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Item 1: Name and Address of Company 

 Flower One Holdings Inc. (“Flower One” or the “Company”) 
Suite 600 - 20 Richmond Street East 
Toronto, ON  M5C 2R9 

Telephone:  702 469-5269 
 

Item 2: Date of Material Change 

 March 11, 20211 
 

Item 3: News Release 

 The Company issued a news release in Toronto, Ontario on March 11, 2021 via Business Wire. 
 

Item 4: Summary of Material Change 

 
On March 11,2021, Flower One announced: (A) the closing of the second tranche of its 2021 
convertible debenture offering; (B) the satisfaction of certain conditions pursuant to the previously 
announced term loan modification agreement and the lease modification agreement with the 
Company’s secured lender and lessor; (C) agreements to convert amounts owed to certain vendors 
and brand partners of the Company into common shares; and (D) updates related to the Company’s 
proposed restructuring transaction involving its March 2019 and November 2019 convertible 
debentures. 
 

 

Item 5: Full Description of Material Change 

 5.1 Full Description of Material Change 

As noted in the Company’s press release dated March 11, 2021:  

A. Closing of 2021 Convertible Debenture Financing 
The Company has closed the second tranche of its previously announced convertible debenture unit 
financing (the “Offering”), raising aggregate gross proceeds of CAD$8,757,643.92 
(USD$6,896,217.02) (the “Second Tranche”) from a number of strategic investors, including JW 
Asset Management. The second tranche of the Offering includes the issuance of an additional 8,751 
convertible debenture units (each, a “Debenture Unit”) at a price of CAD$1,000 per Debenture Unit.  
Together with the first tranche of the Offering, the Company has issued a total of 21,575 Debenture 
Units, for aggregate gross proceeds of approximately CAD$21,583,835.90 (USD$16,996,217.02). 
 
Each Debenture Unit consists of one 9.0% unsecured convertible debenture of the Company (each a 
“Convertible Debenture”) having a maturity date of three years from the date of issuance (the 
“Maturity Date”) and 1,923 common share purchase warrants (each a “Warrant” and collectively, 
the  “Warrants”), representing a 50% warrant coverage, with each whole Warrant entitling the holder 
thereof to purchase one common share of the Company (a “Warrant Share”) at an exercise price of 
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CAD$0.39 at any time up to 36 months from the date of issuance. In the event that the common shares 
of the Company (each, a  “Common Share” and collectively, the  “Common Shares”) trade on the 
Canadian Securities Exchange (the “CSE”) at a closing price equal to or greater than CAD$0.90 for a 
period of twenty (20) consecutive trading days, the Company may implement an accelerated expiry 
date of the Warrants by giving notice to the holders of the Warrants of the accelerated expiry date and, 
thereafter, any unexercised Warrants will expire on the date that is ninety (90) days following the 
delivery of such notice. 
 
The principal amount of each Convertible Debenture (the “Principal Amount”) will be convertible, 
for no additional consideration, into Common Shares (each a “Conversion Share” and collectively, 
the “Conversion Shares”) at the option of the holder at any time prior to the earlier of: (i) the close of 
business on the Maturity Date, and (ii) the business day immediately preceding the date specified by 
the Company for conversion of the Convertible Debentures upon the Common Shares trading on the 
CSE at a price greater than CAD$0.50 for a period of ten (10) consecutive trading days at a conversion 
price equal to CAD$0.26 (the “Conversion Price”). 
 
The Company may force the conversion of the principal amount of the then outstanding Convertible 
Debentures at the Conversion Price should the trading price of the Common Shares on the CSE be 
greater than $0.50 for a period of ten (10) consecutive trading days. The Principal Amount and the 
interest accrued thereon will otherwise be payable in cash on the Maturity Date, and have a default 
interest rate of an additional 3%, for a total aggregate default interest rate of 12%. 
 
The Convertible Debentures issued under the Second Tranche also provide the holders thereof with the 
option to receive the early repayment of their Convertible Debentures (the “Early Repayment Right”) 
in the event that the previously announced amendments (the “Amendments”) to the Company’s 
debenture indenture dated March 28, 2019 (the “March Debenture Indenture”) are not completed on 
or before June 15, 2021. The Early Repayment Right will terminate and be of no further force and 
effect upon holders representing 66 2/3% of the unsecured convertible debentures issued pursuant to 
the March Debenture Indenture agreeing with the Company to vote in favour of the Amendments. 
 
