
MANAGEMENT'S DISCUSSION AND ANALYSIS OF MANIFESTSEVEN HOLDINGS CORPORATION  
FOR THE YEAR ENDED NOVEMBER 30, 2020 

 
This Management’s Discussion and Analysis (“MD&A”) of ManifestSeven Holdings Corporation (the “Company” 
or “M7”) has been prepared as of March 31, 2021 and should be read in conjunction with the audited 
consolidated financial statements of the Company as of and for the year ended November 30, 2020. The 
Company’s audited consolidated financial statements and the notes thereto have been prepared in accordance 
with International Financial Reporting Standards (“IFRS”) and are reported in US dollars ($) unless otherwise 
stated. All financial analysis, data and information set out in this MD&A are un-audited. 
 
NON-IFRS MEASURES 
 
The Company uses certain non-IFRS measures, referenced in this MD&A. These measures are not recognized 
measures under IFRS and do not have a standardized meaning prescribed by IFRS and therefore may not be 
comparable to similar measures presented by other companies. Accordingly, these measures should not be 
considered in isolation from nor as a substitute for our financial information reported under IFRS. We use 
non-IFRS measures, including “Adjusted EBITDA”, which may be calculated differently by other companies. 
The Company defines Adjusted EBITDA as net income (loss), or “earnings”, before interest, income tax, 
depreciation and amortization, Share-based payment (including, but not limited to, non-cash transactional 
expenses associated with the Listing), and accretion expense, changes in fair value of derivative liabilities, 
gains and losses on investments and securities, and one-time charges related to acquisition and financing 
related costs. M7 believes Adjusted EBITDA to be a useful measure of the financial performance of the 
Company, as it provides more meaningful operating results by excluding the effects of expenses that are not 
reflective of operating business performance. This supplemental non-IFRS financial measure should not be 
considered superior to, as a substitute for or as an alternative to, and should only be considered in conjunction 
with, the IFRS financial measures presented herein. 
 
FORWARD-LOOKING STATEMENTS 
 
This MD&A includes certain “forward-looking statements” about the Company. All statements, other than 
statements of historical fact, made by the Company that address activities, events or developments that the 
Company expects or anticipates will or may occur in the future are forward-looking statements, including, but 
not limited to, statements preceded by, followed by or that include words such as “may”, “will”, “would”, 
“could”, “should”, “believes”, “estimates”, “projects”, “potential”, “expects”, “plans”, “intends”, “anticipates”, 
“targeted”, “continues”, “forecasts”, “designed”, “goal”, or the negative of those words or other similar or 
comparable words. These statements may include, without limitation, statements regarding the operations, 
business, financial condition, expected financial results, performance, prospects, opportunities, priorities, 
targets, goals, ongoing objectives, milestones, strategies and outlook of the Company, including but not 
limited to statements relating to: 
 

• our expectations regarding our revenue, expenses and operations; 
• our anticipated cash needs and our needs for additional financing; 
• our intention to grow our business and operations; 
• expectations with respect to future production costs and capacity; 
• expectations with respect to the approval of our licenses; 
• expectations with respect to the future growth of our cannabis distribution, delivery, and dispensary 

services; 
• our competitive position and the regulatory environment in which we operate; 
• any commentary related to the legalization of medical and medical cannabis under U.S. federal law 

and the timing related to such legalization; 
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• our intention to exploit opportunities for the distribution, delivery, and dispensary sale of cannabis in 
the U.S.; 

• our belief that it will not trigger any of the U.S. federal enforcement priorities set forth in the Cole 
Memorandum; 

• our expected business objectives for the next twelve months; and 
• our ability to obtain additional funds through the sale of equity or debt commitments.  

 
Forward-looking statements include statements that are predictive in nature and depend upon or refer to 
future events or conditions. Examples of the assumptions underlying the forward-looking statements 
contained herein include, but are not limited to: 
 

• the timing and amount of capital expenditures;  
• future exchange rates;  
• the impact of increasing competition;  
• conditions in general economic and financial markets;  
• access to capital;  
• future operating costs;  
• our ability to successfully execute our plans and intentions; 
• our ability to attract and retain skilled staff; 
• market competition; 
• the products and technology offered by our competitors;  
• that our current good relationships with our suppliers, service providers and other third parties will be 

maintained;  
• government regulations, including future legislative and regulatory developments involving medical 

and recreational marijuana and the timing thereto;  
• obtaining the necessary regulatory approvals;  
• the effects of regulation by governmental agencies;  
• the anticipated changes to laws regarding the recreational use of cannabis;  
• the demand for cannabis and corresponding forecasted increase in revenues; and 
• the size of the medical marijuana market and the recreational marijuana market. 

 
Other assumptions on which the forward-looking information contained herein is predicated are set out in this 
MD&A. 
 
By its nature, forward-looking information is subject to risks and uncertainties, and there are a variety of 
material factors, many of which are beyond the control of the Company, that may cause actual outcomes to 
differ materially from those discussed in the forward-looking statements. These factors include, but are not 
limited to: limited operating history; reliance on management; additional financing; profitability of the 
Company; ongoing costs and obligations; competition; future acquisition or disposition; product liability; 
product recalls; product approvals; promotion and maintenance of brands; dependence on suppliers and 
skilled labour; management of growth; intellectual property risks; security breaches; client acquisitions; 
changes in laws, regulations and guidelines; constraints on marketing products; uncertainty surrounding 
existing protection from U.S. federal prosecution; cannabis continue to be illegal under U.S. federal law; 
volatility in the market price of the Shares; and management's success in anticipating and managing the 
foregoing factors, as well as the risks described under “Risk Factors” and other risks set out in this MD&A. 
 
These forward-looking statements are made as of the date of this MD&A and, other than as specifically 
required by law, the Company does not assume any obligation to update or revise any forward-looking 
statement to reflect events or circumstances after the date on which such statement is made, or to reflect the 
occurrence of unanticipated events, whether as a result of new information, future events or results, or 
otherwise. 
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BUSINESS OF THE COMPANY 
 
M7 operates in the wholesale and retail segments of the cannabis industry in California, the world’s largest 
legal cannabis market. The Company’s goal is to disrupt the California cannabis landscape by seamlessly 
integrating proprietary distribution, delivery, and dispensary operations into a unified statewide platform that 
supports compliant and efficient commerce, both for cannabis businesses and consumers. 
 
M7 has built an integrated infrastructure comprised of industrial warehouse and retail storefront facilities and 
applicable licenses required to conduct cannabis distribution, delivery, and dispensary operations in major 
metropolitan markets throughout California. Its omnichannel platform allows the Company to distribute 
cannabis products on a business-to-business (“B2B”) basis behalf of licensed cannabis operators throughout 
the cannabis supply chain, from cultivators to retailers, as well as on a direct-to-consumer (“DTC”) basis by 
way of all legal retail channels.  
 
Through its B2B division, Highlanders Distribution (highlandersdistro.com), the Company engages in the 
wholesaling, distribution, and transportation of cannabis products—including manufactured finished goods 
and bulk raw materials, such as cannabis flower, biomass, and oil—on behalf of licensed cannabis cultivators, 
manufacturers, distributors, and retailers operating throughout California. Highlanders Distribution provides 
its clients with a comprehensive suite of commercial and compliant services, including secure long-haul and 
“last-mile” logistics, transportation, and fulfillment; sales, brand development, and marketing support; 
storage, warehousing, and consignment; co-packing, packaging, labeling and infusion; and quality assurance 
and arranging for regulatory compliance testing by licensed third-party laboratories. 
 
The Company offers local on-demand delivery of cannabis products directly to consumers through a growing 
portfolio of delivery hubs and storefront dispensaries in major metropolitan markets throughout California 
through its DTC division, Weden (weden.com), as well as through a proprietary subscription-based e-
commerce platform, MyJane (myjane.com), which currently focuses primarily on female consumers. The 
Company also sells ancillary products—including accessories, consumables, and hemp-based CBD products—
directly to end-consumers throughout the U.S. and internationally utilizing proprietary and third-party e-
commerce platforms supported by a centralized fulfillment hub in Arizona. M7’s 1-800-CANNABIS portal ties 
the Company's integrated cannabis operations together with a centralized gateway through which businesses 
and consumers can access the Company’s comprehensive suite of products and solutions.  
 
The Company carefully monitors its product inventory and transaction activity in real-time to determine which 
products are generating traction. This data-driven approach allows the Company to provide its B2B and DTC 
customers with a highly customized product offering, as well as to actively gather intelligence related to 
rapidly-evolving consumer preferences for cannabis products. The Company plans to apply this intelligence to 
the development and production of certain proprietary branded cannabis products that will be distributed and 
sold through its omnichannel platform. Additionally, the Company plans to continue improving the user 
experience of its B2B and DTC customers by implementing enhancements to its existing technology platforms 
and expanding its product offering by purchasing products from a wider selection of vendors and expanding 
into new product categories. 
 
The Company plans to invest in expanding the scope of its B2B and DTC operations by securing additional 
industrial warehouse and retail storefront properties and obtaining applicable licenses required to conduct 
cannabis operations in major metropolitan markets throughout California. The Company has previously 
acquired and plans to continue targeting for acquisition strategic businesses and assets that it believes can 
be complementary to its existing integrated infrastructure and omnichannel platform. 
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Reverse Takeover 
 
The Company, formerly known as P&P Ventures Inc. (“P&P”), was incorporated under the laws of British 
Columbia, Canada on May 31, 2007. On March 28, 2019, P&P entered into a Merger Agreement (as amended, 
the "Merger Agreement") with MJIC, Inc. (“MJIC”) providing for the merger (the “Merger”) of MJIC with 
ManifestSeven, Inc., a wholly-owned subsidiary of P&P ("SubCo"). On September 25, 2020 (“Acquisition 
Date”), the Company completed a reverse takeover (“RTO”) transaction, whereby, pursuant to the Merger 
Agreement, MJIC merged with and into SubCo (the “Merger”), which was the surviving entity of the Merger. 
Prior to the Merger, P&P consolidated its shares on a one new for 1.33333225 old basis and altered its notice 
of Articles to create the following classes of shares: (i) Class A subordinate voting shares (“SVS”); (ii) Class B 
subordinate non-voting shares (“SNVS”); and (iii) Class C proportionate voting shares (“PVS” and, collectively 
with the SVS and SNVS, the “Shares”). Upon completion of the Merger, P&P changed its name to 
“ManifestSeven Holdings Corporation” and the Company has continued to carry out the business operations 
of MJIC. 
 
The Company’s head office and principal address is 111 Pacifica, Suite 100, Irvine, California 92618. The 
Company’s registered and records office address is Suite 300, 1055 West Hastings Street, British Columbia 
V6E 2E9 Canada. The SVS are listed on the Canadian Securities Exchange (“CSE”) under the symbol of “MSVN” 
(“CSE Listing”) and on the OTC Open Market under the symbol “MNFSF”. 
 
RECENT DEVELOPMENTS 
 
The following material events have transpired since the commencement of the fiscal year 2020 in connection 
with the Company’s operations.  
 
Between February 2021 and the date of this report, the Company completed a non-brokered private placement 
of units (each a “2021 Unit”) at a purchase price of CAD $0.40 per 2021 Unit, with each 2021 Unit consisting 
of one SVS and one sixth of one Warrant exercisable into one SVS at an exercise price of CAD $0.50 per SVS 
(“2021 Private Placement”). Pursuant to the 2020 Private Placement, the Company has issued 8,286,513 units 
for aggregate gross proceeds of approximately CAD $3,314,605. 
 
In March 2021, the Company and holders of the Company’s senior secured notes agreed to amendments to 
certain conditions and the waiver of certain rights and remedies under such notes, in consideration for the 
elimination of the conversion feature and the acceleration of the maturity date applicable to certain notes, the 
payment of accruing interest on such notes, and the issuance of issued 301,619 SVS as consideration for 
expenses incurred in connection with amendments to such certain convertible debentures. 
 
In June 2019, the Company entered into a Stock Purchase Agreement to acquire 100% of the issued and 
outstanding equity securities of Healthy Healing Holistic Options, Inc. (“H3O”), which conducts cannabis 
dispensary operations in Santa Ana, California ("H3O Acquisition"). The consideration for the H3O Acquisition 
included a Convertible Secured Promissory Note issued to the sellers (“H3O Sellers”) in the principal amount 
of $6,000,000 ("H3O Note"). As amended in January 2021, the H3O Note: (i) has a principal balance of 
$772,083; (ii) matures in January 2022 (“H3O Note Term”); (ii) carries a non-compounding annual interest 
rate of 18%, payable monthly; and (iv) is convertible at the discretion of the H3O Sellers during the H3O Note 
Term into SVS at a conversion price equal to the higher of (a) $1.00 per SVS or (b) a 20% discount to the 
volume-weighted average price of the SVS for the 10 trading days immediately preceding the conversion date. 
 
Additionally, in January 2021, the Company issued to a third-party private lender a Secured Promissory Note 
in the principal amount of $4,750,000 (“New H3O Note”). The New H3O Note: (i) matures in January 2022, 
which may be extended to January 1, 2023 upon the satisfaction of certain conditions and the payment of an 
extension fee equal to 1% of the then outstanding principal balance under the New H3O Note; and (ii) carries 
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a non-compounding annual interest rate of 18%, payable monthly. The Company has executed the New H3O 
Note as guarantor. The New H3O Note is secured by all assets of H3O and all equity securities of H3O owned 
by the Company. The net proceeds of the New H3O Note were used to partially repay the H3O Note. 
 
In September 2020, the Company completed a private placement offering of 17.5% Subordinated Convertible 
Secured Promissory Notes (each a “17.5% Note”) in the aggregate principal amount of approximately 
$5,410,000. Each 17.5% Note: (i) matures 18 months following the issuance thereof (“17.5% Note Term”); 
(ii) carries an accrued, non-compounding annual interest rate of 17.5%; and (iii) is convertible at the discretion 
of its holder into SVS at a conversion price (the "17.5% Note Conversion Price") of $1.17 per SVS, subject to 
certain adjustments. The holder of each 17.5% Note was issued Warrants exercisable into the number of SVS 
that such holder is entitled to upon conversion of such 17.5% Note at an exercise price equal to the 17.5% 
Note Conversion Price until the date that is three years from the date of the CSE Listing. 
 
Between April and July 2020, the Company issued Subordinated Secured Convertible Promissory Notes (each 
a “15% Note”) in the aggregate principal amount of approximately $2,483,055. Each 15% Note: (i) matures 
18 following the issuance thereof (“15% Note Term”); (ii) carries a non-compounding annual interest rate of 
15%; and (iii) is convertible at the discretion of its holder into SVS. Upon conversion, the converting holder 
of the 15% Note will be issued Warrants exercisable into the number of SVS that such holder is entitled to 
upon conversion of such 15% Note at an exercise price equal to the conversion price applicable to such 15% 
Note until the date that is three years from the date of the CSE Listing. 
 
