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The following Management's Discussion and Analysis ("MD&A") is intended to help the reader understand the financial 
results of Sixth Wave Innovations Inc. (“Sixth Wave” or the “Company”) for the year ended August 31, 2022. The information 
provided herein should be read in conjunction with the consolidated financial statements and notes thereto for the fiscal year 
ended August 31, 2022 which are prepared in accordance with International Financial Reporting Standards. All amounts 
are expressed in Canadian dollars unless otherwise noted.  
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FORWARD-LOOKING STATEMENTS 
 

Certain statements and information contained in the MD&A constitute “forward-looking statements” and “forward-looking 
information” within the meaning of applicable securities legislation. Forward-looking statements and forward-looking 
information include statements concerning the Company’s current expectations, estimates, assumptions, and beliefs, and 
in certain cases, can be identified by the use of words such as “seeks”, “plans”, “is expected”, “budget”, “estimates”, “intends”, 
“anticipates”, or “believes”, or variations of such words and phrases or statements that certain actions, events or results 
“may”, “could”, “should”, “would”, “might”, or “will”, “occur”, or “be achieved”, or the negative forms of any of these words and 
other similar expressions. The statements reflect the current beliefs of management of the Company, and are based on 
currently available information.  
 
Examples of forward-looking information in the MD&A may pertain to the following, among others: 
 

1. The Company’s plans and estimated timing related to the commercialization and generation of revenue from the 
Company’s Affinity cannabis extraction technology; 
 

2. The Company’s progress towards the research and development of the Company’s AMIP’s technology for the 
detection of viruses including Covid-19 (or SARS-2 Coronavirus); 
 

3. Plans, timing, and results of the testing of the Company’s IXOS® technology for various testing partners including 
but not limited to the Rio2 Limited (“Rio2”) Fenix Gold Project; 
 

4. The timing and access to input test materials for the collaborative “green” testing initiative with Mining and Process 
Solutions in Australia (as discussed below); 
 

5. The Company’s intention to grow the business, operations and potential activities of the Company, including 
entering into joint ventures and partnerships and leveraging the developing technologies and capabilities through 
potential joint ventures and partnerships; 
 

6. The development and potential commercialization of new products; 
 

7. Whether the Company will have sufficient working capital and its ability to raise additional financing required in 
order to develop its business and continue operations; 
 

8. The applicable laws, regulations and any amendments thereof that are applicable to the Company’s business, 
particularly the portion of the Company’s business involving the cannabis sector; 
 

9. The filing of trademark and patent applications and the successful registration and defense of same; 
 

10. The Company’s ability to remain listed on the Canadian Securities Exchange and the impact of any actions it may 
be required to take to remain listed; and 
 

11. The impact of the COVID-19 coronavirus pandemic on the operations of the Company. 
 
Forward-looking statements and forward-looking information reflect the Company’s current expectations and assumptions, 
and are subject to a number of known and unknown risks, uncertainties and other factors that may cause the Company’s 
actual results, performance or achievements to be materially different from any anticipated future results, performance or 
achievements expressed or implied by the forward-looking statements and forward-looking information, including without 
limitation: 
  

1. The Company has limited operating history, no history of generating revenues and there is no assurance that the 
Company will be able to achieve or maintain profitability or solvency; 
 

2. The Company’s history of losses and expectation of future losses and uncertainty as to the Company’s ability to 
continue as a going concern;  
 

3. Risks associated with the Company’s ability to secure additional funding to continue the research and development 
of each of its three products; IXOS®, AffinityTM, and AMIPs; 
 

4. Uncertainty regarding the Company’s ability to obtain required external financings on acceptable terms; 
 

5. Inherent regulatory risks in the mining and cannabis industries; 
 

6. The Company’s ability to attract and retain qualified personnel, including key personnel;  
 

7. The Company’s ability to carry out operations in accordance with plans in the face of significant disruptions;  
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8. The Company’s ability to commercialize its technologies; 
 

9. Fluctuations in foreign exchange or interest rates and stock market volatility; 
  

10. Uncertainty as to the Company’s ability to maintain effective internal controls; 
 

11. Operational risks associated with limited travel and logistics as a result of the COVID-19 pandemic;  
 

12. Risks related to natural disasters, climate change, terrorism, civil unrest, public health concerns (including health 
epidemics or pandemics or outbreaks of communicable diseases such as COVID-19) and other geopolitical 
uncertainties; 
 

13. The Company’s ability to obtain all necessary permits and other approvals;  
  

14. Increased costs and restrictions on operations due to compliance with environmental legislation and potential 
lawsuits;  
 

15. The Company’s ability to scale each of the Company’s technologies from bench through to pilot and commercial 
scale; 
 

16. The Company’s ability to maintain its patent protections for each of its technologies; and 
 

17. The Company’s ability to comply with applicable regulatory requirements, including any changes in laws, rules and 
regulations. 

 
Although any forward-looking statements contained in this MD&A are based on what the Company believes are reasonable 
assumptions, these assumptions are subject to a number of risks beyond the Company’s control, and there can be no 
assurance that actual results will be consistent with these forward-looking statements. Factors that could cause actual results 
to differ materially from those set forth in the forward-looking statements and information include, but are not limited to, 
financial risks; industry competition; general economic conditions and global events; product development, facility and 
technological risks; changes to government laws, regulations or policies, including tax; supply risks; product risks; 
dependence on senior management; sufficiency of insurance; and other risks and factors described from time to time in the 
documents filed by the Company with securities regulators. For more information on the risk factors that could cause the 
Company’s actual results to differ from current expectations, see “Risk Factors”. All forward-looking information is provided 
as of the date of this MD&A. The Company does not undertake to update any such forward-looking information whether as 
a result of new information, future events or otherwise, except as required by law. 
 
DATE OF REPORT 
 
The effective date of this report is December 28, 2022. 
 

Management is responsible for the preparation and integrity of the financial statements, including the maintenance of 
appropriate information systems, procedures and internal controls and to ensure that information used internally or disclosed 
externally, including the financial statements and MD&A, is complete and reliable.  The Company’s board of directors follows 
recommended corporate governance guidelines for public companies to ensure transparency and accountability to 
shareholders. The board’s audit committee meets with management on a quarterly basis to review the financial statements 
including the MD&A and to discuss other financial, operating and internal control matters. 
 

The reader is encouraged to review the Company’s statutory filings on www.sedar.com.  
  

  

http://www.sedar.com/
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DESCRIPTION OF BUSINESS 
 
About Sixth Wave 
 
Sixth Wave Innovations Inc. (“Sixth Wave” or the “Company”) is a North American-based nanotechnology corporation 
specializing in molecular engineering, materials extraction, detection, and purification. The Company was incorporated 
under the Business Corporations Act (British Columbia) on June 6, 2007. The Company’s head office is located at Suite 110 
– 206 Waterfront Dr., Bedford, NS B4A 0H3. 
 
On January 31, 2020, pursuant to an agreement and plan of merger dated September 11, 2018 (as amended, the “Merger 
Agreement”) among the Company, a wholly-owned subsidiary of the Company (“Merger Subco”), 6th Wave Innovations 
Corp. (a Delaware corporation headquartered at 615 Arapeen Drive, Suite 303, Salt Lake City, UT 84108 (“6WIC”) and 
Affinity Nanotechnology Inc. (“Affinity Nano”) as the securityholders’ representative, Merger Subco merged with and into 
6WIC by way of a “triangular merger” (the “Merger Transaction”) pursuant to the laws of Delaware, and the issued and 
outstanding shares of merged subsidiary were exchanged for securities of the Company and cash. As a result, 6WIC 
became a wholly owned subsidiary of the Company. Pursuant to the Merger Agreement, the Company issued 14,291,056 
Common Shares and US$1.2 million in cash to the former holders of 6WIC securities, and issued 3,928,043 warrants to 
purchase common shares of the Company (“Common Shares”) in exchange for outstanding 6WIC warrants. Following 
completion of the Merger Transaction, the Company’s Common Shares were listed for trading on the Canadian Securities 
Exchange (“CSE”) and commenced trading on February 11, 2020 under the ticker symbol “SIXW”. 
 
Sixth Wave is in the process of commercializing its Affinity cannabinoid purification technology as well as IXOS®, a line of 
extraction polymers for the gold mining industry. The Company is also in the research and development stages of a rapid 
diagnostic test for viruses and bacteria under the AMIPs label. The Company has patent applications and protections in 40+ 
countries.  
 

Sixth Wave’s technology uses molecular imprinted polymers (“MIPs”), which consist of durable polymer beads imprinted 
with adsorption micropores which match the molecular geometry of organic materials such as cannabinoids, pathogens, and 
inorganic materials such as metals. The Company’s area of expertise involves the design and manufacture MIPs capable 
of detecting and recovering valuable substances. The Company maintains a website at www.sixthwave.com. 
 
Recent Developments  

IXOS® and Mining 

This is our main mining product for gold mining.  In late 2019 and early 2020, the Company completed a large pilot plant 

project at a mine in Nevada that demonstrated positive results that the Company believed would be sufficient to support 

moving to full processing plant scale. However, the operator of the Nevada mine shifted the focus of its capital improvement 

projects outside of North America for business reasons unrelated to IXOS. As a result, the Company did not move to full 

processing plant scale at that time, but believed it remained ready to do so as soon as a suitable site and location would be 

identified, which would result in near term revenue opportunities.  While some dialogue continued relative to a new property, 

COVID restrictions interfered with such activities both internal to the mine operator and prevented activities at any mine site 

in their inventory from continuing.  The Company has no immediate pathway forward with this customer as their priorities 

remain focused on other capital investments. 

The Company participated in the PDAC conference in 2020 and was able to establish new contacts and started receiving 

ore samples from additional mines in the lab for initial testing.  In addition, the Company had two active partners in Sumitomo 

Corporation and Cyplus.  Both of those companies had developed contacts overseas for multiple properties.  However, very 

shortly after PDAC all travel and on-site work at mines was canceled due to COVID.  This pattern continued until 2022. 

Since the sales process for IXOS requires on-site testing, this curtailed our ability to progress projects past the testing in our 

labs.  Through the early to mid-stages of the COVID pandemic, the duration and extent of travel bans and other impacts 

were uncertain and varied significantly over time and across different countries. The Company remained confident that once 

travel and other restrictions allowed completion of on-site testing, IXOS could rapidly move to revenue generation. 

Ultimately, the travel restrictions delayed the Rio2 project, a project with a top ten gold miming company, and ultimately lead 

to the Sumitomo and Cyplus projects to be abandoned due to the passage of time and travel/testing cost constraints.  A 

combination of inability to travel as well as mine imposed restriction on outside contractors to reduce likelihood of an 

outbreak, especially at remote mines, prevented projects from advancing. Consequently, the lack of progress on IXOS has 

been almost exclusively due to COVID restrictions and impacts that were not apparent or predictable in duration and scope 

and impact on the Company’s ability to commercialize IXOS.   

During the course of 2022, some restrictions eased and allowed progress to restart on commercialization and adoption 

efforts.  With the exception of a few projects this represented a virtual restart of the IXOS sales process.  While travel 

restrictions started to ease, other factors such as the Ukranian war, political uncertainty in major mining jurisdictions in South 

http://www.sixthwave.com/
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America, inflation, and market uncertainty continue to limit the Companies progress as likely early adopters and greenfield 

projects continue to struggle with financing and other headwinds. 

A “green mining” initiative between the Company and an Australian company Mining and Process Solutions ("MPS"), working 

in collaboration with the Centre Technologique des Residus Industriels (“CTRI”) and a major top-10 gold producer in Canada 

was initiated. This project aimed to develop an environmentally friendly flow sheet for the gold mining industry. It examined 

Mining and Process Solutions’ acidic and alkaline leaching technologies together with the Company’s IXOS® technology. 

Testing was undertaken on ores provided by the Canadian mining partner.  

In September 2021, the Company had confirmed results that demonstrate the extraction of gold at high capacity with lower 

reagent costs. These results were achieved during the successful completion of phase 1 of the green alternatives for gold 

leaching and recovery initiative undertaken with CTRI and MPS. Phase 1 tests used IXOS® with the GlyCat technology to 

determine Glycat's characteristics and capabilities while confirming IXOS® can adsorb gold from solution with typically an 

order of magnitude lower cyanide usage. Additionally, the use of IXOS® beads for adsorption during the stirred-batch-reactor 

testing showed increased adsorption performance in combination with the glycine-catalyzed leaching process, achieving 

recoveries that were on par or slightly higher than recoveries using a more traditional cyanide-leach process.  

Phase 2 testing on the green mining initiative focused on meeting Canadian ecotoxicity guidelines. In March 2022, the 

Company reported that mine effluent submitted for ecotoxicity testing to independent H2Labs is confirmed as "nontoxic" for 

fish and daphnia as defined by Canadian environmental standards. Completion of the ecotoxicity test completes Phase 2 of 

the Green Lixiviant for Gold Mining research program.  

