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FORM 7 
 

MONTHLY PROGRESS REPORT 
 

Name of Listed Issuer:  GABY Inc. (the “Issuer”, “GABY”, or the “Company”). 
 
Trading Symbol: GABY 
 
Number of Outstanding Listed Securities:   237,793,408 
 
Date: January 7, 2021 
 
This Monthly Progress Report must be posted before the opening of trading on the fifth 
trading day of each month.  This report is not intended to replace the Issuer’s obligation to 
separately report material information forthwith upon the information becoming known to 
management or to post the forms required by Exchange Policies.  If material information 
became known and was reported during the preceding month to which this report relates, 
this report should refer to the material information, the news release date and the posting 
date on the Exchange website. 
 
This report is intended to keep investors and the market informed of the Issuer’s ongoing 
business and management activities that occurred during the preceding month.  Do not 
discuss goals or future plans unless they have crystallized to the point that they are “material 
information” as defined in the Policies. The discussion in this report must be factual, 
balanced and non-promotional. 
 
General Instructions 
 
(a) Prepare this Monthly Progress Report using the format set out below.  The sequence 

of questions must not be altered nor should questions be omitted or left unanswered.  
The answers to the items must be in narrative form.  State when the answer to any 
item is negative or not applicable to the Issuer.  The title to each item must precede 
the answer. 
 

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

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

 
1. Provide a general overview and discussion of the development of the Issuer’s 

business and operations over the previous month.  Where the Issuer was inactive 
disclose this fact. 
 
Gaby Inc. is a U.S. focused consumer packaged goods (CPG) company 
taking a unique approach to cannabis and hemp-infused products. With 
relationships in over 500 retailers in the mainstream sales channel, Gaby Inc. 
bridges the gap between the licensed dispensary and mainstream markets. 
Success as a CPG company requires quality and speed. Gaby has both; 
owning its manufacturing infrastructure and licenses, and thus controlling the 
quality of its products. Gaby brands are ensured speed-to-market through its 
proprietary distribution infrastructure and licenses, its team of diverse 
salespeople, its network of third-party distributors, and its existing 
relationships with retailers. With a focus on its societal and environmental 
impacts, Gaby Inc. is a conscious corporation striving to innovate and inspire 
through plant-based lifestyles. 

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

 
On December 3, 2020, GABY announced (i) a merger (the "Merger") with 
Miramar Professional Services, which operates the Mankind Dispensary 
("Mankind"), one of the oldest licensed dispensaries in California; and (ii) a 
brokered best-efforts agency basis, private placement (the "Private 
Placement") led by Mackie Research Capital Corporation of up to an 
aggregate of C$11.0 million (collectively, the "Transaction"). 
 
Proposed Transact ion  
 
GABY has entered into an exclusive non-binding letter of intent (the “LOI”) 
with Mankind, pursuant to which the parties are expected to execute a 
definitive transaction agreement (the “Definitive Agreement”). The Definitive 
Agreement is expected to provide for the merger of GABY with Mankind 
through the acquisition of all of the equity securities of Mankind for total 
consideration of US$36.5 million, subject to adjustment in accordance with 
the Definitive Agreement. The consideration will be satisfied through: (i) the 
issuance of an aggregate of 157,894,737 common shares of GABY ("GABY 
Shares") at a deemed price of C$0.05 per GABY Share; (ii) the payment of 
US$5.0 million in cash; and (iii) the issuance of a secured nonconvertible 
promissory note for US$25.5 million (the “Note”). The Note will have a term 
of 84-months, an annual coupon of 10% with balloon payments every 24-
months of US$5.0 million and the final balloon payment of $10.5 million at the 
end of month 84. Pursuant to the LOI, Mankind has agreed to deal 
exclusively with GABY with regard to the Merger. Completion of the Merger 
will be subject to customary closing conditions to be set forth in the Definitive 
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Agreement. It is anticipated that the Merger will close on or about January 18, 
2021 (the "Merger Closing Date").  