In January 2020, the Company completed a private placement offering of units (each a “2020 Unit”) at a 
purchase price of $1.50 per 2020 Unit, with each 2020 Unit consisting of three SVS and one and a half 
Warrants exercisable into one SVS at an exercise price of $2.25 per SVS (the “2020 Private Placement”). 
Pursuant to the 2020 Private Placement, the Company issued 518,997 2020 Units for aggregate gross 
proceeds of approximately $2,335,487. 
 
In January 2020, the Company entered into a Stock Purchase Agreement (“DPH Agreement”) to acquire 100% 
of the issued and outstanding equity securities of DPH, which conducts cannabis delivery operations in Davis, 
California ("DPH Acquisition"). The consideration for the DPH Acquisition consisted of: (i) $280,000 in cash; 
(ii) a Convertible Secured Promissory Note of $240,000 issued to one of the sellers (“DPH Sellers”); and (iii) 
a $250,000 earn-out payment in SVS contingent upon the achievement of certain financial milestones. In July 
2020, certain DPH Sellers filed a lawsuit against the Company alleging that the DPH Agreement was terminated 
in accordance with its terms, due to certain alleged breaches including the failure to pay all consideration due 
under the DPH Agreement and to obtain all regulatory approvals required under the DPH Agreement. The 
DPH Sellers are seeking a declaration that the DPH Agreement is terminated and for compensatory and 
consequential damages. In August 2020, the Company filed a cross-complaint alleging the breach by the DPH 
Sellers of the DPH Agreement, including intentionally failing to cooperate with the Company in obtaining 
certain regulatory approvals and improperly attempting to terminate the DPH Agreement. The Company is 
currently seeking compensatory, punitive and exemplary damages against the DPH Sellers. 
 
GOING CONCERN OF OPERATIONS 
 
The audited consolidated financial statements have been prepared with the going concern assumption, which 
assumes that the Company will continue in operation for the foreseeable future and, accordingly, will be able 
to realize its assets and discharge its liabilities in the normal course of operations. To date, the Company has 
incurred losses and negative cash flows from operations from inception that has primarily been funded through 
financing activities. The Company will require further financing to operate and further develop its business. 
The Company’s ability to realize its assets and discharge its liabilities is dependent upon the Company 
obtaining the necessary financing and ultimately upon its ability to achieve profitable operations. These 
material uncertainties may cast significant doubt on the Company’s ability to continue as a going concern. 
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Failure to arrange adequate financing on acceptable terms and/or achieve profitability may have an adverse 
effect on the financial position, results of operations, cash flows and prospects of the Company. These financial 
statements do not give effect to adjustments to assets or liabilities that would be necessary should the 
Company be unable to continue as a going-concern. These adjustments could be material. 
 
SELECTED FINANCIAL INFORMATION 
 
The following selected financial information has been derived from, and is qualified in its entirety by, the 
audited consolidated financial statements of the Company as of and for the year ended November 30, 2020 
and the notes thereto. 
 
Statement of Operations 

  Year Ended November 30, 

   
2020 
($) 

2019 
($) 

Revenue   17,743,301 10,826,037 

Gross Profit   5,528,772 2,805,471 

Operating Expenses   41,546,156 20,932,864 

Adjusted EBITDA   (8,791,479) (16,776,551) 

Income (Loss) From Operations   (36,017,384) (18,127,393) 

Other Income (Expense)   (30,490,660) (5,594,192) 

Net Income (Loss)   (66,508,044) (23,721,585) 

Loss per Share   (0.78) (1.14) 
 
Statement of Financial Position 

   November 30, 

   
2020 
($) 

2019 
($) 

Current Assets   3,755,445 3,324,590 

Total Assets   24,417,225 20,796,433 

Total Liabilities   33,286,783 19,828,588 

Shareholder's Equity (Deficit)   (8,869,558) 967,845 

Cash Dividends Per Share   - - 
 
RESULTS OF OPERATIONS 
 
Year Ended November 30, 2020 
 
Revenue 
 
The Company generated revenue of $17,743,301 for the year ended November 30, 2020, which represents 
an increase of $6,917,264 (64%) from $10,826,037 for the year ended November 30, 2019. This increase in 
revenue was primarily attributable to growth in the Company’s integrated cannabis operations, which was 
partially driven by increased demand for the services offered by Highlanders Distribution, which continued to 
expand its coverage of California and served 248 licensees during the year ended November 30, 2020, which 
represents an 86% year-over-year increase. Additionally, Weden continued to rapidly expand its customer 
base in major markets throughout California, with the number of unique end-users served by its local on-
demand delivery and storefront dispensary operations during fiscal year 2020 increasing 118% year-over-
year, while the average transaction size of Weden delivery orders increased by nearly 10% over the same 
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timeframe. 
 
Gross Profit 
 
The Company generated gross profit of $5,528,772 for the year ended November 30, 2020, which represents 
an increase of $2,723,301 (97%) from $2,805,471 for the year ended November 30, 2019. The Company’s 
gross profit as a percentage of revenue increased from 26% to 31%. This increase in gross profit as a 
percentage of revenue was primarily attributable to increased revenue, efficiencies of merging acquired 
complementary businesses, and shifting product mix. The Company expects gross profit as a percentage of 
revenue to fluctuate going forward as the Company continues to implement its business model and further 
refine its product mix. 
 
Operating Expenses 
 
The Company’s operating expenses were $41,546,156 for the year ended November 30, 2020, which 
represents an increase of $20,613,292 (98%) from $20,932,864 for the year ended November 30, 2019. This 
increase is primarily attributable to Share-based payments of $25,003,305, compared to $895,826 for the 
year ended November 30, 2019. Excluding the Share-based payments and depreciation and amortization 
expense, all other operating expenses were $14,320,251 for the year ended November 30, 2020, which 
represents a decrease of $5,261,771 (27%) for the year, as the Company continued to optimize its cost 
structure and advance on its pathway to net profitability. 
 
Wages and Benefits 
 
The Company’s wages and benefits expense totaled $8,340,246 (2019 - $7,240,627). This increase in wages 
and benefits expense for the year was primarily attributable to the continued expansion of the Company’s 
integrated cannabis operations to new markets in California, resulting in an increase in the number of 
employees in sales and facility management. During the past few quarters, the Company has continued to 
optimize its cost structure, contributing to efficiencies that resulted in the growth in wages and benefits 
expenses being significantly less than the growth in revenues and margins as noted above.  
 
Office and Miscellaneous 
 
The Company’s office and miscellaneous expense totaled $2,933,396 (2019 - $4,038,345) for the year ended 
November 30, 2020. This decrease in office and miscellaneous expense for the year was primarily attributable 
to the Company’s continued efforts to optimize its cost structure during the year ended November 30, 2020. 
 
Professional Fees 
 
The Company’s professional fees expense totaled $1,571,111 (2019 - $5,809,820) for the year ended 
November 30, 2020. This decrease in professional fees expense was primarily attributable to replacing third-
party professional services providers with internal employees in connection with certain capacities related to 
the Company’s efforts to raise capital and preparing the Company for the CSE Listing. 
 
Sales and Marketing 
 
The Company’s sales and marketing expense totaled $953,382 (2019 - $1,697,417) for the year ended 
November 30, 2020. The decrease in sales and marketing expense was primarily attributable to the Company’s 
continued efforts to optimize its cost structure. The Company continued to spend on marketing collateral and 
public relations related to the expansion of the Company’s integrated cannabis operations to new markets in 
California, the Company’s efforts to raise capital, and preparing the Company for the CSE Listing, however 
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much of these expenditures are considered to be incurred in connection with the Merger and the CSE Listing 
and have been reported separate from general sales and marketing expenses. 
 
Share-Based Payments 
 
The Company’s Share-based payment expense totaled $25,003,385 (2019 - $895,826) for the year ended 
November 30, 2020. This increase was largely related to employee and management retention programs 
instituted during the year ended November 30, 2020, in which the Company continued to pursue its growth 
strategy, capital raising activities, and the completion of the RTO and CSE Listing, efforts that collectively 
required continuity and significant contributions from key personnel during a period of financial uncertainty 
presented to the Company and its employees by the coronavirus COVID-19 pandemic. As a result, the 
Company utilized these Share-based payments to ensure no interruption in pursuing its objectives. Additional 
recent issuances of Shares, Options, and Warrants in connection with the RTO and the CSE Listing and have 
been reported as acquisition and listing expense. 
 
Adjusted EBITDA 
 
The Company’s Adjusted EBITDA loss was $8,791,479 for the year ended November 30, 2020, which 
represents a decrease of $7,985,072 (48%) from an Adjusted EBITDA loss of $16,776,551 for the year ended 
November 30, 2019. This decrease is considered more representative of the results of operations as discussed 
above and was primarily attributable to increased revenue and gross profit, and decreased operating expenses 
resulting from the Company’s continued efforts to optimize its cost structure. 
 
Loss From Operations 
 
The Company’s loss from operations was $36,017,384 for the year ended November 30, 2020, which 
represents an increase of $17,889,991 (99%) from a loss of $18,127,393 for the year ended November 30, 
2019. As discussed above, this increase is primarily attributable to Share-based payments. Excluding Share-
based payments, loss from operations during the year ended November would have $11,014,079, which 
represents a decrease of $6,217,488 (36%) for the year. This decrease was primarily attributable to increased 
revenue and gross profit, and decreased operating expenses resulting from the Company’s continued efforts 
to optimize its cost structure. 
 
Net Loss 
 
The Company’s net loss was $66,508,044 (loss per Share - $0.78) for the year ended November 30, 2020, 
which represents an increase of $42,786,459 (180%) from a loss of $23,721,585 (loss per Share - $1.14) for 
the year ended November 30, 2019. The increase in loss is largely attributable to Share-based payments, as 
discussed above, $20,002,192 of acquisition and listing expense related to the RTO and the CSE Listing, 
$10,462,624 of finance costs. Excluding these expenses, net loss would have been $11,039,923 (loss per 
Share - $0.13) for the year ended November 30, 2020, which would have represented a decrease in net loss 
of $10,906,839 (50%) for the year. 
 
SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION 
 
The Company’s consolidated financial statements have been prepared in accordance with accounting policies 
consistent with IFRS as issued by the International Accounting Standards Board (“IASB”) and interpretations 
of the International Financial Reporting Interpretations Committee (“IFRIC”) for all periods presented, and 
have been prepared on an accrual basis and are based on historical costs, modified where applicable. All 
amounts are expressed in US dollars, the Company’s functional and presentation currency. 
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For full detail with respect to the accounting principles that the financial data for the above noted periods has 
been prepared in accordance with, see the Company’s audited consolidated financial statements as of and for 
the year ended November 30, 2020. 
 
LIQUIDITY, FINANCING AND CAPITAL RESOURCES 
 
The Company’s objective when managing its liquidity and capital resources is to generate sufficient cash to 
fund the Company’s operations and organic growth opportunities. The Company periodically evaluates the 
opportunity to raise additional funds through either the public or private placement of equity capital to 
strengthen its financial position and to provide enough working capital for growth and development of its 
business. The Company also evaluates equity capital and debt placement to finance capital expenditures as 
necessary to expand its capacity to produce future sales growth. 
 
The Company raised $3,849,578 of capital through the issuance of SVS and raised an additional $7,509,957 
and $4,986,006, respectively, through the issuance of convertible debentures and notes payable during the 
year ended November 30, 2020. The use of proceeds was for financing operations and organic growth 
opportunities, including working capital, funding capital expenditures, and repayment of notes payable. Cash 
used in operations was $6,332,728. Cash used in investing activities totaled $794,403. 
 
The Company raised $20,457,115 of capital through the issuance of SVS during the year ended November 
30, 2019. The use of proceeds was for capital expenditure and finance of operations, including working capital. 
Cash used in operations was $9,409,890. Cash paid for investing activities totaled $7,881,467. 
 
The Company expects to finance its operations and capital expenditures through the issuance of additional 
SVS, convertible debentures, and notes payable until such time as the Company generates enough sales 
growth and profitability to fund its operations. The Company’s ability to reach profitability is dependent on 
the successful implementation of its business strategy. While management is confident in the success and 
profitability of the business, there can be no assurance that the Company will gain adequate acceptance for 
its products or be able to generate enough gross margins to reach profitability.  
 
As at November 30, 2020, the Company had $1,462,954 in cash. The company had a net working capital 
deficit of $29,531,338, however the financial statements at November 30, 2020 reflect certain notes payable 
and convertible debentures as current liabilities that, due to subsequent amended terms and other 
restructuring, are not expected to be repaid within the next twelve months. In addition, the derivative liability 
is a non-cash balance, the resolution of which is entirely tied to the resolution of the convertible debentures. 
When excluding these balances, working capital deficit was approximately $6.4 million. 
 
OFF-BALANCE SHEET ARRANGEMENTS 
 
The Company does not have any off-balance sheet arrangements. 
 
TRANSACTIONS BETWEEN RELATED PARTIES 
 
Key management personnel include those persons having authority and responsibility for planning, directing 
and controlling the activities of the Company as a whole. The Company has determined that key management 
personnel consist of members of the Company’s Board of Directors and corporate officers. The remuneration 
of directors and key management personnel, not including normal employee compensation, made during the 
year ended November 30, 2020 and 2019 is set out below: 
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 Year Ended November 30, 

 
2020 
($) 

2019 
($) 

Management fees 801,000 1,848,415 

Share-based payments 21,801,001 352,313 
 
OUTSTANDING SHARE DATA 
 
The authorized share capital of the Company consists of: (i) an unlimited number of SVS without par value; 
(ii) an unlimited number of SNVS without par value; and (iii) an unlimited number of PVS without par value. 
 
As of the date of this MD&A, the Company has the following securities issued and outstanding (on an as 
converted to SVS basis): 
 

Securities Expiry Date Exercise Price 

Number of 
Securities 
Outstanding 

    
SVS N/A N/A 98,394,418 

SNVS N/A N/A 29,504,684 

PVS N/A N/A 1,042,339 

Options November 2021 – March 2024 $0.67 – 1.00 8,505,702 

Warrants March 2020 – January 2023 $0.21 - $2.67 55,263,076 

Total 
  

192,710,219 

 
CRITICAL ACCOUNTING ESTIMATES 
 
The preparation of the Company’s financial statements in conformity with IFRS requires management to make 
judgments, estimates, and assumptions about the carrying amounts of assets and liabilities that are not readily 
apparent from other sources. The estimates and associated assumptions are based on historical experience 
and other factors that are considered to be relevant. Actual results may differ from these estimates.  
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised, if the revision affects only that period, 
or in the period of the revision and future periods, if the revision affects both current and future periods.  
 
