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2. Corporate Structure 
 
2.1 Corporate Name 

 
Genovation Capital Corp. 

 
2.2 Incorporation 

 
Genovation Capital Corp. (the "Company" or “Genovation”) was incorporated under the laws of 
British Columbia as Mayen Minerals Ltd. on January 14, 1981. The Company is a reporting issuer in 
British Columbia, Alberta and Ontario. From inception, the Company was an exploration stage 
enterprise engaged in acquiring, exploring and developing resource properties. 
 
On August 27, 2012 the Company came under new management seeking to transition the Company 
as a TSX Venture Exchange (“TSX-V”) Tier 2 mining issuer to oil and gas issuer. The Company 
completed a two-for-one stock split and a corporate name change to Rift Basin Resources Corp. The 
Company’s trading symbol changed from “MYM” to “RIF” effective September 25, 2012. 
 
On August 12, 2013, pending the acquisition of a qualifying oil and gas property, the common shares 
of the Company were delisted from Tier 2 of the TSX-V and commenced trading on the NEX board 
under the trading symbol “RIF.H”. 
 
On August 22, 2014 the common shares of the Company were voluntarily delisted from the TSX-V. 
The Company changed its name to Asean Energy Corp. and its common shares commenced trading 
on the Canadian Securities Exchange (“CSE”) under trading symbol “ASA” on August 25, 2014 to 
reflect its oil and gas initiatives in Southeast Asia. 
 
Effective October 1, 2014 the Company changed its management team to restructure and refocus the 
company in response to falling oil and gas prices. 
 
At its March 2, 2015 AGM shareholders of the Company voted unanimously in favour of a Plan of 
Arrangement (“POA”), resulting in a final order from the Supreme Court of British Columbia 
whereby the Company’s three subsidiaries were spun out and a distribution of their common shares 
was completed to the Company's shareholders of record on a pro rata basis, completed on March 16, 
2015. Following this distribution, on April 15, 2015 the Company consolidated its share capital on a 
10:1 basis.  
 
Effective August 20, 2015 the Company changed its name to Genovation Capital Corp. and its 
common shares commenced trading under the trading symbol “GEC” on the CSE, reflecting efforts 
to reposition the Company to attract a near-cash-flow acquisition or reverse-merger opportunity. 
 
The Company has announced two proposed transactions, each of which constitutes a “Fundamental 
Change” pursuant to CSE Policy: 
 
• On November 24, 2015 the Company announced entering into a binding arm’s length 

commitment letter with MKHS, LLC (“MKHS”) whereby MKHS committed to be acquired by 
the Company through a share exchange transaction, first announced on November 2, 2015. 
 

• On March 30, 2016 the Company entered into a binding arm’s length commitment letter with 
Valens Agritech Ltd. (“Valens”) whereby Valens committed to be acquired by the Company 
through a share exchange transaction (the “Transaction”), first announced on December 14, 2015.   

 
Shareholders unanimously approved both transactions at its April 29, 2016 Annual and Special 
Meeting of Shareholders. 
 
On July 8, 2016 the Company received conditional approval from the CSE for the acquisition of 
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Valens. 
 
On July 15, 2016 the Company completed a consolidation of its share capital on a 3:1 basis. All share 
and per share amounts have been restated to reflect the consolidation. 

 
2.3 Intercorporate Relationships 

 
The Company currently has no subsidiaries.  

 
 

2.4 Requalification 
 

The Company is requalifying following a fundamental change and is proposing t o  c o m p l e t e  
two separate and unrelated acquisitions. 
 
On April 29, 2016 at its Annual and Special Meeting, the company’s shareholders unanimously 
approved the Valens Transaction and the MKHS Transaction resolutions (together the 
“Transactions”). 
 
The Company has been actively seeking business opportunities offering near term cash flow potential 
as a means to create shareholder value. The Company as an oil and gas-focused issuer divested its 
primary business interests in March 2015 via a Plan of Arrangement, creating three stand-alone 
“Reporting Issuers” through the distribution of their shares to Company shareholders. The Company 
maintains a minority investment in a Malaysian-based operation providing onshore and offshore 
oilfield services, and inspection and asset integrity management solutions. 
 
By approving the Transactions, Genovation Shareholders gave authority to the Board to use its best 
judgment to proceed with and cause the Company to complete the Transactions, one at a time or 
concurrently, without any requirement to seek or obtain any further approval of the Genovation 
Shareholders. 
 
The effect of the closing and full vesting of the Transactions is that: (i) each of Valens and MKHS 
become wholly-owned subsidiaries of Genovation, as a result of which all of the property and assets 
of each of the respective companies acquired become held by Genovation; and (ii) existing Valens 
and MKHS Shareholders (together with their finders) will hold an indirect interest in the combined 
property and assets of Genovation, Valens and MKHS through the Genovation Shares which they 
receive pursuant to their respective Transactions. The Transactions do not change any of the assets, 
properties, rights, liabilities, obligations, business or operations of either Valens or MKHS individually 
as subsidiary companies. A corporate organizational chart reflecting the proposed structure of 
Genovation after giving effect to the above-noted matters is set forth below: 
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MKHS has experienced delays in completing their commitments with respect to the Company’s due 
diligence requirements, in particular its inability to deliver audited financial statements. The Company’s 
Board has determined that the Company will initially proceed with the Valens Transaction and that it 
should close before the MKHS Transaction.  
 
This Listing Statement therefore discusses only the Valens Transaction hereafter to reflect the resulting 
issuer at the time of relisting/resumption of trading in order to re-qualify for listing. 
 
A corporate organizational chart reflecting the proposed structure of Genovation after giving effect 
to the Valens Transaction alone is set forth below: 
 

 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
2.5 Incorporation outside Canada 

 
The Company is not incorporated outside of Canada. 

 
3. General Development of the Business 

 
3.1 General Business 

 
From inception, the Company was considered an exploration stage enterprise engaged in acquiring, 
exploring and developing resource properties. 
 
In 2013 the Company’s strategic direction was to build a substantial junior, independent, 
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international oil and gas exploration and development company focused on oil field redevelopment 
opportunities and advanced-stage exploration and near-production opportunities in Southeast Asia.  
 
On May 7, 2014 the Company completed a non-brokered private placement of 336,672 units at a price 
of $1.80 per unit for gross proceeds of $606,010, of which $44,000 was exchanged for payables. Each 
unit consisted of one common share and one half common share purchase warrant, with one full 
warrant entitling the holder to purchase one common share of the Company for $6.00 up to May 7, 
2015, subject to acceleration conditions. 
 
On June 23, 2014 the Company entered into a shares-for-debt agreement with an arm’s length creditor.  
The Company issued 34,166 shares at a price of $2.55 per share settling $87,124 of the Company 
payables. 
 
On August 29, 2014 the Company completed a non-brokered private placement of 43,110 units at a 
price of $1.80 per unit for gross proceeds of $77,600. Each unit consisted of one common share and 
one-half of a common share purchase warrant, with one full warrant entitling the holder to purchase 
one common share at a price of $6.00 up to August 29, 2015, subject to acceleration conditions. 
 
On December 2, 2014 the Company completed a non-brokered private placement of 180,000 units at 
a price of $1.50 per unit for gross proceeds of $270,000 of which $12,500 was exchanged for payables. 
Each unit consisted of one common share of the Company, one-half of a common share of 
Servomarin Industries Corp. (“SIC”), and the right to acquire for no additional consideration a one-
half share purchase warrant of SIC, with each full SIC warrant exercisable to acquire one additional 
common share of SIC at a price of $3.00 for a period of one year from closing of a Plan of 
Arrangement (“POA”). 
 
On January 16, 2015 the Company completed a non-brokered private placement of 153,333 units at a 
price of $1.50 per unit for gross proceeds of $230,000, of which $20,000 was exchanged for payables 
and $50,000 was paid on behalf of SIC as a signing bonus to a consultant. Each unit consisted of one 
common share of the Company, and the right to acquire for no additional consideration one-half of a 
common share of SIC, and a one-half share purchase warrant of SIC, with each full SIC warrant 
exercisable to acquire one additional common share of SIC at a price of $3.00 for a period of one year 
from closing of the POA.  
 
On April 15, 2015 the Company consolidated its issued and outstanding common shares on the basis 
of one (new) post consolidation share for each ten (old) pre-consolidation shares. The Company had 
90,391,049 common shares issued and outstanding. Following the consolidation, the Company had 
9,039,101 common shares issued and outstanding.  
 
On June 16, 2015 the Company closed a non-brokered private placement of 2,115,734 shares at a 
price of $0.15 per share. The Company received cash proceeds of $120,000, settled the promissory 
note payable of $147,360 (Note 11) and settled accounts payable of $50,000. The Company recognized 
a $39,472 loss on the debt settlements which represented the difference between the trading price and 
the settlement price on the issuance date. 
 
On August 18, 2015 the Company’s name was changed from “Asean Energy Corp.” to “Genovation 
Capital Corp.” and the Company’s trading symbol changed from “ASA” to “GEC”. 
 
On September 22 and October 23, 2015 the Company closed two tranches of a non-brokered private 
placement of 944,444 units at a price of $0.225 per unit. The Company received cash proceeds of 
$192,750 and settled accounts payable of $19,750. Each unit consisted of one common share and one 
common share purchase warrant, with each warrant entitling the holder to purchase one common 
share at a price of $0.75 up to September 22 and October 23, 2017 respectively, subject to acceleration 
conditions. 
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On November 2, 2015 the Company announced entering into an arm’s length non-binding letter of 
intent with MKHS which outlines the general terms and conditions of a proposed transaction pursuant 
to which Genovation Capital proposes to acquire all of the issued and outstanding securities of MKHS 
in exchange for common shares of the Company (the “MKHS Transaction”). 
 
MKHS is a vertically integrated, fully licensed, Arizona-based Marihuana cultivation, extraction and 
medicinal dispensary business. MKHS operates an 11,000 sf warehouse cultivation, commercial 
kitchen and extraction facility, and a separate 3,000 sf automated greenhouse located on 9.5 acres 
(“Littletown”), zoned for expansion to 100,000 sf. The company supplies medical Marihuana pursuant 
to the Arizona Medical Marihuana Act, operates two state-licensed “healing center” dispensaries and 
distributes its own in-house prepared, branded line of edibles, concentrates and extracts. 
 
The proposed MKHS Transaction constitutes a “Fundamental Change” as defined in CSE policies. A 
Fundamental Change is a major acquisition accompanied by a change of control, whereby the 
transaction results in a change of control, commonly referred to as a “reverse take-over”. 
 
On November 9, 2015 the Company completed the first tranche of a convertible debenture offering 
of 2,680 $100 convertible debentures (collectively the “CDs”) for proceeds of $268,000 (US$200,000). 
Each $100 CD entitles the debenture holder (the “Holder”) thereof to convert into 833 common 
shares of the Company, for a period of up to six months (the “Maturity Date”). The CDs are non-
interest-bearing, however should the investor fail to convert any or all CDs by the maturity date a 
bonus payment of up to US$40,000 shall be payable to the Holder. All securities issued in connection 
with the offering are subject to a statutory hold period of four months plus a day from the date of 
distribution in accordance with applicable securities legislation. The debentures were subscribed for 
by Westland Capital Advisors S.A. (“Westland”), a non-arm's-length party to the Company. A director 
and the Company's CEO is an officer of Westland. 
 
On November 24, 2015 the Company announced entering into a binding commitment letter with 
MKHS in respect of the MKHS Transaction first announced on November 2, 2015. Under the terms 
of the transaction, the Company will consolidate its share capital on a one-for-three basis (the 
“Consolidation”) and fund MKHS’ working capital needs and facilities expansion. Trading in the 
common shares of Genovation Capital was halted as a result of this announcement and will remain 
halted until such time as all required documentation has been filed and permission to resume trading 
has been obtained from the CSE. 
 
Under the commitment letter, the Company agreed to advance US$200,000 secured and guaranteed 
under separate agreements and private arrangement with a Director and shareholder of the Company, 
US$200,000 to be arranged by or on behalf of the Company or by one of its consultants via any 
combination of debt and/or equity, US$450,000 to be arranged subsequent to the above described 
US$400,000, either on a fully secured basis, acceptable to the lender, and/or through an interim equity 
raise by the Company, and US$3.15 million to be raised through a mutually acceptable combination 
of equity and/or debt in due course. 
 
Proceeds of the financings will be used by MKHS to execute its business plan, including the build out 
and expansion of a larger greenhouse facility, purchase of property required for expansion, and for 
general working capital purposes. All advances to MKHS by the Company will be secured and 
collateralized pending the closing of the MKHS Transaction. 
 
The MKHS Transaction shall take place by way of a share exchange or other similar form of 
transaction.  
 
On December 14, 2015 the Company announced entering into a non-binding letter of intent with 
Valens outlining the general terms and conditions of a proposed transaction whereby the Company 
acquires all of the issued and outstanding securities of Valens in exchange for common shares of the 
Company (the “Valens Transaction” or the “Transaction”). 
 
Valens is a privately held biotechnology company based in the Okanagan Valley of British Columbia, 
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focused on the emerging Cannabinoid market. Valens is in the cannabis cultivation and research 
business, which includes the assets and improvements of a 17,000 sf research and development facility 
in Winfield, and anticipated approvals, upon inspection from Health Canada, for a controlled drug 
and substance dealer’s license (including the activities of cultivation, production (extraction), 
packaging, possession, sale, transportation, delivery and research). 
  
The Valens Transaction is proposed to take place by way of a share exchange or other similar form of 
transaction. The Company, Valens and the shareholders of Valens would exchange all of the issued 
and outstanding shares of Valens for 36,000,000 post-consolidation common shares of Genovation 
Capital, to be issued to the shareholders of Valens and held under three-year voluntary and Exchange 
imposed pooling and escrow agreements. 
 
On January 21, 2016 the Company closed the second CD tranche of the Offering raising $363,500 
(US$250,000). 
 
On February 16, 2016 the Company closed the Financing as proposed on November 25, 2015 through 
a non-brokered private placement of 3,011,984 shares at a price of $0.24 per share for gross proceeds 
of $722,876 (US$500,000). 
 
On March 30, 2016 the Company entered into a binding commitment letter for the completion of the 
Valens Transaction. 
 
The Valens Transaction will be structured such that the shareholders of Valens will receive 36 million 
shares (“Transaction Shares”) of the Company (subject to specific vesting conditions) in exchange for 
all the issued and outstanding securities of Valens. The Company has also agreed to issue 650,000 
finders’ shares on completion of the Transaction.  
 
After the closing of the Transaction, the Company will undertake the following capital raising efforts: 
 
• The Company will undertake to raise in aggregate $6,000,000 before direct fees and expenses 

in support of Valens’s business plan, subject to Valens’s successful licensing and Health 
Canada approvals being achieved; 

• In the event Valens has not yet achieved its full licensing objectives, the Company is obligated 
to raise capital equal to the percentage of vested Transaction Shares over the aggregate number 
of Transaction Shares (the “Initial Funding”); 

• Within three months after closing of the Transaction, the Company will raise not less than 
$1,200,000 of the Initial Funding to fund Valens’ business plan (“First Tranche”); 

• Subsequent to the First Tranche, the Company will complete additional private placements 
and/or debt financings that satisfy the balance of the Initial Funding, on terms and conditions 
as agreed upon and directed by the proposed board of directors and appointed management; 
and 

• Subsequent to the First Tranche, holders of Valens’s shareholder loans shall have a right of 
first refusal to participate in capital raising efforts to the extent of the outstanding balance of 
their respective shareholder loans. 

 
In the event that the Company fails to complete the Initial Funding within six months after the closing 
of the Transaction, either the number of Transaction Shares shall be adjusted to the mutual satisfaction 
of all parties and as approved by the Board or, at the option of Tim Tombe and David Gervais (to be 
exercised in their capacities as former holders of 100% of the Class “A” Common Voting Shares of 
Valens), the Company shall utilize its free cash flow (including cash flow generated directly or indirectly 
as a result of the Company’s investment in MKHS or its carried interest as a member in MKV Ventures 
1, LLC (“MKV1”), to support the Valens business plan. 
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In the event the Initial Funding takes place at less than an average $0.50 per share, the former 
shareholders of Valens (the “Vendors”) may at their option receive a pro rata adjustment to their 
purchase price shares such that, the greater dilution directly resulting from the failure to complete the 
financing at the minimum price is fully compensated for such that the Vendors are issued additional 
shares pro rata to attain the dilution realized if the financing had taken place at $0.50. 
 
Valens agreed to accrue $50,000 payable to the Company as cost recoveries. $10,000 was deemed 
earned upon execution of the commitment letter (March 30, 2016), $20,000 upon the Company 
receiving shareholder approval of the Transaction (April 29, 2016) and $20,000 upon receiving 
conditional acceptance from the CSE (July 8, 2016). Amounts will be immediately payable if the 
agreement is terminated and the condition has been met. At April 30, 2016, $30,000 was included in 
receivables and recognized as other income for the year. 
 
The terms of the agreement will be more particularly set forth in a definitive agreement to be entered 
into by the two parties. 
 
The Company filed a Management Information Circular for shareholders of record as at March 24, 
2016. On April 29, 2016 the Company received approval from its shareholders for all proposed 
resolutions.   
 
On April 29, 2016 the Company received unanimous approval from its shareholders for: 
 

a) the proposed acquisition of Valens through the exchange of all of the issued and outstanding 
securities of Valens in exchange for securities of Genovation Capital; 

b) the proposed acquisition of MKHS through the exchange of all of the issued and outstanding 
securities of MKHS in exchange for securities of Genovation, subject to receipt of IFRS-
standard audited financial statements; 

c) a consolidation of its share capital on a 3:1 basis as announced on November 2, 2015; 
d) the Company’s intention to undergo a name change, subject to regulatory approval; 
e) the reappointment of Davidson & Company LLP as auditors of the Company for the ensuing 

year at the remuneration to be set by the directors. 
 
During the year the Company advanced $1,907,293 (US$1,379,283) to MKHS. Funds advanced to 
MKHS have been used to enter into purchase options on the warehouse property and the Littletown 
greenhouse property, and expand the operations thereon through warehouse leasehold improvements 
and the purchase and set up of an additional 24,000 sf of greenhouse capacity and 3,000 sf of 
administrative space at Littletown. 
 
The Company’s advances were completed to meet the terms and conditions of the Company’s initial 
LOI with MKHS dated October 30, 2015 and the superseding binding letter of commitment (the 
“LOC”) dated November 24, 2015, whereby MKHS committed to be acquired by the Company 
through a share exchange transaction. An Operating Agreement (the “OA”) with MKV Ventures 1, 
LL (“MKV1”) was entered into between MKHS and Westland, which provided the Company interim 
financing, whereby the funded expansion is separately administered and controlled. 
 
In the event that MKHS terminates the LOC without grounds, or fails to execute a follow-on 
agreement whereby Genovation acquires MKHS under the terms as substantially announced in its 
news release of December 14, 2015, or MKHS fails to provide IFRS-standard annual audited financial 
statements to the Company, and as a result the Company elects to terminate the LOC, MKHS’ fifty 
percent membership interest in MKV1 shall be deemed transferred to the Company without the need 
for further documentation. In the event the transaction between MKHS and the Company does not 
close for any other reason, MKHS shall be deemed to have transferred ten percent of its membership 
interest in MKV1 to the Company without the need for further documentation, and the Company 
shall be deemed admitted as a Member under the OA. 
 
Under the afore-described circumstances, the Company remains a Member until such time as it has 
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received distributions from the greater of twelve successful harvests or for two years of harvests from 
the additional funded greenhouse capacity. There have been discussions held to mitigate the 50%-
forfeiture penalty limited to 12 crops under the original OA, to a straight 10% interest into perpetuity 
for the benefit of the Company. 
 
A draft listing statement for the Company dated May 5, 2016 was filed with the CSE concerning the 
proposed Valens Transaction and the business of the combined company, including proposed director 
and officer biographies. The proposed acquisition of MKHS was not a part of the Listing Statement 
due to delays encountered, particularly with MKHS’ inability to provide IFRS-standard audited 
financial statements as required by the Canadian regulatory process. 
 
On May 9, 2016 $268,000 (US$200,000) principal amount of the issued and outstanding $100 CDs 
were exercised for conversion to 2,233,333 common shares of the Company. 
 
On July 8, 2016 the Company and Westland agreed to extend the conversion period for the remaining 
issued and outstanding $363,500 (US$250,000) CDs to coincide with the closing date of the Valens 
Transaction. 
 
On July 8, 2016 the Company received conditional approval from the CSE for its proposed Valens 
Transaction. CSE approval of the Valens-proposed Company board nominees and a proposed 
significant shareholder is the sole condition precedent to the CSE’s approval to complete the Valens 
Transaction, the Company’s Fundamental Change, and resume trading on the CSE. 
 
On July 15, 2016 the Company completed a share consolidation, consolidating its issued and 
outstanding common shares on the basis of one (new) post consolidation share for each three (old) 
pre-consolidation shares. As at April 30, 2016, prior to accounting for the share consolidation, the 
Company had 27,255,586 common shares issued and outstanding. Retroactively accounting for the 
consolidation, the Company had 9,085,168 common shares issued and outstanding. 
 
The exercise or conversion price and the number of common shares issuable under any of the 
Company's outstanding warrants and stock options have been proportionately adjusted to reflect the 
consolidation in accordance with their respective terms thereof. No fractional common shares were 
issued pursuant to the consolidation, and any fractional common shares that would otherwise be 
issued were rounded down or up to the nearest whole number. 
 

