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FORWARD LOOKING STATEMENTS 

This MD&A contains certain forward-looking statements and information relating to the Company that are based 

on the beliefs of management as well as assumptions made by and information currently available to the Company.  

When used in this document, the words “anticipate”, “believe”, “estimate”, “expect” and similar expressions, as 

they relate to the Company or management, are intended to identify forward-looking statements.  This MD&A 

contains forward-looking statements relating to, among other things, regulatory compliance, the sufficiency of 

current working capital, the estimated cost and availability of funding for the continued development of our real 

estate holdings, among others, including those identified in the Risk Factors section.  Such statements reflect the 

current views of management with respect to future events and are subject to certain risks, uncertainties and 

assumptions.   

Readers are cautioned that these forward looking statements are neither promises nor guarantees, and are subject 

to risks and uncertainties that may cause future results to differ materially from those expected including, but not 

limited to 

- Fluctuations in the fair market value of land; 

- Demand for CBD products and cannabis related derivatives; 

- Expected number of users of CBD products and CBD related derivatives in the United States; 

- Product sales expectations and corresponding forecasted increases in revenues; 

- Successful marketing and promotion of We are Kured’s lifestyle brand and products; 

- The Company’s expectations regarding the adoption and impact of certain accounting pronouncement’s; 

- The availability of financing needed to complete the Company’s planned improvements on commercially 

reasonable terms; 

- Federal status that may contradict local and state legislation respecting legalized marijuana; 

- The Company’s expectations with respect to the Company’s future financial and operating performance; 

and, 

- The Company’s expectations with respect to future performance, results and terms of strategic initiatives, 

strategic agreements and supply agreements. 

These factors should be considered carefully, and readers should not place undue reliance on forward-looking 

statements.  The Company has no intention and undertakes no obligation to update or revise any forward-looking 

statements, whether written or oral that may be made by or on the Company's behalf except as may be required by 

securities laws. 

 

  

 
This management's discussion and analysis provides an analysis of our financial situation which will enable the 
reader to evaluate important variations in our financial situation for the period ended March 31, 2020, compared to 
the period ended March 31, 2019. This report prepared as at July 15 ,2020 intends to complement and supplement 
our condensed interim financial statements (the “financial statements”) as at March 31, 2020 and should be read in 
conjunction with the financial statements and the accompanying notes. Our financial statements and the 
management's discussion and analysis are intended to provide a reasonable base for the investor to evaluate our 
financial situation. 
 
Our financial statements have been prepared using accounting policies consistent with International Financial 
Reporting Standards (“IFRS”). All dollar amounts contained in this MD&A are expressed in Canadian dollars, 
unless otherwise specified. 
 
Where we say “we”, “us”, “our”, the “Company” or “Mydecine”, we mean Mydecine Innovations Group Inc. and/or 
its subsidiaries, as it may apply.  
 
Additional information, including news releases, has been filed electronically through the System for Electronic 
Document Analysis and Retrieval (“SEDAR”) and is available under the Company’s profile at www.sedar.com or 
the Company’s website https://www.mydecine.com/ 
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MYDECINE OPERATIONS 

The Company was incorporated under the Business Corporations Act (British Columbia) on September 27, 2013, 
under the name 0981624 B.C. Ltd. The Company subsequently changed its name to New Age Brands Inc. on 
November 14, 2018, to NewLeaf Brands Inc. on April 2, 2019 and to Mydecine Innovations Group Inc. on June 5, 
2020.   

The Company listed its common shares on the Canadian Securities Exchange and began trading under the symbol 
MYCO on June 1, 2020.  The Company is also quoted on the Frankfurt Exchange under the symbol 0NF and on the 
OTC under the symbol NLBIF 

The Company’s business is the development of products in the Naturally Sourced Therapies space. The Company 
controls a variety of Psilocybin and hemp-derived CBD brands that design, manufacture and distribute products. As 
well, the Company has portfolio includes cultivation properties, retail locations and other land assets.  

The Company is an early entrant into the rapidly emerging psychedelic medicine market. With the recent acquisition 
of NeuroPharm, a Company focused on completing clinical trials and Mindleap, a Company focused on virtual 
mental health, the Company is positioned to potentially develop new scientific concepts in medicine, specifically in 
the research and development of psychedelics. 

The Company’s assets include: 

Mydecine Health Sciences: 

- Internationally recognize science team; 
- 7,550 square feet lab in Denver, Colrado, which will be used to conduct research and development into 

non-psychadleic fungi genetic research, but mono and polypharmacalogical; and, 
- Multi-year partnership with Applied Pharmaceutical Innovations hosted at the University of Alberta. 

MindLeap: 

- Online health platform developed by health professional and neuroscientists; and, 
- Plans to further develop this technology using artificial intelligence to augment the users experience. 

1220611 B.C. Ltd. (d.b.a Mydecine Group) 

Subsequent to the period ended March 31, 2020, the Company entered into a definitive agreement to acquire 100% 
of Mydecine Group (“Mydecine”). Pursuant to the terms of the arrangement, the Company issued 17,000,000 
common shares and 1,360,000 common shares to an arm’s length finder. Mydecine is a vertically integrated 
company engaged to utilize medicinal, health and wellness capabilities found in mushroom and fungi. The Company 
intends to complete research and development, as well as cultivate and process compounds found in mushroom and 
fungi. 

Trellis Holdings Oregon, LLC. 

Subsequent to the period ended March 31, 2020, the Company entered into a definitive agreement to acquire 37.5% 
of the issued and outstanding share capital of Trellis Holdings Oregon Op LLC (“Trellis”). Trellis has been 
operating since 2015 and holds various licenses in the state of Oregon, and operates in the medical and recreational 
cannabis markets. Trellis maintains an 11 acre recreational cultivation property in southern Oregon and operates a 
medical and recreational cannabis dispensary in Portland, Oregon. Pursuant to the terms of the agreement, the 
Company issued 28,000,000 common shares of the Company. 
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MYDECINE OPERATIONS (CONTINUED) 

We are Kured 

During the year ended December 31, 2019 and period ended March 31, 2020, Kured was actively promoting the 
brand through attendance at trade shows, presentations and marketing outreach. The Company is now working with 
various distributors and marketers to gain market share. Kured believes that as it launches the next generation pen 
and cements these relationships with retailers, marketers, and distributors that sales will increase and Kured will 
begin to see positive margins in future quarters. In addition to the vape pens, Kured has been actively developing its 
product lines and the Company will report on these as information becomes available. On August 22, 2019, the 
Company announced that We are Kured will be offering new 500MG Gem Pod (the “Gem Pod”) in addition to the 
Company’s current product offering to capitalize on the recent craze of the Gem Pods in the tobacco space. The 
Company is looking to provide a healthier derivative of the product and will be available in a 1 unit packet and a 3 
unit packet that will be distributed in the United States. 

Drink Fresh Water, LLC 

 
On September 25, 2018, the Company signed a definitive agreement with Drink Fresh Water LLC. (“DFW”), a 
CBD infused beverage company. DFW further augments the Company’s vision of creating a lifestyle brand using 
CBD products and other cannabis derivatives. DFW was established in California by a group of industry leaders and 
is known for their flagship product, a CBD infused, nano amplified alkaline water that is in over 100 unique retail 
stores. The Company intends to provide its marketing and distribution expertise to create shareholder value.  
 
On February 8, 2019, the Company completed the acquisition of Drink Fresh Water LLC and issued 345,280 
common shares with a fair value of $1,009,994. During the year ended December 31, 2018, the Company advanced 
$98,070 to DFW pursuant to the terms of the acquisition.  
 