Significant judgments, estimates and assumptions that have the most significant effect on the amounts 
recognized in the condensed consolidated financial statements relate to the fair value measurements for 
inventory, estimated useful lives and depreciation of property, plant and equipment, valuation of intangibles, 
and valuation of convertible instruments.  
 
New Standard IFRS 15 Revenue From Contracts With Customers 
 
The Company has adopted IFRS 15, Revenue from Contracts with Customers (“IFRS 15”) effective December 
1, 2017. IFRS 15 supersedes IAS 18– Revenue, IAS 11 – Construction Contracts, and other revenue related 
interpretations. The standard outlines the principles that must be applied to measure and recognize revenue 
and the related cash flows. Revenue is recognized at an amount that reflects the consideration to which the 
entity expects to be entitled in exchange for transferring goods or services to a customer. 
 
The principles in IFRS 15 will be applied using the following five steps: 
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1. Identify the contract(s) with a customer 
2. Identify the performance obligation in the contract 
3. Determine the transaction price 
4. Allocate the transaction price to the performance obligation in the contract 
5. Recognize revenue when (or as) the entity satisfies a performance obligation 

 
The Company has concluded that the recognition and measurement of the sale of products in all contracts is 
consistent with the current revenue recognition practice and therefore does not expect any transitional 
adjustment. 
 
New Standard IFRS 9 Financial Instruments 
 
Effective December 1, 2018, the Company adopted all of the requirements of IFRS 9 Financial Instruments 
(“IFRS 9”) on a retroactive basis in accordance with the transitional provisions. IFRS 9 replaces IAS 39 
Financial Instruments: Recognition and Measurement (“IAS 39”). The standard promulgates a revised model 
for recognition and measurement of financial instruments and a single, forward-looking “expected loss” 
impairment model. The adoption of IFRS 9 did not result in any change in the carrying values of any of the 
Company’s financial assets on the transition date; therefore, comparative figures have not been restated. 
 
New Standard IFRS 16 “Leases” 
 
The Company adopted the requirements of IFRS 16 effective December 1, 2019. This new standard replaces 
IAS 17 Leases and the related interpretative guidance. IFRS 16 applies a control model to the identification 
of leases, distinguishing between a lease and a service contract on the basis of whether the customer controls 
the asset being leased. For those assets determined to meet the definition of a lease, IFRS 16 introduces 
significant changes to the accounting by lessees, introducing a single, on-balance sheet accounting model 
that is similar to the current accounting for finance leases, with limited exceptions for short-term leases or 
leases of low value assets. Lessor accounting is substantially changed. 
 
On adoption, the Company’s lease consisted of an office lease. The Company transitioned to the new standard 
using the modified retrospective approach and: 
 

• Measured the lease liability based on the present value of the remaining lease payments discounted 
using the Company’s incremental borrowing rate at December 1, 2019; 

• Measured the right-of-use asset as if IFRS 16 had been applied since the commencement date, but 
discounted using the Company’s incremental borrowing rate at December 1, 2019; and 

• Recording the cumulative difference to deficit. 
 
This adoption resulted in the recognition of additional right of use assets related to its leased premises of 
approximately $5.1 million and lease liability of approximately $5.5 million. The net impact on retained 
earnings on December 1, 2019 was an increase of $361,263.  
 
STANDARDS AND INTERPRETATIONS NOT YET ADOPTED 
 
The Company has reviewed new and revised accounting pronouncements that have been issued but are not 
yet effective. As at November 30, 2020, certain new standards, amendments and interpretations to existing 
standards have been published but are not yet effective and have not been early-adopted by the Company.  
 
Management anticipates that all of the pronouncements will be adopted in the Company’s accounting policies 
for the first period beginning after the effective date of the pronouncement. Information on new standards, 
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amendments and interpretations that are expected to be relevant to the Company’s financial statements is 
provided below. Certain other new standards and interpretations have been issued but are not expected to 
have an impact on the Company’s financial statements. 
 
FINANCIAL INSTRUMENTS 
 
Classification of Financial Instruments 
 
The Company classifies its financial instruments in the following categories: at fair value through profit or loss, 
loans and receivables, held-to-maturity investments, available-for-sale and financial liabilities. The 
classification depends on the purpose for which the financial instruments were acquired. Management 
determines the classification of its financial instruments at initial recognition. 
 
Financial assets are classified at fair value through profit or loss when they are either held for trading for the 
purpose of short-term profit taking, derivatives not held for hedging purposes, or when they are designated 
as such to avoid an accounting mismatch or to enable performance evaluation where a group of financial 
assets is managed by key management personnel on a fair value basis in accordance with a documented risk 
management or investment strategy. Such assets are subsequently measured at fair value with changes in 
carrying value being included in profit or loss. 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not 
quoted in an active market and are subsequently measured at amortized cost. They are included in current 
assets, except for maturities greater than 12 months after the end of the reporting period. These are classified 
as non-current assets. 
 
Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale 
or are not suitable to be classified as financial assets at fair value through profit or loss, loans and receivables 
or held-to-maturity investments and are subsequently measured at fair value unless fair value cannot be 
reliably measured in which case such assets are measured at cost. These are included in current assets to the 
extent they are expected to be realized within 12 months after the end of the reporting period. Unrealized 
gains and losses are recognized in other comprehensive income, except for impairment losses and foreign 
exchange gains and losses on monetary financial assets. 
 
Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortized 
cost. 
 
Regular purchases and sales of financial assets are recognized on the trade-date, the date on which the group 
commits to purchase the asset. 
 
Financial assets are derecognized when the rights to receive cash flows from the investments have expired or 
have been transferred and the Company has transferred substantially all risks and rewards of ownership. At 
each reporting date, the Company assesses whether there is objective evidence that a financial instrument 
has been impaired. In the case of available-for-sale financial instruments, a significant and prolonged decline 
in the value of the instrument is considered to determine whether an impairment has arisen. 
 
Fair Value 
 
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: 
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• Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
• Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly 

or indirectly; and 
• Level 3 – Inputs that are not based on observable market data. 

 
The carrying value of Company’s financial assets and liabilities as at November 30, 2020 and 
2019 approximate their fair value due to their short terms to maturity. 
 
FINANCIAL RISK MANAGEMENT 
 
The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of 
Directors approves and monitors the risk management processes, inclusive of documented investment 
policies, counterparty limits, and controlling and reporting structures.  
 
Credit Risk 
 
Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The 
Company's credit risk is primarily attributable to cash and trade receivables. The Company has no significant 
concentration of credit risk arising from operations. Cash are held with reputable banks in the U.S. which are 
closely monitored by management. Trade receivables are estimated assessed by the Company’s management 
based on prior experience and an assessment of the current economic environment. Management believes 
that the credit risk concentration with respect to financial instruments included in cash and trade receivables 
is insignificant. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 
The Company has a planning and budgeting process in place to help determine the funds required to support 
the Company’s normal operating requirements on an ongoing basis. The Company ensures that there are 
sufficient funds to meet its short-term business requirements, taking into account its anticipated cash flows 
from operations and its holdings of cash. 
 
Historically, the Company's primary source of funding has been the issuance of debt and equity securities for 
cash, primarily through private placements. The Company’s access to financing is always uncertain. There can 
be no assurance of continued access to significant equity funding. 
 
Foreign Exchange Risk  
 
Foreign currency risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate 
because they are denominated in currencies that differ from the respective functional currency. Management 
believes that the foreign exchange risk concentration with respect to financial instruments is insignificant. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in interest rate. The 
Company is exposed to interest rate risk on its cash and debt instruments and has determined there is no 
material exposure related to interest rate risk. 
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REGULATORY OVERVIEW 
 
U.S. Federal Overview 
 
General 
 
Cannabis is a highly regulated industry. While various attempts by government regulators dating back as far 
as two decades have provided what can at best be described as “incomplete” regulatory environments, over 
the past three years states have begun to carefully formulate comprehensive regulations intended to provide 
increasingly unambiguous laws defining legal cannabis operations and also providing clear penalties and 
sanctions for violations. Unlike many other industries, the course and scope of cannabis operations are defined 
by these laws and as a result changes in these laws can have profound positive and negative effects on 
operations, frequently regardless of effectiveness in the marketplace. In California, the primary state where 
the Company’s cannabis operations reside, there are two levels of regulations: state and municipal, both of 
which are discussed below. The U.S. federal government’s continued characterization of cannabis as a 
Schedule I drug has produced significant market fragmentation, both prohibiting interstate movement of 
cannabis products, but also forcing individual states to independently formulate regulations, without any 
oversight or coordination at the federal level. 
 
Federal Cannabis Prohibition  
 
Under U.S. federal law, marijuana is currently a Schedule I drug. Schedule I means the U.S. Drug Enforcement 
Agency considers it to have a high potential for abuse and that it has no practical or medical benefit. While 
management believes that cannabis should not be categorized similar to heroin, LSD and ecstasy (all of which 
are on Schedule I), this is the present status of federal regulation. In practice, the federal government’s 
enforcement or threatened enforcement of this prohibition has run the spectrum from written procedures 
defining circumstances under which the federal government would not enforce its own laws (discussed below) 
to pronouncements from federal officials such as the U. S. Attorney General suggesting an increasing interest 
in federal enforcement. The first written pronouncement by the U.S. government summarizing circumstances 
under which federal enforcement would be lax or nonexistent was the U.S. Department of Justice 
Memorandum drafted by former Deputy Attorney General James Michael Cole in 2013 (the “Cole 
Memorandum”) and FinCEN guidance in 2014. 
 
The Cole Memorandum offered guidance to federal enforcement agencies as to how to prioritize civil 
enforcement, criminal investigations and prosecutions regarding marijuana in all states. The Cole 
Memorandum set forth eight prosecution priorities: 
 

• Prohibiting minors from buying cannabis;  
• Assuring revenues from the sale of cannabis are not generated by criminal enterprises, gangs and 

cartels;  
• Regulating the movement of cannabis from legal states to states where it is illegal;  
• Monitoring state-authorized activities related to cannabis from hiding the trafficking of other illegal 

drugs or other illegal activity;  
• Assuring that violence and the use of firearms in the cultivation and distribution of cannabis are 

carefully regulated;  
• Continuing the unlawfulness of drugged driving and the exacerbation of other adverse public health 

consequences associated with the use of cannabis;  
• Prohibiting the growing of cannabis on public lands and the attendant public safety and environmental 

dangers posed by the production of cannabis on public lands; and  
• Assuring there is no possession or use of cannabis on federal property.  
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In January 2018, U.S. Attorney General, Jeff Sessions, rescinded the Cole Memorandum and thereby created 
a vacuum of guidance for enforcement agencies and the Department of Justice. While other government 
officials have informally suggested that the federal government should work toward legalizing cannabis (as 
recently as remarks by President Trump in June 2018), the M7’s corporate wide policy is to assure state and 
municipal compliance, while also adhering to the Cole Memorandum.  
 
The uncertainty and changing dynamics of the federal government’s position has also created uncertainty 
with the federally regulated banking sector in the U.S. Many banks in states where cannabis is legal, have still 
concluded that it would be illegal for financial institutions that depend on the Federal Reserve’s money transfer 
system to take any proceeds from cannabis sales as deposits. Most if not almost all financial institutions 
presently refuse to risk prosecution of money laundering for providing services to cannabis businesses under 
the U.S. Currency and Foreign Transactions Reporting Act of 1970 (“Bank Secrecy Act”). Under U.S. federal 
law, banks or other financial institutions that provide a cannabis business with a checking account, debit or 
credit card, small business loan, or any other service could be found guilty of money laundering or conspiracy. 
While FinCEN has provided certain guidance suggesting that if the Cole Memorandum is complied with in 
states where cannabis is legal that financial institutions could provide banking services to cannabis businesses, 
it is also clear that FinCEN also concludes that such activities continue to be at the risk of the bank’s 
management. Certainly, banks are not known to take regulatory risks of this magnitude. 
 
While management has discussed with various California based financial institutions the viability of providing 
banking services to the industry and California state lawmakers are reviewing the possibility and benefit of a 
state-chartered bank launched to primarily focus upon the cannabis Industry, there has been no discernable 
progress at this juncture.  
 
California Regulatory Environment  
 
California was the first state to attempt legalization of medical cannabis and it is generally regarded as the 
single largest cannabis market in the world. Prior to 2016, this first attempt at cannabis regulation did not 
provide clear guidance and as a result, the industry responded with a variety of structures and operational 
approaches which predictably failed to support an established marketplace with clear brands, pricing and 
supply channels. As states such as Colorado, Oregon and Washington developed state-wide medical and adult-
use approaches to cannabis legalization, California launched first medical and then adult-use regulatory 
environments, providing the increasing legal certainty which the industry clearly required to flourish.  
 
California Regulatory History  
 
In 1996, California was the first state to legalize medical cannabis through Proposition 215, the Compassionate 
Use Act of 1996 (“CUA”). CUA legalized medical cannabis to be used by patients securing a physician’s 
recommendation. It further required the use of what were characterized as “nonprofit collectives”, producing 
vagueness as to who actually controlled these nonprofit cannabis operations and who was entitled to receive 
compensation and profits from the enterprise. Generally, CUA provided a confusing framework that matched 
patients with an increasingly changing cannabis supply chain. It further became apparent that physicians were 
prepared to liberally provide these recommendations for an expanding variety of ailments claimed by patients. 
The dynamic of regulatory uncertainty coupled with relaxed access to medical recommendations produced an 
uncertain marketplace, with little state oversight. This changed in 2015.  
 
In September 2015, the California legislature began providing regulatory oversight and increasing certainty to 
the cannabis marketplace. The “Medical Cannabis Regulation and Safety Act” (“MCRSA”) was comprised of 
three bills, establishing a licensing and regulatory framework for medical cannabis businesses in California. 
The system created multiple license types across the entire supply chain, with both state and municipal 
approval required to operate. The issue of adult-use was not considered by MCRSA, but 14 months later this 
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also changed.  
 
In November 2016, voters in California passed Proposition 64, the “Adult Use of Cannabis Act” (“AUMA”) 
legalizing adult-use of cannabis for those 21 years of age or older. In June 2017, the California legislature 
passed the “Medicinal and Adult-Use Cannabis Regulation and Safety Act” (“MAUCRSA”) reconciling conflicts 
between MCRSA and AUMA, thereby providing the comprehensive regulatory guidance responsible cannabis 
operators required to begin deploying increasingly well financed operations with accelerating certainty that 
the state and its regulatory framework would now support.  
 
