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Notice of No Auditor Review of Condensed Interim Consolidated Financial Statements

Under National Instrument 51-102 “Continuous Disclosure Obligations”, Part 4, Subsection 4.3(3a), if an
auditor has not performed a review of the interim financial statements, they must be accompanied by a
notice indicating that the financial statements have not been reviewed by an auditor.

The accompanying unaudited condensed interim consolidated financial statements of CannAmerica Brands
Corp. (the “Company”) have been prepared by and are the responsibility of the Company’s management.
The unaudited condensed interim consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRS”) and are considered by management to present
fairly the financial position, operating results and cash flows of the Company.

The Company’s independent auditor has not performed a review of these condensed interim consolidated
financial statements in accordance with standards established by the Chartered Professional Accountants
of Canada for a review of interim financial statements by an entity’s auditor.

“Nitin Kaushal” “‘Dan Anglin”
Nitin Kaushal, Director Dan Anglin, CEO

February 28, 2019



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Condensed interim consolidated statements of financial position

(Expressed in Canadian dollars)

December 31, March 31,
2018 2018
Notes $ $
(unaudited)
Assets
Current
Cash 769,914 -
Accounts receivable 5 356,939 -
Deposits - 110,001
Prepaid expenses 609,049 -
Inventory 6 71,678 —
1,807,580 110,001
Investment in licensee 7 58,944 -
Equipment 8 36,551 -
Intangible assets 9 5,702,977 -
Goodwill 4 1,719,589 -
Total assets 9,325,641 110,001
Liabilities and shareholders' equity
Current liabilities
Accounts payable and accrued liabilities 10 586,560 -
Notes payable 11 4,007,892 —
Total liabilities 4,594,452 _
Shareholders’ equity
Share capital 13 6,962,861 110,001
Contributed surplus 757,907 -
Deficit (2,603,066) -
Accumulated other comprehensive loss (386,513) -
Total shareholders' equity 4,731,189 110,001
Total liabilities and shareholders’ equity 9,325,641 110,001
Nature of operations (Note 1)
Subsequent events (Note 17)
Approved by the Board of Directors:
“Nitin Kaushal” ‘Dan Anglin”

Nitin Kaushal, Director

Dan Anglin, CEO

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial

statements.



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)
Condensed interim consolidated statements of operations and comprehensive loss
(Unaudited — expressed in Canadian dollars)

Three months ended Nine months ended
December 31, December 31,
2018 2017 2018 2017
Notes $ $ $ $
Revenue 211,746 - 849,004 -
Cost of sales 135,520 — 369,876 —
Gross margin 76,226 - 479,128 -
Expenses
Advertising and promotion 524,563 - 635,271 -
Bank charges 3,225 - 10,470 -
Depreciation 8 360 - 1,115 -
Interest expense (recovery) 11 (31,887) - 75,359 -
Office and administration 44,264 - 54,942 -
Allowance for doubtful accounts 181,598 - 181,598 -
Professional fees 321,364 - 799,909 -
Salaries and benefits 12 241,373 - 505,271 -
Share-based compensation 12,13 - - 570,118 -
Loss before other items (1,208,634) —  (2,354,925) -
Listing expense 3 - - 226,195 -
Foreign exchange loss 3,493 — 21,945 —
Net loss for the period (1,212,127) - (2,603,065) -
Foreign currency translation gain (loss) (395,024) — (386,513) —
Comprehensive loss for the period (1,607,151) —  (2,989,513) —
Loss per common share — basic and diluted (0.03) - (0.08) -
Weighted average number of common shares
outstanding 49,684,865 — 35,968,181 —

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial
statements.



CannAmerica Brands Corp.
(formerly Transform Capital Corp.)

