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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

 

This MD&A may contain “forward-looking information” within the meaning of Canadian securities legislation 
(“forward-looking statements”). These forward-looking statements are made as of the date of this MD&A and the 
Company does not intend, and does not assume any obligation, to update these forward-looking statements, except 
as required under applicable securities legislation. Forward-looking statements relate to future events or future 
performance and reflect Company management’s expectations or beliefs regarding future events. In certain cases, 
forward-looking statements can be identified by the use of words such as “plans”, “expects” or “does not expect”, 
“is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, or 
“believes”, or variations of such words and phrases or statements that certain actions, events or results “may”, 
“could”, “would”, “might” or “will be taken”, “occur” or “be achieved” or the negative of these terms or comparable 
terminology. In this document, certain forward-looking statements are identified by words including “may”, 
“future”, “expected”, “intends” and “estimates”. By their very nature forward-looking statements involve known 
and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements 
of the Company to be materially different from any future results, performance or achievements expressed or 
implied by the forward-looking statements. The Company provides no assurance that forward-looking statements 
will prove to be accurate, as actual results and future events could differ materially from those anticipated in such 
statements. Accordingly, readers should not place undue reliance on forward-looking statements. 

Certain forward-looking statements in this MD&A include, but are not limited to the following: 
 
• the Company’s expansion plans;  
• its expectations regarding production capacity and production yields; and  
• the expected demand for products and corresponding forecasted increase in revenue. 
 

The above and other aspects of the Company’s anticipated future operations are forward-looking in nature and, as 
a result, are subject to certain risks and uncertainties. Although the Company believes that the expectations reflected 
in these forward-looking statements are reasonable, undue reliance should not be placed on them as actual results 
may differ materially from the forward-looking statements. Such forward-looking statements are estimates 
reflecting the Company's best judgment based upon current information and involve a number of risks and 
uncertainties, and there can be no assurance that other factors will not affect the accuracy of such forward-looking 
statements. Such factors include but are not limited to the Company’s ability to obtain the necessary financing and 
the general impact of financial market conditions, the yield from marihuana growing operations, product demand, 
changes in prices of required commodities, competition, government regulations and other risks. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS  
 
DESCRIPTION OF BUSINESS  
 
This Management’s Discussion and Analysis (“MD&A”) is dated November 28, 2019. The following MD&A of 
Pure Global Cannabis Inc. (“Pure”, “Pure Global” or the “Company”) should be read in conjunction with the 
Company’s audited consolidated financial statements and the notes thereto for the years ended December 31, 2018 
and 2017, which are prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued 
by the International Accounting Standards Board (“IASB”) and Interpretations of the IFRS Interpretations 
Committee (“IFRIC”). 

This document is intended to assist the reader in better understanding operations and key financial results as of the 
date of this MD&A. The audited consolidated financial statements and this MD&A have been approved by its Board 
of Directors. 

All dollar amounts referred to in this MD&A are expressed in Canadian dollars except where indicated otherwise.  

The Company was incorporated in March 2011 in British Columbia and was operating as Royal Sapphire Inc. 
(“Royal Sapphire”). On May 17, 2018 PureSinse Inc. (“PureSinse”) and Royal Sapphire entered into definitive 
agreements to carry out a three-cornered amalgamation or business combination for the purpose of effecting a 
reverse take-over of Royal Sapphire by PureSinse (the “Transaction”).  The Transaction was completed on July 9, 
2018.  Shortly before the completion of the Transaction, the Company consolidated its capital on a one new for two 
old basis. The Company changed its name to Pure Global Cannabis Inc. on July 6, 2018. The Company’s newly 
formed subsidiary 2627000 Ontario Inc. amalgamated with PureSinse Inc. with shareholders of PureSinse Inc. 
receiving shares of the Company on a 1:1 basis in exchange for PureSinse Inc. shares. A new board and new 
management assumed control of the Company on July 11, 2018, and the shares of the Company resumed trading 
on the TSX Venture Exchange under the new trading symbol “PURE”. 
 
As a result of the reverse takeover transaction, the consolidated financial results of the combined entities are issued 
under the legal parent, Pure Global Cannabis Inc. (Formerly Royal Sapphire Inc.), but are considered a continuation 
of the financial statements of the legal subsidiary and accounting acquirer, PureSinse Inc. 
 
The Company is a “reporting” company in the provinces of British Columbia, Alberta and Ontario.  The Company’s 
three wholly owned subsidiaries are PureSinse Inc., 237A Advance Inc., 237B Advance Inc. and SPRQ Health 
Group Corp. o/a Spark (“Spark”). 
 
PureSinse Inc. was incorporated under the Business Corporations Act (Ontario) on March 10, 2014 under the name 
“MediSinse Inc.”. On August 26, 2014, MediSinse Inc. filed articles of amendment to change its name to “PureSinse 
Inc.”. 
 
237A Advance Inc. and 237B Advance Inc. were incorporated in July 2018 and September 2018, respectively. 
 
On January 29, 2019, the Company, through its subsidiary PureSinse, acquired all of the issued and outstanding 
shares of SPRQ Health Group Corp. (“SPARK”), a Brampton-based cannabis clinic helping patients to obtain safe 
access to medical cannabis with in-clinic, telephone, and telehealth-based consultations. Pursuant to the share 
purchase agreement, the Company paid $100,000 in cash and issued 480,000 common shares of the Company to 
the vendor at $0.25 per share amounting to $120,000. The Company will contingently issue a maximum of 
1,120,000 additional common shares of the Company, upon SPARK achieving certain operational milestones, at a 
share price a day prior to the closing date amounting to $280,000. 
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The contingent consideration of shares has been classified as equity, as the number of shares to be issued has been 
fixed based on the Company’s share price a day prior to the closing date. Management assessed the probability of 
the issuance of the contingent shares to be highly probable. The fair value of the contingently issuable shares is 
estimated at $280,000 

 

The purchase price has been provisionally allocated as follows: 

 

 

On June 5, 2019, the Company acquired all of the issued and outstanding shares of the Great Canadian Hemp 
Company Ltd. (“GCHC”), Ottawa-based life sciences and consumer products company that creates organic vegan 
hemp-based, all-natural products for skin and hair, and promotes sustainability, organic beauty, and mindfulness.  
Pursuant to the share purchase agreement, the consideration is payable $60,000 in cash and 2,500,000 common 
shares of the Company. These shares are held in escrow and will be released based on a 18 month share release 
schedule. 

 

The purchase price has been provisionally allocated as follows: 

 

The registered head office of the Company and PureSinse is located at 418-2095 Lake Shore Blvd. W., Toronto, 
Ontario, M8V 4G4.  

On November 13, 2014, PureSinse submitted its application to become a Licensed Producer, as such term is defined 
under the Access to Cannabis for Medical Purposes Regulations (“ACMPR”). On December 28, 2017, PureSinse 
was issued a production licence under the ACMPR which allows PureSinse to produce, provide, possess, ship, 
transport, deliver and destroy dried cannabis (the “PureSinse Licence”). Now, PureSinse is a licensed producer 
under the Cannabis Act. The PureSinse Licence is currently set to expire on December 28, 2020. However, the 
PureSinse License is renewable unless licensing criteria not met or fees are not paid. 

On January 11, 2019, PureSinse was granted a sales license under the Cannabis Act. This license qualifies PureSinse 
to supply and sell cannabis products to medical patients, the legal adult markets, and the many local and international 
markets opening up for psychoactive and non-psychoactive cannabidiol (“CBD”) products. PureSinse commenced 
selling products into medical consumer market in January 2019 via its newly launched eCommerce website. 
 

