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CSE - FORM 7

MONTHLY PROGRESS REPORT – DECEMBER 2018

Name of CSE Issuer: Dixie Brands Inc. (the "Issuer", the "Company", or the "Corporation")

Trading Symbol: DIXI.U

Number of Outstanding Listed Securities: 124,853,263 subordinate voting shares ("SVS")

Date: January 07, 2019

1. General Overview and Discussion

Dixie Brands Inc. through its wholly-owned subsidiary Dixie Brands (USA) Inc. (formerly, Dixie 
Brands, Inc.) ("USA Inc."), carries on the principal business of branding, marketing and licensing 
of certain technology and product names related to THC-Products, including brands such as 
"DIXIE™ ELIXIRS & EDIBLES", as well as full spectrum hemp oil derived human and animal 
dietary supplements through the brands "ACESO WELLNESS" and "THERABIS" in the United 
States, Canada, Mexico, Australia and New Zealand. 

The Company is headquartered at 4990 Oakland Street, Denver, Colorado 80239.

2. Activities of Management

The Company is currently negotiating various letters of intent to expand its footprint in the United 
States and internationally.

The Company’s VP of Corporate Development, Trip McDermott, will be attending the 
AltaCorp/ATB 7th Annual Energy, Life Sciences & Diversified Investor Conference scheduled to 
take place in early January 2019.

3. New Exploration Activities

Not applicable.

4. Exploration Activities - Amended or Abandoned

Not applicable.

5. New Business Relationships

Reference is made to Item 2 above.

6. Expiry or Termination of Contracts or Financing Agreements

Not applicable.
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7. Acquisition or Disposition of Assets

Not applicable.

8. Acquisition or Loss of Customers

Not applicable.

9. New Developments or Effects on Intangible Assets

Not applicable.

10. Employee Hirings and Terminations

None.

11. Labour Disputes and Resolutions

Not applicable.

12. Legal Proceedings

None.

13. Indebtedness Incurred or Repaid

The Corporation did not incur or repay any indebtedness other than in the normal course of 
operations.

14. Securities Issued and Options or Warrants Granted

Security Number Issued Details of Issuance Use of Proceeds

SVS 75,000 Issued at $0.08 per 
share for cash 
proceeds of $6,000

Working capital

15. Loans to or by Related Parties

The Corporation does not have any loans to or by Related Parties other than in the normal course 
of operations.

16. Changes in Officers, Directors or Committee Members

Not applicable.
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17. Trends Impacting the Company

The following are certain risk factors relating to the business of the Issuer. These risks and 
uncertainties are not the only ones facing the Issuer. Additional risks and uncertainties not 
presently known to the Issuer or currently deemed immaterial by the Issuer, may also impair the 
operations of the Issuer. If any such risks actually occur, Shareholders of the Issuer could lose all 
or part of their investment and the business, financial condition, liquidity, results of operations and 
prospects of the Issuer could be materially adversely affected and the ability of the Issuer to 
implement its growth plans could be adversely affected.

The acquisition of any of the securities of the Issuer is speculative, involving a high degree of risk 
and should be undertaken only by Persons whose financial resources are sufficient to enable them 
to assume such risks and who have no need for immediate liquidity in their investment. An 
investment in the securities of the Issuer should not constitute a major portion of an individual's 
investment portfolio and should only be made by Persons who can afford a total loss of their 
investment. Issuer Shareholders should evaluate carefully the following risk factors associated 
with the Issuer's securities, along with the risk factors described elsewhere in the Issuer's Listing 
Statement.

Terms that are otherwise not defined shall have the meaning ascribed to them in the Issuer's Listing 
Statement.

Risks Related to the Operations of the Issuer

USA Inc. has a limited operating history.

USA Inc. was formed on May 5, 2014, and is in early development with four (4) years of operating 
history. Because of USA Inc.'s limited operating history, historical financial data may be of limited 
value in estimating future dividends and expenses. It is difficult to make accurate predictions and 
forecasts given the lack of extended operating history. This is compounded by the fact the company 
operates in the legal cannabis industry, one of the fastest transforming industries in North America. 
There is no guarantee our Products or services will remain attractive to potential and current users 
as the industry undergoes rapid change. Even if the Issuer accomplishes its objectives, it may not 
generate the positive cash flows or returns it anticipates. Any budgeted expense levels are based 
in part on the Issuer's expectations concerning future revenues. Unanticipated problems, expenses
and delays are frequently encountered in establishing a new business and developing new facilities. 
These include, but are not limited to, inadequate funding, competition, facility development, the 
inability to employ or retain talent, inadequate sales and marketing, and regulatory concerns. The 
failure by the Issuer or the Operating Companies to meet any of these conditions would have a 
materially adverse effect upon the Issuer. No assurance can be given that the Issuer or the 
Operating Companies can or will ever be successful in their operations and operate profitably.
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The Issuer's ability to identify and engage manufacturing and licensing affiliates will be subject to 
factors beyond the Issuer's control, and there is no guarantee that the Issuer will establish such 
relationships.

The Issuer's growth strategy depends in large part on its ability to timely and efficiently identify 
and engage in manufacturing and licensing arrangements with Operating Companies which can 
operate such facilities on a profitable basis. Delays or failures in acquiring or developing these 
relationship could materially and adversely affect planned growth. The success of any planned 
expansion will depend upon numerous factors, many of which are beyond the Issuer's control, 
including the following:

 the ability to identify and secure an adequate supply of available and suitable 
manufacturing and licensing affiliates;

 the availability and retention of qualified operating personnel;

 the increases in minimum wage and other operating costs;

 volatility of commodity prices;

 consumer preferences, spending patterns and demographic trends;

 securing required governmental approvals and permits;

 changes in state and federal law or enforcement priorities;

 competition in current and future markets and competitive discounting;

 availability of capital; and

 the possibility of unforeseen events affecting the cannabis industry generally, such as the 
change in laws or enforcement of current laws related to the cannabis industry.

The Issuer faces intellectual property risks including regulatory and competitive challenges.

The Issuer has certain proprietary intellectual property, including but not limited to brands, 
trademarks, trade names, patents and proprietary processes. As detailed in item 3 of the Issuer's 
Listing Statement, at present, the Issuer holds various intellectual property rights including the 
Dixie IP. The Issuer will rely on this intellectual property, know-how and other proprietary 
information, and require employees, consultants and suppliers to sign confidentiality agreements. 
However, these confidentiality agreements may be breached, and the Issuer may not have adequate 
remedies for such breaches. Third parties may independently develop substantially equivalent 
proprietary information without infringing upon any proprietary technology rights. Third parties 
may otherwise gain access to the Issuer's proprietary information and adopt it in a competitive 
manner. Given the high reliance on intellectual property, any loss of intellectual property 
protection may have a material adverse effect on the Issuer's business, results of operations or 
prospects.
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As long as cannabis remains illegal under U.S. federal law as a Schedule I controlled substance 
pursuant to the CSA, the benefit of certain federal laws and protections, such as federal trademark 
and patent protection of the intellectual property of a business, may not be available to the Issuer. 
As a result, the Issuer's intellectual property may never be adequately or sufficiently protected 
against the use or misappropriation by third-parties. In addition, since the regulatory framework 
of the cannabis industry is in a constant state of flux, the Issuer can provide no assurance that it 
will ever obtain any protection of its intellectual property, whether on a federal, state or local level. 
While many states do offer the ability to protect trademarks independent of the federal government, 
patent protection is wholly unavailable on a state level, and state-registered trademarks provide a 
lower degree of protection than would federally-registered marks.