Green Alternatives for Gold Recovery Project (Phase 1 and 2) noteworthy results reported to Sixth Wave by the CTRI 
Program Manager:  
 

• IXOS® Molecularly Imprinted Polymer Beads with GlyCat™.  
o The only "green alternative" for gold recovery to cyanidation in view of the ore, methods, and conditions 

researched by CTRI  
o Recover gold with 90% less cyanide usage than conventional cyanidation  
o IXOS® recovery averaged 95% of "recoverable" gold  
o No breakage of IXOS® beads was identified with visual inspection  
o Stripping of beads resulted in 100% metal removal and analyses at CTRI, The Company and MPS 

Laboratories were equivalent - Strip was completed in under 2 hrs, at 60° C and with no pressure confirming 
substantially reduced energy requirements for IXOS ®  

o Gold mass balance confirmed all performance results based on ore head grade, leach efficiency, and gold 
recovery by IXOS ®  

• Cyanide destruction using ozone effectively removes all reagents from the leachate and other methods are under 
consideration  

• "Non-Toxic" ecotoxicity test recorded no daphnia or rainbow trout deaths  

• GlyCat™ primary lixiviant is recyclable and a less oxidizing destruction method  

• Residual glycine is confirmed as non-toxic indicating any traces of glycine is non-toxic  
 
IXOS® has proven effective in the extraction of gold from cyanide leach solutions and the completion of Phase 1-2 of the 
Green Initiative has demonstrated the ability of IXOS® to extract gold from the pregnant leach solution generated by MPS' 
GlyCat™ technology. IXOS® is superior to traditional activated carbon technology and demonstrates a higher selectivity for 
gold relative to other gangue materials, resulting in a higher gold capture than activated carbon.  At the conclusion of the 
testing it was anticipated that the gold mining partner would move to a larger pilot scale demonstration at one of their 
properties.   As of this date, there has been no defined pathway forward as a suitable location has not been identified.  Sixth 
Wave continues to work with MPS to identify other possible sites for implementation of this novel green solution. 
 
The Company commenced the second phase test work at Rio2's Fenix Gold Project in Chile and was completed by March 
2022. At the mine site, Sixth Wave performed adsorption tests using IXOS® beads with solution from installed heap leach 
columns to evaluate adsorption kinetics and other parameters. Testing included operation of the system under a variety of 
testing scenarios to validate IXOS® performance and refine the cost/benefit analysis. Potential positive environmental, social 
and governance (“ESG”) impacts and a reduced carbon footprint (CO2 emissions) using IXOS® instead of activated carbon. 
The IXOS® process operates at a significantly reduced power consumption and with fewer reagents than activated carbon 
creating opportunities for enhancement of Rio2's ESG initiatives at its Fenix Gold Mine. 
 
The test work for Rio2 resulted in gold adsorption efficiency and recovery of >98.6% in direct comparison to 83% adsorption 
efficiency and recovery with activated carbon (AC). Test results were confirmed by independent laboratory analysis 
contracted directly by Rio2. The results provide the client with positive and relevant data regarding the cost/benefit of IXOS® 
compared to activated carbon.  Capex and Opex savings coupled with reduced CO2 emissions (carbon credits) and the 
potential for water stress mitigation offer compelling reasons for adoption that may enhance a mine's ESG posture and 
rating.  As of this date Rio2 still remains positive about implementation of a large scale pilot plant as part of the mine 
development program.  However, Rio2 was not granted approval of its environmental impact study and has yet to be granted 
permits to proceed with mine construction and active mining.  Rio2 is hopeful that their issues will be resolved in 2023 
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allowing the project to proceed including the IXOS project at the appropriate time on their development pathway.  
 
In September 2022, the Company signed a three phase test and implementation contract ("Contract") with Magnus 
Resources to field the Company’s patented IXOS® molecular imprinted polymer for extraction and purification of gold and 
silver (the "IXOS® Mining Technology") at the Penhalonga Gold Mine, Zimbabwe. and to deploy three smaller processing 
plants to assist regional artisanal mining groups in Zimbabwe. The goal is to assist and direct artisanal mining operations 
from dangerous and environmentally destructive practices involving mercury amalgamation. The project will be carried out 
in three phases.  Phase 1 will commence immediately with ore samples sent to the Company 's laboratory for extraction and 
recovery testing.  As of this time, Magnus has engaged in a larger grid sample program on-site and has delayed shipment 
of samples to start the test work.  In addition, Magnus continues to be working to secure the total project funding and has 
asked for additional assistance from Sixth Wave in their efforts.  With the capital markets remaining difficult for projects in 
that region it is not possible to predict a timeline for the start of this project. 
 
In March 2022, Champlain Mineral Ventures Ltd. ("CMVL") engaged the Company to begin extraction testing and 
development of a preliminary flow sheet for extraction of lithium from the high-grade, pegmatite hosted, spodumene at the 
deposit owned by CMVL. The deposit contains not only lithium but other rare or critical minerals such as tantalum, rubidium, 
tin, beryl, and high purity silica. Initial work has been completed to compare and contrast conventional extraction and 
purification methods with those offered by the Company's alternate "green lixiviants" and patented purification technology. 
Green lixiviants garner attention due to their unique properties that are inherently non-toxic, biodegradable with negligible 
or no vapor. The Company expects this lixiviant to eliminate costly high energy processes including roasting and acid bakes. 
Subsequent purification of the leached lithium will be assessed using the Company's IXOS® molecular technology to 
produce high purity lithium for conversion to either lithium hydroxide or lithium carbonate using conventional means.  As of 
this time, the Company has completed initial testing and has shown very positive results indicating that a commercially viable 
pathway to high recovery of the lithium can be achieved and that a simplified flow sheet eliminating acid leaching has great 
potential.  Additional work is underway to optimize the process conditions. 
 
In March 2022, the United States Patent and Trademark Office has granted the Company a patent for its unique method of 
metal extraction and purification using molecularly imprinted polymers. ("MIPS"). This patent extends the Company's existing 
patent portfolio to include methodologies relating to the molecularly imprinted polymers, which selectively bind to target 
metals ions, achieving more efficient metal extraction. This patent focuses on highly valuable metals associated with the 
growing demand for green energy alternatives, advanced manufacturing, and environmental remediation. 
 
In June 2022, the United States Patent and Trademark Office has granted the Company a patent for its unique method of 
metal extraction and purification using molecularly imprinted polymers. MIPS selectively bind to templated molecules in 
manufacturing and other processes allowing for specific molecular recognition, in this case recognizing and efficiently 
separating valuable metals from ore processing and waste streams. The United States and Canada will require a secure 
domestic supply of many critical metals such as lithium and cobalt that are currently processed in China and other non-
domestic sources.   
 
In October 2022, the Patent Office of the Uzbekistan has granted the Company a patent for its unique method of metal 
extraction and purification using molecularly imprinted polymers. ("MIPS"). This patent extends the Company's existing 
patent portfolio to include methodologies relating to the molecularly imprinted polymers, which selectively bind to target 
metals ions, achieving more efficient metal extraction. 
 
While COVID-19 and other economic factors have resulted in achieving revenue from the Company’s IXOS® product the 

Company has seen additional inquiries from both precious metals and critical metals companies in Q4 of this year.  The 

Company has produced additional contract proposals that are under evaluation by customers and is preparing others for 

submission in the coming weeks.  The Company has no assurances that these will result in new contracts but does view 

the continued industry interest positively.  

AMIP’s 

The Company is currently developing it’s AMIP’s for the rapid detection of SARS-CoV-2 (“COVID-19”), other viruses, and 

bacterial pathogens.  

In September 2021, the Company received additional grant financing through its joint research project with York University. 

York University and the Company have used an NSERC-Mitacs COVID-19 grant to develop molecularly imprinted polymer 

formulations that are appropriate and selective towards micro-organisms. The research has developed effective methods 

for coating microparticles and microelectrodes with the Company’s polymer technology, and integrating the microstructures 

into microfluidic sensors.  

In November 2021, the Company has successfully demonstrated the ability to identify the capture of pathogens electrically 

with one of its AMIP’s prototypes. The prototype device created at York University integrates the Company’s AMIPs 

technology into an electrical sensor by coating the electrical sensor with AMIP’s polymer. When the AMIP’s selectively binds 

with the target pathogen, a corresponding electrical signal is detected by the device. This allows for the integration of AMIP’s 
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with radio frequency identification chips for transmission of pathogen detection to smart phones or other wireless device 

readers, allowing for air monitoring and other novel applications. 

The Company has successfully integrated its AMIP’s technology into a multicomponent microfluidic device with fluorescent 

detection. The prototype device, created by Dr. Pouya Rezai's and Dr. Satinder Brar's groups at York University, coats a 

thin layer of the AMIP’s polymer onto fluorescent magnetic microparticles. As the ultra-thin AMIP’s polymer shell binds the 

target pathogen, a change in the fluorescent signal is detected by the device. The integration of the detectors with 

microfluidics devices and "lab-on-a-chip" designs allow screening for multiple pathogens with a single test or device. Further 

research and development will characterize the device's technical parameters including sensitivity and specificity.  

In the second quarter of the fiscal year, the Company commenced live virus testing in saliva samples using the Company’s 

AMIP’s technology relative to COVID-19. The Company along with researchers at the University of Alberta are currently 

testing with AMIP’s using saliva samples spiked with the live COVID-19 virus by using a protocol similar to an ELISA clinical 

test. The Company has successfully demonstrated selective binding and detection of live SARS-CoV-2 virus in saliva 

samples AMIPs. In addition, the Company’s AMIPs technology has successfully detected the SARS-CoV-2 virus in saliva 

samples, at sensitivity levels comparable to commercially available antigen tests.  Working with researchers at the world-

renowned Li Ka Shing Institute of Virology at the University of Alberta, saliva samples spiked with live SARS-CoV-2 virus in 

a protocol similar to established ELISA clinical tests were performed. The battery of tests produced results down to published 

detection levels for antigen tests. Verified by Dr. Michael Joyce at the Institute, testing conclusively showed the virus binding 

directly to AMIPs™.   

As of this time, the Company has validated the AMIPS technology for detection of COVID-19 and has achieved detection 

levels approximately 250 times lower than conventional immunoassay tests and selectivity against a standard respiratory 

pathogen battery including both viral and bacterial pathogens.  The Company has developed relationships with industry 

partners to continue productization and clinical trials but was unable to raise sufficient funding to move the project forward.  

The Company continues to work to monetize this product but is focused on licensing opportunities where partners will be 

able to fund productization and have the infrastructure in place to successfully launch a product in this space. 

On March 14, 2022, the Company announced a partnership with TraceSafe Inc., ("TraceSafe'') a global leader in location-

aware Internet of Things (IoT) platforms for large-scale industrial and enterprise operations. The two companies were to 

work on a first-of-its-kind solution that constantly monitors for pathogens and provides real-time updates that livestock 

producers, farmers, and ranchers would be able to proactively and quickly diagnose pathogenic threats in the food supply 

chain saving billions in costs and health risks.  As of this date, TraceSafe has re-organized into ShiftCarbon and now focused 

their business in other areas and is no longer pursuing business bases what would utilize the AMIPsTM technology. 

In July , the Company’s patent pending AMIPs™ technology has achieved a new performance milestone for the detection 

of E. Coli bacteria as part of the ongoing work being performed in concert with York University. The value of these results 

suggest that a multiplexed automated device that can quickly diagnosis Urinary Tract Infections (UTIs) at point of care can 

be achieved with the AMIPS platform. This will drastically reduce diagnostic time, cost, and time to treatment, while 

increasing the probability of successful treatment. Escherichia coli is one of the most frequent causes of many common 

bacterial infections, including cholecystitis, bacteremia, cholangitis, urinary tract infection (UTI), traveler's diarrhea, and other 

clinical infections such as neonatal meningitis and pneumonia. In collaboration with Dr. Pouya Razai at York University, the 

team has developed a microfluidic device with sensitivity down to 1,000 bacteria/mL. The prototype can achieve this limit of 

detection in as little as 5 minutes with 0.25 mL of sample. This is a significant advancement over conventional techniques 

that require growing bacteria in samples for 24 to 48 hours, or compared to other experimental technologies with much 

higher detection limits at 100,000 bacteria/mL detected that require 30 minutes or more. The current prototype uses a 

fluorescent detection mechanism and a microfluidics device. The next phase of the research is to initiate specificity 

experiments against other bacteria and miniaturize the analyzer unit of the device. The research on this project is fully 

funded by the NSERC grant awarded to the team.  

In November 2022, the AMIPs™" technology has expanded its library of detectable pathogens, such as E.coli, to include 
bacteria for Salmonella, Listeria, and Sarcina.  Preliminary selectivity data shows very promising results paving the way for 
quick onsite multiplex testing capabilities (one test can simultaneously detect multiple pathogens).  This advancement allows 
for the Company to commercialize a set of rapid diagnostic tools for the $21.1B food safety testing industry and provide a 
truly global, revolutionary solution to food safety testing. 
 
In combination with the AMIPs™ rapid detection virus and bacteria (or pathogens) platform, the Company also began to 
market its Pathogenic Amines Detection System (PADS™). PADS™ is a sensing technology for detection of biomarkers 
associated with food spoilage. A prototype food sensor can be easily integrated into individually packaged retail meat 
products to help food producers monitor the safety of their product throughout the production process.  The AMIPs™ and 
PADS™ technologies address critical operational pain points in the food production sector and give consumers confidence 
in the safety of the products they are buying. 
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In September 2021, the Company filed U.S. patent application No. 63/249,369 with the U.S. Patent and Trademark Office 

(USPTO). The patent application, titled "Molecularly Imprinted Polymer Coatings and Sensors for Bio detection," covers the 

intellectual property generated in collaboration with York University and focuses on the synthesis and processing of MIP’s 

containing detection elements for viruses and bacteria. The patent will be solely in the name of the Company, which will 

have exclusive ownership of the intellectual property, subject to a reasonably agreed-upon licence fee. 

