintain operations.  

 

Dilution to the Company’s Existing Shareholders: The Company required additional equity financing be raised 

in the future, which may have resulted in the Company issuing securities on less than favourable terms to raise 

sufficient capital to fund its business plan. Any transaction involving the issuance of equity securities or 

securities convertible into common shares would result in dilution, possibly substantial, to present and 

prospective holders of common shares. 
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MANAGEMENT CHANGES 

 

On May 11, 2018, the Company announced the resignation of Michael Thomson from the Board of Directors 

effective May 10, 2018 and the appointment of Christopher Fenn to the Board of Directors effective May 11, 

2018. 

 

SELECTED ANNUAL FINANCIAL RESULTS 

 

The following selected financial data with respect to the Company’s financial condition and results of operations 

have been derived from the audited annual financial statements of the Company for the years ended January 31, 

2019, 2018 and 2017. The selected financial data should be read in conjunction with those financial statements 

and the notes thereto. In $000’s except per share amounts: 

 

    2019  2018  2017 

         

Total revenue    $Nil  $Nil  $Nil 

Net loss    $834  $64  $60 

Basic and diluted loss per share    $(0.07)  $0.07  $0.07 

Total assets    $1,594  $0.7  $0.9 

Total long term liabilities    $Nil  $Nil  $Nil 

Cash dividends declared per share 

for each class of share     $Nil  $Nil  $Nil 

 

SELECTED QUARTERLY FINANCIAL PERFORMANCE 

 

The following table sets out selected quarterly financial results, in $000’s except per share amounts: 

 

 
Jan 31, 

2019 

Oct 31, 

2018 

Jul 31, 

2018 

Apr 30, 

2018 

Jan 31, 

2018 

Oct 31, 

2017 

Jul 31, 

2017 

Apr 30, 

2017 

Financial Results:         

Net revenue $- $- $- $- $- $- $- $- 

Net loss for period $319 $387 $105 $23 $28 $13 $12 $11 

Basic and diluted 

loss/share $0.026 $0.026 $0.008 $0.004 $0.031 $0.014 $0.013 $0.012 

Expenditures on 

exploration and 

evaluation  $- $- $- $- $- $- $- $- 

Balance Sheet Data:         

Cash and cash 

equivalents $1,499 $1,536 $1,963 $751 $0.7 $0.8 $0.8 $0.9 

Total assets $1,593 $1,586 $1,963 $751 $0.7 $0.8 $0.8 $0.9 

Shareholders’ equity 

(deficiency) $1,205 $1,524 $1,898 $467 ($260) ($232) ($219) ($207) 

 

There are no general trends regarding the Company’s quarterly results. Quarterly results may vary significantly 

depending mainly on the Company’s current business activities or whether the Company granted any stock 
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options. These factors may account for material variations in the Company’s quarterly net losses and are not 

predictable. The factor which has had the most material effect on quarterly results is the granting of stock options 

due to the resulting share-based compensation charges which may be significant when they arise. Another factor 

which has a direct effect on quarterly results is the loan agreements with compounded interest that results to 

higher finance cost over time.The transaction cost of $276,545 incurred in the last quarter of 2019 affected the 

loss for that quarter. 

 

 

RESULTS OF OPERATIONS 

 

During the year ended January 31, 2019, the Company reported a net loss of $834,377 compared to a net loss of 

$64,139 during the year ended January 31, 2018, representing an increase in loss of $770,238. Administration 

and general expenses for the year were $931,188 as compared with $43736 during the comparable prior year. 

The bulk of the increase in the year ended January 31, 2019 loss from the comparable prior year arose from the 

increase of professional fees and transaction costs due to advisory fees paid by the Company in connection to 

the definitive business combination agreement entered into by the Company, and consulting fees and share-

based compensation incurred during the current year.  

 

Finance and other costs were $13,314 during the year ended January 31, 2019 compared to $20,409 during the 

year ended January 31, 2018. The decrease resulted from the reduced interest expense due to settlement of loans 

during the current period. 

 

For the year ended January 31, 2019, the Company has had no active operations. There is no source of operating 

income and losses are expected to continue. Net loss, quarter over quarter, is affected by the level of general 

corporate activity, and project evaluation undertaken during the period. 

