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INTRODUCTION 

This Listing Statement (“Listing Statement”) is furnished by and on behalf of the management of 
Umbral Energy Corp. (the “Company”) in order to qualify for listing the securities of Umbral following a 
change of business under the Policies of the Canadian Securities Exchange (the “CSE” or the 
“Exchange”).  

Documents Incorporated by Reference 

Information has been incorporated by reference in this Listing Statement from documents filed 
with securities commissions or similar authorities in Canada. Copies of the documents incorporated 
herein by reference may be obtained on request without charge from the Chief Executive Officer of 
Umbral at 929 Mainland Street, Vancouver, BC V6B 1S3, and may also be available electronically under 
Umbral’s SEDAR profile at www.sedar.com.  

The following documents of Umbral, filed with the various provincial securities commissions, the CSE or 
similar authorities in Canada, are specifically incorporated into and form an integral part of this Listing 
Statement: 

 the annual audited financial statements of the Company for the years ended October 31, 2016, 
and October 31, 2015. See “Financial Statements” in section 25 hereof; 

 the unaudited interim financial statements of the Company for the nine months ended July 31, 
2017. See “Financial Statements” in section 25 hereof; and 

 the MD&A of the Company for its most recent fiscal year ended October 31, 2016, and its 
interim MD&A for the nine months ended July 31, 2017. See “Management’s Discussion and 
Analysis” in section 6 hereof. 

FORWARD LOOKING STATEMENTS 

This Listing Statement contains information and projections based on current expectations. Certain 
statements herein may constitute "forward-looking" statements which involve known and unknown risks, 
uncertainties and other factors which may cause the actual results, performance or achievements of 
Umbral, or industry results, to be materially different from any future results, performance or 
achievements expressed or implied by such forward-looking statements. When used in this Listing 
Statement, such statements use such words as "will", "may", "could", "intends", "potential", "plans", 
"believes", "expects", "projects", "estimates", "anticipates", "continue", "potential", "predicts" or "should" 
and other similar terminology. These statements reflect expectations regarding future events and 
performance but speak only as of the date of this Listing Statement. Forward-looking statements include, 
among others, statements with respect to planned acquisitions, strategic partnerships or other transactions 
not yet concluded; plans to market, sell and distribute products; market competition; plans to retain and 
recruit personnel; the ability to secure funding; and the ability to obtain regulatory and other approvals are 
all forward-looking information. These statements should not be read as guarantees of future performance 
or results. Such statements involve known and unknown risks, uncertainties and other factors that may 
cause actual results, performance or achievements to be materially different from those implied by such 
statements. 

There can be no assurance that any intended or proposed activity or transaction will occur or that, if any 
such action or transaction is undertaken, it will be completed on terms currently intended by the 
Company. The Company assumes no responsibility to update or revise forward-looking information to 
reflect new events or circumstances unless required by law. 
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Although the Company believes that the expectations and assumptions on which the forward-looking 
statements are based are reasonable, undue reliance should not be placed on the forward-looking 
statements because the Company can give no assurance that they will prove to be correct. Since forward-
looking statements address future events and conditions, by their very nature they involve inherent risks 
and uncertainties. The forward-looking statements herein speak only as of the date hereof. Actual results 
could differ materially from those anticipated due to a number of factors and risks including those 
described under “Risk Factors” in section 17 hereof. 

GENERAL MATTERS 

This Listing Statement includes market and industry data that has been obtained from third party sources, 
including industry publications. The Company believes that this industry data is accurate and that the 
estimates and assumptions are reasonable, but there is no assurance as to the accuracy or completeness of 
this data. Third party sources generally state that the information contained therein has been obtained 
from sources believed to be reliable, but there is no assurance as to the accuracy or completeness of 
included information. Although the data is believed to be reliable, the Company has not independently 
verified any of the data from third party sources referred to in this Listing Statement or ascertained the 
underlying economic assumptions relied upon by such sources. 

GLOSSARY 

The following is a glossary of certain definitions used in this Listing Statement. Terms and abbreviations 
used in this Listing Statement and also appearing in the documents attached as schedules to the Listing 
Statement (including the financial statements) are defined separately if the terms and abbreviations 
defined below are not used therein, except where otherwise indicated. Any capitalized term used but not 
defined in this Listing Statement have the meanings ascribed thereon in the CSE’s policies. Words below 
importing the singular, where the context requires, include the plural and vice versa, and words importing 
any gender include all genders. All dollar amounts herein are in Canadian dollars, unless otherwise stated. 

“2014 Share Exchange Agreement” means the share exchange agreement dated December 9, 2014 
among the Company, 1005477 B.C. Ltd, and Mark Kenneth Brown pursuant to which the Company 
acquired a 50% interest in PhyeinMed.  

“2017 Share Purchase Agreement” means the share purchase agreement dated June 21, 2017 among the 
Company, 1005477 B.C. Ltd., Estek Ventures Corp., and Debra Senger pursuant to which the Company 
acquired an additional 25% interest in PhyeinMed.  

“Affiliate” means a company that is affiliated with another company as described below. A company is 
an Affiliate of another company if (a) one of them is the subsidiary of the other, or (b) each of them is 
controlled by the same person. A company is “controlled” by a person if (a) voting securities of the 
company are held, other than by way of security only, by or for the benefit of that person, and (b) the 
voting securities, if voted, entitle the person to elect a majority of the directors of the company. A person 
beneficially owns securities that are beneficially owned by (a) a company controlled by that person, or (b) 
an Affiliate of that person or an Affiliate of any company controlled by that person. 

“Associate” when used to indicate a relationship with a person or company, means (a) an issuer of which 
the person or company beneficially owns or controls, directly or indirectly, voting securities entitling him 
to more than 10% of the voting rights attached to outstanding securities of the issuer, (b) any partner of 
the person or company, (c) any trust or estate in which the person or company has a substantial beneficial 
interest or in respect of which a person or company serves as trustee or in a similar capacity, (d) in the 
case of a person, a relative of that person, including (i) that person’s spouse or child, or (ii) any relative of 
the person or of his spouse who has the same residence as that person; but (e) where the TSX-V 
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determines that two persons shall, or shall not, be deemed to be associates with respect to a Member firm, 
Member corporation or holding company of a Member corporation, then such determination shall be 
determinative of their relationships in the application of Rule D.1.00 of the TSX-V rule book with respect 
to that Member firm, Member corporation or holding company. 

“ACMPR” means Health Canada’s Access to Cannabis for Medical Purposes Regulations.  

“Allard” means R v Allard (1990), 57 C.C.C. (3d) 397.  

“Board” means the board of directors of the Company. 

“CDSA” means the Controlled Drugs and Substances Act (Canada), as amended. 

“CEO” means an individual who acted as the Company’s chief executive officer, or acted in a similar 
capacity, for any part of the most recently completed financial year. 

“CFO” means an individual who acted as the Company’s chief financial officer, or acted in a similar 
capacity, for any part of the most recently completed financial year. 

“Change of Business” means the change of business of the Company from a junior mining company to a 
medical marijuana issuer.  

“Charter” means Canadian Charter of Rights and Freedoms (Canada), as amended. 

“Common Shares” means the common shares without par value of the Company. 

“CSE” means the Canadian Securities Exchange, operated by CNSX Markets Inc. 

“Falkland Facility” means PhyeinMed’s proposed facility, which is currently not licensed by Health 
Canada, located in Falkland, British Columbia. 

“FDA” means the Food and Drug Act (Canada) as amended.  

“FDR” means the Food and Drug Regulations (Canada), as amended.  

“Finders Warrants” means the Warrants issued to the finders of the purchasers of Units in connection 
with the Unit Financing. 

“IFRS” means International Financial Reporting Standards. 

“Licensed Producer” means the status of being a licensed producer of cannabis for medical purposes 
under the ACMPR; 

“Listing Statement” means this CSE Form 2A Listing Statement dated effective November 24, 2017. 

“MD&A” means management discussion and analysis.  

“MMAR” means the Marihuana Medical Access Regulations.  

“MMPR” means the Marihuana for Medical Purposes Regulations.  

“NCR” means the Narcotic Control Regulations (Canada).  



 
 

 Page 4 
 

LEGAL_28084424.6 

“Options” means stock options of the Company.  

“PhyeinMed” means PhyeinMed Inc. 

“R v Smith” means R v Smith, 2015 SCC 34;  

“Related Person” means an “Insider”, which has the meaning set forth in the Securities Act (British 
Columbia) being: 

(a) a director or senior officer of the company that is an insider or subsidiary of the issuer; 

(b) a director or senior officer of the issuer; 

(c) a person that beneficially owns or controls, directly or indirectly, voting share carrying 
more than 10% of the voting rights attached to all outstanding voting shares of the issuer; 
or 

(d) the issuer itself if it holds any of its own securities. 

“Reporting Issuer” has the meaning ascribed to it in the Securities Act (British Columbia), as amended. 

“RSUs” means restricted share units of the Company. 

“SEDAR” means the System for Electronic Document Analysis and Retrieval available on the Internet at 
http://www.sedar.com. 

“Task Force” means the Task Force on Marijuana Legalization and Regulation (synonymous with the 
Task Force on Cannabis Legalization and Regulation) as appointed by the federal government of Canada. 

“TSX-V” means the TSX Venture Exchange. 

“Units” means the units issued in connection with the Unit Financing, each unit consisting of one 
Common Share and one Warrant entitling the holder to purchase one additional Common Share until 
August 30, 2019 (subject to acceleration in certain circumstances) at a purchase price of $0.10 per 
Common Share. 

“Unit Financing” means the Company’s private placement of units completed on August 30, 2017. 

“U.S.” or “United States” means the United States of America, its territories and possessions, and any 
state of the United States and the District of Columbia. 

“Warrants” means Common Share purchase warrants in the capital of the Company.  

“we”, “us”, “our” “the Company” or “Umbral” means Umbral Energy Corp. 



 

 

 Page 5 
 
LEGAL_28084424.6 

2. CORPORATE STRUCTURE 

2.1 Corporate Name 

Issuer: The full corporate name of the Company is “Umbral Energy Corp.” and the Company is 
proposing to change its name to “Heritage Cannabis Holdings Corp.” upon completion of 
the Change of Business. The head office of the Company is 929 Mainland Street, 
Vancouver, BC V6B 1S3 and the registered office of the Company is care of McMillan 
LLP, Suite 1500, 1055 West Georgia St., Vancouver, BC V6E 4N7. 

2.2 Incorporation 

The Company was incorporated as “Trijet Mining Corp.” on October 25, 2007 under the Business 
Corporations Act (British Columbia), and commenced operations on November 1, 2007. Effective March 
8, 2013, Trijet Mining Corp. consolidated its share capital on a two-old-for-one-new basis and changed its 
name to “Umbral Energy Corp.”  

2.3 Inter-corporate Relationships 

The following diagram sets forth the corporate structure of the Company: 

 

 

 

 

 

 

 

 

 

 

 

2.4 Change of Business 

The Company is proposing a change of business. Before the Change of Business is implemented, the 
Company’s business structure is as follows:  
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Immediately after the Change of Business has been implemented, the Company’s business structure will 
be as follows: 

 

 

 

 

 

 

 

 

 

 

2.5 Incorporation outside Canada 

Umbral Energy, LLC was incorporated under the corporate laws of the State of Nevada, USA. Except as 
noted below, the corporate laws of the State of Nevada do not materially differ from Canadian corporate 
legislation with respect to the corporate governance principles set out in CSE Policy 4 – Corporate 
Governance and Miscellaneous Provisions. 

Although Umbral Energy, LLC is governed by the Nevada Revised Statutes (“NRS”), it is required to 
comply with the provisions of all National Instruments that apply to reporting issuers that are CSE 
issuers. Neither the NRS nor Umbral Energy, LLC’s constating documents have any director 
independence requirements. 

3. GENERAL DEVELOPMENT OF THE BUSINESS 

3.1 General Development of the Business 

The Company was primarily engaged in the acquisition and exploration of mineral properties located in 
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Canada. The Company’s properties included mineral exploration projects in Nevada, Utah, and Quebec. 
To date, the Company has not earned significant revenues, and was considered to be in the exploration 
stage. 

Mineral Projects 

Lithium Projects, Nevada and Utah: 

Pursuant to a property purchase agreement dated April 20, 2016, the Company was granted the right to 
acquire an undivided 100% interest in 26 contiguous mineral claims totaling 4,800 acres located in 
Millard County, Utah known as the Tule Valley Project and a further 89 contiguous mineral claims 
totaling 1,780 acres located in Washoe County, Nevada known as the Gerlach Project. The properties are 
subject to a net smelter return royalty of 2%. The Company has an option to purchase 1% of the 2% net 
smelter return royalty for $1,000,000 at any time. During the period ended April 30, 2017, the Company 
entered into an assignment agreement with Equitorial Exploration Corp. (“Equitorial”), an arm’s length 
party, to assign the Company’s right, title and interest of the Tule Valley and Gerlach Projects. Under the 
terms of the assignment agreement, Equitorial paid $150,000 plus claim staking costs of $44,611 and 
issued to the Company 2,000,000 common shares in the capital of Equitorial upon closing at a deemed 
value of $0.075 per common share (April 7, 2017, the date of closing). The Company recorded a $69,051 
loss on the sale of the property. 

The Letourneur Gold Project, Quebec: 

Pursuant to an option agreement dated April 20, 2010, the Company was granted an option to acquire an 
undivided 75% interest in the Letourneur gold property by making cash payments in the amount of 
$35,000 (paid) to the vendor and by spending $250,000 (incurred) on the property over two years. The 
Company had the right of first refusal to meet any offer on the remaining 25% interest. The original 
agreement consisted of mineral claims covering approximately 658 hectares located in the Abitibi 
greenstone belt in northwestern Quebec. Additional claims contiguous to the property were staked during 
the years ended October 31, 2010, 2011 and 2016. On September 8, 2011, the Company acquired the 
remaining 25% interest in the Letourneur gold project in consideration for granting the vendor a net 
smelter royalty (“NSR”) of 2%. The Company was given the right repurchase up to half (1%) of the NSR 
for $1,000,000. During the year ended October 31, 2014, the Company allowed certain claims to lapse 
and recognized $845,976 for the impairment of its mineral property. As at the date hereof, the Company 
currently holds or optioned a total of 204 hectares. 

The Company is reviewing certain opportunities for the Letourneur gold project, including but not limited 
to a sale of the Company’s interest in the property. 

Non-Resource Projects 

In 2014, the Company began considering other activities to increase shareholder value, including non-
resource projects. Through consultation with management, the Company decided to pursue opportunities 
in the medical marijuana field. 

Through agreements executed in December, 2014 and June, 2017, the Company purchased an aggregate 
total of 75% interest in PhyeinMed Inc. (“PhyeinMed”), an operating company who has applied to Heath 
Canada to legally grow, sell and distribute medical marijuana. See Item 3.2 – Significant Acquisitions and 
Dispositions.  

Once the Change of Business is approved by the regulatory authorities, the Company will become a 
medical marijuana issuer. No definitive decision has been made yet in respect of the Company’s current 
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mineral exploration project.  

3.2 Significant Acquisitions and Dispositions 

On December 9, 2014, the Company entered into the 2014 Share Exchange Agreement for the acquisition 
of all the issued and outstanding shares of 1005477 B.C. Ltd., a holding company which owned 50% of 
the common shares of PhyeinMed, an operating company which has submitted an application to Health 
Canada for a Marihuana for Medical Purposes Regulations license. The consideration paid for the shares 
included 3,000,000 Common Shares with an estimated fair value of $165,000 measured on the date of 
issuance and $129,500 of verifiable expenses reimbursed to 1005477 B.C. Ltd. In addition, the Company 
agreed to assume the obligations of 1005477 B.C. Ltd. under the PhyeinMed Loan Agreement. In 
connection with the transaction, the Company issued 500,000 Common Shares for finders’ fees. 

On June 21, 2017, the Company entered into the 2017 Share Purchase Agreement whereby it acquired an 
additional 25% interest in PhyeinMed from Estek Ventures Corp. (“Estek”). In consideration of the 
additional 25% interest in PhyeinMed, the Company: (i) agreed to pay $120,000 cash, (ii) issued 
7,000,000 Common Shares to Estek, (iii) agreed to issue an additional 4,000,000 Common Shares upon 
final award of ACMPR production license approval, (iv) granted 2,000,000 Options to Debra Senger, 
chief executive officer of PhyeinMed, and (v) granted an aggregate of 4,000,000 RSUs to certain 
members of PhyeinMed’s management team. In addition, the Company agreed to increase its committed 
funding under the PhyeinMed Loan Agreement from $2,000,000 to $5,000,000. 

As of the date hereof, the Company owns 75% of the issued and outstanding common shares of 
PhyeinMed while Estek retains a 25% interest. 

PhyeinMed 

PhyeinMed submitted its application to Health Canada under the MMPR on December 9, 2014. The 
application provides for the possession, sale, delivery, destruction and production of dried marijuana. 
Enhanced screening and many subsequent requests for additional information were completed 
satisfactorily. PhyeinMed was notified by the offices of medical cannabis within Health Canada on 
November 8, 2017 that its ACMPR application has progressed through to the “Detailed Review and 
Initiation of Security Clearance Process” stage (stage 2 of 6) of the application process. All key personnel 
submitted with the application have undergone a rigorous and thorough screening process and been 
approved. 

The proposed growing site for growing medicinal marijuana is a 10,000 sq. ft. building within 13 acres of 
land located in Falkland, British Columbia (the “Falkland Property”). The building upon approval of a 
pre-license inspection from Health Canada will have 10 growing rooms, a drying room, trimming room, 
packaging area and an appropriate and approved security level vault. An existing administration building 
located on the site will also house a reception area, 24/7 on site security offices, meeting rooms and 
offices. The master security plan, architectural drawings, survey certificate and threat assessment report 
were completed for both the buildings, as well as, a complete site security plan for the property perimeter 
was submitted with the application. In February, 2017, the Company initiated the purchase of the 
Falkland Property.  

PhyeinMed intends to initiate an aggressive growth strategy, planning an additional expansion on the 
Falkland Facility. Expansion of the Falkland Facility utilizing 100% of the land use capabilities could 
allow for a total of 420,000 sq. ft. of growing capacity. The expansion plan includes two buildings and 
four phases of construction. The first phase is a building envelope of 130,000 sq ft. The second phase is 
the second level completion of equal square footage bringing the total of the first building to 260,000 sq 
ft. The second building, first floor phase three construction, is 80,000 sq ft. The fourth and final phase 
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construction of the second level completes the 420,000 square foot expansion plans. Once the entire 
project is completed and licensed it has the potential to produce over 110,000 kg of cannabis per year or 
over $500 million annually. 

The current Falkland Facility is a 15,500 sq. ft. warehouse retrofit. With the recent events regarding 
changes allowed within the Health Canada application process the Company is constructing a second 
level of the current warehouse increasing the grow capacity by an additional 5000 sq ft from the original 
application of 10,500 sq. ft. A state-of-the-art retrofit of the existing warehouse utilizing a hybrid 
hydroponic aeroponic grow method will increase annual production to 3700 kg of dry cannabis or over 
$25 million annually. Oil extraction will commence upon issuance of a production/sale license. 

In August, 2017, the Company closed the Unit Financing. The proceeds from the Unit Financing were 
expected to be used, among other things, to pay the balance of the purchase price of the Falkland Property 
and to fund the completion of phase 1 of the build-out prior to an award of a license to cultivate. On 
August 31, 2017, the Company completed the purchase of the Falkland Property. The purchase price of 
the land was $995,000 and the Company paid an additional $23,884 in applicable taxes and selling fees. 
In October, 2017, PhyeinMed began the full build-out of the Falkland Facility and it expects to complete 
the build-out in January, 2018.  

In addition to this first phase of construction, PhyeinMed has chosen to accelerate the second phase of 
expansion on a brand new 14,000 sq ft, two story facility which will be built simultaneously with the 
retrofitting of its current building. These two facilities represent over 37,000 sq ft of the planned 420,000 
sq ft of cannabis production that PhyeinMed is targeting for this 13 acre location. The addition of the 
second phase is expected to increase the initial production of the Falkland Facility to 4,550kg. 

In August, 2017, PhyeinMed signed an agreement with Canopy Growth Corporation (“Canopy”) to 
supply cannabis products via CraftGrow line on Tweed Main Street’s online store. Pending receipt of a 
license to cultivate and sell cannabis products from Health Canada, PhyeinMed stands to substantially 
accelerate its speed to market through joining the CraftGrow program and leveraging their marketing and 
distribution network. Canopy is widely recognized as leading the way in the Canadian cannabis market, 
and has a global reputation for providing top quality products and partnering with other top producers. 
This partnership will allow PhyeinMed to significantly reduce acquisition costs for infrastructure, while 
driving early revenue through Tweed Main Street’s online store.  

3.3 Trends, Commitments, Events or Uncertainties 

Except as disclosed herein, there are no trends, commitments, events or uncertainties known to 
management which could reasonably be expected to have a material effect on the Company’s business, 
the Company’s financial condition or results of operations. In addition, there are significant risks 
associated with the Company’s business, as described in Item 17 – Risk Factors. 

Canadian Regulatory Environment 

Background 

PhyeinMed’s activities related to medical cannabis are regulated by the Controlled Drugs and Substances 
Act (Canada), as amended (the “CDSA”) and its regulations, including the ACMPR, the Narcotic Control 
Regulations (Canada) (the “NCR”), as well as other applicable laws. Cannabis is subject to unique and 
specific regulation in Canada. Cannabis is a controlled substance listed in Schedule II of the CDSA. Sale 
of cannabis as a drug would, as with any substance, be subject to the provisions of the Food and Drug Act 
(Canada) as amended (“FDA”) and to Part C of the Food and Drug Regulations (Canada), as amended 
(“FDR”).  
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Unlike drugs including THC and/or CBD, cannabis itself is not authorized for sale as a drug by Health 
Canada under the FDR. However, Canadian courts have ruled that individuals with a demonstrated need 
for cannabis for medical purposes are entitled to a legal source of cannabis (recognized in R v Smith and 
Allard and in earlier decisions, including R v Parker (Ontario Court of Appeal, (2000), 146 C.C.C. (3d) 
193)). Sale of cannabis by Licensed Producers to clients, other Licensed Producers or other identified 
groups in accordance with the ACMPR is exempt from the application of the FDR by the Cannabis 
Exemption (Food and Drugs Act) Regulations (Canada), as amended, issued pursuant to the FDA. The 
ACMPR includes provisions regulating production, processing, and labelling of cannabis to ensure that 
quality, safety and predictability of effect are available. The provisions of the ACMPR in this respect are 
unique to cannabis and distinct from similar provisions applicable to drugs in the FDR. 

Access to cannabis includes the option for clients to purchase dried marihuana or cannabis oil from 
Licensed Producers, which is delivered to the patients in the mail (the ACMPR do not provide for retail 
sales of cannabis). Access also includes growing by or on behalf of individuals remaining under the 
Marihuana Medical Access Regulations (“MMAR”) through the Allard injunction. Cultivation for 
personal use is also permitted under the ACMPR, with Licensed Producers now being permitted by the 
ACMPR to provide seeds or plants to clients who are approved by Health Canada. The amounts of 
cannabis, seeds and plants that a client may be provided with per month is determined with reference to a 
permitted daily amount of cannabis, normalized to the number of grams of dried marihuana per day, 
specific to the patient. 

