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WORLD CLASS EXTRACTIONS INC. (formerly CBD Med Research Corp.)
NOTICE OF NO AUDITOR REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

December 19, 2019



INTERIM CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (UNAUDITED)

(Expressed in Canadian Dollars)

AS AT October 31, April 30,
Note 2019 2019
ASSETS
Current assets
Cash $ 10,196,888 $16,002,152
Short term investments 3 - 275,500
Accounts receivable 616,534 -
Sales tax receivable 679,853 191,689
Loans receivable 5 502,194 1,757,767
Convertible loan receivable 7 1,954,442 1,954,442
Inventory 6 1,224,164 -
Prepaid expenses and deposits 8 1,124,883 776,129
16,298,958 20,957,679
Non-current assets
Goodwill 4 21,591,369 -
Investment 7 493,139 493,139
Series B convertible preferred stock 7 1 1
Right-to-use asset 14 95,066 100,347
Property and equipment (net) 9 1,674,738 332,811
Intangible assets (net) 10 9,555,957 9,824,654
TOTAL ASSETS $ 49,709,228 $31,708,631
LIABILITIES AND SHAREHOLDERS’ EQUITY
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities S 863,486 S 289,765
Customer deposits 522,822 -
Due to related parties 18 20,770 29,235
Current portion of lease obligations 15 6,696 6,281
1,413,774 325,281
Non-current liabilities
Non-current portion of lease obligations 15 99,710 103,165
Total liabilities 1,513,484 428,446
SHAREHOLDERS’ EQUITY
Share capital 11 61,256,937 40,349,053
Reserves 12,13 7,194,609 3,305,673
Deficit (20,255,802) (12,374,541)
Total shareholders’ equity 48,195,744 31,280,185
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 49,709,228 $31,708,631
Nature of operations (Note 1)
Commitments (Note 21)
Subsequent events (Note 22)
APPROVED BY THE BOARD:
Signed, “Donal Caroll”, Director Signed, “Chand Jagpal”, Director

The accompanying notes are an integral part of these interim condensed consolidated financial statements.
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INTERIM CONDENSED CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS

(UNAUDITED)

(Expressed in Canadian Dollars)

For the three months ended

For the six months ended

Note October 31, 2019 October 31, 2018

October 31, 2019 October 31, 2018

Sales $ 12,037 $ - $ 179,839 $ -
Cost of Sales (10,519) - (95,783) -
Gross Profit 1,518 - 84,056 -
Expenses
Acquisition fees 4 - - 982,675 -
Amortization 9,10 751,475 - 1,454,086 -
Bank charges 2,715 458 6,966 586
Bad debt - - 504 -
Consulting fees 18 298,598 160,637 561,371 328,728
Development & research 564,179 43,658 818,437 52,460
Filing fees 21,461 - 57,193 -
General and administrative expenses 124,543 7,368 126,928 14,765
Professional fees 18 216,642 27,345 576,191 90,253
Investor relations 90,000 - 99,979 -
Lease interest 15 3,475 - 6,960 -
Management fees 18 38,325 - 92,825 -
Marketing and research 174,043 - 474,167 -
Remuneration and benefits 18 561,920 - 799,439 -
Rent 62,075 - 100,720 -
Repairs and Maintenance 150,902 150,902

Share-based payments 12,17 496,505 - 1,489,640 -
Travel 119,386 126,931 187,050 166,485

3,676,244 366,397 7,986,033 653,277

Net loss before other income $ (3,674,726) (366,397) $ (7,901,977) $ (653,277)
Other Income

Interest income 32,618 - 39,440 -
Foreign exchange gain (loss) 1,425 - (16,468) -
Loss on asset disposal 9 (2,256) - (2,256) -
Loss and comprehensive loss for the period $ (3,642,939) (366,397) $ (7,881,261) $ (653,277)
Weighted average number of common shares

outstanding - basic and diluted 600,196,572 23,014,578 561,184,510 23,014,578
Basic and diluted loss per share $ (0.01) (0.02) $ (0.01) $ (0.03)

The accompanying notes are an integral part of these interim condensed consolidated financial statements.
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INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (UNAUDITED)

(Expressed in Canadian Dollars)

Number of Retained Earnings
Common Share Capital Options Warrants (Deficit) Shareholders' Equity
Shares’ $ $ $ $ $

Balance, April 30,2018 23,014,578 13,000,000 - - 10,737 13,010,737
Shares issued for private placement - 2,349,500 - - - 2,349,500
Share issuance costs and issuance of warrants - (379,139) - 167,684 - (211,455)
Net loss for the period - - - - (653,277) (653,277)
Balance, October 31, 2018 23,014,578 14,970,361 - 167,684 (642,540) 14,495,505
Balance, April 30,2019 451,180,147 40,349,053 1,864,786 1,440,887 (12,374,541) 31,280,185
Shares issued for acquisition 148,316,425 20,764,300 - - - 20,764,300
Options issued for acquisition of Quadron - - 1,097,418 - - 1,097,418
Warrants issued for acquisition of Quadron - - - 1,375,462 - 1,375,462
Stock options exercised 700,000 70,000 - - - 70,000
Fair value of options exercised - 73,584 (73,584) - - -
Share-based compensation expense for options - - 1,489,640 - - 1,489,640
Net loss for the period - - - - (7,881,261) (7,881,261)
Balance, October 31,2019 600,196,572 61,256,937 4,378,260 2,816,349 (20,255,802) 48,195,744

12018 figures were adjusted to reflect the share split on February 28, 2019

The accompanying notes are an integral part of these interim condensed consolidated financial statements.
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INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(Expressed in Canadian Dollars)

Six months ended October 31, 2019 October 31,2018

Cash flows from operating activities:

Net loss for the period S (7,881,261) $ (653,277)
Items notinvolving cash:
Bad debts 504 -
Depreciation 1,454,086 -
Acquisition fees 982,676 -
Lease interest (7,744) -
Share-based payments 1,489,640 -
Change in non-cash operating working capital:
Accounts receivable (6,418) (17,063)
Short-term investments 275,500 -
Accounts payable and accrued liabilities 355,624 91,306
Amounts payable to related parties (14,642) (117,982)
GST recoverable (307,073) (39,944)
Inventory 346,791 -
Prepaid expenses (225,042) -
Customer deposits 100,643 -
(3,436,716) (736,960)

Cash flows from investing activities:

Expenditures on intangible assets (1,053,846) -
Purchase of equipment (1,208,902) (545,190)
(2,262,748) (545,190)

Cash flows from financing activities:

Share subscription receivable - (89,671)
Cash acquired upon acquisition of Quadron 1,323,464 -
Loans payable (1,499,264) -
Proceeds from the issuance of common shares, net of shareissuance
costs 70,000 2,138,045
(105,800) 2,048,374
Changein cash and cash equivalents for the period (5,805,264) 766,223
Cash and cash equivalents, beginning of the period 16,002,152 138,894
Cash and cash equivalents, end of the period S 10,196,888 S 905,117

Supplemental cash flow information (Note 19)

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

5|Page



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

1. NATURE OF OPERATIONS

World Class Extractions Inc. (previously CBD Med Research Corp.) (the “CBD” or “Company”) was incorporated
under the laws of British Columbia on December 2, 1965, under the name “Luaaron Metals Ltd.” Subsequent
to this, there were several name changes and on February 28, 2019, the Company changed its name to World
Class Extractions Inc. (“WCE”). The head and registered office of the Company is located at Suite 308 - 9080
University Crescent, Burnaby, BC, V5A 0B7.

On March 11, 2019, the Company completed its reverse takeover transaction (the “Transaction” or “RTO”)
(Note 4) with World Class Extraction (Ontario) Inc. (formerly World Class Extraction Inc.) (“WCE”), a private
company incorporated under the laws in Ontario on January 25, 2018. Pursuant to the RTO, CBD acquired all
of the issued and outstanding shares of WCE for the issuance of 1 CBD share for each WCE share. CBD did not
have any significant operations at the time of the Transaction. Following the closing of the Transaction, CBD
changed its name to World Class Extractions Inc.

On June 17, 2019, the Company and Quadron Cannatech Corporation ("Quadron") completed their previously
announced plan of arrangement (the "Arrangement") (Note 4(b)) under the provisions of the British Columbia
Business Corporations Act (“BCBCA”), pursuant to which the Company acquired all of the common shares of
Quadron following Quadron's amalgamation with the Company's wholly-owned subsidiary, 1212476 B.C. Ltd.
to form a new wholly-owned subsidiary of the Company continuing as "Quadron Cannatech Corporation"
("Amalco"). Under the terms of the Arrangement, each former Quadron shareholder received two common
shares of the Company. In addition, options and warrants to purchase Quadron shares will continue to remain
outstanding as options and warrants of the Company. The Company paid $280,500 and issued 5,015,531
common shares of the Company to financial advisors as acquisition fees.

The Company is listed on the Canadian Securities Exchange (“CSE”) under the symbol “PUMP” and on the
Frankfurt Stock Exchange under the symbol “WCF” and “WKN:A2PF9C”. The Company is currently seeking a
listing on the OTCQB Venture Market, a US trading platform that is operated by the OTC Markets Group in New
York. The Company manufactures industrial grade extraction systems for cannabis and hemp processing,
focusing on extraction, compound isolation and formulation technologies and processes. The business of the
Company is to commercialize its extraction and processing systems utilizing various technologies to effectively
produce extracts and concentrates from cannabis and hemp and isolate essential compounds found in plant
material. The Company is working to become the Canadian leader of advanced industrial-scale cannabis and
hemp extraction systems, technologies and processes by providing cost-effective and at-scale production to
produce high margin, high-quality extracts and premium derivative products and consumer brands.

With the acquisition of Quadron, the Company provides ancillary equipment, products and services, designed
and structured to cannabis and hemp industry participants.

