
 

FORM 51-102F3 

MATERIAL CHANGE REPORT 

Item 1.  Name and Address of Company  

Cresco Labs Inc. (the "Company")  
 
1055 West Hastings Street, Suite 2200  
Vancouver, British Columbia 
V6E 2E9, Canada  
 

Item 2.  Date of Material Change  

November 13, 2019  

Item 3.  News Release  

A news release with respect to the material change, a copy of which is attached 
hereto as Schedule "A", was disseminated by the Company on November 13, 2019 
through Business Wire and subsequently filed under the Company's profile on 
SEDAR at www.sedar.com.  

Item 4.  Summary of Material Change  

On November 13, 2019, the Company and CannaRoyalty Corp. d/b/a Origin House 
("Origin House") entered into an amending agreement (the "Amending 
Agreement") to amend the terms of the arrangement agreement dated April 1, 2019 
(the "Arrangement Agreement") between the Company and Origin House, 
pursuant to which the Company has agreed to acquire all of the issued and 
outstanding shares of Origin House by way of a court-approved plan of 
arrangement (the "Arrangement") under the Business Corporations Act (Ontario).  

In connection with the Amending Agreement, Origin House also announced its 
intention to complete a non-brokered financing (the "Financing") of up to 
9,705,882 common shares of Origin House (each a "Common Share") at a price 
of C$4.08 per Common Share for aggregate gross proceeds of C$39,600,000 
(approximately US$30 million). 

Item 5.1  Full Description of Material Change  

On November 13, 2019, the Company and Origin House entered into the Amending 
Agreement, to provide for certain changes to the covenants and agreements 
contained in the Arrangement Agreement.  Pursuant to the Amending Agreement, 
the consideration payable under the Arrangement will be reduced from 0.8428 of a 
subordinate voting share of the Company (a "Cresco Share") for each Common 
Share and 84.28 Cresco Shares for each class A compressed share of Origin House 
(each a "Class A Share"), to 0.7031 of a Cresco Share for each Common Share and 



 

70.31 Cresco Shares for each Class A Share. The closing of the Arrangement 
remains subject to satisfaction or waiver of all applicable conditions. 

In connection with the Amending Agreement, Origin House also announced its 
intention to complete the Financing of up to 9,705,882 Common Shares at a price 
of C$4.08 per Common Share for aggregate gross proceeds of C$39,600,000 
(approximately US$30 million) to strengthen the balance sheet of the combined 
company. The Financing is fully subscribed, and the proceeds of the Financing will 
be held in escrow pending closing of the Arrangement. In addition, certain persons, 
including services providers, have agreed to be paid amounts owing to them by 
Origin House in Common Shares. 

Origin House expects to hold a second meeting (the "Meeting") of its shareholders 
to approve the Arrangement, as amended, and it is expected that the Meeting will 
be held in late December, 2019. Assuming satisfaction or waiver of all closing 
conditions, it is expected that the Arrangement will close by the middle of January, 
2020.  

Additional details concerning the Arrangement, including the Amending 
Agreement, will be contained in the management information circular to be sent to 
Origin House shareholders in connection with the Meeting. A copy of the 
Amending Agreement will be filed with the Canadian securities regulatory 
authorities and will be available for viewing on the SEDAR website at 
www.sedar.com. 

Item 5.2.  Disclosure of Restructuring Arrangements 

Not applicable.  

Item 6.  Reliance on Subsection 7.1(2) of National Instrument 51-102  

Not applicable.  

Item 7.  Omitted Information  

Not applicable.  

Item 8.  Executive Officer  

For further information, please contact:  
 
John Schetz, General Counsel  
Phone: (312) 929-0993  
Email: john.schetz@crescolabs.com  
 

Item 9.  Date of Report  

November 25, 2019

http://www.sedar.com/


 

Schedule "A" 

  
 

NOT FOR DISTRIBUTION TO U.S. NEWSWIRE SERVICES OR DISSEMINATION IN THE U.S. 