Real Estate Investments 

From time to time, the Company seeks for value- added real estate investments.  These properties acquired are assets 
in which the Company hopes to be able to earn positive cash flows and gain appreciation on in their respective 
markets.   

In August 2018, the Company acquired 1175987 B.C. Ltd. (“Oregon Properties”) to further develop and grow its 
business. 1175987 B.C. Ltd. was later amalgamated with the Company’s wholly owned subsidiary, 1176392 B.C. 
Ltd. Through the acquisition of the Oregon Properties, the Company acquired 111 acres of land, divided into two 
legal plots, located at Cave Junction, Oregon, and a start of the art outdoor and greenhouse cultivation facility. Cave 
Junction has been historically known as one of the best microclimates in the world for successful cultivation of 
cannabis.  

On August 9, 2019, the Company acquired approximately 400 acres of property located in Pottus, Texas, with the 
intent for a large scale hemp farm. The purchase price of the property is US $1,300,000 and the Company has 
provided a non-refundable deposit of $50,000. As at March 31, 2020 the Company is in the due diligence process 
and has not completed this transaction. 

BUSINESS DEVELOPMENTS 

 

Acquisition of Drink Fresh Water, LLC. 

 
On September 25, 2018, the Company entered into a definitive agreement to acquire 100% of Drink Fresh Water 
LLC. (“DFW”).  In consideration, the Company paid USD $75,000 (paid) in cash and USD $1,200,000 in common 
stock of the Company. Pursuant to the acquisition of DFW, the Company issued 345,280 common shares during the 
year ended December 31, 2019. 
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BUSINESS DEVELOPMENTS (CONTINUED) 

Business Rationale 

DFW further augments the Company’s vision of creating a lifestyle brand using CBD products and other cannabis 

derivatives. DFW was established in California by a group of industry leaders and is known for their flagship 

product, a CBD infused, nano amplified alkaline water that is in over 100 unique retail stores. The Company intends 

to provide its marketing and distribution expertise to create shareholder value. 

Accounting Treatment 

 

The acquisition of DFW does not constitute a business combination because these entities do not meet the definition of 
a business under IFRS 3 Business Combination.  As a result, under IFRS, the transaction is being measured at the fair 
value of equity consideration issued to acquire these entities. 
 

 The purchase price was determined based on IFRS 2 - Share Based Payments and allocated as follows using a relative 
fair value approach:  
  

Consideration paid:   

Cash $ 102,315 

Common shares  547,685 

Total consideration paid $ 650,000 

   

Intangible assets $ 650,000 

   

Acquisition of ReLyfe  

 

On August 13, 2019, the Company acquired 100% of ReLyfe Brands LLC (“ReLyfe”).  ReLyfe main product offering 
is a 25MG soft gel CBD capsule that provides high quality CBD to the market. As consideration, the Company issued 
8,433,191 common shares of the Company. The Company issued 843,319 finder common shares to an arm’s length 
party. The Company is also looking to expand ReLyfe’s product offering by adding additional SKUs in the near future. 
 
The acquisition of Relyfe does not constitute a business combination because these entities do not meet the definition 
of a business under IFRS 3 Business Combination.  As a result, under IFRS, the transaction has been measured at the 
fair value of equity consideration issued to acquire these entities. The purchase price was determined based on IFRS 2 – 
Share Based Payments: 

  

Consideration paid:   

Common shares and finder common shares  $ 2,035,020 

Total consideration paid $ 2,035,020 

   

Total assets acquired:   

Inventory $ 175,020 

Intangible assets $ 1,860,000 

Total assets acquired $ 2,035,020 
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BUSINESS DEVELOPMENTS (CONTINUED) 

 

Acquisition of Tealief 

 

On August 13, 2019, the Company acquired 100% of Tealief Brand LLC (“Tealief”).  Tealief is a provider of teabags 
and main product offering is a 25MG teabags that comes in high-caffeine, mild-caffeine and non-caffeinated 
assortment. These blends of tea are created from herbs and spices from around the world. The Company issued 
8,433,191 common shares of the Company. The Company issued 843,319 finder common shares to an arm’s length 
party. 
 
The acquisition of Tealief does not constitute a business combination because these entities do not meet the definition 
of a business under IFRS 3 Business Combination.  As a result, under IFRS, the transaction has been measured at the 
fair value of equity consideration issued to acquire these entities. The purchase price was determined based on IFRS 2 – 
Share Based Payments and $8,627,155 has been capitalized to intangible assets. 
 

Consideration paid:   

Common shares  2,612,686 
Cash  141,215 

Total consideration paid $ 2,753,901 
   
Total assets acquired:   
Inventory $ 283,901 
Intangible assets $ 2,470,000 

Total assets acquired  2,753,901 

 
Rationale for acquisition: 
 
Relyfe and Tealif expands and diversifies the Company’s product offering into soft gel CBD capsules and teas, to 
provides its customers with a wide array of product to buy from that fit within the Company’s overall vision of the 
Company. 

 

Acquisition of Levee Street Holdings, LLC 

 

On April 22, 2020, the Company acquired 50% of Levee Street Holdings, LLC (“Levee”) via a Share Swap 
Agreement. Levee opens a key distribution channel throughout the United States. Greg Kassanoff, is the founder of 
Pioneer Wine & Spirits, LLC and CEO of Mexicor Pioneer Wine & Spirits, owns the remaining 50% of Levee. 
Through the Company’s relationship with Mr. Kassanoff, the Company intends to capitalize on Mr. Kassanoff 
relationship within the United States to distribute its products. 
 
Pursuant to the terms of the arrangement, the Company issued 4,500,000 common shares. 

 

Financings 

 
On May 7, 2020, the Company completed a private placement and issued 52,908,420 common shares for gross 
proceeds of $2,645,421. The Company issued 529,034 finder common shares and issued 1,183,000 finder warrants 
(“Finder Warrant”). Each Finder Warrant consists of one common share with an exercise price of $0.05 and expires on 
May 7, 2021. 
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BUSINESS DEVELOPMENTS (CONTINUED) 

 
On May 21, 2020, the Company entered into an agreement with Canaccord Genuity Corp. (the “Agent”) to act as 
lead agent and sole bookrunner to sell, by way of private placement, on a commercially reasonable efforts basis, up 
to 6,666,667 units of the Company (the “Units”) at a price of C$0.30 per Unit (the “Issue Price”) for aggregate gross 
proceeds of up to C$2,000,000 (the “Offering”), subject to receipt of all applicable regulatory approvals. The 
Offering has generated strong interest and oversubscribed demand and on June 19, 2020 the Company announced 
that it has successfully closed the Offering. 
 
The Company intended use for the above financings is finance operations and continue to build the Companies core 
competencies in real estate, research and development, and retail. 
 
Letter of Intent 

On May 20, 2020 the Company signed a non-binding letter of intent (“LOI”) to acquire 100% of Mindleap Health 

Inc. (“Mindleap”) , in exchange for 6,363,636 common shares, $500,000 in cash upon closing of the LOI and 

$500,000 before, or on, September 1, 2020. Mindleap has an advanced digital health platform that helps connect 

people with mental health specialists. 

On June 9, 2020, the Company signed a non-binding Letter of Intent (“NeuroPharm LOI”) to acquire 100% of 

NeuroPharm Inc., (“NeuroPharm”) a Canadian-based healthcare company. 

