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NOTICE OF NO AUDITOR REVIEW OF CONSOLIDATED INTERIM FINANCIAL STATEMENTS

The accompanying unaudited consolidated interim financial statements of CannAmerica Brands Corp.
(the “Company”) for the six months ended September 30, 2020, have been prepared by the management
of the Company and approved by the Company’s Audit Committee and the Company’s Board of
Directors.

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review
of the interim financial statements, they must be accompanied by a notice indication that an auditor has
not reviewed the financial statements.

The accompanying unaudited consolidated interim financial statements of the Company have been
prepared by and are the responsibility of the Company’s management.

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



CannAmerica Brands Corp.

Interim Consolidated statements of financial position

(Expressed in Canadian dollars)

September 30, March 31,
2020 2020
Notes $ $
Assets
Current
Cash 49,101 15,973
Accounts receivable 5 464,606 139,031
Prepaid expenses and deposits 271,255 391,063
784,962 546,067
Investment in licensee 6 882,920 886,689
Equipment 7 46,728 60,844
Intangible assets 8 1,375,000 1,375,000
Total assets 3,089,610 2,868,600
Liabilities and equity (deficiency)
Current liabilities
Accounts payable and accrued liabilities 9 863,069 884,764
Deferred revenue 682,756 293,457
Notes payable 10 3,939,590 4,040,917
Debentures 11 645,039 608,152
Total liabilities 6,130,454 5,827,290
Equity (deficiency)
Share capital 13 8,070,711 8,060,711
Shares issuable 108,521 108,521
Contributed surplus 2,761,896 2,759,676
Deficit (14,133,290) (13,547,087)
Accumulated other comprehensive loss 151,318 (340,511)
Total equity (deficiency) (3,040,844) (2,958,690)
Total liabilities and equity (deficiency) 3,089,610 2,868,600
Nature and continuance of operations (Note 1)
Approved by the Board of Directors:
“Austin Sims” ‘Dan Anglin”

Austin Sims, Director

Dan Anglin, CEO and Director

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



CannAmerica Brands Corp.

Interim Consolidated statements of operations and comprehensive loss

(Expressed in Canadian dollars)

Three months

Six months ended

ended September 30,
September 30,
2020 2019 2020 2019
Notes $ $ $ $
Revenue 41,808 249,326 145,695 514,876
Cost of sales 3,801 112,667 14,751 94,791
Gross margin 38,006 136,659 130,944 420,085
Expenses
Advertising and promotion 59,687 228,406 135,789 475,800
Bad debt expense (recovery) - 681 - (51,919)
Bank charges 1,090 1,310 1,215 2,569
Depreciation 7 4,546 4,131 9,469 7,419
Interest expense 10 67,735 48,293 210,771 98,579
Office and administration 11,528 52,181 16,703 101,300
Professional fees 33,900 225,641 98,919 413,260
Salaries and benefits 11 (149,611) 163,223 45,405 345,862
Share-based compensation 11,12 757 451,179 2,220 865,613
Loss before other items 8,376 (1,038,386) (389,547) (1,838,397)
Loss on disposal of asset - 11,461 - 11,461
Foreign exchange gain (loss) (58,777) (10,828) (196,658) 5,461
Net loss for the period (50,400) (1,038,984) (586,203) (1,855,283)
Unrealized gain (loss) on foreign exchange (114,839) (56,614) 65,402 (90,730)
translation
(165,239) (1,095,398) (520,803) (1,946,013)
Comprehensive loss for the period
Loss per common share — basic and diluted (0.01) (0.02) (0.01) (0.02)
Weighted average number of common shares
outstanding 53,744,944 51,840,890 53,744,994 51,840,890

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



CannAmerica Brands Corp.
Interim Consolidated statements of changes in equity (deficiency)
(Expressed in Canadian dollars)

