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FORM 7 
 

MONTHLY PROGRESS REPORT 

Name of Listed Issuer Chalice Brands Ltd. (the “Issuer” or “Chalice”). 

Trading Symbol: CHAL  

Number of Outstanding Listed Securities: 63,044,352  

Date: October 2021  

This Monthly Progress Report must be posted before the opening of trading on the fifth trading 
day of each month.  This report is not intended to replace the Issuer’s obligation to separately 
report material information forthwith upon the information becoming known to management or 
to post the forms required by Exchange Policies.  If material information became known and 
was reported during the preceding month to which this report relates, this report should refer to 
the material information, the news release date and the posting date on the Exchange website. 

This report is intended to keep investors and the market informed of the Issuer’s ongoing 
business and management activities that occurred during the preceding month.  Do not discuss 
goals or future plans unless they have crystallized to the point that they are "material 
information" as defined in the Policies. The discussion in this report must be factual, balanced 
and non-promotional. 
 

General Instructions 

(a) Prepare this Monthly Progress Report using the format set out below.  The sequence of 
questions must not be altered nor should questions be omitted or left unanswered.  The 
answers to the items must be in narrative form.  State when the answer to any item is 
negative or not applicable to the Issuer.  The title to each item must precede the 
answer. 

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

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

Report on Business 
 
1. Provide a general overview and discussion of the development of the Issuer’s business 

and operations over the previous month.  Where the Issuer was inactive disclose this 
fact. 

On March 12, 2020, the World Health Organization (“WHO”) declared a global 
pandemic as a result of the spread of a virus known as COVID-19. The impacts 
on global commerce are expected to be far reaching. This has limited the 
Company’s workforce from travelling to its various state specific jurisdictions. 
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This will likely impact demand for the Company’s products in the near term and 
will also likely impact the Company’s supply chains. It may also impact expected 
credit losses on trade receivables and may cause staff shortages and increased 
government regulations or interventions, which may negatively impact the 
financial condition or results of the Company. The Company has taken effective 
steps to ensure frequent sanitization, social distancing, and abstention from duty 
for employees with illnesses. 
 
As of the date of this report, the Company has experienced minimal disruptions 
in staffing and none of the Company’s facilities have been forced to close. 
Despite this crisis, the Company has experienced significant retail revenue 
growth and overall demand in Oregon was sustained through the date of this 
report.   

2. Provide a general overview and discussion of the activities of management. 
 

Management has been active in the integration and optimization of its newly 
acquired Homegrown Oregon stores with a focus on increasing traffic and 
average ticket size as well as sell through of all Chalice branded products within 
the stores. 

The Company generated revenues from continuing operations of $12.4M and 
$10.2M for the six months ended June 30, 2021 and 2020, respectively, an 
increase of 22% year-over-year. The increase in revenue is primarily due to 
continued growth in the Company’s Oregon businesses, which increased $2.5M 
or 26% year-over-year but offset by the shutdown in Nevada which reported 
$0.4M of revenues in the first half of 2020 compared to $nil in the first half of 
2021. Oregon revenues include $1.2M of Homegrown revenue since the date of 
acquisition.  

The Company recorded revenue of $6.9 million for the three months ended June 
30, 2021, the highest in the Company’s history and a 26% increase compared to 
$5.5 million of revenue for the same period in 2020.  

For the six months ended June 30, 2021, gross profit was $5.6M or 45% of 
revenue, compared with $3.0M, or 30% of revenue, for the six months ended June 
30, 2020. The year-over-year improvement in gross margin is primarily due to 
increased revenues and positive margin contribution from the Company’s Bald 
Peak facility.  

Gross profit for the second quarter of 2021 was $3.1 million or 45% gross profit 
margin compared to $1.3 million or 23% gross profit margin for the same period 
last year.  
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For additional information, please refer to the Interim Condensed Consolidated 
Financial Statements and Management’s Discussion and Analysis (MD&A) for the 
three and six months ended June 30, 2021 and 2020 filed on the SEDAR website at 
www.sedar.com.  

3. Describe and provide details of any new products or services developed or offered. For 
resource companies, provide details of new drilling, exploration or production programs 
and acquisitions of any new properties and attach any mineral or oil and gas or other 
reports required under Ontario securities law. 

Not applicable.  

4. Describe and provide details of any products or services that were discontinued. For 
resource companies, provide details of any drilling, exploration or production programs 
that have been amended or abandoned. 
Not applicable. 

5. Describe any new business relationships entered into between the Issuer, the Issuer’s 
affiliates or third parties including contracts to supply products or services, joint venture 
agreements and licensing agreements etc. State whether the relationship is with a 
Related Person of the Issuer and provide details of the relationship. 
Not applicable.  

