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 (EXPRESSED IN UNITED STATES DOLLARS) 

 

NOTICE TO READER 

Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review of the 

interim financial statements, they must be accompanied by a notice indicating that the financial statements have not 

been reviewed by the auditor. 

The accompanying condensed consolidated unaudited interim financial statements of the Company have been prepared 

by and are the responsibility of the Company’s management. 

The Company’s independent auditor has not performed a review of these interim condensed consolidated financial 

statements in accordance with standards established by the Canadian Institute of Chartered Accountants for a review of 

interim financial statements by an entity’s auditor. 
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MM Technology Holdings, LLC and Affiliates 

Unaudited Condensed Interim Combined Statements of Financial Position 

As of September 30, 2020 and December 31, 2019 

(Expressed in United States Dollars) 
 

 
 

The accompanying notes are an integral part of these unaudited condensed interim combined financial statements. 
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MM Technology Holdings, LLC and Affiliates 

Unaudited Condensed Interim Combined Statements of Operations and Comprehensive Loss 

For the Three and Nine Months Ended September 30, 2020 and 2019 

(Expressed in United States Dollars) 
  

 
 

The accompanying notes are an integral part of these unaudited condensed interim combined financial statements.
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MM Technology Holdings, LLC and Affiliates 

Unaudited Condensed Interim Combined Statements of Changes in Members’ Deficit 

For the Nine Months ended September 30, 2020 and 2019 

(Expressed in United States Dollars) 
 
  

 
 

The accompanying notes are an integral part of these unaudited condensed interim combined financial statements. 
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MM Technology Holdings, LLC and Affiliates 

Unaudited Condensed Interim Combined Statements of Cash Flows 

For the Nine Months Ended September 30, 2020 and 2019 

(Expressed in United States Dollars) 
  

 
 Non-Cash Transaction 

 Redemption of membership interest with notes payable was $9,493,619 for the nine months ended September 30, 2019.  

 

The accompanying notes are an integral part of these unaudited condensed interim combined financial statements.
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 Notes to the Unaudited Condensed Interim Combined Financial Statements  

For the Three and Nine Months Ended September 30, 2020 and 2019 
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1.    NATURE OF OPERATIONS 
 

These unaudited condensed interim combined financial statements present the business of MM Technology Holdings, 

LLC and affiliates (MM Technology), representing the activities, assets and liabilities of its wholly owned subsidiary 

Ironton Properties, LLC (Ironton); Mary's Medicinals, LLC, and its wholly owned subsidiary, Mary's Management, LLC 

(Management) (collectively referred to as Medicinals); Mary's Tech CA, Inc. (Mary's CA), Mary's Nutritionals, LLC 

(Nutritionals); Mary's Operations, LLC (Operations); and Mary's Pets, LLC (Pets) that relate to or have been assigned to 

MM Technology; all these entities are collectively referred to as the Company.  

  

The Company manufactures and distributes clinical-grade cannabis products in Colorado and California, licenses their 

cannabis products to be manufactured in states other than Colorado and California, and manufactures and distributes 

other plant-based products throughout the United States. All entities are combined due to common ownership and control. 

 

The head office and principal address of the Company is located at 4985 Ironton Street Denver, CO 80239. 

 

These unaudited condensed interim combined financial statements have been prepared on the going concern basis. The 

going concern basis of presentation assumes that the Company will continue in operation for the foreseeable future and 

will be able to realize its assets and discharge its liabilities in the normal course of business. As of September 30, 2020, 

the Company has incurred an accumulated deficit of approximately $18,371,000. The continued operations of the 

Company are dependent on its ability to generate future cash flows through additional financing or commercialization, 

which have been impacted as a result of the global outbreak of coronavirus (“COVID-19”). Management intends to 

continue to pursue additional financing through its members if required. There is no assurance that additional funding 

will be available on a timely basis or on terms acceptable to the Company. These events or conditions indicate that a 

material uncertainty exists that casts substantial doubts on the Company’s ability to continue as a going concern. 

 

These unaudited condensed interim combined financial statements do not reflect adjustments that would be necessary if 

the going concern assumption were not appropriate. If the going concern basis were not appropriate for these financial 

statements, then adjustments would be necessary in the carrying value of the assets and liabilities, the reported revenue 

and expenses and classifications used in the unaudited condensed statement of financial position. Such differences in 

amounts could be material. 