The failure to enforce and maintain the Issuer's intellectual property rights could enable others to 
use names confusingly similar to DIXIE™ which could adversely affect the value of the brand.

The success of the Issuer depends on its continued ability to use the DIXIE™ trademarks in order 
to increase brand awareness. In that regard, the Issuer believe that the DIXIE™ brand is valuable 
asset that is critical to the Issuer success. The unauthorized use or other misappropriation of the 
DIXIE™ brand could diminish the value of the Issuer's business concept and may cause a decline 
in revenue.

The Issuer depends on the services of key executives, the loss of whom could materially harm the
Issuer's business and its strategic direction if it were unable to replace them with executives of 
equal experience and capabilities.

Senior executives Charles Smith and Vincent Keber are important to the Issuer's success because 
they are instrumental in setting strategic direction, operating the business, identifying expansion 
opportunities and arranging any necessary financing. Losing the services of any of these individual 
could adversely affect the business of the Issuer until suitable replacements could be found.

The Issuer's business is dependent on the availability and retention of qualified operators.

The Issuer's success depends in part upon its ability to sufficiently attract, motivate and license 
Operating Companies. The inability to recruit and retain these operators may delay the planned 
production from new facilities, which could harm our business.

The Issuer's operations are susceptible to factors beyond its control.

Various factors beyond our control, including adverse weather conditions, governmental 
regulation, production, availability, number and geographic location of facilities may affect our 
costs or cause a disruption in the productions process, which could adversely affect the operating 
results of the facilities and consequently the Corporation's profitability.

Changes in consumer preferences could negatively impact demand for DIXIE™ Products.

The Issuer's continued success depends, in part, upon the popularity of cannabis, cannabis Products 
and/or hemp-derived Products produced by Operating Companies. The Issuer's success will 
depend in part on its ability to anticipate and respond to changing consumer preferences and 
purchasing habits, as well as other factors affecting the medical and retail cannabis industry, 
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including new market entrants, changes in laws, and demographic changes. The failure to 
accurately predict market behaviors and competitive factors may adversely affect business and 
operations of the Corporation.

If the Operating Companies cannot obtain the necessary permits, licenses and approvals necessary 
to acquire, develop and produce DIXIE™ branded Products, the Issuer's growth and success
could be negatively impacted.

The Issuer's business is subject to a variety of laws, regulations and guidelines relating to the 
manufacture, management, transportation, storage and disposal of marijuana, including laws and 
regulations relating to health and safety, the conduct of operations and the protection of the 
environment.

In addition, each of the facilities will be subject to licensing and regulation by a number of 
governmental authorities, which may include health, sanitation, safety, fire, building, 
environmental and other agencies in the state or municipality in which the facility is located. 
Difficulties in obtaining or failure to obtain the required licenses or approvals could delay or 
prevent the development of a facility in a particular area. The Operating Companies are also subject 
to federal and state environmental regulations. More stringent and varied requirements of local 
governmental bodies with respect to zoning, land use and environmental factors could delay or 
prevent the development of new Operating Companies in a particular area. Changes to such laws, 
regulations and guidelines due to matters beyond the control of the Issuer may cause material 
adverse effects to the Issuer.

Operating Companies may also be required to obtain or renew further government permits and 
licenses for their current and contemplated operations. Obtaining, amending or renewing the 
necessary governmental permits and licenses can be a time-consuming process potentially 
involving numerous regulatory agencies, public hearings and costly undertakings on the Operating 
Companies' part. The duration and success of the Operating Companies' efforts to obtain, amend 
and renew permits and licenses are contingent upon many variables not within their control, 
including the interpretation of applicable requirements implemented by the relevant permitting or 
licensing authority. The Operating Companies may not be able to obtain, amend or renew permits 
or licenses that are necessary to their operations. Any unexpected delays or costs associated with 
the permitting and licensing process could impede the ongoing or proposed operations of the 
Operating Companies. To the extent necessary permits or licenses are not obtained, amended or 
renewed, or are subsequently suspended or revoked, the Operating Companies may be curtailed or 
prohibited from proceeding with their ongoing operations or planned development and 
commercialization activities. Such curtailment or prohibition may result in a material adverse 
effect on the Issuer's business, financial condition, results of operations or prospects given its high 
dependence on Operating Companies for revenue generation.
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The Operating Companies' results can be adversely affected by disruptions or events, such as the 
impact of severe weather conditions and natural disasters.

Severe weather conditions, natural disasters, terrorist activities, health epidemics or pandemics or 
the prospect of these events can have an adverse impact on consumer spending and confidence 
levels or on other factors that affect our results and prospects, such as commodity costs. Our receipt 
of proceeds under any insurance we maintain with respect to certain of these risks may be delayed 
or the proceeds may be insufficient to offset our losses fully.

The Operating Companies are also subject to environmental risk and regulation, which can affect 
their business operations and profitability.

The Operating Companies' operations are subject to environmental regulation in the various 
jurisdictions in which they operate. These regulations mandate, among other things, the 
maintenance of air and water quality standards and land reclamation. They also set forth limitations 
on the generation, transportation, storage and disposal of solid and hazardous waste. 
Environmental legislation is evolving in a manner, which will require stricter standards and 
enforcement, increased fines and penalties for non-compliance, stricter environmental assessments 
of proposed projects and a heightened degree of responsibility for companies and their officers, 
directors (or the equivalent thereof) and employees. There is no assurance that future changes in 
environmental regulation, if any, will not adversely affect the Operating Companies' operations.

Government approvals and permits are currently, and may in the future, be required in connection 
with the Operating Companies' operations. To the extent such approvals are required and not 
obtained, the Operating Companies may be curtailed or prohibited from its proposed production 
of medical marijuana or from proceeding with the development of its operations as currently 
proposed. This would in turn affect the business, revenue and profitability of the Issuer.

Failure to comply with applicable laws, regulations and permitting requirements may result in 
enforcement actions thereunder, including orders issued by regulatory or judicial authorities 
causing operations to cease or be curtailed, and may include corrective measures requiring capital 
expenditures, installation of additional equipment, or remedial actions. The Issuer and Operating 
Companies may be required to compensate those suffering loss or damage by reason of its 
operations and may have civil or criminal fines or penalties imposed for violations of applicable 
laws or regulations.

Amendments to current laws, regulations and permits governing the production of medical 
marijuana, or more stringent implementation thereof, could have a material adverse impact on the
Issuer and cause increases in expenses, capital expenditures or production costs or reduction in 
levels of production or require abandonment or delays in development.

Product Liability may be incurred in association with DIXIETM Products.

As the Operating Companies are involved in the manufacturing and distribution of Products 
designed to be ingested by humans, they face an inherent risk of exposure to Product liability 
claims, regulatory action and litigation if DIXIETM Products are alleged to have caused significant 
loss or injury. In addition, the manufacture and sale of marijuana involve the risk of injury to 
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consumers due to tampering by unauthorized third parties or Product contamination. Previously 
unknown adverse reactions from human consumption of marijuana alone or in combination with 
other medications or substances could occur. Given the Operating Companies' position as 
manufacturer, distributor and retailer of adult-use and medical marijuana, and the Issuer's role as 
an investor in or service provider to an entity that is a manufacturer, distributor and/or retailer of 
adult-use or medical marijuana, the Issuer may be subject to various Product liability claims, 
including, among others, that the marijuana Product caused injury or illness, include inadequate 
instructions for use or include inadequate warnings concerning possible side effects or interactions 
with other substances.