Accumulated

other
Shares Contributed comprehensive
Number of  Share capital issuable surplus loss Deficit Total
shares $ $ $ $ $ $
Balance, March 31, 2019 52,453,684 7,873,211 - 1,912,959 (120,946) (8,916,386) 748,838
Issuance of bonus shares 1,250,000 187,500 - - - - 187,500
Warrants issued pursuant to debentures - - - 24,077 - - 24,077
Shares issuable - - 108,521 - - - 108,521
Share-based compensation - - - 822,640 - - 822,640
Net loss - - - - - (4,630,701)  (4,630,701)
Foreign currency translation adjustment - — - - (219,565) - (219,565)
Balance, March 31, 2020 53,703,684 8,060,711 108,521 2,759,676 (340,511) (13,547,087) (2,958,690)
Issuance of consulting shares 538,503 10,000 - - - - 10,000
Share-based compensation - - - 2,220 - - 2,220
Net loss - - - - - (586,203) (576,203)
Foreign currency translation adjustment - - - - 491,829 - 491,829
Balance, September 30, 2020 54,242,187 8,070,711 108,521 2,761,896 151,318 (14,133,290) (3,040,844)

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



CannAmerica Brands Corp.
Interim Consolidated statements of cash flows
(Expressed in Canadian dollars)

Six months ended September 30,

2020 2019
$ $

Operating activities
Net loss (586,203) (1,855,283)
Items not affecting cash

Depreciation 9,469 7,419

Bad debt expense (recovery) - (51,919)

Share-based compensation 2,220 865,613

Share issuance cost 10,000 -

Interest and accretion expense 122,166 98,579
Changes in non-cash working capital balances

Accounts receivable (325,575) 187,254

Prepaid expenses and deposits 119,808 300,804

Deferred revenue 389,299 50,129

Accounts payable and accrued liabilities (21,695) 19,251
Net cash used in operating activities (280,511) (378,873)
Investing activities

Purchase of equipment - (13,808)
Net cash provided (used) by investing - (13,808)
activities
Financing activities

Repayment of notes payable - (437,093)

Proceeds from notes payable - 663,000
Net cash provided by financing activities - 225,907
Effect of foreign currency translation on cash 313,639 28,699
Increase (decrease) in cash 33,128 (138,075)
Cash, beginning of year 15,973 748,220
Cash, end of year 49,101 610,145

Supplemental cash flow information (Note 16)

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



CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

1.

NATURE AND CONTINUANCE 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 interim consolidated financial statements comprise the financial statements of
CannAmerica and its wholly-owned 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 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 brand licensing agreements
with licensees in the states of Colorado, Nevada, Oklahoma and Massachusetts. On October 15,
2018 the Company listed on the Canadian Securities Exchange (the “CSE”) under ticker symbol
“CANA”,

These unaudited interim consolidated 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. As at
September 30, 2020 the Company has an accumulated deficit of $14,133,290 and has generated
negative cash flows from operations. These unaudited interim consolidated financial statements do
not include any adjustments relating to the recoverability and classification of assets and 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 will 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 significant doubt on the
Company’s ability to continue as a going concern.

In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic.
This contagious disease outbreak, which has continued to spread, and any related adverse public
health developments, has adversely affected workforces, economies, and financial markets globally,
potentially leading to an economic downturn. Management continues to monitor the situation and is
assessing the impact on the Company.



CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These unaudited interim consolidated financial statements, including comparatives, have been
prepared in accordance with International Financial Reporting Standards” (“IFRS”) as issued by the
International Accounting Standards Board (“IASB”). These unaudited interim consolidated financial
statements were authorized for issue by the Board of Directors on November 30, 2020.

Basis of presentation and measurement

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

Basis of consolidation

These unaudited interim consolidated financial statements comprise the financial statements of the
Company and its wholly-owned subsidiaries. Subsidiaries are those entities which the Company
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

2020 2019
CannAmerica Holdings Corp. 100% 100%
DAFF International, LLC 100% 100%

Functional and presentation currency

Items included in the unaudited interim consolidated financial statements of the Company and its
wholly owned subsidiaries are measured using the currency of the primary economic environment in
which the entity operates. 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 interim consolidated financial statements are presented in Canadian dollars.