 

2. BASIS OF PRESENTATION 
 

2.1 Statement of compliance 
 

These unaudited condensed interim combined financial statements for the three and nine months ended September 30, 

2020 (and comparative results for the three and nine months ended September 30, 2019) have been prepared in 

accordance with International Accounting Standard (“IAS”) 34 – Interim Financial Reporting and therefore do not 

contain all disclosures required by International Financial Reporting Standards (“IFRS”). Accordingly, they do not 

include all the information required for full annual financial statements required by IFRS as issued by the International 

Accounting Standards Board (“IASB”). These unaudited condensed interim combined financial statements should be 

read in conjunction with the Company’s combined financial statements for the years ended December 31, 2019 and 2018 

and notes, and have been prepared using the same accounting policies described in Note 3 to the 2019 combined financial 

statements and notes. 
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 Notes to the Unaudited Condensed Interim Combined Financial Statements  

For the Three and Nine Months Ended September 30, 2020 and 2019 
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2. BASIS OF PRESENTATION (Continued) 

 

2.2 Basis of presentation and measurement 

 
These condensed consolidated interim financial statements have been prepared in accordance with International 

Accounting Standard 34 - Interim Financial Reporting using accounting policies consistent with International Financial 

Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board. As such, these interim 

financial statements do not contain all the disclosures required by IFRS for annual financial statements and should be 

read in conjunction with the Company’s audited annual consolidated financial statements.  

 

These condensed consolidated interim financial statements were approved and authorized for issue by the Board of 

Directors of the Company on November 30, 2020. 

  

2.3 Covid-19 Pandemic 
 

On March 11, 2020, the World Health Organization declared the ongoing COVID-19 outbreak as a global health 

emergency. This resulted in governments worldwide enacting emergency measures to combat the spread of the virus, 

including the closure of certain non-essential businesses.  

 

During the nine months ended September 30, 2020, the pandemic did not have a material impact on the Company’s 

operations. As of September 30, 2020, the Company also not observed any material impairments of its assets or a 

significant change in the fair value of assets due to the COVID-19 pandemic. The Company has taken steps to minimize 

the potential impact of the pandemic.  

 

Due to the rapid developments and uncertainty surrounding COVID-19, it is not possible to predict the impact that 

COVID-19 will have on the Company’s business, financial position and operating results in the future. In addition, it is 

possible that estimates in the Company’s financial statements will change in the near term as a result of COVID-19 and 

the effect of any such changes could be material, which could result in, among other things, impairment of long-lived 

assets including intangibles and goodwill. The Company is closely monitoring the impact of the pandemic on all aspects 

of its business. 
 
 

3.  CHANGES IN ACCOUNTING STANDARDS 

 

Changes in accounting standards 

 

Adoption of New Accounting Pronouncements Effective Jan 1, 2020: 

 

i) IAS 1 – Presentation of Financial Statements (“IAS 1”) and IAS 8 – Accounting Policies, Changes in Accounting 

Estimates and Errors (“IAS 8”) were amended in October 2018 to refine the definition of materiality and clarify 

its characteristics. The revised definition focuses on the idea that information is material if omitting, misstating 

or obscuring it could reasonably be expected to influence decisions that the primary users of general-purpose 

financial statements make on the basis of those financial statements. These amendments are effective for annual 

reporting periods beginning on or after January 1, 2020. Earlier adoption is permitted. During the period, the 

Company adopted these amendments and concluded that there was no significant impact on these condensed 

interim combined financial statements. 
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 Notes to the Unaudited Condensed Interim Combined Financial Statements  

For the Three and Nine Months Ended September 30, 2020 and 2019 
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3.  CHANGES IN ACCOUNTING STANDARDS (Continued) 

 

ii) IFRS 3 – Definition of a Business. On October 22, 2018, the IASB issued amendments to IFRS 3 Business 

Combinations that seek to clarify whether a transaction results in an asset acquisition or a business combination. 

The amendments apply to businesses acquired in annual reporting periods beginning on or after January 1, 2020. 

Earlier application is permitted. The definition of a business is narrower which could result in fewer business 

combinations being recognized. During the nine months ended September 30, 2020, the Company adopted these 

amendments and concluded that there was no significant impact on these condensed interim combined financial 

statements. 