CRESCO LABS AND ORIGIN HOUSE ANNOUNCE  
AMENDMENT TO ARRANGEMENT AGREEMENT  

AND NON-BROKERED FINANCING 
 
November 13, 2019 – CHICAGO, IL and TORONTO, ON – Cresco Labs Inc. ("Cresco Labs"– CSE: CL, 
OTCQX: CRLBF) and CannaRoyalty Corp. d/b/a Origin House ("Origin House"– CSE: OH, OTCQX: 
ORHOF) today announced that, in connection with the previously announced plan of arrangement pursuant 
to which Cresco Labs will acquire all of the issued and outstanding shares of Origin House in an all-stock 
transaction (the "Arrangement"), the parties have agreed to an amendment (the "Amendment") to the 
arrangement agreement dated April 1, 2019 (as amended, the "Arrangement Agreement") to provide for 
certain changes to the covenants and agreements contained therein. In connection with the Amendment, 
Origin House will also complete a non-brokered financing (the "Financing") of up to 9,705,882 common 
shares of Origin House ("Common Shares") at a price of C$4.08 per Common Share for aggregate gross 
proceeds of C$39,600,000 (approximately US$30 million) to strengthen the balance sheet of the combined 
company. The Financing is fully subscribed, and the proceeds of the Financing will be held in escrow 
pending closing of the Arrangement. In addition, certain persons, including services providers, have agreed 
to be paid amounts owing to them by Origin House in Common Shares.  
 
Pursuant to the Amendment, the consideration payable under the Arrangement will be reduced from 0.8428 
of a subordinate voting share of Cresco Labs (a "Cresco Share") for each Common Share and 84.28 
Cresco Shares for each class A compressed share of Origin House (a "Class A Share"), to 0.7031 of a 
Cresco Share for each Common Share and 70.31 Cresco Shares for each Class A Share. The closing of 
the Arrangement remains subject to satisfaction or waiver of all applicable conditions.  
 
"This is a transformational deal, which will significantly accelerate Cresco Labs’ growth in California, while 
providing a launchpad for the combined company to develop and distribute best in class brands across the 
country," said Charlie Bachtell, CEO and Co-founder of Cresco Labs. "We are very pleased that our groups 
were able to mutually develop elegant solutions enabling this very important transaction to progress toward 
closing. Origin House has successfully built the premier cannabis distribution platform (Continuum) in one 
of the largest cannabis markets in the world. Distribution in California is of utmost importance and a material 
position in the California market is a requirement for a cannabis industry leader. In addition, Origin House’s 
cultivation assets, FloraCal Farms and Cub City, are world-class and not only give Cresco Labs access to 
ultra-premium indoor cannabis for the California market, with quality and yields per square foot rarely seen 
in this industry, but bring access to a leadership team and cultivation system that will materially increase 
yields and quality standards across the rest of Cresco Labs’ national footprint." 
 
Mr. Bachtell continued, "Cresco Labs has cultivated a successful track record of disciplined execution and 
diligent stewardship of our shareholders’ capital. We recently launched a new advertising campaign in 
California which marks the beginning of the growth our combined company can generate in the state. The 
addition of Origin House will accelerate Cresco Labs’ California entry and aids our long-term plan to be 
successful in the two middle verticals in the value chain – distribution and branded products – a position 
which we expect will enable us to generate superior margins and returns on capital for our shareholders. 
We look forward to closing in January 2020 and working with Marc and the team at Origin House to create 



 

the strongest vertically integrated cannabis company in California and the most important cannabis 
company in the U.S." 
 