In connection with the Offering, the Company will pay finder’s fees to certain finders as follows: (i) 
payment in cash in amounts equal to between 2% and 4% of the aggregate gross proceeds from 
investors introduced to the Company by such finders; and (ii) units consisting of one share of common 
stock and one half warrant or, in one case, just warrants to acquire common stock, ranging from 4% to 
6% of the aggregate gross proceeds. 
 
The net proceeds received by the Company from the Offering, including the Second Tranche, are 
intended to be used for working capital, previous debt obligations, general corporate purposes, along 
with regular maintenance and improvements to the facility.  
 
B. Debt Restructuring: Satisfying the New Equity Condition in Modified Agreements with Term 
Lender and Lessor 
As previously announced on January 26, 2021, the Company and its various subsidiaries entered into: 
(i) a Loan Modification Agreement with RB Loan Portfolio II, LLC (the “Term Lender”) with respect 
to its existing USD$30 million term debt (the “Loan Modification Agreement”); and (ii) a Lease 
Modification Agreement with RB Loan Portfolio I, LP (the “Lessor”) with respect to its existing 
USD$16.9 million equipment financing (the “Lease Modification Agreement”, together with the 
Loan Modification Agreement, the “Modified Agreements”). Pursuant to the Modified Agreements, 
the Term Lender and Lessor agreed to forbear certain existing events of default and make amendments 
to the term loan and financing documents which included, among other things, the condition that the 
Company complete convertible debt financing in an amount in aggregate that is equal to or greater than 
USD$15 million (the “New Equity Condition”). As such, the Company is pleased to announce that 
the consummation of the Offering has satisfied the New Equity Condition.  
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C. Vendor Debt to Equity Conversions 
In addition to the consummation of the Offering, the Company has agreed to convert accounts payable 
in the aggregate amount of CAD$413,490, held by certain vendors of the Company, and various brand 
partners including Old Pal, Heavy Hitters, 22Red and Huxton, into Common Shares at a deemed 
conversion price of CAD$0.26 per Common Share for an aggregate of 1,590,347 Common Shares. 
These transactions are in addition to the Company’s vendor conversions announced by the Company 
on February 23, 2021. 
 
“We appreciate the confidence these vendors have placed in the Company – both as suppliers of 
critical goods and services and now also as shareholders. With the support of our brands and other 
critical vendors, the various restructuring advancements led by our CEO and new Board, and the recent 
dramatic improvement of our cultivation, production and sales, the Company now is well-positioned to 
blossom,” said Richard Groberg, Flower One’s Interim CFO. “Coupled with the recent momentum of 
our business and increasing interest from various strategic parties to provide us nondilutive funding, 
this closing provides us a strong financial foundation going forward.” 
 
D. Proposed Restructuring Transaction Updates 
The Company is pleased to announce that, further to its press release dated March 2, 2021, pursuant to 
the certain support agreement (including related joinder agreements, the “Support Agreement”) with 
respect to its proposed restructuring transaction involving the convertible debentures issued by Flower 
One in March 2019 and November 2019, the Company has now secured the support from holders of 
convertible debentures holding over 60% of the principal amount of each of March 2019 and 
November 2019 debentures outstanding. The Company also is pleased to announce that it has reached 
an agreement in principle with the Term Lender to extend the maturity date under its loan agreement 
with the Company to January 26, 2023, which, subject to the approval of the Amendments at the 
Meetings and upon the execution of definitive documentation by the parties, would satisfy a condition 
precedent in the Support Agreement to the consummation of the restructuring transaction involving the 
March 2019 and November 2019 debentures. 
 
In connection with the Support Agreement, the Company’s notice of meeting was filed on March 2, 
2021, providing holders of the Company’s 9.5% convertible  debentures due March 28, 2022 and 
holders of the Company’s 9.5% convertible  debentures due November 15, 2022 with notice of the 
Company’s intention to hold an extraordinary meeting for the holders of each such class of debentures 
virtually on April 15, 2021 (together, the “Meetings”), with the record date for voting at the Meetings 
set for March 12, 2021. The Company will provide further details on the Meetings in due course.   

 5.2 Disclosure for Restructuring Transactions 

 Not applicable. 
 

Item 6: Reliance on subsection 7.1(2) of National Instrument 51-102 

 Not applicable. 
 

Item 7: Omitted Information 

 No significant facts remain confidential and no information has been omitted in this report. 
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Item 8: Executive Officer 

 Name of Executive Officer: Richard Groberg, CFO 

 Telephone Number: 702 469-5269 
 

Item 9: Date of Report 

 March 16, 2021 
 