Consideration Amount ($)
Cash 100,000          
480,000 common shares at a value of $0.25 per share 120,000          
Contingently issuable 1,120,000 common shares at a value of $0.25 per share 280,000          

500,000          
Net liabilities assumed 3,031              
Provisional amount allocated to Goodwill 503,031          

Consideration Amount ($)
Cash 60,000            
2,500,000 common shares at a value of $0.115 per share 287,500          

347,500          
Net liabilities assumed 1,145              
Provisional amount allocated to Goodwill 348,645          
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On September 8, 2019, PureSinse received approval from Health Canada for its license amendment allowing for 
the sale of cannabis oil products including high cannabidiol (“CBD”) and premium craft cultivars that will become 
available soon for medical and legal adult patients.  This licensing has allowed the Company to significantly expand 
its product offering to the medical and consumer market with oils and post-derivative cannabis products, which are 
seeing growing demand. Oils and post-derivatives will be deployed throughout the Company’s brand eco-systems, 
especially as edibles and post-derivative products regulations come into being this fall. This will enable the 
Company to significantly expand consumer sales through higher margin products. 
 
On October 22, 2019, PureSinse received approval from Health Canada for an amendment to its processing license 
to allow the sale of extracts, topicals, and edibles to medical and legal adult consumer markets. This license allows 
PureSinse: to possess cannabis, to obtain dried cannabis, cannabis plants or cannabis plant seeds by cultivating, 
propagating and harvesting cannabis, to sell cannabis in accordance with Subsection 11(5) of the Cannabis 
Regulations for the purpose of testing, to obtain cannabis by altering its chemical or physical properties by any 
means, to produce cannabis, other than obtain it by cultivating, propagating or harvesting it, to sell cannabis, and to 
sell cannabis products in accordance with certain provisions of the Cannabis Regulations. Management plans to 
start cultivating immediately. 
 
On September 19, 2019, the Company entered into a Joint Operating Agreement (the “Agreement”) with KMT-
Hansa Corp. (“KMT”). Pursuant to the terms of the Agreement, the Company will act as KMT’s management and 
development partner with respect to the facility design, deployment, processing, extraction, cultivation, 
manufacturing and sales of hemp derived Cannabinoid products (“CBD”), Cannabinoid and hemp related products, 
which are allowable under Chinese law, on the Company’s holdings in the province of Yunnan (“Yunnan Project”).  
In Company’s role as a management and development partner, Pure Global will be responsible for the following: 

 

(i) Providing the know-how and expertise to design and management the development and deployment of 
the Yunnan Project; 

(ii) Furnishing technical assistance pertaining to the production of industrial hemp and related products, 
including design and executing the industrial hemp production and extraction processes; 

(iii) Managing the day-to-day operations and ongoing cultivation, extraction, production, manufacturing 
and sales activities in connection with the Yunnan Project; and 

(iv) Securing and maintaining a license to import the products into Canada, and international jurisdictions 
outside Canada. 

 

In connection with the Agreement, the Company is entitled to receive 30% of the net profits derived from activities 
of the Yunnan Project. Pure Global has been granted, at a reasonable market price, the right of first refusal to (i) 
sell and distribute products manufactured in connection with the Yunnan Project (ii) buy all products manufactured 
in connection with the Yunnan Project for re-packaging, development, manufacturing, sales and distribution in 
Canada and (iii) buy raw materials produced in connection with the Yunnan Project. 

 
On November 19, 2019, the Company entered into an investment agreement (the “Investment Agreement”) with 
Alumina Partners (Ontario) Ltd. (“Alumina”). Pursuant to the Investment Agreement, Alumina agreed to subscribe 
in tranches over a period of twenty four months from the date of the Investment Agreement for up to $8,000,000 of 
units in a series of private placement offerings. Each unit consists of one common share and one common share 
purchase warrant (“Unit”). Upon the Company achieving the milestone of $32,000,000 market capitalization, this 
increases by an additional $20,000,000 to a total commitment of $28,000,000. The price per share of the common 
shares purchased by the Investor in each Placement will be at a discount of between 15% and 25% to the Market 
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Price of the common shares subject to the maximum aggregate discount cap mandated by the exchange. Each 
warrant will have an exercise price between 30% to 50% premium to the market price depending on the share price 
at the time of issuance with a 40 month expiration, subject to certain accelerated expiry conditions. 
 
Subsequent to September 30, 2019, the Company and Alumina entered into a subscription agreement (the 
“Subscription Agreement”) pursuant to which the Company agreed to sell, and Alumina agreed to purchase 
2,778,778 Units of the Company for a total consideration of $197,916 at a price of $0.07125 per Unit. Each Unit is 
comprised of one common share in the capital of the Company and one warrant to acquire a Common Share at an 
exercise price of $0.1235 for a period of 40 months from the date of issuance, subject to certain acceleration rights 
available to the Company. 
 
On November 22, 2019, Alumina and a shareholder and the Company executive (the “Lender”) entered into a 
securities loan agreement in the form and content agreed to by Alumina and the Lender pursuant to which the Lender 
has agreed to lend Alumina 2,777,778 free trading non-restricted Common Shares (herein the “Loaned Securities”) 
of the Company. The Loaned Securities will be repaid with 2,777,778 Common Shares from the 2,777,778 Common 
Shares underlying the units subscribed for by Alumina. In connection with the subscription of above 2,777,778 units 
and the securities loan agreement, Alumina will direct the Company to issue one-half (1/2) of the total amount of 
warrants subscribed for by the Company to the Lender. 
 
 
OVERALL PERFORMANCE AND RESULTS OF OPERATIONS   
 
On July 5, 2018, the Company completed the transaction with PureSinse and changed its business from an 
exploration and evaluation company to an industrial company. 
 
Operations 
 
Pure Global Cannabis Inc. is an innovation-based cannabis Company led by experienced pharma, biotechnology, 
horticultural, consumer packaged goods (“CPG”), and supply chain experts. The Company's wholly owned 
subsidiary, PureSinse Inc., is a licensed producer under the Cannabis Act. The Company's Brampton campus houses 
facilities for vertically farmed cultivation, R&D, extraction, manufacturing, and distribution. The Company will 
produce branded and white-labeled cannabis products for the medical, pharmaceutical, wellness, health & beauty, 
natural health, food & beverage, and recreational legal markets with uniquely formulated and purified concentrates. 
The Company is using the Canadian market as a springboard to develop and manufacture GMP-compliant cannabis 
products for international sale and distribution with a goal to become one of the most trusted premium international 
cannabis brands. 
 
PureSinse's main site is an 18,000-square-foot facility, which it plans to use as a hub for cultivation, processing, 
production, R&D (research and development) and distribution, located near the heart of the Greater Toronto Area 
in Brampton Ontario. Phase 2 & Phase 3 construction of Pure’s approximately 50,000 square foot manufacturing 
facility is expected to include automated processing and controlled growth cultivation systems that feature the 
Company’s vertical farming methods. This proprietary vertical farming system enables the facility to grow a canopy 
multiple times greater than traditional indoor growing methods, exponentially increasing potential yield from the 
same square footage, without the use of pesticides or herbicides. Upon completion of Pure’s Brampton production 
facilities, the Company is anticipated to have a production capacity of 15,000 kilograms of dried flower and over 
5,000 kilograms of Cannabinoid distillates or extracts per year. The Company will also have the capability to 
manufacture and package dried flower, vape pens, oils, tinctures, topicals, capsules, pre-rolls, edibles, cosmetics, 
and pet products. 
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Reverse Takeover Transaction 

On March 16, 2018, the Company entered into an arm's-length letter of intent with PureSinse Inc. pursuant to 
which the Company and PureSinse completed a business combination resulting in the reverse take-over of the 
Company by PureSinse (the “Transaction”). 