 

 

FOURTH QUARTER 

 

During the three months ended January 31, 2019, the Company reported a net loss of $318,818 compared to a 

net loss of $28,018 during the three months ended January 31, 2018, representing an increase in loss of $290,800.  

 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

As at January 31, 2019, the Company had no revenue generating operations from which it could internally 

generate funds. During the year ended January 31, 2019, the Company financed its operations and met its capital 

requirements primarily through the issuance of equity securities on a private placement basis. 

 

Working capital, being current assets less current liabilities as of January 31, 2019 was $1,205,253 as compared 

to a deficiency of $260,137 as at January 31, 2018.  

 

  

 

January 31, 2019 

 

 

 

January 31, 2018 

Working capital (deficit) $ 1,205,253 $ (260,137) 

Deficit $ (2,958,182) $ (2,123,805) 
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Net cash on hand increased by $1,498,128 from $727 at January 31, 2018 to $1,498,855 at January 31, 2019. 

The increase in cash resulted mainly from proceeds from issuance of common shares and exercise of common 

share purchase warrants. 

 

During the year ended January 31, 2017, the Company raised $10,000 by way of unsecured loans at a rate of 

interest at 18% per annum, compounded monthly. The loans bear interest at a rate of 18% per annum, 

compounded and payable monthly. The loans have a term of 12 months maturing in May 2017, and are payable 

on demand. If the loans are not repaid at maturity, interest will be charged at 24% per annum. Of the total loans, 

$5,000 was from a director of the Company. In consideration for the loans, the Company has received the 

approval of the TSX Venture Exchange to pay a 20% bonus, payable in common shares in the capital of the 

Company, which has resulted in 40,000 common shares of the Company being issued. On June 28, 2018, all 

outstanding loans were repaid by the Company. 

 

As at January 31, 2019, the Company had not entered into any long-term lease commitments. 

 

Although the Company currently had positive working capital as at January 31, 2019, this may not besufficient 

to fund its identification and evaluation of potential businesses and/or assets as well as its general corporate 

obligations (accounts payable and ongoing expenses) for the next twelve months. However, the Company was 

able to complete the RTO using its working capital.   

 

 

USE OF ESTIMATES AND JUDGMENTS 

 

The preparation of the Company’s audited annual consolidated financial statements in conformity with IFRS 

requires management to make judgments, estimates and assumptions that affect the reported amounts of assets, 

liabilities and contingent assets and liabilities at the date of the financial statements and reported amounts of 

revenues and expenses during the reporting period. Estimates and assumptions are continuously evaluated and 

are based on management’s experience and other factors, including expectations of future events that are 

believed to be reasonable under the circumstances. However, actual outcomes can differ from these estimates. 

Revisions to accounting estimates are recognized in the period in which the estimates are revised and in any 

future periods affected. 

 

The presentation of the audited annual consolidated financial statements requires judgments regarding the ability 

of the Company to continue as a going concern, as described in Note 1 to the Company’s audited annual 

consolidated financial statements for the year ended January 31, 2019. 

 

 

CHANGES IN ACCOUNTING POLICIES  

 

The Company has adopted all of the requirements of IFRS 9 Financial Instruments (“IFRS 9”) as of February 

1, 2018. IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement (“IAS 39”). IFRS 9 

utilizes a revised model for recognition and measurement of financial instruments and a single, forward-looking 

“expected loss” impairment model. Most of the requirements in IAS 39 for classification and measurement of 

financial liabilities were carried forward in IFRS 9, so the Company’s accounting policy with respect to financial 

liabilities is unchanged. 

 

 



Cannabis One Holdings Inc.    

(Formerly Metropolitan Energy Corp.) 
 

Management’s Discussion and Analysis 

For the years ended January 31, 2019 and 2018 

 

 

 10 

See Note 2 to the Company’s audited annual consolidated financial statements for the year ended January 31, 

2019 for further discussion of newly adopted accounting policies. 

