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NOTICE TO READER

The accompanying unaudited condensed consolidated interim financial statements
have been prepared by the Company's management and the Company’s
independent auditors have not performed a review of these interim financial
statements.




Grown Rogue International Inc.

Unaudited Condensed Consolidated Interim Statements of Financial Position
Expressed in United States Dollars

January 31, October 31,
2019 2018
(Unaudited) (Audited)
Assets
Current Assets
Cash $ 531,908 $ 826,643
Accounts receivable, net 315,692 252,908
Other receivable 68,183 52,843
Biological assets (note 7) 129,399 149,617
Inventory (note 8) 1,503,504 1,380,101
Prepaid expenses and other assets 205,757 207,582
2,754,443 2,869,694
Property and equipment (note 9) 1,496,159 1,575,921
Intangible Assets (note 10) 66,117 64,974
Technology License (note 15(xix)) 2,199,667 -
Deferred transaction costs - 855,679
$ 6,516,386 $ 5,366,268
Liabilities
Current Liabilities
Accounts payable and accrued liabilities $ 1,565,495 $ 2,382,694
Finance lease payable (note 11) 103,371 99,134
Convertible promissory notes (note 13) 42,368 265,277
Due to employee/director (note 19) - 104,000
Interest payable (note 12, 13) 202,634 470,134
1,913,868 3,321,239
Finance lease payable (note 11) 70,194 97,680
Convertible promissory notes (note 13) - 1,034,099
Convertible debentures (note 14) 957,360 931,099
Long-term debt (note 12) 50,000 50,000
Deferred rent (note 22) 28,444 31,256
Derivative liabilities 24,500 148,500
3,044,366 5,613,873
Equity Holders' Deficit
Members' Capital (note 15) - 4,701,773
Share Capital (note 16) 13,269,391 -
Subscriptions Payable (note 1) 85,136 720,516
Equity Component of Convertible Debentures (note 14) 132,000 132,000
Contributed Surplus (notes 17 and 19) 2,596,438 2,010,489
Accumulated Deficit (12,610,945) (7,812,383)
3,472,020 (247,605)
$ 6,516,386 $ 5,366,268

The accompanying notes form an integral part of these condensed consolidated interim financial statements.
Approved on behalf of the Board of Directors
Signed "J. Obie Strickler" , Director Signed "Abhilash Patel" . Director




Grown Rogue International Inc.

Unaudited Condensed Consolidated Interim Statements of Operations
For the three month periods ended January 31

Expressed in United States Dollars

2019 2018
Revenue $ 834,309 $ 170,960
Cost of Goods Sold
Unrealized gain (loss) on changes in fair value of biological
assets (note 7) (44,830) 366,079
Cost of goods sold (note &) 622,809 119,086
Cost of goods sold (recovery to cost of sales), net of the
unrealized gain on changes in fair value of biological assets 577,979 485,165
Gross profit (loss) 256,330 (314,205)
Expenses
General and administrative (note 24) 1,007,305 617,643
Amortization of intangible assets (note 10) 7,233
Amortization of property and equipment (note 9) 158,814 58,634
Accretion expense (notes 13 and 14) 17,964
Transaction costs (note 2) 3,723,724
4,915,040 676,277
Loss from operations (4,658,710) (990,482)
Interest expense (164,852) (337,510)
Other income 10,000 -
Gain on derecognition of derivative
liability 15,000 -
Loss on disposal of property and
equipment - (9,103)
Net loss $ (4,798,562) §  (1,337,095)
Income per Share - basic and diluted $ (0.08) $ (0.35)
Weighted Average Number of Common Shares
Outstanding - basic and diluted 61,324,047 3,773,689

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



Grown Rogue International Inc.

Unaudited Condensed Consolidated Interim Statements of Changes in Members' Deficit
Expressed in United States Dollars

Equity
Seed Component
Round Total of Total Equity
Common Incentive Preferred Members' Subscriptions Convertible Contributed Accumulated  Holders'
Units Units Units Capital Payable Debentures  Surplus Deficit Deficit

Balance - October 31, 2017 $ 100$ - $ - $ 100$ - $ - $ - $ (302,397) $ (302,297)
Common units issued pursuant to

conversion of notes

payable (note 14) 2,152,134 - - 2,152,134 - - - - 2,152,134
Seed Round Preferred Units issued

for cash (note 14) - - 1,300,345 1,300,345 - - - - 1,300,345
Common units issued for

cash (note 14) 225,000 - - 225,000 - - - - 225,000
Common units issued to service

providers (note 14) 1,049,595 - - 1,049,595 - - - - 1,049,595
Unit purchase options

granted (note 16) - - - - - - 1,510,489 - 1,510,489
Unit purchase option

purchased (note 16) - - - - - - 500,000 - 500,000
Issuance of convertible

debentures (note 13) - - - - - 132,000 - - 132,000
Subscription proceeds(note 15) - - - - 720,516 - - - 720,516
Issuance costs - - (25,401 (25,401) - - - - (25,401)
Net loss - - - - - - - (7,509,986) (7,509,986)
Balance - October 31, 2018 $ 3,426,829 % - $ 1,274,944 $ 4,701,773 $ 720,516 $ 132,000 $ 2,010,489%  (7,812,383) $ (247,605)

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



Grown Rogue International Inc.

Unaudited Condensed Consolidated Interim Statements of Changes in Members' Deficit
Expressed in United States Dollars

Equity
Seed Component
Number of Round Total of Total Equity
Common Share Common Incentive Preferred Members' Subscriptions Convertible Contributed Accumulated Holders'
Shares Capital Units Units Units Capital Payable  Debentures  Surplus Deficit Deficit

Balance - October 31, 2018 - $ - $ 3,426,829 § - $ 1,274,944 $4,701,773 $ 720,516 § 132,000 $ 2,010,489 $§ (7,812,383)$ (247,605)
Common units issued pursuant to

conversion of notes payable (note 15) - - 1,374,317 - - 1,374,317 - - - - 1,374,317
Common units issued pursuant to

technology license agreement(note 15) - - 2,199,667 - - 2,199,667 - - - - 2,199,667
Common units issued pursuant to

exercise of purchase option (note 15) - - 1,258,784 - - 1,258,784 - - (1,218,784) - 40,000
Subscription receipts (note 18) - - - - - - 554,000 - - - 554,000
Common units issued pursuant to

subscription receipts (note 15) - - 913,698 - - 913,698  (1,274,516) - 360,818 - -
Exchange of Units for common shares

pursuant to the Transaction (note 16) 60,746,202 10,448,239  (9,173,295) - (1,274,944) 0,448,239) - - - - -
Common units issued to existing

shareholders of the Company

pursuant to the Transaction (note 16) 3,773,689 1,257,706 - - - - - - - - 1,257,706
Common shares issued to former debt

holders of the Company (note 16) 839,790 279,888 - - - - - - - - 279,888
Common shares pursuant to acquisition

of Grown Rogue Canada (note 16) 100,000 33,328 - - - - - - - - 33,328
Common shares issued pursuant to

subscription receipts (note 16) 6,193,917 1,479,947 - - - - - - 584,430 - 2,064,377
Fair value of broker warrants (note 16) - (85,931) - - - - - - 85,931 - -
Issuance costs (note 16) - (143,786) - - - - - - (56,781) - (200,567)
Fair value of warrants issued to debenture

holders (note 16) - - - - - - - - 830,335 - 830,335
Debt settlements - - - - - - 85,136 - - - 85,136
Net loss - - - - - - - - - (4,798,562) (4,798,562)
Balance - January 31, 2019 71,653,598 $13,269,391 § - $8 - $ - $ - $ 85,136 § 132,000 $ 2,596,438 $(12,610,945)§ 3,472,020

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



Grown Rogue International Inc.
Unaudited Condensed Consolidated Interim Cash Flow Statements
For the three month periods ended January 31

Expressed in United States Dollars

2019

2018

Cash provided by (used in)

Operating Activities

Net loss

Adjustments for non-cash items in net loss
Amortization of property and equipment
Amortization of intangible assets
Unrealized gain on changes in fair value of biological assets
Unit-based compensation
Accretion expense
Finance charge expense
Loss on disposal of property and equipment
Transaction costs
Gain on recognition of derivative liability

Changes in non-cash working capital (note 20)
Net cash used in operating activities

Investing Activities
Purchase of intangible asset
Purchase of property and equipment
Cash acquired upon close of Transaction
Net cash used in investing activities

Financing Activities
Members contributions
Subscriptions receivable
Option proceeds
Proceeds from long-term debt
Repayment of long-term debt
Proceeds of subscription receipts
Payment of equity issuance costs
Transaction costs
Net cash provided by financing activities

Change in cash

Cash - beginning of period

Cash - end of period

Supplemental cash flow disclosure

Interest paid

Purchase of property and equipment on account

Property and equipment acquired through finance leases (note 9)
Conversion of notes payable to common units

$  (4,798,562) $ (1,337,095)
158,814 58,634
7,233
(44,830) 366,079
17,964
3,723,724 _
(15,000) -
(950,657) (912,382)
(1,217,946) (8,775)
(2,168,603) (921,157)

(8,376) (40,921)
(79,052) (719,943)

5,875
(81,553) (760,864)

: 1,416,012
(720,516) -

40,000 -

; 1,196,387
(231,026) (21,052)
3,234,893 -
(200,567) -
(167,363) -
1,955,421 2,591,347
(294,735) 909,326
826,643 453,199

$ 531,908 $ 1,362,525
$ 163,746 $ 52,254

; 103,655

; 158,193
1,063,360 181,458

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



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018

Expressed in United States Dollars

1. Nature of Operations

Grown Rogue International Inc. (the “Company”), formerly "Novicius Corp.", was amalgamated under
the Business Corporations Act (Ontario) on November 30, 2009 (the “Company”). The Company's
registered office is located at 340 Richmond Street West, Toronto, Ontario, M5V 1X2. The Company’s
common shares trade on the Canadian Securities Exchange ("CSE") under the symbol GRIN.

These unaudited condensed consolidated interim financial statements for the three months ended January
31, 2019 and 2018, include the Company, its wholly-owned subsidiaries Grown Rogue Canada Corp.
("GRC"), and Grown Rogue Unlimited, LLC ("GR Unlimited") and GR Unlimited's wholly-owned
subsidiaries (collectively referred to as the "Subsidiaries") and joint-venture interests. GR Unlimited's
wholly-owned subsidiaries include Grown Rogue Gardens, LLC; Grown Rogue Distribution, LLC;
GRU Properties, LLC; and GRIP, LLC. GR Unlimited also has 60% ownership interests in two joint
ventures GRD Cali, LLC and Idalia, LLC (the "Joint Ventures").

Grown Rogue Gardens, LLC is engaged in cannabis cultivation activities. Grown Rogue Distribution,
LLC is engaged in wholesale activities; GRU Properties, LLC is engaged in real estate activities; and
GRIP, LLC is engaged in intellectual property activities.

2. Business Acquisition

The Company entered into a definitive transaction agreement (the "Definitive Agreement") dated October
31, 2018 with GR Unlimited and Grown Rogue Canada Inc. ("Grown Rogue Canada") and Novicius
Acquisition Corp. ("Novicius Subco") which resulted, through a series of transactions, in the acquisition
of all of the equity interests of GR Unlimited and Grown Rogue Canada by the Company (the
"Transaction"), such that, immediately following completion of the Transaction, approximately 86% of
the issued and outstanding shares of the Company were owned by the former unitholders of GR
Unlimited. Prior to close of the Transaction the Company completed a consolidation of its common
shares on the basis of 1.4 pre-consolidated common shares for 1 post-consolidated common share. Upon
close of the Transaction, the Company issued, in aggregate, 60,746,202 common shares to the GR
Unlimited unitholders for all of the outstanding units of GR Unlimited, 100,000 common shares to a
director of Grown Rogue Canada and 839,790 common shares to former debtholders of the Company.
Holders of warrants and convertible debentures of GR Unlimited and Grown Rogue Canada exchanged
such securities for warrants and convertible debentures, with substantially the same terms, of the
Company on a one for one basis.



