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This Management’s Discussion and Analysis (“MD&A”) reports on the financial condition and operating results of 
MJardin Group, Inc. (the “Company” or “MJardin”) for the three and six months ended June 30, 2021 and 2020. The 
MD&A should be read in conjunction with the Company’s audited and consolidated financial statements for the years 
ended December 31, 2020 and 2019 as filed on SEDAR on April 30, 2021 (the “Annual Financial Statements”) and 
the unaudited condensed interim consolidated financial statements for the three and six months ended June 30, 2021 
and 2020, which were prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by 
the International Accounting Standards Board. This MD&A provides information on the operating activities, performance 
and financial position of the Company and is intended to assist in understanding the Company’s business and key factors 
underlying its financial results. All dollar amounts referred to in this MD&A are expressed in Canadian dollars except 
where indicated otherwise. 

Additional information can be found on the Company’s website at www.MJardin.com. 

 

FORWARD-LOOKING INFORMATION 
 
This MD&A may contain “forward-looking information” and “forward-looking statements” within the meaning of Canadian 
securities legislation (“forward-looking statements”). These forward-looking statements are made as of the date of 
this MD&A and the Company does not intend, and does not assume any obligation, to update these forward-looking 
statements, except as required under applicable securities legislation. Forward-looking statements relate to future 
events or future performance and reflect management’s expectations or beliefs regarding future events. 

In some cases, these forward-looking statements can be identified by words or phrases such as “may”, “might”, “will”, 
“expect”, “anticipate”, “estimate”, “intend”, “plan”, “indicate”, “seek”, “believe”, “predict” or “likely”, or the negative of these 
terms, or other similar expressions intended to identify forward-looking statements. The Company has based these 
forward-looking statements on its current expectations and projections about future events and financial trends that it 
believes might affect its financial condition, results of operations, business strategy and financial needs. Some examples 
of forward-looking statements include but are not limited to: the outlook of the Company, expected costs, business 
plans, the ability of the Company to continue as a going concern, completion dates of the facilities, production capacity, 
receipt of licenses, potential transactions the Company is considering through its strategic review process, the expected 
expansion of the Flint & Embers brand, the suspension and potential cessation of business activities at the Company’s 
facilities, the potential to bring new cultivars to market, the ability of the Company to generate cash to meeting working 
capital requirements, etc. 

Assumptions 

Forward-looking statements are based on certain assumptions and analyses made by the Company in light of 
experience and perception of historical trends, current conditions and expected future developments and other factors 
it believes are appropriate and are subject to risks and uncertainties. In making the forward-looking statements included 
in this MD&A, the Company has made various material assumptions, including but not limited to: (i) obtaining and 
maintaining necessary regulatory approvals and licenses; (ii) that regulatory requirements may or may not adversely 
affect the business; (iii) general business and economic conditions; (iv) the Company’s ability to successfully execute its 
plans and intentions; (v) the availability of financing on reasonable terms; (vi) the Company’s ability to attract and retain 
skilled staff; (vii) market competition and product demand; (viii) the products and technology offered by the Company’s 
competitors; (ix) the ability of the Company to increase its revenue to meet current working capital requirement and 
debt obligations; and (x) that our current good relationships with our suppliers, service providers and other third parties 
will be maintained. 

Although we believe that the assumptions underlying these statements are reasonable, they may prove to be incorrect, 
and we make no assurance that actual results will be consistent with these forward-looking statements. 

The Company has attempted to identify important factors that could cause actual results to differ materially from those 
contained in forward-looking statements, but there may be other factors that cause results not to be as anticipated, 
estimated or intended. There is no assurance that such statements will prove to be accurate, as actual results and 
future events could differ materially from those anticipated in such statements. Accordingly, readers should not place 
undue reliance on forward-looking statements. We do not undertake to update or revise any forward-looking statements, 
except as, and to the extent required by, applicable securities laws in Canada. 

This MD&A contains certain financial performance measures that are not recognized or defined under IFRS (“Non-
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GAAP Measures”). As a result, this data may not be comparable to data presented by other cannabis companies. For 
an explanation, related definitions, and reconciliation of these measures to comparable financial information presented 
in the consolidated financial statements prepared in accordance with IFRS, refer to the Non-GAAP Financial Measures 
section below. The Company believes that these Non-GAAP Measures are useful indicators of operating performance 
and are used by management to assess the financial and operational performance of the Company. These Non-GAAP 
Measures include, but are not limited to, the following: 

i) EBITDA 

ii) Adjusted EBITDA 

 

Non-GAAP Measures should be considered together with other data prepared in accordance with IFRS to enable 
investors to evaluate the Company’s operating results, underlying performance and prospects in a manner similar to 
the Company’s management. Accordingly, these Non-GAAP Measures are intended to provide additional information 
and should not be considered in isolation or as a substitute for measures of performance prepared in accordance with 
IFRS. The Company’s forward-looking statements are based on the reasonable beliefs, expectations, and opinions of 
management as of August 4, 2021, the date of this MD&A. 
 

BUSINESS HISTORY 
 
MJardin Group, Inc. (the “Company” or “MJardin”), formerly known as Sumtra Diversified Inc. (“Sumtra”), was formed 
by amalgamation on August 30, 1978 under the laws of the province of Ontario and carried on business as a “Capital 
Pool Corporation”.  
 
On September 7, 2018 MJAR Holdings Corp. and Sumtra entered into a definitive agreement to carry out a reverse 
takeover transaction (the “RTO Transaction”) via a three-cornered amalgamation for the purpose of effecting a reverse 
takeover of Sumtra by MJAR Holdings Corp. The RTO Transaction was completed on November 13, 2018. The 
Company’s subsidiary, MJAR Subco, amalgamated with MJAR Holdings Corp., with the shareholders of MJAR Holdings 
Corp. receiving shares of the Company on a 1:1 basis. Upon amalgamation, the name of the Company was changed 
to MJardin Group, Inc., its fiscal year end was changed from August 31 to December 31, and its shares were delisted 
from the TSX Venture Exchange. On November 15, 2018, the Company commenced trading on the Canadian Securities 
Exchange under the ticker symbol MJAR. 
 
In 2018, the Company made the strategic decision to add principal ownership of cultivation facilities and acquired 
GrowForce Holdings Inc. (“GrowForce”). GrowForce has significant ownership in cannabis cultivation facilities and 
engages in either retrofit or construction of production facilities to meet Health Canada cultivation license requirements. 
GrowForce also engages in the cultivation and sale of cannabis products from cannabis facilities in Canada, as all 
cultivation facilities are licensed by Health Canada. 
 

BUSINESS SEGMENTS 
 
The Company has two primary lines of business: 
 
1) the cultivation, harvesting and processing of cannabis in licensed facilities located in Canada for sale as bulk 
flower and/or trim to other Canadian licence holders and as packaged products into the Canadian recreational cannabis 
market under the Company’s brands or the brands of other licence holders; and    
 
2) providing consulting services, including strategic capital and financing, project management services for 
cultivation, licensure support, facility design, systems implementation, facility & equipment leasing, construction 
oversight, facility ramp-up, and access to intellectual property held by the Company to licensed cannabis operators with 
cultivation and retail businesses, primarily in the state of Colorado, through management services agreements 
(“MSAs”).  
 
1) Cultivation operations in Canada 

WILL Cannabis (“WILL”) 

WILL was founded on July 22, 2013 and construction of its initial facility (the “WILL Facility”) was completed in 
November 2017. Prior to February 2020, the WILL Facility was fully constructed but waiting on licensing approval to 
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expand the operations and begin cultivation activities in the entire facility. On February 24, 2020, the Company received 
approval from Health Canada to significantly increase its current operational space and production supply to full facility 
capacity. The 32,800 square-foot facility received approval for eight additional grow areas and four additional operations 
areas which include grow, vegetative and mother rooms, as well as trim, dry and packaging rooms. This amendment 
to its licence, which previously authorized two rooms, allows WILL to produce at its full capacity of 3,000 kg of dried 
flower per year, depending on the mix of strains. The facility started operating at full capacity during the third quarter of 
2020. The Company is cultivating cannabis plants in all 12 licensed grow rooms in the facility. The facility is equipped 
with optimal HVAC and fertigation systems that ensure workflow efficiency and consistency in cultivation of product. 
 
Highgrade MMJ Corporation. (“Highgrade”) 
 
The Company has a 75.51% equity interest in Highgrade, which owns an indoor cultivation facility in Dunnville, Ontario 
(the “Dunnville Facility”). The facility was fully operational by the third quarter of 2020.  At full capacity, the 11,000 
square-foot facility is estimated to produce 1,200 kg of premium flower per year. Cannabis produced at the facility is 
bulk packaged and shipped to the WILL Facility for testing and processing. The Dunnville Facility houses five 
compartmentalized flower rooms of equal size and required supporting rooms. The facility is equipped with optimal 
HVAC and fertigation systems that ensure workflow efficiency and consistency in cultivation of product. 

 
AtlantiCann Medical Inc. (“AMI”) 
 
The Company holds a 39% equity interest in AMI, an operator of an expanded 68,000 square-foot indoor cultivation 
facility located in Nova Scotia. The facility has a total production capacity of 6,300 kg of product per year. In 2020, AMI 
began selling to the retail market through licenses with the provinces of Nova Scotia, Ontario, British Columbia, 
Saskatchewan, and New Brunswick. The Company has representation on the board of AMI, but does not participate in 
its management. 
 
