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Independent Auditor's Report 

To the Shareholders of Plus Products Inc.:  

Opinion 

We have audited the consolidated financial statements of Plus Products Inc. and its subsidiaries (the "Company"), which comprise the 
consolidated statement of financial position as at December 31, 2018, and the consolidated statements of loss and comprehensive loss, 
changes in equity and cash flows for the year then ended, and notes to the consolidated financial statements, including a summary of 
significant accounting policies. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial 
position of the Company as at December 31, 2018, and its consolidated financial performance and its consolidated cash flows for the 
year then ended in accordance with International Financial Reporting Standards. 

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards 
are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are 
independent of the Company in accordance with the ethical requirements that are relevant to our audit of the consolidated financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Other Matter 

The consolidated financial statements of the Company for the year ended December 31, 2017 were audited by another auditor who 
expressed an unmodified opinion on those consolidated financial statements on October 18, 2018. 

Other Information 

Management is responsible for the other information. The other information comprises Management’s Discussion and Analysis. 

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance 
conclusion thereon.  

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge obtained in 
the audit or otherwise appears to be materially misstated. We obtained Management’s Discussion and Analysis prior to the date of this 
auditor’s report. If, based on the work we have performed on this other information, we conclude that there is a material misstatement of 
this other information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the 
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting process



Auditor's Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high 
level of assurance but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will 
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of 
these consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, 
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by management. 

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the 
Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw 
attention in our auditor's report to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's 
report. However, future events or conditions may cause the Company to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and 
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and 
significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding 
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our 
independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditor's report is Sean Patrick Crewe. 

Mississauga, Ontario Chartered Professional Accountants
April 30, 2019  Licensed Public Accountants



PLUS PRODUCTS INC. 
Consolidated Statements of Financial Position 
(Expressed in U.S. Dollars) 

As at December 31,

Note 2018 2017

$ $

Assets

Current assets

Cash and cash equivalents 22,398,587 150,122

Trade receivables 1,379,066 329,696

Inventory 7 630,337 307,941

Prepaids 172,128 81,000

Due from related party - 115,709

Total current assets 24,580,118 984,468

Deposits  586,354 20,649

Property and equipment 8 1,875,401 816,383

Intangible assets 6 741,863 -

Goodwill 6 61,296 -

Total assets 27,845,032 1,821,500

Liabilities and shareholders' equity 

Current liabilities

Accounts payable and accrued liabilities 9 2,009,412 440,850

Income taxes payable 18 155,714 -

Notes payable 10 - 600,000

Total liabilities 2,165,126 1,040,850

Shareholders' equity 

Share capital 11 34,065,191 3,947,679

Reserves 11 2,391,055 773,496

Deficit (10,776,340) (3,940,525)

Total shareholders' equity 25,679,906 780,650

Total liabilities and shareholders' equity 27,845,032 1,821,500

Commitments (Note 17) 
Subsequent events (Note 19) 

Approved on behalf of the board of Directors on April 30, 2019: 

"Craig Heimark" "Jacob Heimark " 

Director Director 

The accompanying notes are an integral part of these consolidated financial statements.



PLUS PRODUCTS INC. 
Consolidated Statements of Loss and Comprehensive Loss 
(Expressed in U.S. Dollars) 

Year ended December 31,

Note 2018 2017

$ $

Revenue 8,362,547 1,070,256

Cost of sales 7,251,392 1,556,185

Gross margin 1,111,155 (485,929)

Operating expenses 

Advertising and promotion 192,583 82,340

Amortization 8 1,956 434

Consulting fees 775,683 1,053,761

General and administrative 772,761 228,137

Meals and travel expenses 413,278 206,371

Professional fees 2,071,338 299,922

Regulatory fees 14,245 18,163

Research and development 828 20,905

Salaries and benefits 12 2,143,927 499,233

Share-based compensation 11 1,225,714 56,520

Loss from operations (6,501,158) (2,951,715)

Other items 

Other (income) expense (1,486) 46,074

Interest expenses 10 33,219 58,417

Loss on foreign exchange 147,210 -

Loss before income taxes (6,680,101) (3,056,206)

Income tax expense 18 155,714 -

Loss and comprehensive loss for the year (6,835,815) (3,056,206)

Weighted average shares outstanding: 

Basic and diluted 14,296,098 13,927,681

Loss per share: 

Basic and diluted $(0.48) $(0.22)

The accompanying notes are an integral part of these consolidated financial statements.



PLUS PRODUCTS INC. 
Consolidated Statement of Changes in Equity 
(Expressed in U.S. Dollars) 

Proportionate/Common shares1 Subordinate/Preferred shares1 Total 

Number of 
Shares Amount 

Number of 
Shares Amount Reserves Deficit 

Shareholders’ 
Equity 

# $ # $ $ $ $ 

Balance, December 31, 2016 103,627 1,036 - - 785,000 (893,319) (107,283) 

Proportionate shares repurchased (Note 11(c)(iii)) (4,627) (21,000) - - - 9,000 (12,000)

Proportionate shares issued for cash (Note 11(c)(i)) 18,587 855,000 - - (785,000) - 70,000

Proportionate shares issued for stock grants (Note 11(c)(ix)) 3,000 18,000 - - - - 18,000 

Proportionate shares issued for services (Note 11(c)(ii)) 6,431 38,584 - - - - 38,584

Subordinate shares issued for cash (Note 11(d)(i)(ii)) - - 4,890,263 3,132,339 125,420 - 3,257,759

Obligation to issue shares (Note 11) - - - - 648,076 - 648,076

Share issuance costs (Note 11(c)(v)(d)(iii)) - (13,975) - (62,305) - - (76,280)

Net loss for the year (Note 11) - - - - - (3,056,206) (3,056,206)

Balance, December 31, 2017 127,018 877,645 4,890,263 3,070,034 773,496 (3,940,525) 780,650 

Proportionate shares repurchased (Note 11(c)(vi)) (300) (1,200) - - - - (1,200) 

Proportionate shares issued for RSU (Note 11(c)(vii)(viii)(g)) 15,300 413,100 - - 12,734 - 425,834 

Proportionate shares issued on option exercise (Note 11(c)(ix)) 1,250 55,277 - - (21,527) - 33,750 

Subordinate shares converted to proportionate (Note 11(c)(x)(d)) 9,958 1,195,012 (995,843) (1,195,012) - - - 

Subordinate shares issued for the Transaction (Note 5) - - 100 1 - - 1 

Subordinate shares issued for acquisition (Note 6, 11(d)(x)) - - 357,464 122,233 703,324 - 825,557 

Subordinate shares issued for consulting fees (Note 11(d)(iv)(v)) - - 2,318,414 1,130,051 (648,076) - 481,975 

Subordinate shares issued for cash, net (Note 11(d)(vi)(vii)(viii)) - - 11,525,964 15,085,469 780,293 - 15,865,762 

Subordinate shares issued in public offering, net (Note 11(d)(ix)) - - 6,233,847 13,310,441 337,131 - 13,647,572 

Subordinate shares issued on warrant exercise (Note 11(d)) - - 590 2,140 (665) - 1,475 

Share-based compensation – options granted (Note 11(e)) - - - - 454,345 - 454,345 

Net loss for the year - - - - - (6,835,815) (6,835,815) 

Balance, December 31, 2018 153,226 2,539,834 24,330,799 31,525,357 2,391,055 (10,776,340) 25,679,906 

1Common shares were converted to Proportionate shares (not publicly listed) 100 to 1. Preferred shares were converted to Subordinate shares (publicly listed) 1 to 1. For purposes of calculating the loss per share, one 

Proportionate share is the equivalent of 100 Subordinate shares. 

The accompanying notes are an integral part of these consolidated financial statements.



PLUS PRODUCTS INC. 
Consolidated Statements of Cash Flows 
(Expressed in U.S. Dollars) 

Year Ended December 31, 

2018 2017

$ $

Cash flows used in operating activities 

Loss for the year (6,835,815) (3,056,206)

Non-cash items:

Depreciation 447,195 23,927

Bad debt expenses - 46,074

Interest expenses - 58,417

Share-based compensation 1,225,714 704,596

Changes in operating assets and liabilities

Trade receivables (1,049,370) (359,122)

Prepaid and deposits (617,380) (58,609)

Inventory (322,396) (272,901)

Accounts payable and accrued liabilities 1,543,679 357,074

Income tax payable 155,714 -

Due to related party 115,709 (88,872)

Net cash used in operating activities (5,336,950) (2,645,622)

Cash flows used in investing activities 

Purchase of property and equipment (1,414,794) (820,561)

Purchase of Good Co-op, Inc. (83,591) -
Net cash used in investing activities (1,498,385) (820,561)

Cash flows provided by financing activities

Proceeds from issuance of loan payable - 200,000

Repayments of loan payable (600,000) (91,600)
Proceeds from issuance of shares and warrant, net 

of share issuance costs 29,685,000 3,251,479 

Common shares repurchased (1,200) (12,000)
Net cash provided by financing activities 29,083,800 3,347,879

Change in cash and cash equivalents 22,248,465 (118,304)

Cash and cash equivalents, beginning of the year 150,122 268,426

Cash and cash equivalents, end of the year 22,398,587 150,122

Supplemental Disclosure: 
The Company issued 357,464 Subordinate Shares with a value of $825,557 (2017 - $Nil) for the acquisition of the 

assets of GOOD CO-OP INC. (Note 6). 