Condensed interim consolidated statements of changes in shareholders’ equity

(Unaudited — expressed in Canadian dollars)

Accumulated

other
Contributed comprehensive
Number of Share capital surplus income Deficit Total
shares $ $ $ $ $
Balance, March 31, 2018 111 110,001 - - - 110,001
Cancellation of shares (1) - - - - -
Acquisition of DAFF (Note 4) 36 1,433,200 187,789 - - 1,620,989
Reverse takeover of CannAmerica (Note 3):
e Acquisition of CannAmerica 29,166,000 1,472,000 - - - 1,472,000
e Outstanding CannAmerica shares 7,360,001 1,413,500 - - - 1,413,500
e Elimination of CannAmerica Holdings
common shares (146) - - - - -
e Elimination of CannAmerica share (1,413,500)
capital - (1,413,500) - - -
Shares issued for cash (Note 13) 13,158,864 3,947,660 - - - 3,947,660
Share-based compensation (Note 13) - - 570,118 - - 570,118
Net loss - - - - (2,603,065) (2,603,065)
Foreign currency translation adjustment - - - (386,513) - (386,513)
Balance, December 31, 2018 49,684,865 6,962,861 757,907 (386,513) (2,639,358) 4,731,189

Balance, March 31, 2017

Balance, December 31, 2017

The accompanying notes form an integral part of these unaudited interim condensed consolidated financial statements



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)
Condensed interim consolidated statements of cash flows
(Unaudited — expressed in Canadian dollars)

Nine months ended December 31,
2018 2017
Notes $ $

Operating activities
Net loss
Iltems not affecting cash

(2,603,065)

Listing expense 226,195
Depreciation 1,115
Allowance for doubtful accounts 181,599
Stock-based compensation 570,118
Interest expense 75,359
Changes in non-cash working capital balances
Accounts receivable 99,545
Inventory 81,847
Prepaid expenses (574,049)
Accounts payable and accrued liabilities 51,966
Net cash used in operating activities (1,889,370)
Investing activities
Purchase of equipment (29,530)
Purchase of intangible assets (35,128)
Purchase of investment (1,381)
Acquisition of DAFF 28,526
Acquisition of CHC 980,563
Net cash provided by investing activities 943,050
Financing activities
Proceeds from subscriptions (Note 13) 1,755,660
Net cash provided by financing activities 1,755,660
Effect of foreign currency translation on cash (39,426)
Increase in cash 769,914
Cash, beginning -
Cash, end 769,914

Supplemental cash flow information (Note 16)

The accompanying notes form an integral part of these unaudited condensed interim consolidated financial
statements



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

1.

NATURE OF OPERATIONS

CannAmerica Brands Corp. (formerly Transform Capital Corp.) (“CannAmerica”) was incorporated in
the province of British Columbia on March 13, 2017, under the Business Corporations Act of British
Columbia. CannAmerica’s head office and its registered and records office is located at 10th Floor, 595
Howe Street, Vancouver, British Columbia, V6C 2T5.

These unaudited condensed interim consolidated financial statements comprise the financial
statements of CannAmerica and its legal subsidiaries (collectively referred to as the “Company”). On
May 30, 2018, CannAmerica entered into an agreement with the shareholders of CannAmerica
Holdings Corp. (“CannAmerica Holdings”) whereby 100% of the common shares and warrants of
CannAmerica Holdings were exchanged for common shares of CannAmerica (the “CannAmerica
Holdings Acquisition”) (Note 3). The CannAmerica Holdings Acquisition is considered a reverse
takeover of a non-operating company whereby CannAmerica Holdings, the legal subsidiary, has been
determined to have acquired control of CannAmerica and to be the acquirer for accounting purposes.
In accordance with the principles of reverse takeover accounting, CannAmerica will report the
operations of CannAmerica Holdings and its related historical comparatives as its continuing business,
except for the legal capital shown in the Consolidated Statements of Changes in Shareholders’ Equity
and in Note 13, which have been adjusted to reflect the share capital of CannAmerica.

CannAmerica Holdings was incorporated in the Province of British Columbia on December 11, 2017,
under the Business Corporations Act of British Columbia and was formed to identify an appropriate
business for acquisition or investment. CannAmerica Holdings completed a business combination
(Note 4) on May 18, 2018, and now owns a portfolio of brands in the medical and recreational cannabis
space in the United States through its wholly-owned subsidiary DAFF International, LLC (“DAFF”). The
Company's principal business is to build on and maximize the value of its brands by promoting,
marketing and licensing these brands through various distribution channels, including dispensaries,
wholesalers and distributors. The Company currently has three brand licensing agreements with
licensees in the states of Colorado, Nevada and Maryland. On October 15, 2018 the Company listed
on the Canadian Securities Exchange (the “CSE”) under ticker symbol “CANA”.