Warman 
 
In April 2018, the Company acquired a 120,000 square foot building in Winnipeg, Manitoba (the “Warman Facility”), 
which previously operated as a food processing plant. A portion of the building has been retrofitted with enclosed indoor 
cultivation grow facilities of approximately 11,000 square feet. A cultivation license for this Phase 1 development was 
issued in 2019. The Warman Facility has been used primarily as a research and development centre for phenotyping 
and strain selection. The Company no longer expects to close the previously announced non-binding letter of intent to 
form a joint venture with the Peguis First Nation (“Peguis”), whereby Peguis would fund the Phase 2 build-out of the 
Warman Facility in exchange for a 51% stake in the project. 
 
On July 12, 2021, the Company placed the Warman Facility into care and maintenance until further notice. The 
Company will keep the facility’s Health Canada licensing in place and retains the option, at the Company’s sole 
discretion, to take the facility out of care and maintenance or if circumstances require, completely shut down the 
Warman Facility. The suspension of ongoing construction and certain business activities at the Warman Facility required 
the Company to terminate 17 employees in Canada and the United States and will enable the Company to preserve 
cash flow. The Company remains in constant dialogue with its business partners at the Warman Facility as it works to 
identify potential transactions in respect of the facility. 
 
2) Cultivation Management 
 
The Company leverages over 10 years of cultivation and design experience in building and enhancing cultivation and 
extraction assets. Since 2009, the Company has designed over 100 cannabis cultivation and extraction facilities. The 
Company is transitioning the business away from cultivation management as its in-house cultivation operations ramp 
up. On July 8, 2021, the Company terminated four staff from the MSA business to focus on in-house cultivation 
operations in Canada. 
 
 
KEY BUSINESS DEVELOPMENTS 
 
The following activities occurred during the three months ended June 30, 2021 and up to the date of this MD&A: 
 
Final Payment from Harvest Health and Recreation Inc. 
 
In 2019, the Company entered into a definitive purchase and sale agreement (the “PSA”) to sell all of its interest in 
GreenMart of Nevada, LLC (“GreenMart”) to Harvest Health and Recreation Inc. (“Harvest”) for total consideration of 
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US $35 million, comprised of US $30 million received by the Company on December 31, 2019 plus a US $5 million final 
payment (the “Final Payment”) due upon the license transferring to Harvest, subject to regulatory approvals. Effective 
August 14, 2020, the Company signed a managed services agreement (“Harvest MSA”) between the Company and 
Harvest to transfer the risk and rewards associated with GreenMart’s continuing operations. As a result of entering into 
the Harvest MSA, the Company relinquished control of GreenMart as defined under IFRS 10 in 2020. The closing 
conditions associated with the PSA, mainly the approval of the license transfer by the State of Nevada, are expected 
to be fulfilled in the second half of 2021. 
 
In April 2021, the Company and Harvest agreed to a final settlement and reduction of the previously disclosed US$5.0 
million Final Payment to the amount of US$4.25 million with Harvest to make the Final Payment to the Company despite 
the approval of the license transfer not yet having occurred. In accordance with the requirements of the Company’s 
existing credit facility, the Company shall cause certain of its subsidiaries to use the Final Payment to repay a portion 
of the accrued interest owing to the Company’s senior lender.  
 
New Revolving Credit Facility and Waivers to Debt Facilities 
 
In connection with the obligation to use the Final Payment to repay a portion of accrued interest owing to the Company’s 
senior lender, the senior lender agreed to the establishment of a new revolving credit facility in favour of certain 
subsidiaries of the Company in an aggregate maximum principal amount of approximately $5.3 million (the “Maximum 
Amount”). This facility is established as a sub-facility under the existing credit facility between the senior lender and 
such subsidiaries of the Company and will bear interest at a rate of 15% per annum, compounded monthly, with a one-
time work fee of 2% of the Maximum Amount paid to the senior lender. As of the date of this MD&A, the Company has 
drawn down $2.6 million of the revolving credit facility.  
 
The Company has also entered into waivers with respect to its existing debt facilities such that the maturity date for the 
principal balance, including interest payable thereon, was extended to November 30, 2022 and the Company is no 
longer required to assess compliance with the financial covenants until November 30, 2022. See “Financial Results – 
Consolidated Statement of Financial Position” for further information.  
 
Strategic Review Process  
 
In April 2021, the Board of Directors formed a special committee of independent directors (the “Special Committee”) 
to explore, review and evaluate a broad range of strategic alternatives for the Company due to its limited capital 
resources, with a view to identifying a transaction that is in the best interests of stakeholders. These alternatives may 
include continuing as a standalone public company, material asset dispositions, going private, undertaking a 
recapitalization or other restructuring transaction, or being purchased by a strategic partner. The Company has not 
made any decisions related to strategic alternatives at this time, and there can be no assurance that the evaluation of 
strategic alternatives will result in any transaction or change in strategy. On June 11, 2021, the Company announced 
that the Special Committee engaged Restructur Advisors as its strategic advisor and that Canaccord Genuity Corp. had 
resigned as financial advisor to the Special Committee. 
 
On July 12, 2021, further to the Company’s April 30, 2021 press release announcing the formation of the Special 
Committee, the Special Committee recommended that the Company conduct a formal and wide-ranging sales and 
investment solicitation process (“SISP”) in order to identify all potential options to maximize value for all of the 
Company’s stakeholders. In response, Restructur Advisors, along with the Company’s management team commenced 
the SISP on or about July 12, 2021, seeking expressions of interest, in any combination, in respect of the Company, its 
assets, and the Company’s CSE listing. The data and diligence phase of the SISP is expected to conclude on August 
12, 2021. 
 
Board of Directors Composition 
 
On May 26, 2021, the Company announced that Blair Jordan and Anthony Dutton joined the Board of Directors, effective 
immediately, filling the two vacant positions. The Company expects the independent board members to strengthen its 
Board with refreshed perspectives and diverse expertise in executive advisory, strategic planning, restructuring, 
marketing, corporate development, and finance. Adrian Montgomery did not stand for re-election at the Company’s 
annual meeting of shareholders held on June 30, 2021. At the annual meeting, each of the directors nominated in the 
Company’s management information circular filed on SEDAR were elected to the Board of Directors. 
 
Suspension of Activities at the Warman Facility 
 
On July 12, 2021, the Company placed the Warman Facility into care and maintenance until further notice. The 
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Company will keep the facility’s Health Canada licensing in place and retains the option, at the Company’s sole 
discretion, to take the facility out of care and maintenance or if circumstances require, completely shut down the 
Warman Facility. The suspension of ongoing construction and certain business activities at the Warman Facility required 
the Company to terminate 17 employees in Canada and the United States and will enable the Company to preserve 
cash flow, while it facilitates the SISP. The Company remains in constant dialogue with its business partners at the 
Warman Facility as it works to identify potential transactions in respect of the facility. 
 
Flint & Embers Product Line Enters the Ontario Market 
 
On July 20, 2021, the Company successfully shipped its first orders of its flagship brand, Flint & Embers, to the Ontario 
Cannabis Store (“OCS”) for retail sale. The OCS is Ontario’s only legal online retailer and is responsible for the 
wholesale distribution of recreational cannabis products to private retailers in the province. The Company expects its 
Flint & Embers products to be available for purchase from private cannabis retailers throughout Ontario as well as 
online through the OCS. 
 
 
OPERATING RESULTS 
 
WILL 
 
During Q2 2021, the WILL Facility continued to operate at full capacity, producing 818 kg of flower from its 12 licensed 
grow rooms. For the three and six months ended June 30, 2021, the WILL Facility sold approximately 395 kg and 660 
kg, respectively, of cannabis products generating revenue of $0.9 million and $2.0 million, respectively (June 30, 2020 
– $nil and $nil). Sales are expected to increase as the Company sells through additional retail channels and adds 
additional product offerings. The WILL Facility is fully staffed and split shifts have been implemented for COVID-19 
mitigation procedures; however, this is not expected to impact production. The production at the facility during Q1 2020 
was minimal due to the construction and licensing activities. 
 
GRO 
 
Production at the Dunnville Facility continued to operate at full capacity during the six months ended June 30, 2021 
with approximately 676 kg of dried flower being harvested (Q2 2020 – 151 kg). Cannabis produced at the facility is bulk 
packaged and shipped to the WILL Facility for testing and further processing.  
 
Warman  
 
During 2021 the Warman Facility was being used primarily as a research facility for the development of new phenotypes. 
Several desirable cultivars that tested high in THC and have unique terpene profiles have been identified.  These new 
cultivars will be transferred to the Ontario facilities and potentially brought to market over the next 12 months. 
 
The Company no longer expects to close the previously announced non-binding letter of intent to form a joint venture 
with Peguis, whereby Peguis would fund the Phase 2 build-out of the Warman Facility in exchange for a 51% stake in 
the project. Construction activities at the Warman Facility were limited during most of Q2 2021.  
 
On July 12, 2021, the facility was put into care and maintenance with its activities suspended while the Company 
completes its SISP and until the Company identifies potential transactions with respect to the facility. 
 