Foreign currency transactions are translated into the functional currency at the exchange rate as at
the date of the transaction. At each statement of financial position date, monetary assets and
liabilities in foreign currencies are translated using the period end foreign exchange rate. Non-
monetary assets and liabilities in foreign currencies are translated using the historical rate. All gains
and losses on translation of these foreign currency transactions are included in profit and loss.

The results and financial position of a subsidiary that has a functional currency different from the
presentation currency are translated into the presentation currency as follows:
o Assets and liabilities are translated at the closing rate at the reporting date;

e Income and expenses for each income statement are translated at average exchange
rates for the period; and

e All resulting exchange differences are recognized in other comprehensive income as
cumulative translation adjustments.

On consolidation, exchange differences arising from the translation of the net investment in a foreign
operation are taken to accumulated other comprehensive loss. When a foreign operation is sold, such
exchange differences are recognized in profit or loss as part of the gain or loss on sale.



CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Significant accounting estimates and judgments

The preparation of these unaudited interim consolidated financial statements requires management to
make certain estimates, judgments and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statement and reported amounts of expenses during the reporting
period. Actual outcomes could differ from these estimates. These unaudited interim consolidated
financial statements include estimates which, by their nature, are uncertain. The impacts of such
estimates are pervasive throughout the unaudited interim consolidated financial statements and may
require accounting adjustments based on future occurrences. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and future periods if the revision affects both
current and future periods. These estimates are based on historical experience, current and future
economic conditions and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

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

Significant accounting estimates

i the measurement of deferred income tax assets and liabilities;
ii. inputs used in impairment calculations; and
iii. inputs used in share-based compensation

Significant accounting judgments

i the evaluation of the Company’s ability to continue as a going concern;
ii. assessment of indications of impairment; and
iii. assessment of whether an acquisition is a business combination or an asset acquisition

New accounting standards adopted effective April 1, 2019
IFRS 16 Leases

The Company adopted IFRS 16, Leases effective April 1, 2019. IFRS 16 was issued in January 2016
and specifies how an IFRS reporter will recognize, measure, present and disclose leases. The
standard provides a single lessee accounting model, requiring lessees to recognize assets and
liabilities for all leases unless the term is 12 months or less or the underlying asset has a low value.
Lessors continue to classify leases as operating or finance, with the approach under IFRS 16 to
lessor accounting substantially unchanged from its predecessor, IAS 17. The adoption of IFRS 16
did not have any significant effect on the Company as the Company does not have any leases.

IFRIC 23 Uncertainty over Income Tax Treatments

IFRIC 23, Uncertainty over Income Tax Treatments, provides guidance on the accounting for current
and deferred tax liabilities and assets in circumstances in which there is uncertainty over income tax
treatments. The adoption of IFRIC 23 did not have any significant effect on the Company.
Accounting standards and amendments issued but not yet effective

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 interim consolidated financial statements.



CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

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); and

(ii) 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 under IFRS 3 Business Combinations as
CannAmerica, prior to the Acquisition, did not meet the definition of a business. 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 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 based
on the net asset value of CannAmerica as follows:

$
Consideration paid

Common shares deemed to be issued (7,360,001 common shares) 1,245,805

Fair value of net assets acquired
Cash 980,563
Amounts receivable 2,500,000
Prepaid expenses 35,000
3,515,563
Accounts payable 77,758
Share subscriptions received 2,192,000
2,269,758

Identifiable net assets acquired 1,245,805




CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

4. BUSINESS COMBINATION AND GOODWILL

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

The aggregate consideration for the DAFF Acquisition was comprised of:

(i) 35.83 common shares of CannAmerica Holdings;
(i) 14.17 common shares of CannAmerica Holdings issuable conditional upon attaining certain
targets;
(iii) 15 common share purchase warrants of CannAmerica Holdings;
(iv) $2,255,000 (US$1,750,000) payable to the creditors of DAFF as a partial settlement of
DAFF'’s liabilities; and
(v) $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. If the 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.