These financial statements have been prepared on the basis that the Company will continue as a going
concern, which assumes the Company will be able to realize its assets and discharge its liabilities in
the normal course of business for the foreseeable future. At December 31, 2018 the Company’s current
assets less accounts payable and accrued liabilities is positive $1,221,020. However, the Company
has negative working capital of $2,136,164 due to the classification of its notes payable totaling
$4,007,892 (Note 11) as current at December 31, 2018. Refer to Note 15 (liquidity risk) for further
details regarding the negative working capital. These financial statements do not include any
adjustments relating to the recoverability and classification of liabilities that might be necessary should
the Company not continue as a going concern. The proposed business of the Company involves a high
degree of risk. Additional funds may be required to enable the Company to pursue its initiatives and
the Company may be unable to obtain such financing on satisfactory terms. Furthermore, there is no
assurance that the business will be profitable. These factors indicate the existence of a material
uncertainty that may cast doubt on the Company’s ability to continue as a going concern.

SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

These unaudited condensed interim consolidated financial statements have been prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board (“IASB”) applicable to the preparation of interim financial statements,
including IAS 34, Interim Financial Reporting. In preparation of these unaudited condensed interim
consolidated financial statements, the Company has consistently applied the same accounting policies
disclosed in the Company’s audited annual financial statements for the year ended March 31, 2018,
with the exception of the accounting standards adopted in the current year, as described below.



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

These unaudited condensed interim consolidated financial statements were authorized for issue by the
Board of Directors on February 28, 2019.

Basis of presentation and measurement

These unaudited condensed interim consolidated financial statements are a continuation of the
consolidated financial statements of CannAmerica Holdings.

These unaudited condensed interim consolidated financial statements include the accounts of the
Company and its subsidiaries on a historical cost basis. Historical cost is generally based upon the fair
value of the consideration given in exchange for assets.

These unaudited condensed interim consolidated financial statements should be read in conjunction
with the audited financial statements for the year ended March 31, 2018, for CannAmerica,
CannAmerica Holdings and DAFF.

Basis of consolidation

These unaudited condensed interim consolidated financial statements comprise the financial
statements of CannAmerica and its legal subsidiaries. Subsidiaries are those entities which
CannAmerica controls by having the power to govern the financial and operational policies of the entity.
This control is generally evidenced through owning more than 50% of the voting rights or currently
exercisable potential voting rights of a company’s share capital. All intercompany transactions and
balances have been eliminated.
Percentage ownership interest
December 31, 2018 March 31, 2018
CannAmerica Holdings Corp. 100% -
DAFF International, LLC 100% —

CannAmerica Holdings is a legal subsidiary of CannAmerica. Note 3 describes a reverse takeover
transaction which occurred on May 30, 2018, whereby CannAmerica Holdings is considered the
acquirer from an accounting perspective. The transaction resulted in CannAmerica reporting the
operations of CannAmerica Holdings and its related historical comparatives as its continuing business,
except for the legal capital as shown in the Consolidated Statements of Changes in Shareholders’
Equity and in Note 13, which have been adjusted to reflect the share capital of the CannAmerica.

Functional and presentation currency

The functional currency of CannAmerica and CannAmerica Holdings is the Canadian dollar. The
functional currency of the foreign operation, DAFF, is the US dollar. These unaudited condensed interim
consolidated financial statements are presented in Canadian dollars.



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

2,

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
Significant accounting policies

Business combinations

Judgment is used in determining whether an acquisition is a business combination or an asset
acquisition. In a business combination, all identifiable assets, liabilities and contingent liabilities
acquired are recorded at their fair values. In determining the allocation of the purchase price in a
business combination, including any acquisition related contingent consideration, estimates including
market-based and appraisal values are used. The contingent consideration 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.

New accounting standards adopted in the current year

On April 1, 2018, the Company adopted amendments to IFRS 2, “Share-based Payment’. The
amendments provide clarification on how to account for certain types of share-based transactions. The
adoption of this amendment did not have any impact on the Company’s unaudited condensed interim
consolidated financial statements.