AMI 
 
Net earnings from AMI for the three and six months ended June 30, 2021 were $6.2 million and $10.7 million, 
respectively, compared to $2.9 million and $4.1 million for the same periods in 2020 as sales through retail channels 
continued to increase. As at June 30, 2021, AMI’s cash position was $7.3 million. For the three and six months ended 
June 30, 2021, AMI’s revenues earned were $2.7 million and $6.0 million, respectively, compared to $4.0 million and 
$6.6 million for the same periods in 2020.  
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FINANCIAL RESULTS 
 
Consolidated statements of loss and comprehensive loss 
 
The table below summarizes information regarding the Company’s consolidated statements of loss and comprehensive 
loss:  
 

 
  
Revenue 
 
Revenue for the three and six months ended June 30, 2021 was $1.1 million and $2.5 million, a decrease of 47% and 
43%, respectively, compared to the same periods in the prior year. The Company either cancelled or amended several 
MSAs and reduced the breadth of services offered to its US customers. Revenue from managed services, consisting 
of management fees, license fees, and lease income decreased to $0.2 million and $0.4 million, a decrease of 92%, 
for both the three and six months ended June 30, 2021 when compared to the prior year revenue from managed 
services of $2.1 million and $4.3 million, respectively. This decline in revenue resulted from the Company’s strategy to 
exit the MSA business and will allow for greater focus on the development of the Canadian cannabis cultivation 
business. 
 
In Q1 2020, Health Canada approved licenses at the Dunnville and WILL facilities and the Canadian cannabis cultivation 
operations did not begin to generate cannabis sales until Q3 2020. During the three months ended June 30, 2021, 395 
kg was sold from the WILL facility, generating revenue from cannabis of $0.9 million (2020 – $nil). For the six months 
ended June 30, 2021, the WILL facility sold 660 kg of cannabis products generating revenue from cannabis of $2.0 
million (June 30, 2020 – $nil). 
 
For the three and six months ended June 30, 2021, there were five and six significant customers who represented 86% 
and 90% of the Company’s revenue, respectively, whereas there was only one significant customer who represented 
79% and 70% of the Company’s revenue for the same periods in 2020. 
 
Direct operating costs 
 
Direct operating costs for the three and six months ended June 30, 2021 was $0.8 million and $1.8 million, a decrease 

2021 2020 2021 2020
$ $ $

Revenues                1,118,769                2,105,015                2,473,023                4,308,597 
Direct operating costs                  (844,324)               (1,503,416)               (1,836,143)               (3,421,376)
Inventory write-down               (3,079,455)                  (285,376)               (3,838,073) (285,376)
Gross margin before fair value adjustments               (2,805,010)                   316,223               (3,201,193)                   601,845 
Fair value adjustment on the sale of cultivated inventory 593,797 –                   950,114 –

Unrealized gain on changes in fair value of biological assets (2,046,216) (533,865)               (4,656,872) (646,200)

Gross margin (1,352,591)              850,088                  505,565                  1,248,045               

Operating expenses 
Sales, general and administrative 2,290,397               3,691,338               3,337,323               7,522,108               
Share-based compensation 743,433 594,300 1,240,747               1,200,252               
Depreciation and amortization 109,164                  250,357                  239,059                  945,862                  
Total operating expenses 3,142,994               4,535,995               4,817,129               9,668,222               
Loss from operations (4,495,585)              (3,685,907)              (4,311,564)              (8,420,177)              -                         -                         
Interest expense 5,622,644 4,026,538 10,331,748 8,160,571
Net earnings from equity investment (1,785,139) (1,322,858) (3,935,935) (1,612,130)
Loss (gain) on loan modifications 1,264,065 (754,122) 1,264,065 (754,122)
Foreign exchange (gain) loss (318,924) 1,220,151 743,004 (968,546)
Other (income) loss (11,625) 1,732,092 (481,301) 1,716,473
Total other expenses 4,771,021 4,901,801 7,921,581 6,542,246

Loss before income tax, discontinued operations (9,266,606)              (8,587,708)              (12,233,145)             (14,962,423)             
Income tax recovery (expense) 113,338 (637,115) 44,052                    (1,117,927)              
Loss before discontinued operations (9,153,268)              (9,224,823)              (12,189,093)             (16,080,350)             
Loss from discontinued operations – (3,271,632) -                         (4,529,340)              
Net loss (9,153,268)              (12,496,455)             (12,189,093)             (20,609,690)             

Other comprehensive income (loss) 999,322                  1,839,941               1,407,722               (667,562)                 
Total comprehensive loss (8,153,946)              (10,656,514)             (10,781,371)             (21,277,252)             

Total comprehensive loss attributable to:
Shareholders of MJardin Group, Inc.               (8,083,154) (10,580,842)             (10,483,617)             (21,090,246)             
Non-controlling interest (70,792)                   (75,672)                   (297,754)                 (187,006)                 
Total comprehensive loss (8,153,946)              (10,656,514)             (10,781,371)             (21,277,252)             

Six months ended June 30,Three months ended June 30,
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of 44% and 46%, respectively, compared to the same periods in the prior year. The reduction in direct operating costs 
is in line with the reduction in revenue noted above. 
 
Inventory write-down 
 
The Company measures inventory at the lower of cost and net realizable value, resulting in an inventory write-down 
for the three and six months ended June 30, 2021 of $nil and $452,054 (three and six months ended June 30, 2020 - 
$nil), which is on the consolidated statements of loss and other comprehensive loss. The Company recorded a write-
down of inventory during the three months and six months ended June 30, 2021 related to dried cannabis that was 
old and unsellable inventory in the amount of $758,618 and $2,627,401 respectively (three and six months ended 
June 30, 2020 - $285,376 and $285,376), which is on the consolidated statements of loss and other comprehensive 
loss.  
 
Sales, general, and administrative expenses 
 
Sales, general, and administrative expenses for the three and six months ended June 30, 2021 decreased $1.4 million 
and $4.2 million, or 38% and 56%, respectively, to $2.2 million and $3.3 million compared to the same periods in 2020. 
The reduction in sales, general, and administrative expenses was primarily due to $1.0 million and $3.0 million 
reductions in payroll and benefits for the three and six months ended June 30, 2021 due to reduced headcount and 
$0.5 million and $2.2 million related to Canadian COVID-19 wage subsidies received, respectively. Additional 
reductions have been realized through $0.6 million and $1.4 million less professional and consulting fees in Q2 2021 
and YTD 2021, respectively, compared to Q2 2020 and YTD 2020 due to the Company exiting the business of U.S. 
managed services. 
 
Net loss 
  
During the three and six months ended June 30, 2021, the Company’s net loss decreased to $9.2 million and $12.2 
million, respectively, from $12.5 million and $20.6 million in the prior periods. The reduction in net loss was primarily 
due to $1.4 million and $4.2 million declines in sales, general, and administrative expenses during the three and six 
months ended June 30, 2021, and $0.5 million and $2.3 million increases in net earnings from the equity investment in 
AMI, respectively. 
 
Consolidated statements of financial position 
 
The table below summarizes information regarding the Company’s consolidated statements of financial position: 
 

  
 
Biological Assets  
 
The following table is a summary of the biological assets movement for the periods ended June 30, 2021 and December 
31, 2020: 
 

June 30,
2021

December 31,
2020

$ $

Cash 968,505                           1,511,921                         

Biological assets 851,889                           1,612,817                         

Inventory 8,137,394                         4,486,483                         

Property, plant and equipment 42,171,396                       41,489,341                       

Investments 40,433,634                       36,494,794                       

Total assets 101,107,258                     100,784,733                     

Long-term debt -                                  152,974,065                     

Total liabilities 200,973,928                     190,548,165                     

Working capital (15,785,187) (161,944,812)
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Inventory 
 
Inventory is comprised of the following and is valued at the lower of cost and net realizable value: 
 

 
 
Debt Facilities 
 

 

(a)  Loans owed by the Canadian facilities 

During the three months ended June 30, 2021, the Company and its senior lender executed amendments to its existing 
loan agreements. The interest payable on existing loan balances will accrue and be added to the loan principal and the 
Company will no longer be required to make monthly principal payments on the loan until November 30, 2022. The 
entirety of the principal balance, including accrued interest payable up until the repayment date, is due November 30, 
2022. As a result, the debt balance has been reclassified from current to long-term on the condensed interim statements 
of financial position. 
 
As a result of the amendments, the Company recognized a loss on loan modification of $2,209,374, which is offset 
against the gain on the modified loans owed by the US facilities of $945,310 and is included in the loss on loan 
modifications line on the unaudited condensed interim consolidated statements of loss and other comprehensive loss. 
The effective interest rates on the loans after the amendment is 11.42%. Refer to Note 19 for the interest expense 
incurred on the debt facilities for the three and six months ended June 30, 2021 and 2020. 

(b) Loans owed by the US entities  

During the three months ended June 30, 2021, the Company and its senior lender executed amendments to its existing 
loan agreements. The interest payable on existing loan balances will accrue and be added to the loan principal and the 
Company will no longer be required to make monthly principal payments on the loan until November 30, 2022. The 
entirety of the principal balance, including accrued interest payable up until the repayment date, is due November 30, 
2022. As a result, the debt balance has been reclassified from current to long-term on the condensed interim statements 
of financial position. 
 