The Transaction involved:  
i) A consolidation of the Company’s shares on a 2:1 basis  
ii) The Company changing its name to Pure Global Cannabis Inc.  
iii) The newly incorporated wholly owned subsidiary of the Company, 2627000 Ontario Inc. (Subco), 

amalgamating with PureSinse  
iv) The holders of the issued and outstanding common shares of PureSinse receiving one common share 

in the capital of the Company for each PureSinse share held, and which resulted in PureSinse 
becoming a wholly owned subsidiary of the Company. 

v) The holders of the outstanding share purchase warrants and stock options of PureSinse receiving one 
share purchase warrant and stock option of the Company for each share purchase warrant and stock 
option held 

vi) A new board and management took control of the Company 
vii) The Company’s shares resuming trade on the TSXV as of July 11, 2018 

 
The Transaction also involved a financing of subscription receipts at a price of 33 cents per subscription receipt, for 
minimum aggregate gross proceeds of $9 million. Each subscription receipt converted into one post-consolidation 
Company share immediately prior to the completion of the Transaction. In addition, PureSinse completed a 
financing of $2-million unsecured convertible notes, which automatically converted into post-consolidation 
Company shares at 33 cents per Company share upon completion of the Transaction. 

Use of proceeds were to expand capacity of the PureSinse facility, to finance future growth opportunities and for 
working capital purposes of the cannabis business operations. 

On closing of the Transaction, the board of directors of the Company reconstituted to consist of five board members 
including Chandra Panchal (Chair), Malay Panchal, Albert Beraldo, Brian O’Neill and Jane E. Pagel, and the 
management was replaced by that of PureSinse. 

On October 16, 2019, Brian O’Neill resigned as a director of the Company.  As a result, the Company current has 
four directors. 

 
Summary of Recent Historical Quarterly Results 
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As a result of the reverse takeover transaction the quarterly financial results presented above are that of the 
accounting acquirer, PureSinse Inc. and Pure Global results have been included from July 9, 2018 onwards.  237A 
Advance Inc.’s results have been included from its date of incorporation on July 12, 2018.  237B Advance Inc.’s 
results have been included from its date of incorporation on November 19, 2018. SPARK’s results have been 
included from the date of acquisition by the Company on January 28, 2019. GCHC’s results have been included 
from the date of acquisition by the Company from June 6, 2019 onwards. 
 
Overview of Key Quarterly Financial and Operating Results 
 

The Company currently does not generate significant sales and relies on external financings to generate capital. As 
a result, the Company has continued to incur losses since its inception including for the three and nine months ended 
September 30, 2019. 

  

The Company's ability to continue operations and fund its products development is dependent on management's 
ability to attain profitable operations and/or secure additional financing. Management is actively pursuing such 
additional sources of financing, and there can be no assurance it will be able to secure additional financing required 
for its operations. Accordingly, these factors indicate material uncertainties that may cause significant doubt as to 
the Company’s ability to continue as a going concern. The Company is considering various financing options to 
funds its operations. On November 19, 2019, the Company entered into an Investment Agreement with Alumina 
Partners (Ontario) Ltd to raise capital as noted above. 

 
During the three months ended September 30, 2019, Pure Global incurred a net loss and comprehensive loss of 
$2,782,654 (2018 - $18,031,918).  
 
The total revenue and cost of sales during the three months ended September 30, 2019 was $248,247 (2018 - $Nil) 
and $279,231 (2018 - $Nil), respectively. The Company also recognized $71,549 (2018 - $Nil) in net realizable 
value reduction to inventory during the three months period ended September 30, 2019. 
 
The reduction in net loss during the three months ended September 30, 2019 was mainly due a reduction in 
management bonus to $Nil (2018 - $866,853), consulting fees of $177,878 (2018 - $373,239), share based 
compensation expense of $106,888 (2018 - $260,396), professional fees of $42,064 (2018 - $148,242), marketing 
and promotion of $60,456 (2018 - $102,102), investor relations expense of $77,004 (2018 - $166,609) and listing 
expense of $Nil (2018 - $15,129,929).  
 
The reduction in loss due to the above expenses was partially offset by an increase in salaries and wages of 
$1,210,890 (2018 - $504,192), occupancy costs of $137,232 (2018 - $67,586), general and administrative expense 
of $435,986 (2018 - $307,386), depreciation and amortization expense of $201,457 (2018 - $32,765), accretion 
expense of $132,440 (2018 - $31,055), interest expense of $125,225 (2018 - $41,564).  The net loss during the three 
months ended September 30, 2019 was also reduced by an investment tax credit refund amounting to $32,155 (2018 
- $Nil). 
 
During the nine months ended September 30, 2019, Pure Global incurred a net loss and comprehensive loss of $8,930,564 
(2018 - $21,084,160).   
 
The total revenue and cost of sales during the nine months ended September 30, 2019 was $1,279,509 (2018 - $Nil) and 
$1,571,406 (2018 - $Nil), respectively.  The Company also recognized $71,549 (2018 - $Nil) in net realizable value 
reduction to inventory during the nine months period ended September 30, 2019.  Revenue during the three month 
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period ended September 30, 2019 declined in comparison to revenue during the three month period ended June 30, 
2019 as the Company was unable to secure financing to purchase inventory required to implement its sales goals. 
 
The reduction in net loss during the nine months ended September 30, 2019 was mainly due to a reduction in 
management bonus to $Nil (2018 - $1,733,706), share based compensation expense of $474,541 (2018 - $914,143), 
professional fees of $396,994 (2018 - $631,458), and listing expense of $Nil (2018 - $15,129,929).   
 
The reduction in loss due to the above expenses was partially offset by an increase in salaries and wages of 
$3,354,755 (2018 - $1,022,186), occupancy costs of $414,389 (2018 - $197,337), consulting fees of $579,303 (2018 
- $500,337), general and administrative expense of $1,033,221 (2018 - $386,194), marketing and promotion expense 
of $727,398 (2018 - $142,284), investor relations expense of $578,576 (2018 - $196,653), depreciation and 
amortization expense of $459,697 (2018 - $103,546), accretion expense of $421,327 (2018 - $51,354), interest 
expense of $400,647 (2018 - $75,033), deferred tax expense of $84,188 (2018 - $Nil). The loss during the nine 
months ended September 30, 2019 was reduced by investment tax credit and provincial innovation tax credits 
amounting to $357,917 (2018 - $Nil). 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
The Company has a history of operating losses and of negative cash flows from operations. The Company will 
remain reliant on capital markets for future funding to meet its ongoing obligations. 
 
The Company's ability to continue operations and fund its products development is dependent on management's 
ability to attain profitable operations and/or secure additional financing. Management is actively pursuing such 
additional sources of financing, and there can be no assurance it will be able to secure additional financing required 
for its operations. Accordingly, these factors indicate material uncertainties that may cause significant doubt as to 
the Company’s ability to continue as a going concern. 
 
As at September 30, 2019 the Company had negative working capital of $5,462,007, consisting of cash and cash 
equivalents in the amount of $146,100, accounts receivable of $95,527, sales tax recoverable of $356,319, inventory 
of $1,540,998, prepaid expenses and deposits of $271,324, net of accounts payable and accrued liabilities of 
$2,882,275 and mortgage payable of $4,990,000.  
 
On July 19, 2018, the Company obtained financing by way of a vendor take-back first mortgage (the “237A 
Mortgage”) in the amount of $2,990,000 as part of the purchase of the 237A Advance Blvd property. The 237A 
Mortgage bears interest at the rate of 7% per annum, calculated quarterly, not in advance, repayable in monthly 
installments of interest only, maturing on July 19, 2019. The mortgage is secured by a first charge on the respective 
property. The Company renewed the mortgage for a one year term bearing interest at the rate of 9% per annum, 
repayable in monthly installments of interest only, maturing on July 19, 2020. As per the renewed terms, the 
Company was required to make a one-time principal payment on October 19, 2019 in the amount of $500,000, 
resulting in a reduction of the principal amount to $2,490,000. The Company is in the process of arranging funds to 
make this payment.  