 
As of the date of this management discussion and analysis the Company is continuing the research and development of it’s 
AMIP’s technology for various devices and prospective products. The Company has focused on the development of the 
core components of a rapid development platform and demonstrated the ability to quickly move from defining a new 
pathogen for detection to first prototypes of functional AMIPS polymer.  The Company has identified a wider variety of 
products that can be fielded both for human, animal, and product testing.  The Company is pursuing licensing opportunities 
to monetize the AMIPs and PADS markets. 
 
The Company is not making any express or implied claims that its product has the ability to eliminate, cure or contain Covid-

19 (or SARS-2 Coronavirus) or any other pathogen outbreak at this time. 

Affinity 

In September 2021, the Company has continued the refinement of bead formulations, resulted in bead capacities in excess 

of 80,000 milligrams (80 grams) of cannabinoids per kilogram of beads was achieved in repeated testing using multiple 

preproduction lots of beads, and at multiple column sizes. These increased capacities allow for increased capacity of the 

system with reduced system size and complexity, overall footprint, and cost of operation. Consistent and repeatable loading 

capacity across different column sizes and configurations indicates stability of the process and the potential to scale up the 

size of the System to meet varying customer demand. 

In addition, the System bead production was successfully transitioned to a larger-scale production reactor in the Company's 

proving lab. The batch record and safety and waste disposal documentation with the Company's toll manufacturer was also 

completed. The System beads were tested repeatedly through loading and unloading cycles, and no material changes in 

performance were documented. In addition, no contaminants have been found to poison or otherwise influence the overall 

purification process when following the standard operating procedures.  Qualification testing has not been completed but 

will begin shortly so that the beads can be certified for use in accordance with applicable regulations in different jurisdictions. 

In September 2021, the Company filed U.S. patent application No. 17/438,343, titled "Molecularly Imprinted Polymers for 

Extraction of Cannabinoids and Uses Thereof." The patent application filed is to convert the patent for the Company’s Affinity 

technology from provisional to non-provisional status. This step involves an in-depth review of the technology from the U.S. 

Patent and Trademark Office and provides full patent protection after acceptance. 

In September 2021, the Company continues to update the engineering of its Affinity™ System. The upgraded design 

completed by Advanced Extractions Systems Inc. ("AESI") allows for increased throughput, with a smaller and simpler 

design than originally contemplated. The upgraded System will consist of a four-column configuration, as opposed to the 

original 20-column configuration.  

Construction of the Company’s initial preproduction units from AESI, including the two pilot systems was completed.  One 

pilot system, was expected to be delivered to Green Envy Extracts (“Green Envy”), with the capability of producing up to 15 

kilograms of high-purity distillate daily.  In October 2021, the Company shipped the Pilot System from AESI to the Company’s 

laboratory in Baltimore, MD for final configuration prior to delivery to Green Envy.  The System was subject to a structured 

testing protocol to verify operation and final configuration for subsequent delivery to Green Envy pending Green Envy’s 

receiving final site approval from the State of Michigan.   

In November 2021, the Company  completed the manufacture of Affinity polymer beads for several Systems. In addition, 

Sixth Wave continued onsite technical assessments at Green Envy in preparation for installation activities in Michigan. The 

technical assessment was particularly useful for the onsite extraction and production experts, who were briefed on the 

upcoming work/installation plan. Sixth Wave was expecting to return shortly thereafter to perform configuration testing with 

its Discovery size Affinity™ System.  

As of the date of this management discussion and analysis the Company does not have any immediate plans to deliver the 

first of the three Affinity™ Systems to Green Envy as they still have not received approvals from the State of Michigan for 

ethanol use and storage, which is required for use of the full-scale Affinity System. Green Envy has also re-organized and 

moving into other states that allow cannabis and maintains interest in the Affinity machines as they progress their business.   

In January 2022, the Company execute a Memorandum of Understanding (the "MOU") with Quantum Labs of New Mexico, 

LLC for the purchase and operation of the Affinity™ cannabinoid extraction and purification system. The non-binding MOU 

contemplates the purchase and delivery of the unit pursuant to the terms of a Total System Performance Lease (TSPL). 

The term of the TSPL is three years, with automatic renewals for additional three-year terms, absent notification by either 
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party to the contrary sixty days prior to the expiration of the then-current term. Initial equipment set-up fees and ongoing 

license fees will be specified in the finalized binding agreement. 

As of the date of this management discussion and analysis the Company still expects to deliver an Affinity system to 

Quantum Labs upon completion of the applicable standard operating procedures and final design and performance 

specification are completed.  As this work was to be completed at Green Envy and that was not able to be completed due 

to their licensing issues this project has been delayed. Quantum Labs received its processing license shortly after New 

Mexico passed its recreational use laws and has been concentrating on bringing the facility into production.  They remain 

interested in the Affinity equipment as soon as we are completed with the THC standard operating procedures and final 

equipment design and specifications.  While initially discussed with Quantum Labs, they are not able to support development 

testing due to other operational demands. 

In June 2022, the Company signed a Memorandum of Understanding ("MOU") with AESI for an exclusive worldwide royalty 

bearing license to the Company's Affinity™ cannabis extraction technology. The Company has been working closely with 

AESI on the design and manufacture of its Affinity™ hardware. Affinity™ provides a vertical integration opportunity for AESI 

and allows AESI a comprehensive offering for extraction to purification. Moreover, AESI has a solid track record in the 

cannabis industry and has successfully expanded into other botanical and nutraceutical markets. These new markets will 

also require extraction and purification services and will effectively open additional markets for the Affinity™ technology and 

the Company's patent pending molecularly imprinted polymer solutions. As part of the overall structure, the Company will 

work with AESI to help transition to a publicly traded company. 

General Terms of the MOU include:  

• Exclusive worldwide royalty bearing license to the Affinity™ technology for cannabis, botanical, and psychedelics 

purification. 

• Options to license Affinity™ applications for additional botanicals and nutraceuticals. 

• Upfront license fee to include cash and equity in AESI. 

• AESI would agree to pay an annual percentage royalty to the Company on a monthly basis for any leases it sells 

of each Affinity™ unit. 

 

Further to this, AESI announced on July 14, 2022, that AESI has entered into a non-binding Letter of Agreement with Hakken 

Capital Corp. ("Hakken") that will combine business operations in a reverse takeover type transaction (the "Transaction"). 

The specific terms of the Transaction have been released by the parties under separate disclosure.  

As of the date of this management discussion and analysis the AESI and Hakken have not completed the contemplated 

Transaction.  The parties continue working toward completion of the transaction at which time the definitive licensing 

agreement between AESI and Sixth Wave will be completed. 

In June 2022, the Company shipped its Discovery Affinity™ System (the "System") to Canada for installation at Retro 

Cannabis and Hemp Extracts ("Retro") as per the Letter of Intent of May 19, 2022. In addition, the Company shipped 

Affinity™ polymer to AESI to begin packing full scale production columns and begin the next phase of fluid dynamics testing 

and equipment configuration. In July 2022, the Company completed functional training for the system. The companies had 

expect to bring that system up to operational capability during the first week in August when Sixth Wave would be able to 

bring its portable analytical system to the facility.  Some of this work has proceeded but it became clear that the portable 

analytical equipment would not be sufficient to support configuration testing and a greater degree of on-site support and 

relocation of more extensive analytical equipment would be required.  Sixth Wave is working to establish a suitable partner 

located closer to its proving laboratory to facilitate test and analysis and work within the Company’s budgetary constraints.  

Once this work is completed, the Discovery System will be used to train AESI personnel on the Affinity™ System to prepare 

them for taking over the sales, installation, and support of the Affinity™ System as part of the exclusive Licensing 

arrangement. 

During the course of the development of the Affinity system many unpredictable events have occurred.  The Company has 

had to deal with customer/partners going out of business or not receiving operating licenses, change in vendor for the Affinity 

hardware forcing a complete redesign of the system, and limited ability to travel and generate new customers due to COVID-

19.  Moreover, the cannabis market has also changed with large drops in the price of CBD, consolidation or producers, and 

with a larger focus on the use of the Affinity for processing high THC extracts for use in edibles and other products based 

on industry feedback.  This change was significant for the product roll out as nearly two years of the development work had 

been done for hemp processing and THC remediation.  The relationship and agreement with Green Envy was critical to 

addressing the THC market as Sixth Wave does not have a licenced facility that will allow large scale testing and process 

development of high THC applications.  Thus, while very positive results have been achieved for this application, testing in-

house has been limited to small test columns.  The Company has sufficiently progressed the body of test data for this 

application that it is ready to start scaled up testing with its desk top and pilot system as soon as a development partner is 

located.  The Company is in discussions with a Maryland producer for this purpose and to take eventual delivery on a 
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production Affinity system.   The Company is not making any expressed or implied promises that negotiations with this 

producer will end in a contract.  Other candidates are constantly being evaluated.  The Company has not had sufficient 

funding to actively market the Affinity product and opted to hold off formal efforts pending completion of the AESI deal.  

Despite that, the Company continues to receive inquiries indicating that demand for the Affinity product remains and that 

once scale-up and SOP development is complete that sales should follow. 

Corporate and Other Developments 

In November 2021, the Company appointmented Grant Mitchell to its board of directors.  
 
In February 2022, the Company appointmented Sherman McGill to the Board of Directors of the Company and 
appointmented Nicole Wood as Interim Chief Financial Officer. The Company accepted the resignation of Peter Manuel 
from his role as Chief Financial Officer and from the Board of Directors of the Company to pursue other business interests. 
Mr. Manuel's resignation and appointments of both Mr. McGill and Ms. Wood are effective February 25, 2022. 
 
In August 2022, the Company appointed Patricia Steadman to its Board of Directors and the accepted the resignation of 
Grant Mitchell from the Board of Directors of the Company. 
 
Financing Activities 

Non-Brokered Private Placement Financings: 
 
In December 2021, the Company issued 5,160,000 Units at a price of $0.20 per Unit for gross proceeds totaling $1,032,000. 
Each Unit consists of one common share (a “Common Share”) and one Common Share purchase warrant (a “Warrant”), 
with each Warrant entitling the holder to purchase one additional Common Share at an exercise price of $0.35 for a period 
of 24 months after the date hereof. In connection with the Financing, the Company paid finders fees in the aggregate amount 
of $40,390 and issued a total of 201,950 finder’s warrants (the “Finder’s Warrants”) to certain arm’s-length finders. Each 
Finder’s Warrant entitles the holder to purchase one Common Share at an exercise price of $0.25 per Common Share for a 
period of 24 months after the date hereof.  Securities issued pursuant to the Financing are subject to a hold period of four 
months and one day, expiring on April 24, 2022. Additional hold periods and/or trading or resale restrictions may also apply 
in the United States. Pursuant to the Financing, Sokhie Puar (a director of the Company) subscribed for 50,000 Units for 
gross proceeds to the Company of $10,000, which is considered a related party transaction within the meaning of Multilateral 
Instrument 61-101 – Protection of Minority Security Holders in Special Transactions. The Financing is exempt from the 
formal valuation and minority shareholder approval requirements of MI 61-101 as neither the fair market value of the subject 
matter of the Financing, nor the consideration paid, exceed 25% of the Company’s market capitalization. No additional 
insiders or related parties of the Company participated in the Financing. No new insiders or control persons were created in 
connection with the closing of the Financing. 
 
In March 2022, the Company completed a financing with Sorbie Capital LP (“Sorbie”) for aggregate gross amount of $2.568 
million. 
 
Pursuant to agreements between the Company and Sorbie, the Company issued the following securities to Sorbie for an 
aggregate net consideration of $2.4 million: 

• 12,200,000 units of the Company (each a “Unit”).  Each Unit consisting of one common share in the capital of the 
Company (a “Subscription Share”) and one common share purchase warrant (a “Warrant”), with each Warrant 
entitling Sorbie to purchase an additional common share at an exercise price of $0.175 in Year 1 and 2 and $0.20 
in Year 3 after the date issuance;  

• 1,104 Convertible Loan Notes (“Notes”) in the principal amount of $1,000 per Note, bearing an interest rate of 1% 
per annum. Each Note is convertible into 4,167 common shares for a period of 36 months from the date of issuance.  
Conversion of the Notes is limited to only when shares issued combined with the then current holdings of the holder 
will not take the holder above 9.9% ownership of the Company; and  

• 4,600,368 Common share purchase warrants (the “Note Warrant”) issued on the same terms as the Warrants; (the 
Units, Notes, Note Warrants referred to collectively as the “Securities”). 

 
In addition, the Company has entered into a Sharing Agreement with Sorbie, which allows the Company to retain much of 
the economic interest in the Sorbie Subscription Shares and Notes.  The Sharing Transaction will allow the Company to 
secure the potential upside on 12,200,000 of the Sorbie Subscription Shares arising from news flow over the next 24 months.  
The Sharing Transaction provides that the Company's economic interest will be determined and payable in 24 monthly 
settlement tranches as measured against a Benchmark Price of $0.16 per share.  If the measured share price exceeds the 
Benchmark Price, for that month, the Company will receive more than 100 per cent of the monthly settlement due.  The 
measured share price is determined based on a VWAP for 20 trading days prior to the monthly settlement.  There is no 
upper limit placed on the additional proceeds receivable by the Company as part of the monthly settlements.  Should the 
share price be below the Benchmark Price, the Company will receive less than 100 per cent of the expected monthly 
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settlement on a pro rata basis.  In no case would a decline in the Company's share price result in any increase in the number 
of ordinary shares to be issued to Sorbie or any other advantage accruing to Sorbie.  
 
The structure of this placing is designed to provide the Company with flexibility in continuing to advance the Company's 
projects while maintaining a constant source of funds covering a portion of the Company's short to medium term cash flow 
requirements. Settlement of the balance of the Placement will occur monthly over a 24 month period.  
 