  As at June 30, 2021 As at December 31, 2020

Capitalized 
Cost $

Fair Value
$

Total  
$

Capitalized 
Cost $

Fair Value
$

Total  
$

Work-in-process        1,553,093                1,755,660          3,308,753          1,104,179             902,377          2,006,556 

Finished goods        2,881,018                1,947,623          4,828,641          1,252,728          1,227,199          2,479,927 

Total        4,434,111                3,703,283          8,137,394          2,356,907          2,129,576          4,486,483 

June 30,
 2021

December 31,
 2020

 $  $ 
Term revolving loan – Bank of Nova Scotia prime rate (“BNS 
Prime Rate”) + 9.55% (a)                        125,310,869                       118,163,970 

Term loan – BNS Prime Rate + 9.55% (b)                          33,876,002                        34,810,095 

Term loan – 15% (b)                           2,067,416                                     -   

Total                        161,254,287                       152,974,065 

Current portion of long-term debt                                       -                        (152,974,065)

Long-term debt                        161,254,287                                     -   
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As a result of the amendments, the Company recognized a gain on loan modification of $945,310, which is offset against 
the loss on the modified loans owed by the Canadian facilities of $2,209,374 and is included in the loss on loan 
modifications line on the unaudited condensed interim consolidated statements of loss and other comprehensive loss. 
The effective interest rates on the loans after the amendment range from 9.49% to 14.22%. 
 
During the three months ended June 30, 2021, the Company closed a second demand loan facility provided by a senior 
lender. The loan is secured via conditions set forth in a general security agreement with an interest rate of 15% per 
annum. As at June 30, 2021, the Company drew down $2,624,954 of the $5,325,525 available amount of this loan 
facility. During the six months ended June 30, 2021, the Company made a net repayment of $2,601,571 on the loans 
owed by the US entities (June 30, 2020 – net proceeds of $1,667,867). 
 
(c)  Financial covenants of the loans  
 
During the three months ended June 30, 2021, the Company received a signed waiver from the senior lender for the 
breach of its financial covenants under the loan agreements in-force as at December 31, 2020. Under the terms of the 
waiver, the entirety of the principal balance, including accrued interest payable up until the repayment date, was due 
May 1, 2022. Pursuant to the waiver, the Company was no longer required to assess compliance with the financial 
covenants until May 1, 2022.  
 
Subsequent to the issuance of the initial waiver from the senior lender, the Ontario Superior Court of Justice appointed 
PricewaterhouseCoopers Inc. as receiver (“Receiver”) and manager over the assets, undertakings, and properties of 
the Company’s senior lender. Since then, the Company has been in contact with the Receiver regarding the loan 
agreements. The Company and the Receiver then entered into additional waivers with respect to the loan agreements, 
whereby an aggregate of $100,000 was capitalized and added to the existing loan balance, and the maturity date for 
the principal balance, including interest payable thereon, was extended to November 30, 2022. Pursuant to the 
additional waivers, the Company is no longer required to assess compliance with the financial covenants until November 
30, 2022. 
 
OUTLOOK 
 
The Company has been focused on expanding and upgrading its various cannabis facilities, and developing 
relationships with new customers, mainly through retail channels. The MJardin team has decades of combined 
experience in designing, building and operating cannabis facilities. Management is confident in their projections of 
meeting the following key operating deliverables in 2021:   
 

 Provincial approvals for the retail distribution of both the Flint & Embers brand as well as ROBES branded 
products across all major Canadian markets. 

 Continued pursuit of long-term supply agreements to ensure uptake of full production capability.  
 Continued progress towards a strategic company-wide initiative that maximizes value for all of the Company’s 

stakeholders. 

The objectives listed above are subject to the risk factors identified below as well as the potential impact that the ongoing 
COVID-19 pandemic may have. 
 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
The Company relies primarily on loans to finance its operations and meet its capital requirements. The Company’s 
objectives when managing its liquidity and capital resources are to maintain a sufficient capital base to fund its working 
capital requirements and business development plans.   
 
Total current assets and total current liabilities as at June 30, 2021 are $17.8 million and $33.6 million, respectively 
(December 31, 2020 - $22.8 million and $184.7 million). Working capital as at June 30, 2021 was in a deficit position of 
$15.8 million compared to a working capital deficit of $161.9 million as at December 31, 2020. Total cash position was 
$1.0 million as at June 30, 2021 compared to $1.5 million as at December 31, 2020. The increase in working capital 
from December 31, 2020 to June 30, 2021 is due to the reclassification of the Company’s debt from current to long-
term as a result of the amendments to the existing loan agreements, whereby the maturity date of the loans were 
extended to November 30, 2022. 
 
Management acknowledges that there is significant uncertainty over the Company’s ability to meet its funding and 
working capital requirements as they fall due. For the Company to satisfy its current debt requirements, a debt 
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restructuring, additional term debt, an asset sale, equity financing or some other corporate transaction will be required. 
However, the outcome of these matters cannot be predicted with certainty at this time. Please see the “Risk Factors” 
section of this MD&A for further discussion. The Company has successfully ramped up production at its Canadian 
cultivation facilities, and management believes they will be successful in ramping up sales of cannabis through retail 
channels to generate more cash to meet the demands of current liabilities. 
 
Financial Covenants 
 
In 2020, the Company did not make a scheduled repayment of the term loans and did not meet its two financial 
covenants pursuant to the debt facilities, the senior leverage ratio being less than 4.5 to 1.0 and the fixed charge 
coverage ratio being greater than 1.2 to 1.0 for the last fiscal quarter of 2020. As at December 31, 2020, the Company 
was not in compliance with the financial covenants. 
 
During the three months ended June 30, 2021, the Company and the Receiver entered into waivers with respect to the 
loan agreements and the maturity date for the principal balance, including interest payable thereon, was extended to 
November 30, 2022. Pursuant to the additional waivers, the Company is no longer required to assess compliance with 
the financial covenants and the principal balance, including interest payable thereon, is due November 30, 2022. 

Operating Activities 

Cash provided for (used in) operating activities during the six months ended June 30, 2021 was $0.9 million compared 
to ($2.2 million) in the prior period. Changes in working capital provided $5.9 million of cash during the six months 
ended June 30, 2021 compared to $7.6 million in the prior period. 

Investing Activities 

During the six months ended June 30, 2021, cash used from investing activities was $1.7 million compared to an inflow 
of $0.2 million in the prior period. The cash used from investing activities during the six months ended June 30, 2021 
related to $1.7 million leasehold improvements at the Warman Facility and was primarily used for construction activities 
at the Warman Facility.  

Financing Activities 
 
Cash generated from financing activities during the six months ended June 30, 2021 was $0.3 million primarily related 
to proceeds from the Peguis promissory notes payable that was used for construction facilities at the Warman Facility. 
Cash used from financing activities during the six months ended June 30, 2020 was $3.0 million consisting primarily of 
the $5.5 million repayment of the Peguis promissory note payable as part of the Warman land disposition that occurred 
during the first quarter of 2020, $1.3 million loan repayment to the senior lender, and offset by $3.0 million loan proceeds 
from the senior lender. 
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SELECTED QUARTERLY FINANCIAL INFORMATION 
 

 
 

NON-GAAP FINANCIAL MEASURES 

 

EBITDA and Adjusted EBITDA  

 

EBITDA and Adjusted EBITDA are not recognized, defined, or standardized measures under IFRS and may not be 
compared to similar measures presented by other issuers. EBITDA is an operational metric used by management, 
calculated as net loss before finance charges, depreciation and amortization, and income taxes. Adjusted EBITDA is 
an operational and financial metric used by management, calculated as and including, but not limited to: net loss before 
fair value adjustment to biological assets and inventory; acquisition costs; share-based compensation; depreciation and 
amortization; (gain) loss on revaluation of derivative liabilities; finance and investment expense (income); interest 
(income) expense; loss on sale of assets; loss due to rare events; insurance proceeds; foreign exchange loss; 
impairment of inventory; impairment of property, plant and equipment; impairment of intangible assets and goodwill; 
current income tax (recovery) expense; and deferred income tax recovery. Management believes Adjusted EBITDA is 
a useful financial metric to assess the Company’s operating performance before the impact of non-cash items and 
acquisition related activities, as well as generally non-recurring gains and losses.  

 
The following is a reconciliation of Adjusted EBITDA to EBITDA and to net income (loss), which is a GAAP financial 
measure contained herein. 
 