The accompanying notes are an integral part of these consolidated financial statements.



PLUS PRODUCTS INC. 
Notes to the Consolidated Financial Statements 
(Expressed in U.S. Dollars unless otherwise noted) 
For the years ended December 31, 2018 and 2017 

6 

1. NATURE OF OPERATIONS AND GOING CONCERN 

Plus Products Inc. (“Plus Products” or the “Company”) was incorporated on March 29, 2018 under the laws of British 

Columbia. The Company’s head office is located at 1500 – 1055 West Georgia Street, Vancouver, BC V6E 4N7.  On 
October 26, 2018, the Company completed an initial public offering whereby its subordinate voting shares became 
listed on the on the Canadian Securities Exchange (the “CSE”) under the symbol “PLUS” and then subsequently on 

the OTC Market Group (“OTCQB”) in the United States under the symbol “PLPRF”. 

Plus Products is a Canadian-listed cannabis company with operations in the United States specializing in the 
development, manufacturing, marketing and sale of cannabis infused products in the state of California. Its products 
consist of cannabis-infused edibles, which the Company sells to both the regulated medicinal and adult-use, or 

recreational, markets. 

On July 25, 2018, the Company completed an acquisition and share exchange (the “Transaction”) (Note 5) with Plus 
Products Holdings, Inc. (“Plus Nevada”), a private company incorporated April 11, 2018 in the state of Nevada with 

operations in the United States specializing in the development, manufacturing, marketing and sale of cannabis infused 
products in the state of California. Plus Nevada, pursuant to a merger with Plus Products Holdings, Inc. (Delaware) 
(Note 4) has been in operations since April 7, 2015 and includes the consolidation of its subsidiaries Carberry, LLC. 

(“Carberry”) and Plus Products California Cooperative, Inc. (“Plus Cooperative”) (see Note 2b). 

For accounting purposes, the Transaction was considered a reverse takeover whereby Plus Products was deemed to 
be the acquiree and Plus Nevada the acquirer with the net identifiable assets of Plus Products deemed to have been 
acquired by Plus Nevada, but Plus Products the continuing entity. Consequently, the consolidation includes the results 

of Plus Nevada for both the years ended December 31, 2018 and 2017, even though the Company was only 
incorporated in 2018 (see Note 5). 

2. BASIS OF PRESENTATION 

a) Statement of compliance 

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”), effective for the financial 

year ended December 31, 2018. IFRS include International Accounting Standards (“IAS”) and interpretations issued 
by the IFRS Interpretations Committee (“IFRIC”).  

These consolidated financial statements were authorized for issuance by the Directors of the Company on April 30, 
2019. 



PLUS PRODUCTS INC. 
Notes to the Consolidated Financial Statements 
(Expressed in U.S. Dollars unless otherwise noted) 
For the years ended December 31, 2018 and 2017 

7 

2. BASIS OF PRESENTATION (continued) 

b) Basis of preparation and consolidation 

These consolidated financial statements have been prepared on a historical cost basis, except for certain financial 
assets and liabilities which are measured at fair value, or amortized cost, as applicable. The presentation currency is 
the United States (“U.S.”) dollar; therefore, all amounts are presented in U.S. dollars unless otherwise noted. Balances 
presented in Canadian dollars are referenced as C$. 

These consolidated financial statements have been prepared using the going concern function which assumes that the 
Company will continue in operation for the foreseeable future, will obtain additional financing as required, and will 
be able to realize its assets and discharge its liabilities in the normal course of operations as they come due. 

These consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, Plus 
Nevada, Plus Cooperative, and Carberry. In January 2018, Plus Delaware acquired the assets of Plus Cooperative, 
which it then assigned to Carberry. Plus Cooperative was dissolved on July 10, 2018. All intercompany transactions 
and balances have been eliminated on these consolidated financial statements. 

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statements of loss 
and comprehensive loss from the effective date of acquisition up to the effective date of disposal, as appropriate. 
Where necessary, adjustments are made to the results of subsidiaries to bring their accounting policies into line with 
those used by the Company. 

c) Reclassification of comparative amounts  

The Company has reclassified certain comparative prior year balances in these consolidated financial statements, 
where applicable, in order to conform to the presentation used in the current year. The changes do not affect the 
Company’s prior year’s loss or comprehensive loss or net asset position. 

d) Critical accounting judgements and estimates 

The preparation of these consolidated financial statements in accordance with IFRS requires management to use 
judgment in applying its accounting policies and estimates and assumptions about the future.  Estimates and other 
judgments are continuously evaluated and are based on management’s experience and other factors, including 
expectations about future events that are believed to be reasonable under the circumstances.   Actual results may differ 
from these estimates.   

Critical judgments exercised in applying accounting policies, apart from those involving estimates, that have the most 
significant effect on the amounts recognized in the consolidated financial statements are as follows: 

(i) Functional currency  

The functional currency for each of the Company’s subsidiaries is the currency of the primary economic 
environment in which the respective entity operates; the Company has determined the functional currency of 
each entity to be the US dollar. Such determination involves certain judgements to identify the primary economic 
environment. The Company reconsiders the functional currency of its subsidiaries if there is a change in events 
and/or conditions which determine the primary economic environment. 

(ii) Determination of a business 

Determination of whether a set of assets acquired, and liabilities assumed constitute a business may require the 
Company to make certain judgements, taking into account all facts and circumstances. A business consists of 
inputs, including non-current assets and processes, including operational processes, that when applied to those 
inputs have the ability to create outputs that provide a return to the Company and its shareholders.  



PLUS PRODUCTS INC. 
Notes to the Consolidated Financial Statements 
(Expressed in U.S. Dollars unless otherwise noted) 
For the years ended December 31, 2018 and 2017 

8 

2. BASIS OF PRESENTATION (continued) 

(iii) Impairment of long-lived assets 

Property and equipment are tested for impairment when events or changes in circumstances indicate that the 
carrying value may not be recoverable.  For the purposes of measuring recoverable values, assets are grouped at 
the lowest levels for which there are separately identifiable cash flows.  The recoverable value is the greater of 
an asset’s fair value less costs of disposal and value in use.  In assessing the value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and risk specific to the asset.  An impairment loss is recognized for the 
value by which the asset’s carrying value exceeds its recoverable value.

(iv) Provisions 

Provisions recognized in the consolidated financial statements involve judgments on the occurrence of future 
events, which could result in a material outlay for the Company. In determining whether an outlay will be 
material, the Company considers the expected future cash flows based on facts, historical experience and 
probabilities associated with such future events. Uncertainties exist with respect to estimates made by 
management and as a result, the actual expenditure may differ from amounts currently reported. 

(v) Estimated useful life, depreciation and amortization 

Management estimates the useful lives of property and equipment based on the period during which the assets 
are expected to be available for use.  The amounts and timing of recorded expenses for depreciation of property 
and equipment for any period are affected by these estimated useful lives.  The estimates are reviewed at least 
annually and are updated if expectations change as a result of physical wear and tear, technical or commercial 
obsolescence and legal or other limits to use.  It is possible that changes in these factors may cause significant 
changes in the estimated useful lives of the Company’s property and equipment in the future. 

(vi) Determination of share-based payments 

The estimation of share-based payments (including stock options and warrants) requires the selection of an 
appropriate valuation model and consideration as to the inputs necessary for the valuation model chosen. The 
model used by the Company is the Black-Scholes valuation model at the date of the grant. The Company makes 
estimates as to the volatility, the probable life, dividend yield and the time of exercise, as applicable. The 
expected volatility is based on the average volatility of share prices of similar companies over the period of the 
expected life of the applicable options and warrants. The expected life is based on historical data. These estimates 
may not necessarily be indicative of future actual patterns. 



PLUS PRODUCTS INC. 
Notes to the Consolidated Financial Statements 
(Expressed in U.S. Dollars unless otherwise noted) 
For the years ended December 31, 2018 and 2017 
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2. BASIS OF PRESENTATION (continued) 

(vii)Income taxes 

Provisions for taxes are made using the best estimate of the amount expected to be paid based on a qualitative 
assessment of all relevant factors. The Company reviews the adequacy of these provisions at the end of the 
reporting period. However, it is possible that at some future date an additional liability could result from audits 
by taxing authorities. Where the final outcome of these tax‑related matters is different from the amounts that 
were initially recorded, such differences will affect the tax provisions in the period in which such determination 
is made. 