On November 26, 2018, the Company obtained financing by way of a vendor take-back first mortgage (the “237B 
Mortgage”) in the amount of $2,000,000 as part of the purchase of the 237B Advance Blvd. property.  The 237B 
Mortgage bears interest at the rate of 7.5% per annum, calculated quarterly, not in advance, repayable in monthly 
installments of interest only, maturing on November 26, 2019. The mortgage is secured by a first charge on the 
respective property. The lender has agreed to renew the 237B Mortgage, open for a one year term, at the rate of 
10% per annum repayable in monthly payments of interest only, maturing on November 26, 2020.  
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The Company believes that the current capital resources are not sufficient to pay overhead expenses for the next 
twelve months and is currently seeking additional funding to fund its overhead expenses and its continuous search 
for other business opportunities.  The Company will continue to monitor the current economic and financial market 
conditions and evaluate their impact on the Company’s liquidity and future prospects.   
 
During the nine months ended September 30, 2019, the Company had $3,659,233 (2018 - $4,404,381) net cash flow 
used in operating activities attributable to the purchase of inventory, the changes in non-working capital, and 
expenditures incurred during the period to prepare the Company for its market readiness. 
 
During the nine months ended September 30, 2019, the Company used a total cash of $3,924,202 (2018 - 
$2,632,067) in investing activities including SPARK and GCHC acquisitions, building improvements, 
furniture and fixtures, equipment, computer hardware, security system, system software and website 
development. These amounts were invested by the Company to be ready for the next stage of its operations. 

 
As at September 30, 2019, there was a decrease in cash and cash equivalents of $7,591,035 from December 31, 
2018.  
 
As at September 30, 2019, the Company had accumulated a deficit of $34,989,200 since inception (December 31, 
2018 – $26,058,636).  
 
As at December 31, 2017, the Company had two convertible promissory notes payable with a face value of $500,000 
and fair value of $441,332, interest and principal repayable on August 31, 2019. On January 31, 2018, the principal 
and accrued interest amount totaling to $510,973 was converted to equity. The Company issued 1,824,905 share 
units upon the conversion of the convertible promissory note.  Each unit comprised of a common share and one half 
warrant exercisable at $0.50 per common share expiring 18 months from the date of conversion 
 
On July 9, 2018, a convertible debenture issued on April 27, 2018 for cash proceeds of $2,013,000 was converted 
into 6,190,822 units at $0.33 per unit, determined based on the face value of the debt and interest. The carrying 
value of convertible debenture amounting to $2,011,954 including the equity portion of the convertible debenture 
included in contributed surplus in the amount of $262,480 was transferred to share capital upon conversion.   
 
On September 17, 2018, the Company received cash proceeds of $10,000,000 from the issuance of a convertible 
debenture. The debenture bears simple interest at 8% per annum and principal and interest payable on a semi-annual 
basis in September and December of each year until the earlier of conversion or maturity on September 17, 2021. 
The debenture is convertible into common shares of the Company at a conversion price of $0.35 at any time during 
the term of the debenture. 

Beginning January 18, 2019, the Company may force the conversion of the entire principal amount of the then 
outstanding debenture at the conversion price upon 30 days written notice if the daily volume weighted average 
price of the Company’s common shares exceeds $0.65 per share for 10 consecutive trading days. Concurrently with 
the debenture issuance, the lenders received 14,290,000 warrants exercisable at $0.45, expiring on September 17, 
2021.  

The convertible debenture was determined to be a compound instrument, comprising of a liability, conversion 
feature, and warrants. As the debenture is convertible into common shares, the liability and equity components are 
presented separately. The initial carrying amount of the financial liability was determined by discounting the stream 
of future payments of interest and principal at a market interest rate of 20%, which is estimated to be the borrowing 
rate available to the Company for similar instruments of debt having no conversion rights. Using the residual 
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method, the carrying amount of the conversion feature and the warrants issued is the difference between the 
principal amount and the initial carrying value of the financial liability. The equity component, and warrants are 
recorded in reserves in the statement of financial position.  

The Company incurred debt issuance costs of $763,297 related to the issuance of debenture. These transaction costs 
have been allocated to the liability and equity components of the debenture and warrants on their pro-rata fair values. 
The fair value of the debenture liability was deemed to be $7,019,498. The residual value of $2,217,205 was 
allocated to equity, which was offset by a deferred tax expense in the amount of $636,060, resulting in a net value 
of $1,581,145 attributed to the equity components (Note 15). The carrying value of the debenture amount, net of 
the equity components and the issuance cost have been accreted using the effective interest rate method over the 
term of the debenture, such that the carrying amount of the financial liability will equal the principal balance at 
maturity. 

During the nine months ended September 30, 2019, $2,785,000 convertible debentures were converted into 
7,957,139 common shares at $0.35 per share as a result of a partial conversion of the outstanding convertible 
debentures (Note 10(i)). The face value of remaining convertible debentures is $7,215,000 and fair value of the 
convertible debt liability is $5,716,381as at September 30, 2019. The equity portion of convertible debt was adjusted 
to $868,259 net of the impact of deferred tax liability of $74,640.  

Accretion interest expense of $168,440 was recorded for the three months ended September 30, 2019 (2018- 
$31,055) in the statements of operations and comprehensive loss, and accretion interest of $36,000 (2018-$Nil) was 
capitalized as property and equipment. 

Interest expense of $145,153 was recorded for the three months ended September 30, 2019 (2018- $41,564) in the 
statements of operations and comprehensive loss, and interest of $31,000 (2018-$Nil) was capitalized as property 
and equipment. 

Accretion interest expense of $528,827 was recorded for the nine months ended September 30, 2019 (2018- 
$51,354) in the statements of operations and comprehensive loss, and accretion interest of $107,500 (2018-$Nil) 
was capitalized as property and equipment. 

Interest expense of $470,157 was recorded for the nine months ended September 30, 2019 (2018- $75,033) in the 
statements of operations and comprehensive loss, and interest of $94,500 (2018-$Nil) was capitalized as property 
and equipment. 

On March 5, 2018, the Company issued 4,132,119 share units in settlement of cash consideration of $1,147,793. 
Each unit comprised of one common share and one half warrant exercisable at $0.50 per common share expiring 
18 months after the issuance. During the nine months ended September 30, 2018, the Company issued 27,900,000 
shares in settlement of cash consideration of $9,207,000. 
 
On April 2, 2018, the Company issued 3,095,904 common shares to an executive towards a management bonus for 
a consideration of $866,853, 107,993 common shares for services for a consideration of $30,238 and 40,100 shares 
for advisory services for a consideration of $7,218, issued 3,095,905 common shares to an executive towards a 
management bonus for a consideration of $866,853, issued 42,370,354 common shares for consideration of 
$13,982,217 as part of the reverse takeover transaction, issued 2,000,000 common shares for consideration of 
$660,000 to advisors for the completion of the reverse takeover transaction. 

On August 24, 2018, 325,398 stock options previously issued to an employee at an exercise price of $0.33 were 
forfeited. As a result, the Company has reversed the previously recorded stock-based compensation expense of 
$3,760. 

On October 31, 2018, the Company issued 140,000 stock options to various employees. Each option is exercisable 
at $0.33 per common share, vesting one-fifth over each anniversary date and expiring on October 31, 2025. The fair 
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value of options has been determined using the Black Scholes pricing model. The assumptions used in the option 
model included a risk-free interest rate of 2.41%, an estimated life of options of 5 years, a forfeiture rate of $Nil, an 
expected volatility of 100%, expected dividends of $Nil and a dividend yield of 0%. 

On October 31, 2018, 150,000 stock options previously issued to an employee at an exercise price of $0.39 were 
forfeited. As a result, the Company has reversed the previously recorded stock-based compensation expense of 
$3,664. 