On November 15, 2022, the Company announced that it has entered into a secured promissory note agreement in the 
aggregate principal amount of up to USD$612,500. The Note bears interest at 10% per annum and matures on October 25, 
2023. The Note will be secured against the assets of the Company pursuant to a general security agreement. The existing 
debt with this creditor will be consolidated under the Note Agreement and creditor will make an additional US$125,000 
available to the Company which was advanced on November 18, 2022. As additional consideration for the issuance of the 
Note, the Company issued 788,000 Shares to the creditor. 
 
Convertible Debenture Interest Payment 
 
On December 31, 2021, the Company paid interest on the Company’s convertible debentures through the issuance of 
383,943 shares as settlement in full of interest owing on that date, in accordance with the terms of the convertible 
debentures. 
   
On June 30, 2022, the Company paid interest on the Company’s convertible debentures through the issuance of 377,655 
shares as settlement in full of interest owing on that date, in accordance with the terms of the convertible debentures. 
 
Marketing and Investor Relations 
 
From time to time, the Company retains external marketing and investor relations firms to assist the Company with 
communicating with securities dealers, investment advisers, portfolio managers and shareholders - both current and 
prospective – in order to increase awareness of and interest in the Company. In such circumstances, it is the Company’s 
expectation and requirement that the marketing and investor relations firms will only provide investors with previously 
disclosed factual information concerning the Company, or with copies of materials that have been filed on SEDAR, or 
materials prepared by registered or registration-exempt investment research analysts and/or investment columnists, or 
broadly published in newspapers, magazines or journals. In such circumstances, the Company bears the costs of these 
services and management of the Company takes reasonable steps to ensure that such costs are reasonable and in proper 
proportion to the Company’s financial resources at the time and are also in reasonable proportion to the level of expected 
capital market activity of the Company and related investor interest. Since such arrangements involve the providing of non-
confidential information to investors and are limited to awareness of information that is already available to others in an 
efficient marketplace, the Company does not believe that such activities are improperly promotional or that they are expected 
to significantly affect the market price or value of any of the Company’s securities. 

 
SELECTED ANNUAL INFORMATION 

The following annual information is prepared in accordance with International Financial Reporting Standards. Amounts are 
reported in thousands of Canadian dollars, except for per share amounts.  
 

 

RESULTS OF OPERATIONS  

Operating Expenses: 

During the year ended August 31, 2022, the Company incurred a loss of $8,830,991 compared to a loss of $16,236,245 for 
the year ended August 31, 2021. The significant changes during the period compared to comparable prior period are as 
follows: 
 

• The Company recorded amortization on its equipment, right of use assets, and intellectual property of $607,822 
(2021 – $630,044). 

 

 For the year ended 
August 31, 2022 

$ 

For the year ended 
August 31, 2021 

$ 

For the year ended 
August 31, 2020 

$ 

Net loss 8,831 16,236 20,973 

Loss per share – basic and diluted 0.07 0.16 0.34 

Total assets 2,048 5,100 12,682 
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• Advertising and promotion decreased from $677,750 to $454,030 as a result of expenditure incurred to market the 
Company’s products, as well as marketing programs to raise awareness of the Company’s business in general.   

 

• Management and consulting fees decreased by $773,158 to $2,514,613 (2021 - $3,287,771) primarily due to the 
decrease use of consultants.  

 

• Office and miscellaneous expenses of $144,989 are consistent with the comparable prior period of $115,462.  
 

• Professional fees of $493,164 are consistent with the comparable prior period of $589,494. The Company incurs 
professional fees relating to the Company’s intellectual property portfolio and legal expenditures relating to new 
product developments, and other business developments initiatives. This decrease was the result of the timing of 
these expenditure and patent filings and can be expected to fluctuate somewhat on a quarterly basis.   

 

• Regulatory and filing fees increase to $132,265 from $100,720 in the prior year primarily due to the filing of the 
prospectus. 
 

• The Company recorded share-based compensation of $479,761 attributable to the estimated value of stock options 
vested during the period. In the comparable prior period, the Company recorded $1,100,941 resulting in a difference 
of $621,180. The difference period over period is attributable to the size and timing of option grants in each period. 
 

• Research and development expenditures decreased to $1,113,193 from the prior period of $1,309,370. The 
Company continues to advance its research and development activities, with the majority of the expenditure being 
focused on its Affinity cannabinoid extraction technology and AMIP’s virus detection technology. 
 

• Travel and related expenses decreased by $15,590 to $6,707 (2021 - $22,297) as the Company has reduced travel 
due to the COVID-19 pandemic. Any employees that are required to travel adhere to all safety measures 
recommended by their respective jurisdiction. 
 

• During the year ended August 31, 2022, the Company recorded other income of $100,000 (2021 - $111,705) as a 
result of interest revenue earned on the loan between the Company and Affinity Farms Inc. and short-term cash 
deposits. 

 

• During the year ended August 31, 2022, the Company recorded interest expense of $536,311 (2021 – $583,712) 
as a result of convertible debentures issued in 2020 and lease liability obligations. 
 

• During the year ended August 31, 2022 the Company recorded a foreign exchange loss of $81,693 (2021 – 
$172,727). As the Company operates in Canada and the United States and deals with both the Canadian and 
United States currencies, the Company may continue to incur foreign exchange gains and losses arising from 
changes in the value of the Unites States dollar relative to the Canadian dollar.  

• The Company recorded a loss on debt settlement during the current year in the amount of $nil (2021- $93,427) 
and a gain on debt settlement during the year of $nil (2021 - $48,498). 

• An impairment expense was recorded on the loan receivable of $nil (2021 - $519,810) and on Goodwill of 
$1,050,000 (2021 -$7,188,856) to write the item down to the fair market value of the underlying value. 

• At August 31, 2022, financial assets from the Sorbie financing are adjusted to the fair market value at the period 
end which resulted in an unrealized loss of $2,327,714 and realized loss of $205,000 on the equity swap 
settlements.   

• At August 31, 2022, warrant liability resulting from the Sorbie financing was adjusted to fair market value at the 
period end using the Monte Carlos model which resulted in an unrealized gain of $1,131,541 

Fourth quarter 

For the quarter ended August 31, 2022. The Company recorded a loss of $3,194,124 or $0.03 per share as compared to a 
loss of 9,648,878 or $0.09 per share in the quarter ended August 31, 2021. The difference is primarily due to the write-down 
of Goodwill in 2021 of $7,188,856 compared to $1,050,000 in the current year. 

Operating expenses decrease from $2,172,640 in Q4 2021 compared to $1,205,241 in Q4 2022, as the Company reduced 
operating costs across all areas of operations.  Marketing and promotion decreased $291,854, consulting decreased 
$296,598, and research and development decreased $150,050 from the prior year’s fourth quarter. 

SUMMARY OF QUARTERLY RESULTS 
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Selected financial indicators for the past eight quarterly periods are shown below: 
 
 

Three Months Ended 
 

August 31, 
2022 

May 31, 
2022 

February 28, 
2022 

November 30, 
2021 

Net loss (3,194,124) (1,928,131) (1,891,915) (1,816,821) 
Loss per share – basic 
and diluted (0.03) (0.02) (0.02) (0.02) 

Total assets 2,047,869 3,749,410 3,673,834 3,656,337 

Total liabilities 4,765,565 4,097,159 3,474,822 2,754,643 

Working capital (deficit) (2,199,057) (1,205,894) (1,054,250) (549,188) 

     
     
     
Three Months Ended 

 
 

August 31, 
2021 

May 31, 
2021 

February 28, 
2021 

November 30, 
2020 

Net loss  (9,648,878) (2,547,383) (1,992,537) (2,046,992) 
Loss per share – basic 
and diluted (0.08) (0.02) (0.02) (0.03) 

Total assets 5,099,547 14,322,114 11,983,628 13,108,173 

Total liabilities 2,543,540 4,031,922 5,600,854 5,966,191 

Working capital (deficit) 1,119,052 1,804,483 (3,027,725) (2,850,496) 

 

Expenses for the quarters ended May 31, 2021, February 28, 2021, and November 30, 2020 were consistent with 
comparable prior year quarters as the Company completed the Merger Transaction with 6WIC and all of 6WIC’s activities 
are now incorporated into these results year over year. Net loss for the quarter ended August 31, 2022 was significantly 
higher than the net loss for the comparable period in the prior year as a result of the goodwill impairment of $1,050,000 
(2021 - $7,188,856). Other fluctuations occur in the Company’s expenditures reflecting the variations in the timing of 
research, general operations, and the ability of the Company to raise capital for its projects, including share-based payments 
during certain quarters. See also the Results of Operations section above for additional information.  

 

LIQUIDITY AND CAPITAL RESOURCES 

As at August 31, 2022, the Company had a cash balance of $12,659 (August 31, 2021 - $1,068,054) to settle current 
liabilities of $3,688,626 (August 31, 2021 - $618,127).   
 
The Company currently does not generate any significant revenue from its operations and consequently is reliant on equity 
or other types of financing for its current short term and long-term working capital requirements and to fund its research and 
development programs, commercialize its technologies, and business development activities. Management of the Company 
is also searching for strategies that it can implement that will reduce expenses. The Company’s ability to continue as a going 
concern is dependent upon the ability of the Company to obtain necessary financing or other satisfactory arrangements to 
fund its operating expenses and interest expense until revenue generating contracts are obtained to allow the Company to 
be self-sufficient. The Company’s ability to continue its research and development activities is dependent on management’s 
ability to secure additional financing in the future, which may be completed by way of traditional equity financings or in a 
number of alternative ways including, but not limited to, a combination of: a rights offering; new strategic partnerships; joint 
venture arrangements; project-level or subsidiary-level third-party financings; royalty or streaming financing; the sale of non-
core assets; and other capital market alternatives. Management is pursuing additional financial sources, and while the 
Company’s management has been successful in obtaining financing for the Company in the past, there can be no assurance 
it will be able to do so in the future or that these sources of funding or initiatives will be available for the Company or that 
they will be available on terms which are acceptable to the Company. 
 
Net cash used in operating activities for the year ended August 31, 2022 was $2780,672 (2021 - $7,086,918). The cash was 
primarily used for research and development, management and consulting, advertising and promotion, professional fee and 
general and administrative expenses, net of non-cash expenditures. 
 
During the year ended August 31, 2022, net cash inflow in financing activities was $1,450,971 (2021- $7,486,997).  Financing 
related cash inflows consisted of proceeds from the issuance of shares of $960,137 (2021 - $7,309,307), proceeds from 
issuance of convertible debentures Nil (2021 - $1,1113,000), proceeds from loan payable of $587,217 (2021 - $155,198) 
and the first settlements of the equity swap of $376,818 (2021 - $nil). Financing related cash outflows consisted of repayment 
short term loan of $254,575 (2021 - $150,000), repayment of deferred salary loans of $74,275 (2021 – $239,822), payments 
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on the convertible promissory note of $Nil (2021 – $849,349) and payments on the Company’s lease liability of $144,351 
(2021 – $141,337). 
 
During the year ended August 31, 2022, the Company purchased equipment at a cost of $Nil (2021 – $35,177). Furthermore, 
the Company sold the assets acquired from the settlement of a loan agreement between Affinity Farms Inc. and the 
Company for proceed of $274,306. 
 
On January 27, 2022, the Company filed a preliminary short form base shelf prospectus (the "Prospectus").  The Prospectus 
was filed with the securities regulatory authorities in each of the Provinces and Territories of Canada. The Prospectus was 
filed to provide the Company with financial flexibility and efficient access to Canadian capital markets to pursue its growth 
initiatives. Once a receipt for the final Prospectus is received from the applicable securities regulators, the final Prospectus 
will be valid for a 25-month period during which time the Company will be permitted to offer up to $25 million of common 
shares, warrants, subscription receipts, debt securities, or any combination thereof, including in the form of units (collectively, 
the "Securities"). If any Securities are offered under the Prospectus, the terms of any such Securities and the intended use 
of the net proceeds resulting from such offering would be established at the time of any offering and would be described in 
a prospectus supplement filed with the applicable Canadian securities regulatory authorities at the time of such offering and 
would be made available by the Company. 
 
COMMITMENTS 
 
Office lease 
 
In December of 2019, 6WIC entered into a lease for its office premises in Salt Lake City which expires in December 2022. 
As result of the Merger Transaction the Company has assumed this lease obligation.  

Termination benefits 
 
The Company has entered into employment agreements with three key executive officers of the Company in which the 
Company will pay each officer base salaries ranging from US$175,000 to US$220,000 and $300,000 per annum.  
 
Should the Company terminate the employment agreements without cause, a payment shall be made in a single lump sum 
to the executive ranging from six months to two times the amount of the executive’s then annual total compensation package 
as of the date of the executive’s termination. In addition, all unvested options that would have vested during the 12 months 
following termination will vest immediately on termination. The key executive officers will have a period of 30 days following 
termination in which to exercise those options.  

 
OFF-BALANCE SHEET ARRANGEMENTS 
 

As at August 31, 2022, the Company does not have any off-balance sheet arrangements. 