The Company’s effective income tax rate can vary significantly for various reasons, including the mix and 
volume of business in lower income tax jurisdictions and in jurisdictions for which no deferred income tax assets 
have been recognized because management believed it was not probable that future taxable profit would be 
available against which income tax losses and deductible temporary differences could be utilized. 

(viii) Business combination 

The acquisition of a business is accounted for using the acquisition method. The consideration for an acquisition 
is measured at the aggregated of the fair values, at the date of exchange, of the assets transferred, the liabilities 
incurred to former owners of the acquired business. The acquired business’ identifiable assets, liabilities and 

contingent liabilities that meet the conditions for recognition under IFRS 3 are recognized at their fair values at 
the acquisition date. To the extent that the aggregate of the fair value of consideration paid, the amount of any 

noncontrolling interest and the fair value of any previously held exceeds the fair value of the net identifiable 
tangible and intangible assets, goodwill is recognized. To the extent that this excess is negative, the excess is 
recognized as a gain in income. The value of intangible assets is based on the management’s revenue projection 

in the future to calculate the present value of after-tax cash flow. The fair value of the tangible assets is based on 
the estimated market price or resalable value. 

3. SIGNIFICANT ACCOUNTING POLICIES

a) Foreign currency translation 

Transactions in currencies other than the functional currency are recorded at the rates of exchange prevailing at 
the transaction dates. At each reporting date, monetary items denominated in foreign currencies are translated 
into the entity’s functional currency at the then prevailing rates and non-monetary items measured at historical 
cost are translated into the entity’s functional currency at rates in effect at the date the transaction took place.  

Exchange differences arising on the settlement of monetary items or on translating monetary items at rates 
different from those at which they were translated on initial recognition during the period or in previous 
consolidated financial statements are included in the consolidated statement of loss and comprehensive loss for 
the period in which they arise. 

b) Cash and cash equivalents 

Cash and cash equivalents consist of cash on hand, deposits held with banks, and other highly liquid short-term 
investments that are readily convertible to cash and have maturities with terms of less than ninety days and/or 
with original maturities over ninety days but redeemable on demand without penalty. 



PLUS PRODUCTS INC. 
Notes to the Consolidated Financial Statements 
(Expressed in U.S. Dollars unless otherwise noted) 
For the years ended December 31, 2018 and 2017 

10 

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

c) Inventory 

Inventories of raw product and packing materials are valued initially at cost and subsequently at the lower of 
cost and net realizable value. Net realizable value is determined as the estimated selling price in the ordinary 
course of business less the estimated costs of completion and the estimated costs necessary to make the sale. 
Cost is determined using the weighted average cost basis. The Company reviews inventory for obsolete and 
slow-moving goods and any such inventory is written-down to net realizable value. 

d) Property and equipment 

Property and equipment are stated at historical cost less accumulated depreciation and accumulated impairment 
losses.  

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, 
only when it is probable that future economic benefits associated with the item will flow to the Company and 
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognized. All other 
repairs and maintenance are charged to the consolidated statement of loss and comprehensive loss during the 
financial period in which they are incurred.  

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are 
recognized in the consolidated statement of loss and comprehensive loss. 

Amortization is calculated on a straight-line method to write off the cost of the assets to their residual values 
over their estimated useful lives. No amortization is recorded where an asset is in development and not yet ready 
for its intended use.  The amortization rates applicable to each category of property and equipment are as follows: 

Class of property and equipment Amortization rate 
Computer and office equipment 4 years 
Machinery and equipment 5 years 
Leasehold improvement 3 years 
Furniture and fixtures 4 years 

e) Provisions 

A provision is recognized when the Company has a present legal or constructive obligation as a result of a past 
event, it is probable that an outflow of economic benefits will be required to settle the obligation, and the amount 
of the obligation can be reliably estimated. If the effect is material, provisions are determined by discounting the 
expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money 
and, where appropriate, the risks specific to the liability. 

A provision for onerous contracts is recognized when the expected benefits to be derived by the Company from 
a contract are lower than the unavoidable cost of meeting its obligations under the contract. 

f) Revenue recognition 

The Company adopted IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) with an initial adoption 
date of January 1, 2018. The Company concluded that the recognition and measurement of the sale of products 
in all contracts from the comparative year is consistent with the current revenue recognition practice under 
IFRS15 and therefore did not enact any transitional adjustments. 



PLUS PRODUCTS INC. 
Notes to the Consolidated Financial Statements 
(Expressed in U.S. Dollars unless otherwise noted) 
For the years ended December 31, 2018 and 2017 

11 

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

Revenue recognized by the Company represents the fair value of consideration received or receivable from 
customers for services provided by the Company, net of discounts and sales taxes. The Company generates 
revenue from the sales of products to its distribution customers and recognizes revenue when performance 
obligations have been met. Typically, this happens when title passes upon receipt of the product by distribution 
customers at the Company’s manufacturing facility. 

When considering whether the Company has satisfied its performance obligation in order to recognize revenue, 
it considers the indicators of the transfer of control, which include, but are not limited to, whether the Company 
has a present right to payment, the customer has legal title to the product, the Company has transferred physical 
possession of the product to the customer, and the customer has the significant risks and rewards of ownership 
of the product. 

g) Impairment of non-financial assets  

The carrying amount of the Company’s non-financial assets (which include property and equipment and 
intangible assets) is reviewed at each reporting date to determine whether there is any indication of impairment. 
If such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the 
impairment loss. An impairment loss is recognized whenever the carrying amount of an asset or its cash 
generating unit exceeds its recoverable amount. Impairment losses are recognized in the consolidated statement 
of loss and comprehensive loss.  

The recoverable amount of assets is the greater of an asset’s fair value less cost to sell and value in use. In 
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 
discount rate that reflects the current market assessments of the time value of money and the risks specific to the 
asset. For an asset that does not generate cash inflows largely independent of those from other assets, the 
recoverable amount is determined for the cash-generating unit to which the asset belongs. Assets that have an 
indefinite useful life (which includes goodwill) are not subject to amortization and are tested annually for 
impairment. 

An impairment loss is only reversed if there is an indication that the impairment loss may no longer exist and 
there has been a change in the estimates used to determine the recoverable amount. Any reversal of impairment 
cannot increase the carrying value of the asset to an amount higher than the carrying amount that would have 
been determined had no impairment loss been recognized in previous years.  

h) Share-based payments 

From time to time, the Company grants share options to employees and non-employees. An individual is 
classified as an employee, versus a non-employee, when the individual is an employee for legal or tax purposes 
(direct employee) or provides services similar to those performed by a direct employee.  

The fair value of share options, measured using the Black-Scholes option pricing model at the date of grant, is 
charged to the consolidated statement of loss and comprehensive loss over the vesting period. Performance 
vesting conditions and forfeitures are taken into account by adjusting the number of equity instruments expected 
to vest at each reporting date so that, ultimately, the cumulative amount recognized over the vesting period is 
based on the number of options that eventually vest. 

Where the terms and conditions of options are modified before they vest, any change in the fair value of the 
options, measured immediately before and after the modification, is also charged to the consolidated statement 
of loss and comprehensive loss over the remaining vesting period.  
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

Equity instruments granted to non-employees are recorded in the consolidated statement of loss and 
comprehensive loss at the fair value of the goods or services received, unless they are related to the issuance of 
shares. Amounts related to the issuance of shares are recorded as a reduction of share capital.  

When the value of goods or services received in exchange for a share-based payment cannot be reliably 
estimated, the fair value is measured by use of a valuation model. The expected life used in the model is adjusted, 
based on management’s best estimate, for the effects of non-transferability, exercise restrictions, and behavioral 
considerations.  

All equity-settled share-based payments are recorded in share option and warrant reserve until exercised. Upon 
exercise, shares are issued from treasury and the amount previously recorded in share option and warrant reserve 
is reclassified to share capital along with any consideration paid. 

i) Share capital 

Share capital represents the amount received for the issuance of proportionate and subordinated shares in the 
Company. The financing costs related to ongoing equity transactions are deferred until the closing of the equity 
transactions. These costs are accounted for as a deduction from equity. Transaction costs of abandoned equity 
transactions are expensed in the consolidated statement of loss and comprehensive loss.  

j) Loss per share 

Basic loss per share is calculated by dividing the net loss available to common shareholders by the weighted 
average number of shares outstanding during the reporting period. The diluted loss per share is calculated by 
dividing the net loss available to common shareholders by the weighted average number of shares outstanding 
on a diluted basis. The weighted average number of shares outstanding on a diluted basis takes into account the 
additional shares for the assumed exercise of share options and warrants, if dilutive. The number of additional 
shares is calculated by assuming that outstanding share options were exercised and that the proceeds from such 
exercises were used to acquire common shares at the average market price during the reporting period. 

k) Income taxes 

Income tax expense comprises current and deferred tax. Income tax is recognized in profit or loss except to the 
extent that it relates to items recognized directly in equity. Current tax expense is the expected tax payable on 
taxable income for the year, using tax rates enacted or substantively enacted at period end, adjusted for 
amendments to tax payable with regards to previous years. 