On November 30, 2018, the Company issued 750,000 stock options to various employees. Each option is exercisable 
at $0.35 per common share, vesting one-fifth over each anniversary date and expiring on November 30, 2025. The 
fair value of options has been determined using the Black Scholes pricing model. The assumptions used in the 
option model included a risk-free interest rate of 2.20%, an estimated life of options of 5 years, a forfeiture rate of 
$Nil, an expected volatility of 100%, expected dividends of $Nil and a dividend yield of 0%. 

On January 9, 2019, 75,000 stock options previously issued to an employee at an exercise price of $0.33 were 
forfeited. As a result, the Company has reversed the previously recorded stock-based compensation expense of 
$1,699 

On March 31, 2019, the Company issued 50,000 stock options to an employee. Each option is exercisable at $0.35 
per common share, vesting one-fifth over each anniversary date and expiring on March 31, 2026. The fair value of 
options has been determined using the Black Scholes pricing model. The assumptions used in the option model 
included a risk-free interest rate of 2.20%, an estimated life of options of 5 years, a forfeiture rate of $Nil, an 
expected volatility of 100%, expected dividends of $Nil and a dividend yield of 0%. 

On April 30, 2019, the Company issued 255,000 stock options to an employee.  Each option is exercisable at $0.25 
per common share, vesting one-third over each anniversary date and expiring on March 31, 2012.  The fair value of 
options has been determine using the Black Scholes pricing model.  The assumptions used in the option model 
included a risk-free interest rate of 2.20%, an estimated life of options of 5 years, a forfeiture rate of $Nil, an 
expected volatility of 100%, expected dividends of $Nil and a dividend yield of 0%. 

During the three month period ended September 30, 2019, 273,333 stock options previously issued to employees at 
exercise prices ranging from $0.30 and $0.33 were forfeited. As a result, the Company reversed the previously 
recorded stock-based compensation expense of $18,114. 

During the nine month period ended September 30, 2019, 548,333 stock options previously issued to employees at 
an exercise prices ranging from $0.30 to $0.33 were forfeited. As a result, the Company reversed the previously 
recorded stock-based compensation expense of $36,257. 

The fair value of options expensed during the nine month period ended September 30, 2019 amounted to $474,541 
(2018 - $914,143) and has been included in share based compensation expense and share based payment reserve. 
The fair value of options expensed during the three month period ended September 30, 2019 amounted to $106,888 
(2018 - $260,396) and has been included in share based compensation expense and share based payment reserve. 

As at September 30, 2019, the Company had 13,706,667 stock options outstanding. 7,813,333 of these stock options 
were vested as at September 30, 2019. 

During the nine months ended September 30, 2019, 1,223,804 warrants were expired. The fair value of these 
warrants amounting to $55,713 was transferred from warrant reserve to contributed surplus. 

 

OFF-BALANCE SHEET ARRANGEMENTS  
 
The Company has no off-balance sheet arrangements at the time of this MD&A.  
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CONTRACTUAL OBLIGATIONS 
 
As of September 30, 2019, the Company lease for office space in Mississauga expires on November 30, 2019, and 
its lease for its Toronto office expiries in December 31, 2019. The Company’s future total monthly rental payments 
for these leased premises are approximately $119,000.  

 

RELATED PARTY TRANSACTIONS  
 
The balance owing to shareholder as at September 30, 2019 was $Nil (December 31, 2018 - $7,600) as 
disclosed in Note 9. Included in accounts payable are amounts owing to related parties in the normal course 
of business is $Nil as at September 30, 2019 (December 31, 2018 - $Nil).  
 
Key management personnel compensation for the nine month ended September 30, 2019 and 2018 was comprised of:  
 

 

The transactions noted above were measured at exchange amounts, which were agreed upon by the transacting 
parties.  
 
CRITICAL ACCOUNTING ESTIMATES 
 
The preparation of the Company’s consolidated financial statements in conformity with IFRS requires management 
to make judgments, estimates and assumptions that affect the reported amounts of assets and liabilities and the 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
income and expenses during the reporting period.  

Management’s best estimates concerning the future are based on the facts and circumstances available at the time 
estimates are made.  Management uses historical experience, general economic conditions and assumptions 
regarding probable future outcomes as the basis for determining estimates.  Estimates and their underlying 
assumptions are reviewed periodically, and the effects of any changes are recognized immediately.  Key areas 
where management has made estimates include equity transactions, income taxes, going concern, valuation of 
deferred tax assets and liabilities.  Actual results could differ from the estimates used.   
 

ACCOUNTING STANDARDS IMPLEMENTED IN 2019 

The following accounting standard came into effect commencing in the Company’s 2019 fiscal year: 

Leases 

In January 2016, the IASB issued IFRS 16 – “Leases” ("IFRS 16"), which replaces IAS 17 – “Leases”, and its 
associated interpretative guidance. IFRS 16 applies a control model to the identification of leases, distinguishing 
between a lease and a service contract on the basis of whether the customer controls the asset being leased. For 
those assets determined to meet the definition of a lease, IFRS 16 introduces significant changes to the accounting 
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by lessees, introducing a single, on-balance sheet accounting model that is similar to current finance lease 
accounting, with limited exceptions for short-term leases or leases of low value assets. Lessor accounting remains 
similar to current accounting practice. The standard is effective for annual periods beginning on or after January 
1, 2019, with early application permitted for entities that apply IFRS 15. There is no impact of adopting IFRS 16 
on the Company’s condensed interim consolidated financial statements. 

Uncertainty over income tax treatments  

IFRIC 23 clarifies the application of recognition and measurement requirements in IAS 12, Income taxes, when 
there is uncertainty over income tax treatments. It specifically addresses whether an entity considers each tax 
treatment independently or collectively, the assumptions an entity makes about the examination of tax treatments 
by taxation authorities, how an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused 
tax credits and tax rates, and how an entity considers changes in facts and circumstances. IFRIC 23 became 
effective for fiscal years beginning on or after January 1, 2019, with earlier application permitted. The Company 
has adopted this interpretation as of its effective date and has assessed no significant impact as a result of the 
adoption of this interpretation. 

SIGNIFICANT ACCOUNTING POLICIES  
 
The accounting policies applied by the Company in these Condensed Interim Consolidated Financial Statements 
are the same as those applied by the Company in its Consolidated Financial Statements for the year ended 
December 31, 2018 except for updates made to the following: 

(a) Revenue recognition 

The Company adopted the following revenue recognition standard and accounting policy in 2019. 
 

IFRS 15 – Revenue from contracts with customers (“IFRS 15”) 
 

Effective January 1, 2019, the Company adopted IFRS 15. IFRS 15 supersedes previous accounting standards 
for revenue, including International Accounting Standards IAS 18 – Revenue. 
 

IFRS 15 introduced a single model for recognizing revenue from contracts with customers. This standard 
applies to all contracts with customers, with only some exceptions, including certain contracts accounted for 
under other IFRSs. The standard requires revenue to be recognized in a manner that depicts the transfer of 
promised goods or services to a customer and at an amount that reflects the consideration expected to be 
received in exchange for transferring those goods or services.  
This is achieved by applying the following five steps: 
 

1. identify the contract with a customer; 

2. identify the performance obligations in the contract; 

3. determine the transaction price; 

4. allocate the transaction price to the performance obligations in the contract; and 

5. recognize revenue when (or as) the entity satisfies a performance obligation. 
 

Revenue from the sale of cannabis is recognized when the Company has transferred the significant risks and rewards 
of ownership to the customer, the amount of revenue can be reliably measured, and it is probable that the Company 
will receive the previously agreed upon payment. Significant risks and rewards are generally considered to be 
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transferred when the product leaves the Company’s premises. Revenue from providing services are recognized 
when the service is performed. Revenue is recognized at the fair value of the consideration received or receivable. 