RELATED PARTY TRANSACTIONS 
 

The Company entered into the following transactions with key management personnel, being those persons determined as 
having authority and responsibility for planning, directing and controlling the activities of the Company. Key management 
includes the Company’s board of directors and executive officers. A summary of transactions with key management and 
significant shareholders are summarized as follows: 

 

 

Year Ended 
August 31, 

2022 

Year Ended 
August 31, 

2021 

Management and consulting fees $   1,089,430 $   1,189,947 
Director’s fees and consulting fees paid to directors 65,000 310,741 
Share-based payments 298,445 673,760 
Deferred salary loan payments - 1,042,975 

Total $     1,452,875 $  3,217,423 

 
(a) During the year ended August 31, 2022, the Company incurred $375,000 (2021 – $452,000) in management and 

consulting expense to the CEO of the Company pursuant to CEO services provided. The amount incurred included a 
one-time signing bonus, retention bonus and relocation expenses of $75,000 (2021 – $125,000). The Company 
recorded $97,070 (2021 - $225,516) in share-based compensation representing the fair value of options and DSU’s 
that were granted to the CEO which have vested during the year. At the year ended August 31, 2022, amounts due to 
the CEO for payroll are included in accounts payable and accrued liabilities which total $262,500 (2021- $Nil). In 
addition, the CEO advanced to the Company a net amount of $15,315 (2021 – Nil), which is included in accounts 
payable and accrued liabilities. Pursuant to the deferred salary loan agreements, as further described in note 19, the 
CEO received payment of $Nil (2021 – $554,253) against the balance owing.  
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(b) During the year ended August 31, 2022, the Company incurred $77,261 (2021 - $Nil) in management expense to the 
CFO of the Company pursuant to CFO services provided of which $38,873 (2021 - $Nil) are included in accrued 
liabilities and accounts payable as at August 31, 2022.  The Company recorded $17,243 (2021 - $Nil) in share-based 
compensation representing the fair value of options and DSU’s that were granted to the CFO which have vested during 
the year. 

 
(c) During the year ended August 31, 2022, the Company incurred $58,750 (2021 - $149,224) in director's fees and 

management and consulting expense to the former CFO of the Company pursuant to CFO and Director services 
provided of which $14,687 (2021 - $Nil) are included in accrued liabilities and accounts payable as at August 31, 2022.  
The Company recorded $3,079 (2021 - $13,871) in share-based compensation representing the fair value of options 
that were granted to the former CFO which have vested during the year.    

 
(d) During the year ended August 31, 2022, the Company incurred $Nil (2021 - $121,050) in director’s fees and 

management and consulting expense to the former CFO of the Company pursuant to CFO and Director services 
provided of which $Nil (2021 - $Nil) are included in accrued liabilities and accounts payable as at August 31, 2022. The 
amount included a one-time bonus of $Nil (2021 - $15,000). The Company recorded $Nil (2021 - $51,518) in share-
based compensation representing the fair value of options and DSU’s that were granted to the former CFO which have 
vested during the year.  

 
(e) During the year ended August 31, 2022, the Company incurred $279,783 (2021 - $309,280) in management expense 

to the COO of the Company pursuant to COO services provided. The Company recorded $11,584 (2021 - $30,606) in 
share-based compensation representing the fair value of options and DSU’s that were granted to the COO which have 
vested during the year. At August 31, 2022, the Company owed the COO $248,551 (2021 - $14,047) for unpaid payroll.   

 
(f) During the year ended August 31, 2022, the Company incurred $270,636 (2021 – $313,034) in management expense 

to the Executive Vice President (“EVP”) of the Company for EVP services provided. The amount included a one-time 
signing and retention bonus of $75,000 (2021 - $78,227). The Company recorded $84,495 (2021 - $225,515) in share-
based compensation representing the fair value of options and DSU’s that were granted to the EVP which have vested 
during the year. Pursuant to the deferred salary loan agreements, as further described in note 19, the EVP received 
payment of $Nil (2021 – $488,722) against the balance owing. As at August 31, 2022 the Company owed the EVP 
$210,707 (2021 – $6,274) for unpaid payroll and retention bonus. 

 
(g) During the year ended August 31, 2022, the Company incurred $Nil (2021 – $123,600) in director fees to former 

Directors of the Company. The Company recorded $Nil (2021 – 27,742) in share-based compensation representing the 
fair value of options granted to the former Directors of the Company which have vested during the year.   

  
(h) During the year ended August 31, 2022, the Company incurred $93,000 (2021 – $32,500) in director fees and consulting 

fees to Directors of the Company. The Director’s earned $65,000 (2021 – $32,500) in director’s fees and $28,000 (2021 
– $Nil) in management and consulting expense for consulting services provided. The Company recorded $84,974 (2021 
– $98,992) in share-based compensation representing the fair value of options granted to Directors of the Company 
which have vested during the year. As at August 31, 2022 the Company owed the Director’s $56,500 (2021 – $Nil) in 
unpaid Director’s fees and $29,400 (2021 – $Nil) in unpaid consulting expense.   
 

 
CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 
 
The assumption that the Company will be able to continue as a going concern is subject to critical judgments by management 
with respect to assumptions surrounding the short and long-term operating budget, expected profitability, investing and 
financing activities and management’s strategic planning. Should those judgments prove to be inaccurate, management’s 
continued use of the going concern assumption could be inappropriate. 
  
Critical Accounting Judgments 
The assumption that the Company will be able to continue as a going concern is subject to critical judgments by management 
with respect to assumptions surrounding the short and long-term operating budget, expected profitability, investing and 
financing activities and management’s strategic planning. Should those judgments prove to be inaccurate, management’s 
continued use of the going concern assumption could be inappropriate.  
 
Going concern  
The assessment of the Company’s ongoing viability as an operating entity and determination of the related disclosures 
requires significant judgment. 
 
Functional currency 
Determination of an entity’s functional currency involves judgment taking into account the transactions, events, and 
conditions relevant to the entity. Determination of functional currency involves evaluating evidence about the primary 
economic environment in which the entity operates and is re-evaluated when facts and circumstances indicate that 
conditions have changed. 
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Critical Accounting Estimates and Assumptions  
 
Business combinations  
Determining whether an acquisition is a business combination or an asset acquisition. Judgment is also required to assess 
whether contingent consideration should be classified as equity or a liability. Measuring the fair value of equity instruments 
issued as consideration for a business combination, and in allocating the fair value of consideration paid to the assets 
acquired and liabilities assumed. 
 
The Company measures all assets acquired and liabilities assumed at their acquisition-date fair values. Noncontrolling 
interests in the acquiree are measured on the basis of the non-controlling interests’ proportionate share of this equity in the 
acquiree’s identifiable net assets. The excess of the aggregate of the consideration transferred and the amount of any non-
controlling interest in the acquiree over the net assets of the acquisition-date amounts of the identifiable assets acquired 
and the liabilities assumed, is recognized as goodwill as of the acquisition date. 
 
Contingent consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent 
settlement is accounted for within equity. Contingent consideration that is classified as a liability is remeasured at fair value 
at each reporting date and subsequent changes in the fair value of the contingent consideration are recognized in net income 
(loss). 
 
Classification of associated company 
Classification of investments requires judgment as to whether the Company controls, has joint control or significant influence 
over the strategic financial and operating decisions relating to the activity of the investee. In assessing the level of control 
or influence that the Company has over an investment, management considers ownership percentages, board 
representation as well as other relevant provisions in shareholder agreements. If an investor holds 20% or more of the voting 
power of the investee, it is presumed that the investor has significant influence, unless it can be clearly demonstrated that 
this is not the case. Conversely, if the investor holds less than 20% of the voting power of the investee, it is presumed that 
the investor does not have significant influence, unless such influence can be clearly demonstrated.  
 
Embedded derivatives 
As part of assessing whether an instrument is a hybrid financial instrument and contains an embedded derivative, significant 
judgement is required in evaluating whether the host contract is more akin to debt or equity and whether the embedded 
derivative is clearly and closely related to the underlying host contract. The Company concludes that the host instrument of 
the convertible debentures is a debt host due to the holder’s right to redeem the instrument for cash at a point in time in the 
future. The Company determines that the conversion option is not closely related to the debt host, and that the conversion 
option is required to be separated from the host instrument and accounted for as an embedded derivative due to the 
variability in the number of shares issuable under the convertible debentures. In applying its judgement, the Company relies 
primarily on the economic characteristics and risks of the instrument as well as the substance of the contractual 
arrangements.  
 
The initial fair values of the embedded derivative conversion options and subsequent re-measurements at fair value at each 
reporting date are determined by using the Black-Scholes pricing model which requires exercise of judgment in relation to 
variables such as expected volatilities in share price and foreign exchange rates.   
  
Impairment on non-financial assets  
At each reporting date, the Company assesses its non-financial assets to determine whether there are any indications of 
impairment. If any indication of impairment exists, an estimate of the asset’s recoverable amount is calculated. Non-financial 
assets that do not generate independent cash flows are grouped together into a cash generating unit (“CGU”), which 
represents the lowest level at which largely independent cash flows are generated. The recoverable amount of a CGU is 
the greater of its value in use and its fair value less costs of disposal. Value in use is calculated as the present value of the 
estimated future cash flows discounted at appropriate discount rates. These calculations require the use of estimates and 
assumptions. 
 
Estimated useful lives of property, plant and equipment and intangible assets  
Depreciation of property, plant and equipment and amortization of intangible assets is dependent upon estimates of useful 
lives and residual values which are determined through knowledge of the business and judgment. Residual values, useful, 
depreciation, and amortization methods are reviewed annually for relevancy and changes are accounted for prospectively. 
The assessment of any impairment of these assets is dependent upon estimates of recoverable amounts that take into 
account factors such as economic conditions, market conditions and the useful lives of the assets. The useful life if the 
Company’s intangible assets is estimated as 5 years, 
 
Financial instruments 
 
The determination of categories of financial assets and liabilities has been identified as an accounting policy which involves 
judgments or assessments made by management.  
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The identification of convertible note component is based on interpretations of the substance of the contractual arrangement 
and therefore requires judgement from management. The separation of components affects the initial recognition of the 
convertible debenture at issuance and the subsequent recognition of interest on the liability component. The determination 
of fair value of the liability is also based on several assumptions, including contractual future cash flows, discount rates and 
the presence of any derivative financial instruments. 
 
OTHER MD&A REQUIREMENTS 

Share Capital 

Common shares 

As at August 31, 2022, there were 135,429,586 issued and fully paid common shares outstanding. As at the date of this report, 
there were 136,217,586 issued and fully paid common shares outstanding.   
 
Stock options 

As at August 31, 2022 there were 8,425,000 stock options outstanding. As at the date of this report, there were 8,925,000 
stock options outstanding. 
 
Deferred share units 
 
During the year ended August 31, 2020, the Company adopted an award plan (the “DSU Plan”), which permits the grant of 
deferred share units of the Company (“DSU’s”) whereby the maximum number of common shares reserved for the issue 
under the DSU Plan shall not exceed 2,000,000 common shares of the Company. During the current year, the maximum 
number of common shares reserved for the issue under the DSU Plan was increased to 4,000,000. In addition, the aggregate 
number of common shares issuable pursuant to the DSU Plan combined with the Company’s Stock Option Plan, shall not 
exceed 10% of the Company’s outstanding shares.  
 
The DSU’s vest 25% immediately on the award date, 25% on the one-year anniversary of the award date, 25% on the two-
year anniversary of the award date and 25% on the three-year anniversary of the award date. Early vesting is provided in 
the event of termination without cause, resignation at the request of the Company, death, or on the occurrence of a change 
of control of the Company.  
 
On October 16, 2020 the Company issued 2,000,000 DSUs to a director and officers of the Company with a total value of 
$760,000. During the year ended August 31, 2022 the Company recognized $113,896 (2021 - $476,874) in share-based 
compensation expense for DSUs which have vested during the year. During the year ended August 31, 2022, 400,000 (2021 
– 500,000) of these DSU’s have vested. 
 
During the year ended August 31, 2021, 100,000 DSUs were settled at $0.38 per share and 300,000 DSUs were forfeited.  
 
On May 2, 2022 the Company issued 760,000 DSUs to directors and officers of the Company with a total value of $68,400. 
During the year ended August 31, 2022 the Company recognized $27,280 (2021 - $nil) in share-based compensation 
expense for DSUs which have vested during the year. The DSUs awarded to the CEO vested 50% on issuance, and the 
balance will vest 50% on the first specified event and 50% on the second specified event. During the year ended August 31, 
2022, 290,000 (2021 – nil) of these DSU’s have vested. 
 
No DSUs were exercised or forfeited during the year ended August 31, 2022. As at August 31, 2022, there are 2,360,000 
DSUs issued. 
 
Warrants 

As at August 31, 2022, there were 45,671,085 warrants outstanding. As at the date of this report, there were 38,558,564 
warrants outstanding. 
 
Escrowed shares 
 
As at August 31, 2022, 2,546,895 common shares of the Company are subject to an escrow agreement pursuant to National 
Instrument 46-201 Escrow for Initial Public Offerings. A total of 15% of the shares will be released from escrow every 6 
months until all have been released. 
 
Furthermore, an additional 2,550,294 common shares are subject to an escrow agreement pursuant to the terms of the 
Merger Transaction. These shares were released from escrow on or before July 31, 2021.  
 
 
FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
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Financial Risks 

International Financial Reporting Standards 7, Financial Instruments: Disclosures, establishes a fair value hierarchy that 
reflects the significance of the inputs used in making the measurements. The fair value hierarchy has the following levels: 

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 (i.e. 
as prices) or indirectly (i.e. derived from prices); and 

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

As at August 31, 2022 the carrying values of cash, receivables, loans receivable, accounts payable and accrued liabilities 
and convertible promissory notes approximate their fair values due to their short terms to maturity or market rates of interest. 