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

2. Business Acquisition (continued)

For accounting purposes, GR Unlimited is the deemed acquirer and the Company the deemed acquired
company, and accordingly, the Company’s balances are accounted for at cost and GR Unlimited is
accounted for at fair value. Since the Company’s operations do not constitute a business, this transaction
has been accounted for as a reverse takeover that is not a business combination. Therefore, the
Company’s share capital, deficit, and contributed surplus will be eliminated, the consideration
transferred by the Company will be allocated to share capital, and the transaction costs will be expensed.

The allocation of the consideration transferred is as follows:

3,773,689 shares at a price of CAD$0.44 per share $ 1,257,706
Net assets (liabilities) of the Company acquired (604,107)
Transaction costs $ 1,861,813

The acquisition-date fair value of the consideration transferred by the Company for its interest in GR
Unlimited is based on the number of equity interests GR Unlimited would have had to issue to give the
owners of the Company the same percentage equity interest in the combined entity that results from the
transaction described above. The fair value of the number of equity interests calculated in that way is
used as the fair value of consideration transferred in exchange for GR Unlimited. An adjustment has
been booked to adjust the fair market value of the Company’s equity interest in GR Unlimited
accordingly.

Upon completion of the Transaction, the former shareholder of Grown Rogue Canada controlled less
than 1% of the issued and outstanding common shares of the Company (not including holders of
subscription receipts of Grown Rogue Canada). For accounting purposes, the Company has been
identified as the acquirer and Grown Rogue Canada the acquired company. Since Grown Rogue
Canada's operations do not constitute a business, this transaction has been accounted for as a share-
based payment. As such, Grown Rogue Canada’s balances are accounted for at fair value, with the
balance of the purchase price in excess of the fair value of the acquired assets and liabilities of Grown
Rogue Canada accounted for as transaction costs. Grown Rogue Canada's historical share capital,
deficit and contributed surplus have been eliminated.

The allocation of the consideration transferred is as follows:

100,000 common shares at a price of CAD$0.44 per share $ 33,328
Fair value of warrants of the Company issued 830,335
Total consideration transferred 863,663
Net assets of Grown Rogue Canada acquired 61,447
Transaction costs $ 802,216




Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

3. Basis of Presentation

a)

b)

d)

Statement of Compliance

The Company’s unaudited condensed consolidated interim financial statements have been prepared
in accordance with International Financial Reporting Standards (“IFRS”) as issued by the
International Accounting Standards Board.

These consolidated financial statements hve not been subject to audit and were approved and
authorized for issuance by the Company's Board of Directors on April 1, 2019.

The comparative figures presented throughout these condensed consolidated financial statements
are the historical results of GR Unlimited.

Basis of Measurement

The condensed consolidated interim financial statements have been prepared on a historical cost
basis except for certain financial instruments and biological assets, which are measured at fair
value as described herein.

Functional and Presentation Currency

The Company and its affiliates’ functional currency is the United States (“U.S.”) dollar. These
condensed consolidated interim financial statements are presented in U.S. dollars.

Basis of Consolidation

The Subsidiaries and Joint Ventures are controlled by the Company, as the Company is exposed,
or has rights, to variable returns from its involvement with the Subsidiaries and Joint Ventures and
has the ability to affect those returns through its power over the Subsidiaries and Joint Ventures by
way of its ownership of all of the issued and outstanding common shares. The financial statements
of subsidiaries are included in these condensed consolidated interim financial statements from the
date that control commences until the date control ceases. All significant inter-company balances
and transactions have been eliminated upon consolidation.



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

4. Significant Accounting Policies

a)

b)

d)

Revenue

The Company records revenue when it has transferred the risks and rewards of ownership of the
goods to the purchaser, when it has no continuing managerial involvement over the goods, when it
is probable the Company will receive the consideration, and when it can reliably measure the
amount of revenue and costs associated with the transaction.

Inventory

Inventory is valued at the lower of cost and net realizable value. Harvested cannabis included in
inventory is recognized at the fair value of the biological asset at the point of harvest.
Manufactured inventory and work-in-progress includes an allocation of production overhead,
which is based on normal operating capacity. The Company reviews inventories for obsolete,
redundant and slow moving goods and any such inventories identified are written down to net
realizable value.

Cost of goods sold

Cost of goods sold includes the cost of finished goods inventory sold during the period,
revaluations of biological assets at the point of harvest, and inventory write-downs during the
period.

Biological assets

The Company measures biological assets consisting of cannabis plants at fair value less costs to
sell up-to the point of harvest. Subsequent to harvest, the recognized biological asset amount
becomes the cost basis of finished goods inventory. Seeds are measured at fair value. Unrealized
gains or losses arising from changes in fair value less costs to sell during the period are included in
the consolidated results of operations of the appropriate period.

Accounts Payable and Accrued Liabilities

Liabilities are recognized for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not. Provisions are recognized when the Company has an
obligation (legal or constructive) arising from a past event, and the costs to settle this obligation
are both probable and able to be reliably measured.

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. Parties are also considered to be related if they are subject to common control or
common significant influence. 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.



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

4. Significant Accounting Policies (continued)

g)

h)

Property and Equipment

Property and equipment are stated at cost less accumulated amortization and accumulated
impairment losses, if any. Costs include borrowing costs for assets that require a substantial period
of time to become ready for use.

Amortization is recognized so as to write off the cost of assets less their residual values over their
useful lives, using the straight-line method. Amortization begins when an asset is available for use,
meaning that it is in the location and condition necessary for it to be used in the manner intended by
management. The estimated useful lives, residual values and method of amortization are reviewed
at each period end, with the effect of any changes in estimated useful lives and residual values
accounted for on a prospective basis.

As at January 31, 2019, the Company was in the process of completing construction of its
warehouse facility in order to expand its cultivation and wholesale activities. The Company has
capitalized the costs incurred to date on the construction-in-process asset, but as the assets were
not available for use as intended by management as at January 31, 2019, amortization expense was
not recorded.

Amortization is calculated applying the following useful lives:

Furniture and fixtures 7 - 10 years on a straight line basis
Computer and office equipment 3 -5 years on a straight line basis
Production equipment and other 5-10 years on a straight line basis
Leasehold improvements 15 - 40 years on a straight line basis

The carrying values of property and equipment are reviewed for impairment when events or
changes in circumstances indicate that the carrying value may not be recoverable. If any such
indication exists, and where the carrying values exceed the estimated recoverable amount, the
assets are written down to their recoverable amount, being the higher of their fair value less costs
of disposal and their value in use. Fair value is the price at which the asset could be bought or sold
in an orderly transaction between market participants. In assessing value in use, the estimated cash
flows are discounted to their present value using a pre-tax discount rate that reflects the current
market assessments of the time value of money and the risks specific to the asset.

Leased Assets

Leases are classified as finance leases whenever substantially all the risks and rewards of
ownership of the leased asset are transferred to the Company. Leased assets are measured initially
at an amount equal to the lower of fair value and present value of minimum lease payments.
Subsequent to initial recognition, the assets are accounted for in accordance with the accounting
policy applicable to the asset.

Assets held under other leases, where the risks and rewards of ownership are not transferred are

classified as operating leases and are not recognized on the Company's consolidated statement of
financial position.

-10-



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

4. Significant Accounting Policies (continued)

i)

),

k)

Intangible Assets

Intangible assets are initially measured at cost. The useful life of intangible assets is assessed as
either finite or indefinite. Following the initial recognition, intangible assets with finite useful lives
are carried at cost less accumulated amortization and accumulated impairment losses, if any. If
impairment indicators are present, these assets are subject to an impairment review. Amortization
is calculated using the straight-line method over the estimated useful lives of the intangible assets
of two to three years.

Impairment of Long-lived Assets

For all long-lived assets, except for intangible assets with indefinite useful lives and intangible
assets not yet available for use, the Company reviews its carrying amount at the end of each
reporting period to determine whether there is any indication that those assets have suffered an
impairment loss. Where such impairment exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss.

An impairment loss is recognized for the amount by which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the greater of fair value less costs of disposal and
value in use. In assessing value in use, 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. Impairment losses are recognized in the consolidated
statement of operations.

Impairment losses may be reversed in a subsequent period where the impairment no longer exists
or has decreased. The carrying amount after a reversal must not exceed the carrying amount (net of
depreciation) that would have been determined had no impairment loss been recognized. A reversal
of impairment loss is recognized in profit or loss.

Deferred transaction costs

Deferred transaction costs represents professional fees incurred with respect to a contemplated
transaction that is to be completed in a future period. The transaction costs will be recognized in
profit and loss in the period in which the transaction is completed.

-11-



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

4. Significant Accounting Policies (continued)

)

Financial Instruments

The effective interest method is used to calculate the amortized cost of a financial asset or liability
and allocates interest income over the corresponding period. The effective interest rate is the rate
that is used to discount estimated future cash receipts or payments over the expected life of the
financial asset or liability, or, where appropriate, a shorter period, to the net carrying amount on
initial recognition.

Compound financial instruments issued by the Company comprise convertible promissory notes
that are convertible to share capital at either the option of the holder or upon consummation of a
qualifying go-public transaction. The number of shares to be issued will depend on the conversion
price, which will be agreed to by the Company and the purchaser of the note. The liability
component of a compound financial instrument would be recognized initially at the fair value of a
similar liability that does not have an equity conversion option. The equity component would be
recognized initially at the difference between the fair value of the compound financial instrument as
a whole and the fair value of the liability component. Any directly attributable transaction costs are
allocated to the liability and equity components in proportion to the initial carrying amounts.

Subsequent to initial recognition, the liability component of a compound financial instrument is
measured at amortized cost using the effective interest method. The equity component of a
compound financial instrument would not be re-measured subsequent to initial recognition.

Impairment of Financial Assets

An impairment loss in respect of a financial asset measured at amortized cost, such as accounts
receivable and other receivable, is calculated as the difference between its carrying amount and the
present value of the estimated future cash flows discounted at the asset's original effective interest
rate. Losses are recognized in profit or loss and reflected in an allowance account against the
corresponding asset.

Unit/ Share Based Compensation

Unit/ Share Based Payment Transactions

Transactions with non-employees that are settled in equity instruments of the Company are
measured at the fair value of the services rendered. In situations where the fair value of the goods
or services received by the entity as consideration cannot be reliably measured, transactions are
measured at fair value of the equity instruments granted. The fair value of the share based
payments is recognized together with a corresponding increase in equity over a period that services
are provided or goods are received.

-12-



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

4. Significant Accounting Policies (continued)

n)

Unit/ Share Based Compensation (continued)
Equity Settled Transactions

The costs of equity settled transactions with employees are measured by reference to the fair value
of the equity instruments at the date on which they are granted, using the Black-Scholes option
pricing model.

The costs of equity settled transactions are recognized, together with a corresponding increase in
equity, over the period in which the performance and/or service conditions are fulfilled, ending on
the date on which the relevant employees become fully entitled to the award (“the vesting date”).
The cumulative cost is recognized for equity-settled transactions at each reporting date until the
vesting date reflects the Company’s best estimate of the number of equity instruments that will
ultimately vest. The profit or loss charge or credit for a period represents the movement in
cumulative expense recognized as at the beginning and end of that period and the corresponding
amount is represented in contributed surplus.

No expense is recognized for awards that do not ultimately vest.

The dilutive effect of outstanding options, if any, is reflected as additional dilution in the
computation of loss per unit.

Unit/ Share Issuance Costs

Costs incurred in connection with the issuance of members' equity are netted against the proceeds
received net of tax. Costs related to the issuance of members' equity and incurred prior to issuance
are recorded as deferred members' equity issuance costs and subsequently netted against proceeds
when they are received.

Members' Capital
Members' capital consisted of common units, incentive units and seed round preferred units which
are classified as equity on the statements of financial position. Incremental costs attributable

directly to the issuance of member's capital are recognized as deduction from equity, net of any tax
effects.

-13-



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

4. Significant Accounting Policies (continued)

p)

Income Taxes

No provision for federal or state income taxes is included in the Company's consolidated financial
statements because the tax effects of GR Unlimited's income or loss for the period from inception
to December 31, 2017 were passed on to the Members. Effective January 1, 2018, Grown Rogue
Gardens, LLC and Grown Rogue Distribution, LLC elected to be taxed as corporations.
Following the Transaction, GR Unlimited also elected to be taxed as a corporation. As such, these
three entities will follow the asset and liability method of accounting for income taxes. Under this
method, deferred income tax assets and liabilities are determined based on the differences between
the carrying amount of assets and liabilities on the statement of financial position and their
corresponding tax value, using the substantively enacted tax rates expected to apply when these
temporary differences are reversed. Deferred income tax assets are recorded to recognize tax
benefits only to the extent that, based on available evidence, it is probable that they will be
realized. Income tax expense is recognized in profit or loss except to the extent that it relates to a
business combination, or items recognized directly in equity.