A Product liability claim or regulatory action against the Issuer and/or DIXIETM brands could 
result in increased costs, could adversely affect the DIXIETM reputation and brand association with 
its clients and consumers generally. In turn, this could have a material adverse effect on the 
business, results of operations, financial condition or prospects of the Issuer. There can be no 
assurances that the Issuer will be able to maintain Product liability insurance on acceptable terms 
or with adequate coverage against potential liabilities. Such insurance is expensive and may not 
be available in the future on acceptable terms, or at all. The inability to maintain sufficient 
insurance coverage on reasonable terms or to otherwise protect against potential Product liability 
claims could prevent or inhibit the commercialization of the Issuer's potential Products or 
otherwise have a material adverse effect on the business, results of operations, financial condition 
or prospects of the Issuer.

DIXIETM Products may be subjected to Product recalls that would affect its brand equity.

Manufacturers and distributors of Products are sometimes subject to the recall or return of their 
Products for a variety of reasons, including Product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labeling disclosure. Such recalls cause unexpected expenses of the recall and any legal 
proceedings that might arise in connection with the recall. This can cause loss of a significant 
amount of sales. In addition, a Product recall may require significant management attention. 
Although the Issuer has detailed procedures in place for testing DIXIETM Products, there can be 
no assurance that any quality, potency or contamination problems will be detected in time to avoid 
unforeseen Product recalls, regulatory action or lawsuits. Additionally, if one of the Issuer's brands 
were subject to recall, the image of that brand and the Issuer could be harmed. Additionally, 
DIXIETM Product recalls can lead to increased scrutiny of operations by applicable regulatory 
agencies, requiring further management attention and potential legal fees and other expenses.

The Issuer will have limited control over the operations and activities of the Operating Companies.

The Issuer will have limited control under the license agreements over the operations and activities 
of the Operating Companies. Since the income of the Issuer will be highly dependent upon the 
activities and operations of the Operating Companies and any other agreement with such Operating 
Companies, any substantial alteration of the Operating Companies business, operations, or 
production could adversely affect the income of the Issuer.
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Due to the Issuer's involvement in the cannabis industry, it may have a difficult time obtaining the 
various insurances that are desirable to operate the business, which may expose the Issuer to 
additional risk and financial liabilities.

Insurance that is otherwise readily available to other businesses, such as workers compensation, 
general liability, and directors and officers insurance, is more difficult for the Issuer to find, and 
more expensive, because the Issuer provides services to and contracts with manufacturers and 
distributors in the cannabis industry. There are no guarantees that the Issuer will be able to find 
such insurances in the future, or that the cost will be affordable. If the Issuer is forced to go without 
such insurances, it may prevent it from entering into certain business sectors, may inhibit growth, 
and may expose the Issuer to additional risk and financial liabilities.

The Issuer is dependent on the success of the Operating Companies.

The Issuer's success will depend largely on the continued efforts of its Operating Companies. The 
loss of the services of these companies for any reason would have a material adverse effect on the
Issuer and on the value of an investment in the Issuer. There can be no assurance that the Issuer
will succeed in recruiting and retaining qualified operators in the future. Any delay or failure in 
locating key operators would likely have a material adverse effect on the Issuer's development. 
The Issuer may not be able to require all Operating Companies or their employees to enter non-
competition agreements with the Issuer, and those companies or employees could leave the 
relevant facility to form or join a competitor.

Global Financial Conditions may not be conducive to the operations and profitability of the Issuer.

Following the onset of the credit crisis in 2008, global financial conditions were characterized by 
extreme volatility and several major financial institutions either went into bankruptcy or were 
rescued by governmental authorities. While global financial conditions subsequently stabilized, 
there remains considerable risk in the system given the extraordinary measures adopted by 
government authorities to achieve that stability. Global financial conditions could suddenly and 
rapidly destabilize in response to future economic shocks, as government authorities may have 
limited resources to respond to future crises.

Future economic shocks may be precipitated by a number of causes, including a rise in the price 
of oil, geopolitical instability and natural disasters. Any sudden or rapid destabilization of global 
economic conditions could impact the Issuer's ability to obtain equity or debt financing in the 
future on terms favourable to the Issuer. Additionally, any such occurrence could cause decreases 
in asset values that are deemed to be other than temporary, which may result in impairment losses. 
Further, in such an event, the Issuer's operations and financial condition could be adversely 
impacted.

Furthermore, general market, political and economic conditions, including, for example, inflation, 
interest and currency exchange rates, structural changes in the cannabis industry, supply and 
demand for commodities, political developments, legislative or regulatory changes, social or 
labour unrest and stock market trends will affect the Issuer's operating environment and its 
operating costs, profit margins and share price. Any negative events in the global economy could 
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have a material adverse effect on the Issuer's business, financial condition, results of operations or 
prospects.

Risks Related to the Operating Companies and the Cannabis and Marijuana Industry in the 
U.S.

The Operating Companies have limited experience operating cannabis manufacturing and distribution 
facilities.

While USA Inc.'s current stockholders have over twenty (20) years of industry experience, the Operating 
Companies have limited experience as detailed in item 3 – "General Development of the Business" of the 
Issuer's Listing Statement. There is no guarantee that each of the Operating Companies will continue to 

effectively manage its business, pay its debts and obligations, or be profitable. Should the Operating 

Companies be unable to maintain profitability, this would negatively impact the business and operations of 

the Issuer.

The Operating Companies have limited operating history given the nascent nature of the industry.

As a high growth enterprise, USA. Inc. and the Operating Companies do not have a lengthy history 
of profitability. The Operating Companies are therefore subject to many of the risks common to 
early-stage enterprises, including under-capitalization, cash shortages, limitations with respect to 
personnel, financial, and other resources and lack of revenues. Given these risks, there is no 
assurance that the Issuer will be successful in achieving a return on Shareholders' investment and 
the likelihood of success must be considered in light of the early stage of operations.

The Operating Companies' business plans are unproven.

The commercial acceptance of the Operating Companies' cannabis production is still uncertain. If 
consumers do not respond favorably to their Products, or if it takes the Operating Companies 
longer to manufacture, distribute and sell the licensed Products or establish a customer base than 
the Issuer expects, revenues will be adversely affected, and the Issuer's cash flows would suffer.

Default by the Operating Companies under non-licensing agreements with the Issuer could have 
a material impact on the Issuer.

The Company expects to enter into various transactions with the Operating Companies in addition 
to licensing agreements, including loans, advisory agreements, joint venture agreements and equity 
investments in Operating Companies. Default by Operating Companies under these non-license 
agreements could substantially reduce expected fee income, and in the case of defaulted loans or 
equity investments in failing Operating Companies, a decrease in assets, of the Company that could 
materially affect the financial results of the Issuer.
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The success of the Issuer and its Operating Companies is impacted by public opinion and 
perception, which are inconsistent and may change over time.

Government policy changes or public opinion may also result in a significant influence over the 
regulation of the cannabis industry in Canada, the United States or elsewhere. Public opinion and 
support for medical and adult-use marijuana has traditionally been inconsistent and varies from 
jurisdiction to jurisdiction. While public opinion and support appears to be rising for legalizing 
medical and adult-use marijuana, it remains a controversial issue subject to differing opinions 
surrounding the level of legalization (for example, medical marijuana as opposed to legalization 
in general). A negative shift in the public's perception of cannabis in the United States or any other 
applicable jurisdiction could affect future legislation or regulation. Among other things, such a 
shift could cause state jurisdictions to abandon initiatives or proposals to legalize medical and/or 
adult-use cannabis, thereby limiting the number of new state jurisdictions into which the Issuer 
could expand. Any inability to fully implement the Issuer's expansion strategy may have a material 
adverse effect on the Issuer's business, results of operations or prospects.