Marc Lustig, Chairman and CEO of Origin House added, "Having had an opportunity to re-engage and 
collaborate with the Cresco Labs team since the expiry of the Hart-Scott-Rodino Antitrust Improvements 
Act waiting period in October, we are even more excited about the opportunities available to the combined 
company both in California and beyond. The strategic footprint that Cresco Labs has built across the U.S., 
backed by a portfolio of the country’s top consumer brands, is a perfect match for Origin House’s distribution 
leadership in one of the most dynamic cannabis markets in the world – California. This deal represents an 
opportunity for Origin House to accelerate its growth and margin profile by gaining access to Cresco Labs’ 
leading portfolio of brands, joining what I believe is the most innovative U.S. multi-state operator in 
existence today, to build value for our California brand partners, our combined customer bases and for our 
shareholders." 
 
Mr. Lustig added, "The equity market environment has changed meaningfully since we first announced this 
proposed transaction. While this has presented challenges, it will also present opportunities for companies 
with quality assets and brands to quickly gain market share and build long-term shareholder value. The 
Financing announced in connection with this transaction will provide additional capital that the combined 
company expects to be in a position to use to prudently accelerate growth as opportunities continue to 
arise. Origin House continues to leverage its statewide brand support and distribution platform, while 
Cresco Labs has built a footprint that covers over 70% of the available U.S. customer base, backed by a 
portfolio of leading in-house brands and one of the best teams in the business. We believe that continuing 
with the Arrangement on the amended terms is in the best interest of Origin House and all of its 
shareholders." 
 
Origin House expects to hold a second meeting (the "Meeting") of its shareholders to approve the 
Arrangement, as amended, and it is expected that the Meeting will be held in late December, 2019. 
Assuming satisfaction or waiver of all closing conditions, it is expected that the Arrangement will close by 
the middle of January, 2020. Additional details concerning the Arrangement, including the Amendment, will 
be contained in the management information circular to be sent to Origin House shareholders in connection 
with the Meeting.  
 
The Board of Directors of Origin House unanimously recommends that Origin House shareholders vote in 
favor of the resolution to approve the Arrangement, as amended. 
 
 
ABOUT CRESCO LABS 
 
Cresco Labs is one of the largest vertically integrated multi-state cannabis operators in the United States. 
Cresco is built to become the most important company in the cannabis industry by combining the most 
strategic geographic footprint with one of the leading distribution platforms in North America. Employing a 
consumer-packaged goods ("CPG") approach to cannabis, Cresco’s house of brands is designed to meet 
the needs of all consumer segments and includes some of the most recognized and trusted national brands 
including Cresco, Remedi and Mindy’s, a line of edibles created by James Beard Award-winning chef Mindy 
Segal. Sunnyside*, Cresco’s national dispensary brand is a wellness-focused retailer designed to build 
trust, education and convenience for both existing and new cannabis consumers. Recognizing that the 
cannabis industry is poised to become one of the leading job creators in the country, Cresco has launched 
the industry’s first national comprehensive Social Equity and Educational Development (SEED) initiative 
designed to ensure that all members of society have the skills, knowledge and opportunity to work in and 
own businesses in the cannabis industry. Learn more about Cresco Labs at www.crescolabs.com.  
 
ABOUT ORIGIN HOUSE 
 
Origin House is a growing cannabis brands and distribution company operating across key markets in the 
U.S. and Canada, with a strategic focus on becoming a preeminent global house of cannabis brands. Origin 
House’s brand development platform is operated out of six licensed facilities located across California, and 

http://www.crescolabs.com/


 

provides distribution, manufacturing, cultivation and marketing services for its brand partners. Origin House 
is actively developing infrastructure to support the proliferation of its brands internationally, initially through 
its acquisition of Canadian retailer 180 Smoke. Origin House’s shares trade on the CSE under the symbol 
"OH" and on the OTCQX under the symbol "ORHOF". Origin House is the registered business name of 
CannaRoyalty Corp. For more information, visitwww.originhouse.com. 
 