3.2 Significant Acquisitions and Dispositions 
 

1. The Company has not completed any significant acquisitions or dispositions, other than 
discussed above. The proposed Valens Transaction requires financial statements under National 
Instrument 41-101 General Prospectus Requirements as if this Listing Statement were a 
prospectus. The Company’s March 31, 2016 Management Information Circular was filed on 
SEDAR and provided financial disclosure to the Company’s shareholders ahead of the April 29, 
2016 annual and special meeting of shareholders. 
 

2. The Valens Transaction is a first but critical step towards the Resulting Issuer becoming a 
global, vertically integrated medical cannabis company. Valens main objective is to take 
their unique product to the next level and move to acquire a Health Canada DIN 
number, thereby allowing it to pursue North American and European sales. As the 
worldwide market develops we will be focusing on deriving different strains to 
alleviate different neurological conditions through intensive plant breeding and to 
capitalize our position in the Phytopharma world. Secondly we will have an LP for 
production of Medical Marihuana allowing Valens to sell material to Medical 
Marihuana users and potentially the lucrative world of recreational use once 
legalized. It should be noted that there are currently only 36 production LP’s for 
medical purposes for all of Canada. Valens has applied for both R&D licensing 
and Medical Marihuana Production licensing to enable it to service a broad 
spectrum of the market. 
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3. Notwithstanding the foregoing, the Company also anticipates acquiring all of the 

business, assets and undertakings of a MKHS in Arizona. This acquisition remains 
subject to a number of conditions, including due diligence and entering into a 
definitive agreement. If the transaction were to be completed, management 
believes the acquisition would be a significant acquisition for the purposes of 
National Instrument 51-102. There can be no assurance that this acquisition will 
be completed. In the event that the MKHS fails to complete, the Company will 
retain a significant beneficial interest in the expanded MKHS operations. 
  
The Valens Transaction 
 
Genovation intends to acquire Valens prior to the MKHS Transaction (the subject of a binding 
Commitment Letter announced November 25, 2015). The initial non-binding LOI with Valens 
as of December 11, 2015 was superseded by a binding commitment letter dated March 31, 
2016, all negotiated at arm’s length. 
 
The following matters are anticipated to be effected in connection with the Valens Transaction: 
 
a. Valens will be a wholly-owned subsidiary of Genovation, a reporting issuer in the Provinces 

of British Columbia, Ontario and Alberta; 
 
b. The Valens Transaction will be structured such that the shareholders of Valens shall receive 

pro rata 36,000,000 Genovation common shares, (with a separate 475,000 share finder’s fee 
paid to Gregory Patchell, and a 200,000 share finder’s fee paid to A. Tyler Robson), to own 
approximately 72% of the Resulting Issuer, assuming the conversion of 100% of the 
outstanding convertible debentures into common shares; 

 
c.  The net issuance in the aggregate of thirty-six million (36,000,000) common shares to the 

shareholders of Valens shall vest (be considered earned, but still subject to escrow and 
pooling release agreements) substantially as follows, in any order of occurrence until all of 
the Transaction Shares have vested: 

• 30% of the Transaction Shares shall vest immediately upon the closing of the Proposed 
Transaction;  

• 60% of the Transaction Shares shall vest upon the receipt by Valens of a License under 
the Controlled Drugs and Substance Act and its Regulations to cultivate and process 
Marihuana for scientific purposes or upon Genovation, Valens and/or their affiliates 
obtaining the substantially equivalent rights or authorization; 

• 10% of the Transaction Shares shall vest upon the receipt by Valens of a License to 
Produce under the Marihuana for Medical Purposes Regulations (“MMPR”) or upon 
Genovation, Valens and/or their affiliates obtaining the substantially equivalent rights 
or authorization; 

• 10% of the Transaction Shares shall vest in the event that Genovation does not complete 
the initial $1,200,000 financing within the later of 3 months after the Closing Date and 
September 30, 2016, in which case the number of shares which remain subject to the 
foregoing escrow provisions shall be reduced proportionately based on the shortfall 
between the actual amount raised and the Initial Tranche required to be raised by 
Genovation; 

• Additional potentially accretive acquisitions or cash flow generation initiatives, such as 
the acquisition of the shares or assets of Agri-Forest Biotechnologies Ltd. or acquisition 
of another synergistic target company, that are completed by or through the efforts of 
Valens, will be rewarded through immediate vesting of a portion of the remaining 
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unvested shares, as approved by the new board of Genovation from time to time, in 
proportion to that acquisition’s assessed projected contribution to free cash flow when 
compared to that projected from the expected licensing initiatives in the first full year of 
operation; and 

• all shares representing the Purchase Price which have not otherwise been released from 
escrow shall be released thirty-six (36) months after the Closing Date subject to the 
ability of the board of directors of Genovation to determine prior to the 36-month 
anniversary of the Closing that it wishes to divest itself of its interest in Valens by way 
of spin out, in which case the parties agree that the unvested Transaction Shares of 
Genovation shall be deemed to have vested for the purposes of determining the number 
of shares of Valens to be issued to the shareholders of Genovation in connection with 
the spin-out. 

 
d. Upon completion of the Acquisition, the board and management of Genovation will consist 

of up to three nominees of Valens and two appointees of Genovation. 
 
General discussion of Valens’ business progress to date 
 
During the past two years, Valens has been working on customizing the construction of a 
17,000 sq. ft. facility to bring it to a (Health Canada) Level 10 security building requirements 
for the storage of controlled substances and cultivation of cannabis. The purpose of the 
buildout is to develop new strains of plant material that we can effectively extract various forms 
of CBD. The CBD will then be used in clinical trials to treat several different forms of epilepsy 
and other neurological disorders. Currently Valens has proposed clinical trials pending with 
Toronto Sick Kids Hospital, pending Health Canada approval..  
 
One key business goal of Valens is to ultimately develop materials to obtain a Drug Index 
Number (DIN) and to enter into the pharmacology registry for prescribing our material. This 
process can only be done through extensive clinical trials. 
 
Valens’ 17,000 sq. ft. facility has been substantially complete for six months. Valens has 
expended over $2.7M on the renovation and upgrades to the leased premises (two key 
shareholders own and lease the building to Valens at fair market value) to satisfy the stringent 
security requirements that the Office of Controlled Substances of Health Canada requires 
under the current Dealers License and Licensed Producer License application process.  
 
All equipment and systems necessary to operate the facility are currently in place and ready to 
start production. Health Canada has completed stage five of their application process, whereby 
Valens moves to stage six which is the pre-license inspection. 

 
There are seven stages of the application process as indicated by Health Canada are as follows: 
 

1.  Applications received 
2.  Preliminary screening 
3.  Enhanced screening 
4.  Initiation of security clearance process 
5.  Review 
6.  Pre-license inspection 
7.  Licensing  

 
Of the seven application stages, Valens is presently at stage six, first in queue for inspection in 
western Canada. If no deficiencies are noted, we will progress to step seven which is the 
issuance of a license. 
 
In regards to application timelines, from Health Canada’s information sheet ‘Application 
Process: Becoming a Licensed Producer’: 
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“…Application processing times are variable and depend on a number of factors, including: 
 

• the completeness of the application and the thoroughness of the information provided; 
• the timeliness of applicant responses to requests for additional information; 
• the readiness of the applicant to move through the process; 
• the complexity of the application; and, 
• whether the application poses any risks, including a risk to public health, safety or security. 
 

The timeline for security screening of key personnel can also vary depending on the complexity 
of the applicant's file. The entire application process can take more than a year to complete. 
 
 

 
 
 
Effect of the Valens Transaction 
 
Valens will continue as a wholly-owned subsidiary of Genovation, as a result of which (i) all of 
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the property, assets and liabilities of Valens will become indirectly held by Genovation; and (ii) 
existing Valens Shareholders will continue to hold an indirect interest in the property and assets 
of Valens through the Genovation Shares which they receive pursuant to the Valens 
Transaction. The Valens Transaction does not change any of the assets, properties, rights, 
liabilities, obligations, business or operations of either Genovation or Valens on a consolidated 
basis. 
 
Reasons for the Valens Transaction 
 
The decision to proceed with the Valens Transaction was based on the following primary 
determinations: 
 
a. the Company divested its business interests into three stand-alone “Reporting Issuers” 

upon completion of its Plan of Arrangement in March 2015 following a reassessment of 
the oil and gas markets, the barriers to entry encountered from both the regulatory and 
financial commitment perspectives, and the low risk appetite for raising speculative and 
venture capital funds; 

 
b. since divesting its business interests, the Company had effectively become a shell, and has 

reorganized itself to seek and attract new business opportunities offering potential for near 
term cash flow and sustainable growth as a means to create shareholder value; 

 
c. the continued over-supply in the oil and gas sector and deflationary environment dried up 

funding available for resource opportunities with little likelihood for a short term turn 
around, resulting in serious survival issues for cash-strapped juniors that fail to take a 
flexible and proactive approach to their future prospects; 

 
d. the initial MKHS Transaction was introduced to the Company in October 2015, 

contemplating a business merger in the form of a reverse merger. MKHS is an established 
operator in the rapidly expanding Marihuana cultivation and medicinal dispensary business 
seeking expansion capital and access to equity capital; 

 
e. the MKHS Transaction was assessed to be a significant accretive transaction for 

Genovation, providing access to capital., and creating a synergistic working partnership 
between a well-established medicinal Marihuana operation and the Company’s experienced 
corporate finance and public markets professionals, and 

 
f. the subsequent addition of the Valens Transaction and its experienced Marihuana 

cultivation and medicinal/pharmaceutical sector management team to the proposed group 
created immediate and significant synergy between the Canadian and U.S.-based 
organizations, and potentially accelerates the Company’s objective to become a global, 
vertically integrated medical cannabis company, spanning the entire medical cannabis value 
chain from “Farm to Pharma”. 

 
3.3 Trends, Commitments, Events or Uncertainties 

 
The Company is an oil and gas exploration enterprise seeking to diversify into the agricultural / 
pharmaceutical sector; consequently, there is no production, sales or inventory.  

In 2001, Canada became the second country in the world to recognize the medicinal benefits of 
marijuana and to implement a government-run program for medical marijuana access. Health 
Canada replaced the prior regulatory framework and issued the Marihuana for Medical Purposes 
Regulations (“MMPR”) in June 2013 to replace government supply and home-grown medical 
marijuana with highly secure and regulated commercial operations capable of producing consistent, 
quality medicine. The MMPR regulations issued in June 2013 covered the production and sale of 
dried cannabis flowers only. A court injunction in early 2013 preserves the production and access 
methods of the prior legislation for those granted access prior to the injunction.  
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 Under the MMPR, patients are required to obtain a medical approval from their healthcare 
practitioner and provide a medical document to the licensed producer from which they wish to 
purchase marijuana. Since the requirements under the new regulations are both simpler and involve 
fewer obstacles to access than the previous regulatory regime, it is anticipated that the growth in 
the number of approved patients will accelerate. Moreover, the new system allows for competition 
among licensed producers on a host of factors including product quality, customer service, price, 
variety and brand awareness, allowing for well-positioned and capitalized producers to leverage 
their position in the marketplace.  

 On July 8, 2015 Health Canada issued certain exemptions under the Controlled Drugs and 
Substances Act (Canada) (“CDSA”), which includes a Section 56 Class Exemption for Licensed 
Producers under the MMPR to conduct activities with cannabis (the “Section 56 Exemption”), 
which permits Licensed Producers to apply for a supplemental license to produce and sell cannabis 
oil and fresh marijuana buds and leaves, in addition to dried marijuana (this does not permit 
Licensed Producers to sell plant material that can be used to propagate marijuana). 

 On February 24, 2016, the Federal Court of Canada rendered a decision in the Allard et al v the 
Federal Government of Canada case. This case began as a result of the government's decision to 
repeal the Marihuana Medical Access Regulations ("MMAR") and enact the Marihuana for Medical 
Purposes Regulations ("MMPR"). The plaintiffs in the Allard case argued that the MMPR violates 
their Charter rights and the court, in a lengthy and detailed judgment, agreed with the plaintiffs. 

 The Company’s preliminary interpretation of the Federal Court’s ruling is as follows: 

• the decision reaffirms the right of Canadians to possess marijuana for medical purposes; 

• the decision stipulates that the Marijuana for Medical Purposes Regulations (“MMPR”), 
under which current licensed producers operate, does not provide sufficient access to 
cannabis; 

• the current MMPR regulations remain in force; and 

• the decision gives the Canadian Federal Government until August 24, 2016 to determine 
how existing regulations should be amended to ensure that patients have the access to 
medical marijuana that they need; 

 Health Canada estimates that 40,000 patients in Canada used doctor prescribed medical marijuana 
in 2015, establishing a market worth $80 million. By 2024, Health Canada estimates that the 
number of patients using medical marijuana will grow to 450,000, creating a market worth an 
estimated $1.3 billion. 

 Legalization of Recreational Use of Marijuana in Canada 

 On April 20, 2016, the Canadian Federal Government announced its intention to introduce, by 
the spring of calendar 2017, legislation to legalize the recreational use of marijuana in Canada. At 
this time, the form that this legislation will take is not known. The Company believes that the 
legislation will allow for controlled and highly regulated production by licensed producers along 
with limited grow-at-home options. The Company believes that, in the event recreational use of 
marijuana is legalized, that the majority of people will choose to purchase from a regulated 
production source rather than growing marijuana in their homes. 

 As of August 24, 2016, the Access to Cannabis for Medical Purposes Regulations (ACMPR) will 
replace the MMPR. The ACMPR is Canada's response to the Federal Court of Canada's February 
2016 decision in Allard v. Canada. This decision found that requiring individuals to get their 
marijuana only from licensed producers violated liberty and security rights protected by section 7 
of the Canadian Charter of Rights and Freedoms. The Court found that individuals who require 
marijuana for medical purposes did not have "reasonable access". 

 The ACMPR are designed to provide an immediate solution required to address the Court 
judgement. Moving forward, Health Canada will evaluate how a system of medical access to 
cannabis should function alongside the Government's commitment to legalize, strictly regulate and 
restrict access to marijuana. 

 CIBC World Markets reports estimates of the potential value of the recreational marijuana market 
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in Canada range from $5 billion to $10 billion per year. The lower market value of $5 billion per 
year translates into yearly consumption of 770,000 kilograms of marijuana, assuming a price of 
approximately $6.50 per gram. To put the potential size of the Canadian recreational market in 
context, Statistics Canada valued the beer market in Canada, in 2014, at $8.7 billion. 

  

 International Development 

 Medical marijuana opportunities are becoming increasingly available as new jurisdictions move 
towards establishing new or improved medical marijuana systems. As Canada has developed an 
enviable regulatory model, companies acting within that framework have expertise, knowledge and 
potentially product to share with the global community. 
 
There are no additional known trends in the Company's business that are likely to impact on the 
Company's performance. Refer to discussions set out in 4. Narrative Description of the Business, 
6. Management’s Discussion and Analysis and 17. Risk Factors. 

 
4. Narrative Description of the Business 

 
4.1 General 

 
(1) Business of the Company 

 
(a) Business Objectives 

 
Valens’ primary focus is in the development of ultra-low THC valued plants with relatively high 
amounts of cannabinoids. To meet Health Canada’s strict guidelines of hemp plants that contain less 
than 0.3% THC, they have assembled a team of highly trained experts in the field of plant tissue 
development and agronomy to aid in the cross breeding programs embarked on. Valens has also 
entered into discussions with one of the preeminent PhD’s in plant extractions in North America to 
act as a consultant when dealing with plant tissue culture and plant breeding matters, with the intent 
of contracting his services on a permanent basis. 
 
Valens will be concentrating on the specialty development of Cannabidiol (“CBD”) oils for potential 
clients that want to use the material for compounding pharmaceutical products for the natural health 
products (“NHP”) market. They have several clients in the overseas market that have expressed a 
high interest in Canadian production of such materials. By focusing their attention to these emerging 
markets they will become the specialty producer of CBD products.   
 
Valens will produce a variety of CBD rich materials with different Cannabinoid profiles for the 
domestic and international marketplace. They have the capacity to produce the raw extract as well as 
supply designated growing partners with strains of plants to be grown under licence for their localized 
market. Through their tissue culture facility, they can breed and develop different CBD profiles 
within the plants for research and development. They will be working with several large Licensed 
Producers (“LP’s”) to produce their material under licence for their production needs. This factor 
will continue to brand Valens as a world leader in the development of CBD materials for both 
domestic and international markets. 
 
As the market develops, Valens will capitalize on its ability to set the standard for CBD development. 
Once the market grows, the industry will face regulatory control from Federal authorities. Valens will 
set forth the necessary protocols to conform to the new regulations. 
 
By aligning with international distribution partners they will be able to continue producing CBD 
material for resale under the new export guidelines. 
 
Valens will utilize state of the art extraction equipment as well as support a dedicated lab facility to 
process and extract the material for shipment to their R&D partners as well as their distribution 
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clients.   
 
Once the R&D work is done to develop their strains, they will look to expand their production ability 
with larger custom extraction equipment. There are several ways to extract CBD material but most 
leave some chemical or toxic residues after extraction. They are looking to do extraction with a 
process known as Critical C02 extraction. This process equipment will leave no residues and is 90% 
efficient in extracting CBD. The equipment cost is approximately $350,000 but will give a chemically 
pure extraction method separating Valens from current methods employed in the industry. 
 
As with any R&D company, they are actively seeking funding from research partners to continue to 
develop new methods and materials for CBD research. They will also be accessing the Federal 
government’s Scientific Research and Experimental Development (SRED) tax credit program.   
 
Valens is committed to green manufacturing methods and organic methods for the production of 
CBD materials and will grow using strict organic practices and guidelines. A sustainable approach to 
development and production is key to the operation. 
 
Integral to both Valens’ and Genovation’s strategic vision is its investment in the expansion of 
MKHS. Finalization of a restructured relationship with MKHS will be completed subsequent to the 
closing of the Valens Transaction due to delays with their ability to provide audited financial 
statements. 
 
The Company (primarily led by the seasoned Valens operations team) intends to help operate and 
further expand MKHS’ vertically integrated fully licensed Arizona-based Marihuana cultivation and 
medicinal dispensary business.  
 
Genovation has already funded MKHS’s expansion for an additional 24,000 sf greenhouse facility 
and has secured the underlying land for both the warehouse and the 9.5 acre Littletown Road 
greenhouse location under options to purchase. Genovation retains an interest in the expanded 
operations in the event that MKHS fails to complete its obligation under its LOC with Genovation 
for the reverse merger, ranging from a 10% to 50% interest as detailed in the Operating Agreement 
of MKV Ventures 1, LLC (the “OA”). There are discussions being held to mitigate the 50%-
forfeiture penalty limited to 12 crops under the original OA to a straight 10% interest into perpetuity. 
 
MKHS currently operates an 11,000 sf warehouse cultivation, commercial kitchen and extraction 
facility, and a separate 3,000 sf automated greenhouse located on 9.5 acres, zoned for expansion to 
100,000 sf in Tucson, Arizona.  
 
MKHS supplies medical Marihuana pursuant to the Arizona Medical Marihuana Act, operating two 
state-licensed “healing center” dispensaries, and distributes its own in-house prepared, branded line 
of edibles, concentrates and extracts. 

 
a. Over the next 12-month period, the Company: 

 
i. Expects to complete the Valens Transaction through the net issuance in the aggregate of 

36,675,000 post-consolidated common shares (inclusive of any finders’ fees) to the 
shareholders of Valens. Issued shares shall vest (be considered earned, but still subject to 
escrow and pooling release agreements) substantially as follows, in any order of occurrence 
until all of the Transaction Shares have vested: 

 
• 30% of the Transaction Shares shall vest immediately upon the closing of the 
proposed Transaction;  
• 60% of the Transaction Shares shall vest upon the receipt by Valens of a License 
under the Controlled Drugs and Substance Act and its Regulations to cultivate and process 
Marihuana for scientific purposes or upon Genovation, Valens and/or their affiliates 
obtaining the substantially equivalent rights or authorization; 
• 10% of the Transaction Shares shall vest upon the receipt by Valens of a License to 
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Produce under the Marihuana for Medical Purposes Regulations (“MMPR”) or upon 
Genovation, Valens and/or their affiliates obtaining the substantially equivalent rights or 
authorization; 
• 10% of the Transaction Shares shall vest in the event that Genovation does not 
complete an initial $1,200,000 financing within the later of 3 months after the Closing Date 
and September 30, 2016; 
• additional potentially accretive acquisitions or cash flow generation initiatives, such as 
the proposed acquisition of the shares or assets of a commercial scale plant biology company 
or acquisition of another synergistic target company, that are completed by or through the 
efforts of Valens, will be rewarded through immediate vesting of a portion of the remaining 
unvested shares, as approved by the new board of Genovation from time to time, in 
proportion to that acquisition’s assessed projected contribution to free cash flow when 
compared to that projected from the expected licensing initiatives in the first full year of 
operation. 
 

ii. Expects to complete the MKHS Transaction, subsequent to the closing of the Valens 
Transaction, following receipt of the audited financial statements or as otherwise 
determined as necessary to achieve CSE approval, by way of a share exchange or other 
similar form of transaction.  Genovation, MKHS and the shareholders of MKHS would 
exchange all of the issued and outstanding shares of MKHS for 36,475,000 (inclusive of 
any finders’ fees) post-consolidated common shares of Genovation, to be issued to the 
shareholders of MKHS and held under three-year voluntary and Exchange imposed escrow 
agreements. 

 
b. Significant Events or Milestones See 3.2 above. 
 
c. Total Funds Available 

 
As of September 8, 2016, the Company and Valens had a net combined working capital 
deficiency of approximately $1.9 million. The deficiency is a result of Valens’ shareholder 
demand loans. Technically they are due within one year, but we have structured the 
Transaction to ensure their deferment to match expected cash flow and future equity raises.  
 