 

ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT REVENUE 

 

Readers are directed to the audited annual consolidated financial statements for the year ended January 31, 2019 

and 2018 for a detailed breakdown of expenses. 

 

RELATED PARTY TRANSACTIONS 

 

During the year ended January 31, 2019 and 2018, the Company entered into certain transactions with related 

parties. Any amounts due to related parties are unsecured, non-interest bearing and have no specific repayment 

terms. 

 

A description of the related party transactions is as follows:  

 

 

Three months 

ended  

January 31, 

Year 

ended January 31, 

   2019 2018 

   $ $ 

Professional fees paid to: 

   BridgeMark Financial Corp. (“Bridgemark”), a 

company controlled by a former officer   22,050 18,900 

Wildhorse Capital Partners Inc. (“Wildhorse”), a 

company with directors and officers in common   380,500 - 

Share-based compensation   50,274 - 

Interest accrued on loans and advances from directors   5,997 9,234 

   458,821 28,134 

 

The following related party amounts are included in accounts payable and accrued liabilities: 

 

 

January 31,  

2019 

January 31,  

2018 

 $ $ 

Officer of the Company (Jordan Shapiro) - 12,625 

Former officer of the Company (Michael Thomson) - 1,000 

BridgeMark, a company formerly having directors and officers in 

common 6,300 37,800 

Avarone Metals Inc., a company formerly having directors and 

officers in common - 48,300 

Remstar Resources Ltd., a company formerly having directors and 

officers in common - 14,700 

Wildhorse, a company with directors and officers in common 17,500 - 

 23,800 132,425 
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Amounts due to related parties are unsecured, non-interest bearing and have no specific repayment terms. 

 

During the year ended January 31, 2019, the Company settled $116,550 (January 31, 2018 - $Nil) of accounts 

payable owing to an officer, a former officer of the Company and companies having directors and officers in 

common with a cash payment of $53,025 and recorded a gain on settlement of payables of $63,525. 

As at January 31, 2019, the Company has a deposit of $50,000 (January 31, 2018 - $Nil) with Wildhorse. 

 

In June 2018, the Company entered into an advisory services agreement with Wildhorse whereby the Company 

paid a deposit of $50,000 to Wildhorse, incurred expenses of $380,500 related to advisory services and has a 

commitment to pay a further $250,000 to Wildhorse should the Business Combination Agreement be executed. 

 

Further, upon completion of the RTO, the Company issued 1,575,000 Subordinate Voting Share purchase 

warrants to Wildhorse entitling the holder to acquire one Subordinate Voting Share at an exercise price equal to 

$0.40 for two years from the completion of the RTO on February 25, 2019. 

 

 

OUTSTANDING SHARE DATA 

 

As at January 31, 2019, the Company was authorized to issue an unlimited number of common shares without 

par value. As at January 31, 2019, there were 15,202,315 shares issued and outstanding. 

 

As at January 31, 2019, the Company had 200,000 stock options outstanding. 

 

As at January 31, 2019, the Company had 10,000,000 share purchase warrants outstanding.  

 

 

INVESTOR RELATIONS 

 

Investor relations inquiries are handled by the CEO of the Company. 

 

 

FINANCIAL INSTRUMENTS  

 

(a) Fair Value of Financial Instruments 

 

As at January 31, 2019, the Company’s financial instruments consist of cash and accounts payable. The 

carrying values of these financial instruments approximate their fair values because of their short-term 

nature and/or the existence of market related interest rates on the instruments.  

 

The Company has no financial instrument, assets or liabilities recorded in the audited annual consolidated 

statements of financial position at January 31, 2019 and January 31, 2018 at fair value. 

 

(b) Financial Instruments Risk 

 

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board 

of Directors approves and monitors the Company’s risk management processes. 
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(i) Credit Risk 

 

Credit risk primarily arises from the Company’s cash and the risk exposure is limited to the carrying 

amounts at the statement of financial position date. Cash are cash deposits with Canadian banks and 

Trust account. Credit risk is assessed as low. 

 

(ii) Liquidity Risk 

 

Liquidity risk is the risk that the Company cannot meet its financial obligations associated with 

financial liabilities in full. The Company manages liquidity risk through the management of its capital 

structure, as outlined in Note 9 to its audited annual consolidated financial statements. 