On April 1, 2018, the Company adopted IFRS 9, “Financial Instruments”. IFRS 9 introduces new
requirements for the classification and measurement of financial instruments, a single forward-looking
expected credit loss impairment model and a substantially reformed approach to hedge accounting.
The Company adopted a retrospective approach and as IFRS 9 did not impact the Company’s
classification and measurement of financial assets and liabilities there was no significant impact on the
carrying amounts of the Company’s financial instruments at the transition date. The introduction of the
new expected credit loss impairment model did not have a material impact on the Company’s unaudited
condensed interim consolidated financial statements.

On April 1, 2018, the Company adopted IFRS 15, “Revenue from Contracts with Customers”. The
objective of IFRS 15 is to provide a single, comprehensive revenue recognition model for all contracts
with customers. The underlying principle is that an entity will recognize revenue to depict the transfer
of goods or services to customers at an amount that the entity expects to be entitled to in exchange for
those goods or services. It also contains new disclosure requirements. The Company elected to apply
IFRS 15 using a full retrospective approach. Under IFRS 15, revenue from licensees would be
recognized in the form of fixed fees per unit shipped and is charged at a point in time when control over
the goods has been transferred to the customer. The Company transfers control and satisfies its
performance obligation upon shipment and acceptance by the licensee, which is consistent with the
Company’s former revenue recognition policy under IAS 18. Therefore, the adoption of IFRS 15 did not
have a material impact on the Company’s unaudited condensed interim consolidated financial
statements.

New accounting standards issued but not yet effective

New standard IFRS 16, "Leases" is not yet effective for the period ended December 31, 2018 and has
not been applied in preparing these unaudited condensed interim consolidated financial statements.

Other accounting standards or amendments to existing accounting standards that have been issued
but have future effective dates are either not applicable or are not expected to have a significant impact
on the Company’s unaudited condensed interim consolidated financial statements.



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

3. REVERSE TAKEOVER TRANSACTION

On May 30, 2018 (the “Agreement Date”), CannAmerica entered into an agreement with the
shareholders of CannAmerica Holdings whereby 100% of the common shares and warrants of
CannAmerica Holdings were exchanged for common shares of CannAmerica.

The aggregate consideration for the CannAmerica Holdings Acquisition was comprised of:

(i) 29,166,000 common shares (200,000 shares of CannAmerica in exchange for 1 share of
CannAmerica Holdings)

(i) 2,833,333 common shares contingent on attaining certain earning targets; and

(iii) 3,000,000 warrants with an exercise price of $0.50 per share exercisable for a period 24
months following close of a Public Listing.

The CannAmerica Holdings Acquisition is a reverse takeover of a non-operating company whereby
CannAmerica Holdings, the legal subsidiary, has been determined to have acquired control of
CannAmerica on the Agreement Date and to be the acquirer for accounting purposes. The transaction
does not constitute a business combination as CannAmerica, prior to the Acquisition, did not meet the
definition of a business under IFRS. Accordingly, the CannAmerica Holdings Acquisition has been
accounted for as an acquisition by CannAmerica Holdings of CannAmerica’s net assets. In accordance
with the principles of reverse takeover accounting, CannAmerica will report the operations of
CannAmerica Holdings and its related historical comparatives as its continuing business, except for
the legal capital shown in the Consolidated Statements of Changes in Shareholders’ Equity and in Note
13, which have been adjusted to reflect the share capital of CannAmerica.

The acquisition consideration deemed to have been transferred by CannAmerica Holdings, the legal
subsidiary, is in the form of equity instruments previously issued by CannAmerica, the legal parent
company which comprises the outstanding equity instrument of CannAmerica immediately prior to the
reverse takeover. The acquisition date fair value of the deemed consideration was estimated to be
$0.20 per share using the share price as of the latest private placement completed by CannAmerica.
The difference between the consideration paid to acquire CannAmerica and the net asset value of
CannAmerica is recorded as a listing expense to net loss as follows:

As at May 30, 2018
$

Consideration paid
Common shares (7,360,001 common shares at $0.20 per common share) 1,472,000

Fair value of net assets acquired

Cash 980,563
Accounts receivable 2,500,000
Prepaid expenses 35,000
3,515,563

Accounts payable 77,758
Share subscriptions received 2,192,000
Identifiable net assets acquired 1,245,805
Listing expense 226,195

10



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

4. BUSINESS COMBINATION AND GOODWILL

On May 18, 2018 (the “DAFF Agreement Date”), CannAmerica Holdings entered into an agreement
with the shareholders of DAFF to acquire 100% of the common shares of DAFF (the “DAFF
Acquisition”).