The Company has committed to raise a minimum of $1.2 million within 3 months of 
completion of the Transaction, and Valens has agreed to defer note holder repayments to 
the amount of $250,000. 

 
Per our LOC and Share Exchange Agreement (“SEA”) $250,000 can be repaid from our 
initial minimum commitment to raise $1.2 million at a minimum price of 50-cents per share 
(“First Tranche”) of the Initial Funding, to be completed within three months of the close 
of the Transaction. Valens note holders (and/or their designated assignees) have a right to 
participate in future financings and may convert their notes into Company equity subject to 
ability of the Company to limit the aggregate amount converted to fifty percent (50%) of 
the amount of the financing. 
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The Company and Valens had the following indiv idual working capi tal  
(def ic iency) and deficit positions at April 30, 2016 and May 31, 2016 respectively: 
 

          Genovation   Valens Agritech 
                    Capital Corp.                Ltd. 

                 April 30, 2016       May 31, 2016   
 

 Working Capital (deficiency) $ 597,322 $   (2,668,687) 
Deficit $ 6,858,251 $     1,170,647 

 
The Company has historically relied upon equity financings and loans from directors to 
satisfy its capital requirements and will continue to depend heavily upon equity capital to 
finance its activities. 

 
The Company’s ability to continue operations is dependent upon successfully raising the 
necessary financing to complete future development, achieving profitable production 
a n d / or the realization of cash flow from its MKHS expansion funding. During the year 
the Company wrote off its advances receivable and booked a full impairment on investment 
for its remaining oil and gas related assets. 
 

 
d. Purpose of Funds 

  
The working capital of $597,322 is available to complete the acquisitions of Valens, repay 
the Agilis Capital loan, and cover general and administration expenses to bridge the period 
until either the MKHS expanded greenhouse operations generate cash flow for Genovation, 
or the MKHS acquisition closes allowing Genovation to access MKHS’ excess working 
capital to thereby fund Valens Agritech’s working capital and loan repayment commitments. 
Included in accounts payable and accrued liabilities as at April 30, 2016 was $610,000 due to 
a company controlled by a family member of a director, and a company a director is an officer 
of. Post-Valens acquisition, the Company intends to complete a minimum $1.2 million 
financing that funds Valens Agritech’s working capital and a $250,000 shareholder loan and 
related party repayment commitment. 
 
Therefore, pre-Initial Tranche use of funds is estimated as follows: 
 

 

 
 

(2) Principal Products or Services 
 

(a) Valens’ primary focus is in the development of ultra-low THC valued plants with relatively 
high amounts of cannabinoids for the domestic and international marketplace. Valens will be 
concentrating on the specialty development of Cannabidiol (“CBD”) oils for potential clients 
that want to use the material for compounding pharmaceutical products for the natural health 
products (“NHP”) market. They have several clients in the overseas market that have 
expressed a high interest in Canadian production of such materials. By focusing their attention 
to these emerging markets they will become the specialty producer of CBD products. 

 
(b) Production and Sales 

 
This is not currently applicable to the Company or the Valens Transaction. The Company 
will however participate in the net cash flow resulting from its funded expansion of the 
MKHS operations, as described herein, pending completion of the MKHS Transaction. The 

Accounts payable and accruals $   74,717 
Legal & Professional fees $   12,500     
Repayment of Agilis Capital $ 130,368 
Available for G&A $ 379,737 
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proposed MKHS Transaction will provide the Company with the capital, physical assets and 
personnel necessary to operate two dispensaries and cultivate significant additional product 
out of the additional greenhouse space. MKHS reported sales for the year ended December 
31, 2015 of approximately US$2.2 million and net income of approximately US$1.2 million. 

 
(c) Competitive Conditions and Position 

See 17. Risk Factors - Competition. 

(d) Lending and Investment Policies and Restrictions 

This is not applicable to the Company. 

(3) Bankruptcy and Receivership 
 

The Company has not been the subject of any bankruptcy or any receivership or similar 
proceedings against the Company or any of its subsidiaries or any voluntary bankruptcy, 
receivership or similar proceedings by the Company or any of its subsidiaries, within the three 
most recently completed financial years or the current financial year. 

 
(4) Material Restructuring 

 
The Company was incorporated as Mayen Minerals Ltd. under the laws of British Columbia on 
January 14, 1981. On Sept. 25, 2012 the Company changed its name to “Rift Basin Resources Corp.” 
and its common shares commenced trading on the TSX Venture Exchange (“TSX-V”) under the 
trading symbol “RIF” as a Tier 2 mining issuer.  
 
On Sept. 25, 2012 the Company changed its name to “Rift Basin Resources Corp.” and its common 
shares commenced trading on the TSX Venture Exchange (“TSX-V”) under the trading symbol 
“RIF” as a Tier 2 mining issuer. The Company completed a 2 for 1 stock split designed to enhance 
liquidity. 
 
On August 12, 2013 the common shares of the Company were delisted from Tier 2 of the TSX-V 
and commenced trading on the NEX board under the trading symbol “RIF.H”. 
 
On August 22, 2014 the common shares of the Company were voluntarily delisted from the TSX-
V. The Company changed its name to “Asean Energy Corp.” and its common shares commenced 
trading on the Canadian Securities Exchange (”CSE”) under trading symbol “ASA” on August 25, 
2014. On April 15, 2015, the Company consolidated its share capital on a 10:1 basis. 
 
Effective on August 20, 2015 the Company changed its name to “Genovation Capital Corp.” and 
its common shares commenced trading under the trading symbol “GEC” on the CSE. The 
Company is transitioning from the oil and gas sector with two proposed transactions, each of which 
constitutes a Fundamental Change pursuant to CSE Policy 8, whereby a major acquisition 
transaction results in a change of control, commonly referred to as a reverse take-over. 
 
On April 29, 2016 at its Annual and Special Meeting of Shareholders, the Company’s shareholders 
unanimously approved the proposed acquisitions of Valens and MKHS as well as the proposed 
share consolidation. 
 
On July 15, 2016 the Company consolidated its share capital on a 3:1 basis in order to accommodate 
the proposed acquisition(s).  

 
4.2 Asset Backed Securities 

 
The Company does not have asset backed securities. 
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4.3 Companies with Mineral Projects 
 

The Company does not have mineral projects. 
 
4.4 Companies with Oil and Gas Operations 

 
The Company does not have oil and gas operations. 

 
5. Selected Consolidated Financial Information 

 
5.1 Annual Information 

 
The following table summarizes financial information of the Company for the last three 
completed financial years ended April 30, 2016, 2015 and 2014. This summary financial 
information should only be read in conjunction with the Company’s financial statements, including 
the notes thereto, included elsewhere in this document. 

 
  

For the Year Ended April 30, 

 
Operating Data: 2016 2015 2014 

Total revenues $      120,101 $       10,165   $       34,117 
Total G&A expenses           497,619          898,675 928,824 
Net loss for the year           790,904       1,149,397 1,445,054 
Basic and diluted loss per share (1)

   (.13)   (.41) (.09) 
Dividends Nil Nil Nil 

Balance Sheet Data:    
Total assets 2,045,388     366,099    427,367 
Total long-term liabilities Nil Nil Nil 

(1) Basic and diluted loss per share has been calculated using the weighted average number of shares outstanding, 
unadjusted for the proposed share consolidation.  

 

Quarterly Information 
 

The summary of quarterly results for each of the eight most recently completed quarters ending at 
the end of the most recently completed financial year has been prepared in accordance with IFRS: 

 
Quarter Ended Revenue Income (Loss) Income (Loss) per share (1)

 

April 30, 2016 60,000                (554,253) (0.09) 
January 31, 2016 1,013                (112,714) (0.02) 
October 31, 2015 Nil                  (99,752) (0.02) 
July 31, 2015 60,102                  (24,185) (0.00) 
April 30, 2015 Nil                (103,552) (0.04) 
January 31, 2015 Nil                (274,648) (0.10) 
October 31, 2014 Nil                (311,514) (0.11) 
July 31, 2014 Nil (459,683) (0.17) 

(2) Income (Loss) per share has been calculated using the weighted average number of shares outstanding, unadjusted for 
the proposed share consolidation. 

 
5.2 Dividends 

 
Subject to the Securities Act (British Columbia) (the “Act”), the directors may in their discretion 
from time to time declare and pay dividends wholly or partly by the distribution of specific assets 
or of fully paid shares or of bonds, debentures or other securities of the Company, or a 
combination of these. 

 
The Company paid no dividends during its three previously completed financial years. The 



22 
{00746102;1}  

Company intends to retain any earnings to finance growth and expand its operations and does not 
anticipate paying any dividends on its common shares in the foreseeable future. 

 
5.3 Foreign GAAP 

 
The Company is not presenting consolidated financial information on the basis of foreign GAAP. 

 
6. Management's Discussion and Analysis 

 
6.1  
-6.14  Annual MD&A for the Financial Year Ended April 30, 2016 

   
------------------------------------------------------------------------------------------------------------------------------------- 
This management discussion and analysis (“MD&A”), excerpted from the annual MD&A for the financial 
year ended April 30, 2016, includes a review of activities, results of options, financial condition and outlook 
for Genovation Capital Corp. (the “Company” or “Genovation”) for the year ended April 30, 2016, with 
comparisons to the year ended April 30, 2015. This MD&A is presented as of August 29, 2016 and 
should be read in conjunction with the Company’s audited annual consolidated financial statements for 
the years ended April 30, 2016 and 2015 and the related notes thereto. The Company’s audited consolidated 
financial statements have been prepared in accordance with International Financial Reporting Standards 
(“IFRS”). All monetary amounts are in Canadian dollars unless otherwise stated. Additional information 
on the Company is available on SEDAR at www.sedar.com and on the Company’s website at 
www.genovationcapital.ca. On July 15, 2016 the Company completed a consolidation of its share capital on a 
3:1 basis as announced on November 2, 2015 and approved by shareholders on April 29, 2016. All share and 
per share amounts have been restated to reflect the consolidation. 
 
FORWARD-LOOKING INFORMATION 
 
Inherent in forward-looking statements involve known and unknown risks, and factors may include, but are 
not limited to: unavailability of financing, changes in government regulation, general economic condition, 
general business conditions, limited time being devoted to business by directors, escalating professional fees, 
escalating transaction costs, competition, fluctuation in foreign exchange rates, competition, stock market 
volatility, unanticipated operating events and liabilities inherent in industry. Readers are cautioned that the 
foregoing list of important factors and assumptions is not exhaustive. Forward-looking statements are not 
guarantees of future performance. Events or circumstances could cause the Company’s actual results to differ 
materially from those estimated or projected and expressed in, or implied by, these forward-looking statements. 
The Company undertakes no obligation to update publicly or otherwise revise any forward-looking statements 
or the foregoing list of factors, whether as a result of new information or future events or otherwise, except as 
may be required under applicable laws. 
 
Actual results and developments are likely to differ, and may differ materially, from those expressed or implied 
by the forward-looking statements contained in this MD&A. Such statements are based on a number of 
assumptions which may prove to be incorrect, including, but not limited to, the following assumptions: that 
there is no material deterioration in general business and economic conditions; that there is no unanticipated 
fluctuation of interest rates and foreign exchange rates; that the supply and demand for, deliveries of, and the 
level and volatility of commodity prices develop as expected; that the Company receives regulatory and 
governmental approvals as are necessary on a timely basis; that the Company is able to obtain financing as 
necessary on reasonable terms; that there is no unforeseen deterioration in the Company’s activity costs; that 
the Company is able to continue to secure adequate transportation as necessary for its exploration activities; 
that the Company is able to procure equipment and supplies, as necessary, in sufficient quantities and on a 
timely basis; that exploration activity timetables and capital costs for the Company’s planned projects are not 
incorrectly estimated or affected by unforeseen circumstances; that costs of closure of various operations are 
accurately estimated; that there are no unanticipated changes to market competition; that the Company’s 
estimates in relation to its natural resource interests are within reasonable bounds of accuracy and that the 
geological, operational and price assumptions on which these are based are reasonable; that no environmental 
and other proceedings or disputes arise; and that the Company maintains its ongoing relations with its 
employees, consultants and advisors. 

http://www.sedar.com/
http://www.genovationcapital.ca/
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Readers are cautioned that the foregoing list of important factors and assumptions is not exhaustive. Forward-
looking statements are not guarantees of future performance. Events or circumstances could cause the 
Company’s actual results to differ materially from those estimated or projected and expressed in, or implied 
by, these forward-looking statements. The Company undertakes no obligation to update publicly or otherwise 
revise any forward-looking statements or the foregoing list of factors, whether as a result of new information 
or future events or otherwise, except as may be required under applicable laws. 
 
The forward looking statements contained herein are based on information available as of August 29, 2016. 
 
DESCRIPTION OF BUSINESS & OUTLOOK 
 
Genovation Capital Corp. (the "Company" or “Genovation”) was incorporated under the laws of British 
Columbia as Mayen Minerals Ltd. on January 14, 1981. The Company is a reporting issuer in British Columbia, 
Alberta and Ontario. From inception, the Company was an exploration stage enterprise engaged in acquiring, 
exploring and developing resource properties. 
 
On August 27, 2012 the Company came under new management seeking to transition the Company as a TSX 
Venture Exchange (“TSX-V”) Tier 2 mining issuer to oil and gas issuer. The Company completed a two-for-
one stock split and a corporate name change to Rift Basin Resources Corp. The Company’s trading symbol 
changed from “MYM” to “RIF” effective September 25, 2012. 
 
On August 12, 2013, pending the acquisition of a qualifying oil and gas property, the common shares of the 
Company were delisted from Tier 2 of the TSX-V and commenced trading on the NEX board under the 
trading symbol “RIF.H”. 
 
On August 22, 2014 the common shares of the Company were voluntarily delisted from the TSX-V. The 
Company changed its name to Asean Energy Corp. and its common shares commenced trading on the 
Canadian Securities Exchange (“CSE”) under trading symbol “ASA” on August 25, 2014 to reflect its oil and 
gas initiatives in Southeast Asia. 
 
Effective October 1, 2014 the Company changed its management team to restructure and refocus the company 
in response to falling oil and gas prices. 
 
At its March 2, 2015 AGM shareholders of the Company voted unanimously in favour of a Plan of 
Arrangement (“POA”), resulting in a final order from the Supreme Court of British Columbia whereby the 
Company’s three subsidiaries were spun out and a distribution of their common shares was completed to the 
Company's shareholders of record on a pro rata basis, completed on March 16, 2015. Following this 
distribution, on April 15, 2015 the Company consolidated its share capital on a 10:1 basis.  
 
Effective August 20, 2015 the Company changed its name to Genovation Capital Corp. and its common shares 
commenced trading under the trading symbol “GEC” on the CSE, reflecting efforts to reposition the 
Company to attract a near-cash-flow acquisition or reverse-merger opportunity. 
 
The Company has announced two proposed transactions, each of which constitutes a “Fundamental Change” 
pursuant to CSE Policy: 
 
• On November 24, 2015 the Company announced entering into a binding arm’s length commitment letter 

with MKHS, LLC (“MKHS”) whereby MKHS committed to be acquired by the Company through a share 
exchange transaction, first announced on November 2, 2015. 
 

• On March 30, 2016 the Company entered into a binding arm’s length commitment letter with Valens 
Agritech Ltd. (“Valens”) whereby Valens committed to be acquired by the Company through a share 
exchange transaction, first announced on December 14, 2015.   
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Shareholders unanimously approved both transactions at its April 29, 2016 Annual and Special Meeting of 
Shareholders. 
 
On July 8, 2016 the Company received conditional approval from the CSE for the acquisition of Valens. 
 
On July 15, 2016 the Company completed a consolidation of its share capital on a 3:1 basis. All share and per 
share amounts have been restated to reflect the consolidation. 
 
SIGNIFICANT EVENTS, TRANSACTIONS AND ACTIVITIES 
 
On May 7, 2014 the Company completed a non-brokered private placement of 336,672 units at a price of 
$1.80 per unit for gross proceeds of $606,010, of which $44,000 was exchanged for payables. Each unit 
consisted of one common share and one half common share purchase warrant, with one full warrant entitling 
the holder to purchase one common share of the Company for $6.00 up to May 7, 2015, subject to acceleration 
conditions. 
 
On June 23, 2014 the Company entered into a shares-for-debt agreement with an arm’s length creditor.  The 
Company issued 34,166 shares at a price of $2.55 per share settling $87,124 of the Company payables. 
 
On August 29, 2014 the Company completed a non-brokered private placement of 43,110 units at a price of 
$1.80 per unit for gross proceeds of $77,600. Each unit consisted of one common share and one-half of a 
common share purchase warrant, with one full warrant entitling the holder to purchase one common share at 
a price of $6.00 up to August 29, 2015, subject to acceleration conditions. 
 
On December 2, 2014 the Company completed a non-brokered private placement of 180,000 units at a price 
of $1.50 per unit for gross proceeds of $270,000 of which $12,500 was exchanged for payables. Each unit 
consisted of one common share of the Company, one-half of a common share of Servomarin Industries Corp. 
(“SIC”), and the right to acquire for no additional consideration a one-half share purchase warrant of SIC, with 
each full SIC warrant exercisable to acquire one additional common share of SIC at a price of $3.00 for a 
period of one year from closing of a Plan of Arrangement (“POA”). 
 
On January 16, 2015 the Company completed a non-brokered private placement of 153,333 units at a price of 
$1.50 per unit for gross proceeds of $230,000, of which $20,000 was exchanged for payables and $50,000 was 
paid on behalf of SIC as a signing bonus to a consultant. Each unit consisted of one common share of the 
Company, and the right to acquire for no additional consideration one-half of a common share of SIC, and a 
one-half share purchase warrant of SIC, with each full SIC warrant exercisable to acquire one additional 
common share of SIC at a price of $3.00 for a period of one year from closing of the POA. A change to deficit 
of $92,000 resulted from the issuance of the SIC share rights and warrants pursuant to the January 16, 2015 
share issuance. 
 
On April 15, 2015 the Company its issued and outstanding common shares on the basis of one (new) post 
consolidation share for each ten (old) pre-consolidation shares. The Company had 90,391,049 common shares 
issued and outstanding. Following the consolidation, the Company had 9,039,101 common shares issued and 
outstanding.  
 
On June 16, 2015 the Company closed a non-brokered private placement of 2,115,734 shares at a price of 
$0.15 per share. The Company received cash proceeds of $120,000, settled the promissory note payable of 
$147,360 (Note 11) and settled accounts payable of $50,000. The Company recognized a $39,472 loss on the 
debt settlements which represented the difference between the trading price and the settlement price on the 
issuance date. 
 
On August 18, 2015 the Company’s name was changed from “Asean Energy Corp.” to “Genovation Capital 
Corp.” and the Company’s trading symbol changed from “ASA” to “GEC”. 
 
On September 22 and October 23, 2015 the Company closed two tranches of a non-brokered private 
placement of 944,444 units at a price of $0.225 per unit. The Company received cash proceeds of $192,750 
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and settled accounts payable of $19,750. Each unit consisted of one common share and one common share 
purchase warrant, with each warrant entitling the holder to purchase one common share at a price of $0.75 up 
to September 22 and October 23, 2017 respectively, subject to acceleration conditions. 
 
On November 2, 2015 the Company announced entering into an arm’s length non-binding letter of intent with 
MKHS which outlines the general terms and conditions of a proposed transaction pursuant to which 
Genovation Capital proposes to acquire all of the issued and outstanding securities of MKHS in exchange for 
common shares of the Company (the “MKHS Transaction”). 
 
MKHS is a vertically integrated, fully licensed, Arizona-based marijuana cultivation, extraction and medicinal 
dispensary business. MKHS operates an 11,000 sf warehouse cultivation, commercial kitchen and extraction 
facility, and a separate 3,000 sf automated greenhouse located on 9.5 acres (“Littletown”), zoned for expansion 
to 100,000 sf. The company supplies medical marijuana pursuant to the Arizona Medical Marijuana Act, 
operates two state-licensed “healing center” dispensaries and distributes its own in-house prepared, branded 
line of edibles, concentrates and extracts. 
 
The proposed MKHS Transaction constitutes a “Fundamental Change” as defined in CSE policies. A 
Fundamental Change is a major acquisition accompanied by a change of control, whereby the transaction 
results in a change of control, commonly referred to as a “reverse take-over”. 
 
On November 9, 2015 the Company completed the first tranche of a convertible debenture offering of 2,680 
$100 convertible debentures (collectively the “CDs”) for proceeds of $268,000 (US$200,000). Each $100 CD 
entitles the debenture holder (the “Holder”) thereof to convert into 833 common shares of the Company, for 
a period of up to six months (the “Maturity Date”). The CDs are non-interest-bearing, however should the 
investor fail to convert any or all CDs by the maturity date a bonus payment of up to US$40,000 shall be 
payable to the Holder. All securities issued in connection with the offering are subject to a statutory hold 
period of four months plus a day from the date of distribution in accordance with applicable securities 
legislation. The debentures were subscribed for by Westland Capital Advisors S.A. (“Westland”), a non-arm's-
length party to the Company. A director and the Company's CEO is an officer of Westland. 
 