Quarterly Results Q2 2021 Q1 2021 Q4 2020 Q3 2020 

Revenue 1,118,769$     1,354,254$     2,284,570$     4,843,102$     

Direct operating costs (844,324) (991,819) (1,699,065) (2,090,877)

Inventory write-down (3,079,455) (758,618) (260,634) (1,442,554)

Gross margin before fair value adjustments (2,805,010) (396,183) 324,871 1,309,671

Net loss (9,153,268) (3,035,825) (21,468,897) 7,238,054

Basic and diluted loss per share - continuing operations (0.09) (0.03) (0.34) 0.09

Basic and diluted loss per share - discontinued operations – – (0.05) (0.01)

Basic and diluted loss per share (0.09) (0.03) (0.39) 0.08

EBITDA (3,534,798) 1,872,460 (14,467,279) 18,814,137

Adjusted EBITDA (687,435) 1,133,321 (2,026,945) 70,831

Assets 101,107,258 104,344,609 100,784,733 117,621,559

Liabilities 200,973,928$ 196,465,114$ 190,548,165$ 187,641,081$ 

Quarterly Results Q2 2020 Q1 2020 Q4 2019 Q3 2019

Revenue 2,105,015$     2,203,582$     1,397,294$     7,643,293$     

Direct operating costs (1,503,416) (1,917,960) (1,258,360) (4,581,298)

Inventory write-down (285,376) – – –

Gross margin before fair value adjustments 316,223 285,622 138,934 3,061,995

Net loss (12,496,455) (8,113,236) (234,109,282) (12,431,699)

Basic and diluted loss per share - continuing operations (0.08) (0.12) (3.27) (0.11)

Basic and diluted loss per share - discontinued operations (0.04) (0.01) (0.03) –

Basic and diluted loss per share (0.12) (0.13) (3.30) (0.11)

EBITDA (7,582,405) (2,802,925) (237,267,850) (2,963,882)

Adjusted EBITDA (1,897,262) (3,218,720) (12,085,905) 507,377

Assets 148,758,545 157,354,414 163,821,461 407,535,964

Liabilities 228,409,106$ 226,867,091$ 224,542,093$ 232,363,548$ 
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OFF-BALANCE SHEET ARRANGEMENTS 
 
As at the date of this MD&A, the Company does not have any off-balance sheet arrangements that have, or are 
reasonably likely to have, a current or future effect on the financial performance or financial condition of the Company. 
 
CONTRACTUAL OBLIGATIONS  
 
In the normal course of business, the Company had the following obligations to make future payments as at June 30, 
2021: 
 

 
 
 
 
RELATED PARTY TRANSACTIONS 
 
In the ordinary course of business, under market terms and conditions comparable to those provided to unrelated third 
parties, the Company generates revenue from the following related parties; PotCo LLC, Next 1 Labs, Cloud 9 Support 
LLC, and F&L Warm Springs LLC. These transactions are considered related party in nature since a director on the 
board of the Company co-founded and is the managing partner of PotCo LLC and owns Next1 Labs, Cloud 9 Support 
LLC, and F&L Warm Springs LLC. A summarized table of the amounts as at June 30, 2021 and December 31, 2020 
are as follows: 
 

2021 2020 2021 2020

Net loss         (9,153,268)     (12,496,455)       (12,189,093)     (20,609,690)
Adjustments:                        -   
Income tax (recovery) expense             (113,338)            637,115               (44,052)         1,117,927 
Interest expense           5,622,644         4,026,538         10,331,748         8,160,571 
Depreciation and amortization              109,164            250,357               239,059            945,862 

EBITDA         (3,534,798)       (7,582,445)          (1,662,338)     (10,385,330)
Inventory write-down           3,079,455            285,376           3,838,073            285,376 
Share-based compensation              743,433            594,300           1,240,747         1,200,252 
Unrealized gain on changes in fair value of biological assets         (2,046,216)           (533,865)          (4,656,872)           (646,200)
Loss from discontinued operation                          -           3,271,632                          -           4,529,340 
Severance costs              137,175                        -                 160,508               37,156 
Loss (gain) on loan modification           1,264,065           (754,122)           1,264,065           (754,122)
Other (income) loss               (11,625)         1,732,092             (481,301)         1,716,473 
Foreign exchange (gain) loss             (318,924)         1,220,151               743,004           (968,546)

Adjusted EBITDA             (687,435)       (1,766,881)               445,886       (4,985,601)

Three months ended June 30, Six months ended June 30,

Within 1 year 2 to 5 years More than 5 years Total

$ $ $ $

Accounts payable and accrued liabilities 11,412,640 - - 11,412,640

Due to related parties  265,270 - - 265,270

Income taxes payable 14,914,586 - - 14,914,586

Promissory notes payable 6,631,844 2,711,241 - 9,343,085

Finance leases 410,715 1,747,374 1,017,718 3,175,807

Long-term debt  -          161,254,287                         -   161,254,287

Total            33,635,055          165,712,902              1,017,718          200,365,675 
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(a) Interest is payable in monthly installments at a rate of 15% per annum. An amended promissory note agreement 

was signed in April 2021 with the full principal amount of US $500,000 due on December 31, 2022. 
(b) The Company provides consulting, design, operational and other management services to AMI. The Company 

holds an investment in AMI. 
 
Due to related parties as at June 30, 2021 is $265,270 (December 31, 2020 - $353,919). This amount is owed to a 
director of the Company. 
 
The following table provides a summary of the amounts owed for services provided from related parties: 
 

 
 
 
GOING CONCERN  
 

These unaudited condensed interim consolidated financial statements have been prepared on the assumption that the 
Company will be able to realize its assets and discharge its liabilities in the normal course of business. 

For the six months ended June 30, 2021, the Company reported a net loss of $12,189,093 (June 30, 2020 – 
$20,609,690), cash inflow from operating activities of $3,544,666 (June 30, 2020 – outflow of $2,239,547), working 
capital deficit of $15,785,187 (December 31, 2020 – $161,944,812), and an accumulated deficit of $395,902,579 
(December 31, 2020 – $383,713,486).  

These conditions create a material uncertainty which may cast a significant doubt on the Company’s ability to continue 
as a going concern. These unaudited condensed interim consolidated financial statements do not include adjustments 
to amounts and classifications of assets and liabilities, which may be necessary should the Company be unable to 
continue as a going concern. 

Management acknowledges that there is significant uncertainty over the Company's ability to meet its funding 
requirements as they fall due. The Company’s ability to continue in the normal course of operations is dependent on its 
ability to raise additional capital through debt financings, sales of assets, and to start generating positive cash flow from 
operating activities before changes in working capital. While the Company has been successful in raising capital in the 
past, there is no assurance that it will be successful in closing further financing in the future. 
 
a) Debt facilities 
 
As at December 31, 2020, the Company was not in compliance with its financial covenants. During the three months 
ended June 30, 2021, the Ontario Superior Court of Justice appointed PricewaterhouseCoopers Inc. as receiver 
(“Receiver”) and manager over the assets, undertakings, and properties of the Company’s senior lender. Since then, 
the Company has been in contact with the Receiver regarding the loan agreements. The Company and the Receiver 

June 30, 
2021

December 31, 
2020

$ $
AMI (b)             500,000             203,206 
Other related party             104,169             107,010 
Next 1 Labs                     -                10,142 
PotCo LLC                     -                66,926 
Expected credit loss               (4,668)            (201,226)
Due from related parties - Current             599,501             186,058 
F&L WarmSprings LLC (a)             641,160             854,130 
Due from related parties - Non-current             641,160             854,130 

 2021  2020  2021  2020
$ $ $ $

Fees from cultivation and management services                       -                     117,081                               -                 239,597 
Interest income              23,025                      25,974                      46,763                  51,191 
Total revenues from related parties              23,025                   143,055                      46,763               290,788 
Director fees            146,336                   174,451                    209,154               248,890 
Total costs from related parties            146,336                   174,451                    209,154               248,890 

Three months ended June 30, Six months ended June 30, 
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then entered into additional waivers with respect to the loan agreements and the maturity date for the principal balance, 
including interest payable thereon, was extended to November 30, 2022. Pursuant to the additional waivers, the 
Company is no longer required to assess compliance with the financial covenants and the principal balance, including 
interest payable thereon, is due November 30, 2022. 
 
Although management believes the Company will be successful in ramping up production at its cultivation facilities to 
generate cash flows to begin to meet future debt requirements, the outcome of these matters cannot be certain at this 
time. In the event that the Company cannot meet its repayment obligation on November 30, 2022, the Company will 
look to alternative sources of financing, delay capital expenditures and/or evaluate potential asset sales, and potentially 
could be forced to curtail or cease operations or seek relief under applicable bankruptcy or insolvency laws. 
 
b) COVID-19 contagious disease 
 
During the three and six months ended June 30, 2021, COVID-19 had an adverse impact on local economics and the 
global economy. COVID-19 affected the Company’s ability to continue its operations at its facilities, particularly Will, 
and resulted in temporary shortages of staff to the extent its workforce is impacted. The Company made active efforts 
to minimize the impact of COVID-19. Facilities were professionally cleaned to support the staff’s return to work and 
mitigate any potential facility outbreak. Additional equipment vendors were sourced to address suppliers who became 
no longer available or had a lack of supplies on hand. A potential facility outbreak, if uncontrolled, could have a material 
adverse effect on our business, financial condition, results of operations, and cash flows including lost revenue. The 
Company’s operations are considered an essential service in all jurisdictions and all facilities are continuing to operate 
with protocols in place to prevent the spread of the virus. There was no significant impact on revenues from COVID-19. 
The Company continues to monitor and assess the impact that COVID-19 will have on the business. 
 

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 
 
See Note 2e) from the unaudited condensed interim consolidated financial statements for the three and six months 
ended June 30, 2021 and 2020 for more information. There were no changes to existing accounting policies of the 
Company for the three and six months ended June 30, 2021. 
 
FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT  
 
Fair Value Hierarchy  
 
The estimated fair values of the cash, restricted cash, accounts receivable, due from related parties, investments, 
accounts payable and accrued liabilities, due to related parties, convertible debt, promissory notes payable, and 
indemnity liabilities approximate their carrying values due to the relatively short-term nature of the instruments. The 
estimated fair values of long-term deposits and long-term debt approximate carrying values since effective interest rates 
are not significantly different from market rate. The carrying value of the debt differs from the fair value due to transaction 
costs. The carrying value of the long-term deposits differ from the fair value at inception since they are non-interest 
bearing.  
 
Financial instruments recorded at fair value on the condensed interim consolidated financial statements are classified 
using a fair value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value 
hierarchy has the following levels: 
 
Level 1 – valuation based on quoted prices (unadjusted) in active markets for identical assets or liabilities; 
Level 2 – valuation techniques based on inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and 
Level 3 – valuation techniques using inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). 
 
There have been no changes to the classification of financial instruments using the fair value hierarchy as shown below: 
 

 
 

$ Level 1 Level 2  Level 3 Total

As at June 30, 2021

Investment in DNA Genetics -                            -                            1,913,005                1,913,005                

As at December 31, 2020

Investment in DNA Genetics -                            -                            1,910,101                1,910,101                
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(a)  Credit risk 
Credit risk is the risk of a potential loss to the Company if a customer or third party to a financial instrument fails to meet 
its contractual obligations. The Company is moderately exposed to credit risk from its cash, restricted cash, accounts 
receivable, and related parties receivable. The Company assessed the collectability of its accounts receivable and 
related party receivable, and as at June 30, 2021, an expected credit loss amount of $682,486 (December 31, 2020 – 
$739,314) was recorded. The risk for cash is mitigated by holding these instruments with highly rated financial 
institutions. The Company does not invest in asset-backed deposits or investments and does not expect any credit 
losses. Accounts receivable primarily consist of amounts due from the sales tax credits that the Company expects to 
fully recover. The risk exposure is limited to their carrying amounts at the condensed interim consolidated statements 
of financial position date. As at June 30, 2021 and December 31, 2020, the Company’s maximum percentage exposure 
to credit risk is represented by its largest customer in dollar value. This amounts to 48% and 46%, respectively, of 
consolidated accounts receivable. As at June 30, 2021 and December 31, 2020, the Company’s maximum dollar value 
exposure to credit risk is $3,018,529 and $10,163,990, respectively. This is determined as the total amount of cash, 
restricted cash, accounts receivable, and due from related parties as at the date of the condensed interim consolidated 
statements of financial position. 
 
(b)  Liquidity risk 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The 
Company actively manages its liquidity through cash and equity management strategies. Such strategies include 
continuously monitoring forecasted and actual cash flows from operating, financing, and investing activities. 
 
The Company's cash flow is generated from debt financing or equity raises. The Company monitors cash on a regular 
basis and reviews expenses and overhead to ensure costs and commitments are being paid in a timely manner. 
Management has worked with and negotiated with vendors to ensure payment arrangements are satisfactory to all 
parties and that monthly cash commitments are managed within the Company’s operating cash flow capabilities.  
 
During the three months ended June 30, 2021, the Ontario Superior Court of Justice appointed 
PricewaterhouseCoopers Inc. as receiver (“Receiver”) and manager over the assets, undertakings, and properties of 
the Company’s senior lender. Since then, the Company has been in contact with the Receiver regarding the loan 
agreements. The Company and the Receiver then entered into additional waivers with respect to the loan agreements 
and the maturity date for the principal balance, including interest payable thereon, was extended to November 30, 2022. 
Pursuant to the additional waivers, the Company is no longer required to assess compliance with the financial covenants 
until November 30, 2022 and the principal balance, including interest payable thereon, is due November 30, 2022. 
 
(c) Market risk 
 
Currency risk 
Currency risk arises due to fluctuations in the fair value or cash flows of financial instruments due to changes in foreign 
exchange rates. As at June 30, 2021, the Company had functional currencies of Canadian dollars and US dollars for 
US subsidiaries’ financial assets and liabilities for which cash flows were denominated in foreign currencies. 
Management closely monitors the fluctuation of the Company’s foreign currency and believes the foreign currency 
exchange risk derived from its other activities is low, so therefore, does not hedge the foreign currency exchange risk 
arising from these activities. The impact on net income (loss) from changes in the foreign exchange rates are shown in 
the table below:  
 

 
 
Interest rate risk 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company has no interest-bearing assets other than cash.  The Company's debt 
facilities carry interest at prime rate plus a fixed rate. The Company is exposed to fluctuations in the prime rate.  
 
The table below details the effect on income (loss) before tax of a 100-basis points strengthening or weakening of the 
BNS Prime Rate on the debt facilities. 100-basis points sensitivity is the sensitivity rate used when reporting interest 
rate risk internally to key management personnel and represents management’s assessment of the reasonably possible 
change in interest rates: 
 

-100 bps + 100 bps - 100 bps + 100 bps

USD/CAD (359,434)$          359,434$           (299,144)$          299,144$           

Net income (loss)

June 2021 June 2020
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ISSUERS WITH U.S. CANNABIS-RELATED ASSETS 
 
On February 8, 2018, the Canadian Securities Administrators revised their previously released Staff Notice 51-352 
Issuers with U.S. Marijuana-Related Activities (the “Staff Notice”) which provides specific disclosure expectations for 
issuers that currently have, or are in the process of developing, cannabis-related activities in the United States as 
permitted within a particular State’s regulatory framework. All issuers with United States cannabis-related activities are 
expected to clearly and prominently disclose certain prescribed information in prospectus filings and other required 
disclosure documents in order to fairly present all material facts, risks and uncertainties about issuers with U.S. 
cannabis-related activities. 
 
Such disclosure includes, but is not limited to: (i) a description of the nature of a reporting issuer’s involvement in the 
U.S. cannabis industry; (ii) an explanation that cannabis is illegal under U.S. federal law and that the U.S. enforcement 
approach is subject to change; (iii) a statement about whether and how the reporting issuer’s U.S. cannabis-related 
activities are conducted in a manner consistent with U.S. federal enforcement priorities; and (iv) a discussion of the 
reporting issuer’s ability to access public and private capital, including which financing options are and are not available 
to support continuing operations. Additional disclosures are required to the extent a reporting issuer is deemed to be 
directly or indirectly engaged in the U.S. cannabis industry, or deemed to have “ancillary industry involvement”, all as 
further described in the Staff Notice. 
 
As a result of the Company’s existing operations and acquisitions in the United States, MJardin provides the following 
disclosure. 
 
Regulatory Overview 
 
Below is a discussion of the federal and state-level U.S. regulatory regimes in those jurisdictions where the Company 
is indirectly involved. The Company or its subsidiaries are indirectly engaged in the manufacture, possession, use, sale, 
or distribution of cannabis in the States of Nevada and Colorado. The Company is in compliance with the applicable 
enacted licensing requirement in the State of Nevada and is in compliance with the applicable enacted regulatory 
framework for the States of Nevada and Colorado. 
 
The Company or its subsidiaries are or are expected to be indirectly engaged in the manufacture, possession, use, 
sale, or distribution of cannabis in the medicinal cannabis marketplace in the State of Nevada. The Company is not 
aware of any non-compliance with any applicable licensing requirements or regulatory framework enacted by the State 
of Nevada. 
 
The Company also has indirect involvement in the marijuana industry through a financial interest held in an entity 
involved in cannabis-related cultivation and retail operations in the State of Colorado. The Company’s involvement does 
not require a license from the State of Colorado. 
 
The Company will evaluate, monitor, and reassess this disclosure, and any related risks, on an ongoing basis and the 
same will be supplemented and amended to investors in public filings, including in the event of government policy 
changes or the introduction of new or amended guidance, laws or regulations regarding marijuana regulation. Any non-
compliance, citations or notices of violation which may have an impact on the Company’s license, business activities 
or operations will be promptly disclosed by the Company. 
 
Legal Advice  
 
Legal advice has been obtained by the Company regarding applicable U.S. federal and state law. 
 
Regulation of Cannabis in the United States Federally 
 
The United States federal government regulates drugs through the Controlled Substances Act (21 U.S.C. § 811) (the 
“CSA”). Pursuant to the CSA, cannabis is classified as a Schedule I controlled substance. A Schedule I controlled 
substance is defined as a substance that has no currently accepted medical use in the United States, lacks safety for 

-100 bps + 100 bps - 100 bps + 100 bps

BNS Prime rate 478,207$           (482,563)$          388,224$           (391,760)$          

June 2021 June 2020

Net income (loss)
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use under medical supervision and a high potential for abuse. The Department of Justice defines Schedule I drugs, 
substances or chemicals as “drugs with no currently accepted medical use and a high potential for abuse.” 
 
The United States Food and Drug Administration has not approved cannabis as a safe and effective drug for any use. 
 
Canada has federal legislation which uniformly governs the cultivation, processing, distribution, sale and possession of 
both medical and recreational cannabis under the Cannabis Act, as well as various provincial and territorial regulatory 
frameworks that further govern the distribution, sale and consumption of recreational cannabis within the applicable 
province or territory. In contrast, cannabis is only permissively regulated at the state level in the United States. 
 