Present California Regulatory Environment  
 
All California regulatory compliance begins at the municipal level. According to Marijuana Business Daily, as 
of February 2019 approximately 67% of all California municipalities and 59% of counties have either prohibited 
commercial cannabis operations in all forms or have not passed any laws related to cannabis. The remaining 
33% of municipalities and 41% of counties have passed a variety of ordinances identifying specific zones 
where cannabis operations may be conducted, specifying whether authorized cannabis operations include 
medicinal only or both medicinal and adult-use cannabis operations, and defining the types of cannabis 
operations authorized. For example, while one municipality may authorize only manufacturing and distribution 
operations, another may limit the maximum number of licenses allowed to be issued, while another still may 
require that each licensee hold licenses covering the entire cannabis supply chain, from cultivation to retail. 
Thus, the first step for a business wishing to engage in cannabis operations is the issuance by a municipality 
or county of an operating permit, authorizing cannabis operations at a specific location.  
 
California has four separate agencies that regulate various aspects of the cannabis supply chain:  
 

• Bureau of Cannabis Control (www.bcc.ca.gov) regulating distribution and transport, consumer sales 
by brick-and-mortar dispensaries and microbusinesses (vertically integrated cannabis operators 
engaging in three of the following four: cultivation, manufacturing, distribution and retail); 

• California Department of Food and Agriculture (CalCannabis) regulating cultivation;  
• Department of Public Health regulating manufacturing and related packaging and edible products; 

and 
• California Department of Tax and Fee Administration monitoring and enforcing the collection of all 

taxes and fees.  
 
In order to legally operate in California cannabis operators must now secure both a municipal license, as well 
as a state license from one of the agencies referenced above. This is the first occasion where an economy the 
size of California (purported to be the sixth largest in the world if it was its own country) has now provided 
comprehensive guidance to cannabis operators regarding the lawful course and scope of their business. It 
also provides detailed tax and fee schedules encouraging the proper compensation of both the cities and the 
state, as well as providing an incentive for government officials and agencies to support the cannabis industry.  
 
RISK FACTORS 
 
Investing in the Company involves significant risks. An investor should carefully consider the risks described 
below. The risks and uncertainties described below are those that the Company currently believes to be 
material, but they are not the only ones that the Company faces. If any of the following risks, or any other 
risks and uncertainties that the Company has not yet identified or that the Company currently consider not to 
be material, actually occur or become material risks, the Company’s business, prospects, financial condition, 
results of operations and cash flows could be materially and adversely affected. In that event, the market 
price of the Shares could decline, and an investor could lose part or all of such investor’s investment.  
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Risks Generally Related to the Company 
 
The Company is a development stage company with little operating history, a history of losses 
and the Company cannot assure profitability 
 
We have been incurring operating losses and cash flow deficits since our inception of operations, as we 
attempt to create an infrastructure to capitalize on the opportunity for value creation that is emerging from 
the relaxing of state and local prohibitions on the cannabis industry in California and nationwide in U.S. on a 
state-by-state basis. Our limited operating history makes it difficult for investors to evaluate our prospects for 
success. Prospective investors should consider the risks and difficulties we might encounter. There is no 
assurance that we will be successful, and the likelihood of success must be considered in light of our relatively 
early stage of operation. 
 
As we have only just begun to generate revenue, it is extremely difficult to make accurate predictions and 
forecasts of our finances. This is compounded by the fact we intend to operate in the cannabis industry, which 
is rapidly transforming. There is no guarantee that our products or services will be attractive to potential 
consumers.  
 
Uncertainty about the Company’s ability to continue as a going concern 
 
The Company has incurred losses and negative cash flows from operations from inception that has primarily 
been funded through financing activities. The Company will need to raise additional capital during the next 
twelve months and beyond to support current operations and planned development. These factors indicate 
the existence of a material uncertainty that may cast significant doubt as to the Company’s ability to continue 
as a going concern. Management intends to finance operating costs over the next twelve months with cash 
on hand and proceeds from a financing done concurrently with the Merger. Such financing may not be 
available or may not be available on reasonable terms. 
 
The Company has a negative cash flow for the most recently ended financial year 
 
The Company had negative operating cash flow for the financial years ended and November 30, 2020. To the 
extent that we have negative operating cash flow in future periods, we may need to allocate a portion of our 
cash reserves to fund such negative cash flow. We may also be required to raise additional funds through the 
issuance of equity or debt securities. There can be no assurance that we will be able to generate a positive 
cash flow from our operations, that additional capital or other types of financing will be available when needed 
or that these financings will be on terms favourable to us. 
 
The Company’s actual financial position and results of operations may differ materially from the 
expectations of the Company’s management 
 
The Company’s actual financial position and results of operations may differ materially from management’s 
expectations. The Company has experienced some changes in its operating plans and certain delays in its 
plan. As a result, the Company’s revenue, net income and cash flow may differ materially from the Company’s 
projected revenue, net income and cash flow. The process for estimating the Company’s revenue, net income 
and cash flow requires the use of judgment in determining the appropriate assumptions and estimates. These 
estimates and assumptions may be revised as additional information becomes available and as additional 
analyses are performed. In addition, the assumptions used in planning may not prove to be accurate, and 
other factors may affect the Company’s financial condition or results of operations. 
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The Company is subject to uncertainty regarding legal and regulatory status and changes 
 
Achievement of the Company’s business objectives is also contingent, in part, upon compliance with other 
regulatory requirements enacted by governmental authorities and obtaining other required regulatory 
approvals. The regulatory regime applicable to the cannabis business the US is currently undergoing significant 
proposed changes and the Company cannot predict the impact of the regime on its business once the structure 
of the regime is finalized. Similarly, the Company cannot predict the timeline required to secure all appropriate 
regulatory approvals for its products, or the extent of testing and documentation that may be required by 
governmental authorities. Any delays in obtaining, or failing to obtain, required regulatory approvals may 
significantly delay or impact the development of markets, products and sales initiatives and could have a 
material adverse effect on the business, results of operations and financial condition of the Company. The 
Company will incur ongoing costs and obligations related to regulatory compliance. Failure to comply with 
regulations may result in additional costs for corrective measures, penalties or in restrictions on the Company’s 
operations. In addition, changes in regulations, more vigorous enforcement thereof or other unanticipated 
events could require extensive changes to the Company’s operations, increased compliance costs or give rise 
to material liabilities, which could have a material adverse effect on the business, results of operations and 
financial condition of the Company.  
 
The Company expects to incur significant ongoing costs and obligations related to its investment 
in infrastructure, growth, regulatory compliance and operations 
 
The Company expects to incur significant ongoing costs and obligations related to its investment in 
infrastructure and growth and for regulatory compliance, which could have a material adverse impact on the 
Company’s results of operations, financial condition and cash flows. In addition, future changes in regulations, 
more vigorous enforcement thereof or other unanticipated events could require extensive changes to the 
Company’s operations, increased compliance costs or give rise to material liabilities, which could have a 
material adverse effect on the business, results of operations and financial condition of the Company. The 
Company’s efforts to grow its business may be costlier than the Company expects, and the Company may not 
be able to increase its revenue enough to offset its higher operating expenses. The Company may incur 
significant losses in the future for a number of reasons, and unforeseen expenses, difficulties, complications 
and delays, and other unknown events. If the Company is unable to achieve and sustain profitability, the 
market price of the Shares may significantly decrease.  
 
There is no assurance that the Company will turn a profit or generate immediate revenues 
 
There is no assurance as to whether the Company will be profitable, earn revenues, or pay dividends. The 
Company has incurred and anticipates that it will continue to incur substantial expenses relating to the 
development and initial operations of its business.  
 
The payment and amount of any future dividends will depend upon, among other things, the Company’s 
results of operations, cash flow, financial condition, and operating and capital requirements. There is no 
assurance that future dividends will be paid, and, if dividends are paid, there is no assurance with respect to 
the amount of any such dividends.  
 
The Company will require additional capital to meet our financial obligations and support 
business growth, and this capital might not be available on acceptable terms or at all 
 
We intend to continue to make significant investments to support our business growth and will require 
additional funds to respond to business challenges, including the need to develop expand our business, 
improve our operating infrastructure and acquire complementary businesses, personnel and technologies. 
Accordingly, we will need to engage in equity or debt financings to secure additional funds. If we raise 
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additional funds through future issuances of equity or convertible debt securities, our existing shareholders 
could suffer significant dilution, and any new equity securities we issue could have rights, preferences and 
privileges superior to those of holders of the SVS. Any debt financing that we secure in the future could involve 
restrictive covenants relating to our capital raising activities and other financial and operational matters, which 
may make it more difficult for us to obtain additional capital and to pursue business opportunities, including 
potential acquisitions. We may not be able to obtain additional financing on terms favorable to us, if at all. If 
we are unable to obtain adequate financing or financing on terms satisfactory to us when we require it, our 
ability to continue to support our business growth and to respond to business challenges could be significantly 
impaired, and our business may be harmed. 
 
There are factors which may prevent the realization of growth targets 
 
We are currently in an expansion stage. Our growth strategy contemplates building our California facilities 
and business units. There is a risk that these additional resources will not be achieved on time, on budget, or 
at all, as they can be adversely affected by a variety of factors, including some that are discussed elsewhere 
in these “Risk Factors” and the following: 
 

• delays in obtaining, or conditions imposed by, regulatory approvals; 
• facility design errors; 
• environmental pollution; non-performance by third party contractors; increases in materials or labour 

costs; construction performance falling below expected levels of output or efficiency; 
• breakdown, aging or failure of equipment or processes; 
• contractor or operator errors; 
• operational inefficiencies; 
• labour disputes, disruptions or declines in productivity; inability to attract sufficient numbers of 

qualified workers; disruption in the supply of energy and utilities; and 
• major incidents and/or catastrophic events such as fires, explosions or storms. 

 
The Company may not be able to effectively manage its growth and operations, which could 
materially and adversely affect its business  
 
The Company has grown by acquisition. If the Company implements its business plan as intended, it may in 
the future experience rapid growth and development in a relatively short period of time. The management of 
this growth will require, among other things, continued development of the Company’s financial and 
management controls and management information systems, stringent control of costs, the ability to attract 
and retain qualified management personnel and the training of new personnel. The Company intends to utilize 
outsourced resources, and hire additional personnel, to manage its expected growth and expansion. Failure 
to successfully manage its possible growth and development could have a material adverse effect on the 
Company’s business and the value of the Shares. 
 
The Company’s business plan involves several strategic partnerships. If these partnerships do 
not materialize, we may be unable to sell our products 
 
Our business plan contemplates several strategic partnerships or relationships that may not necessarily 
materialize during our business development. If these relationships are unsuccessful, or if we are unsuccessful 
in establishing them, we may be unable to effectively develop, manufacture, market and distribute our 
products in accordance with our business plan. 
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The Company may not be able to develop our products, which could prevent it from ever 
becoming profitable 
 
If our cannot successfully develop, manufacture and distribute our products, or if we experience difficulties in 
the development process, such as capacity constraints, quality control problems or other disruptions, we may 
not be able to develop market-ready commercial products at acceptable costs, which would adversely affect 
our ability to effectively establish or expand our market position. If we fail to achieve a low-cost structure 
through economies of scale, we may experience material adverse effects on our commercialization plans and 
our business, prospects, results of operations and financial condition. 
 
The Company may be unable to adequately protect its proprietary and intellectual property 
rights, particularly in the U.S.  
 
As long as cannabis remains illegal under U.S. federal law, the benefit of certain federal laws and protections 
which may be available to most businesses, such as federal trademark and patent protection regarding the 
intellectual property of a business, may not be available to the Company. As a result, the Company’s 
intellectual property may never be adequately or sufficiently protected against the use or misappropriation by 
third parties. In addition, since the regulatory framework of the cannabis industry is in a constant state of 
flux, the Company can provide no assurance that it will ever obtain any protection of its intellectual property, 
whether on a federal, state or local level. 
The Company’s ability to compete may depend on the superiority, uniqueness and value of any intellectual 
property and technology that it may develop. To the extent the Company is able to do so, to protect any 
proprietary rights of the Company, the Company intends to rely on a combination of patent, trademark, 
copyright and trade secret laws, confidentiality agreements with its employees and third parties, and 
protective contractual provisions. Despite these efforts, any of the following occurrences may reduce the value 
of any of the Company’s intellectual property:  
 

• the market for the Company’s products and services may depend to a significant extent upon the 
goodwill associated with its trademarks and trade names, and its ability to register certain of its 
intellectual property under U.S. federal and state law is impaired by the illegality of cannabis under 
U.S. federal law; 

• patents in the cannabis industry involve complex legal and scientific questions and patent protection 
may not be available for some or any products;  

• the Company’s applications for trademarks and copyrights relating to its business may not be granted 
and, if granted, may be challenged or invalidated; 

• issued patents, trademarks and registered copyrights may not provide the Company with competitive 
advantages; the Company’s efforts to protect its intellectual property rights may not be effective in 
preventing misappropriation of any its products or intellectual property; 

• the Company’s efforts may not prevent the development and design by others of products or 
marketing strategies similar to or competitive with, or superior to those the Company develops; 

• another party may assert a blocking patent and the Company would need to either obtain a license or 
design around the patent in order to continue to offer the contested feature or service in its products; 
or 

• the expiration of patent or other intellectual property protections for any assets owned by the 
Company could result in significant competition, potentially at any time and without notice, resulting 
in a significant reduction in sales.  

The effect of the loss of these protections on the Company and its financial results will depend, among other 
things, upon the nature of the market and the position of the Company’s products in the market from time to 
time, the growth of the market, the complexities and economics of manufacturing a competitive product and 
regulatory approval requirements but the impact could be material and adverse. 
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The Company may be forced to litigate to defend its intellectual property rights, or to defend 
against claims by third parties against the Company relating to intellectual property rights  
 
The Company may be forced to litigate to enforce or defend its intellectual property rights, to protect its trade 
secrets or to determine the validity and scope of other parties’ proprietary rights. Any such litigation could be 
very costly and could distract its management from focusing on operating the Company’s business. The 
existence and/or outcome of any such litigation could harm the Company’s business. Further, because the 
content of much of the Company’s intellectual property concerns cannabis and other activities that are not 
legal in some state jurisdictions or under federal law, the Company may face additional difficulties in defending 
its intellectual property rights.  
 
The Company may become subject to litigation, including for possible product liability claims, 
which may have a material adverse effect on the Company’s reputation, business, results from 
operations, and financial condition 
 
The Company may be named as a defendant in a lawsuit or regulatory action. The Company may also incur 
uninsured losses for liabilities which arise in the ordinary course of business, or which are unforeseen, 
including, but not limited to, employment liability and business loss claims. Any such losses could have a 
material adverse effect on the Company’s business, results of operations, sales, cash flow or financial 
condition.  
 
Further, the administration of medical substances to humans can result in product liability claims by 
consumers. Product liability claims can be expensive, difficult to defend and may result in large judgments or 
settlements against us. Furthermore, we may not be able to obtain or maintain adequate insurance or other 
protection against potential liabilities arising from product sales. Product liability claims could also result in 
negative perception of our products or other reputational damage which could have a material adverse effect 
on our business, results of operations, sales, cash flow or financial condition. 
 