On November 24, 2015 the Company announced entering into a binding commitment letter with MKHS in 
respect of the MKHS Transaction first announced on November 2, 2015. Under the terms of the Transaction, 
the Company will consolidate its share capital on a one-for-three basis (the “Consolidation”) and fund MKHS’ 
working capital needs and facilities expansion. Trading in the common shares of Genovation Capital was halted 
as a result of this announcement and will remain halted until such time as all required documentation has been 
filed and permission to resume trading has been obtained from the CSE. 
 
Under the commitment letter, the Company agreed to advance US$200,000 secured and guaranteed under 
separate agreements and private arrangement with a Director and shareholder of the Company, US$200,000 
to be arranged by or on behalf of the Company or by one of its consultants via any combination of debt and/or 
equity, US$450,000 to be arranged subsequent to the above described US$400,000, either on a fully secured 
basis, acceptable to the lender, and/or through an interim equity raise by the Company, and US$3.15 million 
to be raised through a mutually acceptable combination of equity and/or debt in due course. 
 
Proceeds of the financings will be used by MKHS to execute its business plan, including the build out and 
expansion of a larger greenhouse facility, purchase of property required for expansion, and for general working 
capital purposes. All advances to MKHS by the Company will be secured and collateralized pending the closing 
of the Transaction. 
 
The MKHS Transaction shall take place by way of a share exchange or other similar form of transaction.  
 
On December 14, 2015 the Company announced entering into a non-binding letter of intent with Valens 
outlining the general terms and conditions of a proposed transaction whereby the Company acquires all of the 
issued and outstanding securities of Valens in exchange for common shares of the Company (the “Valens 
Transaction”). 
 
  



26 
{00746102;1}  

Valens is a privately held biotechnology company based in the Okanagan Valley of British Columbia, focused 
on the emerging Cannabinoid market. Valens is in the cannabis cultivation and research business, which 
includes the assets and improvements of a 17,000 sf research and development facility in Winfield, and 
anticipated approvals, upon inspection from Health Canada, for a controlled drug and substance dealer’s 
license (including the activities of cultivation, production (extraction), packaging, possession, sale, 
transportation, delivery and research). 
  
The Valens Transaction is proposed to take place by way of a share exchange or other similar form of 
transaction. The Company, Valens and the shareholders of Valens would exchange all of the issued and 
outstanding shares of Valens for 36,000,000 post-consolidation common shares of Genovation Capital, to be 
issued to the shareholders of Valens and held under three-year voluntary and Exchange imposed pooling and 
escrow agreements. 
 
On January 21, 2016 the Company closed the second CD tranche of the Offering raising $363,500 
(US$250,000). 
 
On February 16, 2016 the Company closed the Financing as proposed on November 25, 2015 through a non-
brokered private placement of 3,011,984 shares at a price of $0.24 per share for gross proceeds of $722,876 
(US$500,000). 
 
On March 30, 2016 the Company entered into a binding commitment letter for the completion of the Valens 
Transaction. 
 
The Valens Transaction will be structured such that the shareholders of Valens will receive 36 million shares 
(“Transaction Shares”) of the Company (subject to specific vesting conditions) in exchange for all the issued 
and outstanding securities of Valens. The Company has also agreed to issue 650,000 finders’ shares on 
completion of the Transaction.  
 
After the closing of the Transaction, the Company will undertake the following capital raising efforts: 
 
• The Company will undertake to raise in aggregate $6,000,000 before direct fees and expenses in 

support of Valens’s business plan, subject to Valens’s successful licensing and Health Canada 
approvals being achieved; 

• In the event Valens has not yet achieved its full licensing objectives, the Company is obligated to raise 
capital equal to the percentage of vested Transaction Shares over the aggregate number of Transaction 
Shares (the “Initial Funding”); 

• Within three months after closing of the Transaction, the Company will raise not less than $1,200,000 
of the Initial Funding to fund Valens’ business plan (“First Tranche”); 

• Subsequent to the First Tranche, the Company will complete additional private placements and/or 
debt financings that satisfy the balance of the Initial Funding, on terms and conditions as agreed upon 
and directed by the proposed board of directors and appointed management; and 

• Subsequent to the First Tranche, holders of Valens’s shareholder loans shall have a right of first refusal 
to participate in capital raising efforts to the extent of the outstanding balance of their respective 
shareholder loans. 

 
In the event that the Company fails to complete the Initial Funding within six months after the closing of the 
Transaction, either the number of Transaction shares shall be adjusted to the mutual satisfaction of all parties 
and as approved by the Board or, at the option of Valens, the Company shall utilize its free cash flow (including 
cash flow generated directly or indirectly as a result of the Company’s investment in MKHS or its carried 
interest as a member in MKV Ventures 1, LLC (“MKV1”), to support the Valens business plan. 
 
In the event the Initial Funding takes place at less than an average $0.50 per share, the former shareholders of 
Valens (the “Vendors”) may at their option receive a pro rata adjustment to their purchase price shares such 
that, the greater dilution directly resulting from the failure to complete the financing at the minimum price is 
fully compensated for such that the Vendors are issued additional shares pro rata to attain the dilution realized 
should the financing have taken place at $0.50. 
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Valens agreed to accrue $50,000 payable to the Company as cost recoveries. $10,000 was deemed earned upon 
execution of the commitment letter (March 30, 2016), $20,000 upon the Company receiving shareholder 
approval of the transaction (April 29, 2016) and $20,000 upon receiving conditional acceptance from the CSE 
(July 8, 2016). Amounts will be immediately payable if the agreement is terminated and the condition has been 
met. At April 30, 2016, $30,000 was included in receivables and recognized as other income for the year. 
 
The terms of the agreement will be more particularly set forth in a definitive agreement to be entered into by 
the two parties. 
 
The Company filed a Management Information Circular for shareholders of record as at March 24, 2016. On 
April 29, 2016 the Company received approval from its shareholders for all proposed resolutions.   
 
On April 29, 2016 the Company received unanimous approval from its shareholders for: 
 

a) the proposed acquisition of Valens through the exchange of all of the issued and outstanding 
securities of Valens in exchange for securities of Genovation Capital; 

b) the proposed acquisition of MKHS through the exchange of all of the issued and outstanding 
securities of MKHS in exchange for securities of Genovation, subject to receipt of IFRS-
standard audited financial statements; 

c) a consolidation of its share capital on a 3:1 basis as announced on November 2, 2015; 
d) the Company’s intention to undergo a name change, subject to regulatory approval; 
e) the reappointment of Davidson & Company LLP as auditors of the Company for the ensuing 

year at the remuneration to be set by the directors. 
 
During the year the Company advanced $1,907,293 (US$1,379,283) to MKHS. Funds advanced to MKHS 
have been used to enter into purchase options on the warehouse property and the Littletown greenhouse 
property, and expand the operations thereon through warehouse leasehold improvements and the purchase 
and set up of an additional 24,000 sf of greenhouse capacity and 3,000 sf of administrative space at Littletown. 
 
The Company’s advances were completed to meet the terms and conditions of the Company’s initial LOI with 
MKHS dated October 30, 2015 and the superseding binding letter of commitment (the “LOC”) dated 
November 24, 2015, whereby MKHS committed to be acquired by the Company through a share exchange 
transaction. An Operating Agreement (the “OA”) with MKV Ventures 1, LL (“MKV1”) was entered into 
between MKHS and Westland, which has provided the Company several non-interest bearing loans, whereby 
the funded expansion is separately administered and controlled. 
 
In the event that MKHS terminates the LOC without grounds, or fails to execute a follow-on agreement 
whereby Genovation acquires MKHS under the terms as substantially announced in its news release of 
December 14, 2015, or MKHS fails to provide IFRS-standard annual audited financial statements to the 
Company, and as a result the Company elects to terminate the LOC, MKHS’ fifty percent membership interest 
in MKV1 shall be deemed transferred to the Company without the need for further documentation. In the 
event the transaction between MKHS and the Company does not close for any other reason, MKHS shall be 
deemed to have transferred ten percent of its membership interest in MKV1 to the Company without the need 
for further documentation, and the Company shall be deemed admitted as a Member under the OA. 
 
Under the afore-described circumstances, the Company remains a Member until such time as it has received 
distributions from the greater of twelve successful harvests or for two years of harvests from the additional 
funded greenhouse capacity. There have been discussions held to mitigate the 50%-forfeiture penalty limited 
to 12 crops under the original OA, to a straight 10% interest into perpetuity for the benefit of the Company. 
 
A draft listing statement for the Company dated May 5, 2016 was filed with the CSE concerning the proposed 
Valens Transaction and the business of the combined company, including proposed director and officer 
biographies. The proposed acquisition of MKHS was not a part of the Listing Statement due to delays 
encountered, particularly with MKHS’ inability to provide IFRS-standard audited financial statements as 
required by the Canadian regulatory process. 
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On May 9, 2016 $268,000 (US$200,000) principal amount of the issued and outstanding $100 CDs were 
exercised for conversion to 2,233,333 common shares of the Company. 
 
On July 8, 2016 the Company and Westland agreed to extend the conversion period for the remaining issued 
and outstanding $363,500 (US$250,000) CDs to coincide with the closing date of the Valens Transaction. 
 
On July 8, 2016 the Company received conditional approval from the CSE for its proposed Valens Transaction. 
CSE approval of the Valens-proposed Company board nominees and a proposed significant shareholder is 
the sole condition precedent to the CSE’s approval to complete the Valens Transaction, the Company’s 
Fundamental Change, and resume trading on the CSE. 
 
On July 15, 2016 the Company completed a share consolidation, consolidating its issued and outstanding 
common shares on the basis of one (new) post consolidation share for each three (old) pre-consolidation 
shares. As at April 30, 2016, prior to accounting for the share consolidation, the Company had 27,255,586 
common shares issued and outstanding. Retroactively accounting for the consolidation, the Company has 
9,085,168 common shares issued and outstanding. 
 
The exercise or conversion price and the number of common shares issuable under any of the Company's 
outstanding warrants and stock options have been proportionately adjusted to reflect the consolidation in 
accordance with their respective terms thereof. No fractional common shares were issued pursuant to the 
consolidation, and any fractional common shares that would otherwise be issued were rounded down or up to 
the nearest whole number. 
 
RESULTS OF OPERATIONS 
 
For the year ended April 30, 2016, the Company reported a loss of $790,904 ($0.13 per share), compared to 
$1,149,397 ($0.41 per share) for the comparable period in 2015. The decrease in the loss reported is due to the 
elimination of overseas project development, a reduction in management and professional fees, and reduction 
in share-based compensation charges, driven by the Company’s reorganization and management’s cost control 
efforts. 
 
SELECTED FINANCIAL INFORMATION 
 
All financial information in this MD&A has been prepared in accordance with IFRS.  
 
The following financial data is derived from the Company’s annual audited financial statements for the years 
ended April 30, 2016, 2015 and 2014: 
 
 
 

 2016 2015 2014 
 $ $ $ 

General and administrative expenses  497,619 898,675 928,824  
Project development expenses - 253,299 621,353 
Loss and comprehensive loss  (790,904)  (1,149,397)  (1,445,054)  
Basic loss per common share (0.13) (0.41) (0.09) 
Diluted loss per common share  (0.13)  (0.41)  (0.09)  
Working capital (deficiency) 597,322                 (258,728) 225,017 
Total assets  2,045,388 366,099 427,367 
Total liabilities  1,445,844 371,166 196,037 
 
The Company is seeking to acquire one or more cash-flow capable projects. To date the Company has not 
generated any revenues.  
 
At April 30, 2016, the Company had not yet achieved profitable operations and has accumulated losses of 
$6,858,251 (April 30, 2015-$6,067,347) since inception. These losses resulted in a net basic loss per share for 
the year ended April 30, 2016 of $0.13 (2015 - $0.41; 2014 - $0.09). 
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SUMMARY OF QUARTERLY REPORTS 
 
Results for the most recent quarters ending with the last quarter for the year ended April 30, 2016, prepared 
using accounting principles consistent with IFRS: 
 

 Three Months Ended 
 April 30, 

2016 
$ 

 January 31, 
2016 

$ 

 October 31, 
2015 

$ 

 July 31, 
2015 

$ 
Interest income -  -  -  - 
Loss and comprehensive loss (554,253)  (112,714)  (99,752)  (24,185) 
Basic and diluted loss per share (0.09)  (0.02)  (0.02)  (0.00) 

 
 

 Three Months Ended 
 April 30, 

2015 
$ 

 January 31, 
2015 

$ 

    October 31, 
2014 

$ 

 July 31, 
2014 

$ 

   
 

 
Loss and comprehensive loss (103,552)  (274,648)  (311,514)  (459,683) 
Basic and diluted loss per share (0.04)  (0.10)  (0.11)  (0.17) 

 
Quarterly results will vary in accordance with the Company’s project acquisition and financing activities. 
Variances quarter over quarter can be explained as follows: 
 
Due to the termination of oil and gas acquisition and exploration activities overseas and the completion of the 
reorganization and divestitures to prepare the Company for a potential accretive acquisition, there was a 
increase in general and administrative expenses from $151,790 in the quarter ended April 30, 2015 to $199,622 
in the quarter ended April 30, 2016. 
 
• General and administrative expenses decreased primarily due to the following:  

 decreased interest and bank charges 
 decreased insurance for leased premises and directors liability 
 decreased office rent and marketing fees 
 decreased management fees to management, executives and directors  

 
• In the quarter ended October 31, 2015, stock options were granted to various parties. Share-based 

compensation expenses were incurred of $3,119 in the quarter ended July 31, 2015 and $47,038 in the 
quarter ended April 30, 2016 for a total of $53,150 for the year (April 30, 2015 - $237,506). 

Fourth Quarter 
During the quarter ended April 30, 2016, operating and administrative expenses totaled $186,404, primarily 
consisting of management fees of $48,750, office expenses of $11,592, consulting fees of $24,841, travel and 
related of $15,827, and professional fees of $39,632. The Company no longer incurred overseas project 
development expenses. At year end management wrote off $107,000 due from Servomarin Industries Corp. as 
likely to be uncollectible in the foreseeable future, and recorded a $250,000 impairment on its investment 
therein. The Company booked $60,000 as other income, accrued as expense recovery payments due from 
Valens and MKHS in accordance with the terms of their respective letters of commitment. 
 
GENERAL AND ADMINISTRATIVE 
 
The operating and administrative expenses for the year ended April 30, 2016 totaled $497,619 (April 30, 2015: 
$898,675), including share-based compensation issued during the year, valued at $53,150 (April 30, 2015: 
$237,506) calculated using the Black Scholes option pricing model. Comparatively, the major expenses for the 
year ended April 30, 2016 were management fees of $195,000 (April 30, 2015 - $284,583), consulting fees of 
$85,341 (April 30, 2015 - $70,150), professional fees of $34,448 (April 30, 2015 - $107,619), insurance expense 
of $4,150 (April 30, 2015- $13,415), office expenses of $40,760 (April 30, 2015 - $54,495), advertising and 
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promotion of $1,102 (April 30, 2015-$10,636), transfer agent and filing fees of $20,101 (April 30, 2015 - 
$37,929) and travel and related costs of $46,521 (April 30, 2015 - $32,399).  
 
The table below details the changes in major expenditures for the year ended April 30, 2016 as compared to 
the corresponding year ended April 30, 2015: 
 

Expenses  Increase in Expenses  Explanation for Change  
Management fees  Decrease of $89,583  Decrease in management’s compensation due 

to changes in management.  
Consulting fees  Increase of $15,191  Increase due to the increased activities of the 

Company with respect to two prospective 
acquisitions and related regulatory filings. 

Professional fees  Decrease of $73,171 Decrease due to decrease in outside legal costs 
resulting from increased use of management 
resources and para-legal assistance. 

Insurance expenses Decrease of $9,265 Decrease due to reduction of active 
management and operations and liability 
exposure. 

Interest and bank charges Decrease of $28,152 Decrease due primarily to use of non-interest 
bearing convertible debt, equity versus debt 
financing, and reliance on non-interest loans 
from a company controlled by the Company’s 
CEO and a family member of the CEO of the 
Company. 

Office expense  Decrease of $13,735  Decrease due to decrease in office expenses, 
supplies and termination of downtown office. 

Advertising and promotion Decrease of $9,534 Decrease due to decrease in level of marketing 
of the Company to the investors as Company 
reorganized following plan of arrangement 
spinouts of subsidiaries. 

Transfer agent and filing fees  Decrease of $17,828  Decrease due to reduction in financing 
activities and move from the TSX-V to the 
CSE. 

Share-based compensation  Decrease of $184,356  Decrease due to decrease in granting of stock 
options and reduction in management and 
consultants and cancellation of stock options. 

 
Project development 
Project development covered the expenses of former wholly-owned subsidiary Servomarin Industries Ltd.’s 
business development, project investigation and acquisition costs and expenses for the year ended April 30, 
2016 totaled $NIL (April 30, 2015 – $253,299) which represented direct project-acquisition-related expenses 
incurred primarily in Indonesia. Included are directly-related management fees, management bonus and per 
diem fees of $NIL (April 30, 2015-$34,500), outside professional consultant fees totaling $NIL (April 30, 2015-
$90,062), legal fees of $NIL (April 30, 2015-$8,685), project investigation costs of $NIL (April 30, 2015-
$120,052) which consists of travel and project acquisition expenses. 
 
FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES  
 
The Company is undergoing a Fundamental Change of business since spinning off its subsidiaries in early 2015 
and terminating its oil and gas related initiatives in late 2014. The Company has primarily been funding through 
its key shareholders and directors in an effort to attract and complete an accretive near-cash-flow acquisition 
opportunity. 
 
As at April 30, 2016, the Company’s liquidity and capital resources are as follows: 
 

 April 30, 2016 April 30, 2015 
 $ $ 
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Cash and cash equivalents  70,720  10,539  
Receivables  65,153 8,249 
Advances receivable - 93,650 
Prepaid expenses  -  -  
Total current assets  2,043,166  112,438  
Payables and accrued liabilities  (1)1,445,844 371,166  
Working capital  597,322 (258,728)  

 
(1) Includes $631,500 (less the equity component of $50,157 plus accretion of $36,918) of $100 non-interest 
bearing convertible debentures of which $268,000 was converted to equity on May 9, 2016, with the 
convertibility expiration date of the balance of $363,500 extended to the closing date of the Valens Transaction. 
It is the intention of the holder, a related party by virtue of common management and indirect family member 
ownership interests, to convert the full balance of the outstanding debentures into common shares of the 
Company. 
 
As at April 30, 2016, the Company had a cash and cash equivalents position of $70,720 (April 30, 2015 - 
$10,539) derived from the net proceeds of private placements. As at April 30, 2016, the Company had a 
working capital position of $597,322 (April 30, 2015 – working capital deficit of $258,728). 
 
The Company’s continuation as a going concern is dependent upon successful results from its acquisition 
efforts and its ability to attain profitable operations and generate funds therefrom and/or raise equity capital 
or borrowings sufficient to meet current and future obligations. Management intends to finance operating 
costs over the next twelve months with current cash on hand, proceeds from the exercise of warrants and 
stock options, and further private placements. There is no assurance that the Company will be successful in 
raising additional capital on commercially reasonable terms or at all. See “Risks and Uncertainties”. 
 
OFF-BALANCE SHEET AGREEMENTS 
 
The Company has not engaged in any off-balance sheet arrangements such as obligations under guarantee 
contracts, a retained or contingent interest in assets transferred to an unconsolidated entity, any obligation 
under derivative instruments or any obligation under a material variable interest in an unconsolidated entity 
that provides financing, liquidity, market risk or credit risk support to the Company or engages in leasing or 
hedging services with the Company. 
 
COMMITMENTS 
 
In July 2012, the Company entered into two separate executive services agreements with senior officers and 
directors of the Company to provide management consulting and exploration services to the Company for an 
indefinite term effective July 1, 2012.  Effective October 1, 2014 a resignation and corporate reorganization 
resulted in the elimination of one executive services agreement with an update of the second to reflect the new 
executive position, resulting in a reduction to management consulting and exploration services expense to the 
Company, such that the total payments under contract are $15,000 per month. 
 
TRANSACTIONS WITH RELATED PARTIES 
 
During the year ended April 30, 2016 the Company engaged in the following transactions with related parties, 
not disclosed elsewhere in this MD&A:  
 

i. Incurred management fees to a company controlled by the family of Wayne Koshman, the former 
Chief Executive Officer, Director of Corporate Development, and director of the Company of $NIL 
(2015 - $95,000), and a travel per diem allowance of $NIL (2015-$34,500). 
 

ii. Incurred management fees and related benefits of $195,000 (2015 - $189,583), professional fees of 
$NIL (2015-$10,423), and $14,030 in auto mileage and per diem travel allowances (2015 – NIL) to a 
company controlled by Robert van Santen, Chairman, Chief Executive Officer and a director of the 
Company. As at April 30, 2016, unpaid expenses and accrued management fees totaling $29,507 (2015 
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- $32,034) were included in accounts payable. 
 

iii. The Company paid consulting fees of $23,500 (2015 -$15,000), a loan facility conversion fee of $NIL 
(April 30, 2015-$20,160) and reimbursed rent expense of $27,200 (2015 - $13,000) to a company 
controlled by a family member of Robert van Santen. 
 

iv. Granted stock option non-cash share-based compensation to directors and officers of the Company 
of $35,977 (2015-$41,836). 