On July 5, 2019, the Board of Directors (the “Board”) filed a change of year end to change the Company’s year

end from December 31 to April 30, effective for the period ended April 30, 2019 to align its reporting periods
with Quadron (see Note 4).
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

2. BASIS OF PRESENTATION

Statement of Compliance and presentation

These interim condensed consolidated financial statements (“Financial Statements”) have been prepared by
management of the Company in accordance with International Accounting Standard (“IAS”) 34, “Interim
Financial Reporting”, following the same accounting principles and methods of computation as outlined in the
Company’s financial statements for the period ended April 30, 2019 and December 31, 2018, with exception to
the newly adopted International Financial Reporting Standards (“IFRS”) effective January 1, 2019, as discussed
in Note 3 below. A description of accounting standards and interpretations that have been adopted by the
Company can be found in the notes of the audited consolidated financial statements for the period ended April
30, 2019 and December 31, 2018. These interim condensed consolidated financial statements include all
necessary disclosures required for interim financial statements but do not include all disclosures required for
annual financial statements. Therefore, these interim condensed consolidated financial statements should be
read in conjunction with the most recent audited annual financial statements and the notes thereto for the
period ended April 30, 2019 and December 31, 2018.

These Financial Statements are presented in Canadian dollars except where otherwise indicated.

These interim condensed consolidated financial statements were approved and authorized for issue by the
directors of the Company on December 19, 2019.

Significant Estimates and Judgments

The preparation of consolidated financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities and expenses.
Estimates and associated assumptions applied in determining asset or liability values are based on historical
experience and various other factors including other sources that are believed to be reasonable under the
circumstances but are not necessarily readily apparent or recognizable at the time such estimates or
assumptions are made. Actual results may differ from these estimates.

The information about significant areas of estimation uncertainty considered by management in preparing the
consolidated financial statements is as follows:

Income taxes

Tax provisions are based on enacted or substantively enacted laws. Changes in those laws could affect
amounts recognized in profit or loss both in the period of change, which would include any impact on
cumulative provisions, and in future periods. Deferred tax assets (if any) are recognized only to the extent
it is considered probable that those assets will be recoverable. This involves an assessment of when those
deferred tax assets are likely to reverse and a judgment as to whether or not there will be sufficient
taxable profits available to offset the tax assets when they do reverse. This requires assumptions
regarding future profitability and is therefore inherently uncertain. To the extent assumptions regarding
future profitability change, there can be an increase or decrease in the amounts recognized in respect of
deferred tax assets as well as the amounts recognized in profit or loss in the period in which the change
occurs.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

2.

BASIS OF PRESENTATION (continued)

Significant Estimates and Judgments (continued)

Stock options and warrants

Determining the fair value of warrants and stock options requires estimates related to the choice of a
pricing model, the estimation of stock price volatility, the expected forfeiture rate and the expected term
of the underlying instruments. Any changes in the estimates or inputs utilized to determine fair value
could have a significant impact on the Company’s future operating results or on other components of
shareholders’ equity.

Fair value of investment in warrants

Management uses Black-Scholes option pricing model in measuring the fair value of investment in
warrants, where active market quotes are not available. In applying the valuation technique,
management is required to determine and make assumptions about the most appropriate inputs to the
valuation model including the expected life, volatility, dividend yield and forfeiture rate. Such
assumptions are inherently uncertain and changes in these assumptions affect the fair value estimates.

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost of inventory includes cost of
purchase (purchase price, import duties, transport, handling, and other costs directly attributable to the
acquisition of inventories), and other costs incurred in bringing the inventories to their present location
and condition. Net realizable value for inventories is the estimated selling price in the ordinary course of
business less the estimated costs of completion and the estimated costs necessary to make the sale.
Provisions are made in profit or loss in the period for any difference between book value and net
realizable value.

Property and Equipment

The estimated useful lives of assets are reviewed by management and adjusted if necessary. To estimate
equipment’s useful life, management must use its past experience with the same or similar assets and
may review engineering estimates and industry practices for similar pieces of equipment and apply
statistical methods to assist in its determination of useful life.

Intangible assets

The useful lives of intangible assets have been determined based on management estimated attrition
rates related to the associated asset. Any subsequent change in these estimates would affect the amount
of amortization recorded over future periods.

Impairment of long-lived assets

Determining the amount of impairment of long-lived assets requires an estimation of the recoverable
amount, which is defined as the higher of fair value less the cost of disposal or value in use. Many of
factors used in assessing recoverable amounts are outside of the control of management and it is
reasonably likely that assumptions and estimates will change from period to period. These changes may
result in future impairments in the Company’ long term assets such as development assets.

8|Page



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019

(Expressed in Canadian Dollars)

2. BASIS OF PRESENTATION (continued)

Significant Estimates and Judgments (continued)

Allowance for doubtful accounts

The Company recognizes an impairment loss allowance for expected credit losses on trade accounts
receivable, using a probability-weighted estimate of credit losses. In its assessment, management
estimates the expected credit losses based on actual credit loss experience and informed credit
assessment, taking into consideration forward-looking information. If actual credit losses differ from
estimates, future earnings would be affected.

The information about significant areas of judgment considered by management in preparing the consolidated
financial statements is as follows:

the determination of categories of financial assets and financial liabilities has been identified as an
accounting policy which involves judgments or assessments made by management;

the determination if an acquisition meets the definition of business or whether assets are acquired;

the determination of whether it is likely that future taxable profits will be available to utilize against
any deferred tax assets;

the assessment of whether a contract is or contains a lease, whether the Company obtains
substantially all the economic benefits from the use of that asset and whether the Company has the

right to direct the use of the asset; and

the determination of the Company’s ability to continue as a going concern.

3. SIGNIFICANT ACCOUNTING POLICIES

a)

b)

c)

Cash and cash equivalents

Cash and cash equivalents include cash on deposit and highly liquid short-term interest-bearing
variable rate investments which are readily convertible into a known amount of cash. Cash and cash
equivalents are held with Canadian financial institutions.

Short term investments

As at April 30, 2019, the Company had a guaranteed investment certificate (“GIC”) held at the Bank of
Montreal, valued at $275,500 prime less 2.7%. Upon the completion of the amalgamation, the
investment was realized and transferred to cash. Therefore, as at October 31, 2019, the short-term
investments amounted to SNil.

Convertible loan receivable

The convertible loan receivable consists of a convertible loan receivable component and a separate
equity conversion feature component. The convertible loan receivable is measured at fair value on
initial recognition by discounting the stream of future interest and principal payments at the rate of
interest prevailing at the date of issue for instruments of similar term and risk. Subsequent
measurements are recognized at fair value through profit and loss.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

d)

e)

Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiaries. The consolidated financial statements are presented in Canadian dollars, which is the
Company and its subsidiaries’ functional currency. All significant intercompany balances, transactions
and any unrealized gains and losses arising from intercompany transactions, have been eliminated.
The Company’s subsidiaries are as follows:

Country of Operations Effective
Entity Incorporation Interest
World Class Extraction Canada Commercialization of the Company’s 100%
(Ontario) Inc. extraction and processing systems

utilizing various technologies to
effectively produce extracts and
concentrates from cannabis and
hemp and isolate essential
compounds found in the plant

material
Quadron Cannatech Canada Corporate entity overseeing the 100%
Corporation ("Quadron") operations of its subsidiaries
Soma Labs Scientific Inc. Canada Sale, rental and development of 100%
(“Soma”) (Subsidiary of extraction and processing
Quadron) equipment, and provision of research

and laboratory services

Greenmantle Products Canada Sale of premium disposable vaporizer 100%
Limited (“Greenmantle”) cartridges, pens and related

(Subsidiary of Quadron) materials

Cybernetic Control Canada Sale of automation control solution 100%
Systems Inc. (“Cybernetic”) equipment

(Subsidiary of Quadron)

1141588 BC Ltd. Canada Inactive 80%

(Subsidiary of Quadron)

On November 16, 2017, 1141588 BC Ltd. was incorporated to facilitate the development of new
extraction systems: Alcohol Extraction System, Pressure Assisted Filtration System, Distillation System,
and Hydrocarbon Extraction System. As of October 31, 2019, the subsidiary has been inactive.

Property and Equipment

On initial recognition, property and equipment are valued at cost, being the purchase price and
directly attributable cost of acquisition or construction required to bring the asset to the location and
condition necessary to be capable of operating in the manner intended by the Company, including
appropriate borrowing costs and the estimated present value of any future unavoidable costs of
dismantling and removing items. The corresponding liability is recognized within provisions.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

e)

f)

g)

Property and Equipment (continued)

Property and equipment are subsequently measured at cost less accumulated depreciation, less any
accumulated impairment losses, with the exception of land which is not depreciated. When parts of
an item of property and equipment have different useful lives, they are accounted for as separate
items (major components) of property and equipment.

The cost of replacing part of an item of property and equipment is recognized in the carrying amount
of the item if it is probable that the future economic benefits embodied within the part will flow to
the Company and its cost can be measured reliably. The carrying amount of the replaced part is
derecognized. The costs of the day-to-day servicing of property, plant and equipment are recognized
in the statements of comprehensive loss as incurred.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Company and the cost of the item can be measured reliably. All other repairs and maintenance
are charged to the statements of comprehensive loss during the financial period in which they
occurred.

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount and are recognized net within other
income in the statements of comprehensive loss.

Depreciation is recognized in the statements of comprehensive loss and is based on the estimated
useful lives of the assets is provided as follows:

Computer equipment 30% - 55% declining balance
Furniture, fixtures and equipment 20% declining balance
Leasehold improvement 20% declining balance
Production equipment 30% declining balance.

Depreciation methods, useful lives and residual values are reviewed at each financial year end and
adjusted, if appropriate.

Revenue recognition

The Company’s revenue is comprised of sales of its automation control systems and solutions,
extraction and procession solutions, provision of research and laboratory services and the sale of
vaporizer pens and cartridges. Revenues are recognized when persuasive evidence of a sale
arrangement exists, delivery has occurred, the price is fixed or determinable, and collectability is
reasonably assured. For its services related to automation control systems, extraction and procession
solutions and research and laboratory services, revenue is recognized when the service has been
rendered.