 

4. TRADE AND OTHER RECEIVABLES 

 

Accounts receivable are collateralized obligations due under normal trade terms requiring payment within 30 days from 

the invoice date. Accounts receivable are stated at the amount billed to the customer. Based on management’s review of 

balance an ECL amounting to $399,127 (September 30, 2020) and $353,400 (December 31, 2019) has been created. As 

of September 30, 2020 and December 31, 2019, accounts receivable and estimated credit losses consisted of the 

following: 

 

 
 

5.   INVENTORY 

 

As of September 30, 2020 and December 31, 2019, the Company’s inventory includes the following: 
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 Notes to the Unaudited Condensed Interim Combined Financial Statements  

For the Three and Nine Months Ended September 30, 2020 and 2019 
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6.   PROPERTY, PLANT AND EQUIPMENT 

 

As of September 30, 2020 and December 31, 2019, property, plant and equipment consisted of the following: 

 

 
 

7.   INTANGIBLE ASSETS 

 

As of September 30, 2020 and December 31, 2019, intangible assets consisted of the following: 
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For the Three and Nine Months Ended September 30, 2020 and 2019 
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8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

 

As of September 30, 2020 and December 31, 2019, accounts payable and accrued liabilities consisted of: 

 

 
 

9. RIGHT-OF-USE ASSETS AND LEASE OBLIGATIONS 

 

Right of use assets and lease obligations consisted of the following as of September 30, 2020 and December 31, 2019: 

 

 
 

Upon adoption of IFRS 16, the Company recognized lease liabilities in relation to leases which had previously been 

classified as operating leases. These liabilities are measured at the present value of the remaining fixed lease payments, 

discounted using the lessee’s incremental borrowing rate as of January 1, 2019. The weighted average lessee’s 

incremental borrowing rate applied to lease liabilities recognized in these unaudited condensed interim combined 

statements of financial position on January 1, 2020 is 8.66%. 
 

As of September 30, 2020, the current obligation of lease and long-term lease obligations were $339,896 and $1,066,656, 

respectively.  

 

 

 

 



MM Technology Holdings, LLC and Affiliates 

 Notes to the Unaudited Condensed Interim Combined Financial Statements  

For the Three and Nine Months Ended September 30, 2020 and 2019 
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9.   RIGHT-OF-USE ASSETS AND LEASE OBLIGATIONS (Continued) 

 

The following table presents the contractual undiscounted cash flows for lease obligations as of September 30, 2020: 

 
 

10. RELATED PARTY TRANSACTIONS AND BALANCES 

 

Related parties are defined as management and members of the Company and/or members of their immediate family 

and/or other companies and/or entities in which a member or senior officer is a principal owner or senior executive. Other 

than disclosed elsewhere in the unaudited condensed interim combined financial statements, related party transactions 

and balances are as follows: 

 

During 2019, the Company purchased finished goods from a related party at distributor pricings to sell at wholesale 

prices. There were $0 and approximately $286,000 in purchases from this vendor for the nine months ended September 

30, 2019 and September 30, 2020, respectively. Total revenue recorded under this agreement was approximately $37,000 

and $366,000 for the nine months ended September 30, 2020 and 2019, respectively. Transactions were conducted at 

arm’s length. In June 2020, the Company executed a new distribution agreement which superseded the September 2019 

agreement. Distribution income earned under the new agreement was $0 and approximately $39,000 for the nine months 

ended September 30, 2019 and September 30, 2020, respectively. 

 

During the nine months ended September 30, 2020 and September 30, 2019, the Company purchased raw materials from 

a related party at Arm’s length. Total purchases from the related party were approximately $1,670,000 and $152,000 for 

the nine months ended September 30, 2019 and September 30, 2020, respectively. In February 2020, the Company paid 

a $100,000 fee to terminate the purchasing agreement. The early termination fee was recorded within operating expenses. 

 

Per the Third Amended and restated Operating Agreement dated July 20, 2017, the Company incurs a monthly 

management fee of $16,667 commencing August 2018, payable to Rose Management Group, LLC. an affiliate of BR 

Brands. For the nine months ended September 30, 2020 and September 30, 2019, management fees were recorded within 

operating expenses and were approximately $150,000 and $150,000, respectively. 
 