The aggregate consideration for the DAFF Acquisition was comprised of:

(i) $2,255,000 (US$1,750,000) payable to the creditors of DAFF as a partial settlement of DAFF’s
debts;
(i) $322,000 (US$250,000) to DAFF for working capital purposes;
(iii) 35.83 common shares of CannAmerica Holdings;
(iv) 15 warrants of CannAmerica Holdings;
(v) 14.17 shares of CannAmerica Holdings issuable conditional upon attaining certain targets; and
(vi) $3,544,000 (US$2,750,000) payable to the creditors of DAFF for the remaining settlement of
DAFF’s debts (the “Note Payable”) as follows:
a. Within 150 days of the DAFF Agreement Date if CannAmerica Holdings does not
complete a merger with a publicly listed company (“Merged Company”);
b. If CannAmerica Holdings has completed a merger with a publicly listed company, the
due date is extended to 13 months from the date of a public listing of the Merged
Company;
c. Ifthe publicly listed company has completed a financing post public listing of more than
US$5,000,000, the entire balance is due; and
d. If a publicly listed company has completed its public listing, 50% of any financing post
public listing if less than US$5,000,000 will pay down the outstanding Note Payable.

The Company has determined that the DAFF Acquisition is a business combination as the assets
acquired and liabilities assumed constitute a business. The transaction was accounted for using the
acquisition method of accounting whereby the assets acquired and the liabilities assumed were
recorded at their estimated fair value at the measurement date of May 18, 2018.

The allocation of the purchase price in the DAFF Acquisition to the total fair value of net assets acquired

is as follows:

$

Fair value of net assets acquired
Cash 28,526
Accounts receivable 142,593
Inventory 153,525
Investment 54,015
Equipment 8,136
Intangible assets 5,645,241
6,032,036
Accounts payable and accrued liabilities 456,836
Notes payable 5,673,800
Identifiable net assets acquired (98,600)
Goodwill 1,719,589

1,620,989

11



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

4. BUSINESS COMBINATION AND GOODWILL (cont’d)

$

Consideration paid
Fair value of 35.83 common shares of the CannAmerica Holdings 1,433,200
Fair value of 15 common share purchase warrants of CannAmerica Holdings 187,789
1,620,989

The warrants have an estimated fair value of $187,789, calculated using the Black-Scholes option
pricing model assuming the warrants will expire 24 months following the date the warrants were
granted, an average risk-free interest rate of 1.88%, an expected dividend rate of 0%, and an average
expected annual volatility of 100%. Warrants issued pursuant to the DAFF Acquisition were exchanged
for 3,000,000 warrants of CannAmerica as part of the CannAmerica Holdings Acquisition.

The accounting for the DAFF Acquisition business combination has not yet been finalized and the
Company is reporting provisional amounts for the items for which the accounting is not complete. These
provisional amounts may be adjusted during the measurement period, or additional assets or liabilities
may be recognized, to reflect new information obtained about facts and circumstances that existed at
the acquisition date that, if known, would have affected the amounts recognized at that date.

5. ACCOUNTS RECEIVABLE

December 31, March 31,

2018 2018

$ $

Trade accounts receivable 304,346 -
GST and taxes recoverable 52,593 —
356,939 -

The trade accounts receivable is net of allowance for doubtful accounts. The allowance for doubtful
accounts of $181,599 reflects the Company’s best estimate of probable losses inherent in the trade
accounts receivable and is determined based on known troubled accounts, historical experience, and
other available information.

6. INVENTORY

December 31, March 31,

2018 2018

$ $

Substrate 71,678 —

For the nine months ended December 31, 2018, the amount of inventory recognized in cost of sales
was $369,876.

7. INVESTMENT IN LICENSEE

The Company owns a 10% equity investment in a licensee. No cash consideration was paid for the
initial investment; however, the Company provided equipment, intellectual property, labour and
technical assistance to establish operations necessary for the licensee to obtain a license. The
investment was recorded at the fair value of the equipment purchase obligation on the statement of
financial position.