State laws in the United States regulating cannabis are in direct conflict with the CSA, which prohibits cannabis use 
and possession. Although certain states and territories of the U.S. authorize medical or recreational cannabis cultivation, 
manufacturing, production, distribution, and sales by licensed or registered entities, under U.S. federal law, the 
cultivation, manufacture, distribution, possession, use, and transfer of cannabis and any related drug paraphernalia, 
unless specifically exempt, is illegal and any such acts are criminal acts under the CSA. Although the Company’s 
activities are compliant with applicable United States state law, strict compliance with state laws with respect to cannabis 
may neither absolve the Company of liability under United States federal law, nor may it provide a defense to any 
federal proceeding which may be brought against the Company. 
 
The risk of federal enforcement and other risks associated with the Company’s business are described in “Risk Factors”. 
 
Company Compliance Program 
 
The Company is classified as having direct and indirect involvement in the U.S. marijuana industry and is in material 
compliance with applicable licensing requirements and the regulatory framework enacted by each U.S. state in which 
it operates. The Company is not subject to any citations or notices of violation with applicable licensing requirements 
and the regulatory framework enacted by each applicable U.S. state which may have an impact on its licenses, business 
activities or operations. 
 
The Company’s CEO or any other individual appointed by him oversees, maintains, and implements the Company’s 
compliance program and personnel. In addition to the Company’s internal legal and compliance departments, the 
Company has state and local regulatory/compliance counsel engaged in every jurisdiction in which it operates. 
 
The Company’s CEO or any other individual appointed by him oversees training for all employees, such training 
includes, but is not limited to, the following topics: 
 
 compliance with state and local laws; 
 safe cannabis use;  
 security and safety policies and procedures;  
 inventory control;  
 quality control;  
 transportation procedures; and  
 extensive ingredient and product testing, often beyond that required by law to assure product safety and 

accuracy. 
 
The Company’s compliance program emphasizes security and inventory control to ensure strict monitoring of cannabis 
and inventory from delivery by a licensed distributor to sale or disposal. 
 
The Company’s CEO or anyone appointed by him monitors all compliance notifications from the regulators and 
inspectors in each market, timely resolving any issues identified. The Company keeps records of all compliance 
notifications received from the state regulators or inspectors and how and when the issue was resolved. 
 
Further, the Company has created comprehensive standard operating procedures that include detailed descriptions 
and instructions for receiving shipments of inventory, inventory tracking, recordkeeping and record retention practices 
related to inventory, as well as procedures for performing inventory reconciliation and ensuring the accuracy of inventory 
tracking and recordkeeping. The Company maintains accurate records of its inventory at all licensed facilities. 
 
Adherence to the Company’s standard operating procedures is mandatory and ensures that the Company’s operations 
are compliant with the rules set forth by the applicable state and local laws, regulations, ordinances, licenses and other 
requirements. The Company ensures adherence to standard operating procedures by regularly conducting internal 
inspections and ensures that any issues identified are resolved quickly and thoroughly. 



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2021 AND 2020  

19  

 
The Company will continue to monitor compliance on an ongoing basis in accordance with its compliance program and 
standard operating procedures. While the Company’s operations are in full compliance with all applicable state laws, 
regulations and licensing requirements, such activities remain illegal under United States federal law. For the reasons 
described above and the risks further described in the “Risk Factors” section below, there are significant risks 
associated with the business of the Company. Readers are strongly encouraged to carefully read all of the risk factors 
contained in “Risk Factors”. 
 
The Company’s Balance Sheet and Operating Statement Exposure to U.S. Marijuana Related Activities 
 
The portion of the Company’s condensed interim consolidated financial statements that pertain to U.S. cannabis activity 
for the three and six months ended June 30, 2021 and 2020 is outlined in the Financial Results section on pages 7 to 
10. 
 
Readers are cautioned that the foregoing financial information, though extracted from the Company’s financial systems 
that supports its Annual Financial Statements, has not been audited in its presentation format and accordingly is not in 
compliance with IFRS based on consolidation principles. 
 
Regulation of Cannabis at State Levels 
 
The following chart is a summary of the Company’s material assets and investments in the United States. The 
Company is in compliance with the licenses that has been issued to it in the United States. References to “Direct”, 
“Indirect” or “Ancillary” classifications of each asset or investment have the meanings ascribed thereto in the Staff 
Notice. All of the Company’s material investments that give the Company “Direct”, “Indirect” and “Ancillary” involvement 
in the U.S. marijuana industry are included in the table below: 

 

Asset Name and Name of 
Organization Description 

Type of Relationship, Jurisdiction, 
and Classification 

 
GreenMart of Nevada, LLC 
Cheyenne 
Acquired July 2019 

GreenMart is a 30,000 sq. ft indoor 
facility located in Las Vegas, Nevada. 
The facility is licensed for cultivation and 
distribution, and produces 5,760 
kg/year.  

Type of Relationship: Wholly owned 
subsidiary of MJardin Group, Inc. The 
Company entered into a PSA on 
December 31, 2019 and the Company 
has relinquished control over 
GreenMart. Refer to the Key Business 
Developments section of this MD&A. 

Jurisdiction: Nevada 

Classification: Indirect 

Buddy Boy Brands 

Financial interest in 
promissory notes acquired 
January 2018 and provides 
services since January 2018 

Denver based Buddy Boy operates five 
cannabis grow operations and seven 
retail locations in the greater Denver 
area.  

Type of Relationship: The Company 
has a financial interest through holding 
promissory notes and accrued interest 
recorded as at June 30, 2021 as 
approximately US $32.1 million, net of 
ECL provisions of approximately US 
$32.1 million.  

Jurisdiction: Colorado 

Classification: Indirect   
 
Below is a summary of the licensing and regulatory framework in the markets where, as of June 30, 2021, the Company 
held licenses and/or had direct or indirect involvement with the U.S. cannabis industry followed by outlines of the 
regulatory framework in each of the relevant states. 
 
Nevada 
 
In 2013, the Nevada legislature passed SB374, codified as N.R.S. Chapter 453A, providing for state licensing of medical 
marijuana establishments. On November 8, 2016, Nevada voters passed Ballot Question 2, codified as N.R.S. Chapter 
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453D, allowing for the sale of marijuana for adult use starting on July 1, 2017. Under N.R.S. Chapter 453A, medical 
marijuana establishment registration certificates are available for the following activities: cultivation, production of edible 
and infused products, dispensing, and laboratory testing. Under N.R.S. Chapter 453D, adult-use marijuana 
establishment registration certificates are available for the following activities: cultivation, product manufacturing, 
distribution, retailing, and laboratory testing. All marijuana establishments must apply to the Nevada Department of 
Taxation (“DOT”) for registration. Local jurisdictions are also allowed to establish municipal licensing requirements, in 
which case final DOT licensure is contingent on receipt of all necessary municipal licenses. 
 
The Company is advised by U.S. legal counsel and/or other advisors in connection with Nevada’s cannabis regulatory 
framework. The Company, through its wholly-owned subsidiaries GreenMart of Nevada, LLC, holds one license for the 
cultivation of medical marijuana and one license for the cultivation of recreational marijuana. The Company is in 
compliance with Nevada state law and the related licensing framework. 
 
Colorado 
 
Colorado’s medical cannabis program was introduced in November 2000, when 54% of voters approved “Amendment 
20”. Colorado became the first state in the nation to legalize adult-use cannabis when 55% of voters approved 
“Amendment 64” in November 2012. The first adult-use dispensaries opened in January 2014. The Colorado Marijuana 
Enforcement Division regulates Colorado’s cannabis regulatory program. The market is divided into three main classes 
of licenses: cultivation, processing, and retail. Extracted oils, edibles and flower products are permitted.  
 
The Company is advised by U.S. legal counsel and/or other advisors in connection with Colorado’s cannabis regulatory 
framework. The Company is in compliance with Colorado state law and the related licensing framework.  
 
 
RISK FACTORS 
 
In addition to other risks addressed in this MD&A, and the more extensive discussion regarding risks contained within 
the annual MD&A, this section summarizes factors relating to the business of the Company that should be considered 
by both existing and potential investors. The information in this section is intended to serve as an overview and should 
not be considered comprehensive and the Company may face risks and uncertainties not discussed in this section, or 
not currently known to us, or that we deem to be immaterial. All risks to the Company’s business have the potential to 
influence its operations in a materially adverse manner. The following is a description of important factors that may 
cause our actual results of operations in future periods to differ materially from those currently expected or discussed 
in the forward-looking statements set forth in this report relating to our financial results, operations and business 
prospects. Except as required by law, we undertake no obligation to update any such forward-looking statements to 
reflect events or circumstances after the date of this MD&A. 
 