 
Highl ights  o f  The Transact ion  
 
The terms of the Merger are accretive to GABY and will establish a 
foundation, and strong base of cash flow, from which GABY will build a 
dominant California retail brand.  

 
• GABY Brand Leadership: The GABY team has the track record and ability to 

quickly amass a significant presence in the California retail market, along 
with the necessary expertise to integrate, rebrand and incorporate efficiencies 
across a retail platform.  

• Mankind Brand Leadership: GABY will be positioned with a best in class 
asset along with a management team composed of highly successful and 
experienced professionals in retail consolidation, California cannabis retail 
operations and cannabis branding.  

• California Focused Strategy: GABY reiterates its commitment to stay solely 
focused on California, and believes it to be the market best suited for 
cannabis retail investment. California is the largest, most influential, and most 
established cannabis market in the world, with no dominant retail dispensary 
brand in the state having more than a 4% market share of an estimated 
market of $3.5 billion.  

• GABY Market Value: The Transaction will create an operationally self-
sustaining profitable company generating free cash flow. Upon completion of 
the Transaction, GABY presents a strong value proposition. Based on the 
pricing of the Private Placement, the pro forma valuation of GABY is 
approximately 1.4x 2021E Pro Forma Revenue and 7.0x 2021E Pro Forma 
Adjusted EBITDA, substantially below similar market comparables.  

• Mankind Market Value: Mankind generated revenue of C$36.4 million 
[Unaudited] and Adjusted EBITDA [Unaudited] of C$4.8 million in 2019. It is 
expected that Mankind will generate approximately C$37.5 million in revenue 
and approximately C$7.2 million in Adjusted EBITDA in 2020 

• 2021 Pro forma GABY: 2021, GABY is expected to generate between C$45 and 
C$50 million in Pro Forma Revenue and C$9 to C$10 million in Pro Forma 
EBITDA. Following completion of the Merger, James Schmachtenberger, 
Co-founder and Chief Executive Officer of Mankind will become Chief 
Strategy Officer of GABY and will join the GABY board of directors. The 
senior management team of Mankind will join the senior management team 
of GABY.  
 
Stikeman Elliott LLP is acting as counsel to GABY in respect of the Merger 
and the Private Placement. 
 
Private  Placement  
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The Company has entered an agreement with Mackie Research Capital 
Corporation, as lead agent and sole bookrunner (the "Lead Agent"), and 
including Haywood Securities Inc. (collectively with the Lead Agent, the 
“Agents”) in respect of a brokered private placement offering of subscription 
receipts of the Company ("Subscription Receipts") on a best-efforts agency 
basis at a price of C$0.05 per Subscription Receipt for aggregate gross 
proceeds of up to C$11.0 million.  
 
GABY is pleased to report a number of GABY’s current and institutional 
investors have already committed in the aggregate over C$5.5 million to this 
Private Placement. Each Subscription Receipt will be exchangeable into one 
unit of the Company (each, a "Unit") without any further action required on 
the part of the holder of the Subscription Receipt and without payment of any 
additional consideration, upon the later of: (i) the satisfaction of certain 
Escrow Release Conditions (as defined below); and (ii) the date that is the 
earlier of: (A) four months and one day after the Private Placement Closing 
Date; and (B) the second business day following the filing of a Qualifying 
Prospectus (as defined below). Each Unit will consist of: (i) one GABY Share; 
and (ii) and one GABY Share purchase warrant (each, a "Warrant"). Each 
Warrant will entitle the holder to purchase a GABY Share at an exercise price 
of C$0.09, at any time up to 24 months following the date of issuance; 
provided that if, at any time prior to the expiry date of the Warrants, the 
volume weighted average trading price of the Common Shares on the CSE, or 
other principal exchange on which the GABY Shares are listed, is greater than 
C$0.18 for 5 consecutive trading days, the Company may, within 10 business 
days of the occurrence of such event, deliver a notice to the holders of 
Warrants (the "Acceleration Right") accelerating the expiry date of the 
Warrants to the date that is 30 days following the date of such notice (the 
"Accelerated Exercise Period"). Any unexercised Warrants will automatically 
expire at the end of the Accelerated Exercise Period. The Company will use 
its commercially reasonable efforts to obtain a receipt from the Alberta 
Securities Commission, on behalf of the applicable provincial securities 
regulatory authorities, for a (final) prospectus (the "Qualifying Prospectus") 
qualifying the distribution of the GABY Shares and Warrants underlying the 
Units issuable upon conversion of the Subscription Receipts and the GABY 
Shares and Warrants underlying the compensation warrants issuable to the 
Agents.  
 