Inventory

Inventory is recorded at the lower of cost and net realizable value. Cost is determined using the
weighted average cost method. Net realizable value is the estimated selling price in the ordinary
course of business, less the estimated costs of completion and selling expenses.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

g)

h)

i)

Inventory (continued)

All inventories are periodically reviewed for impairment due to slow-moving and obsolete inventory.
The provisions for obsolete, slow-moving or defective inventories are recognized in profit or loss.
Previous write-downs to net realizable value are reversed to the extent there is a subsequent increase
in the net realizable value of the inventories.

Business combination

Business combinations are accounted for using the acquisition method. The cost of the acquisition is
measured at the aggregate of the fair values at the date of acquisition, of assets transferred, liabilities
incurred or assumed, and equity instruments issued by the Company. The acquiree’s identifiable
assets and liabilities assumed are recognized at their fair value at the acquisition date. Acquisition
related costs are recognized in profit or loss as incurred. The excess of the consideration over the fair
value of the net identifiable assets and liabilities acquired is recorded as goodwill. Any gain on a
bargain purchase is recorded in profit or loss immediately. Transaction costs are expensed as incurred,
except if related to the issue of debt or equity securities. Any goodwill that arises is tested annually
for impairment.

Right-to-use Asset

Lessees are required to initially recognize a lease liability for the obligation to make lease payments
and a right-of-use asset for the right to use the underlying asset for the lease term. The right-to-use
asset is initially measured at cost, which comprises the initial amount of the lease liability, adjusted
for lease prepayments, lease incentives received, the lessee’s initial direct cost (e.g., commissions) and
an estimate of restoration, removal and dismantling costs. Subsequently, lessees accrete the lease
liability to reflect interest and reduce the liability to reflect lease payments made, and the related
right-of-use asset is depreciated in accordance with the depreciation requirements of IAS 16 Property,
Plant and Equipment. Right-of-use assets are subject to impairment testing under IAS 36 Impairment
of Assets. Other leases are operating leases and are recognized on a straight-line basis in the
Company’s consolidated statements of loss and comprehensive loss. Please also see Note 14.

Foreign Currencies

Transactions in currencies other than the functional currency are recorded at the rates of exchange
prevailing on the date of the relevant transactions. At each financial position reporting date, monetary
assets and liabilities that are denominated in foreign currencies are translated at the rates prevailing
at the date of the statement of financial position. Translation gains and losses are included in income
or expense of the period in which they occur. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

k)

m)

Impairment of non-financial assets

The carrying amounts of the Company’s long-lived assets are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. An impairment loss is recognized if the carrying amount of an asset
or its related cash-generating unit (“CGU”) exceeds its estimated recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less cost
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset or cash-generating unit. For the purpose of impairment testing, assets
that cannot be individually tested are grouped together into the smallest group of assets that generate
cash inflows or CGUs.

Impairment losses are recognized in profit or loss. Impairment losses recognized in respect of CGUs
are allocated to reduce the carrying amounts of the assets in the CGU on a pro rata basis.

Related party transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Related parties may be individuals or corporate entities. A transaction is considered to be a
related party transaction when there is a transfer of resources or obligations between related parties.

Share-based payments

The stock option plan allows Company directors, officers, employees and consultants to acquire shares
of the Company. The fair value of options granted is recognized as a share-based payment expense
with a corresponding increase in shareholders’ equity. An individual is classified as an employee when
the individual is an employee for legal or tax purposes (direct employee) or provides services similar
to those performed by a direct employee. Consideration paid on the exercise of stock options is
credited to share capital and the fair value of the options is reclassified from share-based payment
reserve to share capital.

In situations where equity instruments are issued to non-employees and some or all of the services
received by the entity as consideration cannot be specifically identified, they are all measured at the
fair value of the share-based payment, otherwise, share-based payments are measured at the fair
value of the services received.

The fair value is measured at grant date and each tranche is recognized over the period during which
the options vest. The fair value of the options granted is measured using the Black-Scholes option
pricing model taking into account the terms and conditions upon which the options were granted. At
each reporting date, the amount recognized as an expense is adjusted to reflect the number of stock
options that are expected to vest.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

n)

o)

Financial instrument measurement and valuation

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:

e Level 1-Unadjusted quoted prices in active markets for identical assets or liabilities;

e Level 2 -Inputs other than quoted prices that are observable for the assets or liability either
directly or indirectly

e Level 3 - Inputs that are not based on observable market data.

The measurement of the Company’s financial instruments is disclosed in Note 15 to these consolidated
financial statements. Any financial instrument that is valued using level 2 or 3 inputs will involve
estimation uncertainty.

Financial instruments
(i) Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit or
loss (“FVTPL”), at fair value through other comprehensive income (“FVTOCI”) and at amortized cost.
The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of financial assets at initial recognition. A financial asset is measured at
amortized cost if it is held within a business model whose objective is to hold assets and collect
contractual cash flows, its contractual terms give rise on specified dates that are solely payments of
principal and interest on the principal amount outstanding, and it is not designated as FVTPL.

Equity instruments that are held for trading are classified as FVTPL. For other equity instruments, the
Company can make an irrevocable election (on an instrument by-instrument basis) on the day of
acquisition to designate them as at FVTOCI.

Financial assets at FVTPL

Financial assets carried at FVTPL are initially recorded at fair value and transaction costs are expensed
in the income statement. Realized and unrealized gains and losses arising from changes in the fair
value of the financial asset held at FVTPL are included in the statement of operations and
comprehensive loss in the period in which they arise. The Company’s convertible loan receivable and
investments are classified as FVTPL.

Financial assets at FVTOCI

Investments in equity instruments at FVTOCI are initially recognized at fair value plus transaction costs.
Subsequently they are measured at fair value, with gains and losses arising from changes in fair value
recognized in other comprehensive income. There is no subsequent reclassification of fair value gains
and losses to profit or loss following the derecognition of the investment. None of the Company’s
financial assets are classified as FVTOCI.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

o)

p)

Financial instruments (continued)
(i) Financial assets (continued)

Financial assets at amortized cost

Financial assets at amortized cost are initially recognized at fair value and subsequently carried at
amortized cost less any impairment. They are classified as current assets or non-current assets based
on their maturity date. The Company’s financial assets at amortized cost comprise cash, restricted
cash, short-term investments, accounts receivable and loans receivable.

Financial assets are derecognized when they mature or are sold, and substantially all the risks and
rewards of ownership have been transferred. Gains and losses on derecognition of financial assets
classified as FVTPL or amortized cost are recognized in the statement of operations and
comprehensive loss. Gains or losses on financial assets classified as FVTOCI remain within accumulated
other comprehensive income.

(ii) Financial liabilities

The Company classified its financial liabilities as subsequently measured at amortized cost which
include trade and other payables. The Company derecognizes a financial liability when its contractual
obligations are discharged or cancelled, or they expire.

(iii) Impairment of financial assets

The Company recognizes a loss allowance for expected credit losses on financial assets that are
measured at amortized cost. At each reporting date, the loss allowance for the financial asset is
measured at an amount equal to the lifetime expected credit losses if the credit risk on the financial
asset has increased significantly since initial recognition. If at the reporting date, the financial asset
has not increased significantly since initial recognition, the loss allowance is measured for the financial
asset at an amount equal to twelve month expected credit losses. For interest receivables and loans
receivable the Company applies the simplified approach to providing for expected credit losses, which
allows the use of a lifetime expected loss provision. Impairment losses on financial assets carried at
amortized cost are reversed in subsequent periods if the amount of the loss decreases and the
decreases can be objectively related to an event occurring after the impairment was recognized.

Loss per share

Basic loss per share represents the loss for the period, divided by the weighted average number of
common shares issued and outstanding during the period. Diluted earnings represents the profit or
loss for the period, divided by the weighted average number of common shares issued and
outstanding during the period plus the weighted average number of dilutive shares that could result
from the exercise of stock options, warrants and other similar instruments where the inclusion of these
items would not be anti-dilutive. When a loss per share calculation based on the fully diluted number
of shares would be less than the loss per share calculated on the basic number of shares, diluted loss
per share is anti-dilutive and accordingly, the diluted loss per share would be the same as basic loss
per share.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

q)

r)

Income tax

Income tax on the profit or loss for the periods presented comprises current and deferred tax. Income
tax is recognized in profit or loss except to the extent that it relates to items recognized directly in
shareholders’ equity, in which case it is recognized in shareholders’ equity.

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at year end, adjusted for amendments to tax payable with regards
to previous years.

Deferred tax is provided using the liability method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. The Company does not provide for temporary differences relating to investments
in subsidiaries and joint ventures to the extent that they will probably not reverse in the foreseeable
future. The amount of deferred tax provided is based on the expected manner of realization or
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the reporting date applicable to the period in which realization or settlement can
reasonably be expected.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will
be available against which the asset can be utilized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current
tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Company intends to settle its current tax assets and liabilities on a net basis.

Share capital

Common shares are classified as shareholders’ equity. Transaction costs directly attributable to the
issue of common shares are recognized as a deduction from share capital.

The proceeds from the issuance of units are allocated between common shares and common share
purchase warrants based on the residual value method. Under this method, the proceeds are allocated
to common shares based on the fair value of a common share at the issuance date of the unit offering
and any residual remaining is allocated to common share purchase warrants. Subsequent to the initial
recognition of warrants, any modification to the original terms of the warrants attached to units that
were initially recognized in accordance with the residual value approach does not result in a re-
measurement adjustment.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

s)

Intangible assets
Expenditures on the research phase of projects are recognized as an expense as incurred.

Cost that are directly attributable to a project’s development phase are recognized as intangible
assets, provided they meet the following recognition requirements:

e the development costs can be measured reliably

e the project is technically and commercially feasible

e the Company intends to and has sufficient resources to complete the project

e the Company has the ability to use or sell the internally developed equipment and machines
e the equipment and machines will generate probable future economic benefits

Development costs not meeting these criteria for capitalization are expensed as incurred.

Directly attributable costs include employee costs incurred on equipment and machine development
along with an appropriate portion of relevant overheads and borrowing costs.

All finite-lived intangible assets, including capitalized internally developed assets, are accounted for
using the cost model whereby capitalized costs are amortized on a straight-line basis over their
estimated useful lives. Residual values and useful lives are reviewed at each reporting date. In
addition, they are subject to impairment testing. Any capitalized internally developed asset that is not
yet complete is not amortized but is subject to impairment testing.