Pursuant to terms of the NeuroPharm LOI, the Company will acquire 100% of NeuroPharm for 6,666,667 common 

shares. The Company will pay a finder’s fee on the Acquisition. The completion of the Acquisition is subject to a 

number of conditions, including, but not limited to, the execution of a definitive agreement, completion of 

satisfactory due diligence, and receipt of applicable regulatory approvals. There can be no assurance that the 

Acquisition will be completed as proposed, or at all. 

PROPOSED TRANSACTIONS 

 

As of the date of this MD&A, there are no proposed transactions. 

 

RESULTS OF OPERATIONS – REVENUES 

 

For the period ended March 31, 2020 and March 31, 2019 

 

   Period ended, 

 

   2020 

$ 

2019 

$ 

      

Sales    4,575 29,642 

Cost of goods sold    (2,875) (20,892) 

Gross profit    1,700 8,750 

- Cost of sales include all expenditures related to the product. This includes shipping fees, import duties, 
storage costs, handling charges and the cost of the product itself.  

- During the period ended March 31, 2020, the Company recorded rental income of $47,883 (2019 - $Nil) 
and relates to the Company signing leases with its lessee’s. 

- The Company experienced an overall slowdown in revenue growth due to Covid-19.  
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RESULTS OF OPERATIONS - EXPENSES 

All of the balances set out in this and following sections, including the Summary of results conform to IFRS 

standards. 

For the period March 31, 2020 and 2019 

The Company recorded net loss of $131,091 compared to a net loss of $1,520,600 for the corresponding period in 

2019. Some of the significant charges to operations are as follows: 

- The Company incurred amortization of $27,428 (2019 - $16,109) on the Company’s building facility and 
equipment. Furthermore, the Company’s amortization increased due to the adoption of IFRS 16 on January 
1, 2019. 

- Foreign exchange gain of $127,964 (2019 – loss of $14,978) is due to fluctuations in the USD and CAD 

foreign exchange rates. The Company’s parent Company is denominated in Canadian whereas the US 

subsidiaries are denominated in the US dollar, resulting in fluctuations in foreign exchange. 

- Consulting fees of $4,270 (2019 - $532,855) and Director fees of $117,617 (2019 - $161,010) are attributed 

to the overall change in management and the management’s efforts in streamlining costs. 

- Interest expense decreased to $248 from $28,611 in the comparable period as the Company settled its 
outstanding promissory and convertible notes with shares during the year ended December 31, 2019. 

- Office and miscellaneous decrease to $13,117 from $66,467 in the comparable period as the Company 
implemented cost cutting measures to preserve cash. In general, office and miscellaneous relates to costs 
incurred by Kured in marketing, travelling and general expenses associated with increasing awareness of 
Kured’s lifestyle brand. 

- Rent decreased to $nil from $5,207 in the comparable period as the adaptation of IFRS 16 requires the 
reclassification of rental expense to lease liabilities. 

- Professional fees decreased to $25,474 from $91,550 and transfer agent, listing and filing fees decreased to 
$2,057 from $9,115 in the comparable period as the company saw lower amount of operating activities. 

- Share based payments decreased to $174,028 from $621,974 due to stock option issuance at a lower fair 
value compared with the comparable period. 

 

LIQUIDITY  

The Company is focused on the emerging psychedelic medicines market, real estate ad CBD business. As of the date of 

this MD&A, the Company has received minimal revenues to date and may have incidental interest income it may earn 

on funds invested in short-term deposits.  As a result, its ability to conduct operations is based on its current cash and 

its ability to raise funds, primarily from equity sources, and there can be no assurance that the Company will be able to do 

so.  The Company’s continued existence is dependent upon its ability to raise additional capital, the continuing support of its 

creditors, and ultimately, the attainment of profitable operations and positive cash flows.  The Company’s loans, lease 

payments and debt covenants are in good standing as of the date of this MD&A. 

During the period ended March 31, 2020, the Company raised $nil from stock option exercises in comparison to $826,000 

in the comparative period. 

At March 31, 2020, the Company’s working capital is $321,219 (2019 – $460,046) and cash of $7,551 (2019 - $18,209). 

During the period ended March 31, 2020, the Company did not raise cash by issuing shares. 

The Company’s subsidiaries have not yet generated any significant income but revenues is expected to increase over 

time. This will contribute to the Company’s overall liquidity and the Company intends to use income from 

operations to satisfy long term liquidity needs.  Until these subsidiaries generate significant revenue, their ability to 

assist the Company by providing increased liquidity is very limited.   
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LIQUIDITY  (CONTINUED) 

The research and development, real estate and CBD business is risky and dependent on many factors. There is 
certain stigmatism to psychedelics, cannabis and cannabis derivatives and cannabis is federally illegal in the United 
States. Revenue from operations consisted of $4,575 (2019 - $29,642) from the sale of pens and vaporizers and 
$47,883 (2019 - $Nil) from rental income. This revenue will contribute to the Company’s liquidity and the Company 
intends to collect rent to alleviate some of the liquidity issues. However, if the Company develops the Company’s 
brand unsuccessfully, revenues will be limited. There is no assurance that the Company will successfully grow its 
brand. 

 

LIQUIDITY AND CAPITAL RESOURCES – CASH FLOW 

 

OPERATING ACTIVITIES: 

Cash used in (provided by) operating activities for the period ended March 31, 2020 was ($1,581) as compared to 

$737,744 in the prior period. The Company decreased the employment of consultants that in the prior period advised 

on potential cannabis related deals and incurred cost related to due diligence, legal and accounting work for the 

Company’s various acquisitions. The Company’s cash reserve is lower than expected during the period ended March 

31, 2020, and the Company continues to implement cost-cutting measures to preserve cash and maintain operations. 

INVESTING ACTIVITES: 

As of March 31, 2020, the Company paid lease payments of $18,487 as compared to $nil in the comparative period. 

The Company received cash of $5,668 from the outstanding loan receivable (2019 - $nil). 

Cash provided by financing activities for the period ended March 31, 2020 was $nil (2019 - $826,600). Cash 

provided in the comparative period was due to the exercising of stock options to raise gross proceeds of $826,600.  

CAPITAL RESOURCES 

The Company's objective when managing capital is to maintain adequate cash resources to support planned 

activities which include administrative costs and general expenditures. In the management of capital, the Company 

includes cash, due to related parties, loan payable, notes payable, and the components of shareholders’ equity. The 

Board of Directors does not establish quantitative return on capital criteria for management, but rather relies on the 

expertise of the Company's management to sustain future development of the business. 

The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions 

and the risk characteristics of the underlying assets. Historically, funding for the Company's plan is primarily 

managed through the issuance of additional common shares, through its commercial activities and through obtaining 

financing. There are no assurances that funds will be made available to the Company when required.  

In order to carry out the planned development and pay for administrative costs, the Company will spend its existing 

working capital and expects to raise additional amounts as needed. The Company will continue to assess new 

business and seek to acquire an interest in additional business if it feels there is sufficient geologic or economic 

potential and if it has adequate financial resources to do so. 