Recreational use of cannabis is not currently legal in Canada. On June 30, 2016, the federal government 
of Canada appointed the Task Force. The Task Force has taken consultations, ending August 29, 2016, 
and published its final report on November 30, 2016 on its recommendations titled: Toward the 
Legalization, Regulation and Restriction of Access to Marijuana, which is available online from Health 
Canada. In April 2017, the Government of Canada tabled two bills to for consideration by the legislature 
which are expected to establish the framework for the production, sale, distribution, and possession of 
non-medical access to cannabis in Canada. 

See Item 17 - Risk Factors – Risks Relating to the Medical Cannabis Industry. 

Recent Legislative Changes 

Canadians have been able to access dried marihuana for medical purposes since 1999, when the 
Marihuana Medical Access Program was first established. At that time, individuals were authorized to 
possess dried marihuana and/or produce a limited number of marihuana plants for medical purposes via 
the issuance of an exemption under section 56 of the CDSA. In 2001, the MMAR was established to 
authorize access to marihuana for medical necessity. The MMAR set out a scheme for Canadians to 
access marihuana for medical purposes, if they had the support of a health care practitioner. 

The MMAR evolved over time, mainly in response to a series of court decisions, and at the time of their 
repeal on March 31, 2014, medically authorized persons had three options for access to marihuana for 
medical purposes: (i) producing it themselves (personal production); (ii) designating a producer to 
produce marihuana for them (designated production); or (iii) purchasing it from Health Canada. With 
exponential increases in program participation and in the number of plants being produced, concerns 
about this regime were raised by physicians, municipalities, law enforcement, and other stakeholders. 

The Marihuana for Medical Purposes Regulations (“MMPR”) was met with various concerns from 
stakeholders. As such, on June 7, 2013, the MMPR was implemented by the Government of Canada as a 
comprehensive response to address such concerns. The MMPR created the conditions for a commercial 
industry that produces and distributes quality-controlled dried marihuana to individuals who have the 
support of their health care practitioner. 
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In February 2016, the Federal Court of Canada found the MMPR to be unconstitutional as it did not 
provide Canadians reasonable access (i.e. affordability and availability) to marihuana for medical 
purposes. More specifically, the Federal Court of Canada was of the view that the marihuana for medical 
purposes regime breached section 7 of the Charter by placing limits on access to marihuana for medical 
purposes (e.g. the elimination of personal production and the restriction to purchasing from Licensed 
Producers). 

The declaration of unconstitutionality was suspended for 6 months from the date of the Allard decision 
until August 24, 2016. The federal government of Canada committed to responding within that timeframe 
by promulgating regulations that provide reasonable access to cannabis for medical purposes. In addition, 
in June 2015 the Supreme Court of Canada ruled that restricting medical access to marihuana to its dried 
form is inconsistent with the Charter in the R v Smith decision.  

On August 24, 2016, Health Canada introduced the ACMPR. The ACMPR provide reasonable access by 
enabling individuals who have the support of their health care practitioner to access cannabis for medical 
purposes through three access points: (i) commercial licensed producers; (ii) personal production; and (iii) 
designated production. The ACMPR substantively incorporated the regulatory framework established 
under the former MMPR for access through the commercial industry and the former personal/designated 
production regime under the former MMAR. The ACMPR also allows for the production and possession 
of cannabis in forms other than dried, further to the June 2015 Supreme Court of Canada decision in R v 
Smith, by incorporating into regulation the relevant section 56 CDSA class exemptions issued in response 
to the decision. 

In April 2017, the Government of Canada tabled two bills, An Act respecting cannabis and to amend the 
Controlled Drugs and Substances Act, the Criminal Code and other Acts, and An Act to amend the 
Criminal Code (offences related to conveyances) and to make consequential amendments to other Acts, 
which are expected to establish the framework for the production, sale, distribution, and possession of 
non-medical access to cannabis in Canada. While the retail model for distribution and sale of cannabis 
and cannabis products will be the result of provincial and territorial legislation and regulations, the 
aforementioned legislation outlines four minimum conditions that provinces and territories would need to 
meet, specifically, only cannabis obtained from a federally licensed producer can be sold, selling to a 
person younger than 19 years of age is prohibited, the province/territory would need to develop a system 
of distribution and retail sale, and the retail model would need to be developed with an eye to public 
health and public safety concerns. In addition, the tabled legislation (which has not yet passed and is not 
yet law) proposes to allow for mail order access to both medical uses and non-medical uses of cannabis 
from federally licensed producers. The current licensing regime for medical access is being deemed to be 
a license under the proposed legislation for non-medical access. 

See Item 17 - Risk Factors – Risks Relating to the Medical Cannabis Industry. 

MMPR Licenses Contented Under the ACMPR  

PhyeinMed’s application to become a Licensed Producer under the MMPR was submitted to Health 
Canada in December, 2014. The application is currently in the Detailed Review and Initiation of Security 
Clearance Process stage of the licensing process. On August 24, 2016, the ACMPR replaced the MMPR, 
and any applicants that submitted applications to become a Licensed Producer under the MMPR have 
been continued under the ACMPR. For additional information, see Item 17 - Risk Factors – Risks 
Relating to the Medical Cannabis Industry. If and when licensed, the Falkland Facility's cannabis 
cultivation capacity is estimated to be up to 4,550kg of cannabis per annum, subject to regulatory 
approvals, market demand and other variables. 
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Market 

The Canadian medical marihuana industry was created approximately 4 years ago with the introduction of 
the MMPR in June 2013. As at the date of this Listing Statement, there were a total of 69 Licensed 
Producers. The vast majority of Licensed Producers have business models were designed to supply a 
reasonable portion of Canada's estimated future medical marihuana market. 

On its website, Health Canada indicates that as of June 30, 2017, there were 201,398 individuals licensed, 
under the ACMPR, to possess and consume dried cannabis for medicinal purposes in Canada. It further 
noted that those individuals purchased 5,836 kg of dried marihuana and 5,896 kg of cannabis oil during 
the period of April 1, 2017 to June 30, 2017. In the Regulatory Impact Analysis Statement commissioned 
in connection with the development of the MMPR, Health Canada's analysis used an upper bound (or 
ceiling) of 450,000 Canadians who might become participants in Canada's Marihuana Medical Access 
Program by 2024 as the reference case. 

According to the Health Canada website, the average size of dosage per prescription for licenses granted 
to individual users during the period of April 1, 2017 to June 30, 2017 was 2.3 grams of dried marihuana 
per day and that the average shipment per customer per day during the period of January 1, 2017 to March 
31, 2017 was 0.75 grams. 

Trends 

Legalization and Regulation of Non-Medical Use of Cannabis in Canada 

The federal government of Canada is moving forward on its plan to legalize and regulate cannabis for 
recreational use. Key indications / milestones of progress on legalization include the following: 

 In its December 2015 Speech from the Throne, the Liberal Government of Canada reaffirmed its 
intent to “legalize, regulate, and restrict access to marihuana”. 

 On April 20, 2016, the Canadian federal government announced its intention to introduce, by the 
spring of 2017, legislation to legalize the recreational use of marihuana in Canada. 

 On June 30, 2016, Health Canada announced the creation of a Task Force on marihuana 
legalization and regulation. The Task Force consists of high-level experts in the fields of law 
enforcement, medicine, policy creation and health care administration. The Task Force's 
objectives are to consult with governments, industry, the public and all other relevant 
stakeholders in order to provide advice on the design of a new legislative and regulatory 
framework to the ministers. 

 On August 24, 2016 the MMPR was repealed and the ACMPR came into force. Health Canada 
stated in the August 2016 publication titled Understanding the New Access to Cannabis for 
Medical Purposes Regulations that the ACMPR is designed to provide an immediate solution 
required to address the Federal Court of Canada’s judgment. Moving forward, Health Canada will 
evaluate how a system of medical access to cannabis should function alongside the Government’s 
commitment to legalize, strictly regulate and restrict access to marihuana.  

 On November 30, 2016, the Task Force published its final report titled: A Framework for the 
Legalization and Regulation of Cannabis in Canada. In the final report, the Task Force 
recommended that the federal government of Canada regulate the production of cannabis and its 
derivatives (e.g. edibles and concentrates) at the federal level, drawing on the good production 
practices of the current cannabis for medical purposes system. Also, the Task Force 
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recommended that the wholesale distribution of cannabis be regulated by provinces and territories 
and that retail sales be regulated by the provinces and territories in close collaboration with 
municipalities. Further, the Task Force recommended allowing personal cultivation of cannabis 
for non-medical purposes with the following conditions: (i) a limit of four plants per residence; 
(ii) a maximum height limit of 100 cm on the plants; (iii) a prohibition on dangerous 
manufacturing processes; (iv) reasonable security measures to prevent theft and youth access; and 
(v) oversight and approval by local authorities. 

In April 2017, the Government of Canada tabled two bills, An Act respecting cannabis and to amend the 
Controlled Drugs and Substances Act, the Criminal Code and other Acts, and An Act to amend the 
Criminal Code (offences related to conveyances) and to make consequential amendments to other Acts. 
These bills are expected to establish the framework for the production, sale, distribution, and possession 
of non-medical access to cannabis in Canada. While the retail model for distribution and sale of cannabis 
and cannabis products will be the result of provincial and territorial legislation and regulations, the 
aforementioned legislation outlines four minimum conditions that provinces and territories would need to 
meet, specifically, only cannabis obtained from a federally licensed producer can be sold, selling to a 
person younger than 19 years of age is prohibited, the province/territory would need to develop a system 
of distribution and retail sale, and the retail model would need to be developed with an eye to public 
health and public safety concerns. In addition, the tabled legislation (which has not yet passed and is not 
yet law) proposes to allow for mail order access to both medical uses and non-medical uses of cannabis 
from federally licensed producers. The current licensing regime for medical access is being deemed to be 
a license under the proposed legislation for non-medical access. 

4. NARRATIVE DESCRIPTION OF THE BUSINESS 

4.1 Description of the Business  

General 

After completion of the Change of Business, the Company will operate as a medical marijuana issuer. In 
addition to pursuing the business of PhyeinMed, the Company intends to seek other opportunities in the 
medical marijuana industry. The Company is reviewing certain opportunities for the Letourneur gold 
project, including but not limited to a sale of the Company’s interest in the property. 

Business Objectives 

In the 12 months following the completion of the Change of Business, the Company intends to: 

(1) Complete Phase 1 of the Falkland Facility build out; 

(2) Obtain license to cultivate cannabis; and 

(3) Complete Phase 2 of the Falkland Facility as the Company adds customers. 

Milestones 

The following table outlines how the Company will achieve the objectives enumerated above. 
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Objective Milestone Anticipated Cost Timeline from date of 
Listing Statement 

Phase 1 build out Two grow rooms $800,000 January 31, 2018 

License to cultivate Health Canada award $50,000 February 28, 2018 

Grow additional crops Develop inventory 
model 

$650,000 January 31, 2019 

Other than as described in this Listing Statement, there are no other particular significant events or 
milestones that must occur for the Company’s business objectives to be accomplished. However, there is 
no guarantee that the Company will meet its business objectives or milestones described above within the 
specific time periods, within the estimated costs or at all. The Company may, for sound business reasons, 
reallocate its time or capital resources, or both, differently than as described above. 

Total Funds Available 

As at October 31, 2017 (the most recent month-end prior to the date of this Listing Statement), the 
Company had working capital of $1,553,956. The Company has historically relied upon equity financings 
to satisfy its capital requirements and will continue to depend upon equity capital to finance its activities. 

The consolidated pro forma balance sheet of the Company, which gives effect to the Change of Business 
as if it had been completed on October 31, 2017, is attached hereto as Schedule B. 

Purpose of Funds 

The Company currently has no revenues from its operations; however, the pro forma working capital 
position of the Company as at October 31, 2017, giving effect to the Change of Business as if it had been 
completed on that date, was $1,553,956. The Company intends to use its funds over the next 12 months as 
described in the table below.  

Use of Available Funds Amount, Assuming 
Completion of Change 

of Business 

Construction of two grow rooms $800,000 

Health Canada license $50,000 

Grow additional crops $650,000 

Unallocated working capital $53,956 

Total $1,553,956 

 

There may be circumstances where, for sound business reasons, a reallocation of the net proceeds may be 
necessary. The actual amount that the Company spends in connection with each of the intended uses of 
proceeds may vary significantly from the amounts specified below, and will depend on a number of 
factors, including those referred to under "Risk Factors". However, it is anticipated that the available 



 

 

 Page 15 
 
LEGAL_28084424.6 

funds will be sufficient to satisfy the Company's objectives over the next 12 months. 

Principal Products or Services 

PhyeinMed is a proposed Canadian ACMPR Licensed Producer. The Falkland Facility is at the ACMPR 
Detailed Review and Initiation of Security Clearance Process stage of review. Upon becoming a Licensed 
Producer, PhyeinMed plans to begin the planting of its various strains and ramp to cultivation and 
production for sale of medical cannabis.  

The current Falkland Facility is a 15,500 sq. ft. warehouse retrofit. With the recent events regarding 
changes allowed within the Health Canada application process the Company is constructing a second 
level of the current warehouse increasing the grow capacity by an additional 5000 sq ft from the original 
application of 10,500 sq. ft. A state-of-the-art retrofit of the existing warehouse utilizing a hybrid 
hydroponic aeroponic grow method will increase annual production to 3700 kg of dry cannabis or over 
$25 million annually. Oil extraction will commence upon issuance of a production/sale license. 

In addition to this first phase of construction, PhyeinMed has chosen to accelerate the second phase of 
expansion on a brand new 14,000 sq ft, two story facility which will be built simultaneously with the 
retrofitting of its current building. These two facilities represent over 37,000 sq ft of the planned 420,000 
sq ft of cannabis production that PhyeinMed is targeting for this 13 acre location. The addition of the 
second phase is expected to increase the initial production of the Falkland Facility to 4,550kg. 

In August, 2017, PhyeinMed signed an agreement with Canopy to supply cannabis products via 
CraftGrow line on Tweed Main Street’s online store. 

Production and Sales 

Please refer to Item 4.1 – Principal Products or Services. 

Competitive Conditions 

There is potential that the Company will face intense competition from other companies, some of which 
can be expected to have longer operating histories and more financial resources and production and 
marketing experience than Company.  

Because of the early stage of the industry in which the Company operates, the Company expects to face 
additional competition from new entrants. If the number of users of medical marijuana in Canada 
increases, the demand for products will increase and the Company expects that competition will become 
more intense, as current and future competitors begin to offer an increasing number of diversified 
products and pricing strategies. To remain competitive, the Company will require a continued high level 
of investment in research and development, marketing, sales and client support. The Company may not 
have sufficient resources to maintain research and development, marketing, sales and client support 
efforts on a competitive basis which could materially and adversely affect the business, financial 
condition and results of operations of the Company. 

There are currently 69 ACMPR Licensed Producers in Canada, fifteen (15) of those are in British 
Columbia. If PhyeinMed’s ACMPR application is approval, PhyeinMed would be the only licensed 
producer in Falkland.  

In August, 2017, PhyeinMed signed an agreement with Canopy to supply cannabis products via 
CraftGrow line on Tweed Main Street’s online store. Pending receive a license to cultivate and sell 
cannabis products from Health Canada, PhyeinMed stands to substantially accelerate its speed to market 
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through joining the CraftGrow program and leveraging their marketing and distribution network. Canopy 
is widely recognized as leading the way in the Canadian cannabis market, and has a global reputation for 
providing top quality products and partnering with other top producers. This partnership will allow 
PhyeinMed to significantly reduce acquisition costs for infrastructure, while driving early revenue 
through Tweed Main Street’s online store. 

See Item 17 – Risk Factors – Competition. 

Lending and Investment Policies and Restrictions 

Not applicable to the Company or its subsidiaries.  

Bankruptcy and Receivership 

The Company has not been the subject of any bankruptcy or any receivership or similar proceedings 
against the Company or its subsidiaries or any voluntary bankruptcy, receivership or similar proceedings 
by the Company or its subsidiaries, within the three most recently completed financial years or the current 
financial year. 

Material Restructuring 

The Company has not been subject to any material restructuring transaction within the three most recently 
completed financial years nor is the Company proposing any material restructuring transaction for the 
current financial year. 

Social and Environmental Policies 

The Company operates and adheres to all mining environmental laws that are in place in both Canada and 
the United States. 

4.2 Asset Backed Securities 

The Company does not have any asset backed securities. 

4.3 Companies with Mineral Projects 

The Letourneur Gold Project: 

Pursuant to an option agreement dated April 20, 2010, the Company was granted an option to acquire an 
undivided 75% interest in the Letourneur gold property by making cash payments in the amount of 
$35,000 (paid) to the vendor and by spending $250,000 (incurred) on the property over two years. The 
Company had the right of first refusal to meet any offer on the remaining 25% interest. The original 
agreement consisted of mineral claims covering approximately 658 hectares located in the Abitibi 
greenstone belt in northwestern Quebec. Additional claims contiguous to the property were staked during 
the years ended October 31, 2010, 2011 and 2016. On September 8, 2011, the Company acquired the 
remaining 25% interest in the Letourneur gold project in consideration for granting the vendor a NSR of 
2%. The Company was given the right repurchase up to half (1%) of the NSR for $1,000,000. During the 
year ended October 31, 2014, the Company allowed certain claims to lapse and recognized $845,976 for 
the impairment of its mineral property. As at the date hereof, the Company currently holds or optioned a 
total of 204 hectares. 

The property is located 48 kilometres north east of Rouyn-Noranda making it readily accessible by paved 
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and gravel roads. The Letourneur showing consists of a network of gold-mineralized quartz veins for 
which grab and channel samples, collected from 1997 to 2002, returned values of 1.3 to 39.0 g/t Au. The 
quartz veins are emplaced in a sequence of meta-andesite, felsic lapilli tuff and gabbroic sill commonly 
showing carbonate alteration. The NW-SE-oriented Macamic fault runs through the northern end of the 
property. The structure is also known to host several gold prospects with gold values between 5.1g/t and 
96 g/t. A recent electromagnetic and magnetic survey carried out by the MRNFQ/GSC revealed a slight 
positive magnetic residual anomaly associated with the Letourneur showing whilst several significant EM 
anomalies were highlighted at the southern end of the property. 

The Company is reviewing certain opportunities for the Letourneur gold project, including but not limited 
to a sale of the Company’s interest in the property. 

Information on the Company’s mining property has been reviewed by Michel Boily, PhD, P. Geo, a 
“Qualified Person” as such term is defined by National Instrument 43-101.  

5. SELECTED CONSOLIDATED FINANCIAL INFORMATION 

5.1 Annual Information 

The following table summarizes financial information of the Company for the last three completed 
financial years ended October 31, 2014, 2015 and 2016 and for the subsequent nine month period ended 
July 31, 2017. This financial data has been prepared in accordance with IFRS and is expressed in 
Canadian dollars. This summary financial information should only be read in conjunction with the 
Company’s financial statements and the notes thereto. See Item 25.1 – Financial Statements.  

 

Nine Month 
Period 

Ended July 
31, 2017

Year Ended 
October 31, 

2016 

Year Ended 
October 31, 

2015 

Year Ended 
October 31, 

2014 

Total revenues Nil Nil Nil Nil 

Net Income (Loss)  ($1,440,334) ($1,029,693) ($1,123,476) ($1,869,292) 

Basic and Diluted Loss per Share $0.02 $0.02 $0.02 $0.05 

Total Assets $1,369,524 $764,461 $502,936 $284,468 

Total Long Term Liabilities Nil Nil Nil Nil 

Cash dividends declared per share Nil Nil Nil Nil 

 
5.2 Quarterly Information 

The following tables summarize the financial results for each of the Company’s eight most recently 
completed quarters. This financial data has been prepared in accordance with IFRS and is expressed in 
Canadian dollars.  
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 Q3 Q2 Q1 Q4 
 Jul 31, 2017 Apr 30, 2017 Jan 31, 2017 Oct 31, 2016 
Revenue Nil Nil Nil Nil 
Net (loss) profit for the period ($560,927) ($735,484) ($123,923) ($179,248) 
Basic loss per share(1) $0.01 $0.01 $0.01 $0.00 
 Q3 Q2 Q1 Q4 

 Jul 31, 2016 Apr 30, 2016 Jan 31, 2016 Oct 31, 2015 
Revenue Nil Nil Nil Nil 
Net (loss) profit for the period ($573,301) ($187,069) ($90,075) ($311,697) 
Basic loss per share $0.01 $0.01 $0.00 $0.01 

(1) Loss per share on a diluted basis is not disclosed as it is anti-dilutive due to losses incurred. 

5.3 Dividends 

The Company has not paid dividends or made distributions on its Common Shares during the past three 
fiscal years and through the date of this Listing Statement. The Company has no present intention of 
paying dividends in the near future. It will pay dividends when, as and if declared by the Board. The 
Company expects to pay dividends only out of retained earnings in the event that it does not require its 
retained earnings for operations and reserves. There are no restrictions in the Company’s articles of 
incorporation or bylaws that prevent it from declaring dividends. The Company has no shares with 
preferential dividend and distribution rights authorized or outstanding. 

5.4 Foreign GAAP 

Not applicable to the Company or its subsidiaries.  

6. MANAGEMENT'S DISCUSSION AND ANALYSIS 

(a) Annual MD&A 

The Company’s annual Management’s Discussion and Analysis (“MD&A”) for its most recent fiscal year 
ended October 31, 2016 has been posted and is accessible at www.sedar.com. This 2016 annual MD&A is 
specifically incorporated into and forms an integral part of this Listing Statement. 

(b) Interim MD&A 

Each of the Company’s interim MD&A for the third quarter ended July 31, 2017, the second quarter 
ended April 30, 2017, and the first quarter ended January 31, 2017 has been posted and is accessible at 
www.sedar.com. Each MD&A for the said fiscal periods is specifically incorporated into and forms an 
integral part of this Listing Statement, and should be read in conjunction with the Company’s financial 
statements and the notes thereto for the corresponding time periods. 

7. MARKET FOR SECURITIES 

The Company is a reporting issuer in British Columbia, Alberta and Ontario, and its common shares are 
listed and posted for trading on the CSE under the symbol “UMB”. Once the name change is approved by 
the CSE, the Company’s listing trading symbol will be changed to “CANN” or such other trading symbol 
acceptable to the CSE and the Board. 
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8. CONSOLIDATED CAPITALIZATION 

Effective March 8, 2013, the Company consolidated its share capital on a two-old-for-one-new basis. 
Previously, the Company had 23,573,941 Common Shares issued and outstanding, and following the 
share consolidation, it had approximately 11,786,971 Common Shares issued and outstanding.  

The following table sets forth the share and loan capital of the Company as at October 31, 2016, July 31, 
2017 and the date of this Listing Statement. 

Designation of 
Security 

Amount 
Authorized or to 

be Authorized 

Amount 
Outstanding as of 
October 31, 2016 

Amount 
Outstanding as of 

July 31, 2017 

Amount Outstanding 
as of the date of this 
Listing Statement 

Common Shares Unlimited 63,342,146 79,991,972 136,275,097 
Warrants 54,657,053 11,845,226 9,425,400(1) 49,357,688(2) 

(1) Weighted average exercise price of $0.06 and a weighted average remaining contractual life of 0.823 years.  
(2) This figure consists of 1,115,600 Warrants exercisable at $0.06 until March 19, 2018, 975,989 Warrants exercisable at 

$0.06 until May 16, 2018, 1,337,500 Warrants exercisable at $0.06 until December 20, 2018, 713,085 Warrants 
exercisable at $0.10 until March 19, 2018, 101 Warrants exercisable at $0.10 until May 16, 2018, in addition to 
43,700,000 Warrants issued in connection with the Company’s private placement of Units completed on August 30, 
2017, plus 1,515,413 Finder’s Warrants issued in connection with the private placement. Each Warrant and Finder’s 
Warrant issued in connection with the private placement entitle the holder to purchase one Common Share at a price of 
$0.10 per Common Share until August 30, 2019. 