In addition, the Company will provide $322,000 (US$250,000) to DAFF for working capital purposes.

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 liabilites assumed were
recorded at their estimated fair value at the acquisition 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 in licensee 940,671
Equipment 8,136
Intangible assets 5,170,000
6,443,451
Accounts payable and accrued liabilities 455,724
Notes payable 5,674,912
Deferred tax liability 80,000
Identifiable net assets acquired 232,815
Goodwill 1,371,928

1,604,743




CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

4. BUSINESS COMBINATION AND GOODWILL (cont’d)

$

Consideration paid
Fair value of 35.83 common shares of the CannAmerica Holdings 1,433,333
Fair value of contingent consideration 66,251
Fair value of 15 common share purchase warrants of CannAmerica Holdings 105,159
1,604,743

The warrants have an estimated fair value of $105,159, calculated using the Black-Scholes option
pricing model assuming the warrants will expire 24 months following the date the warrants were
granted, a stock price on the issuance date of $0.20, an exercise price of $0.50, an average risk-free
interest rate of 1.88%, an expected dividend rate of 0%, and an average expected annual volatility of
75%. The 15 warrants issued pursuant to the DAFF Acquisition were exchanged for 3,000,000
warrants of CannAmerica as part of the CannAmerica Holdings Acquisition (Note 3).

The resulting goodwill represents the sales and growth potential of DAFF. At March 31, 2019, the

Company recorded impairment of $1,371,928 to write-down the goodwill to its estimated recoverable
amount.

5. ACCOUNTS RECEIVABLE

2020 2019

$ $

Trade accounts receivable 420,106 67,792
GST and taxes recoverable 44,500 37,739
464,606 105,532

The trade accounts receivable is net of allowance for expected credit losses. As at September 30,
2020, the allowance for expected credit losses of $251,134 (2019: $251,988) reflects the Company’s
best estimate of expected credit losses inherent in the trade accounts receivable and is determined
based on known troubled accounts, historical experience, and other available information.

6. INVESTMENT IN LICENSEE

The Company owns a 10% equity investment in a licensee which holds a cannabis processing
license under the Maryland Medical Cannabis Commission and an option to purchase an additional
30% equity investment in the licensee for USD$2,500,000. The estimated fair value of the investment
in the licensee and the option as at September 30, 2020 is $882,920.



CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)
7. EQUIPMENT

Total

$

Cost

Balance, March 31, 2019 61,767
Additions 20,649
Foreign currency translation adjustment (1,454)
Balance, March 31, 2020 80,962

Net additions -
Foreign currency translation adjustment (4,648)
Balance, September 30, 2020 76,314
Balance, March 31, 2019 4,997
Disposal of asset (1,996)
Depreciation 17,117
Balance, March 31, 2020 20,118
Depreciation 9,469
Balance, September 30, 2020 29,587
Balance, March 31, 2020 60,844
Balance, September 30, 2020 46,728

8. 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 have an indefinite useful life.

Total

$

Balance, March 31, 2018 -
Additions (Note 4) 5,170,000
Foreign currency translation adjustment 57,736
Impairment (2,127,736)
Balance March 31, 2019 3,100,000
Impairment (1,725,000)
Balance, March 31, 2020 and September 30, 2020 1,375,000

At March 31, 2020, the Company recorded impairment of $1,725,000 (2019: $2,127,736) to write-
down the intangible assets to their estimated recoverable amount.

9. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

2020 2019

$ $

Trade accounts payable 712,437 848,626
Accrued liabilities 150,632 88,683

Payroll liabilities

863,069 937,309




CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

10. NOTES PAYABLE

1.