Amortization has been included within depreciation, amortization and impairment of non-financial
assets. Subsequent expenditures on the maintenance of developed assets are expensed as incurred.

When an intangible asset is disposed of, the gain or loss on disposal is determined as the difference
between the proceeds and the carrying amount of the asset and is recognized in profit or loss within

other income or other expenses.

Amortization is calculated using the following terms and methods:

Intellectual property 5 years straight-line
Patent costs 5 years straight-line
Development 5 years straight-line
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Newly adopted accounting standards

The following amendment was adopted by the Company for the four months ended April 30, 2019 and the
six months ended October 31, 2019, others are not applicable:

IFRS 16 Leases

On January 13, 2016, the International Accounting Standards Board published a new standard, IFRS 16,
Leases, eliminating the current dual accounting model for lessees, which distinguishes between on-balance
sheet finance leases and off-balance sheet operating leases. Under the new standard, a lease becomes an
on-balance sheet liability that attracts interest, together with a new right-of-use asset. In addition, lessees
will recognize a front-loaded pattern of expense for most leases, even when cash rentals are constant. IFRS
16 is effective for annual periods beginning on or after January 1, 2019. The Company adopted IFRS 16 by
applying a modified retrospective approach, under which the transition impact is recognized as an
adjustment to the opening balance of retained earnings on the adoption date with no restatement of
comparative information.

In order to implement the IFRS 16 standard, the Company developed new processes and controls to track
and account for leases, including the lease identification, initially and subsequently measuring lease-
related assets and liabilities, lease and non-lease components identification, and collecting the disclosure
information.

The Company reviewed all its agreements, to determine if they met the “lease” criteria (according to the
IFRS 16) at the inception of the contract. A lease is a contract or part of a contract, that conveys the right
to control the use of an identified asset (the underlying asset) for a certain period (term) in exchange for
consideration. IFRS 16 applies a control model for the identification of leases, distinguishing between
leases and service contracts based on whether there is an identified asset controlled by the customer.

Initial recognition and measurement

Lessees are required to initially recognize a lease liability for the obligation to make lease payments and a
right-of-use asset for the right to use the underlying asset for the lease term.

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability,
adjusted for lease prepayments, lease incentives received, the lessee’s initial direct costs (e.g.,
commissions) and an estimate of restoration, removal and dismantling costs. The Company is not obligated
to incur any initial direct costs, restoration, removal and dismantling costs at the end of lease terms.

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when
there is a change in future lease payments arising from a change in an index or rate, if there is a change in
the Company’s estimate of the amount expected to be payable under a residual value guarantee, or if the
Company changes its assessment of whether it will exercise a purchase, extension or termination option.

Lessees increase the carrying amount of lease liability to reflect interest and reduce carrying amount of
the lease liability to reflect lease payments made.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Newly adopted accounting standards (continued)
IFRS 16 Leases (continued)
Presentation

The Company presented the Right-of-use assets separately from other assets on the consolidated
statements of financial position, and Depreciation expenses are presented separately in the consolidated
statements of operations and comprehensive loss.

Lease liabilities are presented separately from other liabilities on the statement of financial position.
Interest expense is presented separately in the statement of operation and comprehensive income (loss).
In the statement of cash flows, principal payments are presented within financial activities and interest
payments are presented in the operating activities.

Elections

e The Company, as a practical expedient, elected, by class of underlying asset, not to separate non-lease
from lease components, and instead account for each lease component and any associated non-lease
components as a single lease component.

e The Company has also elected to expense the lease payments and not recognize lease assets and lease
liabilities for leases with a lease term of 12 months or less.

IFRIC 23, Uncertainty over Income Tax Treatments

This is a new standard clarifying the accounting for uncertainties over income taxes. The interpretation
provides guidance and clarifies the application of the recognition and measurement criteria in 1AS 12
“Income Taxes” when there is uncertainty over income tax treatments. The interpretation is effective for
annual periods beginning on January 1, 2019. The application of the new standard had no impact on the
consolidated financial statements as at April 30, 2019.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued with the intent of significantly enhancing consistency and comparability of revenue
recognition practices across entities and industries. IFRS 15 replaces IAS 18 Revenue, IAS 11 Construction
Contracts and related interpretation. The new standard establishes a single, principles-based five-step
model to be applied to all contracts with customers and introduces new and enhanced disclosure
requirements.

Changes in accounting policies resulting from the adoption of IFRS 15 do not have a material impact on the
Company’s consolidated financial statements.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
As at and for the six months ended October 31, 2019

(Expressed in Canadian Dollars)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent accounting pronouncement

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods
commencing on or after January 1, 2020. Many are not applicable or do not have a significant impact to
the Company and have been excluded. The following have not yet been adopted and are being evaluated
to determine their impact on the Company.

IAS 1 — Presentation of Financial Statements (“IAS 1”) and IAS 8 — Accounting Policies, Changes in
Accounting Estimates and Errors (“IAS 8”) were amended in October 2018 to refine the definition of
materiality and clarify its characteristics. The revised definition focuses on the idea that information is
material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that
the primary users of general-purpose financial statements make on the basis of those financial statements.
The amendments are effective for annual reporting periods beginning on or after January 1, 2020. Earlier
adoption is permitted. The Company is currently evaluating the potential impact of these amendments on
the Company’s consolidated financial statements.

IFRS 3 - In October 2018, the IASB issued “Definition of a Business (Amendments to IFRS 3)”. The
amendments clarify the definition of a business, with the objective of assisting entities to determine
whether a transaction should be accounted for as a business combination or as an asset acquisition. The
amendment provides an assessment framework to determine when a series of integrated activities is not
a business. The amendments are effective for business combinations occurring on or after the beginning
of the first annual reporting period beginning on or after January 1, 2020. The Company is currently
evaluating the potential impact of these amendments on the Company’s consolidated financial
statements.

4. ACQUISITIONS

(a) Reverse takeover

On March 11, 2019, the Company completed its RTO (Note 1). The RTO was completed by way of a “three-
cornered amalgamation” under the provisions of the BCBCA whereby CBD Acquisition Corp., a wholly-owned
subsidiary of CBD incorporated on January 30, 2019, amalgamated with WCE and continue as one
amalgamated corporation ("Amalco") as a wholly-owned subsidiary of CBD. Prior to the closing the
Transaction, CBD split its common shares on the basis of 1 old share for 3 new shares (“CBD Shares”), and WCE
split its common shares on the basis of 1 old share for 1.5 new share (“WCE Shares”). Under the terms of the
arrangement, CBD acquired all of the issued and outstanding shares of WCE on a 1 to 1 basis, for a total of
230,242,500 CBD Shares.

In accordance with IFRS 3 “Business Combinations”, the substance of the transaction was a reverse takeover
of a non-operating company. The transaction does not constitute a business combination since CBD does not
meet the definition of a business under IFRS 3. Thus, the transaction was accounted for using the reverse
takeover method of acquisition accounting under IFRS 2 “Share-based payments”. Under this basis of
accounting, the consolidated financial statements are presented as a continuation of the legal acquiree, WCE,
except for the capital structure which is that of CBD. In addition, the net identifiable assets of CBD are deemed
to be acquired by WCE.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

As at and for the six months ended October 31, 2019
(Expressed in Canadian Dollars)

4. ACQUISITIONS (continued)

For the Company’s consolidated financial statements as at December 31, 2018, the Company had disclosed
the ending number of shares to be 325,969,320, which was the number of shares of WCE prior to the
transaction, which includes 172,474,320 share subscriptions. The number of shares has been revised to
29,014,575 to reflect the number of shares of the legal acquirer in the RTO, CBD.

The consideration paid by WCE to acquire CBD was measured on the basis of the fair value of the notional
equity instruments deemed to have been issued considering the price per share of the subscription receipt
offering closing concurrently with the Transaction. In accordance with IFRS 2, any excess of the fair value of the
shares issued by the Company over the value of the net monetary assets of CBD is recognized in the
consolidated statements of comprehensive loss, as a listing fee. The fair value of the consideration of
$3,771,895 has been allocated as follows:

Purchase Price
29,014,575 shares issued at $0.13 S 3,771,895
Total Purchase Price S 3,771,895

Allocation of Purchase Price

Cash S 445,495
Short term investments 275,000
Prepaid expenses and deposits 6,250
Sales tax receivable 2,940
Convertible notes receivable 1
Series B convertible preferred stock 1
Equipment (net) 2,153
Accounts payable (102,416)
Non-cash loss on completion of RTO 3,142,471

S 3,771,895

In addition, finders’ fees of 15,000,000 common shares, valued at $1,950,000, was issued and has been
recorded in share capital and non-cash loss on completion of the RTO.

(b) Quadron Cannatech Corporation

On June 17, 2019, the Company purchased 100% of the issued and outstanding shares of Quadron Cannatech
Corporation, which was incorporated under the BCBCA on November 7, 2011. Quadron, through its wholly-
owned subsidiaries, provides turn-key extraction and processing solutions for the cannabis and hemp industry
including proprietary industrial grade equipment, custom build processing facilities, ancillary products, and
scientific services. The combined entities will leverage Quadron’s technical expertise, established customer
base and seasoned management team with the Company’s unique patent-pending technology and strong cash
position resulting from the private placements (Note 11). Quadron shares, options and warrants were
exchanged at a ratio of 1 to 2.
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(Expressed in Canadian Dollars)

4. ACQUISITIONS (continued)

(b) Quadron Cannatech Corporation (continued)

On closing, 143,300,894 common shares were issued to former shareholders of Quadron at a price of $0.14
for consideration of $20,062,125. 13,205,000 replacement options and 21,438,716 replacement warrants
were granted to former Quadron options and warrants holders. The fair value of the common shares issued as
consideration for the transaction was based on June 17, 2019 closing price of the Company on the CSE of $0.14
per share. The fair value of the options was estimated to be $1,308,130 using a Black-Scholes model, whereby
$1,097,418 has been included as consideration paid as it related to pre-combination services and the residual
$210,712 fair value will be recognized as stock compensation expense rateably over the post-combination
vesting period. The fair value of the warrants was estimated to be $1,375,462 using a Black-Scholes model,
where this value has been included as consideration paid. In connection to this acquisition, the Company
incurred a cash payment of $280,500 and issued 5,015,531 common shares at a price of $0.14 to financial
advisors. These were expensed as acquisition fees.