9. OPTIONS TO PURCHASE SECURITIES 

The Company has a 10% rolling stock option plan (the “Option Plan”) for its directors, employees and 
consultants to acquire Common Shares at a price determined by the fair market value of the shares at the 
date of grant.  

As of the dated of this Listing Statement, the following Options are outstanding: 

Category of Optionee Number of 
Options 

Exercise 
Price 

Market Value on 
Date of Grant 

Expiry Date 

Officers of the Company(1) 800,000 $0.065 $0.065 February 27, 2022 
1,750,000 $0.14 $0.14 November 15, 2022 

Directors of the Company(2) 400,000 $0.08 $0.08 May 30, 2021 
1,200,000 $0.14 $0.14 November 15, 2022 

Officers/Directors of PhyeinMed(3) 2,000,000 $0.10 $0.10 August 16, 2022 
Consultants 3,900,000 $0.14 $0.14 November 15, 2022 

(1) Includes two officers of the Company, one of whom is also a director.  
(2) Includes two additional directors of the Company.  
(3) Includes one officer of PhyeinMed, who is also a director of PhyeinMed.  

See Item 15.1 – Description of Option-based and Share-based Plans. 

10. DESCRIPTION OF THE SECURITIES 

10.1 General 

Common Shares: 

The Company is authorized to issue an unlimited number of Common Shares, without par value. As of 
the date of this Listing Statement, there were 136,275,097 Common Shares issued and outstanding. 
Holders of Common Shares: 
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 have one vote per share on election of each director and other matters submitted to a vote of 
stockholders; 

 do not have cumulative voting rights; 

 have equal rights with all holders of issued and outstanding Common Shares to receive 
dividends from funds legally available therefore, if any, when, as and if declared from time to 
time by the Board; 

 are entitled to share equally with all holders of issued and outstanding Common Shares in all 
of our assets remaining after payment of liabilities, upon liquidation, dissolution or winding 
up of the Company’s affairs.  

10.2-10.4 Debt and Other Securities 

Other than the Common Shares, the Company has no debt securities or other securities. 

10.5 Modification of Terms 

The Company has not modified any of the terms of its securities. 

10.6 Other Attributes 

There are no other attributes of the Company’s securities that would materially limit or qualify the rights 
of any other class of securities.  

10.7 Prior Sales  

The following table summarizes the issuances of Common Shares or securities convertible into Common 
Shares for the 12 month period prior to the date of this Listing Statement. 

Date of Issue Class of Security Number of Securities 
Issued 

Price per 
Security 

Total Issue Price 

August 30, 2017 Units(1) 43,700,000 $0.06 $2,622,000 
August 30, 2017 Finder’s 

Warrants(2) 
1,515,413 N/A N/A 

(1) Each Unit consisted of one Common Share and one Warrant, each whole Warrant entitling the holder to acquire an 
additional Common Share at a price of $0.10 per Common Share until August 30, 2019.  

(2) Each Finder’s Warrant entitles the holder to acquire an additional Common Share at a price of $0.10 per Common 
Share until August 30, 2019. 

10.8 Stock Exchange Price 

Common Shares are listed and posted for trading on the CSE under the symbol “UMB”. The following 
table sets out the price ranges and volume traded or quoted on the CSE for the Common Shares for the 
fiscal quarters commencing April 30, 2016 to the date of this Listing Statement. 
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Month Ended High Low Volume 
November 2, 2017(1) 0.15 0.14 692,665 

Quarter Ended High Low Volume 

October 31, 2017 0.20 0.13 33,333,823 

July 31, 2017 0.13 0.065 56,250,874 

April 30, 2017 0.08 0.06 22,984,536 

January 31, 2017 0.04 0.025 8,304,743 

October 31, 2016 0.055 0.02 25,629,826 

July 31, 2016 0.06 0.04 7,771,047 

April 30, 2016 0.055 0.02 16,251,830 
(1) Trading was halted on November 2, 2017. 

11. ESCROWED SECURITIES 

Pursuant to the 2017 Share Purchase Agreement, Estek agreed to enter into a voluntary escrow agreement 
pursuant to which 7,000,000 Common Shares issued to Estek in partial consideration of the 25% interest 
in PhyeinMed have been escrowed and will be released as follows:  

(i) 10% released upon closing of the 2017 Share Purchase Agreement (the “First Release 
Date”); 

(ii) 15% released on the date that is six months after the First Release Date; 
(iii) 15% released on the date that is twelve months after the First Release Date; 
(iv) 15% released on the date that is eighteen months after the First Release Date; 
(v) 15% released on the date that is twenty-four months after the First Release Date; 
(vi) 15% released on the date that is thirty months after the First Release Date; and 
(vii) the remaining 15% released on the date that is thirty-six months after the First Release 

Date. 

The table below includes the details of escrowed securities that held by Estek: 

Name of 
Securityholder 

Designation of Class 
Held in Escrow 

Number of Securities 
Held in Escrow 

Percentage of Class 

Estek Ventures Corp.(1) Common Shares 7,000,000(2) 5.1% 

(1) Estek Ventures Corp. is a company controlled by Debra Senger, Chief Executive Officer of PhyeinMed.  
(2) Trustee is LM&S Services Inc. 

12. PRINCIPAL SHAREHOLDERS 

To the knowledge of the directors and executive officers of the Company, no persons or corporations 
beneficially owned, directly or indirectly, or exercised control or direction over, any voting securities of 
the Company carrying more than 10% of the voting rights attached to any class of voting securities of the 
Company as at the date of this Listing Statement. 

13. DIRECTORS AND OFFICERS 

13.1 Particulars of Directors and Officers  

The following table sets out the names, municipalities of residence, the number of voting securities 
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beneficially owned, directly or indirectly, or over which each exercises control or direction, and the 
offices held in the Company and the principal occupation of the directors and senior officers during the 
past five years as follows: 
 

Name & Municipality 
of Residence and 

Position(1) 
Principal Occupation and Positions Held 

During the Last Five Years(1) 
Director or 

Officer Since 

Number of 
Shares Owned 
or Controlled(2) 

Percentage of 
Issued and 

Outstanding 
Shares  

Jagdip Bal(3)(7) 
President, CEO & 
Director 
 
Surrey, British 
Columbia 

Self-Employed Businessman, since 
November 2003:  Peace Officer, Province 
of British Columbia – February 2000 to 
November 2003 

December 14, 
2012 

425,000 0.31% 

Kristina Khersonski(4) 
CFO and Corporate 
Secretary 
 
Vancouver, British 
Columbia 

CPA, CGA.  Ms. Khersonski is an 
accountant with 15 years experience 
providing consulting and financial services 
to public companies in various industries 

May 24, 2013 Nil 0% 

Clinton Sharples(5)(7) 
Director (Chairman) 
 
Toronto, Ontario 

Mr. Sharples is a partner in First Growth 
Management, a private equity company 
formed in 2005 and Equival Inc., a 
management company formed in 2011. 

December 14, 
2012 

1,640,000 1.20% 

Bradley T. Culver(6)(7) 
Director 
 
Calgary, Alberta 

Director of New Play Development, Teine 
Energy Ltd. from April 2013 to present; 
Senior Exploration Geophysicist, Birchcliff 
Energy Ltd. from 2010 to 2013. 

March 11, 
2013 

470,000 1.10% 

(1) The information as to the municipality of residence and principal occupation, not being within the knowledge of the 
Company, has been furnished by the respective directors and officers individually. 

(2) The information as to shares beneficially owned or over which a director exercises control or direction, not being 
within the knowledge of the Company, has been furnished by the respective directors and officers individually.  

(3) Mr. Bal holds 425,000 Common Shares directly. Mr. Bal also holds 800,000 Options at an exercise price of $0.065 
expiring February 27, 2022, 1,500,000 Options at an exercise price of $0.14 expiring November 15, 2022, and 425,000 
Warrants at an exercise price of $0.10 expiring August 30, 2019.  

(4) Ms. Khersonski holds a total of 250,000 Options at an exercise price of $0.14 expiring November 15, 2022. 
(5) Mr. Sharples holds 1,240,000 Common Shares directly and 400,000 Common Shares are owned indirectly by Equival 

Inc., a company owned and controlled by Mr. Sharples. Mr. Sharples also holds a total of 1,000,000 Options at an 
exercise price of $0.14 expiring November 15, 2022. Mr. Sharples holds 400,000 Warrants indirectly through Equival 
Inc., at an exercise price of $0.10 expiring August 30, 2019. 

(6) Mr. Carver holds 470,000 Common Shares directly. Mr. Culver also holds 430,000 Warrants at an exercise price of 
$0.10 expiring August 30, 2019, 400,000 Options at an exercise price of $0.08 expiring May 30, 2021 and 200,000 
Options at $0.14 expiring November 15, 2022. 

(7) Member of the Company’s audit committee (the “Audit Committee”). 
 
Each director is elected (i) by the shareholders at the annual meeting of shareholders or (ii) by the Board 
between annual meetings of shareholders, and serves until the next annual meeting of shareholders and 
until his successor is elected and qualified. The Company plans to hold annual meetings within 90 days of 
the end of each fiscal year. The Company’s officers are appointed by the Board. 

At the date of this Listing Statement, the directors, executive officers and promoters of the Company as a 
group hold directly or indirectly 2,535,000 Common Shares, or 1.86% of the issued and outstanding 
Common Shares. 
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13.4 Board Committees 

The Board has no other committees other than the Audit Committee and an Advisory Board.  

Audit Committee 

The Audit Committee will assist the Board in fulfilling its financial oversight responsibilities. The audit 
committee will review and consider in consultation with the auditors the financial reporting process, the 
system of internal control and the audit process.  

The members of the Company’s Audit Committee are Mr. Bal (Chair), Mr. Culver and Mr. Sharples. Mr. 
Culver and Mr. Sharples are independent members of the Audit Committee. Mr. Bal is a non-independent 
member of the Audit Committee due to his being the President and Chief Executive Officer of the 
Company.  

Advisory Board 

The Company established an Advisory Board comprising industry specialists to assist the Company. The 
Advisory Board provides assistance to the Company with regards to the following general areas:  

(i) reviewing and commenting upon business and competitive issues, proposals, plans, 
industry trends, corporate initiatives, strategy, new business development, potential 
acquisitions as may be requested by the Company’s Chief Executive Officer and/or other 
members of the Company’s senior management team from time to time;  

(ii) attend meetings as requested from time-to-time by the Company’s Chief Executive 
Officer and the director appointed to act as Chairman of meetings of the Advisory Board 
(the “Advisory Board Chair”) and/or other members of the Company’s senior 
management team from time to time and to render advice on issues discussed at such 
meetings; and  

(iii) devote appropriate time and attention to the business and affairs of the Company as a 
member of the Advisory Board. 

13.5 Other Occupations 

Other occupations of the current directors and officers of the Company are set out above in section 13.1 
hereof, above. Other than as discussed above, no directors of the Company also serve as directors and/or 
officers of other reporting issuers or reporting issuer equivalents. 

13.6 Cease Trade Orders or Bankruptcies 

Except as noted below, to the knowledge of the Company, no current or proposed director, officer or 
promoter of the Company, or a security holder anticipated to hold sufficient securities of the Company to 
affect materially the control of the Company is, or within 10 years before the date hereof, has been, a 
director or officer of any other company that, while that person was acting in that capacity: 

(a) was the subject of a cease trade or similar order, or an order that denied the other 
company access to any exemptions under Ontario securities law, that was issued at the 
time such person was acting in the capacity as director or officer, for a period of more 
than 30 consecutive days; 

(b) was subject to an event that resulted, after the director or executive officer ceased to be a 
director or executive officer, in the company being the subject of a cease trade or similar 
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order or an order that denied the relevant company access to any exemption under 
securities legislation, for a period of more than 30 consecutive days; 

(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or 
insolvency or was subject to or instituted any proceedings, arrangement or compromise 
with creditors or had a receiver, receiver manager or trustee appointed to hold its assets; 
or 

(d) within a year of that person ceasing to act in that capacity, became bankrupt, made a 
proposal under any legislation relating to bankruptcy or insolvency or was subject to or 
instituted any proceedings, arrangement or compromise with creditors or had a receiver, 
receiver manager or trustee appointed to hold its assets. 

Bradley Culver was a director of Probe Resources Ltd. (“Probe”) (now known as Rooster Energy Ltd.), a 
TSX-V listed company, at the time Probe was issued a cease trade order on January 7, 2011, for failure to 
file its annual financial statements and management’s discussion and analysis for its financial year ended 
August 31, 2010 in the required time. Probe announced by press release dated November 16, 2010 that 
the company’s U.S. subsidiaries filed voluntary Chapter 11 petitions in U.S. Bankruptcy Court for the 
Southern District of Texas in Houston, Texas. Mr. Culver resigned prior to the filing of the Chapter 11 
proceeding in November 2012. Probe emerged from its Chapter 11 bankruptcy filing on April 15, 2011 
and then brought its filings up to date. On February 6, 2012, the cease trade order was lifted. 

Bradley Culver was a director of Lands End Resources Ltd. (“Lands End”), a former Canadian National 
Stock Exchange (now CSE) listed company, at the time Lands End was suspended from trading for 
failure to comply with Exchange requirements on April 5, 2011. On July 6, 2011, Lands End was delisted 
from the Exchange.  

Clinton Sharples was a director of Thermal Energy International Inc. (“Thermal Energy”), a TSX-V 
listed company, at the time the shares of Thermal Energy were halted on July 22, 2009, pending 
clarification of Thermal Energy’s affairs, including certain deficiencies in compliance with the policies of 
the TSX-V. Thermal Energy cooperated with the TSX-V during their review and its shares resumed 
trading on October 15, 2009. 

13.7-13.8 Penalties or Sanctions 

To the knowledge of the Company, no director, officer or promoter of the Company, or a security holder 
anticipated to hold sufficient securities of the Company to affect materially the control of the Company is, 
or within 10 years before the date hereof, has been, a director or officer of any other Issuer that, while that 
person was acting in that capacity, has: 

(a) been subject to any penalties or sanctions imposed by a court relating to Canadian 
securities legislation or by a Canadian securities regulatory authority or has entered into a 
settlement agreement with a Canadian securities regulatory authority; or 

(b) been subject to any other penalties or sanctions imposed by a court or regulatory body 
that would be likely to be considered important to a reasonable investor making an 
investment decision. 

13.9 Personal Bankruptcies 

No director or officer of the Company is, or has, within the 10 years prior to the date hereof, been 
declared bankrupt or made a voluntary assignment in bankruptcy, made a proposal under any legislation 
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relating to bankruptcy or insolvency or been subject to or instituted any proceedings, arrangement or 
compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of 
that individual. 

13.10 Conflicts of Interest 

To the best of the Company’s knowledge, and other than disclosed herein, there are no known existing or 
potential conflicts of interest among the Company, its promoters, directors and officers or other members 
of management of the Company or of any proposed promoter, director, officer or other member of 
management as a result of their outside business interests except that certain of the directors and officers 
serve as directors and officers of other companies, and therefore it is possible that a conflict may arise 
between their duties to the Company and their duties as a director or officer of such other companies. If a 
conflict of interest arises at a meeting of the Board, any director in a conflict will disclose his interest and 
abstain from voting on such matter. 

13.11 Management 

The following is a brief description of the education and business experience during at least the past five 
years of each of the Company’s directors and executive officers.  

Jagdip Bal (age 45), President, Chief Executive Officer and director 

Mr. Bal is President of Infinity Alliance Corp, a private company that invests in growth companies and 
provides consulting services, corporate finance, business development, mergers and acquisitions for 
companies listed in Canada. From November 2006 to November 2008, Mr. Bal was President and CEO of 
Infinity Alliance Ventures Corp. (TSX-V) a capital pool company which later acquired CBM Asia 
Development Corp. (TSX-V) a coal-bed methane company with assets in Indonesia. From December 
2006 to April 2007, Mr. Bal was president and director of Alma Resources (TSX-V), a resource company 
with assets in Mexico.  

Mr. Bal devotes approximately 75% of his time to the Company. He is an independent contractor and has 
not entered into a non-competition or non-disclosure agreement with the Company.  

Kristina Khersonski (age 46), Chief Financial Officer and Corporate Secretary  

Ms. Khersonski, CPA. CGA is an accountant with 15 years experience providing consulting and financial 
services to public companies in various industries.  From 2004 to 2011, Kristina was a part of Pacific 
Opportunity Capital team and provided Client services to publicly traded mineral exploration 
companies in British Columbia. From 2001 to 2004, Kristina served as a Corporate Accountant in 
client services at Dawn Pacific Management Corporation, an accounting and regulatory maintenance 
services firm in British Columbia. 

Ms. Khersonski devotes approximately 5% of her time to the Company. 

Clinton Sharples (age 46), Chairman and director  

Mr. Sharples is a partner in First Growth Management, a private equity company formed in 2005 and 
Equival Inc., a management company formed in 2011. Mr. Sharples’ primary roles for First Growth 
Management and Equival include President & Chief Executive Officer of Modu-Loc Fence Rentals LP, 
as well as Chairman of Strategic Aviation Services and Sky Café. Prior to this, Mr. Sharples was the 
Chief Executive Officer of Paramount Pallet Inc., and President of IFCO Systems Canada Inc. 

Mr. Sharples devotes approximately 15% of his time to the Company. 
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Bradley T. Culver (age 51), director 

Mr. Culver has over 25 years of experience in the oil and gas industry. Mr. Culver is employed by Teine 
Energy Ltd. as Director of New Play Development. Previously, Mr. Culver worked as a Senior 
Exploration Geophysicist with Birchcliff Energy Ltd. for 3 years and with Encana Corporation for 10 
years. Mr. Culver obtained a BSc.(Hons) in Geological Sciences from Queens University in 1988. 

Mr. Culver devotes approximately >1% of his time to the Company. 

14. CAPITALIZATION 

14.1 Issued Capital 

As of October 31, 2017 

Number of Securities % of Issued Capital 

(non-diluted) (fully-diluted) (non-diluted) (fully-
diluted) 

Public Float  

 
   

Total outstanding (A): 
136,275,097 191,632,785 100% 100% 

Held by Related Persons or employees of the Company 
or Related Person of the Company, or by persons or 
companies who beneficially own or control, directly or 
indirectly, more than a 5% voting position in the 
Company (or who would beneficially own or control, 
directly or indirectly, more than a 5% voting position in 
the Company upon exercise or conversion of other 
securities held) (B): 

9,535,000 19,340,000 7.00% 10.09% 

Total Public Float (A) - (B): 126,740,097 172,292,785 93.00% 89.91% 

Freely-Tradable Float     

Number of outstanding securities subject to resale 
restrictions, including restrictions imposed by pooling or 
other arrangements or in a shareholder agreement and 
securities held by control block holders (C): 

6,300,000 6,300,000 4.62% 3.29% 

Total Tradable Float (A) - (C): 129,975,097 185,332,785 95.38% 96.71% 

Public Securityholders (Registered) 

For the purposes of the following table, "public securityholders" are persons other than persons 
enumerated in section (B) of the above Issued Capital table, and only registered holders are listed. 
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Class of Security: Common Shares 

Size of Holding Number of holders  Total number of securities 

1 - 99 securities 0  0 

100 – 499 securities 0  0 

500 – 999 securities 0  0 

1,000 – 1,999 securities 0  0 

2,000 – 2,999 securities 0  0 

3,000 – 3,999 securities 0  0 

4,000 – 4,999 securities 0  0 

5,000 or more securities 99  136,275,097 

Total 99  136,275,097 

Public Securityholders (Beneficial) 

For the purposes of the following table, "public securityholders (beneficial)" include (i) beneficial holders 
holding securities in their own name as registered shareholders; and (ii) beneficial holders holding 
securities through an intermediary; but does not include “non-public securityholders” being those persons 
enumerated in section (B) of the above Issued Capital table. 

Class of Security: Common Shares 

Size of Holding Number of holders  Total number of securities 

1 - 99 securities 3  96 
100 – 499 securities 10  2,596 
500 – 999 securities 15  10,135 
1,000 – 1,999 securities 51  64,285 
2,000 – 2,999 securities 54  123,452 
3,000 – 3,999 securities 22  73,935 
4,000 – 4,999 securities 17  75,316 
5,000 or more securities 815  50,227,071 
Unable to confirm 0  0 

Total 987  50,576,886 

Non-Public Securityholders (Registered) 

For the purposes of this table, “non-public securityholders” are persons enumerated in section (B) of the 
above Issued Capital table. 
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Class of Security: Common Shares 

Size of Holding Number of holders  Total number of securities 

1 - 99 securities 0  0 

100 – 499 securities 0  0 

500 – 999 securities 0  0 

1,000 – 1,999 securities 0  0 

2,000 – 2,999 securities 0  0 

3,000 – 3,999 securities 0  0 

4,000 – 4,999 securities 0  0 

5,000 or more securities 4  9,535,000 

Total 4  9,535,000 

 
14.2 Convertible/Exchangeable Securities 

As at the date of the Listing Statement, there were Warrants, Finder’s Warrants and RSUs issued and 
outstanding, as follows: 

Description of Security Number of 
Convertible/Exchangeable 

Securities Outstanding 

Number of Listed Securities 
Issuable Upon 

Conversion/Exercise 
Exercise 

Price 
Expiry Date Type of 

Security 
$0.06 March 19, 2018 Warrants 1,115,600 1,115,600 
$0.10 March 19, 2018 Warrants 713,085 713,085 
$0.06 May 16, 2018 Warrants 975,989 975,989 
$0.10 May 16, 2018 Warrants 101 101 
$0.06 December 20, 2018 Warrants 1,337,500 1,337,500 
$0.10 August 30, 2019 Warrants 43,700,000 43,700,000 
$0.10 August 30, 2019 Finder’s 

Warrants 
1,515,413 1,515,413 

$0.10 August 18, 2022 RSUs 6,000,000 6,000,000 

 
See also Item 9 – Options to Purchase Securities for details of outstanding Options of the Company.  

14.3 Other Listed Securities 

As of the date of this Listing Statement, there were 65,407,688 Common Shares reserved for issuance. 

15. EXECUTIVE COMPENSATION 

15.1 Form 51-102F6 

Disclosure of compensation paid, payable, awarded, granted, given, or otherwise provided, directly or 
indirectly, by the Company, or a subsidiary of the Company, to each Named Executive Officer and 
director is made in accordance with the requirements of National Instrument 51-102. Disclosure is 
required to be made in relation to each Named Executive Officer, being individuals who served as the 
Company’s Chief Executive Officer, Chief Financial Officer, and each of the three most highly 
compensated executive officers of the Company, including any of its subsidiaries, who at the end of the 
most recently completed financial year whose salary and bonus exceeded $150,000.   

Jagdip Bal, President and Chief Executive Officer and Kristina Khersonski, Chief Financial Officer and 
Corporate Secretary, are each a Named Executive Officer (“NEO”) of the Company for the purposes of 
the following disclosure.  
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Compensation Discussion and Analysis  

The Board is responsible for approving compensation, including long-term incentives in the form of stock 
options, to be granted to the Chief Executive Officer, the Chief Financial Officer and the directors.  