The Company is exposed to Credit, Liquidity and Market risks from its use of financial instruments, as follows: 

Credit risk 

The Company's credit risk is primarily attributable to cash, receivables, and loans receivable.  The Company’s primary 
exposure to credit risk was on its loan’s receivable. This risk was partially managed by a security interest in the assets of 
one of the borrowers.  Cash consists of accounts at a reputable financial institution, from which management believes the 
risk of loss to be remote. Federal deposit insurance covers balances of up to $100,000 in Canada. Financial instruments 
included in receivables consist of amounts due from government agencies. The Company limits its exposure to credit loss 
for cash by placing its cash with a high-quality financial institution.  

Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.  The Company 
has a planning and budgeting process in place to help determine the funds required to support the Company’s normal 
operating requirements on an ongoing basis.  The Company ensures that there are sufficient funds to meet its short-term 
business requirements, taking into account its anticipated cash flows from operations and its holdings of cash. 

As at August 31, 2022, the Company had a cash balance of $12,659 (2021 - $1,068,054) to settle accounts payable and 
accrued liabilities of $2,081,597 (2021 - $448,172). 

Historically, the Company's sole source of funding has been the issuance of equity securities for cash, primarily through 
private placements.  The Company’s access to financing is always uncertain.  There can be no assurance of continued 
access to significant equity funding.  See note 2 for further details. 

As of August 31, 2022, these commitments required total payments, as follows: 
 

              $ 

Payable not later than one year  1,083,652 
Payable later than one year and not later than five years  1,649,198 

Payable later than five years  - 

  2,732,850 

 
Market risk 

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

a) Interest risk - The Company has cash balances. The Company’s current policy is to invest excess cash in investment-
grade short-term deposit certificates issued by its banking institutions. The Company periodically monitors the 
investments it makes and is satisfied with the credit ratings of its banks. As at August 31, 2022, the Company didn’t 
hold any investment-grade short-term deposit certificates. The Company does not have any debt that bears variable 
interest rates. 

b) Foreign currency risk - Foreign currency risk is the risk that variation in exchange rates between the Canadian dollar 
and a foreign currency will affect the Company’s operating and financial results. The Company has operations in the 
United States and as a result is subject to risk due to fluctuations in the exchange rates for the Canadian and US 
dollars. As at August 31, 2022, the Company had a foreign currency net monetary liability position of $812,391USD. 
Each 1% change in the US dollar relative to the Canadian dollar will result in a foreign exchange gain or loss of 
approximately $10,200.  

c) Price risk - The Company is exposed to price risk with respect to equity prices.  Equity price risk is defined as the 
potential adverse impact on the Company’s earnings due to movements in individual equity prices or general 
movements in the level of the stock market. The Company closely monitors individual equity movements, and the stock 
market to determine the appropriate course of action to be taken by the Company. 

Other Risks 
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See Section 17 ‘‘Risk Factors” of the Company’s Listing Statement (the “Listing Statement”) dated February 6, 2020 and 
the “Risk Factors: of the Annual Information Form dated January 14, 2022 as found under the Company’s SEDAR profile. 

Going Concern and Need for Additional Funds 

The Company currently does not generate significant revenue from its operations and consequently is reliant on equity or 
other types of financing for its current short term and long-term working capital requirements and to fund its research and 
development programs, commercialize its technologies, and business development activities. Subsequent to period ended 
The Company’s ability to continue as a going concern is dependent upon the ability of the Company to obtain necessary 
financing or other satisfactory arrangements to fund its operating expenses and interest expense until revenue generating 
contracts are obtained to allow the Company to be self-sufficient. The Company’s ability to continue its research and 
development activities is dependent on management’s ability to secure additional financing in the future, which may be 
completed by way of traditional equity financings or in a number of alternative ways including, but not limited to, a 
combination of: a rights offering; new strategic partnerships; joint venture arrangements; project-level or subsidiary-level 
third-party financings; royalty or streaming financing; the sale of non-core assets; and other capital market alternatives. 
Management is pursuing additional financial sources, and while the Company’s management has been successful in 
obtaining financing for the Company in the past, there can be no assurance it will be able to do so in the future or that these 
sources of funding or initiatives will be available for the Company or that they will be available on terms which are acceptable 
to the Company. 
 
Impact of the Russia-Ukraine Conflict on the Global Economy  
 
On February 24, 2022, Russian military forces launched a full-scale military invasion of Ukraine. In response, Ukrainian 
military personnel and civilians are actively resisting the invasion. Many countries throughout the world have provided aid to 
the Ukraine in the form of financial aid and in some cases military equipment and weapons to assist in their resistance to 
the Russian invasion. The North Atlantic Treaty Organization (“NATO”) has also mobilized forces to NATO member countries 
that are close to the conflict as deterrence to further Russian aggression in the region. The outcome of the conflict is 
uncertain and is likely to have wide ranging consequences on the peace and stability of the region and the world economy. 
Certain countries including Canada and the United States, have imposed strict financial and trade sanctions against Russia 
and such sanctions may have far reaching effects on the global economy. The long-term impacts of the conflict and the 
sanctions imposed on Russia remain uncertain. It is impossible to predict what Russia intends to do, nor the impact the 
sanctions will have, but a continuing invasion would almost certainly lead to significant economic disruptions worldwide that 
could impact the Company, its vendors and suppliers, and impose significant costs on the Company, including costs related 
to capital equipment and shipping. 
 
Limited Number of Products and Clients 
 
The Company is reliant on the development, marketing and use of its extraction and detection of target substances at the 
molecular level. If it does not achieve sufficient market acceptance, it will be difficult for the Company to achieve consistent 
profitability. In addition, the Company currently has a limited number of potential clients and its potential revenue could 
decrease substantially if it were to lose one of these potential clients. 
 
COVID-19 

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

Although it is not possible to reliably estimate the length or severity of these developments and their financial impact to the 
date of approval of these financial statements, these conditions could have a significant adverse impact on the Company's 
financial position and results of operations for future periods. 

COVID has resulted in some delays in the development of the Company’s IXOS® product due to challenges associated 

with travel to and from mine sites of potential partners. While this has delayed some testing, the Company continues to 

progress testing where possible and expects to find a suitable potential partner for pilot scale testing in the coming months. 

Travel restrictions have also had an impact on the development of the Company’s Affinity platform for the separation of 

cannabinoids.  The Company has had one worker fall ill with COVID and has occasionally delayed travel and testing due to 

site specific lockdowns and quarantines. The Company is currently continuing the development of the AMIPs product as 

outlined above.   

The continued spread of COVID-19 nationally and globally could also disrupt the Company’s business and research 

activities, and result in a reduction in potential demand for the Company’s products as a result of travel restrictions, work 

refusals by and mandatory accommodations for employees, changing demand by consumers, mass quarantines, 

confinements, lock-downs or government-imposed closures in Canada or abroad, which could adversely impact materially 

the Company’s business, operations or financial results. 
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Since the latter part of February 2020, financial markets have experienced significant volatility in response to the COVID-19 

pandemic and equity markets in particular experienced significant declines and then volatility. The continued spread of 

COVID-19 nationally and globally may impact the Company’s ability raise sufficient capital in 2022. 

Early Stage  

The Company is an early-stage company with no revenues in the past two years. As such, the Company does not have a 
significant operating history, or financial information, upon which to evaluate the Company’s ability to achieve its current 
business plan and future objectives. Investors should consider the risks and difficulties the Company might encounter, 
especially given its limited operating history. 
 
The Company develops technology for use in both the mineral resource and cannabis industries, two rapidly transforming 
industries, and has filed patent applications for a planned extension of the Company’s MIPs technology to develop a 
platform, referred to as Accelerated Detection MIPs, or AMIPs, for the rapid detection and separation of viruses, biogenic 
amines and other pathogens, with planned targets to include the SARS CoV-2 virus responsible for COVID-19. At present, 
the Company has not yet developed functional prototypes of the AMIPs and collection and delivery devices described in the 
patent applications for virus detection. There is no guarantee that the Company’s technology or services will become or 
remain attractive to potential and current users as these industries undergo rapid change or that potential customers will 
utilize the Company’s technology or services. In addition, most of the Company’s management has no substantial previous 
experience in the cannabis industry. Accordingly, management may have limited insight into trends that might emerge and 
could materially affect the Company’s business, operations or financial condition.  
 
The Company also faces intense competition from other companies, some of which may have greater financial resources 
and more industry, engineering and marketing experience than the Company does. 
 
Investment Risk 
 
Any investment made in any of the Company’s securities (debt or equity) should be considered as being highly speculative 
and of high risk.  Any investor who acquires any of the Company’s securities should ensure that these risky securities are 
suitable for the investor’s portfolio objectives and risk tolerances.  The Company recommends that any investor interested 
in acquiring or holding any securities of the Company seek and obtain the advice of a professional and registered 
independent investment advisor.  Any investor who acquires and holds any of the Company’s securities may lose all of the 
money that was invested to acquire those securities. 
 
The Company does not plan on paying any dividends on its Common Shares in the foreseeable future. 
 
The Company’s Common Shares are listed for trading on the CSE; however, there can be no assurance that an active and 
liquid market for the common shares will be maintained, and an investor may find it difficult to resell such shares without 
causing price changes.  There is no active or liquid market for the convertible debentures that the Company has issued to 
investors.  An investor may find it difficult to resell such securities. 

There is no assurance the Company will continue to meet the listing requirements of the CSE. 

Technology and Intellectual Property Risks 

The Company’s technology is still at the testing and development stage and there is no guarantee that further testing and 
development will be successful for any of its currently proposed applications. The long-term success of the Company will 
be in part directly related to the success of the testing of its technology by its partners, clients and customers. Even if testing 
is successful, partners, clients and customers may be unwilling to change their processes to incorporate the Company’s 
technology into those processes due to uncertainty, budget limitations or other factors beyond the control of the Company. 
 
The Company expects to rely on a combination of patent, copyright and trade-secret laws, confidentiality procedures, and 
contractual provisions to establish, maintain, and protect its technology. The steps the Company takes may not prevent 
misappropriation of its intellectual property, and the agreements the Company enters into may not be enforceable. Despite 
the Company’s efforts to protect its technology, unauthorized parties may copy or otherwise obtain and use the Company’s 
proprietary technology or obtain information the Company regards as proprietary. Policing unauthorized use of its 
technology, if required, may be difficult, time consuming, and costly. The Company’s means of protecting its technology may 
be inadequate. 
 
Third parties may apply for and obtain patent protection for technology which is similar to the Company’s technology. Despite 
the Company’s efforts to protect its proprietary rights, unauthorized parties may attempt to copy aspects of its technology or 
to obtain and to use information that the Company regards as proprietary. Third parties may also independently develop 
similar or superior technology without violating the Company’s proprietary rights. In addition, the laws of some foreign 
countries do not protect proprietary rights to the same extent as do the laws of Canada or the United States. 
 
U.S. federal trademark and patent protection may not be available for cannabis-related aspects of the intellectual property 
of the Company due to the current classification of cannabis as a Schedule I controlled substance. As long as cannabis 



 

 

 

 

 

P a g e  | 21 

 

 

remains illegal under U.S. federal law as a Schedule I controlled substance pursuant to the Federal CSA, the benefit of 
certain federal laws and protections which may be available to most businesses, such as U.S. federal trademark and patent 
protection regarding the intellectual property of a business, may not be available to the Company in relation to this industry. 
As a result, the Company’s intellectual property may not be adequately or sufficiently protected against the use or 
misappropriation by third-parties in the cannabis industry. In addition, since the U.S. regulatory framework of the cannabis 
industry is in a constant state of flux, the Company can provide no assurance that it will ever obtain any protection for 
cannabis-related aspects of its intellectual property, whether on a U.S. federal, state or local level. 
 
Although the Company believes that its technology does not infringe proprietary rights of others, litigation may be necessary 
to protect the Company’s proprietary technology and third parties may assert infringement claims against Company with 
respect to their proprietary rights. 
 
Any claims or litigation can be time consuming and expensive regardless of their merit. Infringement claims against the 
Company could cause the Company to redesign its technology or to enter into royalty or license agreements that may not 
be available on terms acceptable to the Company, or at all. 

Risks Related to the Use of AMIP Products 

The technology behind the AMIP products is still in its early stages and the technology may not be effective when fully 
developed. Even in the event the technology is effective when fully developed, the successful use of the AMIP products 
depends on the user following the instructions provided. Users may experience difficulty in performing tests using AMIP 
products, especially if they fail to follow the instructions provided or misuse the products. This may result in the test results 
returning false positives or false negatives, thereby harming the ability of the Company to achieve the broad degree of 
adoption necessary for commercial success or cause negative publicity and word-of-mouth as a result of the products not 
meeting user expectations. Furthermore, the detection provided by AMIP products may become obsolete in the event 
vaccination levels reach a point whereby detection and testing is no longer necessary. Accordingly, the Company’s operating 
results and financial condition may be adversely affected, which may delay, prevent or limit the Company’s ability to generate 
revenue and continue business operations.  

Risks Related to Regulatory Approvals 

A portion of the business of the Company relies on the receipt of regulatory approvals and permits necessary to conduct 
business operations, especially with respect to IXOS® and AMIP products. The Company will apply for the necessary 
permits and regulatory approvals but there is no such guarantee that such permits and regulatory approvals will be obtained. 
Any failure to comply with applicable laws and regulations as a result of the lack of regulatory approvals or permits, even if 
inadvertent, could result in enforcement actions thereunder including orders issued by regulatory or judicial authorities 
requiring operations to cease or be curtailed, fines, penalties or other liabilities. The Company may be required to 
compensate those suffering loss or damage by reason of its operations and may have civil or criminal fines or penalties 
imposed for violations of such laws or regulations. 