Deferred tax liabilities are recognized for all temporary differences except when the deferred
income tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss.

q) Newly Adopted Accounting Policies

The Company adopted the following accounting policies as of November 1, 2018:
Financial Instruments

IFRS 9 financial instruments (“IFRS 9”) replaced IAS 39, Financial Instruments: recognition and
Measurement. IFRS 9 includes guidance on classification and measurement of financial
instruments, a new expected credit loss model for calculating impairment on financial assets and
new general hedging requirements.

i) Classification and measurement of financial assets and financial liabilities

IFRS 9 requires financial assets to be classified into three measurement categories on initial
recognition: fair value through profit and loss (“FVTPL”), fair value through other
comprehensive income (“FVOCI”), and amortized cost. Investments in equity instruments are
required to be measured by default at FVTPL. IFRS 9 permit entities to elect into an irrevocable
option for equity instruments to report changes in fair value in other comprehensive income.

Classification and measurement of financial assets is dependent on the entity’s business model for

managing the financial assets and related contractual cash flows. IFRS 9 retains most of the
requirements of IAS 39 related to classification and measurement of financial liabilities.
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4. Significant Accounting Policies (continued)
q) Newly Adopted Accounting Policies (continued)
Financial Instruments (continued)

The following table summarizes the impact of the adoption of IFRS 9 on the classification of the
Company’s financial assets and liabilities:

Asset/Liability Classification under IAS 39 Classification under IFRS 9
Accounts receivable, net Loans and receivables Amortized cost
Other receivables Loans and receivables Amortized cost
Cash and cash equivalents Loans and receivables Amortized cost
Accounts payable and accrued Other liabilities at amortized cost | Amortized cost
liabilities
Finance lease payable Other liabilities at amortized cost | Amortized cost
Convertible promissory notes Other liabilities at amortized cost | Amortized cost
Long-term debt Other liabilities at amortized cost | Amortized cost
Interest payable Other liabilities at amortized cost | Amortized cost
Convertible debentures Other liabilities at amortized cost | Amortized cost
Due to employee/ director Other liabilities at amortized cost | Amortized cost

ii) Impairment

IFRS 9 introduces a three-stage expected credit loss (“ECL”) model for determining impairment
of financial assets. The expected credit loss model does not require the occurrence of a triggering
event before an entity recognizes credit losses. IFRS 9 requires an entity to recognize expected
credit losses upon initial recognition of a financial asset and to update the quantum of expected
credit losses at the end of each reporting period to reflect changes to credit risk of the financial
asset. The adoption of the ECL model did not have a material impact on the Company’s
condensed consolidated interim financial statements.

Share-based Payments (Amendments to IFRS 2)

In June 2016, the IASB issued amendments to IFRS 2 that clarify how to account for certain
types of share-based payment transactions.

The amendments provide requirements related to accounting for:

. the effects of vesting and non-vesting conditions on the measurement of cash-settled
share-based payments;

. share-based payment transactions with a net settlement feature for withholding tax
obligations; and

. the effect of a modification of the terms and conditions of a share-based payment that

changes the classification of the transaction from cash-settled to equity settled.

Adoption of the amendments to IFRS 2 as of November 1, 2018 did not have an impact on the
Company’s financial statements.
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4. Significant Accounting Policies (continued)

q) Newly Adopted Accounting Policies (continued)

Revenue

IFRS 15 Revenue from Contracts with Customers, (“IFRS 15”) replaced all preexisting
guidance, including, but not limited to IAS 11 Construction Contracts, IAS 18 Revenue, and
IFRIC 15 Agreements for the Construction of Real Estate in IFRS related to revenue. IFRS 15
contains a single control based model (the “model”) that applies to contracts with customers and
allows entities to recognize revenue at a point in time or overtime. The model consists of a 5 step
analysis of transactions to determine whether, how much, and when revenue is recognized. IFRS
15 also includes additional requirements for revenue accounted for under the standard. Adoption
of IFRS 15 as of November 1, 2018 did not have an impact on the Company's financial
statements.

Future Accounting Pronouncements

IFRS 16 Leases ("Leases") was issued in January 2016 and replaces IAS 17 Leases. Under IAS
17, lessees were required to make a distinction between a finance lease and an operating lease. If
the lease was classified as a finance lease, a lease liability was included on the statement of
financial position. IFRS 16 now requires lessees to recognize a right of use asset and lease liability
reflecting future lease payments for virtually all lease contracts. The right of use asset is treated
similarly to other non-financial assets and depreciated accordingly. The lease liability accrues
interest. The IASB has included an optional exemption for certain short term leases and leases of
low value assets; however, this exemption can only be applied by lessees. Under IFRS 16, a
contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. Control is conveyed where the customer
has both the right to direct the identified asset’s use and obtain substantially all the economic
benefits from that use. IFRS 16 is effective for annual periods beginning on or after January 1,
2019 with early adoption permitted if IFRS 15, Revenue from Contracts with Customers, is also
applied. The Company is currently evaluating the impact adopting IFRS 16 will have on its
consolidated financial statements.
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S.

4

Liquidity and Capital Resources

The Company has incurred significant losses from operations. The Company’s management continues to
finance its cash needs through promissory and convertible promissory notes, and the issuance of
membership units and common shares. If management is unsuccessful in its efforts to generate profitable
operations and/or continue to receive financial support, the Company may not be able to continue as a
going concern. The ability of the Company to continue as a going concern and to meet its obligations
will be dependent upon successful sales of product and a return to successful operations and cash flows
as well as the potential issuance of members' capital. The accompanying consolidated financial
statements do not reflect any adjustment that might result from the outcome of this uncertainty.

Significant Accounting Judgments, Estimates and Assumptions

The preparation of these consolidated financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the reported amounts of assets
and liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of income and expenses during the reporting period. The
estimates and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. The most significant judgments include those related to
the ability of the Company to continue as a going concern, the determination of when property and
equipment are available for use, and impairment of its financial and non-financial assets. The most
significant estimates and assumptions include those related to the valuation of biological assets, the
collectibility of accounts receivable, the useful lives of property and equipment, inputs used in
accounting the determination of the discount rate used to estimate the fair value of the liability
component of convertible promissory notes, the inputs used in the estimate of the fair value of unit-based
compensation and the inputs used in the estimate of the fair value of the unit purchase options and
warrants issued.
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7. Biological Assets

Biological assets consists of cannabis seeds and cannabis plants. The reconciliation of changes in the
carrying amount of biological assets as at January 31, 2019 and October 31, 2018 is as follows:

Balance - October 31, 2017 $ 10,436
Add: Purchased cannabis plants 521,949
Change in fair value less costs to sell due

to biological transformation 541,352
Transferred to inventory upon harvest (924,120)

Balance - October 31, 2018 149,617
Add: Purchased cannabis plants 124,711
Change in fair value less costs to sell due

to biological transformation 44,830
Transferred to inventory upon harvest (189,759)
Balance - January 31, 2019 $ 129,399

When determining the fair value of biological assets, the Company makes estimates and uses
assumptions as follows:

. Expected costs required to grow the cannabis up to the point of harvest
. Expected costs associated with harvesting and selling
. Expected yield from the cannabis plants and selling price.

The estimates and assumptions used are subject to volatility in uncontrollable market conditions, may
significantly impact the fair value of biological assets. Biological assets represent a level 3 assets in the
fair value hierarchy.

8. Inventory
As at January 31, 2019, the Company's inventory consists of 1,356kg (October 31, 2018 - 638 kg) of

harvested cannabis.

Balance - October 31, 2018 $ 1,380,101

Balance - January 31, 2019 $ 1,503,504

The cost of inventories included as an expense and included in cost of goods sold, excluding
amortization expense was $622,809 (2018 - $119,086).
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9. Property and Equipment

Computer and  Production Construction in

Furniture and Office Equipment and  Progress - Leasehold

Fixtures Equipment Other Warehouse Improvements Total
Cost
Balance - October 31, 2017  § 750 $ 2,230 $ 169,403 $ 536,008 $ 326,731 $ 1,035,122
Additions - 73,653 199,827 772,746 740,994 1,787,220
Disposals (750) - (12,115) (730,596) - (743,461)
Balance - October 31, 2018  § - $ 75,883 § 357,115 § 578,158 $ 1,067,725 $§ 2,078,881
Additions 3,964 13,922 12,543 42,662 53,565 126,656
Disposals - - - (47,604) - (47,604)
Balance - January 31, 2019  § 3,964 $ 89,805 $ 369,658 $ 573,216 $ 1,121290 $ 2,157,933
Accumulated Amortization
Balance - October 31, 2017  § 6 $ 145 § 13,133 § - $ 32,642 $ 45,926
Transfers (6) - - - 6 -
Amortization for the period - 1,762 61,036 - 397,248 460,046
Disposals - - (3,012) - - (3,012)
Balance - October 31, 2018 - 1,907 71,157 - 429,896 502,960
Transfers - - - - - -
Amortization for the period 94 695 17,183 - 140,842 158,814
Disposals - - - - - -
Balance - January 31,2019  § 94 § 2,602 $ 88,340 §$ - $ 570,738 $ 661,774
Net Book Value
As at October 31, 2018 $ - $ 73,976 $ 285958 § 578,158 § 637,829 § 1,575,921
As at January 31, 2019 $ 3,870 $ 87,203 § 281318 § 573,216 $ 550,552 $ 1,496,159
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10. Intangible Assets

The Company's intangible asset included amounts charged to develop the Company's website and brand
positioning. The Company determined the useful lives of the assets to be 2 and 3 years, respectively.
Amortization is calculated on a straight-line basis over the respective useful lives.

Website Branding Total
Cost
Balance - October 31, 2017 $ 29,405 $ 9,968 $ 39,373
Additions 41,971 2,392 44,363
Balance - October 31, 2018 71,376 12,360 83,736
Additions 13,480 - 13,480
Disposals - (5,104) (5,104)
Balance - January 31, 2019 $ 84,856 $ 7,256 $ 92.112
Accumulated Amortization
Balance - October 31, 2017 $ - $ - $ -
Additions 15,862 2,900 18,762
Balance - October 31, 2018 15,862 2,900 18,762
Amortization for the period 5,980 1,253 7,233
Balance - January 31, 2019 $ 21,842 $ 4,153 $ 25,995
Net Book Value
As at October 31, 2018 $ 55,514 $ 9,460 $ 64,974
As at January 31, 2019 $ 63,014 $ 3,103 $ 66,117

11. Finance lease liabilities

i) Effective July 11, 2017, and as amended on July 28, 2017, the Company entered into an agreement
with a third party to lease equipment at a cost $134,289 over a thirty-six month period for monthly
payments of $4,778. The terms and conditions of the lease predicate that substantially all of the
risks and rewards of ownership of the leased asset transfer to the Company. Therefore, the
Company has classified the agreement as a finance lease.

ii) Effective November 8, 2017, the Company entered into an agreement with a third party to lease
equipment at a cost $158,193 over a thirty-six month period for monthly payments of $5,630. The
terms and conditions of the lease predicate that substantially all of the risks and rewards of
ownership of the leased asset transfer to the Company. Therefore, the Company has classified the
agreement as a finance lease.