Unfavorable publicity or consumer perception may impact the brand equity of DIXIETM and the 
business and profitability of the Issuer.

The Issuer believes the adult-use and medical marijuana industries are highly dependent upon 
consumer perception regarding the safety, efficacy and quality of the marijuana produced. 
Consumer perception can be significantly influenced by scientific research or findings, regulatory 
investigations, litigation, media attention and other publicity regarding the consumption of 
marijuana Products. There can be no assurance that future scientific research or findings, 
regulatory investigations, litigation, media attention or other publicity will be favorable to the 
marijuana market or any particular Product, or consistent with earlier publicity. Future research 
reports, findings, regulatory investigations, litigation, media attention or other publicity that are 
perceived as less favorable than, or that question, earlier research reports, findings or other 
publicity could have a material adverse effect on the demand for adult-use or medical marijuana 
and on the business, results of operations, financial condition, cash flows or prospects of the 
Operating Companies and the Issuer. Further, adverse publicity reports or other media attention 
regarding the safety, efficacy and quality of marijuana in general, or associating the consumption 
of adult-use and medical marijuana with illness or other negative effects or events, could have such 
a material adverse effect. There is no assurance that such adverse publicity reports or other media 
attention will not arise.

The Issuer's success depends on the Operating Companies' ability to compete effectively in the 
medical and retail cannabis industry.

The medical and retail cannabis industries are highly competitive with respect to price, quality and 
location. The Operating Companies will compete with numerous established competitors 
possessing substantial financial, marketing, personnel and other resources. The Issuer also expects 
to face competition from a broad range of new medical and retail cannabis producers and suppliers. 
While presently the marijuana industry is generally comprised of individuals and small to medium-
sized entities, the risk remains that large conglomerates and companies who also recognize the 
potential for financial success through investment in this industry could strategically purchase or 
assume control of larger dispensaries and cultivation facilities. In doing so, these larger 
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competitors could establish price setting and cost controls which would effectively "price out" 
many of the individuals and small to medium-sized entities who currently make up the bulk of the 
participants in the varied businesses operating within and in support of the medical and adult-use 
marijuana industry. While the trend in most state laws and regulations seemingly deters this type 
of takeover, this industry remains quite nascent, so what the landscape will be in the future remains 
largely unknown, which in itself is a risk.

The Operating Companies may face intense competition and may not be able to operate profitably 
in their respective markets should industry regulations become more attractive.

The market for services that the Operating Companies offer will most likely increase in 
competitive pressure if more states permit the use of medicinal and retail cannabis. The increased 
competition may hinder their ability to successfully market their Products and services. They may 
not have the resources, expertise or other competitive factors to compete successfully in the future. 
We expect the Operating Companies to face additional competition from existing competitors and 
new market entrants in the future. Some of such competitors will have greater resources than we 
do. As a result, these competitors may be able to:

 develop and expand their Product and service offerings more rapidly;

 adapt to new or emerging changes in customer requirements more quickly;

 take advantage of acquisition and other opportunities more readily; and

 devote greater resources to the marketing and sale of their Products and adopt more 
aggressive pricing policies than we can.

Competitive pressures may arise from synthetic production and technological advances and 
change the landscape and profitability of the industry.

There is a possibility that the pharmaceutical industry may attempt to dominate the legal marijuana 
industry through the development and distribution of synthetic Products, which emulate the effects 
and treatment of organic marijuana. If they are successful, the widespread popularity of such 
synthetic Products could change the demand, volume and profitability of the marijuana industry. 
This could adversely affect the ability of the Issuer to secure long-term profitability and success 
through the sustainable and profitable operation of its business. There may be unknown additional 
regulatory fees and taxes that may be assessed in the future.

Some of the business activities of the Operating Companies, while believed to be compliant with 
applicable U.S. state law, are illegal under U.S. federal law. If the Operating Companies are 
closed by law enforcement authorities, it will materially and adversely affect the Issuer's business.

The success of the business strategy of the Issuer depends on the legality of the marijuana industry. 
The political environment surrounding the marijuana industry in general can be volatile and the 
regulatory framework remains in flux.
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At present, medicinal marijuana industry is legalized in the U.S. in thirty states, plus the District 
of Columbia, each of which have passed laws either decriminalizing or legalizing the medicinal 
use of medical marijuana. Eight U.S. states, Colorado, Washington, Oregon, Alaska, Nevada, 
California, Maine, Massachusetts and Washington, D.C. have legalized the retail sale of cannabis. 
However, under United States federal law, the possession, use, cultivation, and transfer of cannabis 
is illegal. (see item 4 – Narrative Description of the Business – U.S. Regulatory Environment of 
the Issuer's Listing Statement for more details on the U.S. regulatory development on cannabis). 
The federal, and in some cases state, law enforcement authorities have frequently closed down 
cannabis dispensaries and investigated and/or closed manufacturers that provide medicinal 
marijuana. To the extent that an affected dispensary is a purchaser of cannabis from the Operating 
Companies, it will affect the Issuer's return.

Both federal and state enforcement efforts to reduce the number of new dispensaries entering the 
cannabis industry would have a material effect on the Issuer's business. If one or more of the 
Operating Companies is forced to close, it would have a negative effect on the Issuer's business 
and overall profitability.

Because the business activities of the Operating Companies is illegal under federal law, the Issuer 
may be deemed to be aiding and abetting illegal activities through the Products and services that 
the Issuer provides to those companies.

The Issuer may be subject to actions by law enforcement authorities, which would materially and 
adversely affect the Issuer's business. Under United States federal law, the possession, use, 
cultivation, and transfer of cannabis is illegal. As a result, it is possible that law enforcement 
authorities may seek to bring an action or actions against the Issuer, and /or the Operating 
Companies including, but not limited, to a claim of aiding and abetting another's criminal activities. 
Such an action would have a material effect on the Issuer's business. (see item 4 – Narrative 
Description of the Business – U.S. Regulatory Environment of the Issuer's Listing Statement for 
more details on the U.S. regulatory development on cannabis).

The Operating Companies faces the risk of civil asset forfeiture as its business activities are 
presently illegal under the U.S. federal law.

Because the cannabis industry remains illegal under U.S. federal law, any property owned by 
participants in the cannabis industry which are either used in the course of conducting such 
business, or are the proceeds of such business, could be subject to seizure by law enforcement and 
subsequent civil asset forfeiture. Even if the owner of the property were never charged with a 
crime, the property in question could still be seized and subject to an administrative proceeding by 
which, with minimal due process, potentially subject to forfeiture. There is therefore a risk that 
Operating Companies' assets may be subject to seizure under law, which would affect the business 
and profitability of the Issuer.
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The medicinal and retail cannabis industry is in a formational stage and state and local laws and 
regulations are likely to change as the industry matures.

In areas where the medicinal and retail use of cannabis is legal, state and local governments may 
enact laws and regulations that affect the Operating Companies, its purchasers and end-users of 
cannabis Products. These laws and regulations are subject the change, and are likely to change, as 
the cannabis industry matures.

Such shift in the regulatory or political realm may have a drastic impact on the industry as a whole 
and adversely impact the Issuer's business, results of operations, financial condition or prospects. 
In addition, delays in enactment of new state or federal regulations could restrict the ability of the
Issuer to reach strategic growth targets and lower return on investor capital. The strategic growth 
strategy of the Issuer is reliant upon certain federal and state regulations being enacted to facilitate 
the legalization of medical and adult-use marijuana. If such regulations are not enacted, or enacted 
but subsequently repealed or amended, or enacted with prolonged phase-in periods, the growth 
targets of the Issuer, and thus, the effect on the return of investor capital, could be detrimental. The
Issuer is unable to predict with certainty when and how the outcome of these complex regulatory 
and legislative proceedings will affect its business and growth.