12



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

8. EQUIPMENT

Total
$
Cost

Balance, March 31, 2018 -
Additions 35,741
Foreign currency translation adjustment 1,924
Balance, December 31, 2018 37,666
Balance, March 31, 2018 -
Depreciation 1,115
Balance, December 31, 2018 1,115
Balance, March 31, 2018 —
Balance, December 31, 2018 36,551

9. INTANGIBLE ASSETS

On May 18, 2018, the Company entered into an agreement with the shareholders of DAFF to acquire
100% of the common shares of DAFF. As part of the DAFF Acquisition, the Company acquired a
portfolio of medical and recreational cannabis brands, which was previously acquired from His Way
Herbs, LLC, a related party.

Total

$

Balance, March 31, 2018 -

Additions 5,653,159

Foreign currency translation adjustment 49,818

Balance, December 31, 2018 5,702,977
10. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31, March 31,

2018 2018

$ $

Trade accounts payable 506,214 -

Payroll liabilities 80,346 -

586,560 -

13



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

1.

12.

NOTES PAYABLE

As part of the DAFF Acquisition (Note 4), the Company assumed multiple promissory notes, including
a promissory note due to His Way Herbs, LLC in the amount of US$3,650,000. The note bears interest
at 9% per annum, with interest beginning to accrue on June 1, 2018 and is due on November 15, 2019,
which is the date 13 months after the date on which any affiliate that directly or indirectly holds the
interest in the Company becomes a reporting public company under applicable Canadian Law. During
the period, the Company repaid US$1,200,000 of the balance owing and recorded interest expense of
$75,360. As of December 31, 2018, the balance of the principal and accrued interest is $3,598,632
(US$2,637,907).

The Company also assumed US$650,000 in notes payable as part of the DAFF acquisition. During the
period ended December 31, 2018, the Company repaid US$350,000. The notes payable are non-
interest bearing and due on November 15, 2019, which is the date 13 months after the date on which
any affiliate that directly or indirectly holds the interest in the Company and becomes a reporting public
company under applicable Canadian Law. As of December 31, 2018, the balance of the principal is
$409,260 (US$300,000).

RELATED PARTY TRANSACTIONS AND BALANCES

All related party transactions have occurred in the normal course of operations. Related party
transactions occur and are recorded at the amounts agreed between the parties.

For the nine months ended December 31, 2018, the Company was charged $123,027 in salaries (2017:
nil) by the CEO of the Company.

For the nine months ended December 31, 2018, the Company was charged $123,027 in salaries (2017:
nil) by the COO of the Company.

For the nine months ended December 31, 2018, the Company was charged $35,000 in management
fees (2017: nil) by the CFO of the Company.

For the nine months ended December 31, 2018, the Company was charged $11,000 in Director fees
(2017: nil) by a Director of the Company.

His Way Herbs, LLC is controlled by the CEO of the Company and is a related party. The acquisition
of intangible assets described in Note 9 is a related party transaction.

Key management personnel compensation
Key management is comprised of the Company’s directors and executive officers. The Company

incurred the following key management compensation charges during the six months ended December
31, 2018 and 2017:

2018 2017

$ $

Salaries, bonuses, fees and benefits 292,055 -
Share based compensation 486,686 —
778,741 —

14



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

13. SHARE CAPITAL
The Company has an unlimited number of common shares without par value authorized for issuance
As at December 31, 2018, the Company had 49,864,865 common shares issued and outstanding
(March 31, 2018: 111).

On August 31, 2018, the Company issued 5,852,200 common shares at a price of $0.30 per share for
proceeds of $1,755,660.

On September 6, 2018, the Company issued 7,306,664 common shares at a price of $0.30 per share
for proceeds of $2,192,000.

Warrants

Movements in the number of warrants outstanding and their related weighted average exercise prices
are as follows:

Weighted

average

Number of exercise price

warrants $
Outstanding, March 31, 2018 - -
Granted 3,000,000 0.50
Outstanding, December 31, 2018 3,000,000 0.50

The following summarizes information about the outstanding share purchase warrants exercisable to
acquire common shares of the Company as at December 31, 2018:

Number of Exercise
warrants price

outstanding $ Expiry date
3,000,000 0.50 May 30, 2020

Stock option plan

The Company has adopted a rolling incentive stock option plan (the “Option Plan”) which provides that
the Board of Directors of the Company may from time to time, in its discretion, and in accordance with
the applicable stock exchange’s requirements, grant to Directors, officers, employees or consultants to
the Company, non-transferable options to purchase common shares. Pursuant to the Option Plan, the
number of common shares reserved for issuance will not exceed 15% of the issued and outstanding
common shares of the Company. Options granted under the Option Plan can have a maximum exercise
term of 10 years from the date of grant. Vesting terms will be determined at the time of grant by the
Board of Directors.