Risks Related to the Cannabis Industry 

A portion of the business of the Company could be involved in the medical and adult-use cannabis industry in the United 
States, Canada and internationally through the development of technology related to the extraction of cannabinoids from 
cannabis products for use in the cannabis industry. The relatively new development of the medical and adult-use cannabis 
industry presents risks that are not inherent in other developing or mature industries, particularly due to its prior status as 
an illegal industry in Canada and current status in the United States as an illegal industry under United States federal law. 
Risks include uncertainty regarding the breadth of public acceptance and demand for cannabis products, absence of 
research regarding positive and negative effects of cannabis use, limited approved medical applications for cannabis 
products.  Risks also include fragmented markets, rapid growth and potential failure of early-stage companies who would 
be the customers of the Company’s Affinity™ product, due to inexperienced managers lacking conventional business and 
financial discipline or otherwise, an absence of industry and product standards, rapidly evolving legal landscapes with 
multiple frameworks and potential rapidly shifting public opinion.  In the United States, access to capital and lenders may be 
limited or not available at all, and potential partners or customers of the Company’s Affinity™ product in jurisdictions where 
cannabis remains illegal may be reluctant to transact with a company involved in the cannabis industry. 
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Risks Relating to Government Regulation 

The Company’s operations are subject to laws and regulations governing occupational health and safety, labour standards, 
employment, waste disposal, handling of toxic substances, land and water use, environmental protection and other matters. 
It is possible that the Company may not be able to comply with existing and future laws and regulations. In addition, future 
changes in applicable laws, regulations, agreements or changes in their enforcement or regulatory interpretation could result 
in changes to the terms of agreements or arrangements that the Company has with partners, clients and customers, which 
could have a material adverse impact on the Company’s current operations and future projects. The Company may 
experience increased costs and delays as a result of the need to comply with applicable laws and regulations. 

Any failure to comply with applicable laws and regulations, even if inadvertent, could result in enforcement actions 
thereunder including orders issued by regulatory or judicial authorities requiring operations to cease or be curtailed, fines, 
penalties or other liabilities. The Company may be required to compensate those suffering loss or damage by reason of its 
operations and may have civil or criminal fines or penalties imposed for violations of such laws or regulations. 

Cannabis Remains Illegal Under U.S. Federal Law 

The Company is engaged in research regarding the applicability of its extraction polymer technology to the extraction of 
cannabinoids from cannabis products for use in the cannabis industry in certain states of the United States. The Company 
will not be engaged in the production or sale of cannabis products in Canada or the United States, but may be considered 
to have ancillary involvement in the cannabis industry in Canada, the United States and other countries, through the 
provision of extraction technology services, if it is successful in developing its extraction polymer technology for the extraction 
of cannabinoids. Although certain states and territories of the U.S. authorize medical or adult-use cannabis cultivation, 
production, distribution and sale by licensed or registered entities, under U.S. federal law marijuana is a Schedule 1 
controlled substance under the Controlled Substances Act (21 U.S.C. § 801 et. seq.) (the “Federal CSA”) and is illegal under 
federal U.S. law. Even in those states in which the use of marijuana has been legalized, its use remains a violation of federal 
law. Since federal law criminalizing the use of marijuana is not pre-empted by state laws that legalize its use, strict 
enforcement of federal law regarding marijuana would harm the Company’s business, prospects, results of operation, and 
financial condition.  

Federal Regulation of Marijuana in the United States 

Unlike in Canada which has federal legislation uniformly governing the cultivation, distribution, sale and possession of 
medical cannabis under the Access to Cannabis for Medical Purposes Regulations (Canada) and the proposed regulation 
of recreational cannabis under the Cannabis Act (Canada), investors are cautioned that in the United States, cannabis is 
largely regulated at the state level. To date, at least 33 states, plus the District of Columbia, have legalized cannabis for 
comprehensive medical or recreational use, and the others have laws in place which recognize medical benefits for at least 
some cannabinoids. 
 
Notwithstanding the permissive regulatory environment of cannabis at the state level, State laws regulating cannabis are in 
direct conflict with the Federal CSA, which makes cannabis use and possession federally illegal. Although certain states 
authorize medical or recreational cannabis production and distribution by licensed or registered entities, under U.S. federal 
law, the possession, use, cultivation, and transfer of cannabis and any related drug paraphernalia is illegal and any such 
acts are criminal acts under federal law. The Supremacy Clause of the United States Constitution establishes that the United 
States Constitution and federal laws made pursuant to it are paramount and in case of conflict between federal and state 
law, the federal law may apply. 
 
Under the Federal CSA, the policies and regulations of the United States Federal Government and its agencies are that 
cannabis has no medical benefit and a range of activities including cultivation and the personal use of cannabis is prohibited. 
Even in those states in which the use of cannabis has been legalized, its use, cultivation, sale and distribution remains a 
violation of federal law. Any person connected to the cannabis industry in the U.S. may be at risk of federal criminal 
prosecution and civil liability in the United States. Any investments may be subject to civil or criminal forfeiture and total loss. 
 
As a result of the conflicting views between state legislatures and the federal government regarding cannabis, investments 
in cannabis businesses in the United States are subject to inconsistent legislation and regulation. The response to this 
inconsistency was addressed in August 2013 when then Deputy Attorney General, James Cole, authored a memorandum 
(the “Cole Memorandum”) addressed to all United States district attorneys acknowledging that, notwithstanding the 
designation of cannabis as a controlled substance at the federal level in the United States, several states had enacted laws 
relating to cannabis for medical purposes. 
 
The Cole Memorandum outlined the priorities for the Department of Justice relating to the prosecution of cannabis offenses. 
In particular, the Cole Memorandum noted that in jurisdictions that have enacted laws legalizing cannabis in some form and 
that have also implemented strong and effective regulatory and enforcement systems to control the cultivation, distribution, 
sale and possession of cannabis, conduct in compliance with those laws and regulations is less likely to be a priority at the 
federal level. Notably, however, the Department of Justice never provided specific guidelines for what regulatory and 
enforcement systems it deemed sufficient under the Cole Memorandum standard. In light of limited investigative and 
prosecutorial resources, the Cole Memorandum concluded that the Department of Justice should be focused on addressing 
only the most significant threats related to cannabis. States where medical cannabis had been legalized were not 
characterized as a high priority. 
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However, on January 4, 2018, then Attorney General Jeff Sessions issued a new memorandum that rescinded and 
superseded the Cole Memorandum effective immediately (the “Sessions Memorandum”). The Sessions Memorandum 
stated, in part, that current law reflects “Congress’ determination that cannabis is a dangerous drug and cannabis activity is 
a serious crime”, and Mr. Sessions directed all U.S. Attorneys to enforce the laws enacted by Congress and to follow well-
established principles when pursuing prosecutions related to cannabis activities. The inconsistency between federal and 
state laws and regulations is a major risk factor. 
 
As a result of the Sessions Memorandum, federal prosecutors will now be free to utilize their prosecutorial discretion to 
decide whether to prosecute cannabis activities despite the existence of state-level laws that may be inconsistent with 
federal prohibitions. No direction was given to federal prosecutors in the Sessions Memorandum as to the priority they 
should ascribe to such cannabis activities, and resultantly it is uncertain how active federal prosecutors will be in relation to 
such activities. 
 
United States federal law is not pre-empted by state law in these circumstances, so the federal government can prosecute 
criminal violations of federal cannabis laws despite the existence of state laws allowing such activity. The level of 
prosecutions of state-legal cannabis operations is entirely unknown; nonetheless the stated position of the current 
administration is hostile to legal cannabis, and furthermore may be changed at any time by the DOJ, to become even more 
aggressive. The Sessions Memorandum lays the groundwork for United States Attorneys to take their cues on enforcement 
priority from the federal law enforcement guidance set forth in the U.S. Attorney’s Manual (USAM). If the DOJ policy under 
Attorney General Jeff Sessions was to aggressively pursue financiers or equity owners of cannabis-related business, and 
United States Attorneys followed such DOJ policies through pursuing prosecutions, then the Company could face (i) seizure 
of its cash and other assets used to support or derived from its cannabis subsidiaries, (ii) the arrest of its employees, 
directors, officers, managers and investors, and charges of ancillary criminal violations of the Federal CSA for aiding and 
abetting and conspiring to violate the Federal CSA by virtue of providing financial support to cannabis companies that service 
or provide goods to state-licensed or permitted cultivators, processors, distributors, and/or retailers of cannabis. It remains 
to be seen whether the incoming Biden administration will alter the approach to enforcement of federal cannabis laws. 
 
Notably, current federal law (in the form of the Leahy Amendment) prevents the Department of Justice from expending funds 
to intervene with states’ rights to legalize cannabis for medical purposes. In the event Congress fails to renew this federal 
law in its next budget bill, the Leahy Amendment for medical cannabis operators will be void. Should the Leahy Amendment 
not be renewed upon expiration in subsequent spending bills there can be no assurance that the federal government will 
not seek to prosecute cases involving medical cannabis businesses that are otherwise compliant with state law. Such 
potential proceedings could involve significant restrictions being imposed upon the Company or third parties, while diverting 
the attention of key executives. Such proceedings could have a material adverse effect on the Company’s business, 
revenues, operating results and financial condition as well as the Company’s reputation, even if such proceedings were 
concluded successfully in favour of the Company. 
 
Now that the Cole Memorandum has been repealed, an aggressive federal prosecutor could allege that the Company and 
its Board and, potentially its shareholders, “aided and abetted” violations of federal law by providing finances and services 
to 6WIC and Affinity Farms Inc. Under these circumstances, it is possible that the federal prosecutor would seek to seize 
the assets of the Company, and to recover the “illicit profits” previously distributed to shareholders resulting from any of the 
foregoing financing or services. In these circumstances, the Company’s operations would cease, shareholders may lose 
their entire investment and directors, officers and/or shareholders may be left to defend any criminal charges against them 
at their own expense and, if convicted, be sent to federal prison. 
 
On January 12, 2018, the Canadian Securities Administrators issued a statement that they were considering whether the 
disclosure-based approach for issuers with U.S. cannabis-related activities remains appropriate in light of the rescission of 
the Cole Memorandum. On February 8, 2018 the Canadian Securities Administrators published a staff notice (Staff Notice 
51-352) setting out the Canadian Securities Administrator’s disclosure expectations for specific risks facing issuers with 
cannabis-related activities in the United States. Staff Notice 51-352 confirms that a disclosure-based approach remains 
appropriate for issuers with U.S. cannabis-related activities. Staff Notice 51-352 includes additional disclosure expectations 
that apply to all issuers with U.S. cannabis-related activities, including those with direct and indirect involvement in the 
cultivation and distribution of cannabis, as well as issuers that provide goods and services to third parties involved in the 
United States cannabis industry. 
 
There can be no assurance as to the position the new administration may take on cannabis and a new administration could 
decide to enforce the federal laws strongly. Any enforcement of current federal laws could cause significant financial damage 
to the Company and its shareholders. Further, future presidential administrations may want to treat marijuana differently and 
potentially enforce the federal laws more aggressively. 
 
Violations of any federal laws and regulations could result in significant fines, penalties, administrative sanctions, convictions 
or settlements arising from civil proceedings conducted by either the federal government or private citizens, or criminal 
charges, including, but not limited to, disgorgement of profits, cessation of business activities or divestiture. This could have 
a material adverse effect on the Company, including its reputation and ability to conduct business, its holding (directly or 
indirectly) of cannabis licenses in the United States, the listing of its securities on various stock exchanges, its financial 
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position, operating results, profitability or liquidity or the market price of its publicly traded common shares. In addition, it is 
difficult to estimate the time or resources that would be needed for the investigation of any such matters or its final resolution 
because, in part, the time and resources that may be needed are dependent on the nature and extent of any information 
requested by the applicable authorities involved, and such time or resources could be substantial. 

FDA Regulation of Cannabis and Industrial Hemp 

Cannabis remains a Schedule I controlled substance under U.S. federal law. If the U.S. federal government reclassifies 
cannabis to a Schedule II controlled substance, it is possible that the FDA would regulate it under the Food, Drug and 
Cosmetics Act of 1938 ("FDCA"). The FDA is responsible for ensuring public health and safety through regulation of food, 
drugs, supplements and cosmetics, among other products, through its enforcement authority pursuant to the FDCA. The 
FDA’s responsibilities include regulating the ingredients as well as the marketing and labeling of drugs sold in interstate 
commerce. Because cannabis is federally illegal to produce and sell in the U.S., and because it has no federally recognized 
medical uses, the FDA has historically deferred enforcement related to cannabis to the United States Drug Enforcement 
Agency ("DEA"); however, the FDA has enforced the FDCA with regard to dietary supplements and conventional foods 
containing CBD. The FDA has recently affirmed its authority to regulate CBD derived from both cannabis and industrial 
hemp, and its intention to develop a framework for regulating the production and sale of CBD derived from industrial hemp. 
Any regulations imposed by the FDA may hinder the development and growth of the cannabis and industrial hemp industries, 
which may adversely affect demand for the Company’s Affinity™ technology. 

State-Imposed Restrictions Regarding the Production of Hemp and Sale of CBD 

The Agriculture Improvement Act of 2018 (commonly known as the “2018 Farm Bill”) was signed into law on December 20, 
2018. The 2018 Farm Bill, among other things, removes “hemp” (including any part of the cannabis plant containing 0.3% 
THC or less), its extracts, derivatives, and cannabinoids from the Federal CSA definition of “marihuana”, and allows for 
federally-sanctioned hemp production under the purview of the USDA, in coordination with state departments of agriculture 
that elect to have primary regulatory authority. States and Tribal governments can adopt their own regulatory plans, even if 
more restrictive than federal regulations, so long as the plans meet minimum federal standards and are approved by the 
USDA. Accordingly, the production and sale of hemp and hemp products may be limited or restricted in some states. Hemp 
production in jurisdictions that do not choose to submit their own plans (and that do not otherwise prohibit hemp production) 
will be governed by USDA regulation. 
 