Deferred tax assets and liabilities are recognized on temporary differences, between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Temporary 
differences are not provided for amounts relating to goodwill not deductible for tax purposes, the initial 
recognition of assets or liabilities that do not affect either accounting or taxable loss, or differences relating to 
investments in subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount 
of deferred tax provided is based on the expected manner of realization or settlement of the carrying amount of 
assets and liabilities, using tax rates enacted or substantively enacted at the statement of financial position date. 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available 
against which the asset can be utilized. To the extent that the Company does not consider it probable that a 
deferred tax asset will be recovered, it is not recorded. 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

l) Financial instruments 

Implementation 

In July 2014, the IASB issued the final version of IFRS 9 to replace IAS 39, Financial Instruments: Recognition 
and Measurement. IFRS 9 provides a revised model for recognition and measurement of financial instruments 
and a single, forward looking “expected loss” impairment model. IFRS 9 also includes a substantially reformed 
approach to hedge accounting. The standard is effective for annual periods beginning on or after January 1, 2018, 
with early adoption permitted. 

As a result of the adoption of IFRS 9, the Company has changed its accounting policy for financial instruments 
retrospectively, for financial instruments that were recognized at the date of application, which was January 1, 
2018. The change did not impact the carry value of any financial instruments on this date. 

In implementing IFRS 9, the Company updated the financial instruments classification within its accounting 
policy. The following table shows the original classification under IAS 39 and the new classification under IFRS 
9: 

Financial assets and Original classification New classification 
and liabilities under IAS 39 under IFRS 9 
Cash Loans and receivables Financial assets at amortized cost 
Trade receivables Loans and receivables Financial assets at amortized cost 
Deposits Other financial assets Financial assets at amortized cost 
Accounts payable Other financial liabilities Financial liabilities at amortized cost 
Long-term debt Other financial liabilities Financial liabilities at amortized cost 

The Company recognizes financial assets and liabilities on its consolidated statement of financial position when 
it becomes a party to the contract creating the asset or liability. On initial recognition, all financial assets and 
liabilities are recorded by the Company at fair value, net of attributable transaction costs, except for financial 
assets and liabilities classified as FVTPL for which transaction costs are expensed in the period in which they 
are incurred.  

Amortized cost  

Financial assets that meet the following conditions are measured subsequently at amortized cost: 

 the financial asset is held within a business model whose objective is to hold financial assets in order to 
collect contractual cash flows, and 

 the contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding.  

The amortized cost of a financial asset is the amount at which the financial asset is measured at initial recognition 
minus the principal repayments, plus the cumulative amortization using effective interest method of any 
difference between that initial amount and the maturity amount, adjusted for any loss allowance. Interest income 
is recognized using the effective interest method.  

The Company's financial assets at amortized cost primarily include cash, trade receivables and deposits.  
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

Fair value through other comprehensive income ("FVTOCI")  

Financial assets that meet the following conditions are measured at FVTOCI: 

 The financial asset is held within a business model whose objective is achieved by both collecting 
contractual cash flows and selling financial assets, and 

 The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding.  

The Company does not have any financial assets classified as FVTOCI.  

On initial recognition, the Company may make an irrevocable election (on an instrument-by-instrument basis) 
to designate investments in equity instruments that would otherwise be measured at fair value through profit or 
loss to present subsequent changes in fair value in other comprehensive income. Designation at FVTOCI is not 
permitted if the equity investment is held for trading or if it is contingent consideration recognized by an acquirer 
in a business combination. Investments in equity instruments at FVTOCI are initially measured at fair value plus 
transaction costs. Subsequently, they are measured at fair value with gains and losses arising from changes in 
fair value recognized in OCI. The cumulative gain or loss is not reclassified to profit or loss on disposal of the 
equity instrument, instead, it is transferred to retained earnings.  

Financial assets measured subsequently at fair value through profit or loss (“FVTPL”)  

By default, all other financial assets are measured subsequently at FVTPL. The Company, at initial recognition, 
may also irrevocably designate a financial asset as measured at FVTPL if doing so eliminates or significantly 
reduces a measurement or recognition inconsistency that would otherwise arise from measuring assets or 
liabilities or recognizing the gains and losses on them on different bases. Financial assets measured at FVTPL 
are measured at fair value at the end of each reporting period, with any fair value gains or losses recognized in 
profit or loss to the extent they are not part of a designated hedging relationship. Fair value is determined in the 
manner described in Note 13. 

Financial liabilities and equity  

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the 
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.  

An equity instrument is any contract that evidences a residual interest in the assets of the Company after 
deducting all its liabilities. Equity instruments issued by the Company are recognized at the proceeds received, 
net of direct issue costs. Repurchase of the Company’s own equity instruments is recognized and deducted 
directly in equity. No gain or loss is recognized in profit or loss on the purchase, sale, issue or cancellation of the 
Company’s own equity instruments.  

Financial liabilities that are not contingent consideration of an acquirer in a business combination, held for 
trading or designated as at FVTPL, are measured at amortized cost using effective interest method.  

The Company's financial liabilities at amortized cost primarily include accounts payable and accrued liabilities. 

Financial instruments designated as hedging instruments  

The Company does not currently apply nor have a past practice of applying hedge accounting to financial 
instruments. 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

Impairment  

The Company recognizes a loss allowance for expected credit losses on its financial assets. The amount of 
expected credit losses is updated at each reporting period to reflect changes in credit risk since initial recognition 
of the respective financial instruments.  

m) Segment reporting 

Operating segments are reported in a manner consistent with the internal reporting provided to the Company's 
Chief Executive Officer. The Chief Executive Officer, who is responsible for allocating resources and assessing 
performance of the operating segments, has been identified as the person who makes strategic decisions as the 
chief operating decision maker. The Company’s operations are limited to a single reportable segment, being 
exploration and development of its mineral property under development. The Company’s geographical segments 
are determined by the location of the Company’s assets and liabilities. 

n) Accounting pronouncements not yet adopted 

Certain pronouncements were issued by the International Accounting Standards Board (“IASB”) or the IFRS 
Interpretations Committee (“IFRIC”) that are mandatory for accounting periods after December 31, 2018. 
Pronouncements that are not applicable to the Company have been excluded from this note. Certain 
pronouncements were issued by the International Accounting Standards Board (“IASB”) or the IFRS 
Interpretations Committee (“IFRIC”) that are mandatory for accounting periods after December 31, 2018. 
Pronouncements that are not applicable to the Company have been excluded from this note. 

IFRS 16 - Leases 

In January 2016, the IASB published a new accounting standard, IFRS 16 - Leases ("IFRS 16"). This new 
standard replaces IAS 17 - Leases and the related interpretative guidance. IFRS 16 applies a control model to the 
identification of leases, distinguishing between a lease and a service contract on the basis of whether the customer 
controls the asset being leased. For those assets determined to meet the definition of a lease, IFRS 16 introduces 
significant changes to the accounting by lessees, introducing a single, on-balance sheet accounting model that is 
similar to current finance lease accounting, with limited exceptions for short-term leases or leases of low value 
assets. Lessor accounting is not substantially changed. The Company has adopted IFRS 16 as of January 1, 2019. 
While the Company is currently evaluating the impact, this new guidance will have on its consolidated financial 
statements, the recognition of certain leases is expected to increase the assets and liabilities on the consolidated 
statement of financial position. 

4. REORGANIZATION 

On April 25, 2018, Plus Nevada acquired 100% of the issued and outstanding shares of Plus Delaware from the 
shareholders of Plus Delaware pursuant to the merger between Plus Nevada and Plus Delaware. In consideration, Plus 
Nevada issued shares to former shareholders of Plus Delaware on a one for one basis. The transaction was treated as 

a common control transaction whereby predecessor accounting was applied. At the completion of the reorganization, 
the absolute and relative interests of the shareholder of Plus Nevada remained the same as prior to the reorganization. 

The assets and liabilities of the post-reorganization entity remained the same as the pre-reorganization entity. 
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5. TRANSACTION 

Pursuant to the Transaction, on July 25, 2018, the Company issued shares in exchange for all of the issued and 
outstanding shares of Plus Nevada, and Plus Nevada became a wholly-owned subsidiary of the Company.  

For accounting purposes, the Transaction was considered a reverse takeover whereby Plus Products was deemed to 
be the acquiree and Plus Nevada the acquirer. Plus Products did not meet the definition of a business, therefore the 
Transaction is outside of the scope of IFRS 3 Business Combinations, instead, the Transaction was accounted for 

under IFRS 2 Share‐based Payments. Under this basis of accounting, the consolidated entity is considered to be a 
continuation of Plus Products, with the net identifiable assets of Plus Products deemed to have been acquired by Plus 

Nevada. As the Company is deemed to be the accounting acquirer for accounting purposes, its assets, liabilities and 
operations are included in the consolidated financial statements at their historical value and includes the results of Plus 

Nevada for both the years ended December 31, 2018 and 2017, even though the Company was only incorporated in 
2018. 