The Company's executive compensation program is comprised of the following components: base salary, 
discretionary annual incentive and long-term incentives. Together, these components support the 
Company's long-term growth strategy and the following objectives: 

 to align executive compensation with shareholders' interests; 

 to attract and retain highly qualified management; and 

 to focus performance by linking incentive compensation to the achievement of business 
objectives and financial results. 

The compensation program is designed to reward for performance. Employees, including senior 
executives, are rewarded for the achievement of annual operating and financial goals, progress in 
executing the Company's long-term growth strategy and delivering strong total shareholder return 
performance.  

The Company reviews industry compensation information and compares its level of overall compensation 
with those of comparable sized resource companies involved in the business of resource exploration and 
business development. 

Generally, the Company targets base salaries at levels approximating those holding similar positions in 
comparably sized companies in the mining and oil and gas industry and hopes to achieve comparable total 
compensation levels through the fixed and variable components. 

The Company's total compensation mix places a significant portion of the executive's compensation at 
risk. The design takes into account individual and corporate performance. Compensation practices, 
including the mix of base salary, short-term incentives and long-term incentives, are regularly assessed to 
ensure they are competitive, take account of the external market trends, and support the Company's long-
term growth strategies. 

Base salary is compensation for discharging job responsibilities and reflects the level of skills and 
capabilities demonstrated by the executive. Annual salary adjustments take into account the market value 
of the role and the executive's demonstration of capability during the year. 

Annual incentives, in the form of cash bonus payments, are designed to add a variable component of 
compensation based on overall corporate performance and the executive's individual performance. 

Compensation Review Process 

The Company does not have a Compensation Committee. 

The Board is responsible for the compensation policies and guidelines for the Company and for 
implementing and overseeing compensation policies. 

The Board reviews on an annual basis the cash compensation, performance and overall compensation 
package of each executive officer, including the Named Executive Officers. The Board makes decisions 
with respect to basic salary and participation in share compensation arrangements for each executive 
officer. In considering executive officers other than the Chief Executive Officer, this Board takes into 
account the recommendation of the Chief Executive Officer. 
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The Company does not have a formal compensation program with set benchmarks, however, the 
Company does have a compensation program which seeks to reward an executive officer's current and 
future expected performance. Individual performance in connection with the achievement of corporate 
milestones and objectives is also reviewed for all executive officers. 

This Board has not proceeded to a formal evaluation of the implications of risks associated with the 
Company’s compensation policies and practices. The Board intends to review the risks at least once 
annually, if any, associated with the Company’s compensation policies and practices at such time. 

Executive compensation is comprised of short-term compensation in the form of a base salary and long-
term ownership through the Company’s stock option plan. This structure ensures that a significant portion 
of executive compensation (stock options) is both long-term and “at risk” and, accordingly, is directly 
linked to the achievement of business results and the creation of long-term shareholder value. As the 
benefits of such compensation, if any, are not realized by officers until a significant period of time has 
passed, the ability of officers to take inappropriate or excessive risks that are beneficial to their 
compensation at the expense of the Company and the shareholders is extremely limited. Furthermore, the 
short-term component of the executive compensation (base salary) represents a relatively small part of the 
total compensation. As a result, it is unlikely that an officer would take inappropriate or excessive risks at 
the expense of the Company or the shareholders that would be beneficial to their short-term compensation 
when their long-term compensation might be put at risk from their actions.  

Due to the small size of the Company and the current level of the Company’s activity, the Board is able to 
closely monitor and consider any risks which may be associated with the Company’s compensation 
policies and practices. Risks, if any, may be identified and mitigated through regular meetings of the 
Board during which financial and other information of the Company are reviewed. No risks have been 
identified arising from the Company’s compensation policies and practices that are reasonably likely to 
have a material adverse effect on the Company. 

Executive compensation is based upon the need to provide a compensation package that will allow the 
Company to attract and retain qualified and experienced executives, balanced with a pay-for-performance 
philosophy. Executive compensation is designed to reward activities and achievements that are aligned 
with the long-term interests of the Company’s shareholders. 

The Board also assumes responsibility for reviewing and monitoring the long-range compensation 
strategy for the Company’s senior management. The Board reviews the compensation of senior 
management on an annual basis taking into account compensation paid by other issuers of similar size and 
activity. 

At this time NEOs and directors are not allowed to hedge risk of the Company’s securities. 

Elements of the Compensation Program  

The Company’s compensation program consists of the following elements: 

(a) Base salary or consulting fees; 

(b) Bonus payments; and 

(c) Equity participation through the Company’s stock option plan. 

Base Salary of Consulting Fees 

Base salary ranges for executive officers were initially determined upon a review of companies within the 
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mining and oil and gas industry, which were of the same size as the Company, at the same stage of 
development as the Company and considered comparable to the Company. 

In determining the base salary of an executive officer, the board of directors considers the following 
factors: 

(a) the particular responsibilities related to the position; 

(b) salaries paid by other companies in the mining and oil and gas industry which were similar in size 
as the Company; 

(c) the experience level of the executive officer; 

(d) the amount of time and commitment which the executive officer devotes to the Company; and 

(e) the executive officer’s overall performance and performance in relation to the achievement of 
corporate milestones and objectives. 

Bonus Payments 

Each of the executive officers, as well as all employees, is eligible for an annual bonus, payable in cash or 
through stock-based compensation. The amount paid is based on the Board’s assessment of the 
Company’s performance for the year. Factors considered in determining bonus amounts include 
individual performance, financial criteria (such as cash flow and share price performance) and operational 
criteria (such as significant mineral property acquisitions, resource growth and the attainment of corporate 
milestones). 

The Company did not award any bonuses for the three financial years financial year ended October 31, 
2017, October 31, 2016 and October 31, 2015. 

Equity Participation 

Equity participation is accomplished through the Company's stock option plan. The Company believes 
that encouraging its executives and employees to become shareholders is the best way of aligning their 
interests with those of its shareholders. Equity participation is accomplished through the Company’s stock 
option plan. Options are granted to executives and employees taking into account a number of factors, 
including the amount and term of options previously granted, base salary and bonuses and competitive 
factors. The amounts and terms of options granted are determined by the compensation committee based 
on recommendations put forward by the CEO. Due to the Company’s limited financial resources, the 
Company emphasizes the provisions of option grants to maintain executive motivation. 

Option-based Awards 

The Board is responsible for administering compensation policies related to the Company’s executive 
management, including with respect to option-based awards. 

The Company has in place, a 10% rolling stock option plan pursuant to which the Board can grant 
Options to directors, officers, employees, management and others who provide services to the Company. 
The stock option plan provides compensation to participants and an additional incentive to work toward 
long-term Company performance. 

The stock option plan was implemented to grant Options in consideration of the level of responsibility as 
well as optionee impact and/or contribution to the longer-term operating performance of the Company. In 
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determining the number of Options to be granted, the Board takes into account the number of Options, if 
any, previously granted, and the exercise price of any outstanding Options to ensure that such grants are 
in accordance with the policies of the CSE, and closely align the interests of the executive officers with 
the interests of the Company’s shareholders. 

The Board has not proceeded with a formal evaluation of the implications of the risks associated with the 
Company’s compensation policies and practices. Risk management is a consideration of the Board when 
implementing its compensation program, and the Board does not believe that the Company’s 
compensation program results in unnecessary or inappropriate risk taking including risks that are likely to 
have a material adverse effect on the Company. 

The Company has not established a policy on whether or not an NEO or director is permitted to purchase 
financial instruments, including for greater certainty, prepaid variable forward contracts, equity swaps, 
collars or units of exchange funds that are designed to hedge or offset a decrease in market value of equity 
securities granted as compensation or held, directly or indirectly, by the NEO or director. During the 
financial year ended October 31, 2017, the Company did not use any financial hedges. 

Executive Compensation-Related Fees 

During the financial year ended October 31, 2017: 

 The Company incurred $115,890 for management fees to Infinity Alliance Corp., of which 
Jagdip Bal is a director in common. 

 The Company incurred $3,410 for technical consulting fees to director, Clinton Sharples. 

 The Company incurred $46,500 for consulting fees to Equival Inc., of which Clinton Sharples is 
a director in common. 

Management compensation transactions for the periods ended October 31, 2017 and 2016 are summarized 
as follows: 

 2017 2016 

Short-term employee 
benefits 

$165,800 $95,483 

Share-based payments $226,004 $336,900 

During the financial year ended October 31, 2016: 

 The Company incurred $91,333 for management fees to Infinity Alliance Corp. of which Jagdip 
Bal is a director in common. 

 The Company incurred $4,150 for technical consulting fees to director, Clinton Sharples. 

 The Company owed Infinity Alliance Corp. of which Jag Bal is a director in common as to 
$2,257, and through its wholly owned subsidiary 1005477 BC Ltd., owed Clinton Sharples 
$100,021. 

Management compensation transactions for the periods ended October 31, 2016 and 2015 are summarized 
as follows: 
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 2016 2015 

Short-term employee 
benefits 

$95,483 $60,000 

Share-based payments $336,900 $220,888 

Summary Compensation Table  

The compensation for those NEOs, directly or indirectly, for the Company’s three most recently 
completed financial years is as follows:  

Name and Principal 
Position Year 

Salary 

($) 

Share-
based 

awards

($) 

Option-
based 

awards 

($) 

Non-equity incentive 
plan compensation 

($) 

Pension 
Value 

($) 

All other 
compensation 

($) 

Total 
compensation 

($) 

Annual 
incentive 

plans 

Long-
term 

incentive 
plans 

Jagdip Bal(1)  

President and CEO 

2017 

2016 

2015 

115,890 

91,333 

60,000 

Nil 

Nil 

Nil 

149,963 

139,287 

99,747 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

265,853 

230,620 

159,747 

Kristina Khersonski(2) 

CFO and Corporate 
Secretary 

2017 

2016 

2015 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

34,564 

39,232 

21,393 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

34,564 

39,232 

21,393 

(1) Mr. Bal was appointed President and Chief Executive Officer of the Company on December 14, 2012. 

(2) Ms. Khersonski was appointed Chief Financial Officer and Corporate Secretary of the Company on May 24, 2013. 

Incentive Plan Awards  

Outstanding Share-based Awards and Option-based Awards 

The following table sets out all NEO option-based awards and share-based awards outstanding to an NEO 
during financial year ended October 31, 2017. The Company did not grant any share-based awards during 
financial year ended October 31, 2017. 
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 Option-based Awards Share-based Awards 

Name 

Number of 
securities 

underlying 
unexercised 

options 
(#) 

Option 
exercise 

price 

($) 

Option 
expiration 

date 

Value of 
unexercised 

in-the-
money 
options 

($) 

Number of 
shares or 
units of 

shares that 
have not 
vested 

(#) 

Market or 
payout 
value of 

share-based 
awards that 

have not 
vested 

($) 

Market or 
payout 
value of 
vested 

share-based 
awards not 
paid out or 
distributed

($) 

Jagdip Bal 
President and CEO 

800,000 0.065 Feb 27, 2022 80,000 Nil Nil Nil 

Kristina Khersonski 
CFO and Corporate 
Secretary 

Nil Nil Nil Nil Nil Nil Nil 

Note: The closing price of the Common Shares at October 31, 2017 was $0.145. 

Incentive Plan Awards – Value Vested or earned during the year 

NEO information during financial year ended October 31, 2017: 

Named Executive Officer Option-based awards – Value vested during the year 
($) 

Jagdip Bal, President and CEO 149,963 

Kristina Khersonksi, CFO and 
Corporate Secretary 

34,564 

Description of Option-based and Share-based Plans 

Option Plan 

Effective on October 20, 2014, the Company commenced trading on the CSE. With the move from the 
TSX-V to the CSE, management adopted a new 10% rolling stock plan. The Option Plan is 
substantially similar to the Company’s former TSX-V form of stock option plan, except that it does 
not contain references to the TSX-V or its policies. 

The purpose of the Option Plan is to provide the Company with a share related mechanism to enable the 
Company to attract, retain and motivate qualified directors, officers, employees and other service 
providers, to reward directors, officers, employees and other service providers for their contribution 
toward the long term goals of the Company and to enable and encourage such individuals to acquire 
shares of the Company as long term investments. 

The following information is intended to be a brief description of the Option Plan and is qualified in its 
entirety by the full text of the Option Plan: 

 the Option Plan provides that up to 10% of the issued and outstanding common shares from 
time to time may be reserved for issue, less any common shares reserved for issuance under 
any other share compensation arrangement. The options are non-assignable and may be granted 
for a term not exceeding ten years. 

 the exercise price shall not be lower than the greater of the closing market price of the common 
shares on (a) the trading day prior to the date of grant of the stock options; and (b) the date of 
grant of the stock options. 
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 the terms of an option may not be amended once issued. If an option is cancelled prior to its 
expiry date, the Company shall not grant new options to the same person until 30 days have 
elapsed from the date of cancellation. 

 the maximum number of options which may be granted to any one option holder under the 
Stock Option Plan within any 12 month period shall be 5% of the outstanding issue on the date 
of grant (unless the Company has obtained disinterested shareholder approval, if required by 
Regulatory Rules); 

 if required by Regulatory Rules, disinterested shareholder approval is required to the grant to 
Insiders, within a 12 month period, of a number of options which, when added to the number 
of outstanding incentive stock options granted to Insiders within the previous 12 months, exceed 
10% of the issued shares; 

 the maximum number of options which may be granted to any one consultant within any 12 
month period must not exceed 2% of the outstanding Issue; and 

 the maximum number of options which may be granted within any 12 month period to 
employees or consultants engaged in investor relations activities must not exceed 2% of the 
outstanding Issue and such options must vest in stages over 12 months with no more than 25% of 
the options vesting in any three month period. 

RSU Plan 

Effective August 4, 2017, the Company established a restricted share unit plan (the “RSU Plan”), the 
purpose of which was to allow for certain discretionary bonuses and similar awards as an incentive and 
reward for selected directors, officers, employees and consultants (collectively, “Eligible Persons”) 
related to the achievement of long-term financial and strategic objectives of the Company and the 
resulting increases in shareholder value. The RSU Plan is intended to promote a greater alignment of 
interests between the shareholders of the Company and the selected Eligible Persons by providing an 
opportunity to participate in increases in the value of the Company. 

Each RSU issued under the RSU Plan represents the right for the holder to elect to be issued on Common 
Share or redeem the RSU for cash settlement.  

The following information is intended to be a brief description of the RSU Plan and is qualified in its 
entirety by the full text of the RSU Plan: 

 the RSU Plan provides that, subject to adjustment by the Board, an aggregate of 6,000,000 
Common Shares are available for issuance under the RSU Plan. 

 Any Common Share subject to an RSU which has been cancelled without being paid out shall be 
available again under the RSU Plan. 

 the maximum number of Common Shares which may be reserved for issuance to Insiders (as a 
group) under the RSU Plan, together with any other share compensation arrangement, may not 
exceed 10% of the issued Common Shares (unless the Company has obtained disinterested 
shareholder approval, if required by Regulatory Rules). 

 the maximum number of RSUs that may be granted to Insiders (as a group) under the RSU Plan, 
together with any other share compensation arrangement, within a 12-month period, may not 
exceed 10% of the issued Common Shares calculated on the grant date (unless the Company has 
obtained disinterested shareholder approval, if required by Regulatory Rules). 

 the maximum number of RSUs that may be granted to any one Eligible Person under the RSU 
Plan, together with any other share compensation arrangement, within a 12-month period, may 
not exceed 5% of the issued Common Shares calculated on the grant date (unless the Company 
has obtained disinterested shareholder approval, if required by Regulatory Rules). 
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Pension Plan Benefits  

The Company does not have a pension plan that provides for payments or benefits to the NEOs at, 
following, or in connection with retirement. 

Termination and Change of Control Benefits  

Other than as set out in this Information Circular, there are no compensatory plans or arrangements, with 
respect to any of the NEOs resulting from the resignation, retirement or any other termination of 
employment of the officer’s employment or from a change of the NEOs responsibilities following a 
change of control. 

Director Compensation  

Other than set out in this Listing Statement, no director receives monthly compensation and no director 
receives compensation for attending Board meetings or committee meetings. 

Outstanding Option-Based Awards and Share-based Awards  

The following table sets forth all awards outstanding to a director who was not an NEO during financial 
year ended October 31, 2017. The Company did not grant any share-based awards during financial year 
ended October 31, 2017. 

 Option-based Awards Share-based Awards 

Name 

Number of 
securities 

underlying 
unexercised 

options 
(#) 

Option 
exercise 

price 

($) 

Option 
expiration 

date 

Value of 
unexercised 

in-the-
money 
options 

($) 

Number of 
shares or 
units of 

shares that 
have not 
vested 

(#) 

Market or 
payout 
value of 

share-based 
awards that 

have not 
vested 

($) 

Market or 
payout 
value of 
vested 

share-based 
awards not 
paid out or 
distributed

($) 

Clinton Sharples 
Chairman 

Nil Nil Nil Nil Nil Nil Nil 

Bradley T. Culver 400,000 0.08 May 30, 
2021 

26,000 Nil Nil Nil 

Note: The closing price of the Common Shares at October 31, 2017 was $0.145. 

There are no arrangements under which directors were compensated by the Company and its subsidiaries 
during financial year ended October 31, 2017 for their services in their capacity as directors or 
consultants, other than the granting of options to purchase Common Shares. 

Incentive Plan Awards – Value Vested or Earned During the Year 

Director information during financial year ended October 31, 2017 (excluding directors who are already 
set out in the disclosure above for a NEO of the Company): 

Named Executive Officer Option-based awards – Value vested during the year 
($) 

Clinton Sharples, Chairman 41,477 

Bradley T. Culver Nil 
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Proposed Compensation 

It is anticipated that during the year ended October 31, 2018 the following compensation will be paid to 
executive officers: 

Officers of PhyeinMed: 

 Debra Senger – CEO - $10,000 per month 

 Fraser Campbell – CFO - $5,000 per month 

Officers of Umbral: 

 Jagdip Bal – CEO - $10,000 per month 

 Clint Sharples – Chairman - $7,500 per quarter 

16. INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

16.1 Aggregate Indebtedness 

No director, executive officer or senior officer of the Company or any associate of any of them, was 
indebted to the Company as at the financial year ended October 31, 2017, or is currently indebted to the 
Company as of the date of this Listing Statement. 

16.2 Indebtedness under Securities Purchase and Other Programs 

Not applicable. 

17. RISK FACTORS 

17.1 Risk Factors 

The following are certain factors relating to the Company’s business which prospective investors should 
carefully consider before deciding whether to purchase Common Shares in the Company’s authorized 
capital. The following information is a summary only of certain risk factors and is qualified in its entirety 
by reference to, and must be read in conjunction with, the detailed information appearing elsewhere in 
this Listing Statement. These risks and uncertainties are not the only ones the Company is facing. 
Additional risk and uncertainties not presently known to us, or that we currently deem immaterial, may 
also impair our operations. If any such risks actually occur, the business, financial condition, liquidity and 
results of our operations could be materially adversely affected. 

Market Reaction 

The market reaction to the Change of Business and the future trading prices of the Common Shares 
cannot be predicted. If the Change of Business is not consummated, the market price of Common Shares 
may decline to the extent that the current market price of Common Shares reflects a market assumption 
that the Change of Business will be completed. 
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Costs of the Change of Business 

Certain costs related to the Change of Business, such as legal and accounting fees incurred by the 
Company, must be paid by the Company even if the Change of Business is not completed. 

Additional Financing 

From time to time, the Company may require additional financing. The Company’s ability to obtain 
additional financing, if and when required, will depend on investor demand, operating performance, the 
condition of the capital markets and other factors. If the Company raises additional funds through the 
issuance of equity, equity-linked or debt securities, those securities may have rights, preferences, or 
privileges senior to the rights of holders of Common Shares, and existing holders of such shares may 
experience dilution. 

Facility is not Licensed under the ACMPR 

PhyeinMed’s ability to cultivate, store and sell medical cannabis in Canada is dependent on a license (the 
“License”), granted by Health Canada to PhyeinMed designating it as a "Licensed Producer" as such term 
is defined in the ACMPR. PhyeinMed has applied to Health Canada to become a Licensed Producer 
under ACMPR for the Falkland Facility. PhyeinMed has not yet received a license for the Falkland 
Facility. However, PhyeinMed is currently in the Detailed Review and Initiation of Security Clearance 
Process stage of the licensing process. PhyeinMed’s ability to cultivate, store and sell medical cannabis at 
the Falkland Facility is dependent on obtaining a license from Health Canada and there can be no 
assurance that PhyeinMed will obtain such a license for the Falkland Facility. 

Reliance on Licenses 

Failure to comply with the requirements of the License, once obtained by PhyeinMed, or any failure to 
maintain the License would have a material adverse impact on the business, financial condition and 
operating results of PhyeinMed. Although PhyeinMed believes it will meet the requirements of the 
ACMPR to obtain the License, there can be no guarantee that Health Canada will grant the License. 
Should Health Canada not grant the License or should it grant the License on different terms, the 
business, financial condition and results of the operation of PhyeinMed would be materially and adversely 
affected. 

Reliance on the Facility 

To date, PhyeinMed’s activities and resources have been primarily focused on its proposed unlicensed 
facility located in Falkland, British Columbia (the “Falkland Facility”). Adverse changes or 
developments affecting this facility may have a material and adverse effect on PhyeinMed’s ability to 
produce medical cannabis, business, financial condition and prospects.  

Volatile Market Price for Common Shares 

The market price for Common Shares may be volatile and subject to wide fluctuations in response to 
numerous factors, many of which are beyond the Company’s control, including the following: 

 actual or anticipated fluctuations in the Company’s quarterly results of operations; 

 recommendations by securities research analysts; 
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 changes in the economic performance or market valuations of companies in the industry in which 
the Company operates; 

 addition or departure of the Company’s executive officers and other key personnel; 

 release or expiration of transfer restrictions on outstanding Common Shares; 

 sales or perceived sales of additional Common Shares; 

 operating and financial performance that vary from the expectations of management, securities 
analysts and investors; 

 regulatory changes affecting the Company’s industry generally and its business and operations; 

 announcements of developments and other material events by the Company or its competitors; 

 fluctuations to the costs of vital production materials and services; 

 changes in global financial markets and global economies and general market conditions, such as 
interest rates and pharmaceutical product price volatility; 

 significant acquisitions or business combinations, strategic partnerships, joint ventures or capital 
commitments by or involving the Company or its competitors; 

 operating and share price performance of other companies that investors deem comparable to the 
Company or from a lack of market comparable companies; and 

 news reports relating to trends, concerns, technological or competitive developments, regulatory 
changes and other related issues in the Company’s industry or target markets. 

Financial markets have recently experienced significant price and volume fluctuations that have 
particularly affected the market prices of equity securities of companies and that have often been 
unrelated to the operating performance, underlying asset values or prospects of such companies. Such 
volatility has been particularly evident with regards to the share prices of medical cannabis companies 
that are public issuers in Canada. Accordingly, the market price of Common Shares may decline even if 
the Company’s operating results, underlying asset values or prospects have not changed. Additionally, 
these factors, as well as other related factors, may cause decreases in asset values that are lasting and not 
temporary, which may result in impairment losses. There can be no assurance that continuing fluctuations 
in share price and volume will not occur. If such increased levels of volatility and market turmoil 
continue, the Company’s operations could be adversely impacted and the trading price of Common 
Shares may be materially adversely affected. 