As at January 31, 2019, the related lease liabilities are payable as follows:

Future minimum

lease payments Interest Total
Less than one year $ 103,371 $ 21,513 $ 124,884
Between one and five years 70,194 4,358 74,552
$ 173,565 $ 25,871 $ 199,436

As at January 31, 2019, the net book value of the growing equipment under finance lease is $.
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12. Long-term Debt

Transactions related to GR Unlimited's unsecured promissory notes during the period ended January

31, 2019, include the following:

Balance - October 31, 2018
Settled in exchange for convertible
Interest expense on long-term debt
Debt repayments

Balance - October 31, 2018

Less: current portion

Balance - January 31, 2019 net of current
portion

Face Carrying Interest
value amount payable
$ 50,000 $ 50,000 $ 10,444
- - 1,500
- - (6,000)
50,000 50,000 5,944
- - 5,944
$ 50,000 $ 50,000 $ -

Transactions related toGR Unlimited's unsecured promissory notes during the period ended October

31, 2018, include the following:

Balance - October 31, 2017

Amortization of deferred financing costs

Settled in exchange for convertible
promissory note (note )

Interest expense on long-term debt

Debt repayments

Balance - October 31, 2018
Less: current portion

Balance - October 31, 2018 net of current
portion

Face Carrying Interest
value amount payable

$ 552,173 § 552,173 § 14,860
642 642 -

(500,000) (500,000) (10,416)

- - 6,000
(2,815) (2,815) -

50,000 50,000 10,444

- - 10,444
$ 50,000 $ 50,000 $ -
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12. Long-term Debt (continued)

i) On February 1, 2017: Principal of $50,000 with simple interest accrued at a rate of 12% per
annum. Interest only payments due on the following: (i) $6,000 on each of July 1, 2018 and July 1,
2019 and interest and principal payment, $56,000 due on July 1, 2020. As at January 31, 2019,
accrued interest of $5,944 (October 31, 2018 - $10,444) was incurred.

il) On October 1, 2017: Principal of $500,000 with simple interest accrued at a rate of 25% per
annum. During the period ended October 31, 2018, this Company formalized this debt by way of a
convertible promissory note (see note 13 (iii)).

13. Convertible Promissory Notes

Transactions related to GR Unlimited's convertible promissory notes during the period ended January
31, 2019, include the following:

Face Carrying Interest
value amount payable
Balance - October 31, 2018 $ 1,343,171 $ 1,299,376 $ 454,775
50% - November 7, 2017 (i) - - -
50% - November 14, 2017 (ii) - - -
50% - November 14, 2017 (ii) - - -
50% - November 14, 2017 (ii) - - -
50% - November 14, 2017 (ii) - - -
50% - November 14, 2017 (ii) - - -
50% - November 14, 2017 (ii) - - -
50% - November 14, 2017 (ii) - - -
25% - December 15, 2017 (iii) - - -
12.5% - August 1, 2018 (vii) - - -
1,343,171 1,299,376 454,775
Amortization of deferred financing costs 6,974 8,627 -
Interest expense on long-term debt - - 69,650
Interest accretion - 5,502 -
Repaid (207,777) (207,777) (141,559)
Converted to common units (1,100,000) (1,063,360) (194,313)
Balance - January 31, 2019 42,368 42,368 188,553
Less: current portion 42,368 42,368 188,553
Balance - net of current portion $ - $ - $ -
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13. Convertible Promissory Notes (continued)

Transactions related to GR Unlimited's convertible promissory notes during the year ended October

31, 2018, include the following:

Face Carrying Interest

value amount payable
Balance - October 31, 2017 $ 1,518,391 $ 1,394,582 § 140,118
50% - November 7, 2017 (i) 300,000 300,000 -
50% - November 14, 2017 (ii) 190,000 190,000 -
50% - November 14, 2017 (ii) 125,000 125,000 -
50% - November 14, 2017 (ii) 90,000 90,000 -
50% - November 14, 2017 (ii) 25,000 25,000 -
50% - November 14, 2017 (ii) 70,000 70,000 -
50% - November 14, 2017 (ii) 25,000 25,000 -
50% - November 14, 2017 (ii) 25,000 25,000 -
25% - December 15, 2017 (iii) 1,000,000 1,000,000 -
12.5% - August 1, 2018 (vii) 57,500 57,500 -

3,425,891 3,302,082 140,118
Deferred financing costs (55,008) (55,008) -
Amortization of deferred financing costs 52,286 52,286 -
Interest expense on long-term debt - - 822,165
Fair value of conversion option - (298,000) -
Interest accretion - 284,042 -
Exchanged (50,000) (50,000) (7,500)
Repaid (492,223) (492,223) (205,678)
Converted to common units (1,537,775) (1,443,803) (294,330)
Balance - October 31, 2018 1,343,171 1,299,376 454,775
Less: current portion 265,277 265,277 454,775
Balance - net of current portion $ 1,077,894 $ 1,034,099 $ -

During the period ended October 31, 2018, GR Unlimited issued the following unsecured convertible

promissory notes:
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13. Convertible Promissory Notes (continued)

i)

Effective November 7, 2017, the GR Unlimited entered into an agreement with GR Unlimited's
Marketing Consultant (the "Consultant") whereby the Consultant purchased a convertible
promissory note for the total principal of $300,000 with simple interest accrued at a rate of 50%.
Accrued interest shall be paid in monthly installments of $12,500 until maturity. A balloon interest
payment of $15,000 was due to the Consultant on day 180 and has been accrued as of July 31,
2018. The note, which includes any unpaid principal and accrued interest, unless converted in
accordance with provisions stated in the agreement shall be due and payable on the earlier of the
following: (a) 12 months from the effective date of the note; or (b) the occurrence of a change of
control of the Company. The note does not have a prepayment option under the agreement, unless
agreed to in writing by the purchaser.

At any time prior to the maturity of the agreement, the Consultant has the right to convert all (but
not less than all) of the outstanding principal amount and all accrued and unpaid interest into the
number of fully paid and non-assessable common units of GR Unlimited at a price per unit equal
to the applicable conversion price calculated immediately before the closing of a going public event
or qualified transaction.

The conversion price represents an amount equal to the applicable conversion valuation divided by
the number of units outstanding at the time of conversion. The Conversion valuation represents the
following a) $15,000,000 if the holder converts the note within 6 months of the effective date of the
note and b) $18,000,000 if the holder converts the note after 6 months of the effective date of the
note, but prior to the note’s maturity. On June 1, 2018, the principle of $300,000 was converted
into 285.70 common units of GR Unlimited as described in note 15(xvi).

Effective November 14, 2017, GR Unlimited entered into an agreement with certain purchasers
(collectively the “Purchasers” and individually the “Purchaser”), to issue a series of notes with
substantially similar terms, including maturity, interest rates, and conversion terms. Under the
agreements, the Purchasers purchased convertible promissory notes with aggregate principal of
$550,000. The notes accrue simple interest as follows:

a) Interest will accrue on the outstanding principal at an annual rate of 50% calculated on the
basis of a year of 365 days.

b) Should the Purchasers extend the maturity date due to a public event prior to the end of the
period, the Purchaser has the right to extend the Maturity date by up to 3 months after the
consummation of the public event at an annual rate of 0% following the initial period.

c) Should purchasers extend the Maturity Date by 6 months on all but not less than all of the
then-outstanding principal; provided, however GR Unlimited shall pay Holder all principal not
so extended, and all accrued but unpaid interest at the end of the initial period at an annual rate
of 30% calculated on the basis of a year of 365 days.

d) Should the Purchaser extend the maturity date of this note by 18 months on not less than
$10,000 of the then-outstanding principal and unpaid interest accrued under the Note at the
end of the initial period; provided, however GR Unlimited shall pay Purchaser all principal
and/or interest for which the maturity date is not so extended at an annual rate of 20%
calculated on the basis of a year of 365 days.
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13. Convertible Promissory Notes (continued)

i) (continued)
The notes, which includes any unpaid principal and accrued interest, unless converted in
accordance with provisions stated in the agreement shall be due and payable on the earlier of the
following: (a) the date on which the initial period ends (the Maturity Date) unless the Maturity
Date is extended by Purchaser by 3, 6, or 18 months after the Public Event. The notes may not be
prepaid, in whole or in part, prior to the Maturity Date without the prior written consent of a
majority in interest of a Purchaser.

If at any time prior to the maturity of the notes and qualified equity financing occurs, the Purchaser
has the right to convert not less than $10,000 of the outstanding principal amount and all accrued
and unpaid interest into the number of fully paid and non-assessable common membership units of
GR Unlimited at a price per unit equal to the applicable conversion price. If the Purchaser has
extended the maturity date and the qualified equity financing occurs during the 18 months
following the initial period, the Purchaser shall have the obligation to convert all of the outstanding
principal amount and all accrued and unpaid interest into the number of fully paid and non-
assessable common membership until of GR Unlimited at a price per unit equal to the applicable
conversion price. The conversion price represents the following:

a) In the event of a qualified equity financing, the lower of (i) the valuation cap divided by issued
and outstanding share count immediately prior to the qualified equity financing, or (ii) eighty
percent (80%) of the price per unit paid in cash by purchasers of New Units issued in such
qualified equity financing; provided, however, that such percentage shall decline by two
percent (2%) for each month an event of default occurs and is continuing after the end of the
initial period, up to a maximum of ten percent (10%) (e.g., if such an event of default
continues for five months, the conversion price under this paragraph (a) will be a price equal to
seventy (70%) of the applicable price set forth in clause (ii) above); or

b) In the event of a public event the lower of (i) the valuation cap divided by the issued and
outstanding share count immediately prior to the public event, or (ii) eighty percent (80%) of
the price per unit paid in cash by purchasers of new units issued in such Public Event;
provided, however, that such percentage shall decline by two percent (2%) for each month an
event of default occurs and is continuing after the end of the Initial Period, up to a maximum
of ten percent (10%) (e.g., if such an event of default continues for five months, the conversion
Price under this paragraph (b) will be a price equal to seventy (70%) of the applicable price set
forth in clause (ii) above); or

c) In the event of a change of control transaction, the lower of (i) the valuation cap divided by the
change of control issued and outstanding share count immediately prior to the qualified equity
financing, or (ii) eighty percent (80%) of the price per unit paid by the purchaser(s) in such
change of control transaction; provided, however, that such percentage shall decline by two
percent (2%) for each month an event of default occurs and is continuing after the end of the
initial period, up to a maximum of ten percent (10%) (e.g., if such an event of default
continues for five months, the conversion price under this paragraph (c) will be a price equal to
seventy (70%) of the applicable price set forth in clause (ii) above); provided, further, that if a
transaction or event can be characterized both as a public event and as a change of control
transaction, the conversion price shall be established as if such transaction or event were a
change of control transaction; or
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13. Convertible Promissory Notes (continued)
i) (continued)

d) In the event of a nonqualified equity financing, the lower of (i) the valuation cap divided by
Issued and outstanding share count immediately prior to the nonqualified equity financing, or
(ii) eighty percent (80%) of the price per unit paid in cash by purchasers of new units issued in
such nonqualified equity financing; provided, however, that such percentage shall decline by
two percent (2%) for each month an event of default occurs and is continuing after the end of
the initial period, up to a maximum of ten percent (10%) (e.g., if such an event of default
continues for five months, the conversion price under this paragraph (a) will be a price equal to
seventy (70%) of the applicable price set forth in clause (ii) above). During the year ended
October 31, 2018, GR Unlimited made aggregate principal repayments of $442,223. During
the three months ended January 31, 2019, GR Unlimited repaid the remaining aggregate
principal of $107,777. As at October 31, 2018, accrued interest of $127,915 remained unpaid
which was paid during the three months ended January 31, 2019.

iii) Effective December 15, 2017, GR Unlimited entered into an agreement whereby the holder
purchased a convertible promissory note for the total principal of $1,000,000 with simple interest
accrued at a rate of 25%, payable as follows:

a) As at October 31, 2018 interest accrued to $105,556 on the sum of $500,000, of debt
previously held by the holder.

b) Interest shall accrue from the effective date of the note on the total sum of $1,000,000 and paid
in monthly installments of $20,833.33 to the holder beginning on January 15, 2018. As at
October 31, 2018 none of the monthly instalments had been paid.

c) A one-time additional interest payment equal to 5% of the unpaid principal balance payable
concurrent with the 12t scheduled monthly installment payment is otherwise due. In the event
the holder completed a full or partial conversion within 12 months of the effective date, the
one-time interest payment shall be pro-rated as at the date of the full or partial conversion.

The note, which includes any unpaid principal and accrued interest, unless converted in accordance
with provisions stated in the agreement shall be due and payable on the earlier of the following: (a)
36 months from the effective date of the note; or (b) the occurrence of a change of control of GR
Unlimited. Within the first 24 months from the effective date of the note, no prepayment will occur,
except for payments of accrued interest or other payments as outlined above.