 

The Company’s approach to managing liquidity is to ensure, when reasonably possible, that it will 

have sufficient liquidity to settle obligations and liabilities when due. As at January 31, 2019, the 

Company had a cash balance of $1,498,855 to settle current liabilities of $388,321 which consists of 

accounts payable and accrued liabilities of $388,321 that are considered short-term. The Company 

has current funds available to settle existing liabilities. 

 

See Note 8 to the Company’s audited annual consolidated financial statements for the year ended 

January 31, 2019 for further discussion on liquidity. 

 

(iii) Interest Rate Risk 

 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in market interest rates. The Company’s loans payable have fixed rates 

of interest and have been fully paid during the period ended January 31, 2019, and thus do not expose 

the Company to interest rate risk. 

 

From time to time, the Company invests cash in guaranteed investment certificates at fixed or floating 

interest rates in order to maintain liquidity while achieving a satisfactory return for shareholders. A 

change of 100 basis points in the interest rates would not be material to the audited annual 

consolidated financial statements. 

 

During the year ended January 31, 2019, there were no changes to the Company’s risk exposure or to the 

Company’s policies for risk management. 

 

 

CAPITAL MANAGEMENT 

 

The Company’s objective when managing capital is to safeguard the Company’s ability to continue as a going 

concern such that it can provide returns for shareholders and benefits for other stakeholders. The Company 

considers the items included in shareholders’ equity as capital.  The management of the capital structure is based 

on the funds available to the Company in order to support its business and to maintain the Company in good 

standing with the various regulatory authorities. In order to maintain or adjust its capital structure, the Company 

may issue new shares, sell assets to settle liabilities or return capital to its shareholders. 

 

The Company is not subject to externally imposed capital requirements. 
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The Company’s historical sources of capital have consisted of the sale of equity securities and loans payable.  

Historically, in order for the Company to acquire mineral properties and pay for administrative costs, the 

Company needed to raise additional amounts externally.  

 

There were no changes in the Company’s management of capital during the year ended January 31, 2019. 

 

 

OFF-BALANCE SHEET ARRANGEMENTS 

 

As at January 31, 2019, the Company did not have any off-balance sheet arrangements. 

 

 

SUBSEQUENT EVENTS 

 

 

Proposed Transactions  

 

Subsequent to January 31, 2019, the Company entered into the following agreements to acquire certain 

businesses and or assets: 

 

Liht Transaction (pending completion): 

 

Effective March 13, 2019, Company executed a letter of intent to acquire a 51% ownership in California 

license holder, “420 Express Delivery Inc.” which operates, “Green Leaf Wellness”, a dispensary in the 

Coachella Valley of California, from Liht Cannabis Corp., (the “Liht Transaction”) a publicly traded 

company on the CSE.  

 
Consideration payable by the Company will be the rebranding of the Green Leaf Wellness dispensary, 

valued at US$250,000, under the Company’s “The JointTM” banner; and US$350,000 in Subordinate Voting 

Shares, which will be subject to a 12-month trading restriction following the date of issuance. The Company 

will retain a right-of-first refusal to purchase the remaining 49% of Green Leaf Wellness and related assets 

at fair market value in exchange for additional Subordinate Voting Shares and/or cash consideration for a 

period of 5 years following closing of the Liht Transaction. 

 

The completion of the Liht Transaction will be subject to applicable regulatory approvals. 

 

Honu Transaction (completed): 

 

On May 6, 2019, the Company, through its wholly-owned subsidiary, Bertram, completed an acquisition 

pursuant to a definitive asset purchase agreement (the “Honu Purchase Agreement”) of certain business and 

operating assets of Honu Enterprises, Inc. (“Honu”), inclusive of all intellectual property and certain 

equipment (the “Honu Transaction”). In accordance with Washington State regulations and legislation, 

neither the Company, nor Bertram, acquired any interest in regulated inventory or licenses related to the 

cultivation, manufacture, distribution, or sale of cannabis or cannabis-related products in connection with 
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the Honu Transaction. 