The Company has announced it is evaluating strategic alternatives available to the Company. There can be no 
assurances that any transaction will result from these matters and the Company will make updates when circumstances 
warrant. In addition, there can be no assurance that the rights of the Company’s senior lender will not be exercised in 
relation to an event of default under the Company’s loan facilities. Also, there can be no assurance that current cash 
and cash equivalents are sufficient to meet the Company’s forecasted expenditures for the foreseeable future. Finally, 
there can be no assurance on the success or the sufficiency of the Company being able to secure additional financing 
in order to meet the Company’s forecast expenditures. Other notable risks include, but are not limited to: 
 
 the Company’s ability to continue as a going concern and to meet its working capital requirements 
 the ability of the Company to satisfy obligations as they become due 
 limited operating history 
 there are factors which may prevent the Company from the realization of growth targets 
 delays in obtaining, or conditions imposed by, regulatory approvals 
 facility design errors 
 environmental pollution; non-performance by third party contractors; increases in materials or labour costs 

construction performance falling below expected levels of output or efficiency 
 breakdown, aging or failure of equipment or processes 
 contractor or operator errors 
 operational inefficiencies 
 labour disputes, disruptions or declines in productivity; inability to attract a sufficient number of qualified workers; 
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disruption in the supply of energy and utilities 
 major incidents and/or catastrophic events such as fires, explosions, storms, pandemics such as COVID-19 or 

physical attacks 
 macroeconomic and other geo-political risks 
 construction risk factors  
 changes in Canadian laws, regulations and guidelines which could adversely affect the Company’s future business, 

financial condition and results of operations 
 risks associated with packaging, labelling and advertising cannabis products  
 the Company may not be able to develop its products, which could prevent it from ever becoming profitable 
 the Company’s operations are subject to environmental regulation in the various jurisdictions in which it operates 
 the Company will incur costs related to employee health and safety regulation 
 the Company faces competition from other companies where it will conduct business that may have higher 

capitalization, more experienced management or may be more mature as a business 
 if the Company is unable to develop and market new products, it may not be able to keep pace with market 

developments 
 if the Company is unable to attract and retain key personnel, it may not be able to compete effectively in the 

cannabis market 
 the size of the Company’s target market is difficult to quantify, and investors will be reliant on their own estimates 

on the accuracy of market data 
 the Company targets, among other segments, the premium adult-use cannabis market, which may not materialize, 

or in which the Company may not be able to develop or maintain a brand that attracts or retains customers 
 the Company’s industry is experiencing rapid growth and consolidation that may cause the Company to lose key 

relationships and intensify competition 
 the rapid growth of the industry may lead to unsuitable alliances 
 the Company continues to sell shares for cash to fund operations, capital expansion, mergers and acquisitions that 

will dilute the current shareholders 
 the Company currently has insurance coverage; however, because the Company operates within the cannabis 

industry, there are additional difficulties and complexities associated with such insurance coverage 
 the cultivation of cannabis includes risks inherent in an agricultural business including the risk of crop loss, sudden 

changes in environmental conditions, equipment failure, product recalls and others 
 wholesale price volatility 
 the cultivation of cannabis involves a reliance on third party transportation which could result in supply delays, 

reliability of delivery and other related risks 
 key personnel, officers and directors may be required to obtain security clearance from Health Canada, and the 

failure of such personnel to obtain such clearances may adversely impact the Company’s operations 
 under the Cannabis Act, an individual with security clearance must be physically present in any space where other 

individuals are conducting activities with cannabis  
 the Company may be subject to product recalls for product defects self-imposed or imposed by regulators 
 the Company may become subject to litigation, including for possible product liability claims, which may have a 

material adverse effect on its reputation, business, prospects, results from operations, and financial condition  
 product liability claims, regulatory action and litigation related to company’s products 
 the Company could be susceptible to unknown defects and impairments 
 the Company is reliant on key inputs, such as water and utilities, and any interruption of these services could have 

a material adverse effect on the Company’s finances and operation results 
 the Company is also dependent on access to skilled labour, equipment and parts 
 the Company could be liable for fraudulent or illegal activity by its employees, contractors and consultants resulting 

in significant financial losses to claims against the Company 
 the Company will be reliant on information technology systems and may be subject to damaging cyber-attacks. 
 the Company may be subject to breaches of security at its facilities 
 the Company’s officers and directors may be engaged in a range of business activities resulting in conflicts of 

interest 
 reputational risk including publicity or consumer perception 
 a portion of the Company’s revenue is derived from related parties  
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 for the three months ended June 30, 2021, $0.02 million (2020 - $0.1 million) of revenue was derived from related 

party transactions, which amounts to approximately 2% (2020 - 7%) of total revenue 

 for the six months ended June 30, 2021, $0.04 million of revenue (2020 - $4.3 million) was derived from related 

party transactions, which amounts to approximately 2% (2020 - 7%) of total revenue 

 negative operating cash flow 
 if we have a material weakness in our internal controls over financial reporting, investors could lose confidence in 

the reliability of our financial statements, which could result in a decrease in the value of our securities 
 vulnerability to rising energy costs 
 difficulties with forecasts 
 intellectual property risks 
 cybersecurity and privacy risk 
 the Company may be unable to expand its operations quickly enough to meet demand or manage its operations 

beyond their current scale  
 joint venture and strategic alliance risks  
 tax and accounting requirements may change in ways that are unforeseen to the Company and it may face difficulty 

or be unable to implement or comply with any such changes  
 taxes and excise duties may impact demand and profit margins  
 volatile market price of the common shares, listed warrants and other securities  
 if the Company fails to meet applicable listing requirements, the CSE may delist the Company’s common shares 

from trading, in which case the liquidity and market price of the common shares could decline  
 if securities or industry analysts do not publish research, or publish inaccurate or unfavorable research, about the 

Company, the price and trading volume of the Company’s common shares could decline  
 it is not anticipated that any dividends will be paid to holders of common shares for the foreseeable future.  

U.S.-specific Regulatory Risk  

The Company engages in the manufacture, possession and sale of cannabis products in the United States. In addition 
to other risk items addressed in this MD&A related to US activities, and the more extension discussion regarding US-
specific regulatory risks contained within the annual MD&A, this section summarizes factors relating to the business of 
the Company as it relates to the United States that should be considered by both existing and potential investors. The 
information in this section is intended to serve as an overview and should not be considered comprehensive and the 
Company may face risks and uncertainties not discussed in this section, or not currently known to us, or that we deem 
to be immaterial. Certain identified U.S.-specific regulatory risks include, but are not limited to: 
 enforcement of the U.S. federal law is a significant risk  
 risk of civil asset forfeiture 
 changes in laws, regulations and guidelines  
 U.S. border officials could deny entry into the U.S. to management, employees and/or investors in companies with 

cannabis operations in the U.S. 
 the company is subject to certain anti-money laundering laws and regulation risks 
 unfavorable tax treatment of cannabis businesses 
 lack of access to U.S. bankruptcy protections 
 restricted access to banking 
 ability to access capital 
 U.S. tax classification of the corporation  
 the Company’s investments in the U.S. may subject the company to heightened scrutiny  

Public Health Crises Including COVID-19  
 
During the three and six months ended June 30, 2021, the international pandemic of the contagious disease called 
COVID-19 had an adverse impact on local economics and the global economy, which could adversely impact the price 
and demand for the Company’s products and services. COVID-19 affected the Company’s ability to continue its 
construction at its facilities, particularly the WILL Facility, and resulted in temporary shortages of staff to the extent its 
workforce is impacted. The Company made active efforts to minimize the impact of COVID-19. Facilities were 
professionally cleaned to support staff’s return to work and mitigate any potential facility outbreak. Additional equipment 
vendors were sourced to address suppliers who became no longer available or had a lack of supplies on hand. A 
potential facility outbreak, if uncontrolled, could have a material adverse effect on our business, financial condition, 
results of operations, and cash flows including lost revenue. The Company’s operations are considered an essential 
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service in all jurisdictions and all facilities are continuing to operate with protocols in place to prevent the spread of the 
virus. The Company is closely monitoring the impact that COVID-19 is having and could have on the business.  
 

INTERNAL CONTROLS OVER FINANCIAL REPORTING 
 
In accordance with National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-
109”), the establishment and maintenance of Disclosure Controls and Procedures (“DCP”) and Internal Control Over 
Financial Reporting (“ICFR”) is the responsibility of management. The DCP and ICFR have been designed by 
management based on the 2013 Internal Control Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (“COSO”) to provide reasonable assurance that the Company’s financial 
reporting is reliable and that its financial statements have been prepared in accordance with IFRS. 

Regardless of how well the DCP and ICFR are designed, internal controls have inherent limitations and can only provide 
reasonable assurance that the controls are meeting the Company’s objectives in providing reliable financial reporting 
information in accordance with IFRS. These inherent limitations include, but are not limited to, human error and 
circumvention of controls and as such, there can be no assurance that the controls will prevent or detect all 
misstatements due to errors or fraud, if any. 

Based on the COSO control framework, the CEO and CFO concluded that the design and operation of DCP and ICFR 
as at June 30, 2021, other than with the scope limitation noted above, were effective and provides reasonable assurance 
that material information relating to the Company is made known to them, information required to be disclosed by the 
Company is reported within the required time periods as specified in such legislation, and that the Company’s financial 
reporting is reliable and its financial statements have been prepared in accordance with IFRS. The CEO and CFO are 
also responsible for disclosing any changes to the Company’s internal controls during the most recent period that have 
materially affected, or are reasonably likely to materially affect, its internal control over financial reporting. There have 
been no changes to the Company’s internal control over financial reporting during the three and six months ended June 
30, 2021 that have materially affected, or are likely to materially affect, the Company’s internal control over financial 
reporting. 

OUTSTANDING SHARE DATA 

As of the date of this MD&A, the Company had the following securities issued and outstanding: 
 

 

Refer to the Company’s unaudited condensed interim consolidated financial statements for a description of these 
securities as at June 30, 2021. 

Common shares 90,140,475      
RSUs 103,650          
Warrants 1,745,200        
Options 6,204,463        
Fully diluted 98,193,788      