On May 30, 2018, the Company granted 4,100,000 stock options to certain directors, officers,
employees and consultants of the Company. The stock options are exercisable for a period of five years
at an exercise price of $0.30 per share and vest immediately. The fair value of the stock options granted
was calculated to be $570,118 using the Black Scholes option pricing model with an estimated volatility
of 100% and a risk-free rate of 2.11%.

15



CannAmerica Brands Corp.

(formerly Transform Capital Corp.)

Notes to the condensed interim consolidated financial statements
For the three and nine months ended December 31, 2018 and 2017
(Unaudited — expressed in Canadian dollars)

13. SHARE CAPITAL (cont’d)

Movements in the number of options outstanding and their related weighted average exercise prices
are as follows:

Weighted

average

Number of exercise price

options $
Outstanding, March 31, 2018 - -
Granted 4,100,000 0.30
Outstanding, December 31, 2018 4,100,000 0.30

The following summarizes information about the outstanding stock options exercisable to acquire
common shares of the Company as at December 31, 2018:

Number of Exercise
options price
outstanding $ Expiry date
4,100,000 0.30 May 30, 2023

14. COMMITMENTS

As at December 31, 2018, the Company has notes payable totaling $4,007,892. These notes are due
November 15, 2019, which is the date 13 months after the date the Company becomes a reporting issuer.
The Company expects to raise funds and generate enough operating cash flow to repay the notes payable.
The Company does not have any commitments for capital expenditures as at December 31, 2018.

15. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Under IFRS 9, financial instruments are initially measured at fair value plus, in the case of a financial asset
or financial liability not at fair value through profit or loss, transaction costs. Subsequently, all assets within
scope of IFRS 9 are measured at:

(i) Amortized cost;
(ii) Fair value through other comprehensive income (“FVOCI”); or
(iii) Fair value through profit or loss (“FVTPL”").

The classification is based on whether the contractual cash flows give rise to payments on specified dates
that are solely payments of principal and interest (the “SPPI test”), and the objective of the Company’s
business model is to hold assets only to collect cash flows, or to collect cash flows and to sell (the “Business
Model test”). Financial assets are required to be reclassified only when the business model under which
they are managed has changed. All reclassifications are to be applied prospectively from the reclassification
date.

The impairment requirements under IFRS 9 are based on an expected credit loss model, replacing the IAS
39 incurred loss model. The expected credit loss model applies to debt instruments recorded at amortized
cost or at FVOCI, such as loans debt securities and trade receivables, lease receivables and most loan
commitments and financial guarantee contracts.

The Company’s financial instruments include cash (FVTPL), accounts receivable (amortized cost),
accounts payable and accrued liabilities (other financial liabilities), and notes payable (other financial
liabilities). The carrying value of the financial instruments approximates their fair values due to their short-
term and on demand nature.
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Financial instruments recorded at fair value are classified using a fair value hierarchy that reflects the
significance of inputs used in making the measurements. Cash is Level 1. The hierarchy is summarized as
follows:

Level 1 quoted prices (unadjusted) in active markets for identical assets and liabilities

Level 2 inputs that are observable for the asset or liability, either directly (prices) or indirectly
(derived from prices) from observable market data

Level 3 inputs for assets and liabilities not based upon observable market data

The Company’s financial instruments are exposed to certain financial risks, including credit, liquidity,
currency and interest rate risk.

Credit risk

Credit risk arises from cash held with banks and financial institutions, as well as credit exposure on
outstanding accounts receivables. The maximum exposure to credit risk is equal to the carrying value of
the financial assets. The Company seeks to limit its exposure to this risk by holding its cash in reputable
financial institutions. The Company does not have significant credit risk with respect to customers.