Plus Nevada’s shareholders received shares in the Company pro rata in proportion to their holdings of Plus Nevada’s 
securities, on the following basis: 

a) an aggregate of 2,598,813 Series Seed Preferred Shares (as defined herein) of the Company to holders of series 
seed preferred stock of Plus Nevada (“Seed Stock”), on the basis of one (1) Series Seed Preferred Share in 
exchange for one (1) share of Seed Stock; 

b) an aggregate of 2,173,913 Series Seed-1 Preferred Shares (as defined herein) of the Company to holders of series 
seed-1 preferred stock of Plus Nevada (“Seed-1 Stock”), on the basis of one (1) Series Seed-1 Preferred Share in 
exchange for one (1) share of Seed-1 Stock; 

c) an aggregate of 2,435,951 Series A Preferred Shares (as defined herein) of the Company to holders of series A 
preferred stock of Plus Nevada (“A Stock”), on the basis of one (1) Series A Preferred Share in exchange for one 
(1) share of A Stock; 

d) an aggregate of 3,994,174 Series B-1 Preferred Shares (as defined herein) of the Company to holders of series B-
1 preferred stock of Plus Nevada (“B-1 Stock”), on the basis of one (1) Series B-1 Preferred Share in exchange 
for one (1) share of B Stock; 

e) an aggregate of 142,018 Proportionate Shares (as defined herein) of the Company to holders of common stock of 
Plus Nevada (“Common Stock”), on the basis of one (1) Class A Common Share in exchange for one hundred 
(100) shares of Common Stock; and 

f) an aggregate of 9,958 Series B-2 Preferred Shares (as defined herein) of the Company to holders of series B-2 
preferred stock of Plus Nevada (“B-2 Stock”), on the basis of one (1) Series B-2 Preferred Share in exchange for 
one hundred (100) shares of B-2 Stock. 

The assets and liabilities of the Company assumed on the recapitalization are as follows: 

$ 
Assets acquired

Due from shareholder 1 
Net assets 1 
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6. GOOD CO-OP INC. ACQUISITION 

On December 13, 2018, the Company completed the acquisition of all the assets of California-based cannabis-infused 
baked goods brand GOOD CO-OP, INC. (“GOOD”) for total consideration of $930,557. 

Consideration consists of the issuance of 34,013 Subordinate Voting Shares with a value $122,233 based on the closing 
price at the date of acquisition of C$4.80 ($3.58) and the forgiveness of a $105,000 non-interest-bearing loan which 
was receivable to the Company from GOOD. The sellers are also entitled to additional equity contingent consideration 
of 323,451 Subordinate Voting Preferred Shares if GOOD is able to meet or exceed quarterly sales targets over the 
next two years as per the earn-out provisions of the agreement. The equity contingent consideration was remeasured 
at a fair value of $703,324 based on management’s judgement on the probability and timing of when quarterly sales 
targets will be met and will be evaluate every reporting period until completion. 

The Company has recorded the assets acquired at fair value based on an outside valuation and recorded the remaining 
amount as goodwill, following the guidelines of IFRS 3. 

$ 
Consideration paid 
Loan forgiven 105,000 
Preferred shares 825,557 
Total consideration 930,557 

Allocation of consideration 
Cash 21,409 
Prepayments 12,498 
Deposits short-term 21,493 
Leasehold improvements 91,419 
Deposits long-term 5,462 
Goodwill 61,296 
License 741,863 
Accounts payable (24,883) 
Net assets acquired 930,557 

7. INVENTORY 

As at December 31, 

2018 2017 

$ $

Cannabis extract 327,571 272,950

Other raw material 54,386 34,991

Packaging 159,813 -

Work-in-progress 17,113 -

Finished goods 103,754 -

Provision for finished goods return (32,300) -
Total 630,337 307,941

During the year ended December 31, 2018, $6,881,248 (2017 - $893,130) in inventory was sold and recognized in 
cost of sales.  
As at December 31, 2018, $61,876 (2017 - $Nil) of deposits related to raw materials and packaging.
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8. PROPERTY AND EQUIPMENT 

Computer 
and office 

equipment

Machinery 
and 

equipment
Leasehold 

improvements
Furniture 

and fixtures Total

Cost $ $ $ $ $ 

Balance at December 31, 2016 - 11,600 - - 11,600

Additions 3,509 91,894 744,907 - 840,310

Balance at December 31, 2017 3,509 103,494 744,907 - 851,910

Additions 9,338 877,660 836,898 8,623 1,732,518

Disposals - (237,906) - - (237,906)

Balance at December 31, 2018 12,847 743,248 1,581,805 8,623 2,346,522

Accumulated Amortization

Balance at December 31, 2016 - 11,600 - - 11,600

Amortization 487 - 23,440 - 23,927

Balance at December 31, 2017 487 11,600 23,440 - 35,527

Amortization 4,052 86,849 354,123 2,171 447,195

Disposition - (11,600) - - (11,600)

Balance at December 31, 2018 4,539 86,849 377,563 2,171 471,122

Carrying values

At December 31, 2017 3,022 91,894 721,467 - 816,383 

At December 31, 2018 8,308 656,399 1,204,242 6,452 1,875,401

During the year ended December 31, 2018, $445,239 (2017 - $23,493) of amortization was included in cost of goods 
sold. 

9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

As at December 31, 
2018 2017 

$ $
Accounts payables 1,391,191 228,105
Accrued liabilities 617,340 212,745
Total 2,008,531 440,850
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10. NOTES PAYABLE 

Balance 

Agreement Date Principal Due Date December 31, 2018 December 31, 2017 

$ $ $ 

May 15, 2015 200,000  15-May-18 - 200,000 

November 4, 2015 100,000  4-Nov-18 - 100,000 

March 9, 2016 100,000  4-Nov-18 - 100,000 

April 24, 2017 200,000  4-Nov-18 - 200,000 

January 29, 2018 120,000 29-Jan-19 - - 

January 29, 2018 30,000 29-Jan-19 - - 

Total 750,000 - 600,000 

(i) On May 15, 2015, the Company entered into a promissory note agreement with a related party, whereby the 
Company agreed to pay the note of $200,000 by May 15, 2018. The note payable is unsecured and bears interest 
at 8% per annum, payable on December 31 of each year.  The interest balance outstanding more than 15 days 
following December 31 is subject to an interest rate of 12% per annum. The note is paid in full. 

(ii) On November 4, 2015, the Company entered into a line of credit and promissory note agreement with a related 
party, whereby the Company agreed to pay the note of $100,000 by November 4, 2018.  The note payable is 
unsecured and bears interest at 8% per annum, payable on December 31 of each year.  The interest balance 
outstanding more than 15 days following December 31 is subject to an interest rate of 12% per annum. The note 
is paid in full. 

(iii) On March 9, 2016, the Company entered into a line of credit and promissory note agreement with a related party, 
whereby the Company agreed to pay the note of $100,000 by November 4, 2018.  The note payable is unsecured 
and bears interest at 8% per annum, payable on December 31 of each year.  The interest balance outstanding more 
than 15 days following December 31 is subject to an interest rate of 12% per annum. The note is paid in full. 

(iv) On April 24, 2017, the Company entered into a line of credit and promissory note agreement with a related party, 
whereby the Company agreed to pay the note of $200,000 by November 4, 2018.  The note payable is unsecured 
and bears interest at 8% per annum, payable on December 31 of each year.  The interest balance outstanding more 
than 15 days following December 31 is subject to an interest rate of 12% per annum. The note is paid in full. 

(v) On January 29, 2018, the Company entered into a promissory note agreement with a related party, whereby the 
Company agreed to pay the note of $120,000 by January 29, 2019.  The note payable is unsecured and bears 
interest at 15% per annum, payable on December 31 of each year.  On March 6, 2018, the promissory note was 
paid off in full. 

(vi) On January 29, 2018, the Company entered into a promissory note agreement with a related party, whereby the 
Company agreed to pay the note of $30,000 by January 29, 2019.  The note payable is unsecured and bears interest 
at 15% per annum, payable on December 31 of each year.  On March 7, 2018, the promissory note was paid off 
in full. 