Licensing Requirements Under the ACMPR  

The market for cannabis (including medical marihuana) in Canada is regulated by the CDSA, the 
ACMPR, the NCR, and other applicable law. Health Canada is the primary regulator of the industry as a 
whole. The ACMPR aims to treat cannabis like any other narcotic used for medical purposes by creating 
conditions for a new commercial industry that is responsible for its production and distribution. 
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Any applicant seeking to become a Licensed Producer under the ACMPR is subject to stringent Health 
Canada licensing requirements. The below table provides a general overview of the licensing process as 
described by Health Canada.  

Stage Overview 

1 Intake and Initial Screening: When an application is received, it undergoes a preliminary 
screening for completeness. If an application is not complete, it will be returned. If an 
application is complete, it will be assigned an application number. The assignment of an 
application number means that the application has completed the preliminary screening. 

2 

PhyeinMed 
application 
is in this 
stage 

Detailed Review and Initiation of Security Clearance Process: Once an application has 
been assigned an application number, it will be reviewed to (i) complete the assessment of 
the application to ensure that it meets the requirements of the Regulations of the ACMPR; 
(ii) establish that the issuance of the license is not likely to create risks to public health, 
safety or security, including the risk of cannabis being diverted to an illicit market or use; 
and (iii) establish that there are no other grounds for refusing the application. It is the 
responsibility of the applicant to ensure that they are in compliance with all applicable 
provincial, territorial and municipal legislation, regulations and bylaws, including zoning 
restrictions. 

An application will be thoroughly reviewed to ensure that the level of detail included in the 
application is sufficient to meet the requirement of the ACMPR and to validate the 
information provided. Given the extensive review process, applicants are generally 
required to communicate with the Office of Medical Cannabis multiple times to provide 
clarifications with respect to the application. Physical security plans will be reviewed and 
assessed in detail at this stage. 

When an application is in the Detailed Review stage, the security clearance forms for key 
personnel will be sent for processing. The time required to conduct mandatory security 
checks varies with each application. Security clearances generally take several months at a 
minimum. Health Canada and the Royal Canadian Mounted Police are not able to provide 
updates on the status of security checks. Applications will only advance to the review stage 
once security clearances for all key personnel are completed. Please note that until such a 
time as Health Canada receives the results of the security checks, there will be no further 
communication from Health Canada. 

3 Issuance of License to Produce: Once Health Canada confirms that the requirements of 
the ACMPR have been met, and the application successfully completes the Detailed 
Review and Security Clearance stage, a license to produce will be issued. 

4 Introductory Inspection (as cultivation begins): A Licensed Producer is required to 
notify Health Canada as cultivation begins, and once notified, Health Canada will schedule 
an initial inspection to verify that the Licensed Producer is meeting the requirement of the 
ACMPR, including but not limited to, the physical security requirement of the site, record 
keeping practices and Good Production Practices (GPP) and to confirm that the activities 
being conducted by the Licensed Producer correspond to those indicated on their license. 

5 Pre-Sales Inspection (prior to issuance of sales license): If a Licensed Producer would 
like to add the activity of sale to their existing license, an amendment application must be 
submitted to the Office of Medical Cannabis, upon which Health Canada will schedule an 
additional inspection to verify that the Licensed Producer is meeting the requirement of the 
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Stage Overview 

ACMPR, including but not limited to, GPP, packaging, labeling, shipping and record 
keeping prior to allowing the sale or provision of the product. 

6 Issuance of License to Sell: To complete the assessment and add the activity of sale of 
cannabis products to an existing license, the following information is reviewed: (i) results 
of the pre-sale inspection; (ii) information submitted in the amendment application to add 
the activity of sale to the license; and (iii) any other relevant information. When the review 
is completed, an amended license, including the activity of sale, is issued to the Licensed 
Producer subject to which the Licensed Producer may supply cannabis products to 
registered clients, other Licensed Producers and/or other permitted parties named under the 
ACMPR. Separate licenses may be issued for dried marijuana, plants and/or cannabis oil. 

Holding Company Status 

The Company is, at least initially upon completion of the Change of Business, a holding company and 
essentially all of its operating assets are the capital stock of its subsidiaries. As a result, investors in the 
Company are subject to the risks attributable to its subsidiaries. As a holding company, the Company 
conducts substantially all of its business through its subsidiaries, which generate substantially all of its 
revenues. Consequently, the Company’s cash flows and ability to complete current or desirable future 
enhancement opportunities are dependent on the earnings of its subsidiaries and the distribution of those 
earnings to the Company. The ability of these entities to pay dividends and other distributions will depend 
on their operating results and will be subject to applicable laws and regulations which require that 
solvency and capital standards be maintained by such companies and contractual restrictions contained in 
the instruments governing their debt. In the event of a bankruptcy, liquidation or reorganization of any of 
the Company’s subsidiaries, holders of indebtedness and trade creditors will generally be entitled to 
payment of their claims from the assets of those subsidiaries before any assets are made available for 
distribution to the Company. 

Limited Operating History 

PhyeinMed anticipates entering the medical cannabis business. PhyeinMed’s application to become a 
Licensed Producer under the MMPR was submitted to Health Canada on December 9, 2014. PhyeinMed 
is therefore subject to many of the risks common to early-stage enterprises, including limitations with 
respect to personnel, financial, and other resources and lack of revenues. There is no assurance that 
PhyeinMed will be successful in achieving a return on its shareholders' investments and the likelihood of 
success must be considered in light of its early stage of operations. 

Management of Growth 

The Company may be subject to growth-related risks including capacity constraints and pressure on its 
internal systems and controls. The ability of the Company to manage growth effectively will require 
continued implementation and improvement of its operational and financial systems and to expand, train 
and manage its employee base. The inability of the Company to deal with growth may have a material 
adverse effect on its business, financial condition, results of operations and prospects. 

Reliance on Management 

The success of the Company is dependent upon the ability, expertise, judgment, discretion and good faith 
of its senior management. While employment agreements and incentive programs are customarily used as 
primary methods of retaining the services of key employees, these agreements and incentive programs 
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cannot assure the continued services of such employees. Any loss of the services of such individuals 
could have a material adverse effect on the Company’s business, operating results or financial condition. 

Conflicts of Interest 

The Company may be subject to various potential conflicts of interest because of the fact that some of its 
officers and directors may be engaged in a range of business activities. In addition, the Company’s 
executive officers and directors may devote time to their outside business interests, so long as such 
activities do not materially or adversely interfere with their duties to the Company, as applicable. External 
business interests may require significant time and attention of the Company’s executive officers and 
directors. In some cases, executive officers and directors may have fiduciary obligations associated with 
external business interests that may interfere with their abilities to devote time to the Company’s business 
and affairs, as applicable, and this could adversely affect the Company’s operations.  

In addition, the Company may also become involved in transactions that conflict with the interests of its 
respective directors and the officers, who may from time to time deal with persons, firms, institutions or 
corporations with which the Company may be dealing, or which may be seeking investments similar to 
those desired by it. The interests of these persons, firms, institutions or corporations could conflict with 
those of the Company. In addition, from time to time, these persons, firms, institutions or corporations 
may be competing with the Company for available investment opportunities. Conflicts of interest, if any, 
will be subject to the procedures and remedies provided under the applicable laws. In particular, in the 
event that such a conflict of interest arises at a meeting of the Company’s directors, a director who has 
such a conflict will abstain from voting for or against the approval of such participation or such terms. In 
accordance with the applicable laws, the directors of the Company are required to act honestly, in good 
faith and in the best interests of the Company. 

Litigation 

The Company may become party to litigation from time to time in the ordinary course of its business 
which could adversely affect its operations. Should any litigation in which the Company becomes 
involved be determined against it, such a decision may adversely affect the Company’s ability to continue 
operating, adversely affect the market price of Common Shares and use significant resources. Even if the 
Company is involved in litigation and succeeds, litigation can redirect significant company resources. 
Litigation may also create a negative perception of the PhyeinMed’s brand, and ultimately the Company’s 
brand. 

Dividends 

The Company’s policy is to retain earnings to finance the development and enhancement of its products 
and to otherwise reinvest in the Company’s businesses. Therefore, the Company does not anticipate 
paying cash dividends on Common Shares in the foreseeable future. Any decision to declare and pay 
dividends in the future will be made at the discretion of the board of directors of the Company and will 
depend on, among other things, financial results, cash requirements, contractual restrictions and other 
factors that the board of directors of the Company may deem relevant. As a result, investors may not 
receive any return on investment in the Common Shares unless they sell them for a share price that is 
greater than that at which such investors purchased them.  

Limited Market for Securities 

There can be no assurance that an active and liquid market for the Common Shares will be maintained 
and an investor may find it difficult to resell any securities of the Company. 
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Liquidity Risk 

The Company’s ability to remain liquid over the long term depends on its ability to obtain additional 
financing. The Company has in place planning and budgeting processes to help determine the funds 
required to support normal operating requirements on an ongoing basis as well as its planned 
development and capital expenditures. The Company’s approach to managing liquidity risk is to ensure 
that it will have sufficient liquidity to meet liabilities when due. 

Risks related to operating in Cannabis Industry 

The Cannabis Industry is Subject to Competition 

There is potential that PhyeinMed will face intense competition from other companies, some of which can 
be expected to have longer operating histories and more financial resources and production and marketing 
experience than PhyeinMed.  

Because of the early stage of the industry in which PhyeinMed operates, PhyeinMed expects to face 
additional competition from new entrants. If the number of users of medical marijuana in Canada 
increases, the demand for products will increase and PhyeinMed expects that competition will become 
more intense, as current and future competitors begin to offer an increasing number of diversified 
products and pricing strategies. To remain competitive, PhyeinMed will require a continued high level of 
investment in research and development, marketing, sales and client support. PhyeinMed may not have 
sufficient resources to maintain research and development, marketing, sales and client support efforts on a 
competitive basis which could materially and adversely affect the business, financial condition and results 
of operations of PhyeinMed. 

Cannabis is Not an Approved Drug or Medicine 

Cannabis is not an approved drug or medicine in Canada. The Government of Canada does not endorse 
the use of cannabis, but Canadian courts have required reasonable access to a legal source of cannabis 
when authorized by a healthcare practitioner. 

Regulatory Risks 

PhyeinMed operates in a new industry which is highly regulated, highly competitive and evolving 
rapidly. As such, new risks may emerge, and management may not be able to predict all such risks or be 
able to predict how such risks may result in actual results differing from the results contained in any 
forward-looking statements. PhyeinMed’s ability to grow, store and sell medical cannabis in Canada with 
respect to the Facility is dependent on obtaining the License from Health Canada and the need to maintain 
such License in good standing. Failure to: (i) comply with the requirements of the License; and (ii) 
maintain this License would have a material adverse impact on the business, financial condition and 
operating results of the Company. 

PhyeinMed will incur ongoing costs and obligations related to regulatory compliance. Failure to comply 
with regulations may result in additional costs for corrective measures, penalties or in restrictions of our 
operations. In addition, changes in regulations, more vigorous enforcement thereof or other unanticipated 
events could require extensive changes to PhyeinMed’s operations, increased compliance costs or give 
rise to material liabilities, which could have a material adverse effect on the business, results of operations 
and financial condition of the Company. 

The industry is subject to extensive controls and regulations, which may significantly affect the financial 
condition of market participants. The marketability of any product may be affected by numerous factors 
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that are beyond the Company’s control and which cannot be predicted, such as changes to government 
regulations, including those relating to taxes and other government levies which may be imposed. 
Changes in government levies, including taxes, could reduce the Company’s earnings and could make 
future capital investments or the Company’s operations uneconomic. The industry is also subject to 
numerous legal challenges, which may significantly affect the financial condition of market participants 
and which cannot be reliably predicted. 

Environmental Regulations and Risks 

PhyeinMed’s operations are subject to environmental regulation. These regulations mandate, among other 
things, the maintenance of air and water quality standards and land reclamation. They also set forth 
limitations on the generation, transportation, storage and disposal of solid and hazardous waste. 
Environmental legislation is evolving in a manner which will require stricter standards and enforcement, 
increased fines and penalties for non-compliance, more stringent environmental assessments of proposed 
projects and a heightened degree of responsibility for companies and their officers, directors and 
employees. There is no assurance that future changes in environmental regulation, if any, will not 
adversely affect PhyeinMed’s operations. 

Government approvals and permits are currently, and may in the future, be required in connection with 
PhyeinMed’s operations. To the extent such approvals are required and not obtained, PhyeinMed may be 
curtailed or prohibited from the proposed production of medical cannabis or from proceeding with the 
development of their operations as currently proposed. 

Failure to comply with applicable laws, regulations and permitting requirements may result in 
enforcement actions thereunder, including orders issued by regulatory or judicial authorities causing 
operations to cease or be curtailed, and may include corrective measures requiring capital expenditures, 
installation of additional equipment, or remedial actions. The Company may be required to compensate 
those suffering loss or damage by reason of its operations and may have civil or criminal fines or 
penalties imposed for violations of applicable laws or regulations. 

Changes in Laws, Regulations and Guidelines 

PhyeinMed’s operations are subject to a variety of laws, regulations and guidelines relating to the 
manufacture, management, transportation, storage and disposal of medical cannabis but also including 
laws and regulations relating to health and safety, privacy, the conduct of operations and the protection of 
the environment. To the knowledge of management, PhyeinMed is currently in compliance with all such 
laws. That said, any changes to such laws, regulations and guidelines are matters beyond the control of 
PhyeinMed that may cause adverse effects to PhyeinMed’s operations and financial conditions. 

On February 24, 2016, the Federal Court of Canada delivered the Allard decision. In this decision, the 
Federal Court of Canada declared the MMPR invalid as it unconstitutionally violated patients protected 
rights to liberty and security under the Charter. However, the Federal Court of Canada suspended the 
operation of the declaration of invalidity for 6 months to permit the Canadian legislature to enact a regime 
compliant with the Charter. The government did not choose to appeal the decision to the Federal Court of 
Appeal and has, instead, decided to respond to the decision by introducing legislation compliant with the 
Charter. 

On August 24, 2016, the ACMPR replaced the MMPR. The ACMPR is Canada's response to the Federal 
Court of Canada's decision in Allard. 

The ACMPR is composed of 4 main parts, which are summarized below: 
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 Part 1 is similar to the framework under the MMPR. It sets out a framework for commercial 
production by Licensed Producers responsible for the production and distribution of quality-
controlled fresh or dried marihuana or cannabis oil or starting materials (i.e. marihuana seeds and 
plants) in secure and sanitary conditions. 

 Part 2 is similar to the former MMAR regime. It sets out provisions for individuals to produce a 
limited amount of cannabis for their own medical purposes or to designate someone to produce it 
for them. 

 Parts 3 and 4 include: 

o transitional provisions, which mainly relate to the continuation of MMPR activities by 
Licensed Producers; 

o consequential amendments to other regulations that referenced the MMPR (i.e. the NCR 
and the New Classes of Practitioners Regulations (Canada), as amended) to update 
definitions and broaden the scope of products beyond dried marihuana; and 

o provisions repealing the MMPR and setting out the coming into force of the ACMPR on 
August 24, 2016. 

As of August 24, 2016, Health Canada now accepts applications from individuals who wish to register to 
produce a limited amount of cannabis for their own medical purposes or to designate someone to produce 
cannabis on their behalf. Individuals who were previously authorized to possess and produce cannabis 
under the MMAR remain authorized to do so by virtue of an injunction order by the Federal Court of 
Canada. 

Under the ACMPR, Health Canada will continue to accept and process applications to become a Licensed 
Producer that were submitted under the MMPR. Further, all licenses and security clearances granted 
under the MMPR will continue under the ACMPR, which means that MMPR Licensed Producers can 
continue to register and supply clients with cannabis for medical purposes. New applicants must apply for 
licenses to produce under the ACMPR. 

The risks to the business of PhyeinMed represented by this or similar actions are that they might lead to 
court rulings or legislative changes that allow those with existing licenses to possess and/or grow medical 
cannabis, perhaps allow others to opt out of the regulated supply system implemented through the 
ACMPR by growing their own medical cannabis, or potentially even legitimize illegal areas surrounding 
cannabis dispensaries. This could significantly reduce the addressable market for PhyeinMed’s products 
and could materially and adversely affect the business, financial condition and results of operations for 
PhyeinMed, and ultimately, the Company. 

In April 2017, the Government of Canada tabled two bills, An Act respecting cannabis and to amend the 
Controlled Drugs and Substances Act, the Criminal Code and other Acts, and An Act to amend the 
Criminal Code (offences related to conveyances) and to make consequential amendments to other Acts, 
which are expected to establish the framework for the production, sale, distribution, and possession of 
non-medical access to cannabis in Canada. While the retail model for distribution and sale of cannabis 
and cannabis products will be the result of provincial and territorial legislation and regulations, the 
aforementioned legislation outlines four minimum conditions that provinces and territories would need to 
meet, specifically, only cannabis obtained from a federally licensed producer can be sold, selling to a 
person younger than 19 years of age is prohibited, the province/territory would need to develop a system 
of distribution and retail sale, and the retail model would need to be developed with an eye to public 
health and public safety concerns. In addition, the tabled legislation (which has not yet passed and is not 
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yet law) proposes to allow for mail order access to both medical uses and non-medical uses of cannabis 
from federally licensed producers. The current licensing regime for medical access is being deemed to be 
a license under the proposed legislation for non-medical access. 

While the impact of any of such changes is uncertain and highly dependent on which specific laws, 
regulations or guidelines are changed and on the outcome of any such court actions, it is not expected that 
any such changes would have an effect on PhyeinMed’s operations that is materially different than the 
effect on similar-sized companies in the same business as PhyeinMed. 

In addition, the industry is subject to extensive controls and regulations, which may significantly affect 
the financial condition of market participants. The marketability of any product may be affected by 
numerous factors that are beyond PhyeinMed’s control and which cannot be predicted, such as changes to 
government regulations, including those relating to taxes and other government levies which may be 
imposed. Changes in government levies, including taxes, could reduce PhyeinMed’s earnings and could 
make future capital investments or PhyeinMed’s operations uneconomic. 

Restrictions on Sales Activities 

The industry is in its early development stage and restrictions on sales and marketing activities imposed 
by Health Canada, various medical associations, other governmental or quasi-governmental bodies or 
voluntary industry associations may adversely affect PhyeinMed’s ability to conduct sales and marketing 
activities and could have a material adverse effect on PhyeinMed’s respective businesses, operating 
results and financial conditions. 

Competition 

On November 30, 2016, the Task Force on Marijuana Legalization and Regulation (synonymous with the 
Task Force on Cannabis Legalization and Regulation) as appointed by the federal government of Canada 
(the “Task Force”) published its final report titled: A Framework for the Legalization and Regulation of 
Cannabis in Canada. In this report, the Task Force recommended that the federal government of Canada 
regulate the production of cannabis and its derivatives (e.g. edibles and concentrates), drawing on the 
good production practices of the current cannabis for medical purposes system. Also, the Task Force 
recommended that the wholesale distribution of cannabis be regulated by provinces and territories and 
that retail sales be regulated by the provinces and territories in close collaboration with municipalities. 
Further, the Task Force recommended allowing personal cultivation of cannabis for non-medical purposes 
with the following conditions: (i) a limit of 4 plants per residence; (ii) a maximum height limit of 100 cm 
on the plants; (iii) a prohibition on dangerous manufacturing processes; (iv) reasonable security measures 
to prevent theft and youth access; and (v) oversight and approval by local authorities. The impact of this 
potential development may be negative for Company and could result in increased levels of competition 
in its existing medical market and/or the entry of new competitors in the overall cannabis market in which 
the Company will operate. 

There is potential that the Company will face intense competition from other companies, some of which 
can be expected to have more financial resources, industry, manufacturing and marketing experience than 
the Company. Additionally, there is potential that the industry will undergo consolidation, creating larger 
companies that may have increased geographic scope and other economies of scale. Increased 
competition by larger, better-financed competitors with geographic or other structural advantages could 
materially and adversely affect the business, financial condition and results of operations of the Company. 

The government of Canada has only issued to date a limited number of licenses under the ACMPR to 
produce and sell medical cannabis. There are, however, several hundred applicants for licenses. The 
number of licenses granted could have an impact on the operations of the Company. Because of the early 
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stage of the industry in which the Company operates, the Company expects to face additional competition 
from new entrants. According to Health Canada there were 69 Licensed Producers as of the date of this 
Listing Statement. If the number of users of medical cannabis in Canada increases, the demand for 
products will increase and the Company expects that competition will become more intense, as current 
and future competitors begin to offer an increasing number of diversified products. To remain 
competitive, the Company will require a continued level of investment in research and development, 
marketing, sales and client support. The Company may not have sufficient resources to maintain research 
and development, marketing, sales and client support efforts on a competitive basis which could 
materially and adversely affect the business, financial condition and results of operations of the Company. 

Risks Inherent in an Agriculture Business 

PhyeinMed’s business involves the growing of medical cannabis, which is an agricultural product. As 
such, the business is subject to the risks inherent in the agricultural business, such as pests, plant diseases 
and similar agricultural risks. Although PhyeinMed grows its products indoors under climate controlled 
conditions, and carefully monitors the growing conditions with trained personnel, there can be no 
assurance that natural elements will not have a material adverse effect on the volume, quality and 
consistency of its products. 
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Vulnerability to Rising Energy Costs 

PhyeinMed’s medical cannabis growing operations consume considerable energy, making PhyeinMed 
vulnerable to rising energy costs. Rising or volatile energy costs may adversely impact the business of 
PhyeinMed and its ability to operate profitably. 

Product Liability 

As a manufacturer and distributor of products designed to be ingested or inhaled by humans, PhyeinMed 
faces an inherent risk of exposure to product liability claims, regulatory action and litigation if its 
products are alleged to have caused significant loss or injury. In addition, the manufacture and sale of 
products involve the risk of injury or loss to consumers due to tampering by unauthorized third parties, 
product contamination, unauthorized use by consumers or other third parties. Previously unknown 
adverse reactions resulting from human consumption of PhyeinMed’s products alone or in combination 
with other medications or substances could occur. PhyeinMed may be subject to various product liability 
claims, including, among others, that PhyeinMed’s products caused injury, illness or loss, include 
inadequate instructions for use or include inadequate warnings concerning possible side effects or 
interactions with other substances. A product liability claim or regulatory action against PhyeinMed could 
result in increased costs, adversely affect PhyeinMed’s reputation with its respective clients and 
consumers generally, and adversely affect the results of operations and financial conditions of 
PhyeinMed. 

Product Recalls 

Manufacturers and distributors of products may be subject to the recall or return of their products for a 
variety of reasons, including product defects, such as contamination, unintended harmful side effects or 
interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure. If 
any of PhyeinMed’s products are recalled due to an alleged product defect or for any other reason, 
PhyeinMed could be required to incur the unexpected expense of the recall and any legal proceedings that 
might arise in connection with the recall. PhyeinMed may lose a significant amount of sales and may not 
be able to replace those sales at an acceptable margin or at all. In addition, a product recall may require 
significant management attention. 

Operating Risk and Insurance Coverage 

PhyeinMed has insurance to protect its assets, operations and employees. While PhyeinMed believes its 
insurance coverage addresses all material risks to which they are exposed and is adequate and customary 
in its current state of operations, such insurance is subject to coverage limits and exclusions and may not 
be available for the risks and hazards to which PhyeinMed is exposed. However, the Company may also 
be unable to maintain insurance to cover these risks at economically feasible premiums. Insurance 
coverage may not continue to be available or may not be adequate to cover any resulting liability. The 
Company might also become subject to liability for pollution or other hazards which may not be insured 
against or which the Company may elect not to insure against because of premium costs or other reasons. 
Losses from these events may cause the Company to incur significant costs that could have a material 
adverse effect upon PhyeinMed’s financial performance and results of operations. 