The gross proceeds from the Private Placement, less a portion of the expenses 
and commissions pursuant to the Private Placement, will be held in escrow 
with an escrow agent (the “Escrow Agent”) pending the satisfaction of 
certain Escrow Release Conditions (as defined herein). If all conditions 
precedent to the Escrow Release Conditions are satisfied on or before the 90th 
day following the Private Placement Closing Date, the net proceeds, less the 
outstanding cash commission and any outstanding costs and expenses of the 
Agents shall be released to the Agents out of the escrowed proceeds, from the 
sale of the Subscription Receipts will be released from escrow to GABY. If the 
Merger is not completed on or before the 90th day following the Private 
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Placement Closing Date (or such later date as the Lead Agent may consent in 
writing), or is terminated at an earlier time, then the purchase price for the 
Subscription Receipts will be returned to subscribers, together with a pro rata 
portion of interest earned on the escrowed funds, if any. The Agents will have 
the option to offer up to an additional 15% of the number of Subscription 
Receipts sold pursuant to the Private Placement, exercisable in whole or in 
part, at any time up to 48 hours prior to the Private Placement Closing Date. 
The net proceeds of the Private Placement are expected to be used to fund the 
Merger, the pro forma business plan of the Company and for general 
corporate purposes.  
 
Completion of the Private Placement is a condition precedent to the 
completion of the Merger. In the event GABY is unable to complete the 
Private Placement on satisfactory terms, GABY and Mankind will be unable 
to complete the Merger.  
 
The “Escrow Release Conditions” shall be set forth in the subscription 
receipt agreement between the Company, the Escrow Agent and the Agents, 
and shall include: (i) all conditions precedent, undertakings, and other 
matters to be satisfied, completed and otherwise met at or prior to the 
completion of the Merger (other than delivery of standard closing 
documentation) have been satisfied or waived in accordance with the terms of 
the Definitive Agreement pursuant to the Merger (any such waiver to be 
consented to by the Lead Agent in writing, acting reasonably); (ii) there have 
been no material amendments of the terms and conditions of the Definitive 
Agreement pursuant to the Merger which have not been approved by the 
Agents, (iii) receipt by the Company of all necessary regulatory and other 
approvals regarding the Private Placement and the Merger, and (iv) such 
other documents as the Agents may request for a transaction of this nature in 
a form satisfactory to the Agents.  
 
The Transaction is expected to constitute a "fundamental change" pursuant 
to the policies of the CSE, and is subject to the acceptance of the CSE and the 
approval of shareholders of GABY. Shareholders holding not less than 50% 
plus one of the issued and outstanding GABY Shares will approve the 
Transaction by way of written resolution. GABY has received confirmation of 
support for the Merger from shareholders holding more than 50% of the 
issued and outstanding GABY Shares. GABY intends to submit all requisite 
filings with the CSE in due course, including a listing statement in respect of 
the Transaction. The Transaction will not result in the creation of a new 
"control block holder", as such term is defined by the policies of the CSE. 
GABY is at arms' length to Mankind. 