(b) Business combinations 

 A business combination is a transaction or event in which an acquirer obtains control of one or more businesses 
and is accounted for using the acquisition method. The total consideration paid for the acquisition is the aggregate 
of the fair values of assets given, liabilities incurred or assumed, and equity instruments issued in exchange for 
control of the acquiree at the acquisition date. The acquisition date is the date where the Company obtains control 
of the acquiree. The identifiable assets acquired, and liabilities assumed are recognized at their acquisition date fair 
values, except for deferred taxes and share-based payment awards where IFRS provides exceptions to recording the 
amounts at fair value. Acquisition costs are expensed in the statement of operations and comprehensive income 
(loss). 

Contingent consideration, if any, is measured at its acquisition date fair value and included as part of the 
consideration transferred in a business combination. Contingent consideration that is classified as equity is not 
remeasured at subsequent reporting dates and its subsequent settlement is accounted for within equity. Contingent 
consideration that is classified as an asset or a liability is remeasured at subsequent reporting dates with the 
corresponding gain or loss being recognized in statement of operations and comprehensive income (loss). 

Non-controlling interest in the acquiree, if any, is recognized either at fair value or at the non-controlling interest’s 
proportionate share of the acquiree’s net assets, determined on an acquisition-by-acquisition basis. For each 
acquisition, the excess of total consideration, the fair value of previously held equity interest prior to obtaining 
control and the non-controlling interest in the acquiree, over the fair value of the identifiable net assets acquired, is 
recorded as goodwill. 

Certain fair values may be estimated at the acquisition date pending confirmation or completion of the valuation 
process. Where provisional values are used in accounting for a business combination, they may be adjusted 
retrospectively in subsequent periods. The measurement period is the period from the acquisition date to the date 
complete information about facts and circumstances that existed as of the acquisition date is received. However, the 
measurement period does not exceed one year from the acquisition date. 

 
DISCLOSURE CONTROLS AND PROCEDURES  
 
As at September 30, 2019, the Company carried out an evaluation of the effectiveness of its disclosure controls and 
procedures as required by Canadian securities laws.  Based on this evaluation, management has concluded that the 
Company’s disclosure control and procedures were effective to provide reasonable assurance that information 
required to be disclosed in the Company’s annual filings and interim filings and other reports filed or submitted 
under Canadian securities laws is recorded, processed, summarized and reported within the time periods specified 
by those laws, and that material information is accumulated and communicated to management as appropriate to 
allow timely decisions regarding required disclosure.  
 
The Company has designed internal controls over financial reporting to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles in Canada.  
 
The Company has a limited number of employees and therefore internal controls that rely on segregation of duties 
are not possible in some cases.  In these instances, the Company relies on senior management review and approval 
to ensure that the controls are as effective as possible.  
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This Management Discussion and Analysis contains several forward-looking statements. The forward-looking 
statements contained herein are subject to certain risks and uncertainties that could cause actual results to differ 
materially from those projected. Readers are cautioned not to place undue reliance on these forward-looking 
statements, which reflect Management’s analysis only as of the date hereof.  Readers should be aware the Company 
is under no obligation to publicly release the results of any revision to these forward-looking statements, which may 
not reflect circumstances, or occurrences of unanticipated events after the date of this document.  
 

 

 

 

 

 

 

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 

 
Financial Instruments Risk 

The Company is exposed to credit risk, currency risk, liquidity risk and interest rate risk. The Company’s 
management oversees the management of these risks. The Company’s management is supported by the Board that 
advises on financial risks and the appropriate financial risk governance framework for the Company. The 
Company’s financial risk activities are governed by appropriate policies and procedures and that financial risks are 
identified, measured and managed in accordance with group policies and group risk appetite. 

 

Financial risk management 

The Company’s financial risk management policies are established to identify and analyze the risks faced by the 
Company, to set acceptable risk tolerance limits and controls, and to monitor risks and adherence to limits. The 
financial risk management policies and systems are reviewed regularly to ensure they remain consistent with the 
objectives and risk tolerance acceptable to the Company and current market trends and conditions.  The Company, 
through its training and management standards and procedures, aims to upload a disciplined and constructive control 
environment in which all employees understand their roles and obligations. 

 
The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below: 

 
(a) Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. Financial instruments which potentially subject the Company to concentrations of credit 
risk consist of cash.  In order to reduce risk from its cash balance, the Company ensures to place funds with a highly 
reputable financial institution.  

 
(b) Liquidity Risk 

As at September 30, 2019, the Company’s financial liabilities consist of accounts payable and accrued liabilities 
which has contractual maturity dates within one-year, mortgage payable which has contractual maturity dates within 
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one-year, convertible debt liability which has a contractual maturity within thirty-nine months and due from 
shareholders which does not have a contractual maturity. The Company manages its liquidity risk by reviewing its 
capital requirements on an ongoing basis. Based on the Company’s working capital position at September 30, 2019, 
management regards liquidity risk to be low. 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company manages liquidity risk through the management of its capital structure and financial leverage as described 
in the notes to accompanying financial statements of the Company.  
 
The Company monitors its ability to meet its short-term exploration and administrative expenditures by raising 
additional funds through share issuance when required. All of the Company’s financial liabilities have contractual 
maturities of 30 days are due on demand and are subject to normal trade terms. The Company does not have 
investments in any asset backed deposits. 
 
 
In the normal course of business, the Company enters into contracts that give rise to commitments for future 
minimum payments.  The following table summarizes the Company’s significant commitments and corresponding 
maturities:  

 
(c) Foreign Currency Risk 

Currency risk is the risk that the future cash flows or fair value of the Company’s financial instruments that are 
denominated in a currency that is not the Company’s functional currency will fluctuate due to the change in foreign 
exchange rate. The Company is not exposed to this risk as it does not have any foreign currency transactions or 
balances. 

(d) Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company is not exposed to this risk as it does not have any significant interest 
based financial instruments. 

 
Fair Value Measurements 
 
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy 
according to the relative reliability of the inputs used to estimate the fair values.  The three levels of the fair value 
hierarchy are: 
 
 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities 
 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly,  

and 
 Level 3 - valuation techniques using inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). 
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As at September 30, 2019, the Company believes that the carrying values of accounts payable approximate its fair 
value because of their nature and relatively short maturity dates or durations. 
 

Measurement and classification of financial instruments  

The fair values of Company’s financial instruments as at September 30, 2019 and December 31, 2018 approximate 
to their carrying values due to the short-term nature of the financial instruments. 

Cash and cash equivalents amounting to $146,100 as at September 30, 2019 (December 31, 2018 - $7,737,135) has 
been recorded at amortized cost. 

Accounts payable and accrued liabilities amounting to $2,882,275 as at September 30, 2019 (December 31, 2018 - 
$859,078), mortgage payable amounting to $4,990,000 (December 31, 2018 - $4,990,000) and convertible debt 
liability amounting to $5,716,381 (December 31, 2018 - $7,229,853) have been classified as other financial 
liabilities and are being measured at amortized costs, which approximate to fair value. 

 

RISKS AND UNCERTAINITIES 

Carefully consider the following risk factors in addition to the other information contained in this document. The 
risks presented below may not be all the risks that the Company may face. Additional risks and uncertainties may 
also impair its business operations.  

It is believed that these are the factors that could cause actual results to be different from expected and historical 
results. Other sections of this MD&A include additional factors that could have an effect on the business and 
financial performance of the business. The markets in which the Company currently competes and plans to complete 
are very competitive and change rapidly. New risks may emerge and management may not be able to predict all of 
them or be able to predict how they may cause actual results to be different from those contained in any forward-
looking statements. If any of these risks actually occur, the Company’s business may be harmed and results of 
operations and financial condition may suffer. 