As part of the DAFF Acquisition (Note 4), the Company acquired promissory notes, including a
promissory note due to HWH Holdings 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 was 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 year ended March 31, 2019, the Company repaid US$1,200,000 of the balance owing and
recorded interest expense of $128,551. On December 9, 2019, the Company and HWH Holdings LLC
amended the loan agreement to continue to incur interest at 9% per annum with no set maturity date.
During the year ended March 31, 2020, the Company repaid US$301,748 of the balance owing and
recorded interest expense of $230,927. As of September 30, 2020, the balance of the principal and
accrued interest is $3,539,420 (US$2,653,437) (2019: $3,242,058).

The Company also acquired US$650,000 in notes payable as part of the DAFF acquisition. During
the year ended March 31, 2019, the Company repaid US$350,000. The notes payable are non-
interest bearing and were 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 September 30, 2020, the balance of
the principal is $400,170 (US$300,000) (2019: $397,290).

DEBENTURES

On August 30, 2019, the Company completed a non-brokered private placement of unsecured
debentures (the “Debentures”) for gross proceeds of $663,350. The Debentures have a term of
fifteen (15) months and bear interest at a rate of 12% per annum. The subscribers also received
3,316,750 warrants to purchase common shares of the Company (the “Warrants”). Each Warrant
entitles the holder to purchase one common share of the Company at an exercise price of
$0.1582303 per common share for a period of 36 months.

The Company is required to repay the Debentures in 12 equal monthly installments of 1/12 of the
principal amount plus accrued interest (the “Repayment Amount”) beginning four months plus one
day after the date of issuance of the Debentures. The Company has the option of making the
Repayment Amount in common shares. The number of common shares payable would be equal to
the Repayment Amount divided by the issue price of 85% of the volume-weighted average price of
the Company’s common shares for 5 consecutive trading days before the repayment date (“Price”).
The Company may not repay the Debentures with common shares if the Price is less than $0.10 per
common share or if there has been an event of default. If an event of default occurs as defined in the
debenture agreement, the rate of interest will increase to 25% per annum. Any event of default is
waivable in writing by the subscriber.

The Company recorded the $634,249 liability component of the Debentures based on the estimated
fair value of the liability component and allocated the remaining residual of $29,101 to the Warrants.

The Company incurred total issuance costs of $114,509 of which $109,486 was allocated to the
Debentures and $5,024 was allocated to the Warrants. The total issuance costs include $10,000 of
common shares issuable to the finder.

Principal amount of Debentures $ 663,350
Discount allocated to Warrants (29,101)
Issuance costs (109,486)
Repayments (60,647)
Interest and accretion 180,923

Balance at September 30, 2020 $ 645,039




CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

12. 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 exchange amounts agreed between the parties.

For the period ended September 30, 2020, the Company was charged $36,939 in salaries (2019:
$76,147) by the CEO of the Company. At September 30, 2020 there is a balance of $11,502 (2019:
$nil) payable to the CEO.

For the period ended September 30, 2020, the Company was charged $46,379 in salaries by the
COO of the Company. At September 30, 2020, there is a balance of $1,572 (2019: $nil) payable to
the COO.

For the period ended September 30, 2020, the Company was charged $36,939 in salaries (2019:
$76,147) by the CCO of the Company.

For the period ended September 30, 2020, the Company was charged $33,348 in management fees
(2019: $39,729) by the CFO of the Company. At September 30, 2020 there is a balance of $6,670
(2019: $nil) payable to the CFO.

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
September 30, 2020 and 2019:

2020 2019

$ $

Salaries, bonuses, fees and benefits 153,604 192,024
Share based compensation 2,220 325,296

155,824 517,319




CannAmerica Brands Corp.