 
 
3. Describe and provide details of any new products or services developed or offered. 

For resource companies, provide details of new drilling, exploration or production 
programs and acquisitions of any new properties and attach any mineral or oil and 
gas or other reports required under Ontario securities law. 
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N/A 

 
4. Describe and provide details of any products or services that were discontinued. For 

resource companies, provide details of any drilling, exploration or production 
programs that have been amended or abandoned. 
 
N/A 

 
5. Describe any new business relationships entered into between the Issuer, the Issuer’s 

affiliates or third parties including contracts to supply products or services, joint 
venture agreements and licensing agreements etc. State whether the relationship is 
with a Related Person of the Issuer and provide details of the relationship. 
 
See #2 above. 

 
6. Describe the expiry or termination of any contracts or agreements between the 

Issuer, the Issuer’s affiliates or third parties or cancellation of any financing 
arrangements that have been previously announced. 
 
N/A 

 
7. Describe any acquisitions by the Issuer or dispositions of the Issuer’s assets that 

occurred during the preceding month.  Provide details of the nature of the assets 
acquired or disposed of and provide details of the consideration paid or payable 
together with a schedule of payments if applicable, and of any valuation. State how 
the consideration was determined and whether the acquisition was from or the 
disposition was to a Related Person of the Issuer and provide details of the 
relationship. 
 
N/A 

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

 
No material acquisition of new customers or loss of customers occurred 
during the month of December 2020 that would be outside of the ordinary 
course of business.  
 

9. Describe any new developments or effects on intangible products such as brand 
names, circulation lists, copyrights, franchises, licenses, patents, software, 
subscription lists and trade-marks. 
 
No new developments or effects on intangible products occurred during the 
month of December 2020 other than as may have occurred in the ordinary 
course of business. 
 

10. Report on any employee hirings, terminations or lay-offs with details of anticipated 
length of lay-offs. 



	  

	   7	  

 
N/A 
 

11. Report on any labour disputes and resolutions of those disputes if applicable. 
 
No labour disputes or resolutions occurred during the month of December 
2020. 
 

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

 
13. Provide details of any indebtedness incurred or repaid by the Issuer together with the 

terms of such indebtedness. 
 
N/A 
 

14. Provide details of any securities issued and options or warrants granted. 
 
On December 22, 2020, 3,491,101 Common Shares were issued in settlement of 
a debt. 
 

15. Provide details of any loans to or by Related Persons. 
 
N/A 
 

16. Provide details of any changes in directors, officers or committee members. 
 
N/A 

 
17. Discuss any trends which are likely to impact the Issuer including trends in the 

Issuer’s market(s) or political/regulatory trends. 
 

N/A 
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Certificate Of Compliance 
 
The undersigned hereby certifies that: 
 

1. The undersigned is a director and/or senior officer of the Issuer and has been duly 
authorized by a resolution of the board of directors of the Issuer to sign this 
Certificate of Compliance. 
 

2. As of the date hereof, there was no new material information concerning the Issuer 
which had not been publicly disclosed. 
 

3. The undersigned hereby certifies to the Exchange that the Issuer is in compliance 
with the requirements of applicable securities legislation (as such term is defined in 
National Instrument 14-101) and all Exchange Requirements (as defined in CNSX 
Policy 1). 
 

4. All of the information in this Form 7 Monthly Progress Report is true. 
 
Dated January 7, 2021 
 
 Leanne E. Likness, Corporate Secretary  
 
 
 “Leanne E. Likness”    

 
Issuer Detai l s  

GABY Inc. 
 

For Month End 

December 2020 

Date of Report 

January 7, 2021 

Issuer Address 
 
 
City/Province/Postal Code 
 
200, 209 - 8th Avenue SW, Calgary, Alberta   
T2P 1B8 
 

Issuer Fax No. 

N/A 

Issuer Telephone No. 

(800) 674-2239 

Contact Name 

Margot Micallef 
 

Contact Position 

Founder, Chair, 
President and 
CEO 

Contact Telephone No. 

(800) 674-2239 

Contact Email Address 

IR@gabyinc.com  

Web Site Address 

www.gabyinc.com 
 