At any time prior to the 24 month anniversary of the effective date of the note, the holder has the
right to fully or partially convert the outstanding principal and all accrued and unpaid interest into
the number of fully paid and non-assessable common membership units of GR Unlimited at a price
per unit equal to the applicable conversion price. The Conversion price represents an amount equal
to the applicable conversion valuation divided by the number of issued and outstanding units ofGR
Unlimited at the time of conversion calculated immediately before the closing of a qualified equity
financing event if the conversion is in conjunction with a qualified equity financing event.
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13. Convertible Promissory Notes (continued)
iii) (continued)

If the Company consummates a going public event within the 12 months anniversary date of the
note, the holder has the right to fully or partially convert the total principal outstanding at a price
per unit equal to the applicable conversion price by providing written notice to GR Unlimited of its
election to convert within 7 days after receipt from GR Unlimited of the financing notice. If the
holder so converts, GR Unlimited will offer the holder a position as a strategic advisor toGR
Unlimited for a 12 month term, which commences on the date of conversion. The holder will
receive gross monthly compensation equal to $10,000 if the holder fully converts or a portion of
the $10,000 equal to the ratio of the amount converted.

The conversion valuation represents the following a) $20,000,000 if the holder converts the note
within 12 months of the effective date of the note and b) $40,000,000 if the holder converts the
note after 12 months of the effective date of the note, but before 24 months of the effective date of
the note. As at October 31, 2018, accrued interest of $248,958 was incurred. During the three
months ended January 31, 2019, the principle of $1,000,000 and unpaid interest of $171,875 were
converted into 1,144.15 common units of GR Unlimited as described in note 15 (xxi)

During the period ended October 31, 2017, GR Unlimited issued the following unsecured convertible
promissory notes:

iv) Effective February 1, 2017: Principal of $100,000 with simple interest accrued at a rate of 15%.
Principal and interest due and payable on the three year anniversary of the promissory note,
February 1, 2020. In the event GR Unlimited completes a qualified equity financing transaction on
or before the maturity date of the promissory note, the holder has the right to convert in whole or in
part the unpaid principal and interest balance into fully paid non-assessable shares of common
stock of GR Unlimited. The conversion price per unit will equal 80% of the price per unit paid in
cash by purchasers of new units in a qualified equity transaction. As at October 31, 2018, accrued
interest of $26,219 was incurred. The fair value of the conversion option was estimated as $Nil.
During the three months ended January 31, 2019, the principle of $100,000 and unpaid interest of
$22,438 were converted into 126.13 common units of GR Unlimited as described in note 15(xx)

v) Effective February 1, 2017: Principal of $100,000 with simple interest accrued at a rate of 15%.
Principal and interest due and payable on the three year anniversary of the promissory note,
February 1, 2020. In the event GR Unlimited completes a qualified equity financing transaction on
or before the maturity date of the promissory note, the holder has the right to convert in whole or in
part the unpaid principal and interest balance into fully paid non-assessable shares of common
stock of GR Unlimited. The conversion price per unit will equal 80% of the price per unit paid in
cash by purchasers of new units in a qualified equity transaction. As at October 31, 2018, accrued
interest of $22,438 (2017 - $11,209) was incurred. The fair value of the conversion option was
estimated as $Nil. On June 15, 2018, the principle of $100,000 and unpaid interest of $20,465
were converted into 115 common units of GR Unlimited as described in note 15(xviii).
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13. Convertible Promissory Notes (continued)

vi) Effective June 1, 2017: GR Unlimited entered into an agreement with its President and CEO and
the President and CEQ’s spouse (the “Holder”), whereby the Holder purchased a convertible non-
negotiable promissory note for total principal of $637,775 with simple interest calculated at a rate
of 25% per annum. The note, which includes any unpaid principal and accrued interest, unless
converted in accordance with provisions stated in the agreement shall be due and payable on the
earlier of the following: (a) 36 months from the effective date of the note; or (b) the occurrence of a
change of control of GR Unlimited. A balloon interest payment of $30,000 was due to the Holder
on June 1, 2018. On June 1, 2018, the principle of $637,775 and unpaid interest of $146,157
(which included the $30,000 balloon interest payment) were converted into 922.70 common units
of GR Unlimited as described in note 15(xv).

In the event GR Unlimited completes a qualified equity financing transaction on or before the
maturity date of the promissory note, the holder has the right to convert in whole or in part the
unpaid principal and interest balance into fully paid non-assessable shares of common stock of GR
Unlimited at a price per unit equal to the applicable conversion price calculated immediately before
the closing of a going public event or qualified transaction. At any time prior to the maturity of the
agreement, the Holder has the right to convert a portion of the outstanding principal amount and all
accrued and unpaid interest into the number of fully paid and non-assessable common membership
units of GR Unlimited.

The conversion price represents an amount equal to the applicable conversion valuation divided by
the number of units outstanding at the time of conversion. The Conversion valuation represents the
following a) $10,000,000 if the holder converts the note within 12 months of the effective date of
the note and b) $15,000,000 if the holder converts the note after 12 months of the effective date of
the note, but prior to the note’s maturity.

The fair value of the conversion option was estimated as $54,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.68%
Expected life 2.6 years
Expected volatility 70%

Share price $612

Units outstanding at time of conversion 10,000
Conversion price at time of conversion $1,000 - $1,500
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13. Convertible Promissory Notes (continued)

vii) Effective July 26, 2017, GR Unlimited through its wholly owned subsidiary GRU Properties, LLC
entered into an agreement whereby the holder purchased a convertible promissory note for the total
principal of $100,000 with simple interest calculated at a rate of 50% per annum for the first 6
months. The note became due on February 1, 2018 and was extendable for another 6 months at the
holder's option. If the holder extends the term an additional 6 months the rate of simple interest will
change to 30%, such that at the end of the 12 month period, the total outstanding principal and
interest amount would not exceed $140,000.

The holder of the convertible promissory note has the unrestricted right, at the holder's option to
convert a maximum of $125,000 of the outstanding balances into common units of GR Unlimited
at a price per unit agreed upon by GR Unlimited and the holder, or if a conversion price per unit
cannot be agreed upon, the price per unit will be determined by appraisal. The right to convert may
be exercised after the extended maturity date of the convertible promissory note. The number of
common shares into which the convertible promissory notes may or will be converted shall be
determined by dividing the unpaid principal balance, together with all accrued and unpaid interest
thereon, by the conversion price. On January 31, 2018, $50,000 of the outstanding principal was
repaid and the remaining principal of $50,000 was extended to August 1, 2018. In addition,
$25,000 of accrued and unpaid interest was converted into common units of GR Unlimited as
described in note 15(x)(iii). On August 1, 2018, the holder of the convertible promissory note
accepted a new convertible promissory note in the amount of $57,500 in exchange for the current
note and $7,500 of accrued interest. The new convertible promissory note has a maturity date to
August 1, 2019, with interest at 12.5% per annum, payable monthly. As at October 31, 2018,
accrued interest of $1,197 (2017 - $13,185) was incurred.

The fair value of the conversion option was estimated as $23,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.36%
Expected life 0.75 years
Expected volatility 70%
Share price $612
Conversion price at time of conversion $612
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13. Convertible Promissory Notes (continued)

viii) Effective July 26, 2017, GR Unlimited through its wholly owned subsidiary GRU Properties, LLC
entered into an agreement whereby the holder purchased a convertible promissory note for the total
principal of $100,000 with simple interest calculated at a rate of 50% per annum for the first 6
months. The note became due on February 1, 2018 and was extendable for another 6 months at the
holder's option. If the holder extends the term an additional 6 months the rate of simple interest will
change to 30%, such that at the end of the 12 month period, the total outstanding principal and
interest amount would not exceed $140,000.

The holder of the convertible promissory note has the unrestricted right, at the holder's option to
convert a maximum of $125,000 of the outstanding balances into common units of GR Unlimited at
a price per unit agreed upon by GR Unlimited and the holder, or if a conversion price per unit
cannot be agreed upon, the price per unit will be determined by appraisal. The right to convert may
be exercised after the extended maturity date of the convertible promissory note. The number of
common shares into which the convertible promissory notes may or will be converted shall be
determined by dividing the unpaid principal balance, together with all accrued and unpaid interest
thereon, by the conversion price. As at October 31, 2017, accrued interest of $13,185 was incurred.
On January 31, 2018, the principle of $100,000 and unpaid interest of $25,000 were converted into
89.8 common units of GR Unlimited as described in note 15(x)(iii).

The fair value of the conversion option was estimated as $23,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.36%
Expected life 0.75 years
Expected volatility 70%
Share price $612
Conversion price at time of conversion $612
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13. Convertible Promissory Notes (continued)

ix) Effective July 26, 2017: Principal of $100,000 with simple interest calculated at a rate of 50% per

annum for the first 6 months. The note becomes due and payable on the earlier of a) February 1,
2018 unless extended for another 6 months at the holder's option and b) the occurrence of a change
of control of GR Unlimited. At the maturity date, the holder has the right to either a) convert the
total unpaid principal and accrued interest balance into other convertible notes then being offered or
b) extend the original term of the note for an additional 6-month period. If the holder extends the
term an additional 6-months the rate of simple interest will change to 30% per annum. As at
October 31, 2017, accrued interest of $13,185 was incurred. Effective January 31, 2018, the
principal and unpaid interest of $25,000 were converted into 74.8 common units of GR Unlimited
as describedin note 15(ix).

The fair value of the conversion option was estimated as $15,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.15%
Expected life 0.25 years
Expected volatility 60%
Share price $612
Conversion price at time of conversion $612

Effective October 1, 2017: GR Unlimited entered into an agreement with its President and CEO
and the President and CEO’s spouse (the “Holder”), whereby the Holder purchased two
convertible non-negotiable promissory note for total principal of $250,000 with simple interest
calculated at a rate of 50% per annum. The note, which includes any unpaid principal and accrued
interest, unless converted in accordance with provisions stated in the agreement shall be due and
payable on the earlier of the following: (a) 12 months from the effective date of the note; or (b) the
occurrence of a change of control of the Company. A balloon interest payment of $15,000 is due to
the Holder on day 180. The note does not have a prepayment option under the agreement, unless
agreed to in writing by the Holder. Effective March 31, 2018, the principal and unpaid interest of
$46,250 were converted into 332.4 common units of GR Unlimited as describedin note 15(xiv).

At any time prior to the maturity of the agreement, the Holder had the right to convert a portion of
the outstanding principal amount and all accrued and unpaid interest into the number of fully paid
and non-assessable common membership units of GR Unlimited at a price per unit equal to the
applicable conversion price calculated immediately before the closing of a going public event or
qualified transaction.
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13. Convertible Promissory Notes (continued)

X)

xi)

(continued)

The conversion price represents an amount equal to the applicable conversion valuation divided by
the number of units outstanding at the time of conversion. The Conversion valuation represents the
following a) $10,000,000 if the holder converts the note within 6 months of the effective date of the
note and b) $15,000,000 if the holder converts the note after 6 months of the effective date of the
note, but prior to the note’s maturity. As at October 31, 2017, accrued interest of $10,274 was
incurred.

The fair value of the conversion option was estimated as $8,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.41%
Expected life 0.92 years
Expected volatility 70%

Share price $612

Units outstanding at time of conversion 10,000
Conversion price at time of conversion $1,000 - $1,500

Effective October 20, 2017, Principal of $100,000 with simple interest accrued at a rate of 50%
per annum. All unpaid principal and accrued interest become due and payable on the earlier of a)
the 6 month anniversary of the note, unless extended at the sole discretion of the holder and b) the
occurrence of a change in control of GR Unlimited. At the Maturity date, the holder has the right
to either a) convert the total unpaid principal and accrued interest into other convertible notes then
being offered by GR Unlimited or b) extend the maturity of the note by 6 months. Should the
holder extend the note, interest will accrue on the original principal at a rate of 30% per annum. As
of the maturity date, October 20, 2017, the maturity date was extended by 6 months and fully
matured on April 20, 2018. On April 20, 2018, the maturity was extended by 6 months to October
20, 2018 with interest accrued at a rate of 30% during the extension period. The maturity date was
then extended further to November 8, 2018. During the three months ended January 31, 2019, GR
Unlimited repaid the principal of $100,000. As at January 31, 2019, and October 31, 2018,
accrued interest of $40,000 was outstanding.