Remuneration of members and key management personnel, of the Company was as follows: 
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For the Three and Nine Months Ended September 30, 2020 and 2019 
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11. LOAN FROM MEMBERS 
 

During 2019, a majority interest in the Company was purchased by BR Brands. Along with the purchase, the Company 

entered into various unsecured promissory notes during 2018, 2019, and 2020 with BR Brands. Interest on these notes 

accrues at 10% per annum through maturity, which is the earlier of May 24, 2020 or the date future capital contributions 

exceeds $20,000,000. Effective May 20, 2020, the maturity date of these notes was extended to January 31, 2021. The 

balance on these notes was $17,385,000 and $16,935,000 as of September 30, 2020 and December 31, 2019, respectively. 

Accrued interest was approximately $2,211,000 and $916,000 as of September 30, 2020 and December 31, 2019, 

respectively. The Company and BR Brands intend to convert these notes to equity upon maturity. 
 

12. CAPITAL MANAGEMENT 
 

The Company defines capital to include its members’ equity. The members have not established 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’s principal objectives in managing capital are: (i) to ensure there is sufficient 

liquidity to fund its operations and capital projects; (ii) to be flexible to take advantage of opportunities that are expected 

to provide satisfactory returns; (iii) to maintain a strong capital base to ensure access to debt and capital markets on an 

as-needed basis; (iv) to provide an adequate rate of return to its members.  

 

The Company manages and adjusts its capital structure considering changes in economic conditions. To maintain or 

adjust its capital structure, the Company may issue debt or new shares. Financing decisions are generally made on a 

specific transaction basis and depend on such things as the Company’s needs, capital markets and economic conditions 

at the time of the transaction.   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 invests all capital that is surplus 

to its immediate operational needs in short-term, liquid and highly rated financial instruments. 

 

13. GENERAL AND ADMINISTRATIVE 

 

As of September 30, 2020 and 2019, General and administrative expenses were comprised of: 
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14. COMMITMENTS AND CONTINGENCIES 

Commitments 

 

Effective August 1, 2019, the Company reached an agreement with a former executive of the Company, in which the 

former executive is to provide consulting services as an independent contractor to the Company for one year in exchange 

for a fee of $18,750 per month. Total expenses incurred under this agreement were approximately $150,000 and $38,000 

for the nine months ended September 30, 2020 and September 30, 2019, respectively. The agreement terminated in 

August 2020 in accordance with the original terms. 

 

Contingencies 
 

The Company's operations are subject to a variety of local and state regulations. Failure to comply with one or more of 

those regulations could result in fines, restrictions on its operations, or losses of permits and/or licenses that could result 

in the Company ceasing operations. While management of the Company believes that the Company was in compliance 

with applicable local and state regulations of September 30, 2020, cannabis regulations continue to evolve and are subject 

to differing interpretations. As a result, the Company may be subject to regulatory fines, penalties, or restrictions in the 

future. 
 

Claims and litigation 
 

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the normal 

course of business. As of September 30, 2020, there were no pending or threatened lawsuits that could reasonably be 

expected to have a material effect on the results of the Company's operations. There are also no proceedings in which 

any of the Company's members, officers or affiliates are an adverse party or have a material interest adverse to the 

Company's interest. 

 

15. FAIR VALUE AND FINANCIAL RISK FACTORS 

 

(a) Fair Value 

 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 

market participants at the measurement date. The fair value measurement is based on the presumption that the transaction 

to sell the asset or transfer the liability takes place either in the principal market for the asset or liability or in the absence 

of a principal market, in the most advantageous market for the asset or liability. The principal or the most advantageous 

market must be accessible by the Company.  
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date. The fair value measurement is based on the presumption that the 

transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability or 

in the absence of a principal market, in the most advantageous market for the asset or liability. The principal or the 

most advantageous market must be accessible by the Company.  

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing 

the asset or liability, assuming that market participants act in their economic best interest. A fair value measurement of 

a non-financial asset takes into account a market participant's ability to generate economic benefits from the asset’s 

highest and best use or by selling it to another market participant that would utilize the asset in its highest and best use. 