 
Summary of key management personnel compensation as follows: 
 

 For the year ended April 30, 
 2016 2015 
Share-based compensation*   $     35,997 $    41,836 
Consulting, management and directors’ fees $   209,030 $  284,583 
Overseas management, consulting and bonuses      $              - $    34,500 
Professional fees      $              - $    13,158 

 
Included in accounts payable and accrued liabilities as at April 30, 2016 was $771,827 (2015-$80,679) due to a 
director, a company controlled by a director, a company controlled by a family member of a director, and a 
company a director is an officer of. 
 
Included in the promissory note payable as at April 30, 2016 was $nil (2015-$112,000) due to a company 
controlled by a family member of a director of the Company. 
 
Included in the convertible debentures as at April 30, 2016 was $618,261 (2015-$nil) due to a company a 
director is an officer of. 
  
In accordance with IAS 24, key management personnel are those persons having authority and responsibility 
for planning, directing and controlling the activities of the Company, directly or indirectly, including directors 
(executive and non-executive) of the Company. 
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES 
  
The preparation of the Financial Statements in conformity with IFRS requires management to make estimates 
and assumptions. These estimates and assumptions affect the reported amounts of assets and liabilities, as well 
as the reported revenues and expenses during the reporting period. Based on historical experience and current 
conditions, management makes assumptions that are believed to be reasonable under the circumstances. These 
estimates and assumptions form the basis for judgments about the carrying value of assets and liabilities and 
reported amounts for revenues and expenses. Different assumptions would result in different estimates, and 
actual results may differ from results based on these estimates. These estimates and assumptions are also 
affected by management’s application of accounting policies. Critical accounting estimates are those that affect 
the Financial Statements materially and involve a significant level of judgment by management.  
 
Although management uses historical experience and its best knowledge of the amount, events or actions to 
form the basis for judgments and estimates, actual results may differ from these estimates. 
  
Significant assumptions about the future and other sources of estimation uncertainty that management has 
made at the end of the reporting period, that could result in a material adjustment to the carrying amounts of 
assets and liabilities in the event that actual results differ from assumptions made, relate to, but are not limited 
to, the following:  
 

i) The inputs used in calculating the fair value for share-based compensation expense included in profit 
or loss.  
 
ii) The valuation of shares issued in non-cash transactions, including the settlement of debt. Generally, 
the valuation of non-cash transactions is based on the value of the goods or services received. When non-
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cash transactions are entered into with employees and those providing similar services, the non-cash 
transactions are measured at the fair value of the consideration given up using market prices. 
 
iii)  The treatment of accounts payable and accrued liabilities written off through the statements of 
comprehensive loss requires certain management judgments.  Management believes that the related 
vendors will not pursue payment from the Company or its former subsidiary.  Further, these accounts 
payable relate to operations in a geographical segment the Company is no longer active in. 
 
iv)  Going concern presentation of the financial statements which assumes that the Company will continue 
in operations for the foreseeable future and will be able to realize its assets and discharge its liabilities in 
the normal course of operations as they come due. 

 
NEW ACCOUNTING STANDARDS AND INTERPRETATION 
 
Accounting standards not yet effective 
 
IFRS 9, Financial Instruments – Classification and Measurement  
IFRS 9 is a new standard on financial instruments that will replace IAS 39, Financial Instruments: Recognition 
and Measurement.  
 
IFRS 9 addresses classification and measurement of financial assets and financial liabilities as well as de-
recognition of financial instruments. IFRS 9 has two measurement categories for financial assets: amortized 
cost and fair value. All equity instruments are measured at fair value. A debt instrument is at amortized cost 
only if the entity is holding it to collect contractual cash flows and the cash flows represent principal and 
interest. Otherwise it is at fair value through profit or loss. IFRS 9 is effective for annual periods beginning on 
or after January 1, 2018. 
 
IFRS 15, Revenue from Contracts with Customers  
IFRS 15 specifies how and when an IFRS reporter will recognize revenue as well as requiring such entities to 
provide users of financial statements with more informative and relevant disclosures. The standard provides a 
single, principles based five-step model to be applied to all contracts with customers. 
 
IFRS 15 was issued in May 2014 and applies to an annual reporting period beginning on or after January 1, 
2018.  
 
IFRS 11, Joint Arrangements  
IFRS 11 is amended to provide specific guidance on accounting for acquisition of an interest in a joint 
operation that is a business. The amended standard is effective for annual periods beginning on or after January 
1, 2016.  
 
IAS 16, Property, plant and equipment and IAS 38 – Intangibles  
IAS 16 and IAS 38 were issued in May 2014 and prohibit the use of revenue-based depreciation methods for 
property, plant and equipment and limit the use of revenue-based amortization for intangible assets. These 
amendments are effective for annual periods beginning on or after January 1, 2016 and are to be applied 
prospectively. 
 
The Company has initially assessed that there will be no material reporting changes as a result of adopting the 
above new standards; however, enhanced disclosure requirements are expected. 
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy 
according to the relative reliability of the inputs used to estimate the fair values.  The three levels of the fair 
value hierarchy are: 

1. Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities 
2. Level 2 – inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; 

and 
3. Level 3 – inputs that are not based on observable market data. 

 
   Financial assets at fair value 
 Level 1 Level 2 Level 3 April 30, 2016 
Fair value through profit and loss financial asset     
     Cash and cash equivalents $  70,720 - - $  70,720 
Investment in Servomarin Industries Corp. - - - - 
Total financial assets at fair value $  70,720 - - $  70,720 

 
 Financial assets at fair value 
 Level 1 Level 2 Level 3 April 30, 2015 
Fair value through profit and loss financial asset     
     Cash and cash equivalents $    10,539 - - $    10,539 
Investment in Servomarin Industries Corp.   - - $  250,000 $  250,000 
Total financial assets at fair value $    10,539 - $  250,000 $  260,539 

 
The fair values of the Company’s receivables, advances receivable, accounts payable and accrued liabilities and 
promissory note payable approximate their carrying values due to their short term nature and are classified as 
a Level 1 measurement. 
 
As market prices were not available and the impact of the unobservable inputs was significant, the fair value 
measurement of investment in SIC was classified as a Level 3 measurement. 
 
The Company is exposed to varying degrees to a variety of financial instrument related risks.  The Board 
approves and monitors the risk management processes, inclusive of counterparty limits, controlling and 
reporting structures.  The type of risk exposure and the way in which such exposure is managed is provided as 
follows: 
 
Credit risk  
Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The 
Company believes it has no significant credit risk. Cash is held in significant financial institutions and 
receivables are due from companies on contract to be acquired. The Company considers credit risk to be 
minimal. 
 
Liquidity risk  
Liquidity risk is the risk that the Company will not be able to pay financial instrument liabilities as they come 
due.  The Company currently does not have sufficient capital in order to meet short-term business 
requirements, after taking into account the Company’s holdings of cash. The Company is exposed to liquidity 
risk. 
 
Market risk  
The only market risk exposure to which the Company is exposed is interest rate risk. The Company’s bank 
account earns interest income at variable rates. The fair value of its portfolio is relatively unaffected by changes 
in short-term interest rates. The Company’s future interest income is exposed to short-term rates. 
 
Foreign currency risk  
The Company is nominally exposed to foreign currency risk on fluctuations related to cash and accounts 
payable and accrued liabilities that are denominated US Dollars (USD or US$). 



35 
{00746102;1}  

 
Price risk 
The Company is exposed to price risk with respect to commodity and equity prices. Equity price risk is defined 
as the potential adverse impact on the Company’s earnings due to movements in individual equity prices or 
general movements in the level of the stock market. Commodity price risk is defined as the potential adverse 
impact on earnings and economic value due to commodity price movements and volatilities. The Company 
closely monitors commodity prices of raw materials, individual equity movements, and the stock market to 
determine the appropriate course of action to be taken by the Company. 
 
CAPITAL MANAGEMENT 
 
The Company manages its capital structure and makes adjustments to it, based on the funds available to the 
Company, in order to support the acquisition activities and prior exploration of resource properties. The Board 
of Directors does not establish quantitative return on capital criteria for management, but rather relies on the 
expertise of the Company’s management to sustain future development of the business. The Company defines 
capital that it manages as shareholders’ equity (deficiency).  
 
The Company has historically relied on the equity markets to fund its activities. Current financial markets are 
improving but continue to be selective and there is no certainty with respect to the Company’s ability to raise 
capital. The Company will continue to assess new opportunities and while seeking to acquire an interest in oil 
and gas assets if it feels there is sufficient geologic or economic potential and if it has adequate financial 
resources to do so, recent efforts have focused on the acquisition of immediate cash-flow opportunities in the 
medical cannabis sector. Management reviews its capital management approach on an ongoing basis and 
believes that this approach, given the relative size of the Company, is reasonable. 
 
The Company currently is not subject to externally imposed capital requirements. There were no changes to 
the Company’s approach to capital management. 
 
SUBSEQUENT EVENTS 
 
A draft listing statement (the "Listing Statement") of the Company dated May 5, 2016 was filed with the CSE 
concerning the proposed Valens Transaction and the business of the combined company, including proposed 
director and officer biographies. The proposed change of business transitions the Company from oil and gas 
exploration and development to a life sciences company. The proposed acquisition of MKHS was not a part 
of the Listing Statement due to delays encountered and MKHS’ inability to provide IFRS-standard audited 
financial statements as required by the Canadian regulatory process. 
 
On May 9, 2016 $268,000 (US$200,000) principal amount of its issued and outstanding $100.00 CDs were 
converted conversion to 2,233,333 common shares of the Company. 
 
On July 8, 2016 the Company received conditional approval from the CSE for the Valens Transaction. CSE 
approval of the Valens-proposed nominees to the Company board and a proposed significant shareholder is 
the sole condition precedent to completing the Valens Transaction, change of business, and resumption of 
trading on the CSE. 
 
On July 8, 2016 the Company and Westland agreed to extend the conversion period of the remaining issued 
and outstanding $363,500 (US$250,000) principal amount CD to coincide with the closing date of the Valens 
Transaction. There is no consideration paid or payable in relation to this extension. 
 
On July 15, 2016 the Company completed a consolidation of its share capital on a 3:1 basis first announced 
on November 2, 2015. All share and per share amounts have been restated to reflect the consolidation. 
 
Trading in the common shares of Genovation Capital will remain halted until such time as all required 
documentation has been filed with and accepted by the CSE and permission to resume trading has been 
obtained from the CSE. The Valens Transaction, if completed, will constitute a “Fundamental Change” for 
Genovation Capital, as defined in CSE policies. A Fundamental Change is a major acquisition accompanied 
by a change of control, whereby the Transaction results in a change of control. 
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RISKS AND UNCERTAINTIES  
 
Many factors could cause our actual results, performance and achievements to differ materially from those 
expressed or implied by the forward-looking statements and forward-looking information, including without 
limitation, the following factors, which are discussed in greater detail under the heading “Risk Factors” in our 
draft Listing Statement dated May 5, 2016 filed with the CSE and available on www.thecse.com, which risk 
factors are incorporated by reference into this document, and should be reviewed in detail by all readers: 
 
• Our ability to grow, store and sell medical marijuana in Canada is dependent upon licenses from Health 
Canada which are subject to ongoing compliance and reporting requirements;  
 
• The activities of the Company are subject to regulation by governmental authorities, particularly Health 
Canada;  
 
• The Company’s operations are subject to various laws, regulations and guidelines relating to the manufacture, 
management, transportation, storage and disposal of medical marijuana but also including laws and regulations 
relating to health and safety, the conduct of operations and the protection of the environment;  
 
• Third parties the Company does business with may perceive that they are exposed to reputational risk as a 
result of the Company’s medical marijuana business activities;  
 
• The operation of the Company can be impacted by adverse changes or developments affecting the facilities 
of the Company’s wholly-owned subsidiaries;  
 
• The Company’s ability to recruit and retain management, skilled labour and suppliers is crucial to the 
Company’s success;  
 
• The Company’s growth strategy contemplates outfitting its facilities with additional production resources. A 
variety of factors could cause these activities to not be achieved on time, on budget, or at all. As a result, there 
is a risk that the Company may not have product or sufficient product available to meet the anticipated demand 
or to meet future demand when it arises;  
 
• The Company and its wholly-owned subsidiaries have limited operating histories;  
 
• The Company has a history of net losses, may incur significant net losses in the future and may not achieve 
or maintain profitability;  
 
• Even if its financial resources are sufficient to fund its current operations, there is no guarantee that the 
Company will be able to achieve its business objectives. The continued development of the Company may 
require additional financing and there can be no assurance that additional capital or other types of financing 
will be available if needed or that, if available, the terms of such financing will be favourable to the Company;  
 
• There is potential that the Company will face intense competition from other companies, some of which can 
be expected to have longer operating histories and more financial resources and manufacturing and marketing 
experience than the Company; 
 
• The Company believes the marijuana industry is highly dependent upon consumer perception regarding the 
safety, efficacy and quality of the marijuana produced. Consumer perception of the Company’s products can 
be significantly influenced by scientific research or findings, regulatory investigations, litigation, media 
attention and other publicity regarding the consumption of marijuana products. There can be no assurance 
that future scientific research, findings, regulatory proceedings, litigation, media attention or other research 
findings or publicity will be favourable to the medical marijuana market or any particular product, or consistent 
with earlier publicity;  
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• The Company and its wholly-owned subsidiaries face an inherent risk of exposure to product liability claims, 
regulatory action and litigation if its products are alleged to have caused significant loss or injury;  
 
• The products of the Company’s wholly-owned subsidiaries could be subject to the recall or return of their 
products for a variety of reasons. If a product recall or return should happen, the Company could be required 
to incur unexpected expenses and divert management attention and could see harm caused to its image and 
product sales decline. In addition, as result of the product recall or return, the Company and its wholly-owned 
subsidiaries could face increased operational scrutiny by Health Canada or other regulatory agencies, requiring 
further management attention and potential legal fees and other expenses;  
 
• Any significant interruption or negative change in the availability or economics of the supply chain for key 
inputs could materially impact the business, financial condition and operating results of the Company;  
 
• The Company is largely reliant on its own market research to forecast sales as detailed forecasts are not 
generally obtainable from other sources at this early stage of the medical marijuana industry in Canada. A 
failure in the demand for its products to materialize as a result of competition, technological change or other 
factors could have a material adverse effect on the business, results of operations and financial condition of 
the Company;  
 
• The Company may be subject to growth-related risks including capacity constraints and pressure on its 
internal systems and controls;  
 
• The Company may engage in acquisitions or other strategic transactions or make investments that could 
result in significant changes or management disruption;  
 
• The Company could fail to integrate acquired companies into the business of the Company;  
 
• Completed acquisitions, strategic transaction or investments could fail to increase shareholder value; 
  
• The Company may become party to litigation, mediation and/or arbitration from time to time in the ordinary 
course of business which could adversely affect its business; 
 
• There can be no assurance that an active and liquid market for the common shares will be maintained and 
an investor may find it difficult to resell any securities of the Company;  
 
• A substantial number of common shares are owned by a limited number of existing shareholders and as such 
these shareholders are in a position to exercise influence over matters requiring shareholder approval or cause 
delay or prevent a change in control of the Company that could otherwise be beneficial to the Company’s 
shareholders;  
 
• The Company does not anticipate paying any dividends on the common shares in the foreseeable future. 
Dividends paid by the Company would be subject to tax and, potentially, withholdings;  
 
• The Company’s operations are subject to environmental and safety laws and regulations concerning, among 
other things, emissions and discharges to water, air and land; the handling and disposal of hazardous and non-
hazardous materials and wastes, and employee health and safety; and  
 
• In recent years, securities markets have experienced extremes in price and volume volatility. The market price 
of securities of many early stage companies, among others, have experienced fluctuations in price which may 
not necessarily be related to the operating performance, underlying asset values or prospects of such 
companies. It may be anticipated that any market for the Company’s shares will be subject to market trends 
generally and the value of the Company’s shares on a stock exchange may be affected by such volatility.  
 
• Unfavorable economic conditions may negatively impact the Company’s financial viability as a result of 
increased financing costs and limited access to capital markets.  
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• The Company is very dependent upon the personal efforts and commitment of its existing management. To 
the extent that management’s services would be unavailable for any reason, a disruption to the operations of 
the Company could result, and other persons would be required to manage and operate the Company.  
 
• The Company’s directors and officers may serve as directors and officers, or may be associated with other 
reporting companies or have significant shareholdings in other public companies. To the extent that such other 
companies may participate in business or asset acquisitions, dispositions, or ventures in which the Company 
may participate, the directors and officers of the Company may have a conflict of interest in negotiating and 
concluding terms respecting the transaction. If a conflict of interest arises, the Company will follow the 
provisions of the Business Corporations Act, British Columbia (“Corporations Act”) in dealing with conflicts 
of interest. These provisions state, where a director/officer has such a conflict, that the director/officer must 
at a meeting of the board, disclose his interest and refrain from voting on the matter unless otherwise permitted 
by the Corporations Act. In accordance with the laws of the Province of British Columbia, the directors and 
officers of the Company are required to act honestly, in good faith and in the best interests of the Company.  
 
ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT 
REVENUE 
 
Additional disclosure concerning the Company’s general and administrative expenses and exploration and 
evaluation costs is provided in the Company’s statement of comprehensive loss and note disclosures contained 
in its financial statements for the year ended April 30, 2016. These statements are available on Genovation 
Capital’s website at www.genovationcapital.ca or on its SEDAR page site accessed through www.sedar.com.  
 
Dividends  
The Company has no earnings or dividend record and is unlikely to pay any dividends in the foreseeable future 
as it intends to employ available funds for oil and gas exploration and development. Any future determination 
to pay dividends will be at the discretion of the board of directors and will depend on the Company’s financial 
condition, results of operations, capital requirements and such other factors as the board of directors deem 
relevant. 
 
Management’s Responsibility for Financial Statements  
The information provided in this report, including the financial statements, is the responsibility of 
management. In the preparation of these statements, estimates are sometimes necessary to make a 
determination of future values for certain assets or liabilities. Management believes such estimates have been 
based on careful judgments and have been properly reflected in the accompanying financial statements.  
 
In contrast to the certificate required under National Instrument 52-109 Certificate of Disclosure in Issuers’ 
Annual and Interim Filings (“NI 52-109”), the Venture Issuer Basic Certificate does not include 
representations relating to the establishment and maintenance of disclosure controls and procedures 
(“DC&P”) and internal control over financial reporting (“ICFR”), as defined in NI 52-109, in particular, the 
certifying officers filing this certificate are not making any representations relating to the establishment and 
maintenance of: 
 
(i) controls and other procedures designed to provide reasonable assurance that information required to be 
disclosed by the Company in its annual filings, interim filings or other reports filed or submitted under 
securities legislation is recorded, processed, summarized and reported within the time periods specified in 
securities legislation; and  
 
(ii) a process to provide reasonable assurance regarding the reliability of financial reporting and the preparation 
of financial statements for external purposes in accordance with the Company’s GAAP.  
 
The issuer’s certifying officers are responsible for ensuring that processes are in place to provide them with 
sufficient knowledge to support the representations they are making in this certificate. Investors should be 
aware that inherent limitations on the ability of certifying officers of a venture issuer to design and implement 
on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in additional risks to the quality, 
reliability, transparency and timeliness of interim and annual filings and other reports provided under securities 
legislation.  
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Nature of the Securities  
The purchase of the Company’s securities involves a high degree of risk and should be undertaken only by 
investors whose financial resources are sufficient to enable them to assume such risks. The Company’s 
securities should not be purchased by persons who cannot afford the possibility of the loss of their entire 
investment. Furthermore, an investment in the Company’s securities should not constitute a major portion of 
an investor's portfolio.  
 
Proposed Transactions  
There are currently no significant proposed transactions except as otherwise disclosed in this MD&A. 
Confidentiality agreements and non-binding agreements may be entered into from time to time, with 
independent entities to allow for discussions of the potential acquisition and/or development of certain 
properties.  
 
Approval  
The Board of Directors oversees management’s responsibility for financial reporting and internal control 
systems through an Audit Committee. This Committee meets periodically with management and annually with 
the independent auditors to review the scope and results of the annual audit and to review the financial 
statements and related financial reporting and internal control matters before the financial statements are 
approved by the Board of Directors and submitted to the shareholders of the Company. The Board of 
Directors of the Company has approved the financial statements and the disclosure contained in this MD&A. 
A copy of this MD&A will be provided to anyone who requests it.  
 
Forward Looking Information  
This MD&A together with the Company’s financial statements for the year ended April 30, 2016 contain 
certain statements that may be deemed “forward-looking statements”. Forward looking statements in this 
document are statements that are not historical facts and are generally, but not always, identified by the words 
“expects”, “plans”, “anticipates”, “believes”, “continues”, “intends”, “estimates”, “projects”, “potential”, and 
similar expressions, or that events or conditions “will”, “would”, “may”, “could” or “should” occur. Forward-
looking statements are necessarily based upon a number of estimates and assumptions that, while considered 
reasonable by management are inherently subject to significant business, economic and competitive 
uncertainties and contingencies. There can be no assurance that such statements will prove to be accurate and 
actual results and future events could differ materially from those anticipated in such statements.  
 
Inherent in forward-looking statements involve known and unknown risks, and factors may include, but are 
not limited to: fluctuating commodity prices, unavailability of financing, changes in government regulations 
and administrations, general economic conditions, general business conditions, limited time being devoted to 
business by directors, escalating professional fees, escalating transaction costs, competition, fluctuation in 
foreign exchange rates, competition, stock market volatility, unanticipated operating events and liabilities 
inherent in industry. Readers are cautioned that the foregoing list of important factors and assumptions is not 
exhaustive. Forward-looking statements are not guarantees of future performance. Events or circumstances 
could cause the Company’s actual results to differ materially from those estimated or projected and expressed 
in, or implied by, these forward-looking statements. The Company undertakes no obligation to update publicly 
or otherwise revise any forward-looking statements or the foregoing list of factors, whether as a result of new 
information or future events or otherwise, except as may be required under applicable laws.  
 