The Company invests all capital that is surplus to its immediate operational needs in short-term, liquid and highly 

rated financial instruments, such as cash, and all are held in major Canadian financial institutions. Management 

reviews its capital management approach on an ongoing basis and believes that this approach, given the relative size 

of the Company, is reasonable. There were no changes in the Company's approach to capital management during the 

year ended December 31, 2019. The Company is not subject to externally imposed capital requirements. 
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TRANSACTIONS WITH RELATED PARTIES 

The Directors and Executive Officers of the Company are as follows: 

Benjamin Martch  CMO and Director 
Joshua Bartch  CEO, Interim CFO and Director  
Michael A. Connolly Chief Compliance Officer and Director 
Erik Knutson  Director 
 
The Company incurred the following related party transactions, with associated persons or corporations, which were 
measured at the exchange amount as follows: 

a) Key management includes directors, executive officers and officers which constitutes the management 
team. The Company paid or accrued compensation in form of consulting fees to companies controlled by 
directors, executive officers and officers as follows: 

Management Compensation 

Period ended March 31, 2020  
Director fees 

$ 

Director of the Company  30,165 
Benjamin Martch, CEO of WAK  30,245 
Joshua Bartch, CEO Of the Company  30,244 

Total  90,654 

 

Management Compensation 

Period ended March 31, 2019  
Director fees 

$ 
Consulting Fees 

$ 

Company controlled by a director 50,388 13,364 
Benjamin Martch, CEO of WAK 50,233 - 
Joshua Bartch, CEO Of the Company 60,389 - 

Total 161,010 720,204 

 
b) As at March 31, 2020 accounts payable and accrued liabilities were due to related parties of $60,811 (2019 

- $13,364). 
 

OFF BALANCE SHEET ARRANGEMENTS 

As at March 31, 2020, the Company had no off-balance sheet arrangements. 

 

OUTSTANDING SHARE DATA 

Issued and Outstanding: 

As of the date of this MD&A the Company has 33,438,205 common shares, 3,343,157 stock options and 34,889 

warrants outstanding. 

CONTINGENCIES 

Except for the commitments mentioned in Liquidity subsection (a), there is no other contingency outstanding as of 

date of this discussion. 
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RISKS AND UNCERTAINTIES 

 

Selling vaporizers in the United States 

 

Selling vaporizers in the United States can involve significant risks, which even a combination of careful evaluation, 
experience and knowledge may not eliminate. While the demand for vaporizers is wide spread and can result in 
substantial reward, marketing will be a significant influencer in development of the Company. The Company is 
creating a lifestyle brand around the Company and is significantly influenced by how the Company appears in the 
market place. Significant expenses may be required to establish the lifestyle brand to be accepted in the market 
place.  

Plant Growing, Warehousing and Processing Industry 

The plant growing, warehousing and food processing industry involves significant risks, which even a combination 

of careful evaluation, experience and knowledge may not eliminate. While the development of such facilities may 

result in substantial rewards, marketing will also play a significant role in developing the Company and its level of 

success.  Major expenses may be required to establish the facilities to be accepted in the marketplace.  It is 

impossible to ensure that the current facilities and market strategy planned by the Company will result in profitable 

commercial sales. Whether the Company will be commercially viable depends on a number of factors, some of 

which are the particular attributes of the industry the facilities is geared toward and the existing infrastructure, as 

well as competitors’ strategies and market factors.  Some of these factors are cyclical and government regulated, 

including regulations relating to agriculture and food processing procedures and protocols. 

Plant Growing, Warehousing and Processing Industry 

The exact effect of these factors cannot be accurately predicted, but the combination of these factors may result in 

the Company not receiving an adequate return on invested capital. Agriculture and food processing operations 

generally involve a high degree of risk. The Company’s operations are subject to all the hazards and risks normally 

encountered in the public health sectors inherited in the agriculture and food processing industry.  Although 

adequate precautions to minimize risk will be taken, operations are subject to hazards that are unforeseeable or 

beyond the company’s control and their consequent liability.  

Some of these risks include the following: 

The Company is largely dependent on the success of constructing and marketing its warehousing and processing 

facilities and cannot be certain that its facilities will be successfully commercialized. NHS currently has minimal 

revenue from renting out its greenhouse facility. The successful addition of agriculture and food warehousing / 

processing facilities will also augment its ability to rent out unused greenhouse space and facilities.  There is no 

guarantee that it will ever have marketable facilities.   

Risks in design, development and manufacture of agriculture and food warehousing / processing facilities which 

may have adverse effect on public’s health.  

If a significant portion of these development efforts are not successfully completed, required regulatory approvals 

are not obtained, or any approved facilities are not commercially successful, the company’s business, financial 

condition, and results of operations may be materially harmed. 

The Company’s facilities may never achieve market acceptance even if the company obtains regulatory approvals. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

The Company’s activities are directed towards the warehousing and processing of agriculture and food. There is no 

certainty that any expenditure to be made by the Company as described herein will result in market acceptance of 

the Company’s facilities offerings. There is aggressive competition within the agriculture and food warehousing / 

processing marketplace.  The Company will compete with other interests, many of which have greater financial 

resources than it will have for marketing towards target customers. Significant capital investment is required to 

achieve commercialization from the current start-up and development stage of the Company. 

Government Regulation 

In addition to various trade organizations that the Company will be subject to, the consumer agriculture and food 

warehousing / processing industry is subject to various federal, and provincial laws and regulations on, standards, 

claims, safety, efficacy and other matters from regulatory bodies such as Canadian Food Inspection Agency (CFIA), 

BC FoodSafe Program and the department of Health Protection in Fraser Health.  Regulatory approvals by 

government agencies on the Company’s facilities may be withheld or not granted at all and if granted may be subject 

to recalls which would materially affect the Company. 

Although the Company’s activities are currently carried out in accordance with all applicable rules and regulations, 

no assurance can be given that new rules and regulations will not be enacted or that existing rules and regulations 

will not be applied in a manner which could limit or curtail development, production, manufacture, product claims, 

marketing or commercialization. Amendments to current laws and regulations governing operations and activities of 

the consumer health industry or more stringent implementation thereof could have a substantial adverse impact on 

the Company. 

Uninsured Risks 

The Company may carry insurance to protect against certain risks in such amounts as it considers adequate. Risks 

not insured against include key person insurance as the company heavily relies on the company officers. 

Conflicts of Interest 

Certain directors of the Company also serve as directors and/or officers of other companies involved in other 

business ventures. Consequently, there exists the possibility for such directors to be in a position of conflict. Any 

decision made by such directors involving the Company will be made in accordance with their duties and 

obligations to deal fairly and in good faith with the Company and such other companies. In addition, such directors 

will declare, and refrain from voting on, any matter in which such directors may have a conflict of interest. 

Negative Operating Cash Flows 

As the Company is at the start-up stage it may continue to have negative operating cash flows. Without the injection 

of further capital and the development of revenue streams from its business, the Company may continue to have 

negative operating cash flows until it can be sufficiently developed to commercialize. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

Risks Related as a Going Concern 

At March 31, 2020, the Company had not yet achieved profitable operations, has accumulated losses of $47,211,184 

since its inception and expects to incur further losses in the development of its business, all of which casts 

significant doubt about the Company’s ability to continue as a going concern. The Company’s ability to continue as 

a going concern is dependent upon its ability to generate future profitable operations and/or to obtain the necessary 

financing to conduct its planned business, meet its on-going levels of corporate overhead and discharge its liabilities 

as they come due. These unaudited condensed interim consolidated financial statements have been prepared on a 

going concern basis which assumes that the Company will be able to realize its assets and discharge liabilities in the 

normal course of business. Although the Company presently has sufficient financial resources to undertake its 

currently planned business and has been successful in the past in obtaining financing, there is no assurance that it 

will be able to obtain adequate financing in the future or that such financing will be on terms advantageous to the 

Company. Accordingly, it does not give effect to adjustments, if any that would be necessary should the Company 

be unable to continue as a going concern and, therefore, be required to realize its assets and liquidate its liabilities in 

other than the normal course of business and at amounts which may differ from those shown in these unaudited 

condensed interim consolidated financial statements. 