Notes to the Interim Consolidated Financial Statements

For the six-month period ended September 30, 2020 and 2019
(Expressed in Canadian dollars)

(Unaudited)

13. SHARE CAPITAL

The Company has an unlimited number of common shares without par value authorized for issuance.
As at September 30, 2020, the Company had 54,242,187 common shares issued and outstanding
(2019: 53,703,684) of which 3,301,200 were held in escrow (2019: 4,951,800). As at March 31, 2020,
the Company has $98,521 of shares issuable to a licensee under the terms of the license agreement.

On August 14, 2019, the Company issued 1,250,000 bonus shares to certain directors, officers, and
employees which had a fair value of $187,500 included as share-based compensation.

On September 2, 2020, the Company issued 538,503 shares to consultants for services performed
which had a fair value of $10,000 included as consultant expense.

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, 2019 5,914,646 0.64
Granted 3,316,750 0.16
Outstanding, March 31, 2020 9,231,396 0.47
Granted - -
Outstanding, September 30, 2020 9,231,396 0.47

The following summarizes information about the outstanding share purchase warrants exercisable to
acquire common shares of the Company as at September 30, 2020:

Number of Exercise
warrants price

outstanding $ Expiry date
3,000,000 0.50 May 30, 2020
2,768,819 0.80 January 10, 2021

145,827 0.60 January 10, 2021

3,316,750 0.16 August 22, 2022
9,231,396

As at September 30, 2020, the Company has an obligation to issue 167,692 finders warrants in
connection with the Debentures detailed in Note 11.

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.
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13. SHARE CAPITAL (cont’d)

On April 13, 2020, the Company granted 250,000 stock options to a director of the Company. The
stock options are exercisable at price of $0.05 per share for a period of five years from the grant date.
The stock options vest over a period of two years with 25% vesting immediately and an additional
25% vesting every 6 months thereafter.

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

Weighted

Number of average

options  exercise price

$
Outstanding, March 31, 2019 7,575,000 0.44
Cancelled (825,000) 0.38
Forfeited (275,000) 0.60
Outstanding, March 31, 2020 6,475,000 0.44
Granted 250,000 0.50
Outstanding September 30, 2020 6,725,000 0.44

The following summarizes information about the outstanding stock options exercisable to acquire
common shares of the Company as at September 30, 2020:

Outstanding Exercisable
Weighted Weighted
average Weighted average Weighted
remaining average remaining average
contractual exercise price contractual life exercise price
Number of options life (years) $ Number of options (years) $
3,500,000 2.1 0.30 3,500,000 21 0.18
2,000,000 3.3 0.60 1,500,000 3.3 0.15
675,000 0.0 0.60 675,000 0.0 0.07
300,000 3.4 0.60 150,000 3.4 0.02
250,000 3.8 0.50 62,500 3.8 0.01

6,725,000 0.44 5,962,500 0.42
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14. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Financial instruments recorded at fair value are classified using a fair value hierarchy that reflects the
significance of inputs used in making the measurements. 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 following financial instruments are presented at fair value on a recurring basis:

September 30, 2020

Carrying
value Level 1 Level 2 Level 3
$ $ $ $
Cash 49,101 49,101 - -
Investment in licensee 882,920 - 882,920 -

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

The following table details the Company's expected remaining contractual cash flow requirements for its
financial liabilities on repayment or maturity periods. The amounts presented are based on the contractual
undiscounted cash flows and may not agree with the carrying amounts in the unaudited interim
consolidated statements of financial position:

As at September 30, 2020 Up to 1 year 1-5years Total
Accounts payable 863,069 - 863,069
Notes payable 3,939,590 - 3,939,590
Debentures 645,039 - 645,039

5,447,698 - 5,447,698

The Company expected to repay the notes payable with proceeds from a private placement financing
prior to the maturity date and is continuing to pursue financing. If the Company is unsuccessful with the
financing, or unable to otherwise repay the notes payable the note holders could foreclose on the
collateral.

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 $492,000.
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14. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont’d)
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.

15. 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.

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
Period ended Sept 30,
2020 2019
$ $

Income taxes paid - -
Interest paid - -