Reliance on Licences and Permits 
The Company will apply for, as the need arises, all necessary licences and permits, including but not limited to the 
renewal of those licences and permits under the Cannabis Act or the extension of those licences and permits to 
PureSinse’s expanding facilities, to carry on the activities it expects to conduct in the future. However, the ability 
of the Company to obtain, sustain or renew any such licences and permits or extend them to expanding facilities on 
acceptable terms is subject to changes in regulations and policies and to the discretion of the applicable Canadian 
regulatory authorities. Any loss of interest in any licence or permit required under the Cannabis Act, or the failure 
of appropriate governmental authority to issue or renew such licences or permits upon acceptable terms, would have 
a material adverse impact upon the Company. 

Although the Company believes it will continue to meet the requirements of the Cannabis Act for extension of the 
PureSinse Licence, there can be no guarantee that Health Canada will extend or renew the licence or, if it is extended 
or renewed, that it will be extended or renewed on the same or similar terms. Should Health Canada not extend or 
renew the licence or should it renew the licence on different terms, the business, financial condition and results of 
the operation of the Company would be materially adversely affected. 

At the end of each term of the licence under the Cannabis Act, the Company must submit an application for renewal 
to Health Canada containing information prescribed by the Cannabis Act. The Cannabis Act requires that the 
Federal Minister of Health, after examining the application and any supplementary information requested, issue a 
renewed licence, unless the applicant fails to meet certain prescribed criteria. 
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The Company is not currently aware of any reason why it would not be able to receive a renewal of the PureSinse 
License. 

 
Regulatory Risks 
The activities of the Company are subject to regulation by governmental authorities, particularly Health Canada. 
Achievement of the Company’s business objectives are contingent, in part, upon compliance with regulatory 
requirements enacted by these governmental authorities and obtaining all regulatory approvals, where necessary, 
for the sale of its products. The Company cannot predict the time required to secure all appropriate regulatory 
approvals for its products, or the extent of testing and documentation that may be required by governmental 
authorities. Any delays in obtaining, or failure to obtain regulatory approvals would significantly delay the 
development of markets and products and could have a material adverse effect on the business, results of operations 
and financial condition of the Company. 

 
Change in Laws, Regulations and Guidelines 
The Company’s operations are subject to variety 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, the conduct of operations and the protection of the environment. 

While to the knowledge of management, the Company is currently in compliance with all such laws, changes to 
such laws, regulations and guidelines due to matters beyond the control of the Company may cause adverse effects 
to its operations. 

The Cannabis Act is a new regime established in 2018.  As such, revisions to the regime could be implemented 
which could have an impact on the Company’s operations. There is also some uncertainty regarding the likely 
interpretation of certain regulatory provisions by the regulator. Changes in legislation or regulator interpretation 
could negatively impact the operations of the Company. Similarly, a change in government could result in 
meaningful changes to the regulatory regime under which the Company operates, which could negatively impact 
its operations. 

 

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 are customarily used as a primary method of retaining the 
services of key employees, these agreements 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. 

 
Factors which may Prevent Realization of Growth Targets 
The Company is currently in the early development stage. The Company’s growth strategy contemplates having 
additional production facilities and resources. There is a risk that these additional resources will not be achieved on 
time, on budget, or at all, as they can be adversely affected by a variety of factors, including some that are discussed 
elsewhere in these risk factors and the following: 

delays in obtaining, or conditions imposed by, regulatory approvals; 

plant design errors; 

environmental pollution; 

non-performance by third party contractors; 
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increases in materials or labour costs; 

construction performance falling below expected levels of output or efficiency; 

breakdown, aging or failure of equipment or processes; 

contractor or operator errors; 

labour disputes, disruptions or declines in productivity; 

inability to attract sufficient numbers of qualified workers; 

disruption in the supply of energy and utilities; and 

major incidents and/or catastrophic events such as fires, explosions, earthquakes or storms. 

As a result, there is a risk that the Company may not have product or sufficient products available to meet the 
anticipated demand or to meet future demand when it arises. 

 
Limited Operating History 
PureSinse was incorporated on March 10, 2014 and has yet to generate revenue from the sale of products. The 
Company and its subsidiaries have incurred losses since inception, and it may continue to incur significant losses 
in the future. In addition, the Company expects to continue to increase operating expenses as it implements 
initiatives to grow its business. If the Company is unable to achieve sufficient revenue volume to offset the expected 
increases in costs and operating expenses, the Company will not be profitable. 

The Company is subject to many of the risks common to early-stage enterprises, including under-capitalization, 
cash shortages, limitations with respect to personnel, financial, and other resources and lack of revenues. There is 
no assurance that the Company will be successful in achieving a return on shareholders’ investment and the 
likelihood of success must be considered in light of the early stage of operations. 

Additional Financing 
The building and operation of the Company’s facilities and business are capital intensive. In order to execute the 
anticipated growth strategy, the Company will require some additional equity and/or debt financing to support on-
going operations, to undertake capital expenditures or to undertake acquisitions or other business combination 
transactions. There can be no assurance that additional financing will be available to the Company when needed or 
on terms, which are acceptable. The Company’s inability to raise financing to support on-going operations or to 
fund capital expenditures or acquisitions could limit the Company’s growth and may have a material adverse effect 
upon future profitability. The Company may require additional financing to fund its operations to the point where 
it is generating positive cash flows. 

If additional funds are raised through further issuances of equity or convertible debt securities, existing shareholders 
could suffer significant dilution, and any new equity securities issued could have rights, preferences and privileges 
superior to those of holders of Common Shares. Any debt financing secured in the future could involve restrictive 
covenants relating to capital raising activities and other financial and operational matters, which may make it more 
difficult for the Company to obtain additional capital and to pursue business opportunities, including potential 
acquisitions. 

Competition 
There is potential that the Company will face intense competition from other companies. Increased competition 
by larger and better-financed competitors could materially and adversely affect the business, financial condition 
and results of operations of the Company. 

The number of licences granted by the government in the future could have an impact on the operations of the 
Company. Because of the early stage of the industry in which the Company operates, the Company expects to face 



 
 

 

  21  
 

additional competition from new entrants. 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 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. 
 
Risks Inherent in an Agricultural Business 
The Company’s business involves the growing of medical cannabis, an agricultural product. As such, the business 
is subject to the risks inherent in the agricultural business, such as insects, plant diseases and similar agricultural 
risks. Although the Company plans to grow its products indoors under climate controlled conditions, 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 production of its products. 
 
Vulnerability to Rising Energy Costs 
The Company’s medical cannabis growing operations consume considerable energy, making the Company 
vulnerable to rising energy costs. Rising or volatile energy costs may adversely impact the business of the 
Company and its ability to operate profitably. 
 
Transportation Disruptions 
Due to the perishable and premium nature of the Company’s products, the Company will depend on fast and 
efficient courier services to distribute its product. Any prolonged disruption of this courier service could have an 
adverse effect on the financial condition and results of operations of the Company. Rising costs associated with 
the courier services used by the Company to ship its products may also adversely impact the business of the 
Company and its ability to operate profitably. 
 