6. Describe the expiry or termination of any contracts or agreements between the Issuer, 
the Issuer’s affiliates or third parties or cancellation of any financing arrangements that 
have been previously announced. 
Not applicable. 

7. Describe any acquisitions by the Issuer or dispositions of the Issuer’s assets that 
occurred during the preceding month.  Provide details of the nature of the assets acquired 
or disposed of and provide details of the consideration paid or payable together with a 
schedule of payments if applicable, and of any valuation. State how the consideration 
was determined and whether the acquisition was from or the disposition was to a Related 
Person of the Issuer and provide details of the relationship. 

Not applicable. 

8. Describe the acquisition of new customers or loss of customers. 

Not applicable. 

9. Describe any new developments or effects on intangible products such as brand names, 
circulation lists, copyrights, franchises, licenses, patents, software, subscription lists and 
trade-marks. 
Not applicable. 
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10. Report on any employee hirings, terminations or lay-offs with details of anticipated 
length of lay-offs.  

Not applicable. 

11. Report on any labour disputes and resolutions of those disputes if applicable. 

Not applicable.  
 

12. Describe and provide details of legal proceedings to which the Issuer became a party, 
including the name of the court or agency, the date instituted, the principal parties to 
the proceedings, the nature of the claim, the amount claimed, if any, if the proceedings 
are being contested, and the present status of the proceedings. 

 
Sparks, Nevada  

On August 11, 2020, the Company received a demand letter from the attorneys for the 
landlord of the premises that the Company had been leasing in Sparks, Nevada (the 
"Premises").  

On October 6, 2020, the Landlord filed a Summons and Complaint in the Second 
Judicial District Court for Nevada, Washoe County, alleging breach of contract, breach 
of covenant of good faith and fair dealing and unjust enrichment. The Landlord seeks 
damages in excess of $15,000 in an amount to be proved at trial and attorneys' fees. 
On April 8, 2021, a Discovery Planning Dispute Conference was filed with the Court. 
The Company and its Nevada counsel continue to attempt to settle this case. 
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13. Provide details of any indebtedness incurred or repaid by the Issuer together with the 
terms of such indebtedness. 

Not applicable. 
 

14. Provide details of any securities issued and options or warrants granted. 
 

In September 2019, as part of their new roles, John Varghese and Jeff Yapp each 
subscribed to 1,167,896 restricted common shares at C$1.38 per share, on a non-
brokered basis, for a total of 2,335,792 common shares. The issuance of these 
shares was assisted through an interest-bearing, five-year loan to the executives. 
Of the total shares, half were immediately vested and the other half vest based 
on meeting certain Company performance targets. The arrangement was 
accounted for as stock-based compensation in accordance with IFRS 2 - Share-
based payments.  

In May 2021 this arrangement was extended and modified. In October 2021, the 
Company issued, on a non-brokered basis, an aggregate of 3,807,328 common 
shares, at C$1.38 per share, to certain executives and directors, being 1,379,255 
to Executive Chairman John Varghese, 1,374,906 to CEO Jeff Yapp, and 1,053,167 
to Lead Director Rick Miller. The loan to Mr. Varghese is subject to limited 
recourse. All common shares issued do not have any vesting condition. The 
purpose of the issuances is to provide the executives with a more significant 
financial stake in the success of the Company. The issuances have been 
approved by the disinterested directors of the Company. The loans receivable 
will be recorded during the fourth quarter of 2021.  

15. Provide details of any loans to or by Related Persons. 
Not applicable. 

16. Provide details of any changes in directors, officers or committee members. 
Not applicable. 

17. Discuss any trends which are likely to impact the Issuer including trends in the Issuer’s 
market(s) or political/regulatory trends. 
See item #1. 
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Certificate of Compliance 

 
The undersigned hereby certifies that: 

 
1. The undersigned is a director and/or senior officer of the Issuer and has been duly 

authorized by a resolution of the board of directors of the Issuer to sign this 
Certificate of Compliance. 

 
2. As of the date hereof there was no material information concerning the Issuer 

which has not been publicly disclosed. 
 
3. The undersigned hereby certifies to the Exchange that the Issuer is in compliance 

with the requirements of applicable securities legislation (as such term is defined 
in National Instrument 14-101) and all Exchange Requirements (as defined in 
CNSX Policy 1). 

 
4. All of the information in this Form 7 Monthly Progress Report is true. 

 
 
 
 
 
Dated: November 4, 2021  

 
  Andrew Marchington  
Name of Director or Senior 
Officer 

 
”Andrew Marchington” 

Signature 
Chief Financial Officer  
Official  Capacity 
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