The following table summarizes the fair value of the consideration transferred and the estimated fair values
assigned to each major class of assets acquired and liabilities assumed at June 17, 2019 acquisition date:

Total Consideration

Common shares to Quadron shareholders S 20,062,125
Fair value of replacement of options issued 1,097,418
Fair value of replacement of warrants issued 1,375,462
Total Consideration S 22,535,006

Net identifiable assets acquired (liabilities assumed)

Cash and cash equivalents S 1,603,965
Accounts receivable 610,620
Inventory 1,570,955
GST recoverable 181,091
Prepaid expenses and other 87,597
Deposits 36,115
Plant and equipment 260,186
Intangible assets 1,357
Accounts payable (225,056)
Customer deposits (422,179)
Related party (6,177)
Intercompany loan (2,754,837)
Net assets acquired S 943,637

Purchase price allocation

Net identifiable assets acquired S 943,637
Goodwill 21,591,369
S 22,535,006
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4. ACQUISITIONS (continued)

(b) Quadron Cannatech Corporation (continued)

Goodwill arose in the acquisition as the cost of acquisition included a control premium. In addition, the
consideration paid for the acquisition reflected the benefit of expected revenue growth and future market
development. These benefits were not recognized separately from goodwill, as they do not meet the
recognition criteria for identifiable intangible assets. None of the goodwill arising on these acquisitions is
expected to be deductible for tax purposes.

In the period from June 17, 2019 to July 31, 2019, the operations of Quadron contributed revenues of $106,314
and a net loss of $503,471. If the acquisition had occurred on May 1, 2019, management estimates that the
unaudited consolidated revenue would have been $286,153 and an unaudited consolidated net loss would
have been $8,381,804 for the six months ended October 31, 2019.

The accounting for the acquisition has been provisionally determined at July 31, 2019 and was adjusted
subsequently at October 31, 2019. The fair value of net assets acquired, and total consideration have been
determined provisionally and subject to adjustment within one year from the acquisition date. Upon
completion of a comprehensive valuation and finalization of the purchase price allocation, goodwill may be
adjusted retrospectively to the acquisition date in future reporting periods.

5. LOANS RECEIVABLE

On February 25, 2019, the Company and two other entities (“Purchasers”) entered into a supply and loan
agreement with a supplier. Pursuant to this agreement, Purchasers agreed to purchase up to 1,000 kilograms
of the supplier’s 2018 hemp crop. In addition, the Purchasers agreed to make a loan to the supplier in the
principal amount of up to $500,000 for the supplier to purchase equipment and to fund expenses approved by
the Purchasers. The Purchasers guarantee to purchase at least $1,000,000 in product from the supplier where
$500,000 will be paid by this loan. On May 7, 2019, the Company loaned $166,607 to the supplier pursuant to
the agreement.

On July 30, 2019, a supplier issued a promissory note to the Company for the principal sum of US$500,000 or
lesser with interest at 5% per annum. This secured loan is due and payable on July 31, 2020. As at October 31,

2019, the Company has loaned US$250,000 (CA$331,500) and has accrued interest of CA$4,087.

The loan balance at April 30, 2019 included loans provided between the Company and Quadron amounting to
$2,754,839. Upon the acquisition, this balance was eliminated with the consolidation.

6. INVENTORY

October 31, 2019 April 30, 2019
Raw materials and parts S 170,482 S -
Work in progress 1,053,683 -
Total S 1,224,165 S -
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7.
(a)

(b)

CONVERTIBLE LOAN RECEIVABLE

During the year ended December 31, 2016, CBD entered into a definitive agreement with Medipacs Inc.,
based in San Diego, California. Medipacs has developed technology configured into a small (hand-size)
infusion pump that can be easily attached to animals and humans to deliver precise pain medication of
both standard and large molecule liquids.

CBD formally terminated the agreement with Medipacs on January 7, 2017 and wrote down the
convertible notes receivable and convertible preferred stock to a nominal value of $1, respectively, in
2016. The Company reserves its right to seek the remedies available to it pursuant to the law of
fundamental breach and rescission of contract including damages and recovery of expenses.

On April 8, 2019, the Company announced it had entered into an agreement to invest up to $3 million
(the “Alkaline Financing”) by way of a private placement in Alkaline Spring Inc. (“Alkaline Spring”), a
privately-held, Alberta-based natural alkaline water company. In connection with the closing of the first
tranche of the Alkaline Financing, the Company invested $2 million in consideration for 2,000 senior
secured convertible debentures (“Alkaline Debentures”), 11,111,111 common share purchase warrants
(“Alkaline Warrants”), and certain investor rights. The Alkaline Debentures mature in two years, are
priced at $1,000 per debenture, bear interest at 9% per annum, and are convertible into common shares
of Alkaline Spring at an initial price of $0.18 per share, subject to downward adjustment in certain
circumstances (“Liquidity Event”). The Alkaline Warrants are each exercisable into one further share at
a price of $0.25 for a period of three years.

Given that the Liquidity Event did not occur by August 31, 2019, the Alkaline Debentures are assumed
to have automatically accelerated to maturity such that the fair value at reporting date of April 30, 2019
approximated the face value. The Alkaline Warrants have been fair valued using Black Scholes Model
with stock price of $0.12, volatility of 85.0%, risk free rate of 1.6% dividend yield of 0.00% and weighted
average like of 2.91 years. The fair value of the Alkaline Warrant is $493,139 as of April 30, 2019. The
convertible loan receivable and the warrants have been classified as a Level 3 in the fair value hierarchy
(Note 16). As of October 31, 2019, the fair value of the Alkaline Debentures has not been significantly
changed. Therefore, a gain or loss on the valuation of Alkaline Debentures is not recorded for the six
months ended October 31, 2019.

8. PREPAID EXPENSES AND DEPOSITS

October 31, 2019 April 30, 2019

Equipment deposits V) $906,254 $770,875
Rent security deposit 77,265 5,254
Other prepayments to vendors ? 141,364 -
$1,124,883 $728,247

(1) Extraction equipment ordered but not delivered. Title is retained by the supplier until delivery. (See update
on Note 22 — Subsequent Events)

(2)Other prepayment to vendors includes $50,000 advanced to a supplier to grow a crop of hemp and provide
extraction services to extract oil and other by products. The supplier and the Company will share proceeds
from the extracted products with 1/3 share to the Company and 2/3 share to the supplier.

(3) Other prepayments also include various advance payments to suppliers for purchases which were delivered
after the end of the reporting period.
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9. PROPERTY AND EQUIPMENT

Computer
Extraction software and

Leasehold
Improvements and

Equipment Equipment Office Furniture Automobile Total
Costs:
Balance, December 31, 2018 S 66,043 $ 14,538 $ 3,007 S - S 83,588
Additions 218,350 7,398 50,348 - 276,096
Balance, April 30,2019 284,393 21,936 53,355 - 359,684
Additions 1,135,451 72,424 215,290 4,275 1,427,440
Disposals (9,800) - - - (9,800)
Balance, October 31, 2019 $ 1,410,044 S 94,360 $ 268,645 S 4,275 $ 1,777,324
Accumulated Depreciation:
Balance, December 31, 2018 S 9,906 S 2,181 S 301 S - S 12,388
Amortization 5,884 8,179 422 - 14,485
Balance, April 30,2019 15,790 10,360 723 - 26,873
Amortization 55,993 6,420 16,619 225 79,257
Disposals (3,544) - - - (3,544)
Balance, October 31,2019 S 68,239 $ 16,780 $ 17,342 $ 225 $ 102,586
Net Book Value:
April 30,2019 S 268,603 S 11,576 S 52,632 $ - S 332,811
October 31,2019 $ 1,341,805 $ 77,580 $ 251,303 $ 4,050 $ 1,674,738

During the year ended April 30, 2019, the Company incurred costs of $50,348 for leasehold improvement of
the lease facility and $218,350 for parts built for the facility equipment. Accumulated depreciation pertaining
to these items amounted to $25,637 and $12,805 as at October 31, 2019 and April 30, 2019, respectively.

During the six months ended October 31, 2019, the Company acquired a total of $1,427,400 of which $313,961
property and equipment were acquired through the acquisition of Quadron.
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10. INTANGIBLE ASSETS

The right to the intellectual property was acquired on inception date January 25, 2018 through issuance
130,000,000 of common shares to the founders of the Company (see Note 11 — Share Capital) and are classified
as definite life intangible asset. The intellectual property acquired is a unique ultrasonic extraction process from
the cannabis flower to be used for vaporizers, edibles, topicals and beverages.

A continuity of the intangible assets for the period ended October 31, 2019 and April 31, 2019 is as follows:

Patent
Application
Intellectual Property Cost Development Total
Costs:
Balance, December 31, 2018 S 13,000,000 S 101,367 S - $13,101,367
Additions - - - -
Balance, April 30,2019 13,000,000 101,367 - 13,101,367
Additions - - 1,291,124 1,291,124
Disposals - - (215,357) (215,357)
Balance, October 31,2019 S 13,000,000 $ 101,367 $ 1,075,767 $14,177,134
Accumulated Depreciation:
Balance, December 31, 2018 S 2,421,918 § - S - S 2,421,918
Amortization 854,795 - - 854,795
Balance, April 30,2019 3,276,713 - - 3,276,713
Amortization 1,300,000 - 51,783 1,351,783
Disposals - - (7,319) (7,319)
Balance, October 31 2019 S 4,576,713 S - S 44,464 S 4,621,177
Net Book Value:
April 30,2019 S 9,723,287 $ 101,367 S - S 9,824,654
October 31,2019 S 8,423,287 $ 101,367 $ 1,031,303 S 9,555,957

Development assets additions of $1,291,124 relate to the development of extraction and machine systems
being developed by the Company. The useful life on these is estimated at 5 years and amortized accordingly.