(vii)On August 17, 2018, the $600,000 due on the notes payable from 2017 and prior along with $33,219 in accrued 
interest on all notes were paid off in full. 
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11. SHARE CAPITAL 

a) Authorized share capital 

The authorized share capital of the Company consists of the following: 

An unlimited number of common voting shares (“Subordinate Shares”) without par value – non-redeemable and 
noncumulative (the listed shares); 

An unlimited number of Class A common voting shares (“Proportionate Shares”) without par value –non-redeemable 
and noncumulative, and convertible at the option of the holder, at any time and subject to the restrictions set out in the 
Company’s Articles, into 100 Subordinate Shares for each Proportionate Share; 

An unlimited number of Class B preferred voting shares (“Class B Preferred Shares”), including: 

(i) a maximum of 4,000,000 Series Seed preferred voting shares (“Series Seed Preferred Shares”) without par value 
– noncumulative and convertible at the option of the holder, at any time, into one Subordinate Share for each 
Series Seed Preferred Share and are subject to a mandatory conversion upon the completion of an initial public 
offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate resolution 
passed by the holders of Class B Preferred Shares; 

(ii) a maximum of 2,173,913 Series Seed-1 preferred voting shares (“Series Seed-1 Preferred Shares”) without par 
value – noncumulative and convertible at the option of the holder, at any time, into one Subordinate Share for 
each Series Seed-1 Preferred Share and are subject to a mandatory conversion upon (the completion of an initial 
public offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate 
resolution passed by the holders of Class B Preferred Shares;  

(iii) a maximum of 3,500,000 Series A preferred voting shares (“Series A Preferred Shares”) without par value – 
noncumulative, and convertible, at the option of the holder, at any time, into one Subordinate Share for each 
Series A Preferred Share and are subject to a mandatory conversion upon the completion of an initial public 
offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate resolution 
passed by the holders of Class B Preferred Shares;  

(iv) a maximum of 6,000,000 Series B-1 preferred voting shares (“Series B-1 Preferred Shares”) without par value – 
noncumulative, and convertible, at the option of the holder, at any time, into one Subordinate Share for each 
Series B-1 Preferred Share and are subject to a mandatory conversion upon the completion of an initial public 
offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate resolution 
passed by the holders of Class B Preferred Shares; and 

(v) a maximum of 6,535,950 Series B-3 preferred voting shares (“Series B-3 Preferred Shares”) without par value - 
noncumulative, and convertible, at the option of the holder, at any time, into one Subordinate Share for each 
Series B-3 Preferred Share and are subject to a mandatory conversion upon the completion of an initial public 
offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate resolution 
passed by the holders of Class B Preferred Shares. 
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11. SHARE CAPITAL (continued) 

An unlimited number of Class C preferred voting shares (“Class C Preferred Shares” together with the Class B 
Preferred Shares are the “Preferred Shares”), including: 

(vi) a maximum of 15,000 Series C-1 preferred voting shares (“Series C-1 Preferred Proportionate Shares”) without 
par value – noncumulative, and convertible at the option of the holder, at any time, into one Proportionate Share 
for each Series C-1 Preferred Share and are subject to a mandatory conversion upon the completion of an initial 
public offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate 
resolution passed by the holders of Class C Preferred Shares;  

(vii) a maximum of 65,360 Series C-3 preferred voting shares (“Series C-3 Preferred Shares”) without par value - 
noncumulative, and convertible at the option of the holder, at any time, into one Proportionate Share for each 
Series C-3 Preferred Share and are subject to a mandatory conversion upon the completion of an initial public 
offering and listing of the Subordinate Shares on a recognized stock exchange, or a special separate resolution 
passed by the holders of Class C Preferred Shares. 

b) Issued share capital 

As at December 31, 2018, the Company had the following shares issued and outstanding: 

(i) 153,226  Proportionate Shares (2017 – 127,018) 
(ii) 24,330,799  Subordinate Shares (2017 –Nil) 
(iii) Nil  Preferred Shares (2017 – 4,890,263) 

c) Proportionate (Common) share transactions 

(i) On July 18, 2017, the Company issued 18,587 Proportionate Shares to outside subscribers at $46 per share for 
gross proceeds of $855,000. 

(ii) On July 18, 2017, the Company issued 6,431 Proportionate Shares to the directors, executives, and employees of 
the Company for proceeds of $64. The fair value of these shares is $38,584. As a result, the Company recorded 
$38,520 to share-based compensation.  

(iii) On August 31, 2017, the Company repurchased 4,627 Proportionate Shares for a payment of $21,000.  The 
recovery of $6,000 the Company paid on repurchases of these shares were recorded to deficit.  

(iv) On December 28, 2017, the Company issued 3,000 Proportionate Shares to employees of the Company for 
proceeds of $18,000. The fair value of these shares is $18,000.  

(v) During 2017, the Company incurred $13,975 share issuance costs pursuant to issuance of Proportionate Shares. 

(vi) On June 22, 2018, the Company repurchased 300 Proportionate Shares for a payment of $1,200.  

(vii) On June 15, 2018, the Company issued 9,750 Proportionate Shares to the officers of the Company for proceeds 
of $9,750. The fair value of these shares is $263,250. As a result, the Company recorded $253,500 to share-based 
compensation. 

(viii) On July 15, 2018, the Company issued 5,550 Proportionate Shares to the officers of the Company for proceeds 
of $5,550. The fair value of these shares is $149,850. As a result, the Company recorded $144,300 to share-based 
compensation. 
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11. SHARE CAPITAL (continued) 

(ix) On July 15, 2018, the Company issued 1,250 Proportionate Shares upon the exercise of 1,250 stock options at 
$27 per share for proceeds of $33,750. At the time of issue, the options were valued at $21,527 and credited to 
reserve. Upon exercise, this amount was taken out of reserve and added to the value received for shares issued. 

(x) On September 15, 2018, preferred shareholders converted 995,843 Subordinate (Preferred at the time) Shares into 
9,958 Proportionate Shares with a book value of $1,195,012.

d) Subordinate (Preferred) share transactions 

(i) On July 28, 2017, the Company issued 2,598,813 Class B series seed preferred units at $0.46 per unit for gross 
proceeds of $1,195,455.  Each unit consists of one Series Seed Preferred Share and one-half of a Series Seed 
preferred share purchase warrant.  Each whole warrant entitles to the holder to acquire a Series Seed Preferred 
Share at $0.69 per share until July 21, 2019. Warrants were valued in the equity reserve at $125,420, which was 
calculated using the Black-Scholes option pricing model with the following assumptions: market price - $0.69, 
risk free rate – 0.71%, expected annualized volatility – 70%, expected dividend yield – 0%. 

(ii) On September 19, 2017. the Company issued 2,222,222 Series A Preferred Shares at $0.90 per share for gross 
proceeds of $2,000,000 and issued 69,228 Series A Preferred Shares at the value of $62,305 as finder’s fees.  

(iii) During 2017, the Company incurred $62,305 share issuance costs pursuant to issuance of Subordinate Shares. 

(iv) On January 12, 2018, the Company issued 2,173,913 Series Seed-1 Preferred Shares to a consultant of the 
Company. The fair value of these shares is $1,000,000. The Company recorded $554,733 during the year ended 
December 31, 2017 and $457,534 during the year ended December 31, 2018.  

(v) On February 27, 2018, the Company issued 144,501 Series A Preferred Shares to consultants of the Company. 
The fair value of these shares is $130,051. The Company recorded $93,343 during the year ended December 31, 
2017 and $36,707 during the year ended December 31, 2018.  

(vi) On March 9, 2018, the Company issued 3,892,293 Series B-1 preferred units at $1.20 per unit for proceeds of 
$4,670,752. Each unit consists of one Series B-1 Preferred Share and one-half of a Series B-1 preferred share 
purchase warrant.  Each warrant entitles to the holder to acquire a Series B-1 Preferred Share at $2.20 per share 
for two years following the issuance date. The warrants were valued in the equity reserve at $632,869, which was 
calculated using the Black-Scholes option pricing model with the following assumptions: market price - $1.20, 
risk free rate – 1.83%, expected annualized volatility – 87%, expected dividend yield – 0%.  

In relation to this financing, the Company issued 101,881 Series B-1 preferred units, with a fair value of $122,257, 
to finders. Each B-1 Compensation Unit consists of one Series B-1 Preferred Share and one-half of a Series B-1 
preferred share purchase warrant.  Each whole warrant entitles to the holder to acquire a Series B-1 Preferred 
Share at $2.20 per share for two years following the issuance date. These warrants were valued at $9,604 using 
the same Black-Scholes assumptions as above. 

(vii) On April 4, 2018, the Company issued 995,843 Series B-2 preferred units at $1.20 per unit for proceeds of 
$1,195,012. Each unit consists of one Series B-2 Preferred Share and one-half of a Series B-2 preferred share 
purchase warrant.  Each warrant entitles to the holder to acquire a Series B-2 Preferred Share at $2.20 per share 
for two years following the issuance date. The warrants were valued in equity reserve at $137,820, which was 
calculated using the Black-Scholes option pricing model with the following assumptions: market price - $1.20, 
risk free rate – 1.81%, expected annualized volatility – 83%, expected dividend yield – 0%.   