The fair value of the conversion option was estimated as $23,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.27%
Expected life 0.47 years
Expected volatility 70%
Share price $612
Conversion price at time of conversion $612
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13. Convertible Promissory Notes (continued)

xii) On October 23, 2017, Principal of $50,000 with simple interest accrued at a rate of 50% per
annum. All unpaid principal and accrued interest become due and payable on the earlier of a) the
6 month anniversary of the note, unless extended at the sole discretion of the holder and b) the
occurrence of a change in control of GR Unlimited. At the Maturity date, the holder has the right
to either a) convert the total unpaid principal and accrued interest into other convertible notes then
being offered by GR Unlimited or b) extend the maturity of the note by 6 months. Should the
holder extend the note, interest will accrue on the original principal at a rate of 30% per annum. As
at October 31, 2017, accrued interest of $548 was incurred. On January 26, 2018, the holder
converted the original principal amount and accrued and unpaid interest of $6,458 into 34
uncertified common units of GR Unlimited as describedin note 15(viii).

The fair value of the conversion option was estimated as $11,000 using the following inputs,
assumptions and estimates:

Risk-free interest rate 1.27%
Expected life 0.48 years
Expected volatility 70%
Share price $612
Conversion price at time of conversion $612

14. Convertible Debentures

Transactions related to GR Unlimited's convertible debentures during the period ended January 31,
2019, include the following:

Face Carrying Interest

value amount payable
Balance - October 31, 2018 $ 1,029,314 $ 931,099 $ 7,758
Amortization of issuance costs - 13,799 -
Interest accretion - 12,462 -
Interest expense - - 22,566
Interest payments - - (22,187)
Balance - October 31, 2018 1,029,314 957,360 8,137
Less: current portion - - 8,137
Balance - net of current portion $ 1,029,314 $ 957,360 $ -
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14. Convertible Debentures (continued)

Transactions related to GR Unlimited's convertible debentures during the year ended October 31,
2018, include the following:

Face Carrying Interest

value amount payable
Balance - October 31, 2016 and 2017 $ - $ - $ -
Issued during the year 1,141,060 1,141,060 7,758
Fair value of conversion option - (132,000) -
Interest accretion - 33,785 -
Less: issuance costs (111,746) (111,746) -
Balance - October 31, 2018 1,029,314 931,099 7,758
Less: current portion - - 7,758
Balance - net of current portion $ 1,029,314 $ 931,099 $ -

(1) During the period ended October 31, 2018, GR Unlimited issued a series of secured convertible
debentures with aggregate principal of CAD$1,500,000 ($1,141,060). This series of convertible
debentures bear interest at 2% quarterly payable on the last day of March, June, September, and
December. The convertible debentures mature twenty four months from the effective date of the
agreement or December 1, 2018 if a change in ownership has not occurred. The debentures will be
secured by a general security agreement granting a security interest in all of GR Unlimited’s property
and assets. The debentures can be converted by the holder into common units of the company at a
conversion price of CAD$0.44 per Unit. In the event of a default, the Conversion Price shall be
reduced to CADS$0.05 per Unit. In connection with the issuance of the convertible debentures, GR
Unlimited incurred issuance costs of $111,746.

GR Unlimited has allocated the proceeds from the issuance of the convertible debentures as follows:

Convertible debentures, principal $ 1,009,060
Conversion option 132,000
$ 1,141,060

The value of the conversion option was calculated by subtracting the net present value of the
debenture from the face value of the convertible debentures. The net present value of the debenture
was calculated using a discount rate of 15% over a period of 24 months.

Upon close of the Transaction, these debentures were replaced by convertible debentures of the
Company with similar terms.

-34-



Grown Rogue International Inc.

Notes to the Unaudited Condensed Consolidated Interim Financial Statements
For the three month periods ended January 31, 2019 and 2018
Expressed in United States Dollars

15. Members' Capital

GR Unlimited is authorized to issue up to 20,000 common units, up to 750 Seed Round Preferred
Units and up to 3,000 Incentive Units.

The following table summarizes the common unit activities of GR Unlimited for the periods ended
January 31, 2019 and October 31, 2018:

Number of
Number Seed
Number of of Round
Common Incentive Preferred Member's
Units Units Units Capital

Balance, October 31, 2017 (i) 7,000 - - $ 100
Issued pursuant to conversion of

promissory notes 1,854 - - 2,152,134
Issued for cash proceeds 191 - 733 1,525,345
Issued as employee compensation (ii) - 300 - -
Issued to service providers (xiii) 1,500 - - 1,049,595
Issuance costs - - - (25,401)
Balance, October 31, 2018 10,545 300 733 4,701,773
Issued pursuant to conversion of

promissory notes 1,322 - - 1,374,317
Issued in connection with Technology License

Agreement (Xix) 6,600,000 - - 2,199,667
Issued upon exercise of unit purchase options 4,202,429 - - 1,258,784
Issued pursuant to Subscription Receipts 3,771,023 - - 913,698
Exchange of incentive units for common units
(i) 150 (300) - -
Balance, January 31, 2019 14,585,469 - 733 $10.448,239
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15. Members' Capital (continued)

i)

ii)

iii)

During the period ended October 31, 2017, GR Unlimited issued 7,000 common units to GR
Unlimited's CEO and President for proceeds of $100.

On November 27, 2017, GR Unlimited issued 300 Incentive Units to an employee of GR
Unlimited. Immediately prior to the Transaction, these Incentive Units were exchnaged for 150
common units.

Effective December 11, 2017, GR Unlimited entered into a Seed Round Preferred Unit
Subscription Agreement whereby GR Unlimited will issue up to 621 Seed Round Preferred Units
(the “Units”) at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued
253 Units for total proceeds of $448,581. Each Unit will have one vote per unit and will be subject
to automatic conversion into common units rounded to the nearest whole common unit, at the then
effective conversion rate immediately prior to the closing of a public event. The conversion rate
shall be determined by dividing the original issue price for a single Unit by the conversion price
effective at the time of conversion. The Conversion price will change upon the occurrence of an
event which changes the number of outstanding and issued common units at the time of conversion.

Effective December 11, 2017, GR Unlimited entered into a Seed Round Preferred Unit
Subscription Agreement whereby GR Unlimited will issue up to 621 Seed Round Preferred Units
(the “Units”) at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued
56 Units for a total purchase price of $99,291. Each Unit will have one vote per unit and will be
subject to automatic conversion into common units rounded to the nearest whole common unit, at
the then effective conversion rate immediately prior to the closing of a public event. The conversion
rate shall be determined by dividing the original issue price for a single Unit by the conversion
price effective at the time of conversion. The Conversion price will change upon the occurrence of
an event which changes the number of outstanding and issued common units at the time of
conversion.

Effective December 11, 2017, GR Unlimited entered into a Seed Round Preferred Unit
Subscription Agreement whereby GR Unlimited will issue up to 621 Seed Round Preferred Units
(the “Units”) at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued
139 Units for a total purchase price of $246,454. Each Unit will have one vote per unit and will be
subject to automatic conversion into common units rounded to the nearest whole common unit, at
the then effective conversion rate immediately prior to the closing of a public event. The conversion
rate shall be determined by dividing the original issue price for a single Unit by the conversion
price effective at the time of conversion. The Conversion price will change upon the occurrence of
an event which changes the number of outstanding and issued common units at the time of
conversion.

vi) Effective December 15, 2017, GR Unlimited entered into a Seed Round Preferred Unit

Subscription Agreement whereby GR Unlimited will issue up to 621 Seed Round Preferred Units
(the “Units”) at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued
3 Units for a total purchase price of $5,319. Each Unit will have one vote per unit and will be
subject to automatic conversion into common units rounded to the nearest whole common unit, at
the then conversion rate immediately prior to the closing of a public event. The conversion rate
shall be determined by dividing the original issue price for a single Unit by the conversion price
effective at the time of conversion. The conversion price will change upon the occurrence of an
event which changes the number of outstanding and issued common units at the time of conversion.
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15. Members' Capital (continued)

vii) Effective January 5, 2018, GR Unlimited entered into a Seed Round Preferred Unit Subscription

Agreement whereby GR Unlimited will issue up to 621 Seed Round Preferred Units (the “Units™)
at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued 170 Units
for a total purchase price of $301,418. Each Unit will have one vote per unit and will be subject to
automatic conversion into common units rounded to the nearest whole common unit, at the then
conversion rate immediately prior to the closing of a public event. The conversion rate shall be
determined by dividing the original issue price for a single Unit by the conversion price effective at
the time of conversion. The conversion price will change upon the occurrence of an event which
changes the number of outstanding and issued common units at the time of conversion.

viii) Effective January 26, 2018, the holder of a convertible promissory note converted the original

ix)

xi)

principal amount of $50,000 and all accrued and unpaid interest of $6,458 into 34 uncertified
common units of GR Unlimited.

Effective January 31, 2018, the holder of a note payable assigned 100% principal and accrued and
unpaid interest to a limited liability company (the "Entity"), which is wholly owned by the holder.
Through the execution of the assignment agreement, the terms within, the Entity converted the
original principal amount of $100,000 and all accrued and unpaid interest of $25,000 into 74.8
uncertified common units of GR Unlimited.

Effective January 31, 2018, the holder of two convertible promissory notes in the original principal
amount of $100,000 took the following actions:

(i) Received a return of principal of $50,000 from one of the convertible promissory notes.

(i1) Extended the maturity date of the continuing convertible promissory not for the principal
amount of $50,000 to August 1, 2018 with a coupon interest rate of 30% per annum. All
principal and accrued and unpaid interest, shall become due on the earlier of a) August 1,
2018 or b) the occurrence of a change of control of GR Unlimited; and

(iii) Converted the original principal of the second convertible promissory note and accrued and
unpaid interest of $50,000 into 89.8 uncertified common units of GR Unlimited.

Effective February 9, 2018, GR Unlimited entered into a Seed Round Preferred Unit Subscription
Agreement whereby GR Unlimited will issue up to 750 Seed Round Preferred Units (the “Units™)
at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued 56 Units for
a total purchase price of $99,291. Each Unit will have one vote per unit and will be subject to
automatic conversion into common units rounded to the nearest whole common unit, at the then
effective conversion rate immediately prior to the closing of a public event. The conversion rate
shall be determined by dividing the original issue price for a single Unit by the conversion price
effective at the time of conversion. The conversion price will change upon the occurrence of an
event which changes the number of outstanding and issued common units at the time of conversion.
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15. Members' Capital (continued)

xii) Effective February 9, 2018, GR Unlimited entered into a Seed Round Preferred Unit Subscription
Agreement whereby GR Unlimited will issue up to 750 Seed Round Preferred Units (the “Units™)
at a purchase price of $1,773.05 per Unit. Under the Agreement GR Unlimited issued 56 Units for
a total purchase price of $99,291. Each Unit will have one vote per unit and will be subject to
automatic conversion into common units rounded to the nearest whole common unit, at the then
effective conversion rate immediately prior to the closing of a public event. The conversion rate
shall be determined by dividing the original issue price for a single Unit by the conversion price
effective at the time of conversion. The conversion price will change upon the occurrence of an
event which changes the number of outstanding and issued common units at the time of conversion.

xiii)Effective March 1, 2018, GR Unlimited issued 750 common units to GR Unlimited's CFO/ general
counsel and 750 common units to GR Unlimited's marketing consultant. The fair value of these
units was estimated to be $1,049,595 and has been expensed as unit-based compensation expense.

xiv)Effective March 31, 2018, the holder of a convertible promissory note converted the original
principal amount of $250,000 and all accrued and unpaid interest of $46,250 into 332.4 uncertified
common units of GR Unlimited.

xv) Effective June 1, 2018, the holder of a convertible promissory note converted the original principal
amount of $637,775 and all accrued and unpaid interest of $146,157 into 922.70 uncertified
common units of GR Unlimited.

xvi)Effective June 1, 2018, the holder of a convertible promissory note converted the original principal
amount of $300,000 into 285.70 uncertified common units of GR Unlimited.

xvii) Between June 13, 2018 and June 15, 2018, GR Unlimited issued 190.8 common units of GR
Unlimited for proceeds of $225,000.

xviii)Effective June 15, 2018, the holder of a convertible promissory note converted the original
principal amount of $100,000 and all accrued and unpaid interest of $20,465 into 115 uncertified
common units of GR Unlimited.

xix) During the period ended October 31, 2018, GR Unlimited entered into a technology license
agreement pursuant to which, GR Unlimited was granted the exclusive license to certain
intellectual property in the field of development, breeding, cultivation, growing, harvesting,
processing and commercializing cannabis, hemp and related plants and products (the
“Technology”) in exchange for 6,600,000 common units of GR Unlimited. Immediately prior to
the Transaction disclosed in note 2, GR Unlimited issued the common units.

xx) Immediately prior to the Transaction disclosed in note 2, the holder of a convertible promissory
note converted the original principal amount of $100,000 and all accrued and unpaid interest of
$22,438 into 126.13 uncertified common units of GR Unlimited.

xxi) Immediately prior to the Transaction disclosed in note 2, the holder of a convertible promissory

note converted the original principal amount of $1,000,000 and accrued and unpaid interest of
$171,875 into 1,144.15 uncertified common units of GR Unlimited.
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15.