Further, there is no guarantee that state laws legalizing and regulating the sale and use of cannabis 
will not be repealed or overturned, or that local governmental authorities will not limit the 
applicability of state laws within their respective jurisdictions. If the federal government begins to 
enforce federal laws relating to cannabis in states where the sale and use of cannabis is currently 
legal, or if existing applicable state laws are repealed or curtailed, the Issuer's business, results of 
operations, financial condition and prospects would be materially adversely affected. It is also 
important to note that local and city ordinances may strictly limit and/or restrict disbursement of 
marijuana in a manner that will make it extremely difficult or impossible to transact business that 
is necessary for the continued operation of the marijuana industry. Federal actions against 
individuals or entities engaged in the marijuana industry or a repeal of applicable marijuana related 
legislation could adversely affect the Issuer and its business, results of operations, financial 
condition and prospects.

The Issuer is aware that multiple states are considering special taxes or fees on businesses in the 
marijuana industry. It is a potential yet unknown risk at this time that other states are in the process 
of reviewing such additional fees and taxation. This could have a material adverse effect upon the
Issuer's business, results of operations, financial condition or prospects.

The changes in state and local laws and regulations can increase costs of operations for the Issuer, 
its subsidiaries and Operating Companies.

The rulemaking process for cannabis operators at the state level (in any state) will be ongoing and 
likely to result in frequent changes. As a result, a compliance program is essential to manage the 
regulatory risk. All operating policies and procedures implemented in the operation will be 
compliance-based and derived from the state regulatory structure governing ancillary cannabis 
business.
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The Operating Companies may also incur increased administrative expenses to monitor and 
comply with new laws and regulations. To the extent any cost of compliance affects the Operating 
Companies' revenue, it may affect the Issuer's returns and would have a material adverse effect on 
the Issuer's business.

In U.S. states where medicinal or retail cannabis is permitted, state and local laws and regulations 
could adversely affect the Operating Companies, including the placement of limits on the amount 
of Product the Operating Companies may develop, grow or sell, which would materially and 
adversely affect the Operating Companies' and the Issuer's business.

In some areas, state and local laws may limit the number of plants or Products that Operating 
Companies may develop, grow, or sell at any time; limits may be placed on the number of 
purchasers Operating Companies may sell to or service; and, new or increased taxes may be levied 
against Operating Companies. In addition, the enforcement of identical rules or regulations as it 
pertains to medicinal or retail sale of cannabis may vary from municipality to municipality, or city 
to city. These state and local laws and regulations may adversely impact the Operating Companies' 
revenue and have a material effect on the Issuer's business.

Operating Companies may be subject to unfavourable tax treatment by the IRS

Under Section 280E ("Section 280E") of the United States Internal Revenue Code of 1986 as 
amended (the "Internal Revenue Code"), "no deduction or credit shall be allowed for any amount 
paid or incurred during the taxable year in carrying on any trade or business if such trade or 
business (or the activities which comprise such trade or business) consists of trafficking in 
controlled substances (within the meaning of schedule I and II of the CSA) which is prohibited by 
Federal law or the law of any State in which such trade or business is conducted." This provision 
has been applied by the U.S. Internal Revenue Service to cannabis operations, prohibiting them 
from deducting expenses directly associated with the sale of cannabis. Section 280E therefore has 
a significant impact on the retail side of cannabis, but a lesser impact on cultivation and 
manufacturing operations. A result of Section 280E is that an otherwise profitable business may, 
in fact, operate at a loss, after taking into account its U.S. income tax expenses.

In U.S. states where medicinal or retail cannabis is permitted, local zoning laws and regulations 
could adversely affect the Operating Companies and their purchasers, including causing some of 
the Operating Companies or their purchasers to close, which would materially and adversely 
affect the Operating Companies' and Issuer's business.

In some cities or counties a cannabis business is prohibited from being located within a certain 
distance from schools or churches, or otherwise prohibited from operating in areas that are not 
zoned for cannabis sale or cultivation. These local laws and regulations may cause some Operating 
Companies and their purchasers (such as cannabis dispensaries) to close, impacting the Operating 
Companies' revenue and having a material effect on the Issuer's business.
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Due to the illegality of the business activities of Operating Companies, they lack of access to U.S. 
Bankruptcy Protections, which can reduce investment loss.

As the use of cannabis is illegal under federal law, many courts have denied bankruptcy protections 
for cannabis businesses, thus making it very difficult for lenders to recoup their investments in the 
cannabis industry in the event of a bankruptcy. If the Operating Companies were to experience a 
bankruptcy, there is no guarantee that U.S. federal bankruptcy protections would be available to 
them, which would have a material adverse effect on the Issuer's ability to recoup its losses as a 
creditor.

The cannabis industry is experiencing rapid growth and consolidation that may cause the 
Operating Companies to lose key relationships and intensify competition.

The medicinal and retail cannabis industry is undergoing rapid growth and substantial change, 
which has resulted in increasing consolidation and formation of strategic relationships. We expect 
this consolidation and strategic partnering to continue. Acquisitions or other consolidating 
transactions could harm the Issuer in a number of ways, including:

 The Operating Companies could lose strategic relationships if their partners are acquired 
by or enter into relationships with a competitor (which could cause the Operating 
Companies to lose access to distribution, content, technology and other resources);

 The relationship between the Operating Companies and their strategic partners may 
deteriorate and cause an adverse effect on the Issuer's business; and

 The Operating Companies' current competitors could become stronger, or new competitors 
could form consolidations.

Any of these events could put the Operating Companies at a competitive disadvantage, which 
could cause them to lose customers, revenue and market share. Consolidation could also force the 
Operating Companies to expend greater resources to meet new or additional competitive threats, 
which could also harm their operating results.

If no additional U.S. states allow the medicinal or recreational use of cannabis, or if one (1) or 
more U.S. states that currently allow it reverses its position, we may not be able to continue our 
growth, or the market for our Products and services may decline.

Currently, thirty U.S. (30) states and the District of Columbia allow the use of medicinal cannabis, 
while Colorado, Washington, Oregon, Alaska Nevada, California, Maine, and Massachusetts and 
Washington, D.C. have legalized the retail sale of cannabis. While we believe that the number of 
states that allow the use of medicinal and retail cannabis will grow, there can be no assurance that 
it will, and if it does not, there can be no assurance that the thirty (30) existing states and/or the 
District of Columbia will not reverse their position and disallow it. If either of these things happens, 
then not only will the growth of the Operating Companies' business be materially impacted, the 
Operating Companies may experience declining revenue as the market for our Products and 
services declines.
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Given limitations of data and transparency within the industry, there is difficulty in forecasting 
market demand.

The Issuer and Operating Companies must rely largely on their own market research to forecast 
sales as detailed forecasts are not generally obtainable from other sources at this early stage of the 
industry. A softer demand for DIXIETM Products can materialize because of competition, 
technological change or other factors and could have a materially adverse effect on the business, 
results of operations, financial condition or prospects of the Issuer.

Lack of reliable data on the medical and adult-use marijuana industry may reduce the efficacy of 
business planning.

Due to recent and ongoing regulatory and policy changes in the medical and adult-use marijuana 
industry, the market data available is limited and unreliable. Federal and state laws prevent 
widespread participation and hinder market research. Therefore, market research and projections 
by the Issuer and the Operating Companies of estimated total retail sales, demographics, demand, 
and similar consumer research, are based on assumptions from limited and unreliable market data, 
and generally represent the personal opinions of the Issuer's management team.