11. SHARE CAPITAL

The Company is authorized to issue an unlimited number of common shares without par value. The holders of
the common shares are entitled to one vote per share at meetings of the Company. All shares are ranked
equally with regards to the Company's residual assets.

The shares issued by the Company prior to the reverse takeover are not reflected in the statements of changes
in equity as the number of shares have been revised to reflect the number of shares of CBD (Note 4).
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11. SHARE CAPITAL (continued)

During the period ended December 31, 2018, the Company issued:

(a)

(b)

(c)

(d)

After accounting for the 1 for 3 share split, CBD issued 6,000,000 common shares for warrants
exercised and had 29,014,575 common shares issued and outstanding.

195,000,000 common shares (prior to a 1:1.5 share split 130,000,000 shares) issued to the Company's
founders at a fair value of $0.067 per common share (prior to a 1:1.5 share split $0.10 per common
share) for a total of $13,000,000 for intangible assets (Note 10); and

Financing for 35,242,500 common shares (prior to a 1:1.5 share split 23,495,000) at the price of $0.067
per common share (prior to a 1:1.5 share split $0.10 per common share) for gross proceeds of
$2,349,500. As a result of this private placement, the Company paid cash commissions of $211,455
and issued 3,171,825 compensation warrants. The value of the compensation warrants was estimated
to be $167,684 using the Black-Scholes pricing option model and was disclosed as a separate
component of shareholders' equity (Note 13); and

172,474,320 common shares were subscribed for at $0.13 per common share for gross proceeds of
$22,421,662. Total proceeds received and held in trust were $22,435,740 as at December 31, 2018,
due to over payment by the subscribers. As a result, an amount of $14,078 has been recorded as share
subscriptions payable to be refunded back to the subscribers.

During the four-month ended April 30, 2019:

(a)

(b)

the Company completed a non-brokered private placement at a price of $0.13 per share. The Company
issued a total of 176,923,072 common shares for gross proceeds of $23,000,000. The Company agreed
to pay compensation to certain agents. As a result, commissions totaling $2,070,000 were paid in cash
and a total of 15,910,575 broker warrants were issued in connection with the WCE Financing. See
Note 13 — Warrants. These costs are recorded on the consolidated statement of financial position as
share issue costs.

the Company issued a total of 15,000,000 common shares as finders’ fees related to certain persons
assisting with the Transaction; the cost assigned to these shares was $0.13 per share and was recorded
as non-cash loss on completion of RTO on the consolidated statements of loss and comprehensive loss
pursuant to IFRS 2;

During the six months ended October 31, 2019:

(a)

(b)

(c)

the Company issued 143,300,894 common shares at a price of $0.14 for consideration of $20,062,125
for the acquisition of Quadron (Note 4).

The Company issued a total of 5,015,531 common shares at a price of $0.14 for consideration of
$702,175 to financial advisors as acquisition fees for the acquisition of Quadron (Note 4).

The Company issued 700,000 common shares for gross proceeds of $70,000 for options exercised.
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11. SHARE CAPITAL (continued)
Shares held in escrow
Pursuant to an escrow agreement dated March 11, 2019, (the “Escrow Agreement”), a total of 9,450,000

common shares, held by principals of the Company, are held in escrow and shall be released from escrow on
the following dates:

Number of % of Outstanding
Common Shares Common Shares Release Schedule
9,450,000 2.10% 10% released on March 13, 2019;

15% released 6 months from Listing;

15% released 12 months from Listing;
15% released 18 months from Listing;
15% released 24 months from Listing;
15% released 30 months from Listing;
15% released 36 months from Listing.

In addition to the securities subject to escrow, the Company has entered into lock-up agreements with five
major shareholders of the Company. The locked-up securities shall be released as follows: 25% were released
on March 21, 2019 (“Date of Listing”) on the CSE, and a further 25% shall be released 90, 180 and 270 days
after the Date of Listing. As at October 31, 2019, a total of 9,165,000 escrowed shares have been released to
the escrowed shareholders.

12. SHARE-BASED COMPENSATION
Stock Option Plan (“SOP”)

The Company maintains a stock option plan under which directors, officers, employees and consultants of the
Company (the “Grantees”) and its affiliates are eligible to receive stock options.

Pursuant to the SOP, the Board may in its discretion grant to eligible Grantees, the option to purchase common
shares at the fixed price over a defined future period. Generally, the options vest over six months from the date
of grant. The SOP is a rolling plan under which the maximum number of common shares reserved for issuance
is 10% of the issued shares of the Company at the time of granting the options. At October 31, 2019, there is a
total of 10,898,541 (April 30, 2019 — 18,968,015) stock options available for granting under the Plan.

The SOP is intended to enhance the Company’s ability to attract and retain highly qualified officers, directors,
key employees and consultants, and to motivate such persons to serve the Company and to expend maximum
effort to improve the business results and earnings of the Company, by providing to such persons an
opportunity to acquire or increase a direct proprietary interest in the operations and future success of the
Company.

Stock Options

i)  OnlJuly 6, 2018, World Class granted 13,500,000 (9,000,000 pre 1:1.5 split) stock options to directors
and officers. Each option is exercisable to acquire one common share at a price of $0.067 ($0.10 per
1:1.5 split). These options expire on July 7, 2021.
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12. SHARE-BASED COMPENSATION (continued)

Stock Options (continued)

i)

i)

v)

vi)

vii)

On March 18, 2019, the Company granted 10,600,000 stock options to directors, officers and
consultants. A total of 5,300,000 (50%) of the stock options vested on the grant date and the remaining
50% vested on September 18, 2019. Each option is exercisable to acquire one common share at a price
of $0.17. These options expire on March 19, 2022.

On April 8, 2019, the Company granted 350,000 stock options to consultants. Each option is
exercisable to acquire one common share at a price of $0.17. A total of 175,000 (50%) of the stock
options vested on the grant date and the remaining 50% vested on July 8, 2019. The options expire on
April 8, 2024. On October 21, 2019 the contract was terminated. As such, any unexercised options
will be cancelled on January 21, 2020

On April 8, 2019, the Company granted 300,000 stock options to consultants. Each option is
exercisable to acquire one common share at a price of $0.17. These options vested on the grant date
and have an expiry date of April 8, 2021.

On April 8, 2019, the Company granted 1,400,000 stock options to consultants. Each option is
exercisable to acquire one common share at a price of $0.13. A total of 500,000 of the stock options
vested on the grant date and the remaining will vest in increments of 100,000 on the eight date of
each month. These options have an expiry date of April 8, 2024. On August 21, 2019, the contract was
terminated. As such, all unexercised options were cancelled on November 21, 2019.

On May 1, 2019, the Company granted 10,000,000 stock options, exercisable at a price of $0.21 per
option, to Quadron’s officers. 2,500,000 option vests on the date on which the acquisition of Quadron
completed (June 17, 2019) and the balance of stock options vests in increments of 1,250,000 options
every 6 months. These options have an expiry date of April 30, 2022

On June 10, 2019, the Company granted 300,000 stock options to a consultant. Each option is
exercisable to acquire one common share at a price of $0.17. A total of 150,000 options vested on the
grant date and the remaining will vested on December 10, 2019. These options have an expiry date of
June 10, 2022.

viii) On June 17, 2019, the Company granted 13,205,000 replacement options to the former Quadron

ix)

option holders. The fair value of the options were estimated to be $1,308,130 using a Black-Scholes
model, whereby $1,097,418 has been included as consideration paid as it related to pre-combination
services and the residual $210,712 fair value will be recognized as stock compensation expense ratably
over the post-combination vesting period (Note 4).

During the six months ended October 31, 2019, 300,000 stock options expired unexercised, and
700,000 stock options were exercised at a price of $0.10.
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12. SHARE-BASED COMPENSATION (continued)

Stock Options (continued)

The following summarizes the stock options activity during the six months ended October 31, 2019 and the
four months ended April 30, 2019:

October 31, 2019 April 30, 2019
Weighted Number of Weighted
Number of Options Average Obti Average Exercise
) . ptions ;
Exercise Price Price

Outstanding, beginning of period 26,150,000 $ 0.05 13,500,000 $ 0.10
Grant and issuance 23,505,000 $ 0.17 12,650,000 $ 0.17
Exercised (700,000) $ 0.10 - % -
Cancelled (300,000) $ 0.17 - $ -
Total Outstanding 48,655,000 $ 0.17 26,150,000 $ 0.05
Total Outstanding and Exercisable 37,650,000 $ 0.14 19,775,000 $ 0.10

The following summarizes the stock options outstanding at October 31, 2019:

Contractual Life

Expiry Date Exercise Price Number of Options
(Years)

February 21, 2022 $ 0.100 2.57 3,000,000
March 9, 2023 $ 0.200 3.61 4,665,000
March 9, 2023 $ 0.200 3.61 200,000
October 15, 2023 $ 0.125 4.21 1,712,500
February 12, 2024 $ 0.100 4.54 2,927,500
July 7, 2021 $ 0.067 1.94 13,500,000
March 19, 2022 $ 0.170 2.64 10,300,000
April 8, 2024 $ 0.170 4.69 350,000
April 8, 2021 $ 0.170 1.69 300,000
April 8, 2024 $ 0.130 4.69 1,400,000
April 30, 2022 $ 0.210 2.75 10,000,000
June 10, 2022 $ 0.170 2.86 300,000
$ 0.141 2.80 48,655,000

For valuation purposes, the fair values of compensation options granted were estimated on their dates of issue
using the Black-Scholes option pricing model and the following assumptions:

October 31, 2019 April 30, 2019

Volatility Rate 95% - 127% 90%
Risk-free rate 1.34% - 1.56% 1.60% - 1.63%
Dividend yield rate 0% 0%
Weighted average life 2.63 - 4.66 years 2-5years

The expected price volatilities were based on the average historic volatility of three similar companies adjusted
for any expected changes to future volatility, since there is no historical price data for the Company.
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13. WARRANTS

i)

i)

On June 7, 2018, World Class issued 3,171,825 (2,114,550 pre 1:1.5 split) compensation warrants in
connection with certain 2018 private placements. The warrants have an exercise price of $0.067 and
expire on June 9, 2020.