16.

Members' Capital (continued)

xxii) Immediately prior to the Transaction disclosed in note 2, the holder of a convertible promissory
note converted the original principal amount of $50,000 and accrued and unpaid interest of $7,644
into 52.06 uncertified common units of GR Unlimited.

xxiil) Immediately prior to the Transaction disclosed in note 2, GR Unlimited issued 1,475,179
common units pursuant to the exercise of the unit purchase option disclosed in note 19(ii).

xxiv) Immediately prior to the Transaction disclosed in note 2, GR Unlimited issued 2,000,000
common units pursuant to the exercise of the unit purchase option disclosed in note 19(iii).

xxv) Immediately prior to the Transaction disclosed in note 2, GR Unlimited issued 727,250 common
units pursuant to a partial exercise of the unit purchase option disclosed in note 19(i).

xxvi) In connection with the Transaction, GR Unlimited issued and sold on a subscription receipt basis,
3,771,023 units (the "GR Units") containing one Common Unit and one GR Unlimited purchase
warrant (the "GR Warrant") for gross proceeds of CADS$1,646,050 ($1,274,516), of which
$360,818 was allocated to the GR Warrants. Upon close of the Transaction, the GR Units were
automatically converted into 3,771,023 common units of GR Unlimited and 3,771,023 warrants
of GR Unlimited.

Share Capital

The Company is authorized to issue an unlimited number of common shares at no par value and an
unlimited number of preferred shares issuable in series.

During the three months ended January 31, 2019, the following share transactions occurred:

i) In connection with the Transaction disclosed in note 2, the Company completed a consolidation of
its common shares on the basis of 1.4 pre-consolidated common shares for 1 post-consolidated
common shares. Following this consolidation, the Company had 3,773,689 common shares
outstanding.

il) In connection with the Transaction disclosed in note 2, the Company issued 60,746,202 common
shares in exchange for the issued and outstanding common units and seed round preferred units of
GR Unlimited.

iii) In connection with the Transaction disclosed in note 2, the Company assigned CAD$369,508
($279,888) of indebtedness to Novicius Subco which was subsequently converted (the “Debt
Conversion”) into 839,790 units of Novicius Subco at CAD$0.44 per unit (the “Debt Conversion
Units”). Each Debt Conversion Unit was comprised of one common share of Novicius Subco (a
“Debt Conversion Share”) and one Novicius Subco purchase warrant (“Novicius Subco
Warrants™). In accordance with the Definitive Agreement, upon close of the Transaction, the Debt
Conversion Shares were exchanged for 839,790 common shares of the Company and the 839,790
Novicius Subco Warrants were exchanged, without additional consideration or action, for the same
number of warrants of the Company. Of the deemed proceeds of the Debt Conversion Units of
$279,888 related to the assigned indebtedness, $206,651 were assigned to the common shares of
Novicius Subco and $73,237 were allocated to the Novicius Subco Warrants.
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16. Share Capital (continued)

iv) In connection with the Transaction disclosed in note 2, Grown Rogue Canada, completed a

brokered private placement of 6,193,917 subscription receipts (the “Brokered Subscription
Receipts”) for gross proceeds of CAD$2,725,323 ($2,064,378). Under its terms, each Brokered
Subscription Receipt is automatically converted and immediately cancelled, without any further
action by the holder of such Brokered Subscription Receipt, and for no additional consideration,
into one unit of Grown Rogue Canada (the “Grown Rogue Canada Units”) upon the satisfaction of
the following conditions, among others: (a) the completion of the acquisition of all outstanding
units of Grown Rogue by the Company; (b) requisite shareholder and regulatory approvals of the
Transaction including, but not limited to, conditional approval of the Exchange for the listing of
the Shares issuable in connection thereto; and (c) all documents and instruments have been tabled
for the concurrent closing of the Transaction (the “Closing”). Each Grown Rogue Canada Unit
consists of one share in the capital of Grown Rogue Canada (the “Grown Rogue Canada Shares”)
and one Grown Rogue Canada common share purchase warrant (the “Grown Rogue Canada
Warrants”). The Grown Rogue Canada Shares and Grown Rogue Canada Warrants issued upon
conversion of the Brokered Subscription Receipts were immediately exchanged, without additional
consideration or action, for common shares and warrants of the Company upon close of the
Transaction. Of the gross proceeds of $2,064,378, $584,430 was allocated to the Grown Rogue
Canada Warrants.

The fair value of the Grown Rogue Canada Warrants of $584,430 was estimated at the grant date
based on the Black-Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies

In connection with the issuance of the Grown Rogue Canada Units, Grown Rogue Canada paid
cash commissions and expenses of $200,567, of which $143,786 was allocated to the Grown
Rogue Canada shares and $56,781 was allocated to the Grown Rogue Canada Warrants. Grown
Rogue also issued 757,125 Grown Rogue Canada Broker Warrants with each Grown Rogue
Canada Broker Warrant entitling the holder to acquire one Grown Rogue Canada Unit at an
exercise price of CAD$0.44 per Grown Rogue Canada Unit for a period of 24 months. Of the fair
value of the Grown Rogue Canada Broker Warrants of $119,864, $85,931 was allocated to the
Grown Rogue Canada shares and $33,933 was allocated to the Grown Rogue Canada Warrants.

In connection with the Transaction disclosed in note 2, the Company issued 100,000 common

shares to a director of Grown Rogue Canada a payment for services rendered. The fair value of the
common shares was estimated to by $33,328
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17. Warrants
The following table summarizes the warrant activities for the three months ended January 31, 2019:
Weighted

Average
Number Exercise Price

Balance - November 1, 2018 148,722 $ 7.39
Issued in connection with the Transaction 11,288,149 0.55
Issued pursuant to subscription receipts 9,964,940 0.55
Issued to brokers 757,125 0.44

Issuance costs - -

Balance - January 31, 2019 22,158,936 $ 0.60

During the three months ended January 31, 2019, the Company:
i) Issued 839,790 warrants in exchange for the same amount of Novicius Subco Warrants as
disclosed in note 16(iii). Each Novicius Subco Warrant was exercisable into one common share at

an exercise price of CAD$0.55 per share for 24 months.

The fair value of the Novicius Subco Warrants of $73,237 was estimated at the grant date based
on the Black-Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies

ii) Issued 1,675,179 warrants in exchange for the same amount of GR Unlimited warrants disclosed
in note 19(ii). Each warrant shall be exercisable period of two years following the date of option
exercise ("the Expiration Date"); provided, however, that the expiration date shall be automatically
extended for an additional three years (the “Extended Period”) if, during the initial two-year term
the Company does not raise at least $18,000,000 in additional equity capital at an effective price
per common unit at or above $0.70 (a “Qualified Offering”); and provided further, that the
Company has the right, only during the Extended Period, if any, and only following the exercise of
the Option, to accelerate the expiration date to forty-five days following written notice to the holder
if during the Extended Period the Company closes a Qualified Offering.

The fair value of the warrants of $152,798 was estimated at the grant date based on the Black-
Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies
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17. Warrants (continued)

iii)Issued 3,771,023 warrants in exchange for the same amount of GR Unlimited warrants disclosed in
note 15(xxvi). Each warrant allows the holder to purchase one common share of the Company at

an exercise price of CAD$0.55 per unit for a period of 24 months.

The fair value of the warrants of $360,818 was estimated at the grant date based on the Black-

Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies

iv)Issued 6,193,917 warrants in exchange for the same amount of Grown Rogue Canada warrants
disclosed in note 16(iv). Each warrant allows the holder to purchase one common share of the
Company at an exercise price of CAD$0.55 per unit for a period of 24 months.

The fair value of the warrants of $584,430 was estimated at the grant date based on the Black-

Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies

v)Issued 757,125 broker warrants in exchange for the same amount of Grown Rogue Canada broker
warrants disclosed in note 16(iv). Each warrant allows the holder to purchase one unit of the
Company at an exercise price of CAD$0.44 per unit for a period of 24 months. Each unit contains
one common share of the Company and one warrant entitling the holder to acquire one common
share of the Company at an exercise price of CAD$0.55 per unit for a period of 24 months.

The fair value of the GR Broker Warrants of $119,864 was estimated at the grant date based on the

Black-Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies
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17. Warrants (continued)

vi)lssued 3,409,091 warrants in exchange for the same amount of Grown Rogue Canada warrants
that were issued to subscribers of the GR Unlimited convertible debenture offering disclosed in
note 14. Each warrant entitles the holder to acquire one common share of the Company at an
exercise price of CADS$0.55 per unit for a period of 24 months.

The fair value of the warrants of $321,654 was estimated at the grant date based on the Black-
Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies

vii)Issued 5,364,089 warrants in exchange for the same amount of Grown Rogue Canada warrants
that were issued to certain investors prior to the acquisition of Grown Rogue Canada. Each
warrant entitles the holder to acquire one common share of the Company at an exercise price of
CADS$0.55 per unit for a period of 24 months. In the event that the share price of the Company
closes at or above CADS$0.70 per share for a period of ten (10) consecutive trading days on the
CSE, the Company has the right to accelerate the expiry of the warrants to a date that is not less
than 30 days from the date of delivery of a notice to the holder announcing the exercise of the
acceleration right.

The fair value of the warrants of $506,101 was estimated at the grant date based on the Black-
Scholes pricing model, using the following assumptions:

Expected dividend yield ~ Nil

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies

As at January 31, 2019, the following Warrants were issued and outstanding:

Remaining
Warrants Contractual Life

Exercise Price QOutstanding (Years) Expiry Date

$ 4.90 114,656 0.08 March 1, 2019

$ 17.50 16,883 0.58 August 31, 2019

$ 14.00 17,183 0.83 November 30, 2019
$ 0.44 757,125 1.79 November 15, 2020
$ 0.55 21,253,089 1.79 November 15, 2020

22,158,936 1.78
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18. Subscriptions Payable

During the year ended October 31, 2018, GR Unlimited received aggregate proceeds of
CAD$923,630 ($720,516) for 2,099,159 Subscription Receipts related to the financing disclosed in
note 15(xxvi). Each Subscription Receipt includes one common unit of GR Unlimited, and one
purchase warrant of GR Unlimited. Each purchase warrant is exercisable at the option of the holder to
purchase one common unit of GR Unlimited at a price of CAD$0.55 per common unit for a period of
two years from the time GR Unlimited completes a transaction whereby all of the equity instruments
of the issuer are acquired by a Reporting Issuer in exchange for common shares of the Reporting
Issuer. During the period ended January 31, 2019, GR Unlimited received additional proceeds of
CAD$735,620 ($554,000) in connection with the financing. During the three months ended January
31, 2019, GR Unlimited issued the Subscription Receipts.

19. Unit Purchase Options

i)

During the period ended October 31, 2018, GR Unlimited granted an option to purchase 2,727,250
common units of the Company for an aggregate amount of CAD$54,545 at any point prior to
December 31, 2018. The exercise of the option is contingent upon the optionee having invested a
minimum of CADS$1,050,000 of cash in securities of another party. As at October 31, 2018, this
minimum investment had been completed. During the period ended January 31, 2019,GR
Unlimited issued 727,250 common units in connection with the partial exercise of the option. The
remaining portion of the option expired.