Additional Information  
Additional information related to Genovation Capital Corp. (the “Company” or “Genovation”) is available 
for view on SEDAR at www.sedar.com. 
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCING REPORTING 
 
In connection with National Instrument (“NI”) 52-109 (Certification of Disclosure in Issuer’s Annual and 
Interim Filings) adopted in December 2008 by each of the securities commissions across Canada, the Chief 
Executive Officer and Chief Financial Officer of the Company will file a Venture Issuer Basic Certificate with 
respect to the financial information contained in the unaudited interim financial statements and the audited 
annual financial statements and respective accompanying Management’s Discussion and Analysis. The Venture 
Issuer Basic Certification does not include representations relating to the establishment and maintenance of 
disclosure controls and procedures and internal control over financial reporting, as defined in NI 52-109. 
 
CONTINGENCY 
 
On July 16, 2014 a Civil Lawsuit was filed with the Supreme Court of British Columbia concerning a US$50,000 
payment made by the plaintiff towards plaintiffs’ participation in the Company’s prospective Indonesian oil 
field project. The claim resulted from the plaintiffs’ desire to fund and participate in work-overs of onshore 
multi-reservoir oil fields, a project that was never completed. The Company filed a response and counterclaim 
on August 18, 2014 and sought to hold discoveries in June 2015, to which the plaintiffs failed to reply. Given 
the dormant nature of the claim, the Company has reversed US$50,000 from accrued liabilities related to the 
claim, and has not accrued for interest or damages. 
 
OUTSTANDING SHARES, OPTION, AND WARRANTS 
 
The Company has one class of common shares. Below are a summary of the common shares issued and 
outstanding as at April 30, 2016 and the date of this report: 
 

 As at April 30, 2016 As at August 29, 2016 

Common shares 9,085,168 11,318,501 
Stock options 405,000 405,000 
Warrants 944,444 944,444 

 
Stock options 
The Company has issued incentive options to certain directors, employees, officers, and consultants of the 
Company. As of the date of this report the Company has 96,667 options exercisable at $3.00 and 308,333 at 
$0.30. 
 

Options  
outstanding 

Options 
exercisable 

Exercise 
price 
$ 

Expiry date 

36,667 36,667 3.00 September 25, 2017 
40,000 40,000 3.00 October 10, 2018 
20,000 20,000 3.00 November 27/28, 2018 

258,333 129,167 0.30 August 31, 2020 
50,000 25,000 0.30 September 22, 2020 

 
Warrants 
The Company has issued warrants as part of its non-brokered private placements. As of the date of this report 
the Company has 944,444 warrants outstanding. 
 

Warrants issue date Number of 
warrants 
outstanding 

Exercise 
price 
$ 

Expiry date 

September 22, 2015 622,222    0.75 September 22, 2017 
October 23, 2015 322,222    0.75 October 23, 2017 
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DIRECTORS AND OFFICERS 
 
Robert van Santen – Chairman, Chief Executive Officer, Director 
Annie Storey - Chief Financial Officer, Corporate Secretary 
Christopher Cooper – Director 
Michael Wystrach – Director 
Leslie van Santen - Director 
A. Tyler Robson - Director 
John Binder - Director 
 
OTHER REQUIREMENTS 
 
Additional disclosure of the Company’s technical reports, material change reports, news release and other 
information can be obtained on SEDAR at www.sedar.com. 
 
On Behalf of the Board, 
 
GENOVATION CAPITAL CORP. 

   
“Robert van Santen”  “Annie Storey” 
Robert van Santen   Annie Storey 
Chief Executive Officer  Chief Financial Officer 

<<END OF MD&A>> 
---------------------------------------------------------------------------------------------------------------------------------------------------- 
 

7. Market for Securities 
 

The common shares of the Company are listed and posted for trading on the Canadian Securities 
Exchange under symbol “GEC”. Trading in the common shares was halted at the request of the 
Company on November 25, 2015 in anticipation of an announcement that Genovation and MKHS 
had entered into a binding Commitment Letter, and will remain halted until such time as all required 
documentation has been filed with and accepted by the CSE and permission to resume trading has 
been obtained from the CSE. 
 

8. Consolidated Capitalization 
 

On September 25, 2012, the Company completed a two-for-one stock split.  
 
On March 16, 2015 the Company announced completion of its Plan of Arrangement, in accordance 
with the March 5, 2015 final order from the Supreme Court of British Columbia. A distribution to 
the Company's shareholders of record was completed on a pro rata basis as follows:  
 
    For every 10 shares held of the Company, 1 share of Servomarin Industries Corp. was issued; 
    For every 25 shares held of the Company, 1 share of 1021916 B.C. Ltd. was issued; 
    For every 25 shares held of Asean Energy, 1 share of 1024954 B.C. Ltd. was issued. 
 
By virtue of the Arrangement and having issued shares to the public, the Spincos are “Reporting 
Issuers” as defined by the provincial securities commissions. 
 
On April 13, 2015 following the successful distribution to shareholders, the Company consolidated 
its shares on a 10:1 basis.   
 
On July 15, 2016 following shareholder and CSE approval the Company consolidated its share capital 
on a one-for-three basis in anticipation of completion of the Valens Transaction. All   
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references to share capital, warrants and options in the following sections have been adjusted to 
reflect this consolidation. 
 
There have been no subsequent material changes in the share and loan capital of the Company 
on a consolidated basis. 

 
9. Options to Purchase Securities 

 
The following table summarizes the changes in the outstanding stock options: 

 
  

April 30, 2016 
  

April 30, 2015 
  

 
 

Number 
of Options 

 
Weighted 

Average 
Exercise 

Price 

  
 
 

Number 
of Options 

 
Weighted 

Average 
Exercise 

Price 
  $   $ 

      
Balance, beginning of the year 223,333 3.00  190,000 3.00 
Granted 341,666 0.30  76,666 3.00 
Expired/cancelled     (160,000) 2.44      (43,333) 3.00 
      
Balance, end of year 405,000 0.94  223,333 3.00 
      
Options exercisable, end of year 250,834 1.34  181,666 3.00 

 
 Description of the 2012 Stock Option Plan 

 
The following information is intended as a brief description of the Company’s current rolling 
incentive stock option plan dated for reference October 30, 2012 (the “Plan”) which was approved 
by the shareholders at the April 29, 2016 Annual General Meeting and is qualified in its entirety by 
the full text of the Plan.  

As the Plan is a rolling plan, under CSE policy, the Plan must be presented to shareholders for 
approval by ordinary resolution at every annual general meeting of the Company to authorize 
continuation of the Plan. 

The Plan has been established to provide incentive to qualified parties to increase their proprietary 
interest in the Company and thereby encourage their continuing association with the Company.  The 
Plan is administered by the CEO and CFO of the Company.  The Plan provides that options will be 
issued to directors, officers, employees or consultants of the Company or a subsidiary of the 
Company. The Plan also provides that the number of Common Shares issuable under the Plan, 
together with all of the Company's other previously established or proposed share compensation 
arrangements, may not exceed 10% of the total number of issued and outstanding Common Shares.  
Pursuant to the Plan all options expire on a date not later than 10 years after the date of grant of an 
option.  

The Board is of the view that the Plan provides the Company with the flexibility to attract and 
maintain the services of executives, employees and other service providers in competition with other 
companies in the industry. 

The Plan is subject to the following restrictions: 

(a) The Company must not grant an option to a director, employee, consultant, or consultant 
company (the “Service Provider”) in any 12 month period that exceeds 5% of the outstanding 
shares, unless the Company has obtained by a majority of the votes cast by the shareholders 
of the Company eligible to vote at a shareholders’ meeting, excluding votes attaching to shares 
beneficially owned by Insiders and their Associates (“Disinterested Shareholder Approval”); 
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(b) The aggregate number of options granted to a Service Provider conducting Investor Relations 
Activities in any 12-month period must not exceed 2% of the outstanding shares calculated 
at the date of the grant, without the prior consent of the CSE; 

(d) The Company must not grant an option to a Consultant in any 12-month period that exceeds 
2% of the outstanding shares calculated at the date of the grant of the option; 

(e) The number of optioned shares issued to insiders in any 12-month period must not exceed 
10% of the outstanding shares (in the event that the Plan is amended to reserve for issuance 
more than 10% of the outstanding shares) unless the Company has obtained Disinterested 
Shareholder Approval to do so; and 

(f) The exercise price of an option previously granted to an insider must not be reduced, unless 
the Company has obtained disinterested shareholder approval to do so. 

 
10. Description of the Securities 

 
10.1 General 

 
The Company is authorized to issue an unlimited number of common and preferred shares with no 
par value. There are no special rights or restrictions attached to the Company’s common 
shares. The holders of the common shares are entitled to receive notice of and to attend and 
vote at all meetings of the shareholders of the Company and each common share shall confer 
the right to one vote in person or by proxy at all meetings of the shareholders of the Company. 
The holders of the common shares, subject to the prior rights, if any, of any other class of 
shares of the Company, are entitled to receive such dividends in any financial year as the board of 
directors of the Company may by resolution determine. In the event of the liquidation, dissolution 
or winding- up of the Company, whether voluntary or involuntary, the holders of the common 
shares are entitled to receive, subject to the prior rights, if any, of the holders of any other class of 
shares of the Company, the remaining property and assets of the Company. 

 
10.2 Debt Securities 
- 10.6 

Not applicable. 
 
10.7 Prior Sales 

 
For the 12-month period prior to the date of this document, the following securities of 
the Company were issued: 

                Shares          $             Price 
June 16, 2015 NB PP financing 2,115,734 317,360 0.150 
September 22, 2015 NB PP financing 622,222 140,000 0.225 
October 23, 2015 NB PP financing 322,222 72,500 0.225 
February 16, 2016 NB PP financing 3,011,984 722,876 0.240 
May 9, 2016 NB Convertible Debenture1 2,233,333 268,000 0.120 

 
1 Each $100 debenture was exercised into 833 shares at a conversion price of $0.12 per share six 
months from date of issue upon maturity. 
 

10.8 Stock Exchange Price 
 

On August 18, 2015 the Company’s name was changed from “Asean Energy Corp.” to 
“Genovation Capital Corp.” and the Company’s trading symbol changed from “ASA” to “GEC”.  
 
On November 25, 2015 the Company announced that it entered into a binding commitment letter 
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with MKHS. Trading in the common shares of Genovation Capital was halted in anticipation of 
this announcement and will remain halted until such time as all required documentation has been 
filed with and accepted by the CSE and permission to resume trading has been obtained from the 
CSE. 

 
The following table sets out the price ranges and volume traded or quoted on the CSE for the 
common shares of the Company for the 12-month period prior to the date of this Listing 
Application (adjusted for the proposed 1-for-3 consolidation): 

 

Month Ended High Low Close    Volume 

2016: 
April 

 
- 

 
- 

 
- 

 
- 

March - - - - 
February - - - - 
January - - - - 

2015: 
December 

 
- 

 
- 

 
- 

 
- 

November 0.15 0.12 0.12 2,533 
October 0.15 0.12 0.15 26,533 
September 0.12 0.165 0.12 26,466 
August 0.21 0.165 0.21 39,185           

 July 0.21 0.165 0.165 6,866 
June 0.24 0.18 0.18 15,000   

 May 0.30 0.18 0.18 12,333   

 
     

11. Escrowed and Pooled Securities 
 
11.1 Escrowed Securities 

 
No common shares of the Company are currently subject to an Escrow Agreement. The Valens 
Transaction will result in the issue of 36,000,000 shares subject to section 4.3.1 of National Policy 
46-201 “Escrow for Initial Public Offerings”. A principal’s escrow securities in an emerging issuer are 
released as follows: 
 

 
 
11.2 Pooled Securities 

 
In addition to the above mandated schedule, Valens is subject to a “vesting” schedule as detailed in 
section 3.2 (3)c. on page 11, as well as a voluntary pooling agreement that limits the aggregate number 
of shares which the principals may sell during a period of 36 months after the closing date of the Share 
Exchange Agreement. 

12. Principal Shareholders 
 

To the knowledge of the directors and executive officers of the Company, as of the date hereof, no 
person or company beneficially owns, or controls or directs, directly or indirectly, voting securities 
carrying 10% or more of the voting rights attached to any class of voting securities of the Company 
upon the closing of the Valens Transaction, except the following:  

 
Name Number of Shares Beneficially 

Owned, Controlled or Directed, 
Directly or Indirectly(1) 

Percentage of Outstanding Shares 
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  1009368 BC Ltd. (2) 6,553,440 25.38%(1) 

(1) Adjusted for the 1-for-3 consolidation of July 15, 2016, and reflects the completion of the initial terms of the acquisition of 
Valens Agritech and exercise of all existing convertible debentures. 

(2) 100% of the shares of 1009368 BC Ltd. are legally or beneficially owned or controlled by Noreen Dale Spanell of Kelowna, British 
Columbia. 

 
 
13. Directors and Officers 
 
 13.1-13.2 

 
The Articles of the Company provide that the number of directors should not be fewer than three 
directors. Each director holds office until the close of the next annual general meeting of the 
Company, or until his or her successor is duly elected or appointed, unless his or her office is 
earlier vacated. The Company’s Board currently consists of six directors, of whom one can be 
defined as an “unrelated director” or a  director who is independent of management and is free 
from any interests and any business or other relationship which could, or could reasonably be 
perceived to, materially interfere with the director’s ability to act with a view to the best interests 
of the Company, other than interests and relationships arising from shareholders, and do not 
have interests in or relationships with the Company. 

 
The following table provides the names of the directors and officers, municipalities of residence 
province and country, respective positions and offices t o  b e  held with the Company, their 
principal occupations for the past five years and the number and percentage of common shares 
owned, directly or indirectly, or over which control or direction is exercised, of voting securities 
of the Company, (adjusted for the proposed 1-for-3 consolidation and completion of the Valens 
Transaction) as of the date hereof: 
 

 

 
Name, Province and 
Country of Residence 
and Position Held 

 
Principal 

Occupation for 
the Past Five 

Years(1) 

 
Director of 

the 
Company 

Since 

Common 
Shares 

Beneficially 
Owned or 

Controlled(1

 

Percentage 
of Issued and 
Outstanding 

Common 
Shares 

Robert J. van Santen(3) 
Executive Chairman, CEO, 
Director 
British Columbia, Canada 

Executive Chairman, Chief Executive 
Officer, Director and former Chief 
Financial Officer of the Company. 
Managing Director of Agilis Capital 
Corp. since January 2008. 

Since 
August 27, 2012 

1,743,850(2)(5) 6.75% 

Dave Gervais 
Proposed Director , 
Chief Executive Officer 
British Columbia, Canada 

Proposed Director and officer of the 
Company. Co-founder and President of 
Valens Agritech Ltd. Co-founder and 
former president of Northwest 
Supplements, a pharmaceutical 
wholesaler, subsequently sold off to 
private industry participants. 

Proposed officer 
and director upon 
closing of Valens 
Transaction 

1,793,505 6.95% 

Timothy Tombe(3) 
Proposed Director 
British Columbia, Canada 

Proposed Director of the Company. 
Secretary and co-founder of Valens 
Agritech Ltd. Founded Advantage 
Microbial Solutions in 2009 to provide 
microbiological materials to the 
viticulture industry, and a wide variety of 
organically certified material for the 
agriculture and hydroponic industry. 

Proposed director 
upon closing of 
Valens Trans-
action 

1,961,280 7.60% 



46 
{00746102;1}  

Annie Storey 
Chief Financial Officer, 
Corporate Secretary 
British Columbia, Canada 

Chief Financial Officer and Corporate 
Secretary of the Company. Partner, ISG 
Bookkeeping Services Inc., and 
President of ISG Entertainment 
Services Inc. since 2013, Partner, 
Assurance Services, MNP from 2010 to 
2013, Member of the CPABC's Practice 
Review & Licensing Committee and 
CPA Canada's Practitioners' Technical 
Advisory Committee. 

N/A NIL  

A. Tyler Robson 
Director 
British Columbia, Canada 

Director of the Company. Director of 
Operations, Valens Agritech Ltd., a 
privately held biotechnology company. 
Mr. Robson attended the University of 
Saskatchewan on a football scholarship, 
earning a B.Sc. degree in biology. 

 

Since 
May 1, 2016 

1,150,442 4.46% 

John Binder(3) 
Independent Director 
Alberta, Canada 

Director of the Company. President, 
CEO and founder of Avmax Group 
Inc., Executive Vice-President for 
Regional Express Aviation Ltd. and 
Chairman of the Board and CEO of R1 
Airlines Ltd. (and Regional 1's 
founders). President and owner of 
Western Avionics of Calgary, Canada's 
largest aircraft avionics company, now a 
division of the Avmax Group. 

Since 
September 1, 
2015 

1,714,667(2)(6) 6.64% 

 
Notes: 

1.   Information furnished by the respective officers and directors. 
2.   Voting securities beneficially owned, directly or indirectly, or over which control or direction is exercised. 
3.   Member of the audit committee. 
4.   Messrs. van Santen, Binder and Ms. Storey each hold options to purchase Common Shares. 
5.   Mr. van Santen is a trustee of the Van Santen Family Trust which controls 1,287,918 shares, and managing director but not a 

shareholder of Agilis Capital Corp., which controls 423,333 shares. 
6.   Shares are held directly by John Binder except for 416,666 shares held by High Noon Holdings of which Mr. Binder is sole 

shareholder. 
 

13.3 As of the date of this document given the closing of the Valens Transaction, the directors and 
executive officers of the Company will beneficially own, directly or indirectly, as a group, 
8,363,744 common shares of the Company representing approximately 32.39% of all 
outstanding voting securities of the Company. 
 

13.4 Board Committees 
 
The Company will have one committee, the Audit Committee, whose members are: 

Robert J. van Santen  Non-Independent¹  Financially literate¹ 
Timothy Tombe   Independent¹  Financially literate¹ 
John Binder   Independent¹   Financially literate¹ 

 

Note: 1. As defined by NI 52-110. 
 

13.5 See table above. 
 

13.6 Cease Trade Orders or Bankruptcies 
 
Except as set out below, to the knowledge of the Company, no director, officer or promoter of 
the Company, or a security holder anticipated to hold sufficient securities of the Company to 
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affect materially the control of the Company is, or within 10 years before the date of this 
document, has been, a director or officer of any other Issuer that, while that person was acting in 
that capacity: 
 

(a) was the subject of a cease trade or similar order, or an order that denied the other Issuer 
access to any exemptions under Ontario securities law, for a period of more than 30 consecutive 
days, state the fact and describe the basis on which the order was made and whether the order 
is still in effect; 
 
Patricia Ann (“Annie”) Storey, Company CFO, was the CFO of Worldwide Marijuana Inc., the 
subject of a cease trading order for failure to file financial statements (2016), as well as CFO of Bell 
Copper Corporation, the subject of a voluntary management cease trade order for failure to file 
financial statements (2016). 
 

(b) was subject to an event that resulted, after the director or executive officer ceased to be a 
director or executive officer, in the company being the subject of a cease trade or similar order 
or an order that denied the relevant company access to any exemption under securities legislation, 
for a period of more than 30 consecutive days; 
 

(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or 
was subject to or instituted any proceedings, arrangement or compromise with creditors or had a 
receiver, receiver manager or trustee appointed to hold its assets; or 
 

(d) within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under 
any legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, 
arrangement or compromise with creditors or had a receiver, receiver manager or trustee appointed 
to hold its assets. 
 
Penalties or Sanctions 

To the knowledge of the Company, no director, officer or promoter of the Company, or a 
securityholder anticipated to hold sufficient securities of the Company to affect materially the 
control of the Company is, or within 10 years before the date of this document, has been, a 
director or officer of any other Issuer that, while that person was acting in that capacity, has: 
 

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

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

 
13.7 Personal Bankruptcies 

 
No director or officer of the Company is, or has, within the 10 years prior to the date of 
this document, been declared bankrupt or made a voluntary assignment in bankruptcy, made a 
proposal under any legislation relating to bankruptcy or insolvency or been subject to or instituted 
any proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager 
or trustee appointed to hold the assets of that individual. 

 
13.8 Conflicts of Interest 

 
Certain of the directors and officers of the Company are also directors and officers of other 
natural resource companies. The directors of the Company are bound by the provisions of the 
Business Corporations Act (British Columbia) to act honestly and in good faith with a view to the 
best interests of the Company and to disclose any interests, which they may have in any project 
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or opportunity of the Company. If a conflict of interest arises at a meeting of the board of directors, 
any director in a conflict will disclose his interest and abstain from voting on such matter. 

 
To the best of the Company’s knowledge, and other than disclosed herein, there are no known 
existing or potential conflicts of interest among the Company, its promoters,  directors  and officers 
or other members of management of the Company or of any proposed promoter, director, officer 
or other member of management as a result of their outside business interests except that certain 
of the directors and officers serve as directors and officers of other companies, and therefore 
it is possible that a conflict may arise between their duties to the Company and their duties as 
a director or officer of such other companies. 