The Company’s target market is difficult to quantify, and investors will be reliant on their own 
estimates on the accuracy of market data  
 
Because the cannabis industry is in an early stage with uncertain boundaries, there is a lack of information 
about comparable companies available for potential investors to review in deciding about whether to invest 
in the Company and, few, if any, established companies whose business model the Company can follow or 
upon whose success the Company can build. Accordingly, investors will have to rely on their own estimates 
in deciding about whether to invest in the Company. There can be no assurance that the Company’s estimates 
are accurate or that the market size is sufficiently large for its business to grow as projected, which may 
negatively impact its financial results. The Company regularly purchases and follows market research.  
 
The Company’s industry is experiencing rapid growth and consolidation that may cause the 
Company to lose key relationships and intensify competition 
 
The cannabis industry and businesses ancillary to and directly involved with cannabis businesses are 
undergoing rapid growth and substantial change, which has resulted in an increase in competitors, 
consolidation and formation of strategic relationships. Acquisitions or other consolidating transactions could 
harm the Company in a number of ways, including by losing strategic partners if they are acquired by or enter 
into relationships with a competitor, losing customers, revenue and market share, or forcing the Company to 
expend greater resources to meet new or additional competitive threats, all of which could harm the 
Company’s operating results. As competitors enter the market and become increasingly sophisticated, 
competition in the Company’s industry may intensify and place downward pressure on retail prices for its 
products and services, which could negatively impact its profitability. The Company continues to sell Shares 
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for cash to fund operations, capital expansion, mergers and acquisitions that will dilute the current 
shareholders.  
 
The Company may be subject to product recalls for product defects self-imposed or imposed by 
regulators 
 
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 our products are recalled due to an alleged product defect or for any other reason, we could be required 
to incur the unexpected expense of the recall and any legal proceedings that might arise in connection with 
the recall. We 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 we have detailed procedures in place for testing our 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 our significant brands were subject to recall, the image of 
that brand and our could be harmed. A recall for any of the foregoing reasons could lead to decreased demand 
for our products and could have a material adverse effect on our results of operations and financial condition. 
Additionally, product recalls may lead to increased scrutiny of our operations by regulatory agencies, requiring 
further management attention and potential legal fees and other expenses. 
 
The Company is reliant on key inputs, such as water and utilities, and any interruption of these 
services could have a material adverse effect on our finances and operation results 
 
Our business is dependent on several key inputs and their related costs including raw materials and supplies 
related to our operations, as well as electricity, water and other local utilities. Any significant interruption or 
negative change in the availability or economics of the supply chain for key inputs could materially impact our 
business, financial condition and operating results. Any inability to secure required supplies and services or to 
do so on appropriate terms could have a materially adverse impact on our business, financial condition and 
operating results. 
 
The Company faces competition from other companies where it will conduct business that may 
have higher capitalization, more experienced management or may be more mature as a business 
 
An increase in the companies competing in this industry could limit the ability of the Company to expand its 
operations. Current and new competitors may have better capitalization, a longer operating history, more 
expertise and able to develop higher quality equipment or products, at the same or a lower cost. The Company 
cannot provide assurances that it will be able to compete successfully against current and future competitors. 
Competitive pressures faced by the Company could have a material adverse effect on its business, operating 
results and financial condition. 
 
If the Company is unable to attract and retain key personnel, it may not be able to compete 
effectively in the cannabis market 
 
The Company’s success has depended and continues to depend upon its ability to attract and retain key 
management, including the Company’s Chief Executive Officer, Chief Operating Officer, and technical experts. 
The Company will attempt to enhance its management and technical expertise by continuing to recruit 
qualified individuals who possess desired skills and experience in certain targeted areas. The Company’s 
inability to retain employees and attract and retain sufficient additional employees or engineering and technical 
support resources could have a material adverse effect on the Company’s business, results of operations, 
sales, cash flow or financial condition. Shortages in qualified personnel or the loss of key personnel could 
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adversely affect the financial condition of the Company, results of operations of the business and could limit 
the Company’s ability to develop and market its cannabis-related products. The loss of any of the Company’s 
senior management or key employees could materially adversely affect the Company’s ability to execute the 
Company’s business plan and strategy, and the Company may not be able to find adequate replacements on 
a timely basis, or at all. The Company does not maintain key person life insurance policies on any of the 
Company’s employees.  
 
There is no assurance that the Company will obtain and retain any relevant licenses 
 
Current and new state or local licenses obtained in the U.S. are expected to be subject to ongoing compliance 
and reporting requirements, as well as, in certain cases, annual renewal thereof. Failure by the Company to 
comply with the requirements of licenses or any failure to maintain licenses would have a material adverse 
impact on the business, financial condition and operating results of the Company. Should any jurisdiction in 
which the Company requires a license not issue, extend or renew such license or should it extend or renew 
such license on different terms, or should it decide to issue more than the total anticipated number of licenses, 
the business, financial condition and results of the operation of the Company could be materially adversely 
affected.  
 
Historically, the Company, through one of its operating subsidiaries, contractually provides management 
services to three entities licensed to conduct commercial cannabis operations in California that are owned in 
whole, or in part, by an executive of the Company. For accounting purposes, it has been deemed that the 
Company effectively controls these licensed entities, and, as such, these licensed entities have been 
consolidated into the financial statements of the Company in accordance with the relevant accounting 
standards. However, the Company has not disclosed the Company or its operating subsidiary as an owner of 
these licensed entities with the relevant regulatory bodies. There is a risk that the relevant regulatory bodies 
could deem that the Company and/or its operating subsidiary are owners of these licensed entities, but have 
not been properly disclosed as such, which could subject the Company and these licensed entities to adverse 
action by the relevant regulatory bodies. 
 
Failure to successfully integrate acquired businesses, its products and other assets into the 
Company, or if integrated, failure to further the Company’s business strategy, may result in the 
Company’s inability to realize any benefit from such acquisition 
 
Failure to successfully integrate acquired businesses, its products and other assets into the Company, or if 
integrated, failure to further the Company’s business strategy, may result in the Company’s inability to realize 
any benefit from such acquisition.  
 
The Company has grown and expects to continue growing by acquiring businesses. The consummation and 
integration of any acquired business, product or other assets into the Company may be complex and time 
consuming and, if such businesses and assets are not successfully integrated, the Company may not achieve 
the anticipated benefits, cost-savings or growth opportunities. Furthermore, these acquisitions and other 
arrangements, even if successfully integrated, may fail to further the Company’s business strategy as 
anticipated, expose the Company to increased competition or other challenges with respect to the Company’s 
products or geographic markets, and expose the Company to additional liabilities associated with an acquired 
business, technology or other asset or arrangement.  
 
When the Company acquires cannabis businesses, it may obtain the rights to applications for licenses as well 
as licenses; however, the procurement of such applications for licenses and licenses generally will be subject 
to governmental and regulatory approval. There are no guarantees that the Company will successfully 
consummate such acquisitions, and even if the Company consummates such acquisitions, the procurement of 
applications for licenses may never result in the grant of a license by any state or local governmental or 
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regulatory agency and the transfer of any rights to licenses may never be approved by the applicable state 
and/or local governmental or regulatory agency. 
 
The Company currently has insurance coverage; however, because the Company operates within 
the cannabis industry, there are additional difficulties and complexities associated with such 
insurance coverage 
 
The Company believes that it and its subsidiaries currently have insurance coverage with respect to workers’ 
compensation, general liability, fire and other similar policies customarily obtained for businesses to the extent 
commercially appropriate; however, because the Company is engaged in and operates within the cannabis 
industry, there are exclusions and additional difficulties and complexities associated with such insurance 
coverage that could cause the Company to suffer uninsured losses, which could adversely affect the 
Company’s business, results of operations, and profitability. There is no assurance that the Company will be 
able to fully utilize such insurance coverage, if necessary.  
 
The Company could be liable for fraudulent or illegal activity by its employees, contractors and 
consultants resulting in significant financial losses to claims against the Company 
 
The Company is exposed to the risk that its employees, independent contractors and consultants may engage 
in fraudulent or other illegal activity. Misconduct by these parties could include intentional, reckless and/or 
negligent conduct or disclosure of unauthorized activities to the Company that violate government regulations. 
It is not always possible for the Company to identify and deter misconduct by its employees and other third 
parties, and the precautions taken by the Company to detect and prevent this activity may not be effective in 
controlling unknown or unmanaged risks or losses or in protecting the Company from governmental 
investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws or 
regulations. If any such actions are instituted against the Company, and it is not successful in defending itself 
or asserting its rights, those actions could have a significant impact on the Company’s business, including the 
imposition of civil, criminal and administrative penalties, loss of relevant licenses damages, monetary fines, 
contractual damages, reputational harm, diminished profits and future earnings, and curtailment of the 
Company’s operations, any of which could have a material adverse effect on the Company’s business, financial 
condition and results of operations.  
 
The Company will be reliant on information technology systems and may be subject to damaging 
cyber-attacks 
 
The Company has entered into agreements with third parties for hardware, software, telecommunications and 
other information technology (“IT”) services in connection with its operations. The Company’s operations 
depend, in part, on how well it and its suppliers protect networks, equipment, IT systems and software against 
damage from a number of threats, including, but not limited to, cable cuts, damage to physical plants, natural 
disasters, intentional damage and destruction, fire, power loss, hacking, computer viruses, vandalism and 
theft. The Company’s operations also depend on the timely maintenance, upgrade and replacement of 
networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the risks of 
failures. Any of these and other events could result in information system failures, delays and/or increase in 
capital expenses. The failure of information systems or a component of information systems could, depending 
on the nature of any such failure, adversely impact the Company’s reputation and results of operations.  
 
The Company has not experienced any material losses to date relating to cyber-attacks or other information 
security breaches, but there can be no assurance that the Company will not incur such losses in the future. 
The Company’s risk and exposure to these matters cannot be fully mitigated because of, among other things, 
the evolving nature of these threats. As a result, cyber security and the continued development and 
enhancement of controls, processes and practices designed to protect systems, computers, software, data 
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and networks from attack, damage or unauthorized access is a priority. As cyber threats continue to evolve, 
the Company may be required to expend additional resources to continue to modify or enhance protective 
measures or to investigate and remediate any security vulnerabilities. 
 
The Company’s officers and directors may be engaged in a range of business activities resulting 
in conflicts of interest 
 
The Company may be subject to various potential conflicts of interest because some of its officers and directors 
may be engaged in a range of business activities. In addition, the Company’s executive officers and directors 
may devote time to their outside business interests, so long as such activities do not materially or adversely 
interfere with their duties to the Company. In some cases, the Company’s executive officers and directors 
may have fiduciary obligations associated with these business interests that interfere with their ability to 
devote time to the Company’s business and affairs and that could adversely affect the Company’s operations. 
These business interests could require significant time and attention of the Company’s executive officers and 
directors.  
 
In addition, the Company may also become involved in other transactions which conflict with the interests of 
its directors and the officers who may from time-to-time deal with persons, firms, institutions or companies 
with which the Company may be dealing, or which may be seeking investments similar to those desired by it. 
The interests of these persons could conflict with those of the Company. In addition, from time to time, these 
persons may be competing with the Company for available investment opportunities. Conflicts of interest, if 
any, will be subject to the procedures and remedies provided under applicable laws. In particular, if 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 
 
In certain circumstances, the Company’s reputation could be damaged 
 
Damage to the Company’s reputation can be the result of the actual or perceived occurrence of any number 
of events, and could include any negative publicity, whether true or not. The increased usage of social media 
and other web-based tools used to generate, publish and discuss user-generated content and to connect with 
other users has made it increasingly easier for individuals and groups to communicate and share opinions and 
views regarding the Company and its activities, whether true or not. Although the Company believes that it 
operates in a manner that is respectful to all stakeholders and that it takes care in protecting its image and 
reputation, the Company does not ultimately have direct control over how it is perceived by others. Reputation 
loss may result in decreased investor confidence, increased challenges in developing and maintaining 
community relations and an impediment to the Company’s overall ability to advance its projects, thereby 
having a material adverse impact on financial performance, financial condition, cash flows and growth 
prospects. 
 
We are subject to risks arising from epidemic diseases, such as the recent outbreak of the 
COVID-19 illness. 
 
The recent outbreak of the COVID-19, which has been declared by the World Health Organization to be a 
“pandemic” has spread across the globe and is impacting worldwide economic activity. A public health 
epidemic, including COVID-19, or the fear of a potential pandemic, poses the risk that we or our employees, 
contractors, suppliers, and other partners may be prevented from conducting business activities for an 
indefinite period of time, including due to shutdowns or other preventative measures taken to limit the 
potential impact from a public health epidemic that may be requested or mandated by governmental 
authorities. 
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Our priorities during the COVID-19 pandemic are protecting the health and safety of its employees and our 
customers, following the recommended actions of government and health authorities. In the future, the 
pandemic may cause reduced demand for our products and services if, for example, the 
pandemic results in a recessionary economic environment. Our operations are currently ongoing as the 
cultivation, processing and sale of cannabis products is currently considered an essential business by all states 
in which we operate with respect to all customers. Our ability to continue to operate without any significant 
negative operational impact from the COVID-19 pandemic will in part depend on our ability to protect our 
employees, customers and supply chain, as well as our continued designation as “essential” in states where 
we do business that currently or in the future impose restrictions on business operations. 
 
While it is not possible at this time to estimate the impact that COVID-19 (or any other actual or potential 
pandemic) could have on our business, the continued spread of COVID-19 (or any other actual or potential 
pandemic) and the measures taken by the governments of countries affected could disrupt the supply chain 
and the manufacture or shipment or sale of our products and adversely impact our business, financial condition 
or results of operations. It could also affect the health and availability of our workforce at our facilities, as well 
as those of our suppliers, particularly those in China and India. The COVID-19 outbreak and mitigation 
measures may also have an adverse impact on global economic conditions which could have an adverse effect 
on our business and financial condition. The extent to which the COVID-19 outbreak impacts our results will 
depend on future developments that are highly uncertain and cannot be predicted, including new information 
that may emerge concerning the severity of the virus and the actions to contain its impact.  
 
Because cannabis remains federally illegal, it is possible that we would not be eligible to participate in any 
government relief programs (such as federal loans or access to capital) resulting from COVID-19 or any other 
actual or potential pandemic. 
 