Unfavourable Publicity or Consumer Perception 

Management of the Company believes the medical marijuana industry is highly dependent upon 
consumer perception regarding the safety, efficacy and quality of the medical marijuana produced. 
Consumer perception of PhyeinMed’s proposed products can be significantly influenced by scientific 
research or findings, regulatory investigations, litigation, media attention and other publicity regarding the 
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consumption of medical marijuana products. There can be no assurance that future scientific research, 
findings, regulatory proceedings, litigation, media attention or other research findings or publicity will be 
favourable to the medical marijuana market or any particular product, or consistent with earlier publicity. 

Future research reports, findings, regulatory proceedings, litigation, media attention or other publicity that 
are perceived as less favourable than, or that question, earlier research reports, findings or publicity could 
have a material adverse effect on the demand for PhyeinMed’s proposed products and the business, 
results of operations, financial condition and cash flows of the PhyeinMed. The PhyeinMed’s dependence 
upon consumer perceptions means that adverse scientific research reports, findings, regulatory 
proceedings, litigation, media attention or other publicity, whether or not accurate or with merit, could 
have a material adverse effect on the PhyeinMed, the demand for its proposed products, and the business, 
results of operations, financial condition and cash flows of the PhyeinMed. Further, adverse publicity 
reports or other media attention regarding the safety, efficacy and quality of medical marijuana in general, 
or the PhyeinMed’s proposed products specifically, or associating the consumption of medical marijuana 
with illness or other negative effects or events, could have such a material adverse effect. Such adverse 
publicity reports or other media attention could arise even if the adverse effects associated with such 
products resulted from consumers’ failure to consume such products appropriately or as directed. 

17.2 Additional Securityholder Risk 

There is no risk that a securityholder of the Company may become liable to make an additional 
contribution beyond the price of the security. 

17.3 Other Risks 

Subject to the risk factors set out in section 17.1 above, there are no other material risk factors that a 
reasonable investor would consider relevant to an investment in the Common Shares of the Company. 

18. PROMOTERS 

No person or company has been, within the two years immediately preceding the date of this listing 
statement, a promoter of the Company. 

19. LEGAL PROCEEDINGS 

19.1 Legal Proceedings 

The Company is not, and was not during its most recently completed fiscal year, engaged in any legal 
proceedings and none of its property is or was during that period the subject of any legal proceedings. The 
Company does not know of any such legal proceedings which are contemplated.  

19.2 Regulatory Actions 

During the three years immediately preceding the date of this listing statement, the Company has not been 
the subject of any penalties or sanctions imposed by a court relating to securities legislation or by a 
securities regulatory authority, any other penalties or sanctions imposed by a court or regulatory body, or 
entered into any settlement agreements before a court relating to securities legislation or with a securities 
regulatory authority. 
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20. INTEREST OF MANAGEMENT & OTHERS IN MATERIAL TRANSACTIONS 

20.1 Interest of Management and Others in Material Transactions 

No director or executive officer of the Company or any person or company that is the direct or indirect 
beneficial owner of, or who exercises control or direction over, more than 10 percent of any class of the 
Company’s outstanding voting securities, or an associate or affiliate of any such persons or companies, 
has any material interest, direct or indirect, in any transaction within the three years preceding the date of 
this document, or any proposed transaction, that has materially affected or will materially affect the 
Company or a subsidiary of the Company. 

21. AUDITORS, TRANSFER AGENTS AND REGISTRARS 

The Company’s auditor is Morgan & Company LLP, Chartered Professional Accountants, of Suite 1630 
– 609 Granville Street, Vancouver, British Columbia V7Y 1A1.  

The Company’s transfer agent and registrar is Computershare Investor Services Inc., of 510 Burrard 
Street, 3rd Floor, Vancouver, British Columbia V6C 3B9. 

22. MATERIAL CONTRACTS 

Except as noted below and other than contracts made in the ordinary course of business, there were no 
material contracts entered into by the Company within two years prior to the date hereof and which are 
currently in effect.  

Umbral is currently a party to the following material contracts: 

1. Share Purchase Agreement among the Company, 1005477 B.C. Ltd., Estek Ventures Corp. and 
Debra Senger dated June 21, 2017; and 

2. Share Exchange Agreement among the Company, 1005477 B.C. Ltd., and Mark Kenneth Brown 
dated December 9, 2014. 

See Item 3.2 – Significant Acquisitions and Dispositions.  

23. INTEREST OF EXPERTS 

No person or company named in this document as having prepared or certified a part of the document or a 
report described in this document and no responsible solicitor or any partner of a responsible solicitor’s 
firm, holds any material beneficial interest, direct or indirect, in any securities or property of the 
Company or of an associate or affiliate of the Company. 

24. OTHER MATERIAL FACTS 

There are no other material facts that are not elsewhere disclosed herein and which are necessary in order 
for this document to contain full, true and plain disclosure of all material facts relating to the Company. 

25. FINANCIAL STATEMENTS 

25.1 Financial Statements of the Company 

The following financial statements of the Company which have been posted and are accessible under the 
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Company’s SEDAR profile at www.sedar.com, are specifically incorporated into and form an integral 
part of this Listing Statement: 

(a) Annual Financial Statements 

(i) Annual Audited Consolidated Financial Statements of the Company including 
the auditor’s report from Morgan & Company LLP, Chartered Professional 
Accountants, for the financial year ended October 31, 2016; 

(ii) Annual Audited Consolidated Financial Statements of the Company including 
the auditor’s report from Morgan & Company LLP, Chartered Professional 
Accountants, for the financial year ended October 31, 2015; and 

(iii) Annual Audited Consolidated Financial Statements of the Company including 
the auditor’s report from Morgan & Company LLP, Chartered Professional 
Accountants, for the financial year ended October 31, 2014. 

(b) Interim Financial Statements 

(i) Unaudited Interim Financial Statements of the Company for the three and nine 
months ended July 31, 2017;  

(ii) Unaudited Interim Financial Statements of the Company for the three and six 
months ended April 30, 2017; and 

(iii) Unaudited Interim Financial Statements of the Company for the three months 
ended January 31, 2016. 

25.2 Financial Statements of PhyeinMed 

Consolidated Financial Information of PhyeinMed 

Annual Information 

The following table summarizes financial information of the Issuer for the last completed financial years 
ended October 31, 2016 and October 31, 2015 and for the subsequent nine month period ended July 31, 
2017. This summary financial information should only be read in conjunction with PhyeinMed’s financial 
statements and the notes thereto. See Schedule A. All figures are stated in Canadian dollars.  
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Nine Month 
Period Ended 
July 31, 2017 

Year Ended 
October 31, 2016 

Year Ended 
October 31, 2015

Total revenues Nil Nil Nil 

Net Income (Loss)  ($120,989) ($9,502) ($229,411) 

Total Assets $172,139 $13,431 $13,424 

Total Long Term Liabilities $521,964 $373,739 $373,739 

Cash dividends declared per share Nil Nil Nil 

Quarterly Summary 

The following tables summarize the financial results for each of PhyeinMed’s eight most recently 
completed quarters. This financial data has been prepared in accordance with IFRS and is expressed in 
Canadian dollars.  

 Q3 Q2 Q1 Q4 
 Jul 31, 2017 Apr 30, 2017 Jan 31, 2017 Oct 31, 2016 
Revenue Nil Nil Nil Nil

Net (loss) profit for the period ($76,760) ($18,752) ($25,477) ($9,390)

Basic and diluted loss per share N/A N/A N/A N/A

 Q3 Q2 Q1 Q4 
 Jul 31, 2016 Apr 30, 2016 Jan 31, 2016 Oct 31, 2015 
Revenue Nil Nil Nil Nil

Net (loss) profit for the period ($36) ($1) ($75) ($297)

Basic and diluted loss per share $0.00 $0.00 $0.00 $0.00

Dividends 

PhyeinMed has not paid dividends or made distributions on its securities since the date of its 
incorporation through the date of this Listing Statement. PhyeinMed has no present intention of paying 
dividends in the near future. There are no restrictions in PhyeinMed’s articles of incorporation or bylaws 
that prevent it from declaring dividends. PhyeinMed has no shares with preferential dividend and 
distribution rights authorized or outstanding.  

Financial Statements of PhyeinMed 

The following financial statements of PhyeinMed are attached hereto as Schedule A and form an integral 
part of this Listing Statement: 

(i) Audited Annual Financial Statements of PhyeinMed for the year ended October 31, 2016 
prepared in accordance with IFRS; and 



 

 

 Page 53 
 
LEGAL_28084424.6 

(ii) Auditor Reviewed Interim Financial Statements of PhyeinMed for the nine months ended July 
31, 2017. 

Pro-Forma Financial Statements of the Company 

The pro forma consolidated financial statements of the Company, giving effect to the Change of Business 
and the name change for the year ended October 31, 2016 and for the nine-month interim period ended 
July 31, 2017, prepared in accordance with IFRS, are attached hereto as Schedule B. 
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CERTIFICATE OF THE ISSUER 

Pursuant to a resolution duly passed by its Board of Directors, Umbral Energy Corp. hereby applies for 
the listing of the above mentioned securities on the CSE. The foregoing contains full, true and plain 
disclosure of all material information relating to Umbral Energy Corp. It contains no untrue statement of a 
material fact and does not omit to state a material fact that is required to be stated or that is necessary to 
prevent a statement that is made from being false or misleading in light of the circumstances in which it 
was made. 

Dated at Vancouver, British Columbia this 21st day of December, 2017. 

 
 
“Jagdip Bal” 

  
 
“Kristina Khersonski” 

Jagdip Bal 
Chief Executive Officer 

 Kristina Khersonski 
Chief Financial Officer 

   
 
 
“Clinton Sharples” 

  
 
“Bradley T. Culver” 

Clinton Sharples 
Director  

 Bradley T. Culver 
Director 
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CERTIFICATE OF PHYEINMED 

The foregoing contains full, true and plain disclosure of all material information relating to PhyeinMed 
Inc. It contains no untrue statement of a material fact and does not omit to state a material fact that is 
required to be stated or that is necessary to prevent a statement that is made from being false or 
misleading in light of the circumstances in which it was made. 
 

Dated at Vancouver, British Columbia this 21st day of December, 2017. 

 
 
 
“Debra Senger” 

  
 
“Fraser Campbell” 

Debra Senger 
Chief Executive Officer 

 Fraser Campbell 
Chief Financial Officer 

   
 
 
“Debra Senger” 

  
 
“Fraser Campbell” 

Debra Senger 
Director  

 Fraser Campbell 
Director 
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PhyeinMed Inc. 
Interim Statement of Financial Position 
/ Q t o t o H I n P o n o H i n n P\r\\ I n r e \ 

AS AT 
JULY 31, 

2017 
(Unaudited) 

AS AT 
OCTOBER 31, 

2016 
(Audited) 

Assets 

Current 
Cash 
GST receivable 
Deposits 

50,412 
18,526 

103,000 
13,431 

Total Assets $ 171,938 13,431 

Liabilities 

Current 
Accounts payable and accrued liabilities 
Due to related parties (Note 6) 

7,310 
29,191 

8,304 
26,205 

Total Current Liabilities 

Related Party Advances (Note 4) 

36,501 

646,960 

34,509 

373,739 

Total Liabilities 683,461 408,248 

Deficiency 

Share Capital (Note 5) 
Deficit 
Total Deficiency 

Total Liabilities and Deficiency 

5,520 
(517,043) 
(511,523) 

$ 171,938 3 

5,520 
(400,337) 
(394,817) 

i 13,431 

Nature of Operations and Going Concern (Note 1) 

Approved on behalf of the Board of Directors: 

"Debra Senger" 
Director 

"Clint Sharpies" 
Director 

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



PhyeinMed Inc. 
Interim Statement of Loss and Comprehensive Loss 
/ Q t o t o H i n P a n a r l i o n n/-» l lorc\ 

(UNAUDITED) 

FOR THE 
NINE MONTH 

PERIOD 
ENDED 

JULY 31, 
2017 

> 102,818 
3,708 
2,953 
7,227 

FOR THE 
NINE MONTH 

PERIOD 
ENDED 

JULY 31, 
2016 

$ 4,575 
200 

-
1,205 

General and Administrative Expenses 
Consulting fees (Note 6) 
Office expense and miscellaneous 
Professional fees 
Travel and promotion 

Net Loss and Comprehensive Loss For The Period $ (116,706) $ (5,980) 

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



PhyeinMed Inc. 
Interim Statement of Changes in Deficiency 
(Stated in Canadian Dollars) 

Nine Month Periods ended July 31, 2016 and 2017 (Unaudited) and year ended October 31, 2016 

Balance, July 4, 2014 (Date of Incorporation) 

Class A common shares issued 

Class G preferred shares issued 
Net loss for the period 

Balance, October 31, 2014 (Unaudited) 

Net loss for the year 

Balance, October 31, 2015 (Unaudited) 

Net loss for the period 

Balance, July 31, 2016 (Unaudited) 

Net loss for the period 

Balance, October 31, 2016 

Net loss for the period 

Balance, July 31, 2017 (Unaudited) 

CLASS A COMMON SHARES CLASS G PREFERRED SHARES 
NUMBER AMOUNT NUMBER AMOUNT DEFICIT TOTAL 

- $ 

2,000 

2,000 

2,000 

2,000 

2,000 

2,000 $ 

-

20 

20 

20 

20 

20 

20 

- $ 

550,000 

550,000 

550,000 

550,000 

550,000 

550,000 $ 

-

5,500 

5,500 

5,500 

5,500 

5,500 

5,500 

$ - $ 

(161,424) 

(161,424) 

(229,411) 

(390,835) 

(5,980) 

(396,815) 

(3,522) 

(400,337) 

(116,706) 

$ (517,043) 5 

20 

5,500 
(161,424) 

(155,904) 

(229,411) 

(385,315) 

(5,980) 

(391,295) 

(3,522) 

(394,817) 

(116,706) 

5 (511,523) 

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



PhyeinMed Inc. 
Interim Statement of Cash Flows 
(Stated in Canadian Dollars) 
(UNAUDITED) 

FOR THE NINE 
MONTH PERIOD 

ENDED 
JULY 31, 

2017 

(116,706) 

(5,095) 
(103,000) 

(994) 
2,986 

FOR THE NINE 
MONTH 

PERIOD ENDED 
JULY 31, 

2016 

$ (5,980) 

(229) 

6,009 

Operating Activities 
Net loss for the period 
Changes in non-cash operating assets and liabilities 

GST receivable 
Deposits 
Accounts payable and accrued liabilities 
Due to related parties 

Cash Used In Operating Activities 

Financing Activity 
Advances received 

Cash Provided By Financing Activity 

Increase (Decrease) In Cash 

Cash, Beginning Of Period 

Cash, End Of Period 

(222,809) 

273,221 
273,221 

50,412 

$ 50,412 $ 

(200) 

. 

(200) 

222 

22 

Supplementary Information 
Cash paid for interest 
Cash paid for income taxes 

$ 
$ 

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



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

1. Nature of Operations and Going Concern 

PhyeinMed Inc. (the "Company" or "PhyeinMed") was incorporated on July 4, 2014 in British 
Columbia, Canada, under the Business Corporations Act and commenced operations on that date. 
The head office and principal address of the Company is 929 Mainland Street, Vancouver, British 
Columbia, Canada V6C 2B3 and the registered and records office of the Company is located at 3rd 

Floor, 1665 Ellis Street, Kelowna, BC V1Y 2B3. 

The Company is principally engaged in the acquisition of a Health Canada license under the 
Marihuana for Medical Purposes Regulations ("MMPR") for the purpose of entering the medical 
marijuana industry. 

Subsequent to the nine month period ended July 31, 2017, Umbral Energy Corp. ("Umbral"), a 
development stage company whose common shares trade on the Canadian Securities Exchange, 
purchased 25% of the Company's issued and outstanding Class A voting common shares thereby 
increasing its ownership to 75% of the Company. As a result of the transaction Umbral assumed 
control of the Company. 

Although the Company has started to invest resources for a medical marijuana business, there is no 
guarantee the Company will be awarded a license to grow medical marijuana. As the Company does 
not yet have cash flow from operations, it must rely on loans and advances from related parties to 
fund operations. To date the Company's main source of funding has been advances from related 
parties. 

These interim financial statements have been prepared in accordance with International Financial 
Reporting Standards ("IFRS") applicable to a going concern, which assumes the realization of assets 
and discharge of liabilities in the normal course of business for the foreseeable future. The Company 
has incurred losses from inception of $517,043. The Company needs to raise sufficient capital to 
fund its planned operations, administration expenses and future acquisitions. The Company's ability 
to continue as a going concern is dependent upon its ability to attain future profitable operations and 
to obtain the necessary financing to meet its obligations and repay its liabilities arising from normal 
business operations when they come due. As at July 31, 2017, the Company had not yet achieved 
profitable operations and expects to incur further losses in the development of its business plan, all of 
which may cast significant doubt about the Company's ability to continue as a going concern. These 
financial statements do not include any adjustments to the amounts and classification of assets and 
liabilities that might be necessary should the Company not be able to continue as a going concern. 

2. Basis of Presentation 

The financial statements were authorized for issue on November 21, 2017 by the directors of the 
Company. 

a) Statement of Compliance 

The interim financial statements of the Company were prepared in accordance with IAS 34 -
Interim Financial Reporting using accounting policies consistent with International Financial 
Reporting Standards ("IFRS") as issued by the International Accounting Standards Board ("IASB") 
and interpretations of the International Financial Reporting Interpretations Committee ("IFRIC"). 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

2. Basis of Presentation (Continued) 

b) Basis of Measurement 

These financial statements have been prepared on a historical cost basis. In addition, these 
financial statements have been prepared using the accrual basis of accounting, except for cash 
flow information. 

In the opinion of management, all adjustments (including normal recurring accruals), considered 
necessary for a fair presentation have been included. 

The financial statements are presented in Canadian dollars, which is also the Company's 
functional currency. 

c) Critical Accounting Judgments and Estimates 

The preparation of these financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and reported amounts of expenses during the reporting period. Actual outcomes could 
differ from these estimates. The financial statements include estimates which, by their nature, are 
uncertain. The impacts of such estimates are pervasive throughout the financial statements, and 
may require accounting adjustments based on future occurrences. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised and may affect both the 
period of revision and future periods. 

Significant assumptions about the future and other sources of estimation uncertainty that 
management has made at the statement of financial position date, that could result in a material 
adjustment to the carrying amounts of assets and liabilities, in the event that actual results differ 
from assumptions made, relate to, but are not limited to, the following: 

Judgments: 

The inputs used in assessing the recoverability of deferred income tax assets to the 
extent that the deductible temporary differences will reverse in the foreseeable future and 
that the Company will have future taxable income; and 
The determination of the going concern assumption. 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

3. Significant Accounting Policies 

a) Financial Instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a 
financial liability or equity instrument to another entity. Financial assets and financial 
liabilities are recognized on the statements of financial position at the time the Company 
becomes a party to the contractual provisions of the financial instrument. 

Financial instruments are initially measured at fair value. Measurement in subsequent periods 
is dependent on the classification of the financial instrument. The Company classifies its 
financial instruments in the following categories: at fair value through profit or loss, loans and 
receivables, held-to-maturity, available-for-sale, and other financial liabilities. 

i) Financial Assets and Liabilities at Fair Value Through Profit or Loss 

Financial assets and liabilities at fair value through profit or loss are either 'held-for-
trading' or classified at fair value through profit or loss. They are initially and 
subsequently recorded at fair value and changes in fair value are recognized in profit or 
loss for the period. 

The Company has designated its cash and cash equivalents as financial assets at fair 
value through profit or loss. 

ii) Loans and Receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market. Such assets are recognized initially at 
fair value and subsequently on an amortized cost basis using the effective interest 
method, less any impairment losses. They are included in current assets, except for 
maturities greater than 12 months after the end of the reporting period, which are 
classified as non-current assets. 

The Company does not have any financial instruments designated as loans and 
receivables. 

iii) Held-to-Maturity 

Held-to-maturity investments are non-derivative financial assets that have fixed maturities 
and fixed or determinable payments, and it is the Company's intention to hold these 
investments to maturity. They are initially recorded at fair value and subsequently 
measured at amortized cost. 

The Company does not have any held-to-maturity financial assets. 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

SIGNIFICANT ACCOUNTING POLICIES (Continued) 

b) Financial Instruments (Continued) 

iv) Available-For-Sale 

Available-for-sale financial assets are non-derivative financial assets that are designated 
as available-for-sale or are not classified in any other financial asset categories. They 
are initially and subsequently measured at fair value and the changes in fair value, other 
than impairment losses are recognized in other comprehensive income (loss) and 
presented in the fair value reserve in shareholders' equity. When the financial assets are 
sold or an impairment write-down is required, losses accumulated in the fair value 
reserve recognized in shareholders' equity are included in profit or loss. 

The Company does not have any available-for-sale financial assets. 

v) Other Financial Liabilities 

Other financial liabilities are recognized initially at fair value plus any directly attributable 
transaction costs on the date at which the Company becomes a party to the contractual 
provisions of the instrument. Subsequent to initial recognition, the Company's financial 
liabilities are measured at amortized cost using the effective interest method. The 
Company derecognizes a financial liability when its contractual obligations are 
discharged, cancelled, or expired. 

The Company's non-derivative financial liabilities are its trade payables and other 
accrued liabilities and loans payable, which are designated as other liabilities. 

c) Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, deposits held at call with banks and other 
short-term highly liquid investments with original maturities of three months or less. As at 
July 31, 2017, the Company had no cash equivalents. 

d) Income Taxes 

Current income tax 

Current income tax assets and liabilities for the current period are measured at the amount 
expected to be recovered from or paid to the Canadian taxation authorities. The tax rates and 
tax laws used to compute the amount are those that are enacted or substantively enacted, at 
the reporting date. 

Current tax is recognized in net income except to the extent that it relates to a business 
combination or items recognized directly in equity or in other comprehensive income or loss. 

Management periodically evaluates positions taken in the tax returns with respect to 
situations in which applicable tax regulations are subject to interpretation and establishes 
provisions where appropriate. 

10 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 

d) Income Taxes (Continued) 

Deferred income tax 

Deferred income tax is provided using the balance sheet method on temporary differences at 
the reporting date between the tax bases of assets and liabilities and their carrying amounts 
for financial reporting purposes. 

Deferred tax is recognized in net income except to the extent that it relates to a business 
combination or items recognized directly in equity or in other comprehensive income or loss. 

The carrying amount of deferred income tax assets is reviewed at the end of each reporting 
period and recognized only to the extent that it is probable that sufficient taxable profit will be 
available to allow all or part of the deferred income tax asset to be utilized. 

Deferred income tax assets and liabilities are measured at the tax rates that are expected to 
apply to the year when the asset is realized or the liability is settled, based on tax rates (and 
tax laws) that have been enacted or substantively enacted by the end of the reporting period. 

Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and 
the deferred income taxes relate to the same taxable entity and the same taxation authority. 

e) Accounting Standards Issued But Not Yet Applied 

Standards issued but not yet effective up to the date of issuance of the Company's 
financial statements are listed below. This listing is of standards and interpretations issued 
which the Company reasonably expects to be applicable at a future date. 