The fair value of the option of $871,230 was expensed as a finance charge expense during the year
ended October 31, 2018 and was estimated at the grant date based on the Black-Scholes pricing

model, using the following assumptions:

Expected dividend yield ~ Nil%

Risk-free interest rate 1.710%
Expected life 5.5 months
Expected volatility 99%%*

* Based on the volatility of comparable publicly traded companies

During the period ended October 31, 2018, GR Unlimited received proceeds of CAD$649,351
($500,000) in exchange for an option to acquire 1,475,979 common units and warrants to
purchase a further 1,675,979 common units. Each warrant shall be exercisable period of two years
following the date of option exercise ("the Expiration Date"); provided, however, that the
expiration date shall be automatically extended for an additional three years (the “Extended
Period”) if, during the initial two-year term GR Unlimited does not raise at least $18,000,000 in
additional equity capital at an effective price per common unit at or above $0.70 (a “Qualified
Offering”); and provided further, that GR Unlimited has the right, only during the Extended Period,
if any, and only following the exercise of the Option, to accelerate the expiration date to forty-five
days following written notice to the holder if during the Extended Period GR Unlimited closes a
Qualified Offering. During the period ended January 31, 2019, GR Unlimited issued the common
and units and warrants pursuant to the exercise of the option.
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19. Unit Purchase Options (continued)

iii) During the period ended October 31, 2018, GR Unlimited granted an option to purchase 2,000,000
common units of GR Unlimited for an aggregate amount of CAD$40,000 at any point prior to
December 31, 2018. The exercise of the option is contingent upon the optionee having invested a
minimum of CADS$1,050,000 of cash in securities of another party. As at October 31, 2018, this
minimum investment had been completed. During the period ended January 31, 2019, GR
Unlimited issued 2,000,000 common units pursuant to the exercise of the option.

The fair value of the option of $639,259 was expensed as a finance charge expense during the year
ended October 31, 2018 and was estimated at the grant date based on the Black-Scholes pricing

model, using the following assumptions:

Expected dividend yield ~ Nil%

Risk-free interest rate 1.710%
Expected life 2.0 months
Expected volatility 100%*

* Based on the volatility of comparable publicly traded companies
20. Changes in Non-cash Working Capital

The changes to the Company's non-cash working capital for the periods ended January 31, 2019 and
2018 are as follows:

2019 2018

Accounts receivable $ (62,784)$ (52,166)
Other receivable (12,303) -
Inventory (58,355) (322,245)
Prepaid expenses and other assets 3,909 12,283
Accounts payable and accrued liabilities (1,020,058) 195,164
Due to employee/ director - 158,189
Interest payable (65,543) -
Deferred rent (2,812) -

$ (1,217,946)$ (8,775)
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21. Related Party Transactions

During the period ended January 31, 2019, the Company incurred the following related party
transactions:

i)

Through its wholly owned subsidiary, GRU Properties, LLC leased 41.92 acres of real property
located in Trail, Oregon owned by the Company's President and CEO. The lease expires on
December 31, 2020. Rent of $16,500 was included in facility expense for the period ended January
31, 2019 (2018 - $15,500). The Company had $5,500 (October 31, 2018 - $5,500) owing in
accounts payable and accrued liabilities at January 31, 2019.

The Company incurred employee/director fees of $12,000 (2018 - $12,000) with an individual
related to the Company's President and CEO. At January 31, 2019, due to employee/ director
includes $Nil (October 31, 2018 - $14,000) and accounts payable and accrued liabilities includes
$4,000 (October 31, 2018 - $12,000) payable to this individual.

iii) The Company incurred fees related to marketing and promotion services of $94,292 (2018 -

$87,785) from two companies owned by the Company's Chief Strategy Officer ("CSO"). At
January 31, 2019, accounts payable and accrued liabilities includes $24,703 (October 31, 2018 -
$25,054) payable to these companies.

Key management personnel consists of the President and CEO; Executive Vice President,
CFO/General Counsel; and the CSO. The compensation paid or payable to key management for
services for the periods ended January 31, 2019 and 2018 is as follows:

2019 2018

Salaries and consulting fees $ 156,792 $ 147,785

Accounts payable and accrued liabilities at January 31, 2019 includes $94,000 (October 31, 2018
- $94,000) and due to employee/ directors includes $Nil (October 31, 2018 - $90,000) payable to
these parties.

Additional related party transactions are disclosed in notes 13(vi) and 13(x)

The transactions are in the normal course of operations and are measured at the exchange amounts
being the amounts agreed to by the parties.
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22. Financial Instruments

i) Market Risk

a)

b)

Currency Risk

As at January 31, 2019, the Company had accounts payable and accrued liabilities of
CADS$100,965. The Company is exposed to the risk of fluctuation in the rate of exchange
between the Canadian Dollar and the United States Dollar. It is management's opinion that this
risk is not material.

Interest Rate Risk

At January 31, 2019 and October 31, 2018, the Company's exposure to interest rate risk
relates to long-term debt, convertible promissory notes, and finance lease obligations, but its
interest rate risk is limited as the aforementioned financial instruments are fixed interest rate
instruments.

Credit Risk

Credit risk is derived from cash and trade accounts receivable. The Company places its cash in
deposit with major United States financial institutions. The Company has established a policy
to mitigate the risk of loss related to granting customer credit.

The carrying amount of cash and trade accounts receivable represents the Company's
maximum exposure to credit risk, which amounted to $847,600 (October 31, 2018 -
$1,079,551) as at January 31, 2019. The allowance for doubtful accounts at January 31, 2019
is $158,037 (October 31, 2018 - $106,443)

As at January 31, 2019 and October 31, 2018, the Company's trade accounts receivable were
aged as follows:

January 31,  October 31,

2019 2018
Current $ 178,829 $ 131,558
1-30 days 84,051 112,420
31 days-older 52,812 8,930

$ 315,692 $ 252,908
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22. Financial Instruments (continued)
i) Market Risk (continued)
d) Liquidity Risk

Liquidity risk represents the risk that the Company will encounter difficulty in meeting the
obligations associated with its financial liabilities. The Company’s approach to managing
liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities when they
become due. At January 31, 2019, the Company has current assets of $2,754,443 (October 31,
2018 - $2,869,694) and current liabilities of $1,913,868 (October 31, 2018 - $3,321,239),
which resulted in a working capital of $840,575 (October 31, 2018 - working capital deficit of
$451,545).

The contractual maturities of the Company's accounts payable and accrued liabilities,
convertible promissory notes, long-term debt, and finance lease payable occurs over the next

three years as follows:

Year 1 Years 2 -3

Accounts payable and accrued liabilities $ 1,565,495 § -

Convertible promissory notes 42,368 -
Long-term debt - 50,000
Convertible debentures - 957,360
Due to employee/officer - -
Interest payable 202,634 -
Deferred rent - 28,444
Finance lease 103,371 70,194
Derivative liabilities - 24,500

$ 1,913,868 § 1,130,498
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22. Financial Instruments (continued)
i) Market Risk (continued)
e) Fair Values

The carrying amounts for the Company’s cash, accounts receivable, , accounts payable and
accrued liabilities, amounts due to employee/director, promissory notes and convertible
promissory notes approximate their fair values because of the short-term nature of these items.

f) Fair Value Hierarchy

A number of the Company's accounting policies and disclosures require the measurement of
fair valued for both financial and non-financial assets and liabilities. The Company has an
established framework, which includes team members who have overall responsibility for
overseeing all significant fair value measurements, including Level 3 fair values. When
measuring the fair value of an asset or liability, the Company uses observable market data as
far as possible. The Company regularly assesses significant unobservable inputs and valuation
adjustments. Fair values are categorized into different levels in a fair value hierarchy based on
the inputs used in the valuation techniques as follows:

. Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

. Level 2: inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly

. Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

During the period ended January 31, 2019 there were no transfers of amounts between levels.
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23. Segmented information

The Company's only operating segment is the production and sale of cannabis. All property and
equipment and intangible assets are located in the United States. All revenue were generated in the
United States during the periods ended January 31, 2019, and 2018. As such, amounts disclosed in the
consolidated financial statements also represent the single operating and geographical reporting
segment.

24. General and Administrative Expenses

General and administrative expenses for the periods ended January 31, 2019 and 2018 are as follows:

2019 2018

Legal and professional $ 135,072 $ 298,450
Salaries and benefits 445,297 133,012
Supplies 7,247 5,627
Facility expense 88,649 61,294
Marketing and promotion 120,778 41,889
Investor relations 29,279 -
Travel 51,520 37,190
Office expense 16,389 9,461
Utilities 4914 9,758
Business license and fees 18,339 7,286
Repairs and maintenance 12,920 2,315
Consultants - -
Commissions - -
Research and development - 5,000
Insurance 2,552 2,746
Bank fees and foreign exchange 10,347 1,833
Bad debt 51,594 1,500
Miscellaneous 12,408 282

$ 1,007,305 $ 617,643
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25. Capital Disclosures

26.

The Company includes equity, comprised of share capital, contributed surplus (including the fair value
of equity instruments to be issued), equity component of convertible promissory notes and deficit, in
the definition of capital.

The Company’s objectives when managing capital are as follows:

(i) to safeguard the Company’s assets and ensure the Company’s ability to continue as a going
concern;

(ii) to raise sufficient capital to finance the construction of its production facility and obtain license to
produce recreational marijuana; and

(iii) to raise sufficient capital to meet its general and administrative expenditures.

The Company manages its capital structure and makes adjustments to it, based on the general
economic conditions, the Company’s short-term working capital requirements, and its planned capital
requirements and strategic growth initiatives.

The Company's principal source of capital is from the issuance of common shares. In order to achieve
its objectives, the Company expects to spend its working capital, when applicable, and raise additional

funds as required.

The Company does not have any externally imposed capital requirements.

Commitments

a) The Company has commitments under operating leases for its facilities and commitments under a
finance lease for equipment. The minimum lease payments due are as follows:

Fiscal Year Amount
2019 $ 259,384
2020 227,772
2021 20,600
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27. Subsequent Event

Subsequent to the period ended January 31, 2019, the Company entered into a binding agreement (the
"Agreement") for the option to acquire operational control (the "Option") of the following assets in
Michigan pending Municipal and State regulatory approval:

*Two strategically located proposed provisioning centers (retail dispensaries) in high demand regions in
Midtown Detroit and Hazel Park where limited municipal licenses have been granted.

*A proposed 19,000 sq ft indoor cultivation and processing facility in Detroit, Michigan capable of
producing 1,500,000 grams of dried cannabis flower annually at full production; and

*An entity that has received multiple municipal cultivation licenses for a 28-acre parcel located in the
northern portion of the lower Michigan peninsula.

Upon exercise of the Option by the Company, the Company will issue 2,212,876 common share
purchase warrants to the vendor (or its affiliates) with an exercise price of CAD $0.44 per share (the
"Warrants") which vest according to certain milestones in the Agreement. The Warrants expire on
June 20, 2023. The Company will have the right to accelerate the expiry date of 25% of the Warrants
during the term if the shares of the Company close at or above $1.00 per share for a period of twenty
(20) consecutive days. An additional 25% of the Warrants will accelerate if the shares of the Company
close at or above $1.50 per share for a period of twenty (20) consecutive days, and the remainder of
the Warrants will accelerate if the shares of the Company close at or above $2.00 per share for a
period of twenty (20) consecutive days. Pursuant to the terms of the Agreement, the Company has
granted the vendor, together with any affiliates, a pre-emptive right to maintain ownership, should the
Warrants be exercised, of up to 5% of the Company’s common shares. At the time the vendor, or any
affiliates, exercises its Warrants to obtain 5% ownership in the Company, the vendor will have the
right to nominate one member to the Company’s board who shall be nominated by management at each
annual shareholder meeting of Grown Rogue until such time the the vendor’s ownership in the
Company falls below 4.67%. In addition, the Company has agreed to pay the vendor between 5% and
7% of top line future revenues generated from its licensed operations in Michigan. Payment on these
revenues shall be in a combination of stock and cash.

-52-