(viii) On August 29, 2018, the Company issued 6,535,947 Series B-3 Preferred Shares at $1.53 per share for gross 
proceeds of $9,999,999.  
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11. SHARE CAPITAL (continued) 

(ix) On October 26, 2018, the Company completed an initial public offering on the CSE. The Company issued 
6,153,847 Subordinate Shares, at C$3.25 each, raising gross proceeds of C$20,000,003 ($15,270,002). The 
Company incurred issuance costs of C$1,206,782 ($920,499) and listing costs of C$920,237 ($701,931) for a net 
raise of C$17,875,084 ($13,647,572). The lead agent on the public offering received 80,000 Subordinate Shares 
with a fair value of C$260,000 ($200,000) and 299,300 agent warrants exercisable into one Subordinate Share at 
an exercise price of $2.50 and two-year term. The agent warrants were valued in equity reserve at $337,131, 
which was calculated using the Black-Scholes option pricing model with the following assumptions: exercise 
price $2.45, market price - $2.45, risk free rate – 2.30%, expected annualized volatility – 83%, expected dividend 
yield – 0%. 

(x) On December 13, 2018, the Company acquired all the assets of California-based cannabis-infused baked goods 
brand GOOD (see Note 6). The Company issued 357,464 Subordinate Shares of which 34,013 Subordinate Shares 
with a fair value of $122,233 were issued on the acquisition date and the remaining 323,451 Subordinate Shares 
were placed in escrow. A contingent consideration reserve of $703,324 has been allocated to these shares. As at 
December 31, 2018, all contingent Subordinate Shares have been placed in escrow and are subject to an earn-out 
based upon achieving quarterly sales targets over the two-year period following the acquisition date. 

(xi) On November 30, 2018, the Company issued 590 Subordinate Shares upon the exercise of 590 warrants exercised 
at $2.50 per warrant for gross proceeds of $1,475. The warrants were valued at $665 which was taken out of 
reserve and added to the value received for shares issued upon exercise. 

e) Stock options 

On July 23, 2018, the Board of Directors approved the 2018 Stock and Incentive Plan, which reserved for issuance, 

on a rolling basis, an aggregate of 10% of the number of Subordinate Shares outstanding, including the number of 
Subordinate Shares issuable on conversion of the Proportionate Shares, Class B Preferred Shares and Class C Preferred 

Shares. The options vest at the discretion of the Board of Directors. 

As at December 31, 2018, the Company had the following stock options outstanding and exercisable: 

Expiry date Exercise price Class 
Number of options 

outstanding 
Number of options 

exercisable 

$ # # 
July 25, 2022 0.27 Subordinate Shares 150,000 150,000 

July 25, 2023 27 Proportionate Shares 2,200 95 

September 16, 2028 101 Proportionate Shares 2,600 - 
September 23, 2028 101 Proportionate Shares 1,600 50 

October 9, 2028 300 Proportionate Shares 1,200 - 
October 29, 2028 324 Proportionate Shares 8,382 - 

15,982 145 
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11. SHARE CAPITAL (continued) 

The following is a summary of the Company’s stock option activities: 

Subordinate Share Options
Number of Options

2017
Number of Options

2018
Weighted average 

exercise price

# # $

Granted - 150,000 0.27

Exercised - - -

Outstanding at December 31 - 150,000 0.27

Proportionate Share Options
Number of Options

2017
Number of Options

2018
Weighted average 

exercise price

# # $

Granted - 17,232 177

Exercised - (1,250) 27

Outstanding at December 31 - 15,982 180

(i) On July 25, 2018, the Company granted 150,000 options to acquire Subordinate Shares. The options have a term 
of 4 years, exercise price of $0.27 and all options vest immediately on the grant date. The fair value of the stock 
options granted during the period using the Black-Scholes Option Pricing Model was $23,968. 

(ii) On July 25, 2018, the Company granted 3,450 options to acquire Proportionate Shares. The options have a term 
of 5 years, exercise price of $27 and 1,250 vest immediately while the remaining options vest over a period of 3 
years. The fair value of the stock options granted during the period using the Black-Scholes Option Pricing Model 
was $59,414. 

(iii) On September 17, 2018, the Company granted 2,600 options to acquire Proportionate Shares. The options have a 
term of 10 years, exercise price of $101 and vest over a period of 3 years. The fair value of the stock options 
granted during the period using the Black-Scholes Option Pricing Model was $202,753. 

(iv) On September 24, 2018, the Company granted 1,600 options to acquire Proportionate Shares. The options have a 
term of 10 years, exercise price of $101 and vest over a period of 3 years. The fair value of the stock options 
granted during the period using the Black-Scholes Option Pricing Model was $124,771. 

(v) On October 9, 2018, the Company granted 1,200 options to acquire Proportionate Shares. The options have a 
term of 10 years, exercise price of $300 and vest over a period of 4 years. The fair value of the stock options 
granted during the period using the Black-Scholes Option Pricing Model was $86,405. 

(vi) On October 30, 2018, the Company granted 8,382 options to acquire Proportionate Shares. The options have a 
term of 10 years, exercise price of $324 and vest over a period of 4 years. The fair value of the stock options 
granted during the period using the Black-Scholes Option Pricing Model was $2,077,928. 
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11. SHARE CAPITAL (continued) 

The fair value of the stock options granted for the period ended December 31, 2018 was estimated using the Black-

Scholes Option Pricing Model with the following weighted average assumptions: 

December 31,

2018 2017

Stock price $182 -

Risk-free interest rate 2.34% -

Estimated life 8.6 years -

Expected volatility 100% -

Expected dividend yield 0% -

Forfeiture rate 15% -

f) Warrants 

As at December 31, 2018, the Company had the following warrants outstanding: 

Expiry date Exercise price Class 

Number of 
warrants 

outstanding 

July 21, 2019 $0.69 Series Seed Preferred Shares 519,722 

July 28, 2019 $0.69 Series Seed Preferred Shares 594,933 

August 1, 2019 $0.69 Series Seed Preferred Shares 48,750 

July 21, 2019 $0.69 Series Seed Preferred Shares 136,000 

February 8, 2020 $2.20 Series B-1 Preferred Shares 1,997,088 

April 4, 2020 $2.20 Series B-2 Preferred Shares 497,922 

October 26, 2020 $2.50 Subordinate Shares 298,710 

4,093,125 

The weighted average exercise price and weighted average life are $1.74 and 1.06 years, respectively. 

The following is a summary of the Company’s warrant activities: 

Year ended December 31,

2018 2017

Opening balance 1,299,405 -

Issued 2,794,310 1,299,405

Exercised (590) -

Cancelled - -

Outstanding at December 31 4,093,125 1,299,405
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11. SHARE CAPITAL (continued) 

The fair value of the warrants granted for the period ended December 31, 2018 was estimated using the Black-Scholes 

Option Pricing Model with the following weighted average assumptions: 

December 31,

2018 2017

Stock price $1.33 $0.69

Risk-free interest rate 1.88% 0.71%

Estimated life 2 years 1.50 years

Expected volatility 86% 70%

Expected dividend yield 0% 0%

Forfeiture rate 0% 0%

g) Restricted Stock Units 

During the year ended December 31, 2018, the Company issued two tranches of restricted stock units (“RSU”) as 
follows: 

Tranche 1: In June 2018, the Company approved and granted a total of 1,530,000 RSUs for acquisition of 1,530,000 
Common (Proportionate) shares of the Company. On listing, these RSU’s were converted on a 100 to 1 basis to 15,300 

Proportionate shares.  Each Common share had a nominal purchase price of $0.01 and a fair value of $27 per Common 
share (total fair value of $413,100), the difference being $26 per share which resulted in the recognition of $397,800 

share-based compensation for the year ended December 31, 2018.  These shares originally had varying vesting terms, 
but on listing they became fully vested and were issued to the respective parties. 

Tranche 2: In October 2018, the Company approved and granted a total of 2,479 RSUs for acquisition of 2,479 
Proportionate shares of the Company.  Each Proportionate share had a nominal purchase price of $1.00 and a fair 

value of $325 per Proportionate share, the difference being $324 per share. Due to the varying vesting provisions from 
4 months to 4 years, only $12,734 of the $816,908 total potential share-based compensation was recognized during 
the year ended December 31, 2018 by the Company. 

The following is a summary of the Company’s RSU activities (in Proportionate Shares): 

Number of RSU

Granted and unvested at December 31, 2017 -

Granted tranche 1 15,300

Granted tranche 2 2,149

Less vested and issued tranche 1 (15,300)

Less vested and issued tranche 2 (39)

Forfeited/cancelled -

Granted and unvested at December 31, 2018 2,110
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12. RELATED PARTY TRANSACTIONS 

Summary of key management personnel compensation: 

Key management personnel include those persons having authority and responsibility for planning, directing and 
controlling the activities of the Company as a whole. The Company has determined that key management personnel 
consist of members of the Company's Board of Directors and corporate officers. The remuneration of directors and 
key management personnel made during the periods ended December 31, 2018 and 2017, is set out below: 

As at December 31, 
2018 2017 

$ $
Salaries and benefits 382,775 44,031
Share-based payments 331,273 -
Total 714,048 44,031

Loans payable to related parties

The Company entered into various lines of credit and promissory notes totaling $750,000 with a related party, who is 
considered key management personnel (Note 10). On March 6, 2018, one promissory note of $120,000 was paid off. 
On March 7, 2018, another promissory note of $30,000 was paid off. On August 17, 2018, the remaining $600,000 in 
notes payables to a related party, including interest accrued of $33,219, were paid off in full. 