 
13.9 Management 

 

Robert J. van Santen, CPA, CA, CMT Executive Chairman, Chief Executive Officer, Director 

Mr. van Santen has been a Director of the Company since August 2012 and Chief Executive Officer 
of the Company since October 2014. He has over 30 years of investment industry and financing 
experience, providing financial and intellectual capital to both private business and the public 
markets. He began his career in 1986 as an Investment Advisor with Burns Fry (now BMO Nesbitt 
Burns), spent several years with Yorkton Securities’ Natural Resources Group, and was recognized 
as “Broker of the Year” while VP with the TSX Group’s oldest member firm. Mr. van Santen is 
Managing Director of Agilis Capital Corp., holds a Bachelor of Commerce degree in Organizational 
Behavior from Concordia University, a Chartered Accountant and Chartered Professional 
Accountant designation in British Columbia, a Chartered Market Technician’s designation from the 
Market Technicians Association in New York, and has certifications that include the Canadian 
Securities Institute’s CSC (Honours), CPC (Honours), PDO and the OLC. 

David Gervais, Proposed Chief Executive Officer, Director 

Proposed Director and officer of the Company. Co-founder and President of Valens Agritech Ltd. 
Co-founder and former president of Northwest Supplements, a pharmaceutical wholesaler, 
subsequently sold off to private industry participants. 

Timothy Tombe, Proposed Independent Director 

Timothy Tombe is Secretary and co-founder of Valens Agritech Ltd., and founded Advantage 
Microbial Solutions in 2009 to provide microbiological materials to the viticulture industry, and a wide 
variety of organically certified material for the agriculture and hydroponic industry. 

A. Tyler Robson, Director 

Tyler Robson is Director of Operations at Valens Agritech Inc., a privately held biotechnology 
company focused on the emerging Cannabinoid market, based in the Okanagan Valley of British 
Columbia. Mr. Robson attended the University of Saskatchewan on a football scholarship, graduating 
with a Bachelor of Science degree to return to Kelowna to pursue research and development, plant 
innovation and life sciences, with an emphasis on medical cannabis and its applications in the 
treatment of seizures, chronic diseases, pain control, and neurological symptoms. As a Master 
Grower, Mr. Robson provides consulting services on plant genetics, growing methods, and leading 
facility and soil grown techniques that ensures consistently produced medical Marihuana of the 
highest quality. 

John Binder, Independent Director 

John Binder is the founder, President and CEO of Avmax Group Inc., a Calgary based heavy aircraft 
maintenance and servicing facility, as well as the Executive Vice-President for Regional Express 
Aviation Ltd. and Chairman of the Board and CEO of R1 Airlines Ltd. (and Regional 1's founders). 
Avmax owns, operates and leases over 100 aircraft worldwide. Prior to founding Avmax John was 
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President and owner of Western Avionics of Calgary, Canada's largest aircraft avionics company, 
now a division of the Avmax Group. Mr. Binder is a licensed aircraft engineer with over 45 years of 
experience in the aviation sector, was recognized with the Ernst & Young Entrepreneur of the Year 
for the Prairies Regional award, and was the recipient of the Max Ward Aviation Maintenance Trophy 
for contributions to the aircraft maintenance industry in 2010. In addition to his work with Avmax, 
Mr. Binder applies his entrepreneurial expertise to various other business interests. 

14. Capitalization 
 

14.1 Issued Capital* 
 

* Resulting Issuer, with the non-diluted number of securities reflecting the initial 30% vested share issue to the Valens 
shareholders, as well as the finders fees payable. The fully-diluted number of securities reflects the total proposed share 
issue to the Valens shareholders, as well as the full exercise of the outstanding convertible debentures, but ignores the 
mostly deep out-of-the money options and warrants outstanding as immaterial under the circumstances. 

 
Resulting Issuer Number of 

Securities 
(non-diluted) 

Number of 
Securities 

(fully-diluted) 

 
% of Issued 

(non-diluted) 

 
% of Issued 

(fully diluted) 
Public Float 
Total outstanding (A) 25,822,668 51,022,668 100% 100% 

Held by Related Persons or employees 
of the Company or Related Person of 
the Company, or by persons or 
companies who beneficially own or 
control, directly or indirectly, more 
than a 5% voting position in the 
Company (or who would beneficially 
own or control, directly or indirectly, 
more than a 5% voting position in the 
Company upon exercise or conversion 
of other securities held) (B) 

 
 
 
 
 
 
 
 

 
15,917,183 

 
 
 
 
 
 
 
 
 

 
40,865,183 

 
 
 
 
 
 
 
 
 

 
              62% 

 
 
 
 
 
 
 
 
 

 
80% 

Total Public Float (A-B)   9,905,485 10,157,485 38%   20% 

 

Freely-Tradeable Float 

 
Public Securityholders (Registered)** 
 
** Provides a breakdown of the concentration and the number of securities held by range, based on data files 
provided by Computershare adjusted for the 1-for-3 share consolidation, other than persons enumerated in section 
(B) of the previous chart. 
 
 
 
 
 

Number of outstanding securities 
subject to resale restrictions, 
including restrictions imposed by 
pooling or other arrangements or in 
a shareholder agreement and 
securities held by control block 
holders (C) 

 
 
 
 
 
 
 11,475,000   

 
 
 
 
 
36,675,000 

 
 
 
 
 

 56% 

 
 
 
 
 
  72% 

Total Tradeable Float (A-C)  14,347,668 14,347,668  44%   28% 
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Class of Security 
 

Size of Holding            Number of holders  Total number of securities 

1 - 99 securities 0          0 
100 – 499 securities 1       360 
500 – 999 securities 3     2,166 
1,000 – 1,999 securities 8   11,779 
2,000 – 2,999 securities 13   28,111 
3,000 – 3,999 securities 16   53,328 
4,000 – 4,999 securities 1     4,667 
5,000 or more securities 40                       9,080,223 

Total   82                       9,126,056 
 

 
Public Securityholders (Beneficial) - summary by range*** 
 
*** Provides a breakdown of the concentration and the number of securities held by range, based on data files 
provided to Broadridge by financial intermediaries that hold the securities. The table combines the Canadian and US 
reported data as at March 24, 2016, adjusted for the 1-for-3 share consolidation. There have been no changes to the 
beneficial public securityholders since the report date during the period of the trading halt. 

 
Class of Security 

Size of Holding Number of holders  Total number of securities 

1 - 99 securities 21  1,238 
100 – 499 securities 11  2,478 
500 – 999 securities 23  9,827 
1,000 – 1,999 securities 23  17,213 
2,000 – 2,999 securities 15  16,617 
3,000 – 3,999 securities 14  20,092 
4,000 – 4,999 securities 14  27,765 
5,000 or more securities 126                     2,748,770 

Total 247                     2,844,000 
 

14.2 Convertible/Exchangeable Securities 
 

 
 

Description of 
Security 

 
 
 

Date of 
 

 
Exercise 

Price 
$ 

 
Number of convertible/ 
exchangeable securities 

outstanding 

Number of listed 
securities issuable 
upon conversion/ 

exercise 
Options Sept 25, 2017 

Oct 10, 2018 
Nov 27, 
2018 
Nov 28, 
2018 

   
   

 

3.00 
3.00 
3.00 
3.00 
0.30 
0.30 
 

                36,667 
                40,000 
                16,667 
                  3,333 

                258,333 
                  50,000 
               

              36,667 
              40,000 
              16,667 
                3,333 

              258,333 
                50,000 
                

Warrants 
 
 
Convertible 
Debentures 

     
Sep 22, 2017 
Oct 22, 2017 

 
Closing of 
Valens 
Transaction 

        
       0.75 

0.75 
 
 
 
0.12 

              405,000 
              622,222 
              322,222 
              944,444 
 
             
            $363,500 

              405,000 
              622,222 
              322,222 
              944,444 
 
             
           3,029,167 
  

 
 

14.3 Other Listed Securities 
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There are no other listed securities reserved for issuance that are not included in section 14.2. 
 

15. Executive Compensation 
 

15.1 See “Appendix I” attached hereto. 
 

16. Indebtedness of Directors and Executive Officers 
 

16.1 Aggregate Indebtedness 
 

No existing or proposed director, executive officer or senior officer of the Company or any 
associate of any of them, was indebted to the Company as at the financial year ended April 30, 
2016, or is currently indebted to the Company. 

 
16.2 Indebtedness under Securities Purchase and Other Programs 

Not applicable. 

17. Risk Factors 
 

17.1 There are various risks that could have a material adverse effect on among other things, the 
properties, business, condition (financial or otherwise) and the prospects of the Company. These 
factors should be reviewed carefully. Set out below are certain risk factors affecting the Company. 
 
Requirement for Permits and Licenses 
 
The operations of Valens require it to obtain approval, upon inspection from Health Canada, for a 
Controlled Drugs and Substance Dealer’s license (including the activities of cultivation, production 
(extraction), packaging, possession, sale, transportation, delivery and research), and a Licence to 
Cultivate Marihuana for Scientific Purposes (Section 67 of the Narcotic Control Regulations), and 
in some cases, renewals of existing licenses from, and the issuance of permits by certain local and 
regional authorities in Canada. Valens believes that it currently holds or has applied for all necessary 
licenses and permits to carry on the activities which it intends to conduct under applicable laws and 
regulations, and also believes that it is complying in all material respects with the terms of such 
licenses and permits. In addition, Valens will apply for, as the need arises, all necessary licenses and 
permits to carry on the activities it expects to conduct in the future, including application for a 
Marihuana for Medical Purposes Regulations (Canada) (MMPR) issued pursuant to the Controlled 
Drugs and Substances Act (Canada). The ability of Valens to obtain, sustain or renew any such 
licenses and permits on acceptable terms is subject to changes in regulations and policies and to the 
discretion of the applicable authorities or governmental agencies. Any loss of interest in any such 
required license or permit, or the failure of any governmental authority to issue or renew such 
licenses or permits upon acceptable terms, would have a material adverse impact upon Valens. 
 
Operating History 
 
The Company has a very limited history of operations, is in the early stage of development and 
must be considered a start-up. As such, the Company is subject to many risks common to such 
enterprises, including under-capitalization, cash shortages, limitations with respect to personnel, 
financial and other resources and lack of revenues. There is no assurance that the Company will be 
successful in achieving a return on shareholders’ investment and the likelihood of success must be 
considered in light of its early stage of operations. The Company has no intention of paying any 
dividends in the foreseeable future. 
 
The Company has a history of net losses, which might occur again in the future 

 
The Company incurred net losses from the inception until the date of this Listing Statement. 
Valens’ limited operating history makes evaluating its business and prospects difficult. 
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Valens has a limited operating history on which to base an evaluation of its business, financial 
performance and prospects. As such, their business and prospects must be considered in light of 
the risks, expenses and difficulties frequently encountered by companies in the early stage of 
development. As Valens is in an early stage and will be introducing new products, their revenue 
may be materially affected by the decisions, including timing decisions, of a relatively consolidated 
customer base. Valens has had limited experience in addressing the risks, expenses and difficulties 
frequently encountered by companies in their early stage of development, particularly companies 
in new and rapidly evolving industries such as the medical Marihuana industry. There can be no 
assurance that Valens will be successful in addressing these risks, and the failure to do so in any 
one area could have a material adverse effect on Valens’ and therefore the Company’s business, 
prospects, financial condition and results of operations. 
 
Operational Risks 

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

 
 Regulatory Risks 
 

The operations of the Company are subject to various laws governing the importation, distribution, 
transportation and production of Marihuana for medical purposes, taxes, labour standards and 
occupational health, toxic substances, land use, water use, and other matters. 
 
The Marihuana for Medical Purposes Regulations (MMPR) is a regime established in June 2013.  
As of August 24, 2016, the Access to Cannabis for Medical Purposes Regulations (ACMPR) will 
replace the MMPR. As such, revisions to the regime could be implemented which could have an 
impact on the Company’s operations. There is also some uncertainty regarding the likely 
interpretation of certain regulatory provisions. On March 21, 2014 the Federal Court of Canada, 
in response to a motion brought by four plaintiffs, issued an interlocutory order affecting the repeal 
of the MMAR and the application of certain portions of the MMPR which are inconsistent with 
the MMAR. On February 24 2016 in an historic decision the Federal Court of Canada determined 
that section 7 of the Charter was violated by the government’s implementation of the MMPR, 
declaring the country's medical Marihuana regime, known as the MMPR unconstitutional. This 
means that the federal law passed by the former Conservative government of Stephen Harper has 
no force and effect. The judge ordered the ruling suspended for six months, giving the Liberals, 
who campaigned on legalizing and regulating pot, time to revise the legislation. In the meantime, 
the judge has upheld a previous injunction that allows patients to continue growing their own 
cannabis. The risks to the business of the Company represented by this or similar actions are that 
they might lead to court rulings  or  legislative changes that allow those with existing licences to 
possess and/or grow medical Marihuana and perhaps others to opt out of the regulated supply 
system implemented through the MMPR. This could significantly reduce the addressable market 
for the Company’s products and could materially and adversely affect the business, financial 
condition and results of operations of The Company. 
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Furthermore, although the operations of the Company are currently carried out in accordance with 
all applicable rules and regulations, no assurance can be given that new rules and regulations will 
not be enacted or that existing rules and regulations will not be applied in a manner which could 
limit or curtail The Company’s ability to import, distribute or produce medical Marihuana. 
Amendments to current laws and regulations governing the importation, distribution, 
transportation and/or production of medical Marihuana, or more stringent implementation thereof 
could have a substantial adverse impact on the Company. 

  
Permits and Licenses 

 
The operations of the Company may require licenses and permits from various governmental 
authorities. There can be no assurance that the Company will be able to obtain all necessary licenses 
and permits that may be required to carry out acquisitions, expansion and development at its 
projects, or may only be able to do so at great cost, to operate a medical Marihuana business. In 
addition, we may not be able to comply fully with the wide variety of laws and regulations applicable 
to conduct research and development in the medical Marihuana industry. Failure to comply with 
or to obtain the necessary licenses, permits, authorizations or accreditations could result in 
restrictions on our ability to operate the medical Marihuana business, which could have a material 
adverse effect on our business. 

 
Liability, Enforcement Complaints etc. 

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

 
Banking 

 
Since the use of Marihuana is currently illegal under federal law, there is a strong argument that 
banks cannot accept for deposit funds from businesses involved with the Marihuana industry. 
Consequently, businesses involved in the Marihuana industry often have difficulty finding a bank 
willing to accept their business. The inability to open bank accounts may make it difficult to operate 
the Company’s medical Marihuana business. 
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Resale of Shares 
 

There can be no assurance that the publicly-traded stock price of the Company will be high enough 
to create a positive return for investors. Further, there can be no assurance that the stock of the 
Company will be sufficiently liquid so as to permit investors to sell their position in the Company 
without adversely affecting the stock price. In such event, the probability of resale of the Company’s 
shares would be diminished. As well, the continued operation of the Company will be dependent 
upon its ability to procure additional financing in the short term and to generate operating revenues 
in the longer term. There can be no assurance that any such financing can be obtained or that 
revenues can be generated. If the Company is unable to obtain such additional financing or generate 
such revenues, investors may be unable to sell their shares in the Company and any investment in 
the Company may be lost. 

 
Price Volatility of Publicly Traded Securities 

 
In recent years, the securities markets in the United States and Canada have experienced a high 
level of price and volume volatility, and the market prices of securities of many companies have 
experienced wide fluctuations in price which have not necessarily been related to the operating 
performance, underlying asset values or prospects of such companies. 
The price of the shares of venture capital and early stage companies in particular tends to be volatile. 
Fluctuations in the price of cannabis products and the potential of emerging medical and 
recreational markets are beyond the control of the Company and could materially affect the price 
of the Common Shares. 

 
There can be no assurance that continuing fluctuations in price will not occur. It may be anticipated 
that any quoted market for the shares of the Company will be subject to market trends generally, 
notwithstanding any potential success of the Company in creating revenues, cash flows or earnings. 
The value of the Company’s shares will be affected by such volatility. An active public market for 
the Company’s shares might not develop or be sustained after the completion of the Listing. If an 
active public market for the Company’s shares does not develop, the liquidity of a shareholder’s 
investment may be limited and the share price may decline. 

 
Equity Price Risk 

 
Market risk arises from the possibility that changes in market prices will affect the value of the 
financial instruments of the Company. The Company is exposed to fair value fluctuations on its 
investments. The Company's other financial instruments (cash, accounts receivable, accounts 
payable and accrued liabilities) are not subject to price risk. 
 
Substantial Capital Requirements, Additional Funding Requirements and Dilution of Investment 

 
The Company’s cash flow from its prospective acquisitions and initiatives may not be sufficient to 
fund its ongoing activities at all times. From time to time, the Company may require additional 
financing in order to carry out its acquisition and development activities. Failure to obtain such 
financing on a timely basis could cause the Company to forfeit its interest in certain properties and 
business interests, miss certain acquisition opportunities and reduce or terminate its operations. If 
the Company’s consolidated revenues decrease as a result of competition or a decrease in prices or 
otherwise, it will affect the Company’s ability to expend the necessary capital to make or complete 
acquisitions, fund its business plans or to maintain its production. If the Company’s cash flow from 
operations is not sufficient to satisfy its capital expenditure requirements, there can be no assurance 
that additional debt or equity financing will be available to meet these requirements or available on 
favourable terms. The terms of any such equity financing may be dilutive to holders of Common 
Shares. 
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Dividends 
 

The Company has not paid dividends to shareholders in the past and does not anticipate paying 
dividends in the foreseeable future. The Company expects to retain its earnings to finance growth, 
and where appropriate, to pay down debt. 

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

 
The Company’s success may likely depend on its ability to use and develop new extraction 
technologies, recipes, know-how and its existing and new strains of Marihuana without infringing 
the intellectual property rights of third parties. The Company cannot assure that third parties will 
not assert intellectual property claims against it. The Company is subject to additional risks if entities 
licensing to it intellectual property do not have adequate rights in any such licensed materials. If 
third parties assert copyright or patent infringement or violation of other intellectual property rights 
against the Company, it will be required to defend itself in litigation or administrative proceedings, 
which can be both costly and time consuming and may significantly divert the efforts and resources 
of management personnel. An adverse determination in any such litigation or proceedings to which 
the Company may become a party could subject it to significant liability to third parties, require it 
to seek licenses from third parties, to pay ongoing royalties or subject the Company to injunctions 
prohibiting the development and operation of its applications. 

 
The Company may need to incur significant expenses to enforce its proprietary rights, and if Valens is unable to 
protect such rights, its competitive position could be harmed  

 
The Company regards proprietary methods and processes, domain names, trade names, trade 
secrets, recipes and other intellectual property as critical to its success. The Company’s ability to 
protect its proprietary rights is critical for the success of its business and its overall financial 
performance. Valens has taken certain measures to protect its intellectual property rights. However, 
the Company cannot assure that such measures will be sufficient to protect its proprietary 
information and intellectual property. Policing unauthorized use of proprietary information and 
intellectual property is difficult and expensive. Any steps taken to prevent the misappropriation of 
proprietary technology may be inadequate. The validity, enforceability and scope of protection of 
intellectual property in the medical Marihuana industry is uncertain and still evolving. In particular, 
the laws and enforcement procedures in some developing countries are uncertain and may not 
protect intellectual property rights in this area to the same extent as do the laws and enforcement 
procedures in Canada, the United States and other developed countries. 

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

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

 
Available Talent Pool 

 
The Company has a small management team and the loss of a key individual or inability to attract 
suitably qualified staff could have a material adverse impact on its business. The Company may also 
encounter difficulties in obtaining and maintaining suitably qualified staff in certain of the 
jurisdictions in which it conducts business. The Company has sought, and will continue, to ensure 
that directors and all key staff are provided with appropriate incentives; however, their services 
cannot be guaranteed. As the Company grows, it will need to hire additional human resources to 
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continue to develop the business. However, experienced talent in the areas of medical Marihuana 
research and development, growing Marihuana and extraction is difficult to source, and there can 
be no assurance that the appropriate individuals will be available or affordable to the Company. 
Without adequate personnel and expertise, the growth of the Company’s business may suffer. 
 
Unforeseen Competition 

 
The medical Marihuana research and development, import and production industries are 
competitive in all of their phases. The Company faces strong competition from other companies 
in connection with such matters. Many of these companies have greater financial resources, 
operational experience and technical capabilities than the Company. As a result of this competition, 
the Company may be unable to maintain its operations or develop them as currently proposed, on 
terms it considers acceptable or at all. Consequently, the revenues, operations and financial 
condition of the Company could be materially adversely affected. 
 
The government has only issued to date a small number of licences under the MMPR to produce 
and sell medical Marihuana. There are, however, several hundred applicants for licences. The 
number of licences granted could have an impact on the operations of the Company. Because of 
early stage of the industry in which the Company operates, it may face additional competition from 
new entrants. If the number of users of medical Marihuana in Canada increases, the demand for 
products will increase and the Company expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products. To 
remain competitive, the Company will require a continued high level of investment in research and 
development, marketing, sales and client support. The Company may not have sufficient resources 
to maintain research and development, marketing, sales and client support efforts on a competitive 
basis which could materially and adversely affect the business, financial condition and results of 
operations of the Company.  
 
There can be no assurance that significant competition will not enter the marketplace and offer 
some number of similar products and services or take a similar approach as the Company. Such 
competition could have a significant adverse effect on the growth potential of the Company’s 
business by effectively dividing the existing market for its products, and also the Company’s 
potential share of revenue from its interest in MKHS’ operations earned to date as its funder. 