Unfavourable Publicity or Consumer Perception 
The Company believes the medical cannabis industry is highly dependent upon consumer perception regarding 
the safety, efficacy and quality of the medical cannabis produced. Consumer perception of the Company’s products 
can be significantly influenced by scientific research or findings, regulatory investigations, litigation, media 
attention and other publicity regarding the consumption of medical cannabis products. There can be no assurance 
that future scientific research, findings, regulatory proceedings, litigation, media attention or other research 
findings or publicity will be favourable to the medical cannabis market or any particular product, or consistent 
with earlier publicity. Future research reports, findings, regulatory proceedings, litigation, media attention or other 
publicity that are perceived as less favourable than, or that question, earlier research reports, findings or publicity 
could have a material adverse effect on the demand for the Company’s products and the business, results of 
operations, financial condition and cash flows of the Company. The Company’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 
Company, the demand for PureSinse’s products, and the business, results of operations, financial condition and 
cash flows of the Company. Further, adverse publicity reports or other media attention regarding the safety, 
efficacy and quality of medical cannabis in general, or the Company’s products specifically, or associating the 
consumption of medical cannabis 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. 
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Product Liability 
As a manufacturer and distributor of products designed to be ingested by humans, the Company 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 the Company’s products involve the risk of 
injury to consumers due to tampering by unauthorized third parties or product contamination. Previously unknown 
adverse reactions resulting from human consumption of PureSinse’s products alone or in combination with other 
medications or substances could occur. The Company may be subject to various product liability claims, including, 
among others, that PureSinse’s products caused injury or illness, 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 the Company could result in increased costs, could adversely affect the 
Company’s reputation with its clients and consumers generally, and could have a material adverse effect on our 
results of operations and financial condition of the Company. There can be no assurances that the Company will 
be able to obtain or maintain product liability insurance on acceptable terms or with adequate coverage against 
potential liabilities. Such insurance is expensive and may not be available in the future on acceptable terms, or at 
all. The inability to obtain sufficient insurance coverage on reasonable terms or to otherwise protect against 
potential product liability claims could prevent or inhibit the commercialization of PureSinse’s potential products. 
 
Product Recalls 
Manufacturers and distributors of products are sometimes 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 
PureSinse’s products are recalled due to an alleged product defect or for any other reason, the Company could be 
required to incur the unexpected expense of the recall and any legal proceedings that might arise in connection 
with the recall. The Company 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. Although 
the Company has detailed procedures in place for testing finished products, there can be no assurance that any 
quality, potency or contamination problems will be detected in time to avoid unforeseen product recalls, regulatory 
action or lawsuits. Additionally, if one of PureSinse’s significant brands were subject to recall, the image of that 
brand and the Company could be harmed. A recall for any of the foregoing reasons could lead to decreased demand 
for PureSinse’s products and could have a material adverse effect on the results of operations and financial 
condition of the Company. Additionally, product recalls may lead to increased scrutiny of PureSinse’s operations 
by Health Canada or other regulatory agencies, requiring further management attention and potential legal fees 
and other expenses. 
 

Reliance on Key Inputs 
The Company’s business is dependent on a number of key inputs and their related costs including raw materials 
and supplies related to its growing operations, as well as electricity, water and other local utilities. Any significant 
interruption or negative change in the availability or economics of the supply chain for key inputs could materially 
impact the business, financial condition and operating results of the Company. Any inability to secure required 
supplies and services or to do so on appropriate terms could have a materially adverse impact on the business, 
financial condition and operating results of the Company. 
 
Dependence on Suppliers and Skilled Labour 
The ability of the Company to compete and grow will be dependent on it having access, at a reasonable cost and 
in a timely manner, to skilled labour, equipment, parts and components. No assurances can be given that the 
Company will be successful in maintaining its required supply of skilled labour, equipment, parts and components. 
It is also possible that the final costs of the major equipment contemplated by the Company’s capital expenditure 
program may be significantly greater than anticipated by the Company’s management and may be greater than 
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funds available to the Company, in which circumstance the Company may curtail, or extend the timeframes for 
completing, its capital expenditure plans. This could have an adverse effect on the financial results of the Company. 
 
Difficulty to Forecast 
The Company must rely largely on its own market research to forecast sales as detailed forecasts are not generally 
obtainable from other sources at this early stage of the medical cannabis industry in Canada. A failure in the 
demand for its products to materialize as a result of competition, technological change or other factors could have 
a material adverse effect on the business, results of operations and financial condition of the Company. 
 

Operating Risk and Insurance Coverage 
The Company has insurance to protect its assets, operations and employees. While the Company believes its 
insurance coverage addresses all material risks to which it is 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 the Company is exposed. In addition, no assurance can be given that such insurance 
will be adequate to cover the Company’s liabilities or will be generally available in the future or, if available, that 
premiums will be commercially justifiable. If the Company were to incur substantial liability and such damages 
were not covered by insurance or were in excess of policy limits, or if the Company were to incur such liability at 
a time when it is not able to obtain liability insurance, its business, results of operations and financial condition 
could be materially adversely affected. 
 

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 it to continue to 
implement and improve its operational and financial systems and to expand, train and manage its employee base. 
The inability of the Company to deal with this growth may have a material adverse effect on the Company’s 
business, financial condition, results of operations and prospects. 
 
Conflicts of Interest 
Certain of the directors and officers of the Company are also officers and directors of other companies, and 
conflicts of interest may arise between their duties as officers and directors of the Company and as officers and 
directors of such other companies. 
 

Litigation 
The Company may become party to litigation from time to time in the ordinary course of business which could 
adversely affect its business. Should any litigation in which the Company becomes involved be determined against 
the Company, such a decision could adversely affect the Company’s ability to continue operating and the market 
price for the Company’s Common Shares and could use significant resources. Even if the Company is involved in 
litigation and wins, litigation can redirect significant Company resources. 
 

Dividends 
The Company has no earnings or dividend record and does not anticipate paying any dividends on the common 
shares in the foreseeable future. Dividends paid by the Company would be subject to tax and, potentially, 
withholdings. 
 
Limited Market for Securities 
The Company does not have an active and liquid market for the common shares and an investor may find it difficult 
to resell any securities of the Company. 
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Environmental and Employee Health and Safety Regulations 
The Company’s operations are subject to environmental and safety laws and regulations concerning, among other 
things, emissions and discharges to water, air and land, the handling and disposal of hazardous and non-hazardous 
materials and wastes, and employee health and safety. The Company will incur ongoing costs and obligations 
related to compliance with environmental and employee health and safety matters. Failure to comply with 
environmental and safety laws and regulations may result in additional costs for corrective measures, penalties or 
in restrictions on our manufacturing operations. In addition, changes in environmental, employee health and safety 
or other laws, more vigorous enforcement thereof or other unanticipated events could require extensive changes 
to the Company’s operations 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. 
 

Volatile Valuation of the Company’s Shares 
The valuation of the common shares of the Company 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; 

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; 

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. 

The value and market price of the 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 deemed to be other than temporary, which may result in impairment 
losses. There can be no assurance that continuing fluctuations in price 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 the Common Shares may be materially adversely affected. 
 
Subsequent to period end, the Company has changed its business focus as described in the overall performance 
and results of operations section.  
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Share Price Volatility   
There can be no assurance that significant fluctuations in the trading price of the Company’s common shares will 
not occur, or that such fluctuations will not materially adversely impact on the Company’s ability to raise equity 
funding without significant dilution to its existing shareholders, or at all.  
 
Additional information is available on SEDAR at www.sedar.com   
 

ADDITIONAL INFORMATION FOR VENTURE ISSUERS WITHOUT SIGNIFICANT REVENUE 

Operating Expenses 

 

 

OUTSTANDING SHARE DATA 

 
A total of 158,781,941 common shares issued and outstanding as at September 30, 2019, and as at the date of the 
MD&A 
 
A total of 34,557,374 share purchase warrants, including 33,557,374 share purchase warrants exercisable ranging 
between $0.15 and $0.50 per share with expiry terms ranging from 18 months to 36 months from the date of 
issuance, and 1,000,000 Royal Sapphire legacy share purchase warrants exercisable at $0.035 per share expiring 
on April 20, 2022 as at September 30, 2019 and at the date of the MD&A. 
 
A total of 13,706,667 stock options exercisable between $0.05 and $0.39 per share, with various vesting conditions 
ranging from immediate vesting to vesting up to five years from the grant date, expiring two years following the 
final vesting date.  As at September 30, 2019, the Company had 7,813,333 stock options vested.  
 
APPROVAL 

The Board of Directors of the Company has approved the disclosure contained in this MD&A.  