On March 11, 2019, the Company issued 15,910,575 warrants to in connection with the WCE
Financing. The warrants have an exercise price of $0.13 and expire on September 22, 2022.

On March 18, 2019, the Company issued an aggregate of 5,600,000 warrants to certain consultants,
for services rendered. The two-year warrants have exercise prices of $0.13 - $0.17 per common share
and expire on March 21, 2021.

iv) On April 18, 2019, the Company issued 3,000,000 warrants to financial advisor to the Company. The
warrants have an exercise price of $0.18 and expire on April 18, 2022.
X) On June 17, 2019, the Company granted 21,438,716 replacement warrants to the former Quadron

warrant holders. The fair value of the warrants was estimated to be $1,375,462 using a Black-Scholes
model, where the value has been included as consideration paid (Note 4).

The following is a summary of warrant transactions for the six months ended October 31, 2019 and the four
months ended April 30, 2019:

October 31, 2019 April 30,2019

Number of Weighted Average Number of Weighted Average
Warrants Exercise Price Warrants Exercise Price
balance, beginning of period 27,682,400 S 0.13 3,171,825 S 0.07
Granted 21,438,716 S 0.33 24,510,575 S 0.14
Balance, end of period 49,121,116 $ 0.22 27,682,400 $ 0.13
The following warrants were outstanding and exercisable as at October 31, 2019:
Expiry Date Exercise Price Renv:/aeilr?ihnt;dCoAr\:frr:ftial NumF)er of
Life (years) options
October 31, 2020 S 0.150 1.00 7,153,000
January 18,2020 S 0.420 0.22 14,285,716
June 6, 2020 S 0.067 0.60 2,466,975
June 14, 2020 S 0.067 0.62 704,850
September 22, 2022 S 0.130 2.90 15,910,575
March 21, 2021 S 0.170 1.39 2,000,000
March 21,2021 S 0.130 1.39 2,000,000
March 21, 2021 S 0.150 1.39 1,600,000
April 18,2022 S 0.180 2.47 3,000,000
S 0.219 1.49 49,121,116
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13. WARRANTS (continued)

For valuation purposes, the fair values of compensation warrants granted were estimated on their dates of
issue using the Black-Scholes option pricing model and the following assumptions:

October 31,2019 April 30,2019
Volatility Rate 275%-176% 90%
Risk-free rate 0.0144 1.63%-1.79%
Dividend yield rate 0.00% 0.00%
Weighted average life 0.59 - 1.38 years 2-3 years

The expected price volatilities were based on the average historic volatility of three similar companies adjusted
for any expected changes to future volatility, since there is no historical price data for the Company.

14. RIGHT-OF-USE ASSET

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability,
adjusted for lease prepayments, lease incentives received, the lessee’s initial direct costs, and an estimate of
restoration, removal and dismantling costs. As a result of IFRS 16 adoption, $106,509 of right-of-use asset was
recognized as at January 1, 2019. There was no impact to opening retained earnings.

The right-of-use asset is depreciated in accordance with the depreciation requirements of IAS 16 Property,
Plant and Equipment. The Company depreciates the right-of-use assets on a straight-line basis, over the lease
term. The follow table provides a reconciliation of the carrying amount of right-of-use assets on initial adoption
of the lease standard on January 1, 2019 pertaining to the Company’s facility lease:

Cost Facility
Balance —January 1, 2019 $ 106,509
Additions -
Balance, October 31 and April 30, 2019 S 106,509
Accumulated depreciation Facility
Balance —January 1, 2019 $ -
Additions (6,162)
Balance, April 30, 2019 S (6,162)
Additions (5,281)
Balance, October 31, 2019 S (11,443)
Carrying value Facility
Balance, April 30, 2019 S 100,347
Balance, October 31, 2019 S 95,066
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15. LEASE OBLIGATION

The lease liability is initially measured at the present value of the lease payments to be made over the lease
term, using the effective interest method for the present value determination.

As the rate implicit in the lease cannot be readily determined, the Company applied an average incremental
borrowing rate. The Company used an 14% discount rate to calculate the present value of its lease payments.

The Company’s lease is for a period of 10 years, the leases contain no renewal option. The following table
represents lease obligation for the Company:

As at October 31, 2019 As at April 30, 2019

Current S 6,696 S 6,281
Non-current 99,710 103,165
Total lease obligation S 106,406 S 109,446

The following table presents the contractual undiscounted cashflows for lease obligation as at April 30, 2019:

As at October 31, 2019 As at April 30, 2019

Less than one year S 20,000 S 20,000
One to five years 100,000 80,000
More than 5 years 60,000 90,000
Total undiscounted lease obligation $ 180,000 $ 190,000

Total interest expense on lease liabilities for the period ended October 31, 2019 was $6,960 (October 31, 2018
- SNil).

16. FINANCIAL INSTRUMENTS

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

Credlit risk
Credit risk is the risk of loss associated with counterparty’s inability to fulfill its payment obligations. The
Company believes it has no significant credit risk.

Liquidity risk
Liquidity risk is the risk that the Company may not be able to meet its contractual obligations and financial
liabilities as they become due.

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet
liabilities when due. As at October 31, 2019, the Company had a cash balance of $10,196,888 (April 30, 2019 -
$16,002,152) to settle current liabilities of $1,413,774 (April 30, 2019 - $325,281). All of the Company’s financial
liabilities have contractual maturities of less than 30 days and are subject to normal trade terms.
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16. FINANCIAL INSTRUMENTS (continued)

Market risk
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign
exchange rates, and commodity and equity prices.

(a) Interest rate risk

The Company is exposed to interest rate risk on the variable rate of interest earned on bank deposits. The
interest rate risk on bank deposits is insignificant as the deposits are short term. The Company is not
exposed to interest rate risk in respect of any loans payable and receivable which are subject to a fixed
rate of interest.

(b) Foreign currency risk

The functional currency of the Company is Canadian dollar. The Company does not hedge its exposure to
currency fluctuations. However, Management believes that the Company is subject to minimal foreign
exchange risk as most transactions incurred are in CAD.

Fair value hierarchy

The Company applied the following fair value hierarchy which prioritizes the inputs used in the valuation
methodologies in measuring fair value into three levels:

The three levels are defined as follows:

e Level 1 —inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or
liabilities in active markets.

e Level 2 — inputs to valuation methodology include quoted prices for similar assets and liabilities in
active markets, and inputs that are observable for the asset or liability, either directly or indirectly, for
substantially the full term of the financial instrument.

e Level 3 — inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The following table reconciles level 3 fair value measurements from January 25, 2018 to April 30, 2019 and
October 31, 2019:

Balance, December 31, 2018 S -
Convertible loan receivable (Note 5) 2,000,000
Unrealized loss on convertible loan receivable (45,558)
Unrealized gain on investment (Note 5) 493,139
Balance, October 31, 2019 and April 30, 2019 S 2,447,581
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17. CAPITAL MANAGEMENT

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern in order to pursue the development of its extraction technology operations and to maintain flexible
capital structure which optimizes the cost of capital within a framework of acceptable risk. In the management
of capital, the Company includes the components of shareholders’ equity as well as cash.

The Company manages the capital structure and makes adjustments to it in light of changes in the economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the
Company may attempt to issue new shares, issue new debt, acquire or dispose of assets or adjust the amount
of cash and cash equivalents. During the six months ended October 31, 2019, cash inflows from financing
activities amounted to $1,323,464 from acquisition of Quadron and $70,000 from share issuances as a result
of stock options exercise (2018: cash inflow from financing activities amounted to $2,138,045 as proceeds from
the issuance of shares net of share issuance costs).

The Company is primarily dependent on the capital markets as its source of operating capital and the
Company’s capital resources are largely determined by the strength of the cannabis company markets and by
the status of the Company’s technology progress in relation to these markets, and its ability to compete for
investor support of its technical capability.

18. RELATED PARTY TRANSACTION

All transactions were in the normal course of operations and were recorded at exchange values established,
which the consideration is agreed upon by the related parties.

As at October 31, 2019, amounts due to related parties amounting to $20,770 (April 30, 2019 - $29,235) are
unsecured, payable on demand, and without interest.

October 31, 2019 April 30,2019
Chief Operating Officer (COO) S - S 12,000
Director - 13,560
CEO of CBD - 3,675
President 957 -
Former Corporate Secretary 11,018 -
Former Director 90 -
President of Soma Labs 4,285 -
clo 4,420 -

$ 20,770 $ 29,235

During the six months ended October 31, 2019 and 2018, the Company entered into the following transactions
with related parties:

For the six months ended October 31, 2019 October 31, 2018
Management fees S 79,000 S -
Consulting fees 112,500 115,000
Accounting fees 23,707 -
Legal fees 139,290 48,615
Remuneration and benefits 125,000 -
Share-based payments 677,731 -

S 1,157,228 S 163,615
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18. RELATED PARTY TRANSACTION (continued)

e Management fees consist of $48,000 to a Director and $31,000 to the CFO (2018: SNil).

e  Consulting fees consist of $82,500 to the President of the Company, $12,000 to a Director, $6,000 to
the COO and $12,000 to the former CEO (2018: $65,000 to a company controlled by the President,
$45,000 to a Company controlled by a Director and $5,000 to the CFO).

e Accounting fees consist of $23,707 to the CFO.

e Legal fees consist of $900 to CEO and $138,390 to the Corporate Secretary.

e Remuneration and benefits consist of $53,750 to CEO and $71,250 to the President of Soma.

e Share-based payments consist of $144,630 to directors, $62,321 to former directors, $38,951 to the
Corporate Secretary, $412,347 to the President, $12,624 to the CFO, $2,403 to the CEO and $4,455 to
the President of Soma.

For the acquisition of Quadron (Note 4), the Company incurred $240,000 cash payment and issued 3,915,531
common shares as acquisition fees to a company with a director in common.

All related party balances are non-interest bearing, unsecured and have no fixed terms of repayment and have
been classified as current.