Because the Operating Companies will be in the cannabis industry, they will have a difficult time 
obtaining the various insurances that are desired to operate their business, which may expose 
them to additional risk and financial liabilities.

Insurance that is otherwise readily available to other businesses, such as workers compensation, 
general liability, and directors and officers insurance, will be more difficult for the Operating 
Companies to find, and more expensive, because they will engage in the cannabis industry. There 
are no guarantees that they will be able to find such insurances in the future, or that the cost will 
be affordable to them. If they are forced to go without such insurances, it may prevent them from 
entering into certain business sectors, may inhibit their growth, and may expose them to additional 
risk and financial liabilities.

Because the Operating Companies will be in the cannabis industry, they will have a difficult time 
obtaining the various business services, such as banking and credit card services, that are desired 
to operate their business, which may expose them to additional risk and financial liabilities.

Most banks and credit card companies in the U.S. adhere to federal policies that are currently in 
flux and that otherwise disallow such financial service providers to service a business involved in 
the cannabis industry. Because of these policies, Operating Companies will have difficulty finding 
deposit, checking, credit card and other financial service providers that are otherwise readily 
available to other businesses. There are no guarantees that Operating Companies will be able to 
find such financial services in the future, or that the cost will be affordable to them. If they are 
forced to go without such services, it may prevent them from entering into certain business sectors, 
may inhibit their growth, and may expose them to additional risk and financial liabilities.
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Given the illegality of cannabis under the U.S. federal law, there is uncertainty in the enforceability 
of contracts and remedies available for breach of contracts.

It is a fundamental legal principle that a contract will not be enforced if it involves a violation of 
law or public policy. As cannabis remains illegal at a federal level in the United States, judges in 
multiple U.S. states have, on a number of occasions, refused to enforce contracts for the repayment 
of money when the loan was used in connection with activities that violate federal law, even if 
there is no violation of state law. There remains doubt and uncertainty that the Issuer can legally 
enforce contracts it enters into if necessary. The Issuer cannot be assured that it will have a remedy 
for breach of contract, which would have a material adverse effect.

Operating Companies in the cannabis industry may have a difficult time obtaining and maintaining 
various business services from third party providers. 

Any adverse change in the enforcement of United States cannabis laws, regulatory or political 
change, additional scrutiny by regulatory authorities, adverse change in public perception in 
respect of the consumption of marijuana or otherwise, third party service providers to the Issuer 
and/or the Operating Companies could suspend or withdraw their services, which may have a 
material adverse effect on the Issuer's business, revenues, operating results, financial condition or 
prospects.

Given that cannabis-related business is a crime under federal laws, USA Inc. and the Issuer would 
have limited trademark protection.

The Issuer will not be able to register any United States federal trademarks for its cannabis 
Products. Because producing, manufacturing, processing, possessing, distributing, selling, and 
using cannabis is a crime under the CSA, the United States Patent and Trademark Office will not 
permit the registration of any trademark that identifies cannabis Products. As a result, the Issuer 
likely will be unable to protect its cannabis Product trademarks beyond the geographic areas in 
which it conducts business. The use of its trademarks outside the states in which it operates by one 
or more other persons could have a material adverse effect on the value of such trademarks.

The enforcement priorities of the U.S. federal government are unpredictable and subject to change.

Marijuana is illegal under U.S. federal law and is listed as a Schedule I hallucinogenic substance pursuant 
to the CSA. The federal prohibition on cannabis is in conflict with the laws of certain states that have created 
regulated cannabis industries. The federal response to this conflict is unknowable and subject to change; in 
particular, recent changes in the U.S. presidential administration make any federal response extremely 
uncertain.

In response to the inconsistent treatment of cannabis between the federal and state level, the Cole 
Memo acknowledged that notwithstanding the designation of cannabis as a controlled substance 
at the federal level in the United States, several states have enacted laws relating to cannabis for 
medical purposes.
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The Cole Memo outlined certain priorities for the Department of Justice relating to the prosecution 
of cannabis offenses. In particular, the Cole Memo noted that in jurisdictions that have enacted 
laws legalizing cannabis in some form and that have also implemented strong and effective 
regulatory and enforcement systems to control the cultivation, distribution, sale and possession of 
cannabis, conduct in compliance with those laws and regulations is less likely to be a priority at 
the federal level. Notably, however, the Department of Justice did not provide specific guidelines 
for what regulatory and enforcement systems it deemed sufficient under the Cole Memo standard.

In light of limited investigative and prosecutorial resources, the Cole Memo concluded that the 
Department of Justice should focus on addressing only the most significant threats related to 
cannabis. States where cannabis have been legalized were not characterized as a high priority. In 
March 2017, newly appointed Attorney General Jeff Sessions again noted limited federal resources 
and acknowledged that much of the Cole Memo had merit; however, he disagreed that it had been 
implemented effectively and, on January 4, 2018, Attorney General Jeff Sessions issued the 
Sessions Memorandum, which rescinded the Cole Memo. The Sessions Memorandum rescinded 
previous nationwide guidance specific to the prosecutorial authority of United States Attorneys 
relative to cannabis enforcement on the basis that they are unnecessary, given the well-established 
principles governing federal prosecution that are already in place. Those principals are included in 
chapter 9.27.000 of the United States Attorneys' Manual and require federal prosecutors deciding 
which cases to prosecute to weigh all relevant considerations, including federal law enforcement 
priorities set by the Attorney General, the seriousness of the crime, the deterrent effect of criminal 
prosecution, and the cumulative impact of particular crimes on the community.

As a result of the Sessions Memorandum, federal prosecutors will now be free to utilize their 
prosecutorial discretion to decide whether to prosecute cannabis activities despite the existence of 
state-level laws that may be inconsistent with federal prohibitions. No direction was given to 
federal prosecutors in the Sessions Memorandum as to the priority they should ascribe to such 
cannabis activities, and resultantly it is uncertain how active federal prosecutors will be in relation 
to such activities. Furthermore, the Sessions Memorandum did not discuss the treatment of medical 
cannabis by federal prosecutors. Medical cannabis is currently protected against enforcement by 
enacted legislation from United States Congress in the form of the Leahy Amendment to H.R.1625 
– a vehicle for the Consolidated Appropriations Act of 2018, which similarly prevents federal 
prosecutors from using federal funds to impede the implementation of medical cannabis laws 
enacted at the state level, subject to Congress restoring such funding. Due to the ambiguity of the 
Sessions Memorandum, there can be no assurance that the federal government will not seek to 
prosecute cases involving cannabis businesses that are otherwise compliant with state law.

Such potential proceedings could involve significant restrictions being imposed upon the Issuer or 
third parties, while diverting the attention of key executives. Should this occur, it could have a 
material adverse effect on the Issuer's business, revenues, operating results and financial condition 
as well as the Issuer's reputation and prospects, even if such proceedings were concluded 
successfully in favour of the Issuer. In the extreme case, such proceedings could ultimately involve 
the prosecution of key executives of the Issuer or the seizure of corporate assets.
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There is no guarantee that the federal government will not proceed to strictly enforce the CSA against the 
Operating Companies, their affiliates, and/or those parties with whom they do business, including the
Issuer.

The failure to renew of the Leahy Amendment may increase the risk of appropriation of assets in 
the cannabis industry.