Risk Factors Related to the Regulatory System 
 
Regulatory regime 
 
The business and activities of the Company are heavily regulated in all jurisdictions where it will carry on 
business. The Company’s operations will be subject to various laws, regulations and guidelines by 
governmental authorities. Laws and regulations, applied generally, grant government agencies and self-
regulatory bodies broad administrative discretion over the activities of the Company, including the power to 
limit or restrict business activities as well as impose additional disclosure requirements on the Company’s 
products and services. Achievement of the Company’s business objectives is contingent, in part, upon 
compliance with regulatory requirements enacted by governmental authorities and obtaining all regulatory 
approvals, where necessary, for the sale of its products. The Company cannot predict the impact of the 
compliance regime that is implementing for the U.S. cannabis industry. Similarly, the Company cannot predict 
the time required to secure all appropriate regulatory approvals for its products, or the extent of testing and 
documentation that may be required by governmental authorities. Any delays in obtaining, or failure to obtain 
regulatory approvals would significantly delay the development of markets and products and could have a 
material adverse effect on the business, results of operations and financial condition of the Company. 
 
The Company will incur ongoing costs and obligations related to regulatory compliance in the U.S. Failure to 
comply with regulations may lead to possible sanctions including the revocation or imposition of additional 
conditions on licenses to operate the Company’s business, the suspension or expulsion from a particular 
market or jurisdiction or of its key personnel, and the imposition of fines and censures. In addition, changes 
in regulations, more vigorous enforcement thereof or other unanticipated events could require extensive 
changes to the Company’s operations, increased compliance costs or give rise to material liabilities, which 
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could have a material adverse effect on the business, results of operations and financial condition of the 
Company. 
 
Changes in laws, regulations and guidelines 
 
The Company’s operations will be subject to various laws, regulations, guidelines and licensing requirements 
in the U.S. While, with the exception of U.S. federal laws and regulations which continue to classify cannabis 
as a Schedule I controlled substance, the Company is expected to be in compliance with all such laws, any 
changes to such laws, regulations, guidelines and policies due to matters beyond the control of the Company 
could have a material adverse effect on the Company’s business, results of operations and financial condition. 
Additionally, as noted above, cannabis remains a Schedule I controlled substance under U.S. federal law, and 
the Company’s activities in the states of the U.S. in which the Company operates may constitute a violation 
of U.S. federal criminal laws applicable to such conduct, including, but not limited to, the Controlled Substances 
Act, anti-money laundering laws, and the Racketeer Influenced and Corrupt Organizations Act. 
 
The Company is subject to certain legal constraints in marketing its products 
 
The development of the Company’s business and operating results may be hindered by applicable restrictions 
on sales and marketing activities imposed by government regulatory bodies. The regulatory and legal 
environments in the U.S., particularly the existence of federal criminal laws that may prohibit certain marketing 
of cannabis, limits companies’ abilities to compete for market share in a manner similar to other industries. If 
the Company is unable to effectively market its products and compete for market share, or if the costs of 
compliance with government legislation and regulation cannot be absorbed through increased selling prices 
for its products, the Company’s sales and results of operations could be adversely affected. 
 
Environmental risk and regulation 
 
The Company’s operations are subject to environmental regulation in the various jurisdictions in which it will 
operate. These regulations mandate, among other things, the maintenance of air and water quality standards 
and land reclamation. They also set forth limitations on the generation, transportation, storage and disposal 
of solid and hazardous waste. Environmental legislation is evolving in a manner which will require stricter 
standards and enforcement, increased fines and penalties for non-compliance, more stringent environmental 
assessments of proposed projects and a heightened degree of responsibility for companies and their officers, 
directors (or the equivalent thereof) and employees. There is no assurance that future changes in 
environmental regulation, if any, will not adversely affect the Company’s operations. 
 
Government approvals and permits are currently, and may in the future, be required in connection with the 
Company’s operations.  
 
Failure to comply with applicable laws, regulations and permitting requirements may result in enforcement 
actions thereunder, including orders issued by regulatory or judicial authorities causing operations to cease 
or be curtailed, and may include corrective measures requiring capital expenditures, installation of additional 
equipment, or remedial actions. The Company may be required to compensate those suffering loss or damage 
by reason of its operations and may have civil or criminal fines or penalties imposed for violations of applicable 
laws or regulations. 
 
Amendments to current laws, regulations and permits governing the production of medical cannabis, or more 
stringent implementation thereof, could have a material adverse impact on the Company and cause increases 
in expenses, capital expenditures or production costs or reduction in levels of production or require 
abandonment or delays in development. 
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Our business success is reliant upon our ability to identify compliant locations and to secure 
applicable licenses to conduct cannabis operations 
 
As various locations within California and throughout the U.S. legalize cannabis our ability to efficiently identify 
locations and license opportunities will determine our eventual financial success. There can be no assurance 
that we will be successful in identifying such opportunities and if we do identify them that we will be successful 
in securing control over a location or license opportunity. 
 
Public opinion and perception about the cannabis industry can impact the Company’s business 
 
Government policy changes or public opinion may also result in a significant influence over the regulation of 
the cannabis industry the U.S. Public opinion and support for medical and adult-use cannabis has traditionally 
been inconsistent and varies from jurisdiction to jurisdiction. While public opinion and support appears to be 
rising for legalizing medical and adult-use cannabis, it remains a controversial issue subject to differing 
opinions surrounding the level of legalization (for example, medical cannabis as opposed to legalization in 
general). A negative shift in the public’s perception of cannabis in the U.S. or any other applicable jurisdiction 
could affect future legislation or regulation. Among other things, such a shift could cause state jurisdictions 
to abandon initiatives or proposals to legalize medical and/or adult-use cannabis, thereby limiting the number 
of new state jurisdictions into which the Company could expand. Any inability to fully implement the 
Company’s expansion strategy may have a material adverse effect on its business, results of operations or 
prospects. 
 
The Company’s business could be impacted by the economic environment 
 
The Company’s operations could be affected by general economic conditions should the unemployment level, 
interest rates or inflation reach levels that influence consumer trends, and consequently, impact the 
Company’s sales and profitability. As well, general demand for banking services and alternative banking or 
financial services cannot be predicted, and future prospects of such areas might be different from those 
predicted by the Company’s management. 
 
The Company’s business could be impacted by global financial conditions 
 
Following the onset of the credit crisis in 2008, global financial conditions were characterized by extreme 
volatility and several major financial institutions either went into bankruptcy or were rescued by governmental 
authorities. While global financial conditions subsequently stabilized, there remains considerable risk in the 
system given the extraordinary measures adopted by government authorities to achieve that stability. Global 
financial conditions could suddenly and rapidly destabilize in response to future economic shocks, as 
government authorities may have limited resources to respond to future crises. 
 
Future economic shocks may be precipitated by a number of causes, including a rise in the price of oil, 
geopolitical instability and natural disasters. Any sudden or rapid destabilization of global economic conditions 
could impact the Company’s ability to obtain equity or debt financing in the future on terms favourable to the 
Company. Additionally, any such occurrence could cause decreases in asset values that are deemed to be 
other than temporary, which may result in impairment losses. Further, in such an event, the Company’s 
operations and financial condition could be adversely impacted.  
 
Furthermore, general market, political and economic conditions, including, for example, inflation, interest and 
currency exchange rates, structural changes in the cannabis industry, supply and demand for commodities, 
political developments, legislative or regulatory changes, social or labour unrest and stock market trends will 
affect the Company’s operating environment and its operating costs, profit margins and Share price. Any 
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negative events in the global economy could have a material adverse effect on the Company’s business, 
financial condition, results of operations or prospects. 
 
Risks Specifically Related to the U.S. 
 
Cannabis continues to be a controlled substance under the U.S. federal Controlled Substances 
Act 
 
The Company will be directly engaged in the medical and adult-use cannabis industry in the U.S. in those 
states which have legalized medical and/or adult-use cannabis; however, all such activities remain illegal 
under U.S. federal law. Investors are cautioned that even in those states in the U.S. which have legalized 
medical or adult-use cannabis, the growing, processing, and distribution of cannabis is highly regulated. To 
our knowledge, there are to date a total of 36 states, and the District of Columbia, Puerto Rico, Guam, the 
U.S. Virgin Islands, and the Northern Mariana Islands that have legalized medical cannabis in some form, 
including California, although not all states have fully implemented their legalization programs. Eleven states, 
the District of Columbia, Puerto Rico, Guam, the U.S. Virgin Islands, and the Northern Mariana Islands have 
legalized cannabis for adult use. Fourteen additional states have legalized high-CBD, low THC oils for a limited 
class of patients. But cannabis continues to be categorized as a Schedule I controlled substance under the 
federal Controlled Substances Act. A Schedule I drug is considered to have a high potential for abuse, no 
accepted medical use in the U.S., and a lack of accepted safety for the use of the substance under medical 
supervision. Federal law prohibits commercial production and sale of Schedule I controlled substances, and 
as such, cannabis-related activities, including without limitation, the importation, cultivation, manufacture, 
distribution, sale and possession of cannabis remain illegal under U.S. federal law. It is also illegal to aid or 
abet such activities or to conspire or attempt to engage in such activities. Strict compliance with state and 
local laws with respect to cannabis may neither absolve the Company of liability under U.S. federal law, nor 
provide a defense to any federal proceeding brought against the Company. An investor’s contribution to and 
involvement in such activities may result in federal civil and/or criminal prosecution, including, but not limited 
to, forfeiture of his, her or its entire investment, fines, and/or imprisonment. 
 
Although the Cole Memorandum has been rescinded, the U.S. Congress has repeatedly enacted legislation to 
protect the medical marijuana industry from prosecution. The U.S. Congress has passed appropriations bills 
each of the last four years that included the Rohrabacher Amendment Title: H.R.2578 — Commerce, Justice, 
Science, and Related Agencies Appropriations Act, 2016, which by its terms does not appropriate any federal 
funds to the U.S. DOJ for the prosecution of medical cannabis offenses of individuals who are in compliance 
with State medical cannabis laws. Subsequent to the issuance of the Sessions Memorandum on January 4, 
2018, the U.S. Congress passed its omnibus appropriations bill, SJ 1662, which for the fourth consecutive year 
contained the Rohrabacher-Blumenauer Amendment language (formerly, the “Leahy Amendment” and 
currently the “Joyce Amendment”) and continued the protections for the medical cannabis marketplace and 
its lawful participants from interference by the DOJ up and through the 2018 appropriations deadline of 
September 30, 2018. In September 2018, U.S. Congress passed the Continuing Appropriations Act, 2019 that 
extends the deadline of the March 2018 omnibus spending bill until December 7, 2018. Following the much-
publicized shutdown of the U.S. Federal Government, the Consolidated Appropriations Act of 2019 was signed 
into law on February 15, 2019 with the Joyce Amendment intact (section 538). On June 20, 2019, the House 
voted 267–165 to approve a broader amendment that in addition to protecting state medical cannabis 
programs also protected recreational. On September 26, 2019 the Senate Appropriations Committee declined 
to take up the broader amendment but did approve the Joyce Amendment for the FY 2020 spending bill. On 
September 27 the Joyce Amendment was renewed as part of a stopgap spending bill, in effect through 
November 21, 2019. 
 
Violations of any federal laws and regulations could result in significant fines, penalties, administrative 
sanctions, convictions or settlements arising from civil proceedings conducted by either the federal 
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government or private citizens, or criminal charges and penalties, including, but not limited to, disgorgement 
of profits, cessation of business activities, divestiture, forfeiture of property or funds or prison time. This could 
have a material adverse effect on the Company, including its reputation and ability to conduct business, its 
holding (directly or indirectly) of medical and adult-use cannabis licenses in the U.S., its financial position, 
operating results, profitability or liquidity or the market price of its publicly traded Shares. In addition, it is 
difficult for the Company to estimate the time or resources that would be needed for the investigation or 
defense of any such matters or its final resolution because, in part, the time and resources that may be needed 
are dependent on the nature and extent of any information requested by the applicable authorities involved, 
and such time or resources could be substantial. 
 
Some of the Company’s planned business activities, while believed to be compliant with 
applicable U.S. state and local law, are illegal under federal law 
 
Although certain states and territories of the U.S. authorize medical or adult-use production and distribution 
of cannabis by licensed or registered entities, under federal law in the U.S., the possession, use, cultivation, 
and transfer of cannabis and any related drug paraphernalia is illegal, and any such acts are criminal acts 
under federal law under any and all circumstances under the Controlled Substances Act. An investor’s 
contribution to and involvement in such activities may result in federal civil and/or criminal prosecution, 
including forfeiture of his, her or our entire investment. 
 
Since the possession and use of cannabis and any related drug paraphernalia is illegal under federal law in 
the U.S., we may be deemed to be aiding and abetting illegal activities through the contracts it has entered 
into and the products that it intends to provide. We intend to manufacture, distribute and sell medical 
cannabis. As a result, U.S. law enforcement authorities, in their attempt to regulate the illegal use of cannabis 
and any related drug paraphernalia, may seek to bring an action or actions against the Company, including, 
but not limited, a claim regarding our possession, use and sale of cannabis, and aiding and abetting another’s 
criminal activities. The Federal aiding and abetting statute provides that anyone who “commits an offense 
against the U.S. or aids, abets, counsels, commands, induces or procures our commission, is punishable as a 
principal.” As a result of such an action, we may be forced to cease operations and our investors could lose 
their entire investment. Such an action would have a material negative effect on our business and operations. 
 
Uncertainty surrounding existing protection from U.S. federal prosecution 
 
Pursuant to the Joyce Amendment, the DOJ was prohibited through November 21, 2019 from expending any 
funds for the prosecution of medical cannabis businesses operating in compliance with state and municipal 
laws pursuant to the Rohrabacher-Blumenauer Amendment. If the Joyce Amendment or an equivalent thereof 
is not successfully included in the next or any subsequent federal omnibus spending bill, the protection which 
has been afforded thereby to U.S. medical cannabis businesses in the past would lapse, and such businesses 
would be subject to a higher risk of prosecution under federal law. Although unlikely, there is a possibility that 
all amendments may be banned from federal omnibus spending bills, and if this occurs and the substantive 
provisions are not included in the base federal omnibus spending bill or other law, these protections would 
lapse.  
 
Approach to federal enforcement of cannabis laws may be subject to change 
 
As a result of the conflicting views between states and the federal government regarding cannabis, 
investments in, and the operations of, cannabis businesses in the U.S. are subject to inconsistent laws and 
regulations. The Cole Memorandum issued by former Deputy Attorney General James Cole on August 29, 
2013 and other Obama-era cannabis policy guidance, discussed below, and provided the framework for 
managing the tension between federal and state cannabis laws. Subsequently, as discussed below, then 
Attorney General Jeff Sessions rescinded the Cole Memorandum and related policy guidance. Although no 
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longer in effect, these policies, and the enforcement priorities established within, appear to continue to be 
followed during the Trump administration and remain critical factors that inform the past and future trend of 
state-based legalization. 
 