Reliance on Key Personnel and Advisors 

The Company relies heavily on its officers. The loss of their services may have a material adverse effect on the 

business of the Company. There can be no assurance that one or all of the employees of, and contractors engaged by, 

the Company will continue in the employ of, or in a consulting capacity to, the Company or that they will not set up 

competing businesses or accept positions with competitors. There is no guarantee that certain employees of, and 

contractors to, the Company who have access to confidential information will not disclose the confidential 

information.  

Licenses, Patents and Proprietary Rights 

The Company’s success could depend on its ability to protect its intellectual property, including trade secrets, and 
continue its operations without infringing the proprietary rights of third parties and without having its own rights 
infringed.   

Uncertainty Regarding Penetration of the Target Market 

The commercial success of the Company’s business as compared with those of its competitors depends on its 

acceptance by potential users and the consumer community.  Market acceptance will largely depend on the 

reputation of the Company, its marketing strategy, consumer acceptance and the Company’s services and 

performance.  The Company’s success will depend on its ability to commercialize and expand its network users.  

The Company will need to expand its marketing and sales operations and establish business relations with suppliers 

and users in a timely manner.   

In order to meet its business objectives, the Company will have to ensure that its facilities and services are safe, 

reliable and cost-effective, and bring the expected return.  There can be no assurance that the Company’s facilities 

and services will be accepted and recommended.   
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RISKS AND UNCERTAINTIES (CONTINUED) 

Competition, Technological Obsolescence 

The agriculture and food warehousing / processing industries are competitive.  Others in the field may have 

significantly more financial, technical, distribution and marketing resources.  Technological progress and product 

development may cause the Company’s services and facilities offerings to become obsolete or may reduce their 

market acceptance. 

Operating History and Expected Losses 

The Company expects to make significant investments in order to develop its services, increase marketing efforts, 

improve its operations, conduct research and development and update its equipment.  As a result, start-up operating 

losses are expected and such losses may be greater than anticipated, which could have a significant effect on the 

long-term viability of the Company. 

Reliance on Joint Ventures, License Assignors and Other Parties 

The nature of the Company’s operations requires it to enter into various agreements with partners, joint venture 

partners, other agriculture and food warehousing / processing facilities, and equipment suppliers in the business 

world, government agencies, licensors, licensees, and other parties for the successful operation of its businesses and 

the successful marketing of its services. 

There is no guarantee that those with whom the Company needs to deal will not adopt other technologies or that 

they will not develop alternative business strategies, acting either alone or in conjunction with other parties, 

including the Company’s competitors, in preference to those of the Company. 

Growth Management 

In executing the Company’s business plan for the future, there will be significant pressure on management, 

operations and technical resources.  The Company anticipates that its operating and personnel costs will increase in 

the future.  In order to manage its growth, the Company will have to increase the number of its technical and 

operational employees and efficiently manage its employees, while at the same time efficiently maintaining a large 

number of relationships with third parties. 

Potential Liability 
 

The Company is subject to the risk of potential liability claims with respect to its agriculture and food warehousing / 

processing facilities.  Should such claims be successful, plaintiffs could be awarded significant amounts of damages, 

which could exceed the limits of any liability insurance policies that may be held by the Company.  There is no 

guarantee that the Company will be able to obtain, maintain in effect or increase any such insurance coverage on 

acceptable terms or at reasonable costs, or that such insurance will provide the Company with adequate protection 

against potential liability. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

 

Disclosure Regarding the Company’s Proposed Investments in Entities Carrying on Business in the United 

States Cannabis Industry 

The following disclosure is intended to comply with the Canadian Securities Administrators Staff Notice 51-352 – 

Issuers with U.S. Marijuana-Related Activities.  

 

Regulatory Risks 

The U.S. legal cannabis industry is highly regulated, highly competitive and evolving rapidly. As such, new risks 

may emerge, and management may not be able to predict all such risks or be able to predict how such risks may 

impact on actual results.  

 

Participants in the U.S. legal cannabis industry 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 

restrictions of operations. In addition, changes in regulations, more vigorous enforcement thereof or other 

unanticipated events could require extensive changes to 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 participant and, thereby, on the Company’s prospective returns. Further, the Company may be 

subject to a variety of claims and lawsuits. Adverse outcomes in some or all of these claims may result in significant 

monetary damages or injunctive relief that could adversely affect the Company’s ability to conduct its business. The 

litigation and other claims are subject to inherent uncertainties and management’s view of these matters may change 

in the future. A material adverse impact on the Company’s financial statements also could occur for the period in 

which the effect of an unfavorable final outcome becomes probable and reasonably estimable. 

 

The U.S. legal cannabis industry is subject to extensive controls and regulations, which may significantly affect the 

financial condition of market participants. The marketability of any product may be affected by numerous factors 

that are beyond the control of the participant and which cannot be predicted, such as changes to government 

regulations, including those relating to taxes and other government levies which may be imposed. Changes in 

government levies, including taxes, could reduce the Company’s investments’ earnings and could make future 

investments uneconomic. The industry is also subject to numerous legal challenges, which may significantly affect 

the financial condition of market participants and which cannot be reliably predicted.  

 

The Company expects to derive its revenues from the U.S. legal cannabis industry, which industry is illegal under 

U.S. federal law. As a result of the conflicting views between state legislatures and the federal government regarding  

cannabis, investments in cannabis businesses in the U.S. are subject to inconsistent legislation and regulation. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

Regulatory Risks (continued) 

The Company’s financings are expected to be focused in those U.S. states that have legalized the medical and/or 

adult-use of cannabis. Almost half of the U.S. states have enacted legislation to legalize and regulate the sale and use 

of medical cannabis without limits on THC, while other states have legalized and regulate the sale and use of 

medical cannabis with strict limits on the levels of THC. However, the U.S. federal government has not enacted 

similar legislation and the cultivation, sale and use of cannabis remains illegal under federal law pursuant to the 

CSA. The federal government of the U.S. has specifically reserved the right to enforce federal law in regards to the 

sale and disbursement of medical or adult-use use cannabis, even if state law sanctioned such sale and disbursement. 

It is presently unclear whether the U.S. federal government intends to enforce federal laws relating to cannabis 

where the conduct at issue is legal under applicable state law. This risk was further heightened by the revocation of 

the Cole Memorandum (defined below) in January 2018. 

 

Further, there can be no assurance 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. It is also important to note that local and city ordinances may strictly limit and/or 

restrict the distribution of cannabis in a manner that will make it extremely difficult or impossible to transact 

business in the cannabis industry. If the U.S. 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 state laws are repealed or curtailed, then 

the Company’s investments in such businesses would be materially and adversely affected notwithstanding that the 

Company may not be directly engaged in the sale or distribution of cannabis. U.S. federal actions against any 

individual or entity engaged in the marijuana industry or a substantial repeal of marijuana-related legislation could 

adversely affect the Company, its business and its investments. The Company’s funding of businesses involved in 

the medical and adult-use cannabis industry may be illegal under the applicable federal laws of the United States and 

other applicable law. There can be no assurances the federal government of the United States or other jurisdictions 

will not seek to enforce the applicable laws against the Company. The consequences of such enforcement would be 

materially adverse to the Company and the Company’s business and could result in the forfeiture or seizure of all or 

substantially all of the Company’s assets. 