 

Pursuant to the terms of the Honu Purchase Agreement, the gross consideration payable to Honu in 

connection with the Honu Transaction will be up to US$10,280,811 payable through the issuance by the 

Company to Honu of Super Voting Shares due in three equal parts upon closing of the Honu Transaction 

(“Closing”) and subsequently upon the satisfaction of provisions applicable to two (2) earn-out 

consideration payments (each an “Earn-Out”). Upon Closing, the Company issued to Honu 87,802 Super 

Voting Shares at a per Super Voting Share price equal to CDN$43.3165 for gross consideration of 

approximately US$2,837,952.80 (CDN$3,803,282.44), which figure is net of those funds previously 

advanced to Honu by the Company or its subsidiaries prior to Closing. 

 

The two (2) Earn-Out consideration payments will each be contingent on reaching certain annual revenue 

targets (the “Annual Revenue Targets”) and will each consist of the issuance of up to such number of Super 

Voting Shares as is equal to a value of US$3,426,937. Each Earn-Out consideration will be payable within 

thirty (30) days following the audited validation of the applicable Annual Revenue Target. The per Super 

Voting Share price for each Earn-Out will be equal to ten (10) times (given that each Super Voting Share 

is convertible into ten (10) Subordinate Voting Shares) the greater of: (a) the maximum discount allowed 

under the policies of the CSE to the closing price of the Subordinate Voting Shares immediately prior to 

the date of the execution of the Honu Purchase Agreement and the announcement of the same by the 

Company; and (b) the ten (10) day volume-weighted average price of the Subordinate Voting Shares on the 

CSE immediately preceding the closing date of the applicable Earn-Out, converted into United States 

Dollars using a ten (10) day simple average of the USD/CAD foreign exchange rate for the period 

immediately preceding the closing of the applicable Earn-Out, as published on www.federalreserve.gov. 

 

All Super Voting Shares issued pursuant to the Honu Purchase Agreement will be subject to a contractual 

lock-up, restricting the transfer of the Super Voting Shares (and any Subordinate Voting Shares issuable 

upon conversion of the Super Voting Shares) for a total of eighteen (18) months from the date of issuance, 

during which time 33.33% of the issued Super Voting Shares will be released from such lock-up on each 

six (6) month anniversary of the issuance of the Super Voting Shares (the “Lock-Up”) pursuant to the terms 

and conditions of a lock-up agreement entered into between Honu and the Company (the “Lock-Up 

Agreement”). The Lock-Up Agreement provides for certain exemptions from such transfer restrictions, 

provided that such transferred Super Voting Shares (and any Subordinate Voting Shares issuable upon 

conversion of the Super Voting Shares) will remain subject to the Lock-Up following such transfer. 

Additionally, Honu has agreed to grant the Company a sixty (60) day right-of-first-refusal to purchase, or 

identify a third-party purchaser for, any such the Company shares intended to be sold by Honu. 

 

As at the date of authorization of the financial statements, the initial accounting for the Honu Transaction 

is incomplete. As a result, the Company is unable to provide disclosure in accordance with IFRS 3 Business 

Combinations in respect of the following: (i) the amount and qualitative factors that make up goodwill that 

may be recognized, and the amount if any, of goodwill that is expected to be deductible for tax purposes; 

(ii) the fair values and gross contractual amounts of receivables acquired; (iii) the amounts recognized for 

each major class of assets and liabilities assumed; (iv) the amount of separately recognized transactions 

which may include acquisition-related professional fees and other costs that may be recognized as an 
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expense in profit or loss. 

 

Fat Face Farms Transaction (completed): 

 

On April 17, 2019, the Company, through its wholly-owned subsidiary, Bertram, completed an acquisition 

pursuant to a definitive asset purchase agreement (the “JBC Purchase Agreement”) with JBC Enterprises 

LLC (“JBC”), whereby it acquired the business and operating assets of JBC, inclusive of all leasehold 

rights, intellectual property, and equipment (the “JBC Transaction”). In accordance with Colorado 

regulation and legislation, neither the Company, nor Bertram, acquired any interest in regulated inventory 

or licenses related to the cultivation, manufacture, distribution, or sale of cannabis or cannabis-related 

products in connection with the JBC Transaction.  