Presently, the Leahy Amendment prohibits the Department of Justice from spending funds 
appropriated by Congress to enforce the tenets of the CSA against the medical cannabis industry 
in states that have legalized such activity. This amendment has historically been passed as an 
amendment to omnibus appropriations bills, which by their nature expire at the end of a fiscal year 
or other defined term. The Leahy Amendment will expire with the Fiscal Year 2018 on September 
30, 2018. At such time, it may or may not be included in the Fiscal Year 2019 omnibus 
appropriations package or a continuing budget resolution, and its inclusion or non-inclusion, as 
applicable, is subject to political changes.

The cannabis industry in the U.S. may be subject to FDA regulations.

Should the federal government legalize cannabis, it is possible that the FDA, would seek to 
regulate it under the Food, Drug and Cosmetics Act of 1938. Additionally, the FDA may issue 
rules and regulations including good manufacturing practices, related to the growth, cultivation, 
harvesting and processing of medical cannabis. Clinical trials may be needed to verify efficacy 
and safety. It is also possible that the FDA would require that facilities where medical-use cannabis 
is grown register with the FDA and comply with certain federally prescribed regulations. In the 
event that some or all of these regulations are imposed, the impact would be on the cannabis 
industry is unknown, including what costs, requirements and possible prohibitions may be 
enforced. The Operating Companies inability to comply with the regulations or registration as 
prescribed by the FDA may have an adverse effect on the Issuer's business, operating results and 
financial condition.

U.S. federal enforcement priorities may have a chilling effect on investment and interest in the 
cannabis industry.

The changing enforcement priorities of U.S. federal law enforcement authorities and statements 
regarding enforcement of federal laws prohibiting the possession, use, cultivation, and transfer of 
cannabis may serve to deter investment in businesses associated with the cannabis industry, 
regardless of whether such businesses may directly cultivate, manufacture, and/or sell cannabis 
Products. This may cause the Issuer to have insufficient access to capital to invest and an inability 
to identify desirable Operating Companies and other business partners. Without access to 
affordable capital, the Issuer will not be able to execute on business development opportunities.

The involvement in the cannabis industry, which is currently illegal under US federal laws, may 
heighten scrutiny over the Issuers' securities and issuances thereof by regulatory authorities

For the reasons set forth above, the Issuer's association with existing cannabis-related operations 
(and proceeds thereof) in the United States, and any future operations or investments, may become 
the subject of heightened scrutiny by regulators, stock exchanges and other authorities in Canada. 
As a result, the Issuer may be subject to significant direct and indirect interaction with public 
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officials. There can be no assurance that this heightened scrutiny will not in turn lead to the 
imposition of certain restrictions on the Issuer's ability to operate or invest in the United States or 
any other jurisdiction, in addition to those described herein.

It had been reported in Canada that the Canadian Depository for Securities Limited is considering 
a policy shift that would see its subsidiary, CDS Clearing and Depository Services Inc. ("CDS"), 
refuse to settle trades for cannabis issuers that have investments in the United States. CDS is 
Canada's central securities depository, clearing and settling trades in the Canadian equity, fixed 
income and money markets. The TMX Group, the owner and operator of CDS, subsequently issued 
a statement on August 17, 2017 reaffirming that there is no CDS ban on the clearing of securities 
of issuers with cannabis-related activities in the United States, despite media reports to the contrary 
and that the TMX Group was working with regulators to arrive at a solution that will clarify this 
matter, which would be communicated at a later time.

On February 8, 2018, following discussions with the Canadian Securities Administrators and 
recognized Canadian securities exchanges, the TMX Group announced the signing of a 
Memorandum of Understanding ("MOU") with Aequitas NEO Exchange Inc., the CSE, the 
Toronto Stock Exchange, and the TSX Venture Exchange. The MOU outlines the parties' 
understanding of Canada's regulatory framework applicable to the rules, procedures, and 
regulatory oversight of the exchanges and CDS as it relates to issuers with cannabis-related 
activities in the United States. The MOU confirms, with respect to the clearing of listed securities, 
that CDS relies on the exchanges to review the conduct of listed issuers. As a result, there is no 
CDS ban on the clearing of securities of issuers with cannabis-related activities in the United 
States. However, there can be no guarantee that this approach to regulation will continue in the 
future. If such a ban is implemented at a time when the Issuer's SVS are listed on a stock exchange, 
it would have a material adverse effect on the ability of holders of SVS to make and settle trades. 
In particular, the SVS would become highly illiquid as until an alternative was implemented, 
investors would have no ability to effect a trade of the SVS through the facilities of the applicable 
stock exchange.

Overall, the cannabis industry is still in flux and as such, it remains uncertain whether the Issuer 
(and its Operating Companies) can be responsive to both regulatory and market changes.

The medical and adult-use marijuana industry is subject to significant regulatory change at both 
the state and federal level. As detailed above, the inability of the Issuer to respond to the changing 
regulatory landscape may cause it to be unsuccessful in capturing significant market share and 
could otherwise harm its business, results of operations, financial condition or prospects.

Risks relating to the securities of the Issuer.

The SVSs do not have an established trading market, which may negatively affect the market value 
and your ability to transfer or sell your SVS.

The SVS of the Issuer will be a new issue of securities with no established trading market. The 
liquidity of the trading market for the SVS, if one develops, is unknown or may not last, in which 
case the trading price of the SVS could be adversely affected and your ability to transfer your SVS 
will be limited.



FORM 7 – MONTHLY PROGRESS REPORT
December 2018

Page 22

The market value of the SVS could be substantially affected by various factors.

The market value of the SVS may depend on many factors, including:

 the market for similar securities;

 recommendations by securities research analysts;

 the liquidity of the securities;

 general economic conditions;

 addition or departure of the Issuer's executives officers and other key personnel;

 announcements of developments and other material events by the Issuer or its competitors;

 significant acquisitions or business combinations, strategic partnerships, joint ventures or 
capital commitments by or involving the Issuer or its competitors; and

 the Issuer's financial condition, performance and prospects.

In addition, sales of a substantial number of shares by existing Shareholders in the public market 
could occur at any time. These sales, or the market perception that the substantial Shareholders of 
the Issuers are intending to dispose of their shares, could reduce the market price of the securities 
of the Issuer. If this occurs and continues, it could impair the Issuer's ability to raise additional 
capital through the sale of securities.

There is no guarantee the Issuer will secure a return for its investors.

The Issuer may never be able to secure a return on its capital assets and investors may lose some 
or all of their investment. While market indicators appear to be positive (based on our internal 
market research), there is no guarantee that the market for our Products will not change or that the
Issuer may not be able to take advantage of existing or potential market opportunities.

Investors will be relying on the judgment of the Issuer's management regarding its use of proceeds.

The Issuer expects to use the net proceeds of the Series C Financing (as detailed in item 3.1 –
"General Development of the Business - Recent Financings" for debt repayment and general 
corporate purposes, including working capital, capital expenditures, debt repayment and for 
investment in expansion efforts. Investors will be relying on the judgment of the Issuer's 
management regarding the application of the proceeds. The Board of Directors will apply the 
proceeds available to the Issuer without the approval of investors.
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The Issuer may, in a separate subsequent offering, issue debt or preferred securities with rights 
that are preferential to, and could cause a decrease in the value of, the Issuer's SVS.

Under certain circumstances, the Issuer may issue debt and/or shares of preferred stock without 
action by its Shareholders. Rights or preferences of the debt or preferred securities could include, 
among other things:

 the establishment of principal and interest obligations or dividends which must be paid 
prior to declaring or paying dividends or other distributions to holders of SVS;

 a security interest in some or all of the Issuer's assets that could be foreclosed upon in the 
event of default of a loan agreement or similar instrument;

 greater or preferential liquidation rights which could negatively affect the rights of holders 
of the SVS; and

 the right to convert the debt or preferred securities at a rate or price which would have a 
dilutive effect on the outstanding SVS.