FORWARD LOOKING STATEMENTS 
 
This press release contains "forward-looking information" within the meaning of applicable Canadian 
securities legislation and may also contain statements that may constitute "forward-looking statements" 
within the meaning of the safe harbor provisions of the United States Private Securities Litigation Reform 
Act of 1995. Such forward-looking information and forward-looking statements are not representative of 
historical facts or information or current condition, but instead represent only Origin House’s and Cresco 
Lab’s (collectively, the "Companies") beliefs regarding future events, plans or objectives, many of which, 
by their nature, are inherently uncertain and outside of the Companies' control. Generally, such forward-
looking information or forward-looking statements can be identified by the use of forward-looking 
terminology such as, 'may,' 'will,' 'should,' 'could,' 'would,' 'expects,' 'plans,' 'anticipates,' 'believes,' 
'estimates,' 'projects,' 'predicts,' 'potential' or 'continue' or the negative of those forms or other comparable 
terms. Forward-looking statements include, without limitation, statements relating to the terms of the 
Arrangement and the Amendment, the timing of the Meeting, the timing, receipt and nature of shareholder 
approval for the Arrangement, the timing to, and likelihood of, closing the Arrangement, the conditions to 
closing the Arrangement, the terms, pricing and timing of the Financing, the value, strength and growth 
prospects of the combined Companies, and the long-term prospects of the cannabis industry.  
 
Forward-looking statements contained herein involve known and unknown risks, uncertainties and other 
factors which may cause the actual results, performance or achievements to be materially different from 
any future results, performance or achievements expressed or implied by the forward-looking statements, 
including but not limited to those risks discussed under "Risk Factors" in each of the Company's periodic 
disclosure filed on SEDAR; and other factors, many of which are beyond the control of the Companies, 
including, but not limited to: regulatory approvals; investing in target companies or projects that are engaged 
in activities currently considered illegal under US federal law; changes in laws; limited operating history; 
reliance on management; requirements for additional financing; competition; hindering market growth and 
state adoption due to inconsistent public opinion and perception of the medical-use and adult-use marijuana 
industry and; regulatory or political change. Readers are cautioned that the foregoing list of factors is not 
exhaustive. Because of these uncertainties, readers should not place undue reliance on the any forward-
looking statement contained herein; the results or events predicted in the forward-looking statements may 
differ materially from actual results or events. No assurances are given as to the future trading price or 
trading volumes, nor as to financial performance in future financial periods. Except as required by applicable 
law, neither Company intends to update any of these factors or to publicly announce the result of any 
revisions to any of forward-looking statements contained herein, whether as a result of new information, 
any future event or otherwise. Except as otherwise indicated, this press release speaks as of the date 
hereof. The distribution of this press release does not imply that there has been no change in the affairs of 
either Company after the date hereof or create any duty or commitment to update or supplement any 
information provided in this press release or otherwise. 
 
 
Cresco Labs Contacts: 
 
Media: 
Jason Erkes, Cresco Labs 
Chief Communications Officer 
press@crescolabs.com 
 
Investors:  
investors@crescolabs.com 
 

https://urldefense.proofpoint.com/v2/url?u=http-3A__www.originhouse.com_&d=DwMFaQ&c=euGZstcaTDllvimEN8b7jXrwqOf-v5A_CdpgnVfiiMM&r=iZlMGQjCQ_yiBW6Mi7Rg8j9H-xKUGyIhEaAH-Au1qyU&m=Jq4w1VBxbpAO35ArvpfFLe7h0TI-whEcEH9qpxUTVd0&s=IS3KpYnyquX660kjbyGglqSdn0QAnEmuRgUFH_j7fC8&e=
mailto:press@crescolabs.com
mailto:investors@crescolabs.com


 

For general Cresco Labs inquiries: 
312-929-0993 
info@crescolabs.com 
 
Origin House Contacts:  
 
Media  
Priyam Chakraborty  
Senior Communications Manager, Origin House  
pchakraborty@originhouse.com  
647-232-9287 
 
Investors:  
Kingsdale Advisors  
1-888-302-5677  
contactus@kingsdaleadvisors.com 
 
Jonathan Ross  
LodeRock Advisors Inc., Origin House Investor Relations  
416-283-0178  
jon.ross@loderockadvisors.com 
 

mailto:info@crescolabs.com
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