19. SUPPLEMENTAL CASH FLOW INFORMATION

October 31, 2019 October 31, 2018

Supplemental Information $ S
Shares issued for acquisition 20,764,300 -
Share issued to finders - 167,684
Options issued for acquisition of Quadron 1,097,418 -
Warrants issued for acquisition Quadon 1,375,462 -
Fair value of options exercised 73,584 -
Share-based compensation expenses for options 1,489,640 -

20. SEGMENTED INFORMATION

The Company’s operations until its acquisition of Quadron on June 17, 2019 was in a single reporting operating
segment engaged in the acquisition and extraction of oils and extracts from the cannabis flower to be used for
vaporizers, edibles, topicals and beverages at the period ended April 30, 2019.

With the acquisition of Quadron, the Company has four principal reporting segments: corporate and
development; sale of disposable vaporizer pens and related materials; sale and rental of extraction and
processing equipment and provision of research laboratory services; sale of automation solution equipment.
The reportable segments were determined based on the nature of the services provided and goods sold.

Reportable segments are defined as components of an enterprise about which separate financial information

is available that is evaluated regularly by the chief operating decision maker in deciding how to allocate
resources and in assessing performance.
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20. SEGMENTED INFORMATION (continued)

Saleand Sale of
Sale of .
rental of . automation
Corporate and A Disposable
extraction and X on control Total
development . Vaporizer .
processing ens solution
equipment P equipment
Revenue - 1,251 151,188 27,400 179,839
Gross margin - 309 80,681 3,066 84,056
Research and development expenses net of
credits and grants (349,356) (288,598) - (180,386) (818,340)
Selling, general and administrative expenses - (928,427) (13,908) (79,643) (1,021,978)
Segment income (loss) from operating activities (349,356) (1,216,716) 66,773 (256,963) (1,756,262)
before corporate expenses
Unallocated costs: -
Corporate general and administrative expenses (2,226,921) - - - (2,226,921)
Acquisition fees (982,675) - - - (982,675)
Interest income 38,212 - - - 38,212
Interest expense (9,889) - - - (9,889)
Net income (3,530,629) (1,216,716) 66,773 (256,963) (4,937,535)
Depreciation and amortization (1,365,970) (69,280) - (18,836) (1,454,086)
Stock-based compensation (1,489,640) - - - (1,489,640)
Reportable segment assets 23,507,389 3,650,490 203,799 756,181 28,117,859
Reportable segmented liabilities 490,278 963,738 31,011 28,457 1,513,484
21. COMMITMENTS

(a) Supply, License and Lease Agreements

Hemp Supply Agreement

On February 25, 2019, the Company signed a supply agreement with certain suppliers to purchase
approximately 1,000 kg of hemp crop an agreed price of $100 per kg per each 1% CBD of Product purchased

by the Company. See Note 5 — Loan Receivable.

On May 2, 2019, the Company signed a supply agreement with certain suppliers to finance the production
of a crop of hemp and provide extraction services to extract oil and by-products for the hemp whereas the
supplier and the Company will share the proceeds from 2019 crops on a two-thirds and one-third share
basis, respectively. As at October 31, 2019, the Company has advanced $50,000 to the Supplier. See Note
8 — Prepaid Expenses and Deposits. If the crop fails, the Supplier has the option to repay the advanced
money to the Company or provide the Company a portion of the Supplier’s 2020 crops.
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21. COMMITMENTS (continued)

(b)

Continuing Agreements with FV Pharma

On September 23, 2019, the Company entered a letter of intent with FV Pharma Inc. (“FV Pharma”). Under
the direction of FV Pharma, the Company will setup and manage the operations of a large capacity
extraction and processing facility in Cobourg, Ontario, owned by FV Pharmato extract various
cannabinoids and other valuable elements from cannabis and hemp plants. The Company and FV Pharma
will each have a 50% revenue sharing interest in the venture.

License agreement — The Company has agreed to build a commercial scale pilot extractions plant within
FV Pharma’s production facility; this will allow the Company to be able to provide extraction services
directly to FV Pharma. This agreement also includes provisions for the distribution of the Company’s
products through FV Pharma’s distribution channels.

Lease agreement — This agreement allows the Company to occupy a space in FV Pharma’s facility for the
purpose of creating extracting manufacturing capabilities. The lease payments are not expected to start
until December 2019 and a definitive agreement is still pending.

Supply and Loan Agreement with Canntab Therapeutics Limited

On October 8, 2019, the Company entered into a Supply and Loan Agreement with the Canntab
Therapeutics Limited (“Canntab”) to set-up, manage and operate a cannabis and hemp extraction and
processing facility at Canntab's manufacturing center in Markham, Ontario.

Office Lease Agreement

On October 31, 2018, the Company entered a 2-year agreement to lease office space in Etobicoke, Ontario
at a monthly cost of $2,300. The lease expires on October 31, 2020.

On December 4, 2018, the Company entered into 1-year-1-month lease agreement for leased premises in
Etobicoke, Ontario, commencing December 1, 2018 and ending on December 31, 2020. The minimum base
rent is $700 per month for the period from December 1, 2018 to November 30, 2019 and $800 per month
from December 1, 2019 to October 31, 2020.

On March 6, 2018, the Company entered into a 5-year lease agreement for leased premises in Langley,
British Columbia, commencing June 1, 2018 and ending on May 31, 2023. The minimum base rent is
$13,350 per month.

Revenue Collaboration Agreement

On March 21, 2019, the Company and Parity Partners PBC (“Parity”) entered into a definitive agreement
which provides that Parity shall, in exchange for financing and certain compensation, from the Company,
provide the following services (the “Services”):

i)  Source appropriate locations in the United States to locate the Company’s proprietary extractions
machines;

ii) Obtain all licenses and approvals necessary for the Company to extract oils containing THC, CBD
and other cannabinoids from hemp and cannabis plants (the “US Extraction Services”);

iii) Supply the raw materials necessary for the Company to perform US Extraction Services; and
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21. COMMITMENTS (continued)

(b) Revenue Collaboration Agreement (continued)

iv) Develop a market for the US Extraction Services and the products produced out of the US
Extraction Services, including by employing salespeople and developing relationships with
distributors.

Compensation for the Services shall be payable by cash and the issuance of warrants, contingent
upon Parity achieving agreed upon revenue and net profit milestones.

As of the October 31, 2019, the Company is re-negotiating the terms of this agreement.

Market Awareness Contracts

On April 8, 2019, the Company engaged Hybrid Financial Ltd. (“Hybrid”) and Ascension Millionaires Club
Inc. (“Ascension”) to the Company to enhance its market awareness:

Hybrid’s engagement is for an initial term of six (6) months. In consideration for its services, common share
purchase options (the “Hybrid Options”) to purchase 350,000 common shares of the Company at a price
equal to $0.17, at any time on or before April 8, 2024. The Hybrid Options are subject to a vesting schedule;
175,000 Hybrid Options vested immediately and the remaining 175,000 options vested on July 8, 2019. On
October 21, 2019, the Company terminated its agreement with Hybrid. According to the terms of the
option agreement, any unexercised options will be forfeited on January 21, 2020.

Ascension’s engagement is for a term of twelve (12) months, during which Ascension will provide investor
relations and communication services to the Company. In consideration for its services, the Company will
pay to Ascension a monthly fee of $10,000 (adjusted to $8,000 for November 2019 and $3,200 for
December 2019 — March 2020), and grant to Ascension WCE Share purchase options (the “Ascension
Options”) to purchase 300,000 WCE Shares at a price of $0.17, at any time on or before April 8, 2021.

Issuance of Securities to Consultants

The Company also issued 1,400,000 WCE Share purchase options (the “Consultant Options”) to an arm’s
length consultant. The Consultant Options are exercisable at a price of $0.13 during a period of five (5)
years from the date of issuance, and are subject to a vesting schedule, with 500,000 Consultant Options
vesting immediately and the balance to vest in 100,000 increments each month during the term of the
consultant’s engagement. On August 21, 2019, the contract was terminated. As such, all unexercised
options were cancelled on November 21, 2019.

On October 11, 2019, the Company entered into a consulting services agreement with Global Capital
Innovation Corp. (the “Consultant”) whereby the Company will pay the Consultant on a success basis for
the introductions made leading to the sale of equipment and services by the Company. The fee will be
4% of the gross value contracted. In the event that the Company does not accept or contract with
customer referrals from the Consultant, there will be no financial obligations to the Consultant from the
Company.

The Company has other marketing agreements with various suppliers for advertising and promotions with
fees ranging from $3,200 to $5,500 monthly for periods ranging from three months to one year.
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22. SUBSEQUENT EVENTS

On October 15, 2019, the Company entered into a lease agreement commencing on November 1, 2019 for
the office space in Toronto, Ontario. The monthly fee is $8,000 for a period of one year. As at October 31,
2019, the Company has paid $40,000 as security deposit for this lease — see Note 8 — Prepaid expenses and
deposits.

On November 25, 2019, the Company leased equipment for a monthly fee of $5,000 (inclusive of GST and
PST). The term is for 24 months and the Company will have the option to buy the equipment at the end of
the lease term for a price of $4,933.17.

On November 26, 2019, the Company entered into a consulting services agreement with Nutralife Farming
LP (the “Consultant”) whereby Company agrees to pay the Consultant a total compensation of $300,000
through the issuance of the Company’s common shares in three phases as follows:

(1) Phase 1 - Common shares of World Class Extractions with a value of $200,000 based on the 5-day
Volume Weighted Average Price (“VWAP”), calculated on the last 5 business days preceding the
execution of the Agreement.

(2) Phase 2 - Common shares of World Class Extractions with a value of $50,000 based on the 5-day
VWAP, calculated on the last 5 business days preceding the beginning of Phase “Stage” 1, as
defined in the Agreement.

(3) Phase 3 — Common shares of World Class Extractions with a value of $50,000 based on the 5-day

VWAP, calculated on the last 5 business days preceding the beginning of Phase “Stage” 2, as
defined in the Agreement.

On December 3, 2019, the extraction equipment was received from the supplier (Note 8 — Prepaid
Expenses and Deposits).
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