The Issuer may need to raise additional capital in the immediate future.

USA Inc. believes its cash resources will be sufficient to fund planned operations and expansion 
for the immediate future. However, the Issuer may need additional capital in the future. If the
Issuer raises additional capital through the issuance of debt securities, the interests of Shareholders 
of the Issuer would be subordinated to the interests of debt holders and any interest payments 
would reduce the amount of cash available to operate and grow the business. If the Issuer raises 
additional capital through the sale of equity securities, the ownership of the Shareholders would 
be diluted. Additionally, the Issuer cannot predict whether any financing, if obtained, will be 
adequate to meet capital needs and to support future growth.

The Issuer has no plans to pay dividends.

The Issuer has no present plans to declare or pay dividends in the foreseeable future. Any profits 
earned by the Issuer will likely be reinvested into the Issuer's operations. Accordingly, investors 
should view an investment in the Issuer as a long-term investment. If dividends are paid by the
Issuer, they would be subject to tax and, potentially, withholdings.

There are costs associated with being a public company under applicable securities laws and 
regulations.

As a public issuer, the Issuer is subject to the reporting requirements and rules and regulations 
under the applicable Canadian securities laws and rules of any stock exchange on which the Issuer's 
securities may be listed from time to time. Additional or new regulatory requirements may be 
adopted in the future. The requirements of existing and potential future rules and regulations will 
increase the Issuer's legal, accounting and financial compliance costs, make some activities more 
difficult, time-consuming or costly and may also place undue strain on its personnel, systems and 
resources, which could adversely affect its business and financial condition.
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In particular, the Issuer is subject to reporting and other obligations under applicable Canadian 
securities laws, including National Instrument 52-109 – Certification of Disclosure in Issuers' 
Annual and Interim Filings, which requires annual management assessment of the effectiveness 
of the Issuer's internal controls over financial reporting. Effective internal controls, including 
financial reporting and disclosure controls and procedures, are necessary for the Issuer to provide 
reliable financial reports, to effectively reduce the risk of fraud and to operate successfully as a 
public company. These reporting and other obligations place significant demands on the Issuer as 
well as on the Issuer's management, administrative, operational and accounting resources.

Failure to implement required new or improved controls, or difficulties encountered in their 
implementation, could harm the Issuer's results of operations or cause it to fail to meet its reporting 
obligations. If the Issuer or its auditors discover a material weakness, the disclosure of that fact, 
even if quickly remedied, could reduce the market's confidence in the Issuer's consolidated 
financial statements and materially adversely affect the trading price of the Issuer's shares.

There are market price volatility risks associated with publicly traded shares.

The market price of the Issuer's shares may be subject to wide fluctuations in response to a wide 
variety of factors, including but not limited to variations in the operating results of the Issuer and 
Operating Companies, divergence in financial results from analysts' expectations, changes in 
earnings estimates by stock market analysts, changes in the business prospects for the Issuer and 
Operating Companies, general economic conditions, legislative changes, and other events and 
factors outside of the Issuer's control. In addition, stock markets have from time to time 
experienced extreme price and volume fluctuations, which, as well as general economic and 
political conditions, could adversely affect the market price for the shares.

Due to the transaction, U.S. tax classification may carry negative tax implications for the Issuer.

The Issuer is Canadian corporation and generally would be classified as a non-United States 
corporation under general rules of United States federal income taxation. Section 7874 of the 
Internal Revenue Code, however, contains rules that can cause a non-United States corporation to 
be taxed as a United States corporation for United States federal income tax purposes. Under 
section 7874 of the Internal Revenue Code, a corporation created or organized outside the United 
States (i.e., a non-United States corporation) will nevertheless be treated as a United States 
corporation for United States federal income tax purposes (such treatment is referred to as an 
"Inversion") if each of the following three conditions are met (i) the non-United States corporation 
acquires, directly or indirectly, or is treated as acquiring under applicable United States Treasury 
Regulations, substantially all of the assets held, directly or indirectly, by a United States 
corporation, (ii) after the acquisition, the former stockholders of the acquired United States 
corporation hold at least 80% (by vote or value) of the shares of the non-United States corporation 
by reason of holding shares of the United States acquired corporation, and (iii) after the acquisition, 
the non-United States corporation's expanded affiliated group does not have substantial business 
activities in the non-United States corporation's country of organization or incorporation when 
compared to the expanded affiliated group's total business activities (clauses (i) – (iii), collectively, 
the "Inversion Conditions").
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For this purpose, "expanded affiliated group" means a group of corporations where (i) the non-
United States corporation owns stock representing more than 50% of the vote and value of at least 
one member of the expanded affiliated group, and (ii) stock representing more than 50% of the 
vote and value of each member is owned by other members of the group. The definition of an 
"expanded affiliated group" includes partnerships where one or more members of the expanded 
affiliated group own more than 50% (by value) of the interests of the partnership.

The Issuer may be treated as a United States corporation for United States federal income tax 
purposes under section 7874 of the Internal Revenue Code and is expected to be subject to United 
States federal income tax on its worldwide income. However, for Canadian tax purposes, the Issuer 
is expected, regardless of any application of section 7874 of the Internal Revenue Code, to be 
treated as a Canadian resident company the ITA for Canadian income tax purposes. As a result, 
the Issuer will be subject to taxation both in Canada and the United States which could have a 
material adverse effect on its financial condition and results of operations.

It is unlikely that the Issuer will pay any dividends on the SVS in the foreseeable future. However, 
dividends received by Shareholders who are residents of Canada for purpose of the ITA will be 
subject to U.S. withholding tax. Any such dividends may not qualify for a reduced rate of 
withholding tax under the Canada-United States tax treaty. In addition, a foreign tax credit or a 
deduction in respect of foreign taxes may not be available. Dividends received by U.S. 
Shareholders will not be subject to U.S. withholding tax but will be subject to Canadian 
withholding tax. Dividends paid by the Issuer will be characterized as U.S. source income for 
purposes of the foreign tax credit rules under the Internal Revenue Code. Accordingly, U.S. 
Shareholders generally will not be able to claim a credit for any Canadian tax withheld unless, 
depending on the circumstances, they have an excess foreign tax credit limitation due to other
foreign source income that is subject to a low or zero rate of foreign tax.

Dividends received by Shareholders that are neither Canadian nor U.S. Shareholders will be 
subject to U.S. withholding tax and will also be subject to Canadian withholding tax. These 
dividends may not qualify for a reduced rate of U.S. withholding tax under any income tax treaty 
otherwise applicable to a Shareholder of the Issuer, subject to examination of the relevant treaty. 
Because the SVS will be treated as shares of a U.S. domestic corporation, the U.S. gift, estate and 
generation-skipping transfer tax rules generally apply to a non-U.S. Shareholder of SVS.

Enforcement of Judgments

A majority of the Issuer’s directors and officers are located outside Canada and, as a result, it may 
be difficult for Canadian Shareholders to effect service of process within Canada upon the Issuer 
or such persons. All or a substantial portion of the assets of the Issuer and such persons may be 
located outside of Canada and, as a result, it be difficult to satisfy a judgment against the Issuer or 
such persons in Canada or to enforce a judgment obtained in Canadian courts against the Issuer or 
such persons outside of Canada.
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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 Certificate of 
Compliance.

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 CSE 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 CSE Requirements (as defined in CSE Policy 1).

4. All of the information in this Form 7 Monthly Progress Report is true.
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Dated: January 07, 2019

(signed) Charles Smith
Charles Smith
Chief Executive Officer
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