 

Nature of the Company’s Involvement in the U.S. Cannabis Industry 

Through the acquisition of WAK, the Company will have involvement in the cannabis industry in the United 

States.  The Company is engaged in the distribution of vape pens and CBD and THC derivatives in the United 

States.  

Illegality under U.S. Federal Law 

More than half of the U.S. states have enacted legislation to regulate the sale and use of cannabis on either a 

medical or adult-use level. However, notwithstanding the permissive regulatory environment of cannabis at the 

state-level, cannabis continues to be categorized as a controlled substance under the CSA in the U.S. and, as such, 

activities within the cannabis industry are illegal under U.S. federal law. 
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Disclosure Regarding the Company’s Proposed Investments in Entities Carrying on Business in the United 

States Cannabis Industry (continued) 

 

As a result of the conflicting views between state legislatures and the federal government regarding cannabis, 

investments in cannabis-related businesses in the U.S. are subject to a higher degree of uncertainty and risk. Unless 

and until the U.S. federal government amends the CSA with respect to cannabis (and as to the timing or scope of 

any such potential amendment there can be no assurance), there can be no assurance that it will not seek to 

prosecute cases involving cannabis businesses that are otherwise compliant with state law. Such potential 

proceedings 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, disgorgement of profits, cessation of business activities or divestiture. 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, even if such proceedings were concluded successfully in 

favor of the Company. 

 The inconsistent regulation of cannabis at the federal and state levels was addressed in 2013 when then Deputy 

Attorney General, James Cole, authored a memorandum (the “Cole Memorandum”) acknowledging that although 

cannabis is a controlled substance at the federal level, several U.S. states have enacted laws relating to cannabis for 

medical purposes. The Cole Memorandum noted that in jurisdictions that have enacted laws legalizing cannabis in 

some form and that have also implemented strong and effective regulatory and enforcement systems to control the 

cultivation, distribution, sale and possession of cannabis, conduct in compliance with those laws and regulations is 

less likely to be a priority at the federal level. However, the Department of Justice (“DOJ”) has never provided 

specific guidelines for what regulatory and enforcement systems it deems sufficient under the Cole Memorandum 

standard. However, on January 4, 2018 the Cole Memorandum was revoked by Attorney General Jeff Sessions. 

While this did not create a change in federal law, as the Cole Memorandum was not itself law, the revocation added 

to the uncertainty of U.S. federal enforcement of the CSA in states where cannabis use is regulated. Sessions also 

issued a one-page memorandum (the “Sessions Memorandum”). This confirmed the rescission of the Cole 

Memorandum and explained that the Cole Memorandum was “unnecessary” due to existing general enforcement 

guidance as set forth in the U.S. Attorney’s Manual (the “USAM”). The USAM enforcement priorities, like those of 

the Cole Memorandum, are also based on 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.”  
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Disclosure Regarding the Company’s Proposed Investments in Entities Carrying on Business in the United 

States Cannabis Industry (continued) 

 

While the Sessions Memorandum does emphasize that marijuana is a Schedule I controlled substance and states the 

statutory view that it is a “dangerous drug and that marijuana activity is a serious crime,” it does not otherwise guide 

U.S. Attorneys that the prosecution of marijuana-related offenses is now a DOJ priority. Furthermore, the Sessions 

Memorandum explicitly describes itself as a guide to prosecutorial discretion. Such discretion is firmly in the hands 

of U.S. Attorneys in deciding whether or not to prosecute marijuana-related offenses. U.S. Attorneys could 

individually continue to exercise their discretion in a manner similar to that displayed under the Cole 

Memorandum’s guidance. Dozens of U.S. Attorneys across the country have affirmed their commitment to 

proceeding in this manner, or otherwise affirming that their view of federal enforcement priorities has not changed, 

although a few have displayed greater ambivalence. In California, at least one U.S. Attorney has made comments 

indicating a desire to enforce the CSA. Adam Braverman, Interim U.S. Attorney for the Southern District of 

California, has stated that the rescission of the Cole Memorandum “returns trust and local control to federal 

prosecutors” to enforce the CSA. Additionally, Greg Scott, the Interim U.S. Attorney for the Eastern District of 

California, has a history of prosecuting medical cannabis activity; and his office published a statement that cannabis 

remains illegal under federal law, and that his office would “evaluate violations of those laws in accordance with our 

district’s federal law enforcement priorities and resources.” 

 

The Rohrabacher Blumenauer Appropriations Amendment (originally the Rohrabacher Farr Amendment) has been 

included in federal annual spending bills since 2014. This amendment restricts the Department of Justice from using 

federal funds to prevent states with medical cannabis regulations from implementing laws that authorize the use, 

distribution, possession or cultivation of medical cannabis. In 2017, Senator Patrick Leahy (D-Vermont) introduced 

a parity amendment to H.R.1625–a vehicle for the Consolidated Appropriations Act of 2018, preventing federal 

prosecutors from using federal funds to impede the implementation of medical cannabis laws enacted at the state 

level, subject to Congress restoring such funding (“Leahy Amendment”). The Leahy Amendment was set to expire 

with the 2018 fiscal year on September 30, 2018; however, Congress approved a nine-week continuing resolution 

from the 2018 fiscal year (the “Continuing Resolution”). The Continuing Resolution has the result of providing 

ongoing and consistent protection for the medical cannabis industry until December 7, 2018. Congress has been 

negotiating the 2019 fiscal year appropriations since February 2018. Although we expect that language protecting 

the medical cannabis industry will be included in the final 2019 fiscal year appropriations bill, there can be no 

assurance that the final 2019 fiscal year appropriations bill will include appropriations protecting the medical 

cannabis industry. 

 

American courts have construed these appropriations bills to prevent the federal government from prosecuting 

individuals when those individuals comply with state medical cannabis laws. However, because this conduct 

continues to violate federal law, American courts have observed that should Congress at any time choose to 

appropriate funds to fully prosecute the CSA, any individual or business, even those that have fully complied with 

state law, could be prosecuted for violations of federal law. If Congress restores funding, for example by declining 

to include the Rohrabacher-Farr Amendment in future budget resolutions, or by failing to pass necessary budget 

legislation and causing another government shutdown, the government will have the authority to prosecute 

individuals for violations of the law before it lacked funding under the five-year statute of limitations applicable to 

non-capital CSA violations. Additionally, it is important to note that the appropriations protections only apply to 

medical cannabis operations and provide no protection against businesses operating in compliance with a state’s 

adult-use cannabis laws. 
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Disclosure Regarding the Company’s Proposed Investments in Entities Carrying on Business in the United 

States Cannabis Industry (continued) 

 

Illegality under U.S. Federal Law (continued) 

 

As previously stated, 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, disgorgement of profits, cessation 

of business activities or divestiture. This could have a material adverse effect on the Company, including its 

reputation and ability to conduct business, the listing of its securities on any stock exchange, 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 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. The approach to the enforcement of laws related to cannabis may be subject to change or may not 

proceed as previously outlined. 

 

The Company’s activities in the U.S. cannabis industry will be made: (i) only in those states that have enacted 

laws legalizing cannabis in an appropriate manner; and (ii) only in those entities that have fully complied with such 

state (and local) laws and regulations and have the licenses, permits or authorizations to properly carry on each 

element of their business.  

The Company will continue to monitor, evaluate and re-assess the regulatory framework in each state in which it 

may hold an investment, and the federal laws applicable thereto, on an ongoing basis; and will update its continuous 

disclosure regarding government policy changes or new or amended guidance, laws or regulations regarding 

cannabis in the U.S. 