Liquidity risk

As at December 31, 2018 the Company’s current liabilities consisted of accounts payable and accrued
liabilities and notes payable. The Company’s current assets less accounts payable and accrued liabilities
are positive $1,221,020. However, the Company has negative working capital of $2,236,164 due to the
notes payable totalling $4,007,892 being classified as a current liability as at December 31, 2018. These
notes payable were assumed as part of the DAFF Acquisition (Note 4). The Company expects to repay
the notes payable with proceeds from a private placement financing prior to the maturity date. If the
Company is unsuccessful with the financing, or unable to otherwise repay the notes payable the note
holders could foreclose on the collateral. The Company believes this outcome is highly unlikely.

Currency risk

Currency risk is the risk that changes in foreign exchange rates will affect the Company’s income or the
value of its holdings of financial instruments. The functional currency of DAFF is the US Dollar and the
majority of transactions are transacted in the US Dollar. In addition, all DAFF financial liabilities are
denominated in the US Dollar. The Company does not undertake currency hedging activities to mitigate its
foreign currency risk. The impact on the Company’s profit or loss resulting from a 10% fluctuation in foreign
exchange rates would be approximately $430,000.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due
to changes in market interest rates. The Company has debt instruments however the interest rate is fixed
and therefore the related interest rate risk is minimal.

Capital management

The Company’s objectives when managing its capital are to safeguard its ability to continue as a going
concern, to meet its capital expenditures for its continued operations, and to maintain a flexible capital
structure which optimizes the cost of capital within a framework of acceptable risk. The Company manages
its capital structure and adjusts it in light of changes in economic conditions and the risk characteristics of
the underlying assets. To maintain or adjust its capital structure, the Company may issue new shares, enter
into debt facilities, or acquire or dispose of assets. The Company is not subject to externally imposed capital
requirements.
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Management reviews its capital management approach on an ongoing basis and believes that this
approach, given the relative size of the Company, is reasonable. There have been no changes to the
Company’s capital management approach in the period. The Company considers its shareholders’ equity
as capital.

16. SUPPLEMENTAL CASH FLOW INFORMATION

Nine months ended December 31,

2018 2017
$ $
Non-cash transactions
Fair value of net assets from acquisitions (Note 3 and 4)
Fair value of accounts receivable 2,642,593 -
Fair value of inventory 153,525 -
Fair value of prepaid expenses 35,000 -
Fair value of investment in licensee 54,015 -
Fair value of equipment 8,136 -
Fair value of intangible assets 5,645,241 -
Fair value of accounts payable and accrued liabilities (534,594) -
Fair value of notes payable (5,673,800) -
Fair value of subscription proceeds (2,192,000) -
Shares issued for DAFF acquisition (2,905,200) -
Warrants issued for DAFF acquisition (187,789) -

The non-cash transactions noted above represent the fair value of the net assets of DAFF and
CannAmerica resulting from the business combination and reverse takeover transactions, as described
in Notes 3 and 4. The amounts did not result in an exchange or receipt of cash.

17. SUBSEQUENT EVENTS

(@) On January 7, 2019 the Company entered into a binding letter of intent (“LOI”) to create a joint
venture with Invictus MD Strategies Corp. and CBDistribution Company Ltd. (collectively the “Joint
Venture”) with the intention of acquiring hemp biomass for extraction into CBD isolate using
purpose-built facilities for large scale CBD extraction. Each of the parties will hold a one-third
ownership in the joint venture.

On January 16, 2019 the Joint Venture entered into a binding LOI with Z3 Sciences, LLC (“Z3”) to
purchase 80% of the membership interests of Z3. Z3 operates a hemp biomass processing facility
in Colorado capable of processing 50,000 pounds of hemp biomass per month.

(b) On January 10, 2019 the Company issued 2,662,326 units at $0.60 for proceeds of $1,597,397.
Each unit was comprised of one common share and one common share purchase warrant
exercisable at $0.80 per common share expiring on January 10, 2021.

(c) On January 15, 2019 the Company granted 2,450,000 stock options to directors, officers, and
consultants of the Company exercisable at a price of $0.60 per share expiring on January 15, 2024.

(d) On January 21, 2019 the Company granted 950,000 stock options to directors, officers, and
consultants of the Company exercisable at a price of $0.60 per share expiring on January 21, 2024.
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