The Cole Memorandum directed U.S. Attorneys not to prioritize the enforcement of federal cannabis laws 
against individuals and businesses that comply with state medical or adult-use cannabis regulatory programs, 
provided certain enumerated enforcement priorities (such as diversion or sale of cannabis to minors) were 
not implicated. In addition to general prosecutorial guidance issued by the DOJ, the U.S. Department of the 
Treasury’s Financial Crimes Enforcement Network issued the FinCEN Memorandum on February 14, 2014 
outlining Bank Secrecy Act-compliant pathways for financial institutions to service state-sanctioned cannabis 
businesses, which echoed the enforcement priorities outlined in the Cole Memorandum. On the same day the 
FinCEN Memorandum was published, the DOJ issued complimentary policy guidance directing prosecutors to 
apply the enforcement priorities of the Cole Memorandum when determining whether to prosecute individuals 
or institutions with crimes related to financial transactions involving the proceeds of cannabis-related activities. 
 
On January 4, 2018, then Attorney General Jeff Sessions rescinded the Cole Memorandum and all other related 
Obama-era DOJ cannabis enforcement guidance. While the rescission did not change federal law, as the Cole 
Memorandum and other DOJ guidance documents were not themselves laws, the rescission removed the 
DOJ’s formal policy that state-regulated cannabis businesses in compliance with the Cole Memorandum 
guidelines should not be a prosecutorial priority. Notably, former Attorney General Sessions’ rescission of the 
Cole Memorandum has not affected the status of the FinCEN Memorandum issued by the Department of 
Treasury, which remains in effect. In addition to his rescission of the Cole Memorandum, Attorney General 
Sessions issued the Sessions Memorandum. The Sessions Memorandum explains the DOJ’s rationale for 
rescinding all past DOJ cannabis enforcement guidance, claiming that Obama-era enforcement policies are 
“unnecessary” due to existing general enforcement guidance adopted in the 1980s, in chapter 9.27.230 of 
the USAM. The USAM enforcement priorities, like those of the Cole Memorandum, are based on the use of 
the federal government’s limited resources and include “law enforcement priorities set by the Attorney 
General,” the “seriousness” of the alleged crimes, the “deterrent effect of criminal prosecution,” and “the 
cumulative impact of particular crimes on the community.” Although the Sessions Memorandum emphasizes 
that cannabis is a federally illegal Schedule I controlled substance, it does not otherwise instruct U.S. Attorneys 
to consider the prosecution of cannabis-related offenses a DOJ priority, and in practice, most U.S. Attorneys 
have not changed their prosecutorial approach to date. However, due to the lack of specific direction in the 
Sessions Memorandum as to the priority federal prosecutors should ascribe to such cannabis activities, there 
can be no assurance that the federal government will not seek to prosecute cases involving cannabis 
businesses that are otherwise compliant with state law. 
 
Such potential proceedings could involve significant restrictions being imposed upon the Company or third 
parties, while diverting the attention of key executives. Such proceedings could have a material adverse effect 
on the Company’s business, revenues, operating results and financial condition as well as the Company’s 
reputation and prospects, even if such proceedings were concluded successfully in favour of the Company. In 
the extreme case, such proceedings could ultimately involve the criminal prosecution of key executives of the 
Company, the seizure of corporate assets, and consequently, the inability of the Company to continue its 
business operations. Strict compliance with state and local laws with respect to cannabis does not absolve the 
Company of potential liability under U.S. federal law, nor provide a defense to any federal proceeding which 
may be brought against the Company. Any such proceedings brought against the Company may adversely 
affect the Company’s operations and financial performance. 
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The Company is operating at a regulatory frontier; the cannabis industry is a new industry that 
may not succeed 
 
Should the federal government in the U.S. change course and decide to prosecute those dealing in medical 
or adult-use cannabis under applicable law, there may not be any market for our products and services in the 
U.S. 
 
cannabis is a new industry subject to extensive regulation, and there can be no assurance that it will grow, 
flourish or continue to the extent necessary to permit us to succeed. We are treating the cannabis industry as 
a deregulating industry with significant unsatisfied demand for our proposed products and will adjust our 
future operations, product mix and market strategy as the industry develops and matures. 
 
Risks associated with banking, financial transactions, and anti-money laundering laws and 
regulations 
 
The Company will be subject to a variety of laws and regulations domestically and in the U.S. that involve 
money laundering, financial recordkeeping and proceeds of crime, including the Bank Secrecy Act, as amended 
by Title III of the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept 
and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), and any related or similar rules, regulations or 
guidelines, issued, administered or enforced by governmental authorities in the U.S. Since the cultivation, 
manufacture, distribution and sale of cannabis remains illegal under the Controlled Substances Act, banks and 
other financial institutions providing services to cannabis-related businesses risk violation of federal anti-
money laundering statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-remitter statute (18 U.S.C. 
§ 1960) and the Bank Secrecy Act, among other applicable federal statutes. Banks or other financial 
institutions that provide cannabis businesses with financial services such as a checking account or credit card 
in violation of the Bank Secrecy Act could be criminally prosecuted for willful violations of money laundering 
statutes, in addition to being subject to other criminal, civil, and regulatory enforcement actions. Banks often 
refuse to provide banking services to businesses involved in the cannabis industry due to the present state of 
the laws and regulations governing financial institutions in the U.S. The lack of banking and financial services 
presents unique and significant challenges to businesses in the cannabis industry. The potential lack of a 
secure place in which to deposit and store cash, the inability to pay creditors through the issuance of checks 
and the inability to secure traditional forms of operational financing, such as lines of credit, are some of the 
many challenges presented by the unavailability of traditional banking and financial services. These statutes 
can impose criminal liability for engaging in certain financial and monetary transactions with the proceeds of 
a “specified unlawful activity” such as distributing controlled substances which are illegal under federal law, 
including cannabis, and for failing to identify or report financial transactions that involve the proceeds of 
cannabis-related violations of the Controlled Substances Act. The Company may also be exposed to the 
foregoing risks.  
 
As previously introduced, in February 2014, FinCEN issued the FinCen Memorandum providing instructions to 
banks seeking to provide services to cannabis-related businesses. The FinCEN Memorandum states that in 
some circumstances, it is permissible for banks to provide services to cannabis-related businesses without 
risking prosecution for violation of the Bank Secrecy Act. It refers to supplementary guidance that former 
Deputy Attorney General James M. Cole issued to federal prosecutors relating to the prosecution of money 
laundering offenses predicated on cannabis-related violations of the Controlled Substances Act. Although the 
FinCEN Memorandum remains in effect today, it is unclear at this time whether the current administration will 
follow the guidelines of the FinCEN Memorandum. Overall, the DOJ continues to have the right and power to 
prosecute crimes committed by banks and financial institutions, such as money laundering and violations of 
the Bank Secrecy Act, that occur in any state, including in states that have legalized the applicable conduct 
and the DOJ’s current enforcement priorities could change for any number of reasons. A change in the DOJ’s 
enforcement priorities could result in the DOJ prosecuting banks and financial institutions for crimes that 
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previously were not prosecuted. If the Company does not have access to a U.S. banking system, its business 
and operations could be adversely affected.  
 
The Racketeer Influenced Corrupt Organizations Act (“RICO”) may also criminalize cannabis-related activities. 
RICO is a federal statute providing criminal penalties in addition to a civil cause of action for acts performed 
as part of an ongoing criminal organization. Under RICO, it is unlawful for any person who has received income 
derived from a pattern of racketeering activity (which includes most felonious violations of the Controlled 
Substances Act), to use or invest any of that income in the acquisition of any interest, or the establishment 
or operation of, any enterprise which is engaged in interstate commerce. RICO also authorizes private parties 
whose properties or businesses are harmed by such patterns of racketeering activity to initiate a civil action 
against the individuals involved. Although RICO suits against the cannabis industry are rare, a few cannabis 
businesses have been subject to a civil RICO action. Defending such a case has proven extremely costly, and 
potentially fatal to a business’ operations. 
 
In the event that any of the Company’s operations, or any proceeds thereof, any dividends or distributions 
therefrom, or any profits or revenues accruing from such operations in the U.S. were found to be in violation 
of money laundering legislation or otherwise, such transactions may be viewed as proceeds of crime under 
one or more of the statutes noted above or any other applicable legislation. This could restrict or otherwise 
jeopardize our ability to declare or pay dividends, effect other distributions, and subject the Company to civil 
and/or criminal penalties. Furthermore, while there are no current intentions to declare or pay dividends on 
the Shares in the foreseeable future, in the event that a determination was made that the Company’s proceeds 
from operations (or any future operations or investments in the U.S.) could reasonably be shown to constitute 
proceeds of crime, we may decide or be required to suspend declaring or paying dividends without advance 
notice and for an indefinite period of time. The Company could likewise be required to suspend or cease 
operations entirely.  
 
The Company may not be able to complete build-out of its facilities or obtain and/or renew all 
necessary municipal and state licenses and permits, which could, among other things, delay or 
prevent us from becoming profitable 
 
The Company’s ability to complete the build-out of, and commence and continue operations at, its facilities is 
subject to obtaining and/or renewing all necessary building permits, municipal business licenses and other 
necessary municipal and state licenses and approvals. There can be no certainty that such permits, licenses, 
and approvals will be granted, or, if granted, will be granted within the proposed timeframe or on terms 
expected by the Company, and/or renewed. If such permit, licenses, and approvals are not obtained within 
the proposed timeframe and/or renewed, the Company may not realize the expected benefits and could suffer 
adverse consequences, including loss of investor confidence and other material adverse effects on its business. 
 
The Company’s business success is reliant upon its ability to identify compliant locations and to 
secure applicable licenses to conduct its cannabis operations 
 
As various location within California and throughout the U.S. legalize cannabis, the Company’s ability to 
efficiently identify locations and license opportunities will determine its eventual financial success. There can 
be no assurance that the Company will be successful in identifying such opportunities and if the Company 
does identify them that it will be successful in securing control over a location or license opportunity. 
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State and municipal laws and regulations may heavily regulate brands and forms of cannabis 
and there is no guarantee that our proposed products and brands will be approved for sale and 
distribution in any state 
 
States generally only allow the manufacture, sale and distribution of cannabis that are grown in that state 
and may require advance approval of such products. Certain states and municipal jurisdictions have 
promulgated certain requirements for approved cannabis based on the form of the product and the 
concentration of the various cannabinoids in the product. While the Company intend to follow the guidelines 
and regulations of each applicable state and municipal jurisdiction in preparing products for sale and 
distribution, there is no guarantee that such products will be approved to the extent necessary. If the products 
are approved, there is a risk that any state or municipal jurisdiction may revoke our approval for such products 
based on changes in laws or regulations or based on our discretion or otherwise. Following guidance under 
the Cole Memorandum, the Company is not planning on the export of cannabis beyond California. In the 
event, the Company expands into other U.S. jurisdictions, we plan to undertake no cross-border commerce 
between states until the federal regulatory environment permits such commerce to occur.  
 
Federal and state forfeiture laws 
 
Violations of any federal laws and regulations could result in significant fines, penalties, administrative 
sanctions, convictions or settlements arising from civil proceedings conducted by either the federal 
government or private citizens, or criminal charges, including, but not limited to, seizure of assets, 
disgorgement of profits, cessation of business activities or divestiture. As an entity that conducts business in 
the cannabis industry, the Company will be potentially subject to federal and state forfeiture laws (criminal 
and civil) that permit the government to seize the proceeds of criminal activity. Civil forfeiture laws could 
provide an alternative for the federal government or any state (or local police force) that wants to discourage 
residents from conducting transactions with cannabis related businesses but believes criminal liability is too 
difficult to prove beyond a reasonable doubt. Also, an individual can be required to forfeit property considered 
to be the proceeds of a crime even if the individual is not convicted of the crime, and the standard of proof 
in a civil forfeiture matter is lower than the standard in a criminal matter. Depending on the applicable law, 
whether federal or state, rather than having to establish liability beyond a reasonable doubt, the federal 
government or the state, as applicable, may be required to prove that the money or property at issue is 
proceeds of a crime only by either clear and convincing evidence or a mere preponderance of the evidence. 
 
Shareholders of the Company located in states where cannabis remains illegal may be at risk of prosecution 
under federal and/or state conspiracy, aiding and abetting, and money laundering statutes, and be at further 
risk of losing their investments or proceeds under forfeiture statutes. Many states remain fully able to take 
action to prevent the proceeds of cannabis businesses from entering their state. Because state legalization is 
relatively new, it remains to be seen whether these states would take such action and whether a court would 
approve it. Members and prospective members of the Company should be aware of these potentially relevant 
federal and state laws in considering whether to invest in the Company. 
 
Negative impact of regulatory scrutiny on raising capital 
 
The Company’s business activities will rely on newly established and/or developing laws and regulations in 
multiple jurisdictions. These laws and regulations are rapidly evolving and subject to change with minimal 
notice. Regulatory changes may adversely affect the Company’s profitability or cause it to cease operations 
entirely. The cannabis industry may come under scrutiny or further scrutiny by the U.S. Food and Drug 
Administration, Securities and Exchange Commission, the DOJ, the Financial Industry Regulatory Authority or 
other applicable federal, state, or non-governmental regulatory authorities or self-regulatory organizations. It 
is impossible to determine the extent of the impact of any new laws, regulations or initiatives that may be 
proposed, or whether any proposals will become law. The regulatory uncertainty surrounding the Company’s 
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industry may adversely affect the business and operations of the Company, including without limitation, the 
costs to remain compliant with applicable laws and the impairment of its ability to raise additional capital, 
create a public trading market in the U.S. for securities of the Company or to find a suitable acquirer, which 
could reduce, delay or eliminate any return on investment in the Company.  
 
Risk of regulatory or political change 
 
The success of the Company’s business strategy depends on the legality of the cannabis industry. The political 
environment surrounding the cannabis industry in general can be volatile and the regulatory framework 
remains in flux. To our knowledge, there are to date a total of 33 states and the District of Columbia, Puerto 
Rico and Guam that have legalized cannabis in some form, including California, and additional states have 
pending legislation regarding the same; however, the risk remains that a shift in the regulatory or political 
realm could occur and have a drastic impact on the industry as a whole, adversely impacting the Company’s 
business, results of operations, financial condition or prospects.  
 
Delays in enactment of new state or federal regulations could restrict the Company’s ability to reach strategic 
growth targets and lower return on investor capital. The strategic growth strategy of the Company is reliant 
upon certain federal and state regulations being enacted to facilitate the legalization of medical and adult-use 
cannabis. If such regulations are not enacted, or enacted but subsequently repealed or amended, or enacted 
with prolonged phase-in periods, the growth targets of the Company, and thus, the effect on the return of 
investor capital, could be detrimental. We are unable to predict with certainty when and how the outcome of 
these complex regulatory and legislative proceedings will affect its business and growth. 
 