During the years ended December 31, 2018 and 2017, the Company recorded interest expense of $33,219 (2017 - 
$58,417) pursuant to the loans payable to related parties. 

13. FINANCIAL INSTRUMENT RISK MANAGEMENT 

Classification of financial instruments 

Financial assets include cash and cash equivalents, trade receivables and deposits. Financial liabilities include accounts 
payable and accrued liabilities, income taxes payable and notes payable. 

Fair value: 

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according 
to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are: 

 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly 

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

The carrying value of Company’s financial assets and liabilities as at December 31, 2018 and 2017 approximate their 

fair value due to their short terms to maturity. 

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of Directors 
approves and monitors the risk management processes, inclusive of documented investment policies, counterparty 

limits, and controlling and reporting structures.  
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13. FINANCIAL INSTRUMENT RISK MANAGEMENT (continued) 

Credit risk: 

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The Company's 
credit risk is primarily attributable to cash and trade receivables. The Company has no significant concentration of 
credit risk arising from operations. Cash are held with reputable banks in the United States which are closely monitored 

by management. Trade receivables are estimated assessed by the Company’s management based on prior experience 
and an assessment of the current economic environment.  

The Company’s aging of trade receivables was approximately as follows: 

As at December 31, 
2018 2017 

$ $
0 to 60 days 1,379,065 323,020
Over 61 days - 6,675

Total 1,379,065 329,695

Liquidity risk: 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company has a planning and budgeting process in place to help determine the funds required to support the Company’s 
normal operating requirements on an ongoing basis. The Company ensures that there are sufficient funds to meet its 

short-term business requirements, taking into account its anticipated cash flows from operations and its holdings of 
cash. 

Historically, the Company's primary source of funding has been loans from related parties and issuance of equity 

securities for cash, primarily through private placements. The Company’s access to financing is always uncertain. 
There can be no assurance of continued access to significant equity funding. 

Foreign exchange risk: 

Foreign currency risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate because 
they are denominated in currencies that differ from the respective functional currency. Management believes that the 
foreign exchange risk concentration with respect to financial instruments is insignificant. 

Interest rate risk: 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in interest rate. The Company is 
exposed to interest rate risk on its cash and debt instruments but has determined that the risk is not significant 
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14. CAPITAL MANAGEMENT 

In order to support its operations and business development the Company manages its capital structure, and adjusts it, 
based on the funds available to the Company. 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 has losses and negative cash flows from operations since its inception; therefore, the Company is 

dependent on external financing to fund its future intended business plan. The capital structure of the Company 
currently consists of common and preferred shares. The Company manages the capital structure and adjusts it in the 

light of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or 
adjust the capital structure, the Company may issue new shares through private placements. 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 was no change to the Company’s management of capital during the year. The Company 
is not subject to any externally imposed capital requirements. 

15. ECONOMIC DEPENDENCE 

During the year ended 2018, one customer (2017 - three customers) individually represented 98% (2017 – 92%; 41%, 
35% and 16% individually) of total revenue.  

16. SEGMENTENTED INFORMATION 

The Company operates in one reportable operating segment, being the development, manufacturing, marketing and 
sale of cannabis infused products in the state of California as follows for the years ended December 31, 2018 and 
2017: 

December 31, 
2018

December 31, 
2017

$ $

Loss (6,835,815) (3,056,206)
Assets 27,845,032 1,821,500

17. COMMITMENTS 

Operating lease 

The Company has obligations under an operating lease for its manufacturing facility in Adelanto, California.  The 
lease term can be extended for another 36 months.  

Year $

2019 331,326

2020 166,896
498,222
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18. INCOME TAXES 

The Company is subject to U.S. Internal Revenue Code Section 280E.  This section disallows deductions and credits 
attributable to a trade or business of trafficking in controlled substances.  Under U.S. tax, marijuana is a schedule I 
controlled substance.  The Company has taken the position that any costs included in the cost of goods sold should 
not be treated as amounts subject to Section 280E.  The measurement of deferred income tax assets requires 
management to make judgements in the interpretation and application of the relevant tax laws.  The actual amount of 
income taxes only becomes final upon filing and acceptance of the tax return by the relevant authorities. 

A reconciliation of income taxes at statutory rate is as follows:

Year ended December 31 

2018 2017 

$ $

Net loss before taxes  (6,680,101) (3,056,206)

Expected income tax recovery at combined rate  (1,961,878) (1,338,000)

Non-deductible expenditures 117,254 25,000 

Adjustments to prior year provisions (369,202) -

Losses not deductible under IRC 280E 1,439,116 419,000 

Change in unrecognized deferred assets 618,996 894,000 

Total (155,714)  -

Tax attributes are subject to review, and potential adjustment, by tax authorities. 

Year ended December 31 

2018 2017 

$ $

Current 

Federal 141,510 -

State 14,204 -

Total current 155,714 - 
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18. INCOME TAXES (continued) 

Significant components of the Company's deferred tax assets and liabilities are as follows: 

Year ended December 31 

2018 2017 

$ $

Deferred tax assets 

Non-capital losses  722,823 1,315,000 

Stock compensation and other 52,742 -

Deferred tax assets subtotal 775,565 1,315,000 

Less unrecognized deferred tax assets  (696,004) (1,315,000)

Recognized deferred tax assets 79,561 -

Deferred tax liabilities 

Property and equipment  (79,561) -

Net deferred tax asset   - -

On December 22, 2017, the Tax Cuts and Jobs Act (H.R.1)(the "Tax Act") was signed into law.  The Tax Act contains 
significant changes to corporate taxation, including (i) the reduction of the corporate income tax rate from a maximum 
rate of 35% to 21%, (ii) the acceleration of expensing for certain business assets, (iii) the one-time transition tax related 
to the transition of U.S. International tax from a worldwide tax system to a territorial tax system, (iv) the repeal of 
domestic production activities deduction, (v) additional limitations on the deductibility of interest expense, (vi) 
expanded limitations on executive compensation, (vii) acceleration of tax revenue recognition, (viii) capitalization of 
research and development expenditures and (vix) creation of new minimum taxes such as the base erosion anti-abuse 
tax ("BEAT") and Global Intangible Low Taxed Income ("GILTI") tax.

All tax returns will remain open for examination by the federal and state taxing authorities for three and four years, 
respectively, from the date of utilization of any net operating loss carryforwards. 

19. SUBSEQUENT EVENTS 

On January 31, 2019, the Company awarded 9,000 Subordinate Shares which are fully vested in exchange for services 
rendered by a consultant. The Company also granted Restricted Stock Units (“RSU”) for 27,546 Subordinate Shares 

which expire January 31, 2024. 9,254 of the RSU’s vest immediately on the grant date. 15,000 vest in monthly 
increments of 1,500 from January 2019 to October 2019. 

On February 28, 2019, the Company completed a private placement of 25,000 Unsecured Convertible Note Units (the 
“Note Units”) for C$25,000,000 at a price of C$1,000 per Note Unit. Each Note Unit is to be comprised of one C$1,000 

principal amount unsecured convertible note (each, a “Convertible Note”) accruing interest at 8% per annum, payable 
semi-annually in arrears until maturity, and 77 common share purchase warrants of the Company (each, a “Warrant”). 

The Convertible Notes will have a maturity date of 24 months from the Closing Date (as defined below). Each 
Convertible Note shall be convertible into common shares in the capital of the Company (each, a “Conversion Share”) 
at a price of $6.50 (the “Conversion Price”) per Conversion Share commencing on the date which is seven months 

after the Closing Date. Each Warrant entitles the holder thereof to acquire one common share in the capital of the 
Company (each, a “Warrant Share”) for an exercise price of $8.00 per Warrant Share for a period of five years 

following the Closing Date.  
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19. SUBSEQUENT EVENTS (continued)

If exercised during the first 12 months after the Closing Date, the underlying shares shall be subject to a 365-day 
contractual hold from the Closing Date. The investment bankers (“agents”) received a cash commission on the sale of 

the Offering of C$1,268,350, plus C$98,750 as agents’ expenses, including legal fees.  The agents also received 
100,823 compensation warrants, each carrying the right to purchase one subordinate voting share in the capital of the 
Company (each, a “Compensation Warrant Share”) at a price of $8.00 per Compensation Warrant Share for a period 

of two years from the closing date. 