Anti-Money Laundering Laws and Regulations 

 

The Company is subject to a variety of laws and regulations in Canada and the U.S. that involve money laundering, 

financial record-keeping and proceeds of crime, including the U.S. Currency and Foreign Transactions Reporting 

Act of 1970 (commonly known as 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), the Proceeds of Crime (Money Laundering) and Terrorist Financing Act (Canada), as amended and 

the rules and regulations thereunder, and any related or similar rules, regulations or guidelines, issued, administered 

or enforced by governmental authorities in the U.S. and Canada. Further, under U.S. federal law, banks or other 

financial institutions that provide a cannabis business with a chequing account, debit or credit card, small business 

loan, or any other service could be found guilty of money laundering, aiding and abetting, or conspiracy. 

Despite these laws, the FinCEN issued the FinCEN Memorandum on February 14, 2014 outlining the pathways for 

financial institutions to bank marijuana businesses in compliance with federal enforcement priorities. 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 federal money laundering laws. It refers to supplementary 

guidance in a DOJ memorandum issued to federal prosecutors relating to the prosecution of money laundering 

offenses predicated on cannabis-related violations of the CSA (the “2014 Cole Memo”). The 2014 Cole Memo was 

rescinded as of January 4, 2018, along with the Cole Memorandum, removing guidance that enforcement of 

applicable financial crimes was not a DOJ priority. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

Anti-Money Laundering Laws and Regulations (continued) 

 

Disclosure Regarding the Company’s Proposed Investments in Entities Carrying on Business in the United 

States Cannabis Industry (continued) 

 

Attorney General Sessions’ revocation of the Cole Memorandum and the 2014 Cole Memo has not affected the 

status of the FinCEN Memorandum, nor has the Department of the Treasury given any indication that it intends to 

rescind the FinCEN Memorandum itself. Though it was originally intended for the 2014 Cole Memo and the 

FinCEN Memorandum to work in tandem, the FinCEN Memorandum appears to remain in effect as a standalone 

document which explicitly lists the eight enforcement priorities originally cited in the rescinded Cole Memorandum. 

Although the FinCEN Memorandum remains intact, indicating that the Department of the Treasury and FinCEN 

intend to continue abiding by its guidance, it is unclear whether the current administration will continue to follow 

the guidelines of the FinCEN Memorandum. 

 

Overall, since the production and possession of cannabis is illegal under U.S. federal law, there is a strong argument 

that banks cannot accept for deposit funds from businesses involved with the cannabis industry. Consequently, 

businesses involved in the cannabis industry often have difficulty finding a bank willing to accept their business. As 

the Company will have a material ancillary involvement in the U.S. legal cannabis industry, the Company may find 

that it is unable to open bank accounts with certain Canadian financial institutions, which in turn may make it 

difficult to operate the Company’s business. 

The Company’s activities, and any proceeds thereof, may be considered proceeds of crime due to the fact that 

cannabis remains illegal federally in the U.S. This may restrict the ability of the Company to declare or pay 

dividends, effect other distributions or subsequently repatriate such funds back to Canada. Furthermore, while the 

Company has no current intention to declare or pay dividends on its shares in the foreseeable future, the Company 

may decide or be required to suspend declaring or paying dividends without advance notice and for an indefinite 

period of time. 

 

Canadian Securities Regulatory Matters 

 

The Company’s involvement in the U.S. cannabis industry may become the subject of heightened scrutiny by 

regulators, stock exchanges, clearing agencies and other authorities in Canada. It has been reported in Canada that 

the Canadian Depository for Securities Limited is considering a policy shift that would see its subsidiary, CDS 

Clearing and Depository Services Inc. (“CDS”), refuse to settle trades for cannabis issuers that have investments in 

the U.S. CDS is Canada’s central securities depository, clearing and settling trades in the Canadian equity, fixed 

income and money markets. The TMX Group, the owner and operator of CDS, subsequently issued a statement on 

August 17, 2017 reaffirming that there is no CDS ban on the clearing of securities of issuers with cannabis-related 

activities in the U.S., despite media reports to the contrary, and that the TMX Group was working with regulators to 

arrive at a solution that will clarify this matter, which would be communicated at a later time. If such a ban were to 

be implemented, it would have a material adverse effect on the ability of holders of Common Shares to make and 

settle trades. In particular, the Common Shares would become highly illiquid and, until an alternative was 

implemented, investors would have no ability to effect a trade of the Common Shares through the facilities of a 

stock exchange, should the Common Shares have become listed on a stock exchange. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

Canadian Securities Regulatory Matters (continued) 

 

Disclosure Regarding the Company’s Proposed Investments in Entities Carrying on Business in the United 

States Cannabis Industry (continued) 

 

On February 8, 2018, following discussions with the Canadian Securities Administrators and recognized Canadian 

securities exchanges, the TMX Group announced the signing of a Memorandum of Understanding (“MOU”) with 

Aequitas NEO Exchange Inc., the CSE, the Toronto Stock Exchange, and the TSX Venture Exchange. The MOU 

outlines the parties’ understanding of Canada’s regulatory framework applicable to the rules, procedures, and 

regulatory oversight of the exchanges and CDS as it relates to issuers with cannabis-related activities in the U.S. The 

MOU confirms, with respect to the clearing of listed securities, that CDS relies on the exchanges to review the 

conduct of listed issuers. As a result, there is no CDS ban on the clearing of securities of issuers with cannabis-

related activities in the U.S. However, there can be no guarantee that this approach to regulation will continue in the 

future. If such a ban were to be implemented at a time when the Common Shares are listed on a stock exchange, it 

would have a material adverse effect on the ability of holders of Common Shares to make and settle trades. In 

particular, the Common Shares would become highly illiquid as until an alternative was implemented, investors 

would have no ability to affect a trade of the Common Shares through the facilities of the applicable stock exchange. 

 

Heightened Scrutiny  

 

For the reasons set forth above, the Company’s future investments in the U.S. may become the subject of heightened 

scrutiny by regulators, stock exchanges and other authorities in Canada. As a result, the Company may be subject to 

significant direct and indirect interaction with public officials. There can be no assurance that this heightened 

scrutiny will not in turn lead to the imposition of certain restrictions on the Company’s ability to invest in the U.S. or 

any other jurisdiction, in addition to those described herein. 

 

Change in Laws, Regulations and Guidelines 

 

The Company’s proposed business operations will indirectly be affected by a variety of laws, regulations and 

guidelines relating to the manufacture, management, transportation, storage and disposal of cannabis, but also 

including laws and regulations relating to consumable products health and safety, the conduct of operations and the 

protection of the environment. These laws and regulations are broad in scope and subject to evolving interpretations, 

which could require participants to incur substantial costs associated with compliance or alter certain aspects of its 

business plans. In addition, violations of these laws, or allegations of such violations, could disrupt certain aspects of 

the Company’s business plans and result in a material adverse effect on certain aspects of its planned operations. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

Unfavorable Publicity or Consumer Perception 

 

The legal cannabis industry in the United States is at an early stage of its development. Cannabis has been, and will 

continue to be, a controlled substance for the foreseeable future. Consumer perceptions regarding legality, morality, 

consumption, safety, efficacy and quality of cannabis are mixed and evolving. Consumer perception can be 

significantly influenced by scientific research or findings, regulatory investigations, litigation, media attention and 

other publicity regarding the consumption of cannabis products. There can be no assurance that future scientific 

research, findings, regulatory proceedings, litigation, media attention or other research findings or publicity will be 

favorable to the cannabis market or any particular product, or consistent with earlier publicity. Future research 

reports, findings, regulatory proceedings, litigation, media attention or other publicity that are perceived as less 

favorable than, or that question, earlier research reports, findings or publicity could have a material adverse effect on 

the demand for cannabis and on the business, results of operations, financial condition and cash flows of the 

Company. Further, adverse publicity reports or other media attention regarding cannabis in general or associating 

the consumption of cannabis with illness or other negative effects or events, could have such a material adverse 

effect. Public opinion and support for medical and adult-use cannabis use 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 marijuana as opposed to legalization in general). The Company’s ability to gain 

and increase market acceptance of its proposed investment business may require substantial expenditures on investor 

relations, strategic relationships and marketing initiatives. There can be no assurance that such initiatives will be 

successful and their failure may have an adverse effect on the Company. 