 
Potential future acquisitions and/or strategic alliances may have an adverse effect on the Company’s ability to 
manage its business 

 
The Company may acquire technologies, businesses or assets that are complementary to its business 
and/or enter into strategic alliances in order to leverage its position in the medical Marihuana and 
extraction market. Future acquisitions or strategic alliances would expose the Company to potential 
risks, including risks associated with the integration of new technologies, businesses and personnel, 
unforeseen or hidden liabilities, the diversion of management attention and resources from its 
existing business, and the inability to generate sufficient revenues to offset the costs and expenses 
of acquisitions or strategic alliances. Any difficulties encountered in the acquisition and strategic 
alliance process may have an adverse effect on the Company’s ability to manage its business. 
 
Product Liability 
 
As a distributor of products designed to be ingested by humans, the Company faces an inherent 
risk of exposure to product liability claims, regulatory action and litigation if its products are alleged 
to have caused significant loss or injury. In addition, the sale of the Company’s products involves 
risk of injury to consumers due to tampering by unauthorized third parties or product 
contamination. Previously unknown adverse reactions resulting from human consumption of the 
Company’s products alone or in combination with other medications or substances could occur. 
The Company may be subject to various product liability claims, including, among others, that the 
Company’s products caused injury or illness, include inadequate instructions for use or include 
inadequate warnings concerning possible side effects or interactions with other substances. A 
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product liability claim or regulatory action against the Company could result in increased costs, 
could adversely affect the Company’s reputation with its clients and consumers generally, and could 
have a material adverse effect on the results of operations and financial condition of the Company. 
There can be no assurances that the Company will be able to obtain or 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 
obtain sufficient insurance coverage on reasonable terms or to otherwise protect against potential 
product liability claims could prevent or inhibit the commercialization of the Company’s potential 
products. 
 
Product Recalls 
 
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 labelling disclosure. If any of the Company’s products are recalled due to an alleged 
product defect or for any other reason, the Company could be required to incur the unexpected 
expense of the recall and any legal proceedings that might arise in connection with the recall. The 
Company may lose a significant amount of sales and may not be able to replace those sales at an 
acceptable margin or at all. In addition, a product recall may require significant management 
attention. Although the Company has detailed procedures in place for testing its 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 
Company’s significant brands were subject to recall, the image of that brand and the Company 
could be harmed. A recall for any of the foregoing reasons could lead to decreased demand for the 
Company’s products and could have a material adverse effect on the results of operations and 
financial condition of the Company. Additionally, product recalls may lead to increased scrutiny of 
the Company’s operations by Health Canada or other regulatory agencies, requiring further 
management attention and potential legal fees and other expenses. 
 
Risks Inherent in an Agricultural Business 
 
The Company’s business involves the growing of medical Marihuana, an agricultural product. Such 
business is subject to the risks inherent in the agricultural business, such as insects, plant diseases 
and similar agricultural risks. Although such growing is completed indoors under climate controlled 
conditions, there can be no assurance that natural elements will not have a material adverse effect 
on any such production. 
 
Vulnerability to Rising Energy Costs 
 
Medical Marihuana growing operations consume considerable energy, which make the Company 
vulnerable to rising energy costs. Accordingly, rising or volatile energy costs may adversely impact 
the business of the Company and its ability to operate profitably. 
  
Dependence on Suppliers 
 
The ability of the Company to compete and grow is dependent on it having access, at a reasonable 
cost and in a timely manner, to equipment, parts and components. No assurances can be given that 
the Company will be successful in maintaining its required supply of equipment, parts and 
components. This could have an adverse effect on the financial results of the Company. 
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Issuance of Debt 
 

From time to time, the Company may enter into transactions to acquire assets or the shares of 
other corporations. These transactions may be financed partially or wholly with debt, which may 
increase the Company’s debt levels above industry standards. Neither the Company’s articles nor 
its by-laws limit the amount of indebtedness that the Company may incur. The level of the 
Company’s indebtedness from time to time could impair the Company’s ability to obtain additional 
financing in the future on a timely basis to take advantage of business opportunities that may arise. 

 
Third Party Credit Risk 

 
The Company is or may be exposed to third party credit risk through its contractual arrangements 
with its current or future joint venture partners and other parties. In the event such entities fail to 
meet their contractual obligations to the Company, such failures could have a material adverse 
effect on the Company and its cash flow from operations. 

 
Asset Location and Legal Proceedings 

 
Substantially all of the Company’s assets are located in Canada and one of its officers and directors 
is resident outside of Canada, and certain assets and interests are located in Arizona, USA. Serving 
process may prove to be difficult or excessively time consuming. Additionally, it may be difficult 
to enforce a judgment obtained in Canada against the Company’s interests and any directors and 
officers residing outside of Canada. 

 
Exchange Rate Fluctuations 

 
Due to the Company’s earned interests and proposed operations in the United States, and its 
intention to continue certain future operations outside Canada, the Company is expected to be 
exposed to significant currency fluctuations. Recent events in the global financial markets have 
been coupled with increased volatility in the currency markets. All or substantially all of the 
Company’s revenue may initially be earned in US dollars, but a substantial portion of its operating 
expenses are incurred in Canadian dollars. The Company does not have currency hedging 
arrangements in place and there is no expectation that the Company will put any currency hedging 
arrangements in place in the future. Fluctuations in the exchange rate between the US dollar and 
the Canadian dollar may have a material adverse effect on the Company’s business, financial 
condition and operating results. The Company may, in the future, establish a program to hedge a 
portion of its foreign currency exposure with the objective of minimizing the impact of adverse 
foreign currency exchange movements. However, even if the Company develops a hedging 
program, there can be no assurance that it will effectively mitigate currency risks. 

 
Current global financial condition 

 
Current global financial conditions have been characterized by increased volatility and several 
financial institutions have either gone into bankruptcy or have had to be rescued by governmental 
authorities. Access to public financing and bank credit has been negatively impacted by both the 
rapid decline in value of sub-prime mortgages and the liquidity crisis affecting the asset-backed 
commercial paper market. These and other factors may affect the Company’s ability to obtain equity 
or debt financing in the future on favourable terms. Additionally, these factors, as well as other 
related factors, may cause decreases in the Company’s asset values that may be other than 
temporary, which may result in impairment losses. If such increased levels of volatility and market 
turmoil continue, or if more extensive disruptions of the global financial markets occur, the 
Company’s operations could be adversely impacted and the trading price of the Common Shares 
may be adversely affected. 

 
 
Short term investment risks 



59 
{00746102;1}  

 
The Company may from time to time invest excess cash balances in short term commercial paper 
or similar securities. Recent market conditions affecting certain types of short term investments of 
some North American and European issuers as well as certain financial institutions have resulted 
in restricted liquidity for these investments. There can be no guarantee that further market 
disruptions affecting various short term investments or the potential failure of such financial 
institutions will not have a negative effect on the liquidity of investments made by the Company. 
 
Insurance and Uninsured Risks 
 
The Company’s business is subject to a number of risks and hazards generally, including adverse 
environmental conditions, accidents, labour disputes and changes in the regulatory environment. 
Such occurrences could result in damage to assets, personal injury or death, environmental damage, 
delays in operations, monetary losses and possible legal liability. 
 
Although the Company maintains insurance to protect against certain risks in such amounts as it 
considers to be reasonable, its insurance does not cover all the potential risks associated with its 
operations. The Company may also be unable to maintain insurance to cover these risks at 
economically feasible premiums. Insurance coverage may not continue to be available or may not 
be adequate to cover any resulting liability. Moreover, insurance against risks such as environmental 
pollution or other hazards encountered in the operations of Valens is not generally available on 
acceptable terms. The Company might also become subject to liability for pollution or other 
hazards which may not be insured against or which Valens may elect not to insure against because 
of premium costs or other reasons. Losses from these events may cause the Company to incur 
significant costs that could have a material adverse effect upon its financial performance and results 
of operations. 
 
 
Unfavourable Publicity or Consumer Perception 
 
The Company believes the medical Marihuana industry is highly dependent upon consumer 
perception regarding the safety, efficacy and quality of the medical Marihuana distributed to such 
consumers. Consumer perception of the Company’s products can be significantly influenced by 
scientific research or findings, regulatory investigations, litigation, media attention and other 
publicity regarding the consumption of medical Marihuana products. There can be no assurance 
that future scientific research, findings, regulatory proceedings, litigation, media attention or other 
research findings or publicity will be favourable to the medical Marihuana market or any particular 
product, or consistent with earlier publicity. Future research reports, findings, regulatory 
proceedings, litigation, media attention or other publicity that are perceived as less favourable than, 
or that question, earlier research reports, findings or publicity could have a material adverse effect 
on the demand for the Company’s products and the business, results of operations, financial 
condition and cash flows of the Company. The Company’s dependence upon consumer 
perceptions means that adverse scientific research reports, findings, regulatory proceedings, 
litigation, media attention or other publicity, whether or not accurate or with merit, could have a 
material adverse effect on the Company, the demand for the Company’s products, and the business, 
results of operations, financial condition and cash flows of the Company. Further, adverse publicity 
reports or other media attention regarding the safety, efficacy and quality of medical Marihuana in 
general, or the Company’s products specifically, or associating the consumption of medical 
Marihuana with illness or other negative effects or events, could have such a material adverse effect. 
Such adverse publicity reports or other media attention could arise even if the adverse effects 
associated with such products resulted from consumers’ failure to consume such products 
appropriately or as directed. 
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Potential Conflicts of Interest 
 
Some of the individuals who are directors or officers of the Company and Valens are also directors 
and/or officers of other reporting and non-reporting issuers. As of the date of this Listing 
Statement, and to the knowledge of the directors and officers of the Company, there are no existing 
conflicts of interest between the Company and any of the individuals who will continue as directors 
or officers following the completion of the Valens Transaction, other than as disclosed herein 
directly or by reference. Additional situations may arise where the directors and/or officers of the 
Company may be in competition with the Company. Any conflicts will be subject to and governed 
by the law applicable to directors’ and officers’ conflicts of interest. In the event that such a conflict 
of interest arises at a meeting of the Company’s directors, a director who has such a conflict will 
abstain from voting for or against the approval of such participation or such terms. In accordance 
with applicable laws, the directors of the Company are required to act honestly, in good faith and 
in the best interests of the Company. 
 
Difficulty to Forecast 
 
The Company must rely largely on its own market research to forecast sales as detailed forecasts 
are not generally obtainable from other sources at this early stage of the medical Marihuana industry 
in Canada. A failure in the demand for its products to materialize as a result of competition, 
technological change or other factors could have a material adverse effect on the business, results 
of operations and financial condition of the Company. 
 
Management of Growth 
 
The Company may be subject to growth-related risks including capacity constraints and pressure 
on its internal systems and controls. The ability of the Company to manage growth effectively will 
require it to continue to implement and improve its operational and financial systems and to 
expand, train and manage its employee base. The inability of the Company to deal with this growth 
may have a material adverse effect on the Company’s business, financial condition, results of 
operations and prospects. 

 
17.2 Additional Security holders Risk 
 

There is no risk that security holders of the Company may become liable to make an additional 
contribution beyond the price of the security. 
 

17.3 Other risks 
 
Subject to the risk factors set out above, there are no other material risk factors that a reasonable 
investor would consider relevant to an investment in the Company Shares.  

 
18. Promoters 

 
 Robert van Santen, the Executive Chairman and Chief Executive Officer of the Company, handles 

all queries from shareholders since the resignation of Wayne Koshman as Chief Executive Officer 
effective September 30, 2014, and may be regarded as a Promotor of the Company. For further 
disclosures see Sections 12, 13, 14 and 15. 
 

19. Legal Proceedings 
 

19.1 On July 16, 2014 a Civil Lawsuit against the Company was filed with the Supreme Court of British 
Columbia. The claim resulted from the plaintiffs’ desire to fund and participate in work-overs of PT 
Sinergi’s initial onshore multi-reservoir oil fields, a project that was ultimately abandoned primarily 
due to the collapse of oil and gas prices. The Company believes that the claims are without merit and 
filed a response and counterclaim on August 18, 2014. The plaintiffs have failed to respond to efforts 
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to arrange discoveries in early 2015. The Company is not a party to any other legal proceedings and 
is not aware of any such proceedings known to be contemplated. 

 
19.2 Regulator Actions 

 
 As of the date of this Listing Statement, none of the Company, Valens, MKHS, or any of their 

respective subsidiaries has been subject to any penalties or sanctions imposed by any court or 
regulatory authority relating to securities legislation or by a securities regulatory authority, nor has 
any party entered into a settlement agreement with a securities regulatory authority, or been subject 
to any other penalties or sanctions imposed by a court or regulatory body or self-regulatory authority 
that are necessary to provide full, true and plain disclosure of all material facts relating to the 
Company’s securities or would be likely to be considered important to a reasonable investor making 
an investment decision. 

 
20. Interest of Management and Others in Material Transactions 

 
20.1 Interest of Management and Others in Material Transactions 

 
 On November 9, 2015 the Company closed the first tranche of a non-brokered private placement of 

2,680 $100.00 Convertible Debentures (collectively the “CDs”) for proceeds of $268,000 
(US$200,000). On January 21, 2016 the second tranche closed, raising a further $363,500 
(US$250,000), as required under the terms of the Company’s LOI and LOC with MKHS. 

 
 Each $100 CD entitles the debenture holder (the “Holder”) thereof to convert into 833 post-

consolidated common shares of the Company, for a period of up to six months (the “Maturity Date”). 
While non-interest-bearing, should the investor fail to convert any or all CDs, up to US$25,000 pro 
rata shall be payable as a bonus to the Holder upon the expiry of the Maturity Date. All securities 
issued in connection with the Offering are subject to a statutory hold period of four months plus a 
day from the date of distribution in accordance with applicable securities legislation. 

  
 The debentures were subscribed for by Westland Capital Advisors S.A. (“Westland”), a non-arm's-

length party to the Company. Robert van Santen, a director and the company's executive chairman 
and chief executive officer, is an executive of Westland, a company in which his family members have 
an indirect interest. 

 
 On February 12, 2016 the Company closed a non-brokered private placement of 3,011,983 post-

consolidated common shares at $0.24 per share for proceeds of $722,876 (approximately US$500,000), 
first announced on November 25, 2015.  The net proceeds of this placement and the recent 
convertible debenture issue are funding the costs associated with the announced MKHS and Valens 
Transactions, the terms and conditions of the binding LOC whereby Genovation acquires MKHS, 
and for general working capital purposes.  

 
 Participants in the $722,876 private placement included two officers of Valens for a total $120,000 

(Tyler Robson $60,000; Dave Gervais $60,000), an independent director of the Company (John 
Binder) for a total of $100,000, a subsequently-elected independent director, Leslie van Santen, as 
trustee of a family trust that subscribed for the amount of $212,376, and as managing director of a 
company that subscribed for $15,000. Robert van Santen, a director and the company's executive 
chairman and chief executive officer, as trustee of a family trust subscribed in the amount of $264,500. 

  
 An Operating Agreement (the “OA”) under a newly formed entity, MKV Ventures 1, LLC (“MKV1”), 

was entered into between MKHS, LLC, the subject of a binding letter of commitment dated 
November 24, 2015 (the “LOC”) under the proposed reverse takeover, and Westland Capital Advisors 
S.A., a company that has provided Genovation convertible debt financing as well as several non-
interest bearing loans. Robert van Santen, a director and the company's executive chairman and chief 
executive officer, is an executive of Westland, a company in which his family members have an indirect 
interest. The OA arrangement met a critical condition precedent to the initial MKHS LOI and LOC 
to provide expansion capital for MKHS’ operations. MKHS and Westland are 50/50 Members of 
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MKV1, which is governed by the OA. However, in the event that MKHS terminates the LOC between 
MKHS and Genovation without grounds, or fails to execute a follow-on agreement as necessary (a 
draft remains outstanding with MKHS’ legal counsel) whereby Genovation acquires both MKHS LLC 
and Valens Agritech Ltd. under the terms as substantially announced in its news release of December 
14, 2015, or MKHS fails to provide annual audited financial statements under IFRS, and as a result 
Genovation elects to terminate the MKHS-Genovation LOI, MKHS’ 50% membership interest in 
MKV1 shall be deemed transferred to Genovation without the need for further documentation. 

 
 No material conflict of interest, either direct or indirect, is currently known to exist with respect to 

any proposed transaction, or any transaction consummated over the three years before the date of this 
Listing Statement, that has affected or will materially affect the Company. Conflicts of interest may 
arise as a result of the proposed directors and officers of the Company also holding positions as 
directors or officers of other companies. Some of those individuals have been and will continue to be 
engaged in the identification and evaluation of assets, businesses and companies on their own behalf 
and on behalf of other companies, and situations may arise where the directors and officers of the 
Company will be in direct competition with the Company. 

 
 The directors and officers of the Company are aware of the existence of laws governing accountability 

of directors and officers for corporate opportunity and requiring disclosure by directors of conflicts 
of interest and the Company will rely upon such laws in respect of any directors' and officers' conflict 
of interest or in respect of any breaches of duty by any of its directors or officers. All such conflicts 
will be disclosed by such directors or officers in accordance with the BCBCA, as applicable, and they 
will govern themselves in respect thereof to the best of their ability in accordance with the obligation 
imposed upon them by law. 

 
21. Auditors, Transfer Agents and Registrars 
 
21.1 Auditor 
   
 The auditor of the Company is Davidson & Company LLP, Chartered Accountants, Twelfth Floor, 

609 Granville Street, Vancouver, B.C., V7Y 1G6. 
 
21.2 Transfer Agent and Registrar 
 
 The registrar and transfer agent of the Company is Computershare Investor Services Inc. at its 

Vancouver office located at 2nd floor, 510 Burrard Street, Vancouver, B.C., V6C 3B9. 
 
22. Material Contracts 

 
 Except for contracts made in the ordinary course of business, there are no material contracts 

entered into by the Company within two years prior to the date hereof which are currently in 
effect. 

 
 

23. Interest of Experts 
 
 No person or company named in this document as having prepared or certified a part of the 

document or a report described in this document and no responsible solicitor or any partner of a 
responsible solicitor’s firm, holds any beneficial interest, direct or indirect, in any securities or 
property of the Company or of an associate or affiliate of the Company. 

 
24. Other Material Facts 
 
 There are no other material facts that are not elsewhere disclosed herein and which are necessary 

in order for this document to contain full, true and plain disclosure of all material facts relating to 
the Company. 
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25. Financial Statements 
 
25.1 The following financial statements are attached hereto as Appendix 1. 
 

Annual audited financial statements of the Company including the auditor’s report from 
Davidson & Company LLP, Chartered Accountants, for the financial year ended April 30, 2016, 
for the financial year ended April 30, 2015 and for the financial year ended April 30, 2014. 

 
 25.2     The following financial statements are attached hereto as Appendix 2. 
 

(i) Annual audited consolidated financial statements of Valens Agritech Ltd., including the auditor’s 
report from Davidson & Company LLP, Chartered Accountants, for the financial year ended 
November 30, 2015, and from incorporation to the period ended November 30, 2014; and 

 
(ii)  Interim unaudited financial statements of Valens Agritech Ltd. for the six months ended May 31, 

2016 (prepared by management). 
 
(iii)  Pro Forma Consolidated Financial Statements of the resulting issuer (prepared by management). 
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CERTIFICATE OF THE ISSUER 
 

Pursuant to a resolution duly passed by its Board of Directors, GENOVATION CAPITAL CORP., hereby 
applies for the listing of the above mentioned securities on the CSE. The foregoing contains full, true and plain 
disclosure of all material information relating to GENOVATION CAPITAL CORP. It contains no untrue 
statement of a material fact and does not omit to state a material fact that is required to be stated or that is 
necessary to prevent a statement that is made from being false or misleading in light of the circumstances in 
which it was made. 

 
Dated at Vancouver, British Columbia this 31st day of October, 2016. 

 
 
 

   “Robert van Santen” “Annie Storey” 
  Robert van Santen 
  Chief Executive Officer 

 

Annie Storey 
Chief Financial Officer 

 

   “Leslie van Santen”
 

  Leslie van Santen 
  Director 
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CERTIFICATE OF THE TARGET 

 
The foregoing contains full, true and plain disclosure of all material information relating to Valens Agritech Ltd. It 
contains no untrue statement of a material fact and does not omit to state a material fact that is required to be stated 
or that is necessary to prevent a statement that is made from being false or misleading in light of the circumstances 
in which it was made. 
 
Dated at Kelowna, British Columbia this 31st day of October, 2016. 
 

 
 

   “Tim Tombe” “Dave Gervais” 
  Tim Tombe 
Secretary 

 

Dave Gervais 
President 

 

 



 
 

 
APPENDIX 1 

 

GENOVATION CAPITAL CORP. 
 

 
 
            The following financial statements are included in Appendix 1: 

 

(i) Annual audited financial statements of the Company including the auditor’s report from Davidson 
& Company LLP, Chartered Accountants, for the financial year ended April 30, 2016; 

(ii) Annual audited financial statements of the Company including the auditor’s report from Davidson 
& Company LLP, Chartered Accountants, for the financial year ended April 30, 2015 and for the 
financial year ended April 30, 2014. 
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APPENDIX 2 

 

VALENS AGRITECH LTD. 
 

 
 
            The following financial statements are included in the appendix: 

 

1.  Annual audited consolidated financial statements of the initial target Valens Agritech Ltd., 
including the auditor’s report from Davidson & Company LLP, Chartered Profess ional 
Accountants, for the financial year ended November 30, 2015 and for the period from incorporation 
ended November 30, 2014. 
 

2. Interim unaudited financial statements of Valens Agritech Ltd. for the three  and  six month 
periods ended May 31, 2016, prepared by management, reviewed by Davidson & Company LLP, 
Chartered Professional Accountants. 

 
3.   Pro forma consolidated financial statements of the Company giving effect to the Transaction. 
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