IFRS 9 Financial Instruments 

IFRS 9, Financial instruments ("IFRS 9"), amends some of the requirements of IFRS 7 
Financial Instruments: Disclosures, including added disclosures about investments in equity 
instruments measured at fair value in Other Comprehensive Income ("OCI"), and guidance on 
financial liabilities and de-recognition of financial instruments. In July 2013, the IASB 
tentatively decided to defer the mandatory effective date of IFRS 9. IFRS 9 is applicable for 
periods beginning on or after January 1, 2018. The Company has not yet assessed the 
impact of the standard or determined whether it will adopt the standard early. 

11 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

4. Related Party Advances 

During the year ended October 31, 2015, the Company entered into a loan agreement whereby 
Umbral Energy Corp., a joint venture shareholder, will advance up to $2,000,000 to PhyeinMed for 
working capital purposes. The advances are unsecured and are due within 36 months from the date 
of the advance. The first $550,000 advanced does not accrue interest prior to 36 months from the 
date of the advance after which interest shall be accrued at prime plus 2%. All advances subsequent 
to the initial $550,000 will accrue interest at prime plus 2% from the date of the advance. PhyeinMed 
can only repay the initial $550,000 advanced as follows: 

a) $25,000 once an application for a medical marihuana growing operation is awarded to 
PhyeinMed by Health Canada; 

b) $150,000 once the final MMPR license is awarded to PhyeinMed by Health Canada; 
c) $150,000 once PhyeinMed has achieved an accumulated EBITDA of $1,000,000; and 
d) $225,000 once PhyeinMed has achieved an accumulated EBITDA of $2,000,000 

Subsequent to July 31, 2017, Umbral Energy amended the loan agreement whereby it agreed to 
advance up to $8,000,000. 

5. Share Capital 

a) Authorized 

Unlimited number of Class A voting common shares without par value; 
Unlimited number of Class B voting common shares without par value - none issued; 
Unlimited number of Class C non-voting common shares without par value - none issued; 
Unlimited number of Class D non-voting common shares without par value - none issued; 
Unlimited number of Class E preferred non-voting shares with a par value of $0.01 - none issued; 
Unlimited number of Class F preferred non-voting shares with a par value of $100.00 - none 
issued; 
Unlimited number of Class G preferred non-voting shares with a par value of $0.01; 
Unlimited number of Class H preferred non-voting common shares with a par value of $0.01 -
none issued. 

b) Issued 

On July 4, 2014, the Company issued 2,000 Class A voting common shares for a total value of 
$20. 

On October 26, 2014, the Company issued 550,000 Class G preferred non-voting shares with a 
par value of $0.01 per share for cash consideration of $1 and $5,499 of consulting services for a 
total value of $5,500. 

12 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

6. Related Party Transactions 

All related party transactions are in the normal course of operations and are measured at the 
exchange amount, which is the amount of consideration established and agreed to by the related 
parties. All amounts either due from or due to related parties other than specifically disclosed are non-
interest bearing, unsecured and have no fixed terms of repayments. 

During the interim period ended July 31, 2017, the Company incurred the following transactions with 
related parties and had the following balances: 

a) Consulting fees paid to companies controlled by directors and officers of the Company in the 
amount of $61,865 (period ended July 31, 2016 - $Nil). 

b) As at July 31, 2017, $29,191 (October 31, 2016 - $26,205) was payable to companies controlled 
by directors and officers of the Company. 

7. Income Taxes 

The Company's provision for income taxes for the year ended October 31, 2016 differs from the 
amounts computed by applying the combined Canadian federal and provincial income tax rates to the 
loss as a result of the following: 

Statutory rates 

Income tax recovery at statutory rate 
Income tax benefits not recognized 

Provision for income taxes 

The tax effects of temporary timing differences that give rise to significant components of the deferred 
tax assets were as follows: 

2016 2015 
(Unaudited) 

Deferred tax assets (liabilities) 
Non-capital loss carry forward $ 104,000 $ 102,000 

104,000 102,000 
Less: Tax assets not recognized (104,000) (102,000) 
Net deferred income taxes $ - $ 

$ 

$ 

2016 

26% 

(2,000) $ 
2,000 

- $ 

2015 
(Unaudited) 

26% 

(60,000) 
60,000 

_ 

The Company has accumulated non-capital losses for Canadian tax purposes of approximately 
$400,000 which may be carried forward and used to reduce taxable income in future years. The 
accumulated non-capital losses expire as follows: 

2034 
2035 
2036 

$ 161,000 
229,000 

10,000 
$ 400,000 

13 



PhyeinMed Inc. 
Notes to the Interim Financial Statements 
Nine Month Period Ended July 31 , 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

8. Financial Instruments and Risk Management 

In common with all other businesses, the Company is exposed to risks that arise from its use of 
financial instruments. This note describes the Company's objectives, policies and processes for 
managing those risks and the methods used to measure them. Further quantitative information in 
respect of these risks is presented throughout these financial statements. 

There have been no substantive changes in the Company's exposure to financial instrument risks, its 
objectives, policies and process for managing those risks or the methods used to measure them from 
previous years unless otherwise stated in this note. 

a) Market Risk 

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market prices and are comprised of foreign currency risk and interest rate 
risk. 

b) Foreign Currency Risk 

Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar 
and other foreign currencies will affect the Company's operations and financial results. The 
Company does not have significant exposure to foreign exchange rate fluctuation. 

c) Interest Rate Risk 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market 
interest rates. Interest rate risk is limited to potential decreases on the interest rate offered on 
cash and cash equivalents held with chartered Canadian financial institutions. The risk that the 
Company will realize a loss as a result of a decline in the fair value of the cash equivalents is 
limited because of the short-term nature of the investments. 

d) Credit Risk 

Credit risk is the risk of financial loss to the Company if a customer or a counterparty to a financial 
instrument fails to meet its contractual obligations. Financial instruments which are potentially 
subject to credit risk for the Company consists primarily of cash and cash equivalents. Cash and 
cash equivalents are maintained with financial institutions of reputable credit and may be 
redeemed upon demand. The Company considers this risk to be minimal. 

e) 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's policy is to ensure that it will always have sufficient cash to allow it 
to meet its liabilities when they become due, under both normal and stressed conditions, without 
incurring unacceptable losses or risking damage to the Company's reputation. The key to 
success in managing liquidity is the degree of certainty in the cash flow projections. 

If future cash flows are fairly uncertain, the liquidity risk increases. The Company manages 
liquidity risk through the management of its capital structure. Accounts payable and accrued 
liabilities and amounts due to related parties are due within the current operating year. 

14 
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Nine Month Period Ended July 31 , 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

8. Financial Instruments and Risk Management (Continued) 

e) Liquidity Risk (continued) 

As at July 31, 2017, the Company had working capital of $135,437 (October 31, 2016 - working 
capital deficiency of $21,078). The Company does not currently generate revenue from 
operations and as such, is dependent upon loans and advances from related parties to advance 
the acquisition of a Health Canada license under the MMPR for the purpose of entering the 
medical marijuana industry. Failure to obtain financing on a timely basis may cause the Company 
to postpone, reduce or terminate its operations. 

Determination of Fair Value: 

Fair values have been determined for measurement and/or disclosure purposes based on the 
following methods. When applicable, further information about the assumptions made in 
determining fair values is disclosed in the notes specific to that asset or liability. The financial 
position carrying amounts for cash and cash equivalents, amounts receivable, accounts payable 
and accrued liabilities and related party advances approximate fair value due to their short-term 
nature. Due to the use of subjective judgments and uncertainties in the determination of fair 
values these values should not be interpreted as being realizable in an immediate settlement of 
the financial instruments. 

Fair Value Hierarchy: 

Financial instruments that are measured subsequent to initial recognition at fair value are 
grouped in Levels 1 to 3 based on the degree to which the fair value is observable: 

• Level 1 - Applies to assets or liabilities for which there are quoted prices in active markets for 
identical assets or liabilities. 

• Level 2 - Applies to assets or liabilities for which there are inputs other than quoted prices 
included in Level 1 that are observable for the asset or liability, either directly such as quoted 
prices for similar assets or liabilities in active markets or indirectly such as quoted prices for 
identical assets or liabilities in markets with insufficient volume or infrequent transactions. 

• Level 3 - Applies to assets or liabilities for which there are unobservable market data. 

The Company's financial instruments are classified into the following categories: 

July 31, 
2017 

(Unaudited) 

October 31 
2016 

Level Carrying Fair Carrying Fair Value 
Value Value Value 

Cash 1 $ 50,412 $ 50,412 
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Notes to the Interim Financial Statements 
Nine Month Period Ended July 31, 2017 
(Stated in Canadian Dollars) 
(UNAUDITED) 

9. Management of Capital Risk 

The Company manages its cash and cash equivalents, common shares and preferred shares as 
capital. The Company's objectives when managing capital are to safeguard the Company's ability to 
continue as a going concern in order to pursue a Health Canada license under the MMPR and to 
maintain a flexible capital structure which optimizes the costs of capital at an acceptable risk. 

The Company manages the capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust the 
capital structure, the Company may attempt to issue new shares, issue new debt, acquire or dispose 
of assets or adjust the amount of cash and cash equivalents. 

In order to facilitate the management of its capital requirements, the Company prepares annual 
expenditure budgets that are updated as necessary depending on various factors, including 
successful capital deployment and general industry conditions. The annual and updated budgets are 
approved by the Board of Directors. 

In order to maximize ongoing development efforts, the Company does not pay out dividends. The 
Company's investment policy is to invest its short-term excess cash in highly liquid short-term 
interest-bearing investments with maturities 90 days or less from the original date of acquisition, 
selected with regards to the expected timing of expenditures from continuing operations. 

Management considers its approach to capital management approach to be appropriate given the 
relative size of the Company. There were no changes in the Company's approach to capital 
management during the period. The Company is not subject to externally imposed capital 
requirements. 
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INDEPENDENT AUDITOR'S REPORT 
 
 
To the Shareholders of 
PhyeinMed Inc. 
 
Report on the financial statements 
 
We have audited the accompanying financial statements of PhyeinMed Inc., which comprise the statement of financial 
position as at October 31, 2016 and the statements of loss and comprehensive loss, changes in deficiency, and cash flows 
for the year ended October 31, 2016, and a summary of significant accounting policies and other explanatory information. 
 
Management’s responsibility for the financial statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with International Financial Reporting Standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Opinion 
 
In our opinion, the financial statements present fairly, in all material respects, the financial position of PhyeinMed Inc. as at 
October 31, 2016 and its financial performance and its cash flows for the year ended October 31, 2016 in accordance with 
International Financial Reporting Standards. 
 
Emphasis of matter 
 
Without qualifying our opinion, we draw attention to Note 1 in financial statements which describes matters and conditions 
that indicate the existence of a material uncertainty that may cast significant doubt about the Company’s ability to continue  
as a going concern. 
 
 
 
Vancouver, Canada  “Morgan & Company LLP”  
            
October 18, 2017  Chartered Professional Accountants 
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PhyeinMed Inc. 
Statement of Financial Position 
(Stated in Canadian Dollars) 
 

 

AS AT 
OCTOBER 31  

2016 
 

AS AT 
OCTOBER 31 

2015 
(Unaudited) 

    
Assets       
     
Current     

Cash $ - $ 222 
GST receivable   13,431  13,202 

     
Total Assets $ 13,431 $ 13,424 
     
Liabilities     
     
Current     

   Accounts payable and accrued liabilities $ 8,304 $ - 
   Due to related parties (Note 6)  26,205  25,000 

Total Current Liabilities  34,509  25,000 
     
Related Party Advances (Note 4)  373,739  373,739 
     
Total Liabilities  408,248  398,739 
     
Deficiency     
     
Share Capital (Note 5)  5,520  5,520 
Deficit   (400,337)  (390,835) 
Total Deficiency  (394,817)  (385,315) 
     
Total Liabilities and Deficiency $ 13,431 $ 13,424 
     

Nature of Operations and Going Concern (Note 1) 
 
 
Approved on behalf of the Board of Directors: 
 

“Debra Senger”  “Clint Sharples” 
  Director     Director 

 
 
 
 
 
 
 
 
 
 

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



 

5 
 

PhyeinMed Inc. 
Statement of Loss and Comprehensive Loss  
(Stated in Canadian Dollars) 
 

 

FOR THE 
YEAR ENDED 
OCTOBER 31, 

2016 
 

FOR THE 
YEAR ENDED 
OCTOBER 31, 

2015 
(Unaudited) 

    
General and Administrative Expenses     

Consulting fees (Note 6) $ 8,075 $ 154,671 
Office expense and miscellaneous  222  640 
Professional fees   -  26,267 
Rent   -  42,000 
Travel and promotion  1,205  5,833 

     

Net Loss and Comprehensive Loss For The Year $ (9,502) $ (229,411) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The accompanying notes are an integral part of these financial statements. 
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PhyeinMed Inc. 
Statement of Cash Flows 
(Stated in Canadian Dollars) 

 

 

FOR THE YEAR 
ENDED 

OCTOBER 31, 
2016 

 

FOR THE 
YEAR ENDED 
OCTOBER 31, 

2015 
(Unaudited) 

     
Operating Activities     

Net loss for the year $ (9,502) $ (229,411) 
Changes in non-cash operating assets and liabilities     

GST receivable  (229)  (8,614) 
Accounts payable and accrued liabilities  8,304  (21,848) 
Due to related parties  1,205  (22,500) 

Cash Used In Operating Activities  (222)  (282,373) 
     
Financing Activity     

Advances received  -  281,760 

Cash Provided By Financing Activity  -  281,760 
     
Decrease In Cash  (222)  (613) 
     
Cash, Beginning Of Year  222  835 
     
Cash, End Of Year $ - $ 222 

 
 
Supplementary Information  

Cash paid for interest $ - $ - 
Cash paid for income taxes $ - $ - 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes are an integral part of these financial statements.
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1.    Nature of Operations and Going Concern  
 

PhyeinMed Inc. (the “Company”) was incorporated on July 4, 2014 in British Columbia, Canada, 
under the Business Corporations Act and commenced operations on that date.  The head office and 
principal address of the Company is 929 Mainland Street, Vancouver, British Columbia, Canada V6C 
2B3 and the registered and records office of the Company is located at 3rd Floor, 1665 Ellis Street, 
Kelowna, BC V1Y 2B3.   
 
The Company is principally engaged in the acquisition of a Health Canada license under the 
Marihuana for Medical Purposes Regulations (“MMPR”) for the purpose of entering the medical 
marijuana industry.  
 
Subsequent to year end, Umbral Energy Corp. (“Umbral”), a development stage company whose 
common shares trade on the Canadian Securities Exchange, purchased 25% of the Company’s 
issued and outstanding Class A voting common shares thereby increasing its ownership to 75% of 
the Company. As a result of the transaction Umbral assumed control of the Company. 
 
Although the Company has started to invest resources for a medical marijuana business, there is no 
guarantee the Company will be awarded a license to grow medical marijuana. As the Company does 
not yet have cash flow from operations, it must rely on loans and advances from related parties to 
fund operations. To date the Company’s main source of funding has been advances from related 
parties. 
 
These financial statements have been prepared in accordance with International Financial Reporting 
Standards ("IFRS") applicable to a going concern, which assumes the realization of assets and 
discharge of liabilities in the normal course of business for the foreseeable future.  The Company has 
incurred losses from inception of $400,337.  The Company needs to raise sufficient capital to fund its 
planned operations, administration expenses and future acquisitions.  The Company’s ability to 
continue as a going concern is dependent upon its ability to attain future profitable operations and to 
obtain the necessary financing to meet its obligations and repay its liabilities arising from normal 
business operations when they come due.  As at October 31, 2016, the Company had not yet 
achieved profitable operations and expects to incur further losses in the development of its business 
plan, all of which may cast significant doubt about the Company’s ability to continue as a going 
concern. These financial statements do not include any adjustments to the amounts and classification 
of assets and liabilities that might be necessary should the Company not be able to continue as a 
going concern. 
 
 

2. Basis of Presentation 
 

The financial statements were authorized for issue on October 18, 2017 by the directors of the 
Company. 

 
a) Statement of Compliance 

 
The financial statements of the Company have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards 
Board (“IASB”) and interpretations of the International Financial Reporting Interpretations 
Committee (“IFRIC”).   
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2. Basis of Presentation (Continued) 

 
b) Basis of Measurement 

 
These financial statements have been prepared on a historical cost basis.  In addition, these 
financial statements have been prepared using the accrual basis of accounting, except for cash 
flow information. 
 
In the opinion of management, all adjustments (including normal recurring accruals), considered 
necessary for a fair presentation have been included. 
 
The financial statements are presented in Canadian dollars, which is also the Company’s 
functional currency. 
 

c) Critical Accounting Judgments and Estimates 
 
The preparation of these financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial 
statements and reported amounts of expenses during the reporting period. Actual outcomes could 
differ from these estimates. The financial statements include estimates which, by their nature, are 
uncertain. The impacts of such estimates are pervasive throughout the financial statements, and 
may require accounting adjustments based on future occurrences. Revisions to accounting 
estimates are recognized in the period in which the estimate is revised and may affect both the 
period of revision and future periods.  
 
Significant assumptions about the future and other sources of estimation uncertainty that 
management has made at the statement of financial position date, that could result in a material 
adjustment to the carrying amounts of assets and liabilities, in the event that actual results differ 
from assumptions made, relate to, but are not limited to, the following:  

 
Judgments: 
 

 The inputs used in assessing the recoverability of deferred income tax assets to the 
extent that the deductible temporary differences will reverse in the foreseeable future and 
that the company will have future taxable income; and 

 The determination of the going concern assumption. 
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3. Significant Accounting Policies 
 

a) Financial Instruments 
 

A financial instrument is any contract that gives rise to a financial asset of one entity and a 
financial liability or equity instrument to another entity.  Financial assets and financial 
liabilities are recognized on the statements of financial position at the time the Company 
becomes a party to the contractual provisions of the financial instrument. 

 
Financial instruments are initially measured at fair value. Measurement in subsequent periods 
is dependent on the classification of the financial instrument.  The Company classifies its 
financial instruments in the following categories: at fair value through profit or loss, loans and 
receivables, held-to-maturity, available-for-sale, and other financial liabilities. 
  
i) Financial Assets and Liabilities at Fair Value Through Profit or Loss 
 

Financial assets and liabilities at fair value through profit or loss are either ‘held-for-
trading’ or classified at fair value through profit or loss.  They are initially and 
subsequently recorded at fair value and changes in fair value are recognized in profit or 
loss for the period.   
 
The Company has designated its cash and cash equivalents as financial assets at fair 
value through profit or loss. 
 

ii) Loans and Receivables  
 

Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market.  Such assets are recognized initially at 
fair value and subsequently on an amortized cost basis using the effective interest 
method, less any impairment losses.  They are included in current assets, except for 
maturities greater than 12 months after the end of the reporting period, which are 
classified as non-current assets.   
 
The Company does not have any financial instruments designated as loans and 
receivables. 

 
iii) Held-to-Maturity  
 

Held-to-maturity investments are non-derivative financial assets that have fixed maturities 
and fixed or determinable payments, and it is the Company’s intention to hold these 
investments to maturity.  They are initially recorded at fair value and subsequently 
measured at amortized cost.   
 
The Company does not have any held-to-maturity financial assets. 
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3.         SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

b)   Financial Instruments (Continued) 
 

iv) Available-For-Sale  
 

Available-for-sale financial assets are non-derivative financial assets that are designated 
as available-for-sale or are not classified in any other financial asset categories.  They 
are initially and subsequently measured at fair value and the changes in fair value, other 
than impairment losses are recognized in other comprehensive income (loss) and 
presented in the fair value reserve in shareholders’ equity.  When the financial assets are 
sold or an impairment write-down is required, losses accumulated in the fair value 
reserve recognized in shareholders’ equity are included in profit or loss.   
 
The Company does not have any available-for-sale financial assets. 

 
v) Other Financial Liabilities 
 

Other financial liabilities are recognized initially at fair value plus any directly attributable 
transaction costs on the date at which the Company becomes a party to the contractual 
provisions of the instrument. Subsequent to initial recognition, the Company’s financial 
liabilities are measured at amortized cost using the effective interest method. The 
Company derecognizes a financial liability when its contractual obligations are 
discharged, cancelled, or expired. 

 
The Company’s non-derivative financial liabilities are its trade payables and other 
accrued liabilities and loans payable, which are designated as other liabilities. 

 
c) Cash and Cash Equivalents 
 

Cash and cash equivalents include cash on hand, deposits held at call with banks and other 
short-term highly liquid investments with original maturities of three months or less.  As at 
October 31, 2016, the Company had no cash equivalents. 

 
d) Income Taxes 
 

Current income tax 
 
Current income tax assets and liabilities for the current period are measured at the amount 
expected to be recovered from or paid to the Canadian taxation authorities. The tax rates and 
tax laws used to compute the amount are those that are enacted or substantively enacted, at 
the reporting date. 
 
Current tax is recognized in net income except to the extent that it relates to a business 
combination or items recognized directly in equity or in other comprehensive income or loss.  

 
Management periodically evaluates positions taken in the tax returns with respect to 
situations in which applicable tax regulations are subject to interpretation and establishes 
provisions where appropriate. 
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3.         SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

d) Income Taxes (Continued) 
 

Deferred income tax 
 
Deferred income tax is provided using the balance sheet method on temporary differences at 
the reporting date between the tax bases of assets and liabilities and their carrying amounts 
for financial reporting purposes 
. 
Deferred tax is recognized in net income except to the extent that it relates to a business 
combination or items recognized directly in equity or in other comprehensive income or loss. 

 
The carrying amount of deferred income tax assets is reviewed at the end of each reporting 
period and recognized only to the extent that it is probable that sufficient taxable profit will be 
available to allow all or part of the deferred income tax asset to be utilized.  

 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to 
apply to the year when the asset is realized or the liability is settled, based on tax rates (and 
tax laws) that have been enacted or substantively enacted by the end of the reporting period.  
 
Deferred income tax assets and deferred income tax liabilities are offset, if a legally 
enforceable right exists to set off current tax assets against current income tax liabilities and 
the deferred income taxes relate to the same taxable entity and the same taxation authority.  
 

e) Accounting Standards Issued But Not Yet Applied 
 
  Standards issued but not yet effective up to the date of issuance of the Company’s 
 financial statements are listed below. This listing is of standards and  interpretations issued  
  which the Company reasonably expects to be applicable at a future date.  
 
  IFRS 9 Financial Instruments 
 
  IFRS 9, Financial instruments (“IFRS 9”), amends some of the requirements of IFRS 7 
 Financial Instruments: Disclosures, including added disclosures about investments in equity 
 instruments measured at fair value in Other Comprehensive Income (“OCI”), and guidance on 
 financial liabilities and de-recognition of financial instruments. In July 2013, the IASB 
 tentatively decided to defer the mandatory effective date of IFRS 9. IFRS 9 is applicable for 
 periods beginning on or after January 1, 2018. The Company has not yet assessed the 
 impact of the standard or determined whether it will adopt the standard early. 
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4. Related Party Advances  
 
During the year ended October 31, 2015, the Company entered into a loan agreement whereby the 
Umbral Energy Corp., a joint venture shareholder, will advance up to $2,000,000 to PhyeinMed for 
working capital purposes. The advances are unsecured and are due within 36 months from the date 
of the advance. The first $550,000 advanced does not accrue interest prior to 36 months from the 
date of the advance after which interest shall be accrued at prime plus 2%. All advances subsequent 
to the initial $550,000 will accrue interest at prime plus 2% from the date of the advance. PhyeinMed 
can only repay the initial $550,000 advanced as follows: 

 
a) $25,000 once an application for a medical marihuana growing operation is awarded to 

PhyeinMed by Health Canada; 
b) $150,000 once the final MMPR license is awarded to PhyeinMed by Health Canada; 
c) $150,000 once PhyeinMed has achieved an accumulated EBITDA of $1,000,000; and 
d) $225,000 once PhyeinMed has achieved an accumulated EBITDA of $2,000,000 

 
Subsequent to October 31, 2016, Umbral Energy amended the loan agreement whereby it agreed to 
advance up to $8,000,000. 