 

Pursuant to the terms of the JBC Purchase Agreement, the gross consideration payable to JBC in connection 

with the JBC Transaction was equal to US$1,100,000 (C$1,467,719) payable through the issuance by the 

Company to JBC of 37,358 Super Voting Shares at a per Super Voting Share price equal to C$39.2871. 

Pursuant to a shortfall in consideration due to rounding and in lieu of the issuance of a fractional Super 

Voting Share, a cash payment of US$23.62 was paid by Bertram to JBC.  

 

The Super Voting Shares issued to JBC in connection with the transaction are subject to a trading restriction 

pursuant to applicable Canadian securities legislation, of four (4) months and one (1) day and trading 

restriction pursuant to applicable United States securities legislation. Additionally, JBC has agreed to grant 

the Company and Bertram a sixty (60) day right of-first-refusal to purchase, or identify a third-party 

purchaser for, any such Super Voting Shares intended to be sold by JBC. 

 

As at the date of authorization of the financial statements, the initial accounting for the JBC Transaction is 

incomplete. As a result, the Company is unable to provide disclosure in accordance with IFRS 3 Business 

Combinations in respect of the following: (i) the amount and qualitative factors that make up goodwill that 

may be recognized, and the amount if any, of goodwill that is expected to be deductible for tax purposes; 

(ii) the fair values and gross contractual amounts of receivables acquired; (iii) the amounts recognized for 

each major class of assets and liabilities assumed; (iv) the amount of separately recognized transactions 

which may include acquisition-related professional fees and other costs that may be recognized as an 

expense in profit or loss. 

 

Evergreen Organix Transaction (pending completion): 

 

On April 22, 2019, the Company announced it had executed three definitive agreements to acquire certain 

assets of Nevada-based LV 3480 Partners LLC, 3480 Investors, Inc., and Agro Finance LLC (collectively, 

“Evergreen Organix”) (the “Evergreen Organix Transaction”). Subject to the approval of Nevada State 

regulators, the Company will acquire Nevada-State issued cannabis cultivation and manufacturing licenses, 

related infrastructure and operations, intellectual property and other assets including several flower and 

infused-product brands. Evergreen Organix has established manufacturing and distribution relationships 

for the production of its suite of brands across six states: Nevada, California, Colorado, Washington, 

Oregon, and Montana. 

 
Total aggregate consideration payable by the Company pursuant to the Evergreen Organix Transaction is 

equal to approximately $47,710,623 comprised of Super Voting Shares, cash, and assumed liabilities as 
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follows: 

 

i) US$24,607,506 in Super Voting Shares, less any funds previously advanced by the Company to 

Evergreen Organix, payable to LV 3480 Partners LLC. The Super Voting Shares will be subject to a 

lock-up period of 18-months following the date of issuance which restricts the transfer of these 

securities during the lock-up period. During the lock-up period 33.33% of the issued Super Voting 

Shares will be released from the lock-up every six months.  There will be a trading restriction of four 

months following closing of the Evergreen Organix Transaction; 

 

ii) US$15,000,000 payable to 3480 Investors, Inc., comprised of US$14,355,000 in assumed liabilities 

and US$645,000 in cash; and 

 
iii) US$8,103,117 payable to Agro Finance LLC in cash. 

 

The completion of the Evergreen Organix Transaction will be subject to shareholder approval of the 

Evergreen Organix entities and applicable regulatory approvals. 
 

Itachi Agreement 

On April 25, 2019, the Company entered into an agreement with Colorado-based cannabis industry 

consulting firm Itachi Advisory Group LLC ("Itachi"), to pursue acquisitions related to a suite of portfolio 

assets related to cannabis retail, cultivation, and manufacturing operations from certain entities. 

 
Warrants 

The Company extended the expiry date of 10,000,000 warrants from March 29, 2019 to March 29, 2020. 

Subsequent to January 31, 2019, 2,175,000 Class A subordinated voting shares were issued on the exercise 

of 2,175,000 warrants for gross proceeds of $543,750.  
 