Further, there is no guaranty that state laws legalizing and regulating the sale and use of cannabis will not be 
repealed or overturned, or that local governmental authorities will not limit the applicability of state laws 
within their respective jurisdictions. If the federal government begins to enforce federal laws relating to 
cannabis in states where the sale and use of cannabis is currently legal, or if existing applicable state laws are 
repealed or curtailed, the Company’s business, results of operations, financial condition and prospects would 
be materially adversely affected. It is also important to note that local and city ordinances may strictly limit 
and/or restrict distribution of cannabis in a manner that will make it extremely difficult or impossible to transact 
business that is necessary for the continued operation of the cannabis industry. Federal actions against 
individuals or entities engaged in the cannabis industry or a repeal of applicable cannabis related legislation 
could adversely affect the Company and its business, results of operations, financial condition and prospects. 
 
The Company is aware that multiple states are considering special taxes or fees on businesses in the cannabis 
industry. It is a potential yet unknown risk at this time that other states are in the process of reviewing such 
additional fees and taxation. This could have a material adverse effect upon the Company’s business, results 
of operations, financial condition or prospects. 
 
The commercial, medical and adult-use cannabis industries are in their infancy and we anticipate such 
regulations will be subject to change as the jurisdictions in which the Company will carry on business mature. 
The Company expects to put in place a detailed compliance program that will oversee, maintain, and 
implement the compliance program and personnel.  
 
Overall, the medical and adult-use cannabis industry is subject to significant regulatory change at both the 
state and federal level. The inability of the Company to respond to the changing regulatory landscape may 
cause it to not be successful in capturing significant market share and could otherwise harm its business, 
results of operations, financial condition or prospects. 
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General regulatory risks 
 
The Company’s business will be subject to a variety of laws, regulations and guidelines and licensing 
requirements the U.S. Achievement of the Company’s business objectives will be contingent, in part, upon 
compliance with applicable regulatory requirements and obtaining all requisite regulatory approvals.  
 
The Company will be required to obtain or renew further government permits and licenses for its contemplated 
operations. Obtaining, amending or renewing the necessary governmental permits and licenses can be a time-
consuming process potentially involving numerous regulatory agencies, involving public hearings and costly 
undertakings on the Company’s part. The duration and success of the Company’s efforts to obtain, amend 
and renew permits and licenses will be contingent upon many variables not within its control, including the 
interpretation of applicable requirements implemented by the relevant permitting or licensing authority. The 
Company may not be able to obtain, amend or renew permits or licenses that are necessary to its operations. 
Any unexpected delays or costs associated with the permitting and licensing process could impede the ongoing 
or proposed operations of the Company. To the extent permits or licenses are not obtained, amended or 
renewed, or are subsequently suspended or revoked, the Company may be curtailed or prohibited from 
proceeding with its ongoing operations or planned development and commercialization activities. Such 
curtailment or prohibition may result in a material adverse effect on the Company’s business, financial 
condition, results of operations or prospects. 
 
There is no assurance that the Company’s licenses will be renewed by each applicable regulatory authority in 
the future in a timely manner. Any unexpected delays or costs associated with the licensing renewal process 
for any of the licenses held by the Company could impede the ongoing or planned operations of the Company 
and have a material adverse effect on the Company’s business, financial condition, results of operations or 
prospects. 
 
The Company may become involved in a number of government or agency proceedings, investigations and 
audits. The outcome of any regulatory or agency proceedings, investigations, audits, and other contingencies 
could harm the Company’s reputation, require the Company to take, or refrain from taking, actions that could 
harm its operations or require the Company to pay substantial amounts of money, harming its financial 
condition. There can be no assurance that any pending or future regulatory or agency proceedings, 
investigations and audits will not result in substantial costs or a diversion of management’s attention and 
resources or have a material adverse impact on the Company’s business, financial condition, results of 
operations or prospects. 
 
The Company may be subject to certain tax risks related to controlled substances 
 
Section 280E of the U.S. Internal Revenue Code of 1986 (the “Code”), as amended, prohibits businesses from 
deducting certain expenses associated with trafficking controlled substances (within the meaning of Schedule 
I and II of the Controlled Substances Act). The Internal Revenue Service (the “IRS”) has invoked Section 280E 
in tax audits against various cannabis businesses in the U.S. that are permitted under applicable state laws. 
Although the IRS issued a clarification allowing the deduction of certain expenses, the scope of such items is 
interpreted very narrowly, and the bulk of operating costs and general administrative costs are not permitted 
to be deducted. While there are currently several pending cases before various administrative and federal 
courts challenging these restrictions, there is no guarantee that these courts will issue an interpretation of 
Section 280E favorable to cannabis businesses. The Company’s current financial plans include federal tax 
payable on gross profit rather than is typical in other jurisdictions on earnings before tax. 
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Differing local rules and regulations may limit ability to expand into new markets 
 
Expansion of the Company’s business into new markets with different rules and regulations or distant from 
then-existing operations, may not succeed. Any such expansion may expose the Company to new operational, 
regulatory and/or legal risks. In addition, expanding into new localities may subject the Company to unfamiliar 
or uncertain local rules and regulations that may adversely affect the operations of the Company. For example, 
different localities may impose different rules on how cannabis may be cultivated, manufactured, processed, 
distributed and/or transported. Each of the political subdivisions of California currently has or may in the future 
obtain the right to subject participants in the cannabis industry operating within its jurisdiction to its own set 
of rules and regulations regarding the acquisition and maintenance of required licenses, and the conduct of 
business, including prohibiting such operations and business in full or in part, regardless of the rules and 
regulations of adjacent political subdivisions. Newly entered localities may also have competitive conditions, 
consumer preferences and spending patterns that are more difficult to predict or satisfy than the existing 
markets. 
 
Re-classification of cannabis in the U.S. 
 
If cannabis is re-categorized as a Schedule II or lower controlled substance, the ability to conduct research 
on the medical benefits of cannabis would most likely be improved; however, rescheduling cannabis may 
materially alter enforcement policies across many federal agencies, primarily the U.S. Food and Drug 
Administration (“FDA”). FDA is responsible for ensuring public health and safety through regulation of food, 
drugs, supplements, and cosmetics, among other products, through its enforcement authority pursuant to the 
Federal Food Drug and Cosmetic Act (“FFDCA”). FDA’s responsibilities include regulating the ingredients as 
well as the marketing and labeling of drugs sold in interstate commerce. Because cannabis is federally illegal 
to produce and sell, and because it has no federally recognized medical uses, the FDA has historically deferred 
enforcement related to cannabis to the DEA; however, the FDA has enforced the FFDCA with regard to 
products derived from industrial hemp, especially CBD, sold outside of state-regulated cannabis businesses. 
If cannabis were to be rescheduled to a federally controlled, yet legal, substance, FDA would likely play a 
more active regulatory role. Further, in the event that the pharmaceutical industry directly competes with 
state-regulated cannabis businesses for market share, as could potentially occur with rescheduling, the 
pharmaceutical industry may urge the DEA, FDA, and others to enforce the Controlled Substances Act and 
FFDCA against businesses that comply with state but not federal law. The potential for multi-agency 
enforcement post-rescheduling could threaten or have a materially adverse effect on the operations of existing 
state-legal cannabis businesses, including the Company.  
 
Until recently, hemp (defined as cannabis sativa L. with a THC concentration of not more than 0.3 percent on 
a dry weight basis) and hemp’s extracts (except mature stalks, fiber produced from the stalks, oil or cake 
made from the seeds, and any other compound, manufacture, salt derivative, mixture, or preparation of such 
parts) were illegal Schedule I controlled substances under the Controlled Substances Act. The 2014 Farm Bill 
legalized the cultivation of industrial hemp for research under programs established by states. The majority 
of states established programs purportedly in compliance with the 2014 Farm Bill. Many industry participants 
and even states interpreted the law to include “research” into commercialization and commercial markets 
 
In December 2018, the U.S. government changed the legal status of hemp. The 2018 Farm Bill, removed 
hemp and extracts of hemp, including CBD, from the Controlled Substances Act schedules. Accordingly, the 
production, sale, and possession of hemp or extracts of hemp including CBD no longer violate the Controlled 
Substances Act. For hemp farmers and hemp product producers, the law expands banking options, expands 
intellectual property protection and enforceability, decreases tax liabilities, and makes crop insurance 
available. The law also grandfathers 2014 Farm Bill industrial hemp research programs for at least one year. 
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Notably, the 2018 Farm Bill did not make hemp nationally legal and did not even implement the legalization 
in permissive states. States can still prohibit hemp or limit hemp more stringently than the federal regulations 
will, although hemp may pass through all states, regardless of the particular state’s law on growth and sales. 
The 2018 Farm Bill directs the USDA to create federal regulations and to set the framework for states to 
regulate their regulations. No timing for that has been set. Following the USDA issuing the draft regulations, 
there will be a notice and comment period for 30-180 days. For states choosing to permit and regulate hemp 
and hemp extracts, the state department of agriculture, in consultation with the state’s governor and chief 
law enforcement officer, will devise a plan, which the USDA must approve. For states permitting, but opting 
out of regulating, hemp, the USDA must construct a regulatory program under which hemp cultivators must 
apply for licenses and comply with the federally run program. Federal requirements for producers will include 
maintaining information about land and procedures for testing THC levels and disposing of hemp or by-
products that exceed 0.3% THC. The consequences for negligent violations are fairly light. “Other violations” 
will be reported to the local U.S. Attorney and the state’s chief law enforcement officer. 
 
The section of the 2018 Farm Bill establishing a framework for hemp production also states explicitly that it 
does not affect or modify the FDCA, section 351 of the Public Health Service Act (addressing the regulation 
of biological products), the authority of the Commissioner of the FDA under those laws, or the Commissioner’s 
authority to regulate hemp production under those laws.  
 
CBD classified as Schedule I controlled substance; the DEA recently published a final rule in the 
Federal Register creating a new drug code for “marihuana extracts” 
 
In connection with the new drug code, the DEA has determined that all CBD products, regardless of origin, 
shall be considered Schedule I controlled substances. We are unable to determine what the impact of this will 
be on our business. 
 
Reliance on third-party suppliers 
 
The Company will be reliant on third-party suppliers to develop, manufacture and distribute its products. Due 
to the uncertain regulatory landscape for regulating cannabis in the U.S., the Company’s third-party suppliers, 
manufacturers and contractors may elect, at any time, to decline or withdraw services necessary for the 
Company’s operations. Loss of these suppliers, manufacturers and contractors may have a material adverse 
effect on the Company’s business and operational results. 
 
Enforceability of contracts 
 
Due to the nature of the Company’s intended business and the fact that its contracts will involve cannabis and 
other activities that are not legal under U.S. federal law and in some jurisdictions, the Company may face 
difficulties in enforcing its contracts in federal and certain state courts. The inability to enforce any of the 
Company’s contracts could have a material adverse effect on the Company’s business, operating results, 
financial condition or prospects. 
 
Potential disclosure of personal information 
 
The Company owns, manages, or provides services to or may in the future acquire interests, manage, or 
provide services to various U.S. state licensed cannabis operations. Acquiring even a minimal and/or indirect 
interest in a U.S. state-licensed cannabis business can trigger requirements to disclose investors’ personal 
information. While these requirements vary by jurisdiction, some require interest holders to apply for 
regulatory approval and to provide tax returns, compensation agreements, fingerprints for background checks, 
criminal history records and other documents and information. Some states require disclosures of directors, 
officers and holders of more than a certain percentage of equity of the applicant. While certain states include 



 39 

exceptions for investments in publicly traded entities, not all states do so, and some such exceptions are 
confined to companies traded on a U.S. securities exchange. If these regulations were to extend to the 
Company, investors would be required to comply with such regulations, or face the possibility that the relevant 
cannabis license could be revoked or cancelled by the state licensing authority. 
 
Risks Related to the Company’s Securities  
 
If the Company issues additional Shares, shareholders may experience further dilution 
 
Within the limits of its governing instruments, the board of directors has the authority, without the consent of 
any of its shareholders, to cause the Company to issue additional Shares. Consequently, shareholders may 
experience dilution in their ownership of the Company in the future. 
 
If additional funds are raised through issuances of equity or convertible debt securities, existing shareholders 
could suffer significant dilution, and any new equity securities issued could have rights, preferences and 
privileges superior to those of holders of Shares. The Company’s articles permit the issuance of an unlimited 
number of Shares, and shareholders will have no pre-emptive rights in connection with such further issuance. 
The directors of the Company have discretion to determine the price and the terms of issue of further 
issuances. Moreover, additional Shares will be issued by the Company on the exercise of options under the 
Company’s option plan and upon the exercise of outstanding warrants. In addition, from time to time, the 
Company may enter into transactions to acquire assets or the Shares of other companies. These transactions 
may be financed wholly or partially with debt, which may temporarily increase the Company’s debt levels 
above industry standards. Any debt financing secured in the future could involve restrictive covenants relating 
to capital raising activities and other financial and operational matters, which may make it more difficult for 
the Company to obtain additional capital and to pursue business opportunities, including potential acquisitions. 
The Company may require additional financing to fund its operations to the point where it is generating 
positive cash flows. Negative cash flow may restrict the Company’s ability to pursue its business objectives.  
 
If an investor purchases Shares in an offering, you will experience substantial and immediate dilution, because 
the price that you pay will be substantially greater than the net tangible book value per Share of the Shares 
that you acquire. This dilution is due in large part to the fact that the Company’s earlier investors will have 
paid substantially less than a public offering price when they purchased their Shares of the Company’s share 
capital. 
 
The Company does not anticipate paying cash dividends 
 
The Company’s current policy is to retain earnings to finance the development and enhancement of its 
products and to otherwise reinvest in the Company. Therefore, the Company does not anticipate paying cash 
dividends on the Shares in the foreseeable future. The Company’s dividend policy will be reviewed from time 
to time by the Company’s board in the context of its earnings, financial condition and other relevant factors. 
Until the time that the Company pays dividends, which the Company might never do, Company Shareholders 
will not be able to receive a return on their Shares unless they sell them. 
 
Future sales of Shares by existing shareholders could reduce the market price of the Shares 
 
Sales of a substantial number of Shares in the public market could occur at any time. These sales, or the 
market perception that the holders of a large number of Shares intend to sell Shares, could reduce the market 
price of the Shares. Additional Shares may be available for sale into the public market, subject to applicable 
securities laws, which could reduce the market price for Shares. Holders of options or warrants to acquire 
Shares will have an immediate income inclusion for tax purposes when they exercise same (that is, tax is not 
deferred until they sell the underlying Shares). As a result, these holders may need to sell Shares purchased 



 40 

on the exercise in the same year that they exercise their options. This might result in a greater number of 
Shares being sold in the public market, and fewer long-term holds of Shares by the Company’s management 
and employees.  