 

15. FAIR VALUE AND FINANCIAL RISK FACTORS (Continued) 
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(a) Fair Value (Continued) 

 

The Company uses valuation techniques that are appropriate in the circumstances and for which there is sufficient data 

with unobservable inputs. 

 

All assets and liabilities for which fair value is measured or disclosed in the combined financial statements are categorized 

within the fair value hierarchy. This is described, as follows, based on the lowest level input that is significant to the fair 

value measurement as a whole: 

 

• Level 1 inputs are quoted prices in active markets for identical assets or liabilities at the measurement date. 

 

• Level 2 inputs are observable inputs other than quoted prices included within Level 1, such as quoted prices for similar 

assets or liabilities in active markets, quoted prices for identical assets or liabilities in markets that are not active, or other 

inputs that are observable directly or indirectly. 

 

• Level 3 inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own assumptions and 

are not based on observable market data. 

 

The classification of financial instruments at their carrying and fair values is as follows: 

 

 
15. FAIR VALUE AND FINANCIAL RISK FACTORS (Continued) 
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(a) Fair Value (Continued) 

 

The Company is exposed to credit risk, liquidity risk and interest rate risk. The Company’s management oversees the 

management of these risks. The Company`s management is supported by the external consultants that advise on financial 

risks and the appropriate financial risk governance framework for the Company. The Company’s financial risk activities 

are governed by appropriate policies and procedures and financial risks are identified, measured and managed in 

accordance with Company policies and risk appetite statement. 

 

(b) Credit Risk 

 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 

obligations. Financial instruments which potentially subject the Company to concentrations of credit risk consist of cash 

and accounts receivable. To address its credit risk arising from cash, deposits and accounts receivable, the Company 

ensures to keep these balances with financial institutions of high repute. The Company has not recorded an ECL as all 

amounts are considered to be recoverable and are immaterial. The Company manages its credit exposure by performing 

significant upfront and ongoing credit assessment of its customers and a stringent collection policy, and the concentration 

of risk is not significant due to the diversified customer base. As of September 30, 2020 and December 31, 2019, the 

maximum amount exposed to credit risks was approximately $4,347,000 and $3,196,000 respectively. 

 

(c) Liquidity Risk 

 

Liquidity risk is the risk that the Company is unable to generate or obtain sufficient cash in a cost-effective manner to 

fund its obligations as they come due. The Company’s approach to managing liquidity risk is to ensure that it will have 

sufficient liquidity to meet liabilities when due. The Company manages liquidity risk through obtaining financing from 

its members and third parties. As of September 30, 2020, all trade payables and accrued liabilities are due within a year. 

 

(d) Interest Rate Risk 

 

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

changes in market interest rates. The Company is exposed to interest rate risk on its cash, deposits and membership 

redemption notes.  Cash and deposits bear interest at market rates. The Company’s debts have fixed rates of interest. 

The Company reviews the interest rate on a regular basis as it does not use derivatives to hedge against interest rate risk. 

 

(e) Currency Risk 

 

The operating results and financial position of the Company are reported in United States dollars. As the Company 

operates in an international environment, some of the Company’s financial instruments and transactions are denominated 

in currencies other than the United States dollar. The results of the Company’s operations are subject to currency 

transaction and translation risks. 

 

As of September 30, 2020, the Company had no hedging agreements in place with respect to foreign exchange rates. The 

Company has not entered into any agreements or purchased any instruments to hedge possible currency risks at this time. 

The Company believes that the change in exchange rates will not have a significant impact on financial results. 
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16. SUBSEQUENT EVENTS 

 

On April 22, 2020, BR Brands LLC and Dixie Brands, Inc. (“Dixie”), entered into a definitive agreement to complete a 

reverse takeover business combination (“Transaction”), pursuant to which Dixie will indirectly acquire from BR Brands 

all of the outstanding voting shares of the Company and certain other assets of BR Brands. Following completion of the 

Transaction, BR Brands will obtain control and majority ownership of Dixie. On October 31, 2020, the Transaction was 

completed.  The combined company has been renamed BellRock Brands Inc. 

 

The Company has evaluated subsequent events through November 30, 2020, which is the date these unaudited condensed 

interim combined financial statements were available to be issued. All subsequent events, if any, requiring recognition 

as of September 30, 2020, have been incorporated into these unaudited condensed interim combined financial statements. 

 

 

 

 