 

Risks Related to Intellectual Property 

 

Our success will depend in part upon our ability to protect our intellectual property and proprietary technologies and 

upon the nature and scope of the intellectual property protection we receive. The ability to compete effectively and 

to achieve partnerships will depend on our ability to develop and maintain proprietary aspects of our technology and 

to operate without infringing on the proprietary rights of others. The presence of such proprietary rights of others 

could severely limit our ability to develop and commercialize our products, to conduct our existing research and 

could require financial resources to defend litigation, which may be in excess of our ability to raise such funds. 

There is no assurance that our pending patent applications or those that we intend to acquire will be approved in a 

form that will be sufficient to protect our proprietary technology and gain or keep any competitive advantage that we 

may have or, once approved, will be upheld in any post-grant proceedings brought by any third parties. 

 

The patent positions of pharmaceutical companies can be highly uncertain and involve complex legal, scientific and 

factual questions for which important legal principles remain unresolved. Patents issued to us or our respective 

licensors may be challenged, invalidated or circumvented. To the extent our intellectual property, including licensed 

intellectual property, offers inadequate protection, or is found to be invalid or unenforceable, we are exposed to a 

greater risk of direct competition. If our intellectual property does not provide adequate protection against our 

competitors’ products, our competitive position could be adversely affected, as could our business, financial 

condition and results of operations. Both the patent application process and the process of managing patent disputes 

can be time consuming and expensive, and the laws of some foreign countries may not protect our intellectual 

property rights to the same extent as do the laws of Canada and the United States. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

We will be able to protect our intellectual property from unauthorized use by third parties only to the extent that our 

proprietary technologies, key products, and any future products are covered by valid and enforceable intellectual 

property rights including patents or are effectively maintained as trade secrets, and provided we have the funds to 

enforce our rights, if necessary. 

 

Research Delays 

 

We cannot predict whether any clinical trials will begin as planned or will be completed on schedule, or at all. 

Significant clinical trial delays could allow our competitors to bring products to market before us, which would 

impair our ability to successfully commercialize our product candidates and may harm our financial condition, 

results of operations and prospects. The commencement and completion of clinical trials for our products may be 

delayed for a number of reasons, including delays related, but not limited, to: failure by regulatory authorities to 

grant permission to proceed or placing the clinical trial on hold; patients failing to enroll or remain in our trials at the 

rate we expect; product candidates demonstrating a lack of safety or efficacy during clinical trials; patients choosing 

an alternative treatment for the indications for which we are developing any of our product candidates or 

participating in competing clinical trials; patients failing to complete clinical trials due to dissatisfaction with the 

treatment, side effects or other reasons;  reports of clinical testing on similar technologies and products raising safety 

and/or efficacy concerns;  competing clinical trials and scheduling conflicts with participating clinicians;  clinical 

investigators not performing our clinical trials on their anticipated schedule, dropping out of a trial, or employing 

methods not consistent with the clinical trial protocol, regulatory requirements or other third parties not performing 

data collection and analysis in a timely or accurate manner; inspections of clinical trial sites by regulatory bodies or 

ethics committees finding regulatory violations that require us to undertake corrective action, resulting in suspension 

or termination of one or more sites or the imposition of a clinical hold on the entire study; one or more regulatory 

bodies or ethics committees rejecting, suspending, or terminating the study at an investigational site, precluding 

enrolment of additional subjects, or withdrawing its approval of the trial; or failure to reach agreement on acceptable 

terms with prospective clinical trial sites. 

 

Commercialization 

Given the early stage of our product development, we can make no assurance that our research and development 

programs will result in regulatory approval or commercially viable products. To achieve profitable operations, we, 

alone or with others, must successfully develop, gain regulatory approval, and market our future products. We 

currently have no products that have been approved by the FDA, Health Canada or any similar regulatory authority. 

To obtain regulatory approvals for our product candidates being developed and to achieve commercial success, 

clinical trials must demonstrate that the product candidates are safe for human use and that they demonstrate 

efficacy. While we have commenced pre-clinical trials we have not yet completed later stage clinical trials for any of 

our product candidates. 

Many product candidates never reach the stage of clinical testing and even those that do have only a small chance of 

successfully completing clinical development and gaining regulatory approval. Unsatisfactory results relating to a 

research and development program may cause us or our collaborators to abandon commitments to that program. 

Positive results of early preclinical research may not be indicative of the results that will be obtained in later stages 

of preclinical or clinical research. Similarly, positive results from early-stage clinical trials may not be indicative of 

favourable outcomes in later-stage clinical trials, and we can make no assurance that any future studies, if 

undertaken, will yield favourable results. 
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RISKS AND UNCERTAINTIES (CONTINUED) 

Clinical Trial Failure Risk 

 

Before obtaining marketing approval from regulatory authorities for the sale of our product candidates, we must 

conduct extensive clinical trials in humans to demonstrate the safety and efficacy of the product candidates. Clinical 

testing is expensive and difficult to design and implement, can take many years to complete and has uncertain 

outcomes. The outcome of preclinical studies and early clinical trials may not predict the success of later clinical 

trials, and interim results of a clinical trial do not necessarily predict results. Several companies in the 

pharmaceutical and biotechnology industries have suffered significant setbacks in advanced clinical trials due to 

lack of efficacy or unacceptable safety profiles, notwithstanding promising results in earlier trials. 

 

We do not know whether the clinical trials we may conduct will demonstrate adequate efficacy and safety to result 

in regulatory approval to market any of our product candidates in any jurisdiction. A product candidate may fail for 

safety or efficacy reasons at any stage of the testing process. A major risk we face is the possibility that none of our 

product candidates under development will successfully gain market approval from the FDA or other regulatory 

authorities, resulting in us being unable to derive any commercial revenue from them after investing significant 

amounts of capital in their development. 

 

FINANCIAL AND DISCLOSURE CONTROLS AND PROCEDURES  

During the period ended March 31, 2020, there has been no significant change in the Company’s internal control 

over financial reporting since last year.   

The management of the Company has filed the Venture Issuer Basic Certificate with the Interim Filings on SEDAR 

at www.sedar.com. 

FINANCIAL AND DISCLOSURE CONTROLS AND PROCEDURES 

In contrast to the certificate required for non-venture issuers under National Instrument 52-109 Certification of 

Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), the venture issuer basic certificate does not include 

representations relating to the establishment and maintenance of disclosure controls and procedures (“DC&P”) and 

internal control over financial reporting (“ICFR”), as defined in NI 52-109. Investors should be aware that inherent 

limitations on the ability of certifying officers of a venture issuer to design and implement on a cost effective basis 

DC&P and ICFR as defined in NI 52-109 may result in additional risks to the quality, reliability, transparency, and 

timeliness of interim and annual filings and other reports provided under securities legislation. 

 