 
 
5. Share Capital  

 
a) Authorized 
 

Unlimited number of Class A voting common shares without par value; 
Unlimited number of Class B voting common shares without par value – none issued; 
Unlimited number of Class C non-voting common shares without par value – none issued; 
Unlimited number of Class D non-voting common shares without par value – none issued; 
Unlimited number of Class E preferred non-voting shares with a par value of $0.01 – none issued; 
Unlimited number of Class F preferred non-voting shares with 1 par value of $100.00 – none 
issued; 
Unlimited number of Class G preferred non-voting shares with par value of $0.01 each; 
Unlimited number of Class H preferred non-voting common shares with a par value of $0.01 – 
none issued. 
 

 
b)   Issued 

 
On July 4, 2014, the Company issued 2,000 Class A voting common shares for a total value of 
$20. 
 
On October 26, 2014, the Company issued 550,000 Class G preferred non-voting shares with a 
par value of $0.01 per share for cash consideration of $1 and $5,499 of consulting services for a 
total value of $5,500. 
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6. Related Party Transactions 

 
All related party transactions are in the normal course of operations and are measured at the 
exchange amount, which is the amount of consideration established and agreed to by the related 
parties. All amounts either due from or due to related parties other than specifically disclosed are non-
interest bearing, unsecured and have no fixed terms of repayments. 
 
During the year ended October 31, 2016, the Company incurred the following transactions with 
related parties and had the following balances: 

 
a) Consulting fees paid to companies controlled by directors and officers of the Company in the 

amount of $Nil (2015 - $117,500) 
 

b) As at October 31, 2016 $26,205 (2015 - $25,000) was payable to companies controlled by 
directors and officers of the Company.  

 
7. Income Taxes 

 
The Company’s provision for income taxes for the year ended October 31, 2016 differs from the 
amounts computed by applying the combined Canadian federal and provincial income tax rates to the 
loss as a result of the following: 

 
         2016     2015 

    (Unaudited) 
     

Statutory rates 26% 26% 
     
Income tax recovery at statutory rate $ (2,000) $ (60,000) 
Income tax benefits not recognized           2,000        60,000 
     
Provision for income taxes $ -    $ -    

 
The tax effects of temporary timing differences that give rise to significant components of the deferred 
tax assets were as follows: 

      2016      2015 
    (Unaudited) 

Deferred tax assets (liabilities)     
Non-capital loss carry forward $ 104,000 $ 102,000 

  104,000  102,000 
Less:  Tax assets not recognized  (104,000)  (102,000) 
Net deferred income taxes $ -  $ -  

 
The Company has accumulated non-capital losses for Canadian tax purposes of approximately 
$400,000 which may be carried forward and used to reduce taxable income in future years.  The 
accumulated non-capital losses expire as follows: 

 
2034 $ 161,000 
2035  229,000 
2036  10,000 
 $ 400,000 

 
.   
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8. Financial Instruments and Risk Management 
 

In common with all other businesses, the Company is exposed to risks that arise from its use of 
financial instruments. This note describes the Company’s objectives, policies and processes for 
managing those risks and the methods used to measure them. Further quantitative information in 
respect of these risks is presented throughout these financial statements. 

 
There have been no substantive changes in the Company’s exposure to financial instrument risks, its 
objectives, policies and process for managing those risks or the methods used to measure them from 
previous years unless otherwise stated in this note. 

 
a) Market Risk 
 

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market prices and are comprised of foreign currency risk and interest rate 
risk. 

 
b)   Foreign Currency Risk 
 

Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar 
and other foreign currencies will affect the Company’s operations and financial results. The 
Company does not have significant exposure to foreign exchange rate fluctuation. 

 
c) Interest Rate Risk 
 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market 
interest rates. Interest rate risk is limited to potential decreases on the interest rate offered on 
cash and cash equivalents held with chartered Canadian financial institutions. The risk that the 
Company will realize a loss as a result of a decline in the fair value of the cash equivalents is 
limited because of the short-term nature of the investments. 

 
d) Credit Risk 
 

Credit risk is the risk of financial loss to the Company if a customer or a counterparty to a financial 
instrument fails to meet its contractual obligations. Financial instruments which are potentially 
subject to credit risk for the Company consists primarily of cash and cash equivalents. Cash and 
cash equivalents are maintained with financial institutions of reputable credit and may be 
redeemed upon demand. The Company considers this risk to be minimal. 

 
e) 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’s policy is to ensure that it will always have sufficient cash to allow it 
to meet its liabilities when they become due, under both normal and stressed conditions, without 
incurring unacceptable losses or risking damage to the Company’s reputation. The key to 
success in managing liquidity is the degree of certainty in the cash flow projections.  
 
If future cash flows are fairly uncertain, the liquidity risk increases. The Company manages 
liquidity risk through the management of its capital structure. Accounts payable and accrued 
liabilities and amounts due to related parties are due within the current operating year. 
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8. Financial Instruments and Risk Management (Continued) 
 

e) Liquidity Risk (continued) 
 
As at October 31, 2016, the Company had a working capital deficiency of $21,078 (2015 – 
$11,576). The Company does not currently generate revenue from operations and as such, is 
dependent upon loans and advances from related parties to advance the acquisition of a Health 
Canada license under the MMPR for the purpose of entering the medical marijuana industry. 
Failure to obtain financing on a timely basis may cause the Company to postpone, reduce or 
terminate its operations. 
 
Determination of Fair Value: 
 
Fair values have been determined for measurement and/or disclosure purposes based on the 
following methods. When applicable, further information about the assumptions made in 
determining fair values is disclosed in the notes specific to that asset or liability. The financial 
position carrying amounts for cash and cash equivalents, amounts receivable, accounts payable 
and accrued liabilities and related party advances approximate fair value due to their short-term 
nature. Due to the use of subjective judgments and uncertainties in the determination of fair 
values these values should not be interpreted as being realizable in an immediate settlement of 
the financial instruments. 
 
Fair Value Hierarchy: 
 
Financial instruments that are measured subsequent to initial recognition at fair value are 
grouped in Levels 1 to 3 based on the degree to which the fair value is observable:  

 
 Level 1 – Applies to assets or liabilities for which there are quoted prices in active markets for 

identical assets or liabilities. 
 

 Level 2 – Applies to assets or liabilities for which there are inputs other than quoted prices 
included in Level 1 that are observable for the asset or liability, either directly such as quoted 
prices for similar assets or liabilities in active markets or indirectly such as quoted prices for 
identical assets or liabilities in markets with insufficient volume or infrequent transactions. 
 

 Level 3 – Applies to assets or liabilities for which there are unobservable market data. 
 

The Company’s financial instruments are classified into the following categories: 
 

 

  October 31, October 31, 
  2016 2015 

(Unaudited) 
 Level Carrying 

Value 
Fair  

Value 
Carrying 

Value 
Fair Value 

          
Cash 1 $ - $ - $ 222 $ 222 
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9. Management of Capital Risk 
 

The Company manages its cash and cash equivalents, common shares and preferred shares as 
capital. The Company’s objectives when managing capital are to safeguard the Company’s ability to 
continue as a going concern in order to pursue a Health Canada license under the MMPR and to 
maintain a flexible capital structure which optimizes the costs of capital at an acceptable risk. 
 
The Company manages the capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust the 
capital structure, the Company may attempt to issue new shares, issue new debt, acquire or dispose 
of assets or adjust the amount of cash and cash equivalents. 
 
In order to facilitate the management of its capital requirements, the Company prepares annual 
expenditure budgets that are updated as necessary depending on various factors, including 
successful capital deployment and general industry conditions. The annual and updated budgets are 
approved by the Board of Directors. 
 
In order to maximize ongoing development efforts, the Company does not pay out dividends. The 
Company’s investment policy is to invest its short-term excess cash in highly liquid short-term 
interest-bearing investments with maturities 90 days or less from the original date of acquisition, 
selected with regards to the expected timing of expenditures from continuing operations. 
 
Management considers its approach to capital management approach to be appropriate given the 
relative size of the Company.  There were no changes in the Company’s approach to capital 
management during the period. The Company is not subject to externally imposed capital 
requirements. 
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Umbral Energy Corp. 
Pro-Forma Consolidated Statements of Financial Position 
As at July 31, 2017 
(Stated in Canadian Dollars) 
(Unaudited) 

 
  PHYEINMED    

 
UMBRAL 

ENERGY INC. 
ACQUISITIONS 

INC. 
PRO-FORMA 

ADJUSTMENTS 
NOTE PRO-FORMA 

COMBINED 
          
Assets            
          
Current          

Cash $ 310,844 $ 20,738 $ (120,000) 3(a) $ 211,582 
GST receivable   3,699  20,115  -   23,814 
Prepaid expenses and deposits   183,857  -  -   183,857 
Marketable securities  170,000  -  -   170,000 
          

Total Current Assets  668,400  40,853  (120,000)   589,253 
          
Property and equipment  -  6,449  -   6,449 
Investment in joint venture and advances   701,124  -  (701,124) 3((b)(c)(d)  - 
Goodwill  -  -  2,506,728 3(a)  2,506,728 
          
Total Assets $ 1,369,524 $ 47,302 $ 1,685,604  $ 3,102,430 

          
Liabilities          
          
Current          

Accounts payable and accrued liabilities $ 172,685 $ 40,247 $ -  $ 212,932 
Provision for flow-through liability   69,927  -  -   69,927 
Due to related parties   100,578  543,971  (521,964) 3(d)  122,585 
          

Total Liabilities  343,190  584,218  (521,964)   405,444 
          

Equity    
 

 
 

 
 

  
          
Share Capital   8,075,238  5,510  659,490 3(a)  8,740,238 
Share-based Payment Reserve  550,738  -  190,430 3(a)  741,168 
Share subscriptions receivable   193,200  -  -   193,200 
Shares issuable  -  -  960,000 3(a)  960,000 
Accumulated other comprehensive income  20,000       20,000 
Deficit   (7,812,842)  (542,426)  531,877 3(b)  (7,823,391) 
  1,026,334  (536,916)  2,341,797   2,831,215 
Portion attributable to non-controlling interest  -  -  (134,229) 3(a)  (134,229) 
          
Total Shareholders’ Equity (Deficit)  1,026,334  (536,916)  2,207,568   2,696,986 
          
Total Liabilities and Equity $ 1,369,524 $ 47,302 $ 1,685,604  $ 3,102,430 

          
 
 

 
 
 
 
 
 

 
 
 

The accompanying notes are an integral part of these pro-forma consolidated financial statements 
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Umbral Energy Corp. 
Pro-Forma Consolidated Statements of Loss and Comprehensive Loss 
For the Three Months Ended July 31, 2017  
(Stated in Canadian Dollars) 
(Unaudited) 

 
  PHYEINMED  NOTE  

 
UMBRAL 

ENERGY INC. 
ACQUISITIONS 

INC. 
PRO-FORMA 

ADJUSTMENTS 
 PRO-FORMA 

COMBINED 
         

General and Administrative Expenses 
  

  
   

  
Advertising, travel, and promotion $ 17,068 $ - $ -  $ 17,068 
Consulting fees  130,517  84,048  -   214,565 
Management fees   15,000  -  -   15,000 
Office expense and miscellaneous  1,617  3,501  -   5,118 
Professional fees   4,391  3,084  -   7,475 
Regulatory fees  1,757  -  -   1,757 
Shareholder communications  4,984  -  -   4,984 
Stock based compensation   278,662  -  -   278,662 
Transfer agent and shareholder information  8,596  -  -   8,596 
Travel and promotion  -  7,227  -   7,227 

          
Loss Before Other Expenses  (462,592)  (97,860)  -   (560,452) 
          
Other Expenses          

Equity loss on investment in joint venture   (38,380)  -  (10,549) 3(b)  (48,929) 
Loss on sale of mineral properties  45  -  -   45 

          
Total Other Expenses  (38,335)  -  (10,549)   (48,884) 
          
Net Loss for the Period   (500,927)  (97,860)  (10,549)   (609,336) 
          
Other Comprehensive Income (Loss)          

Gain (loss) on available-for-sale investment  (60,000)  -  -   (60,000) 
          
Net Loss and Comprehensive Loss For The 
Year 

 
$ (560,927) $ (97,860) 

 
$ (10,549) 

 
$ (669,336) 

          
          
Basic and Diluted Loss Per Share         $ (0.01) 

          
Weighted Average Number Of Shares 
Outstanding (Note 5) 

 
   

   
 86,991,972 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The accompanying notes are an integral part of these pro-forma consolidated financial statements. 
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Umbral Energy Corp. 
Pro-Forma Consolidated Statements of Loss and Comprehensive Loss 
For the Nine Months Ended July 31, 2017  
(Stated in Canadian Dollars) 
(Unaudited) 

 
  PHYEINMED  NOTE  

 
UMBRAL 

ENERGY INC. 
ACQUISITIONS 

INC. 
PRO-FORMA 

ADJUSTMENTS 
 PRO-FORMA 

COMBINED 
         

General and Administrative Expenses 
  

  
   

  
Advertising, travel, and promotion $ 100,793 $ - $ -  $ 100,793 
Consulting fees  337,864  127,818  -   465,682 
Management fees   60,390  -  -   60,390 
Office expense and miscellaneous  3,482  3,708  -   7,190 
Professional fees   27,054  3,336  -   30,390 
Regulatory fees  7,497  -  -   7,497 
Shareholder communications  15,784  -  -   15,784 
Stock based compensation   744,972  -  -   744,972 
Transfer agent and shareholder information  12,952  -  -   12,952 
Travel and promotion  -  7,227  -   7,227 

          
Loss Before Other Expenses  (1,310,788)  (142,089)  -   (1,452,877) 
      -    
Other Expenses          

Equity loss on investment in joint venture   (60,495)  -  (10,549) 3(b)  (71,044) 
Loss on sale of mineral properties  (69,051)  -  -   (69,051) 

      -    
Total Other Expenses  (129,546)  -  (10,549)   (140,095) 
          
Net Loss for the Period   (1,440,334)  (142,089)  (10,549)   (1,592,972) 
          
Other Comprehensive Income (Loss)          

Gain on available-for-sale investment  20,000  -  -   20,000 
          
Net Loss and Comprehensive Loss For The 
Year 

 
$ (1,420,334) $ (142,089) 

 
$ (10,549) 

 
$ (1,572,972) 

          
          
Basic and Diluted Loss Per Share         $ (0.02) 

          
Weighted Average Number Of Shares 
Outstanding (Note 5) 

 
   

   
 86,991,972 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The accompanying notes are an integral part of these pro-forma consolidated financial statements. 
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1.    Proposed Transaction  

Umbral Energy Inc. (“Umbral”) and PhyeinMed Acquisitions Inc. (“PhyeinMed”) have entered into a share 
purchase agreement (the “Transaction”), which closed on August 18, 2017, whereby Umbral will acquire a 
25% interest in PhyeinMed in consideration of the following: 

• cash of $120,000; 

• issuance of 7,000,000 common shares of the Company. The shares are subject to a four 
month hold period until December 19, 2017, and are also subject to a voluntary escrow 
period pursuant to which 10% of the common shares were released immediately and an 
additional 15% of the common shares will be released every six months from the closing date; 

• issuance of an additional 4,000,000 common shares upon final award of an ACMPR production 
license; 

• granted 2,000,000 stock options to the President of PhyeinMed to acquire up to 2,000,000 
c o m m o n  shares at an exercise price of $0.10 per common share until August 16, 2022; 

• awarded 2,400,000 restricted stock units (“RSU’s”) to the president of PhyeinMed and an 
additional 1,600,000 RSU’s to other eligible recipients. Half of the RSU’s vest immediately upon 
the grant date while the remaining RSU’s vest in 12 months from the grant date; and 

• commitment of up to an additional $3,000,000 to fund PhyeinMed’s efforts in the medical 
marijuana business. 

 

2. Basis of Presentation 

The unaudited pro forma consolidated financial statements of Umbral give effect to the Transaction as 
described above.  Prior to the Transaction, Umbral held a 50% interest in PhyeinMed which was treated as 
an equity investment.  With the additional 25% interest acquired as part of the Transaction, Umbral will hold 
a 75% interest in PhyeinMed which will result in control and treating PhyeinMed as a 75% owned subsidiary 
of Umbral.   

The pro forma consolidated financial statements are not intended to reflect the financial position that will 
exist following the Transaction, nor the statement of loss and comprehensive loss that may be obtained in 
the future. Actual amounts recorded when the Transaction closed will likely differ from those recorded in the 
pro forma consolidated financial statements. Any potential synergies that may be realized and integration 
costs that may be incurred upon consummation of the Transaction have been excluded from the pro forma 
consolidated financial statements. 

The pro forma consolidated financial statements are presented in Canadian dollars. The accompanying pro 
forma condensed consolidated financial statements have been compiled from and include: 

(a) An unaudited pro form consolidated statement of financial position as at July 31, 2017, combining the 
unaudited consolidated interim statement of financial position of Umbral as at July 31, 2017 with the 
unaudited interim statement of financial position of PhyeinMed as at August 18, 2017, giving effect to 
the transaction as if it occurred on August 18, 2017.  The transactions for Umbral for the period from 
August 1, 2017 to August 18, 2017 is not expected to be materially different than presented as at July 
31, 2017; and  

(b) An unaudited pro forma consolidated statement of loss and comprehensive loss combining the 
unaudited consolidated statement of loss and comprehensive loss of Umbral for the three and nine 
months ended July 31, 2017 with the unaudited statement of loss and comprehensive loss of 
PhyeinMed for the three and nine months ended August 18, 2017, giving effect to the Transaction as if 
it occurred on August 18, 2017.  The transactions for Umbral for the period from August 1, 2017 to 
August 18, 2017 are not expected to be materially different than presented as at July 31, 2017. 
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2. Basis of Presentation (continued) 

The unaudited pro forma consolidated statement of financial position and statements of loss and 
comprehensive loss have been presented on the above basis to ensure that the unaudited pro forma 
consolidated financial statements reflect the financial statements for a period that is no more than 93 days 
from Umbral’s period end, as required pursuant to pro forma presentation requirements contained in 
Canadian securities legislation. These unaudited pro forma consolidated financial statements have been 
prepared in accordance with International Financial Reporting Standards.  These pro forma financial 
statements do not contain all of the information required for annual financial statements. Accordingly, they 
should be read in conjunction with the most recent annual and interim financial statements Umbral. The 
accounting policies used in the preparation of the pro forma financial statements are those set out in the 
audited financial statements of Umbral for the year ended October 31, 2016.  In preparing the pro forma 
financial statements, a review was undertaken to identify differences between Umbral’s accounting policies 
and those of PhyeinMed that could have a material impact of the pro forma financial statements.  No 
material differences were noted. On closing of the Transaction, PhyeinMed adopted the accounting policies 
set out in Umbral’s financial statements. The pro forma adjustments and allocations of the purchase price of 
PhyeinMed by Umbral as a 75% owned subsidiary is based in part on estimates of the fair value of the 
assets acquired and liabilities assumed.  The final allocation will be completed after asset and liability 
valuations are finalized.  The final valuation will be based on the actual assets and liabilities of PhyeinMed 
that exists as of the date of completion of the acquisition.   

 

3. Pro-Forma Adjustments and Assumptions 

The pro-forma consolidated financial statements incorporate the following assumptions: 

(a) As consideration for the acquisition of the additional 25% interest in PhyeinMed, Umbral paid $120,000, 
issued 7,000,000 common shares, granted 2,000,000 stock options to the President of PhyeinMed, will 
issue 4,000,000 additional common shares upon final award of an ACMPR production license, and 
awarded 2,400,000 restricted stock units. 

The preliminary allocation of estimated consideration transferred is subject to change and is 
summarized as follows: 

 

 

 

 

  

  Purchase Price  
Capitalized equity investment of original 50% at date of acquisition $168,611 
Additional 25% Interest:  

Cash 120,000 
7,000,000 common shares 665,000 
2,000,000 stock options 190,430 
4,000,000 restricted stock units 380,000 
4,000,000 shares issuable for MMPR License 580,000 

Total Purchase Price $ 2,104,041 

  
Allocation of Purchase Price  
Cash $      20,738 
GST Receivable 20,115 
Property and Equipment 6,449 
Goodwill on acquisition 2,506,728 
Accounts Payable (40,247) 
Due to Related Parties (543,971) 
Portion relating to non-controlling interest  134,229 
 $ 2,104,041 
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3. Pro-Forma Adjustments and Assumptions (continued) 

(a) The pro forma adjustments and allocations of the estimated consideration transferred are based in part 
on estimates of the fair value of assets to be acquired and liabilities to be assumed. The final 
determination of the consideration transferred and the related allocation of the fair value of the 
PhyeinMed net assets to be acquired pursuant to the Transaction will ultimately be determined after the 
closing of the transaction. It is likely that the final determination of the consideration transferred and the 
related allocation of the fair value of the assets acquired and liabilities assumed will vary from the 
amounts present in the unaudited pro-forma condensed consolidated financial information and that 
those differences may be material. 

(b) The proportion of net loss attributed to Umbral for its 50% equity investment in PhyeinMed from August 
1 to 17, 2017 of $10,549; and  

(c) The elimination of the remaining equity investment portion of Umbral’s investment in PhyeinMed of 
$168,611; and 

(d) The elimination of intercompany advances between Umbral and PhyeinMed of $521,964 as at the date 
of the Transaction.   

 

4. Pro-Forma Share Capital 

As a result of the Transaction, the share capital as at July 31 2017, in the pro-forma financial statements is 
comprised of the following: 

Authorized: 

 Unlimited number of common shares without par value 

 
   Share-

based 
 

Share 
 

 Note 
Number of 

Shares 
Share 
Capital 

Payment 
Reserve 

Subscriptions 
Received 

Shares 
Issuable 

       Opening balance   79,991,972 $8,075,238 $550,738 $193,200 - 
       
Shares issued for 
Transaction 

3(a) 
7,000,000 665,000 - - - 

Fair value of stock 
options granted 

3(a) 
- - 190,430 - - 

Restricted stock units 
issuable 

3(a) 
- - - - 380,000 

Shares issuable upon 
approval of MMPR 
License  3(a) - - - - 580,000 
       Pro Forma Share 
Capital 

 
86,991,972 $8,740,238 $741,168 $193,200 $960,000 
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5. Pro-Forma Loss Per Share 

The following table sets forth the computation of pro forma basic and diluted loss per share for the three 
and nine months ended July 31, 2017: 

 Three months 
ended July 31, 

2017 

Nine months 
ended July 31, 

2017 
   
Numerator   

Pro-Forma net loss for the period $    (669,336) $     (1,572,972) 

   
Denominator   

Basic and Diluted – weighted average number of 
shares outstanding 86,991,972 86,991,972 

   
Pro-Forma Loss Per Share – Basic and Diluted $(0.01) $(0.02) 

 
 