The USDA has stated that it will not begin approving state regulatory plans until the federal regulations have been 
promulgated. The USDA expects the federal regulations to be in place in time for the 2020 growing season. The 2018 Farm 
Bill also precludes states from prohibiting the transportation or shipment of hemp and hemp products that are produced 
under USDA-approved 2018 Farm Bill hemp programs. 
 
“Hemp” as defined in the 2018 Farm Bill, “means the plant Cannabis sativa L., and any part of that plant, including the seeds 
thereof and all derivatives, extracts, cannabinoids, isomers, acids, salts, and salts of isomers, whether growing or not with 
a THC concentration of not more than 0.3% on a dry weight basis.” While the 2018 Farm Bill removes hemp and hemp-
derived products from the controlled substances list under the Federal CSA, it does not legalize CBD in every circumstance. 
The 2018 Farm Bill does not require states to amend state-controlled substances laws and consequently, states are 
permitted to continue to classify hemp and/or CBD as a controlled substance under state law. In addition, CBD and other 
cannabinoids, if derived from marihuana as defined by the Federal CSA, remain a Schedule I substance under federal law. 
 
To date, the vast majority of states have passed legislation related to industrial hemp, and at least 41 states allow hemp 
cultivation and production programs. However, state approaches to regulation vary and some states have limited programs 
or restrictions on certain activity. For example, some states prohibit the sale of CBD products outside of marijuana 
businesses, while other states prohibit the sale of hemp-derived CBD products altogether. Other states have laws that 
criminalize all parts of the cannabis plant (including “hemp,” as defined under the 2018 Farm Bill) or significantly limit activity 
related to the cannabis plant (including “hemp,” as defined under the 2018 Farm Bill). A number of state laws and regulations, 
including in major markets such as California, New York, and Ohio, currently contain restrictions limiting the types of hemp-
derived products that may be sold and where such products may be sold. Accordingly, this patchwork of state laws may, for 
the foreseeable future, materially impact the development of the CBD market and demand for the Company’s cannabinoid 
separation technology, which may adversely affect the Company’s business and financial condition, and increase legal and 
compliance costs. 

Continued Applicability of the 2014 Farm Bill Pending the Implementation of the 2018 Farm Bill 

Section 7606 of the Agricultural Act of 2014 (the “2014 Farm Bill”) will remain in effect until one year after the USDA 
establishes regulations implementing the federal plans pursuant to the 2018 Farm Bill, at which point the 2014 Farm Bill will 
be repealed. The 2014 Farm Bill permits cultivation of hemp for research purposes (inclusive of market research) pursuant 
to state agricultural programs but leaves significant discretion to states as to how to implement such programs. In addition, 
the DEA, FDA and USDA have taken the position, as set forth in 2016 guidance (the “Statement of Principles”), that under 
the 2014 Farm Bill (i) industrial hemp products may be sold “[f]or purposes of marketing research…but not for the purpose 
of general commercial activity” and (ii) such products may only be sold within or among states with agricultural pilot programs 
that allow such activity, but not in states where such sales are prohibited. The Statement of Principles is not legally binding 
and is widely disputed as invalid by many, including members of Congress, on the grounds that it exceeds DEA’s authority 
and contravenes the intent of the 2014 Farm Bill. Moreover, to date, the Statement of Principles has only been minimally 
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enforced. However, as recently as February 27, 2019, the USDA referenced the Statement of Principles as “add itional 
guidance” that remains applicable to the 2014 Farm Bill. 
 
Because hemp has been removed from the definition of “marijuana" within the Federal CSA, the DEA can no longer assert 
authority over hemp and hemp products. Additionally, given the passage of the 2018 Farm Bill (which permits the commercial 
sale of Hemp and Hemp products produced in accordance with the 2018 Farm Bill and precludes states from prohibiting 
any interstate transportation or shipment of the same), it is also possible that the FDA and USDA will not enforce their 
position outlined in the Statement of Principles. 

Regulatory Compliance Requirements and FDA’s Position on CBD and Certain Other Hemp Products 

The 2018 Farm Bill expressly preserves the FDA’s authority to regulate certain products containing cannabis or cannabis-
derived compounds under the federal Food, Drug, and Cosmetic Act (“FDCA”). Certain provisions of the FDCA preclude a 
substance from being considered a food and prohibit a substance from being marketed as a dietary supplement or dietary 
ingredient if such substance has been approved by the FDA as a new drug, or if such substance has been authorized for 
investigation as a new drug (“IND”) for which substantial clinical investigations have been instituted and for which the 
existence of such investigations has been made public (the “Preclusion Rule”). Because CBD was the subject of public drug 
trials and is the active ingredient in an FDA-approved drug (Epidiolex), the FDA takes the position that it is unlawful under 
the FDCA to introduce food containing added CBD into interstate commerce, or to market CBD products as, or in, dietary 
supplements, regardless of whether the substances are hemp-derived. Additionally, the FDA requires a cannabis product 
(hemp-derived or otherwise) that is marketed with a claim of structure/function therapeutic benefit, or with any other disease 
claim, and therefore intended for use as a drug, to be approved by the FDA for its intended use before it may be introduced 
into interstate commerce. 
 
GW Pharmaceuticals’ (“GW”) investigational new drug application for Sativex, a cannabis-derived oral spray, was authorized 
by the FDA in 2006, likely triggering the Preclusion Rule as applied to dietary supplements, and GW initiated clinical trials 
in late 2007, triggering the Preclusion Rule as applied to food. Although the IND application and clinical investigations for 
Sativex predate the initial IND authorization for Epidiolex, Sativex has not yet received final FDA approval. However, on 
June 25, 2018, the FDA announced its official approval of GW’s application for its new drug, Epidiolex. Epidiolex is a CBD-
based oral solution developed for use in the treatment of seizures associated with two rare and severe forms of epilepsy, 
Lennox-Gastaut syndrome and Dravet syndrome. Although there are other FDA-approved drugs that contain synthetically 
produced THC, Epidiolex is the first FDA-approved drug that contains a purified drug substance derived from cannabis. 
Importantly, although substances that were marketed as a conventional food or dietary supplement before the new drug 
investigations were authorized or commenced are exempt from the Preclusion Rule, the FDA has concluded that, based on 
available evidence, this is not the case for CBD. Several states, including California, have followed the FDA’s position. 
Further, many state food and drug laws mirror, or are substantially similar, to the FDCA, and the laws of many states include 
additional policies or regulations prohibiting the sale of certain hemp and/or CBD products intended for human or animal 
consumption. 
 
The FDA’s position (as well as those state policies mirroring the FDA’s position) could materially impact the Company’s 
business and financial condition, limit the accessibility of certain state markets, cause confusion amongst regulators, and 
increase legal and compliance costs. 
 
In addition, on December 20, 2018, the same day the 2018 Farm Bill was signed into law, FDA Commissioner Scott Gottlieb, 
M.D., released a statement on the agency’s regulation of products containing cannabis and cannabis-derived compounds. 
The press release states that, “Congress explicitly preserved the agency’s current authority to regulate products containing 
cannabis or cannabis-derived compounds under the [FDCA] and section 351 of the Public Health Service Act. In doing so, 
Congress recognized the agency’s important public health role with respect to all the products it regulates. This allows the 
FDA to continue enforcing the law to protect patients and the public while also providing potential regulatory pathways for 
products containing cannabis and cannabis-derived compounds.” The agency also announced that it is exploring pathways 
to consider whether there are circumstances in which certain cannabis-derived compounds might be permitted in a food or 
dietary supplement, but reiterated the agency’s long-held position that certain provisions of the FDCA preclude CBD and 
THC from being used in food products and from being marketed as dietary supplements. Importantly, the FDA has authority 
to issue a regulation allowing the use of a pharmaceutical ingredient, such as CBD, in a food or dietary supplement, even if 
such pharmaceutical ingredient was not previously marketed as a food or dietary ingredient prior to the initiation of clinical 
drug trials. On November 26, 2019, the FDA issued a consumer update with respect to CBD that reiterated that it is illegal 
to market CBD by adding it to a food or labeling it as a dietary supplement and that some CBD products are being marketed 
with unproven medical claims and are of unknown quality. The FDA cautioned that CBD has the potential to cause harm, 
including liver injury, negatively affecting the metabolism of other drugs and causing serious side effects, and that use of 
CBD with alcohol or other central nervous system depressants increases the risk of sedation and drowsiness, which can 
lead to injuries. In the consumer update, the FDA noted that it continues to believe the drug approval process represents 
the best way to ensure that safe and effective new medicines, including any drugs derived from cannabis, are available to 
patients, and that it is evaluating the regulatory frameworks that apply to non-drug uses of cannabis-derived products. 
 
Failure to comply with the FDCA and applicable state law may result in, among other penalties, injunctions, product 
withdrawals, recalls, product seizures, fines and criminal prosecutions. Further, the Company's advertising is subject to 
regulation by both the Federal Trade Commission ("FTC") under the Federal Trade Commission Act and the FDA under the 
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FDCA and its regulations, in addition to other potentially applicable law. In recent years, the FTC has initiated numerous 
investigations of dietary and nutritional supplement products and companies based on allegedly deceptive or misleading 
claims. At any point, enforcement strategies of a given agency can change as a result of other litigation in the space or 
changes in political landscapes, and could result in increased enforcement efforts, which could materially impact the 
Company’s business. Additionally, some states also permit advertising and labeling laws to be enforced by their attorney 
general, who may seek relief for consumers, class action certifications, class-wide damages and product recalls of products 
sold by the Company. Any actions against the Company by governmental authorities or private litigants could have a material 
adverse effect on the Company’s business, financial condition and results of operations. 

U.S. State Regulatory Uncertainty 

The rulemaking process for cannabis operators at the state level in any state will be ongoing and result in frequent changes. 
As a result, a compliance program is essential to manage regulatory risk. All operating policies and procedures implemented 
in the operation will be compliance-based and derived from the state regulatory structure governing ancillary cannabis 
businesses and their relationships to state-licensed or permitted cannabis operators, if any. Notwithstanding the Company’s 
efforts, regulatory compliance and the process of obtaining regulatory approvals can be costly and time-consuming. 
 
In addition, local laws and ordinances could restrict the Company’s business activity. Although legal under the laws of the 
states in which the Company’s business will operate, local governments have the ability to limit, restrict, and ban cannabis 
businesses from operating within their jurisdiction. Land use, zoning, local ordinances, and similar laws could be adopted or 
changed, and have a material adverse effect on the Company’s business. 
 
The Company is aware that multiple states are considering special taxes or fees on businesses in the cannabis industry. It 
is a potential yet unknown risk at this time that other states are in the process of reviewing such additional fees and taxation. 
This could have a material adverse effect upon the Company’s business, results of operations, financial condition or 
prospects. 

Access to Banking Services in the United States 

In February 2014, the Financial Crimes Enforcement Network ("FinCEN") bureau of the U.S. Treasury Department issued 
guidance with respect to financial institutions providing banking services to cannabis businesses, including burdensome due 
diligence expectations and reporting requirements. This guidance does not provide any safe harbors or legal defenses from 
examination or regulatory or criminal enforcement actions by the DOJ, FinCEN or other federal regulators. Thus, most banks 
and other financial institutions in the U.S. do not appear to be comfortable providing banking services to cannabis-related 
businesses, or relying on this guidance, which can be amended or revoked at any time by the Trump Administration. Further, 
due to the rescission of the Cole Memo by Attorney General Sessions in January 2018, the guidance issued by FinCEN is 
now less certain and the Trump administration and/or agencies of the federal government could rescind or modify such 
guidance at any time. 
 
In addition to the foregoing, banks in the U.S. generally refuse to process debit card payments and credit card companies 
generally refuse to process credit card payments for cannabis-related businesses. As a result, the Company may have 
limited access to banking or other financial services in the U.S., and may have to operate the Company’s U.S. business or 
portions thereof on a cash basis, or rely on obtaining banking services in Canada. The inability or limitation in the Company 
ability to open or maintain bank accounts in the U.S. or obtain other banking services, may make it difficult for the Company 
to operate and conduct its business. 

Anti-Money Laundering Matters 

The Company is subject to a variety of laws and regulations domestically and in the United States that involve money 
laundering, financial recordkeeping and proceeds of crime, including the U.S. Currency and Foreign Transactions Reporting 
Act of 1970 (commonly known as the Bank Secrecy Act), as amended by Title III of the Uniting and Strengthening America 
by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), the Proceeds 
of Crime (Money Laundering) and Terrorist Financing Act (Canada), the Criminal Code (Canada), as amended and the rules 
and regulations thereunder, and any related or similar rules, regulations or guidelines, issued, administered or enforced by 
governmental authorities in the United States and Canada. 
 
In its February 2014 memorandum, FinCEN stated that in some circumstances, it may not be appropriate to prosecute banks 
that provide services to cannabis-related businesses for violations of federal money laundering laws. It refers to 
supplementary guidance that former Deputy Attorney General Cole issued to federal prosecutors relating to the prosecution 
of money laundering offenses predicated on cannabis-related violations of the Federal CSA. It is unclear at this time whether 
the incoming administration will follow the guidelines of the FinCEN Memorandum. Under U.S. federal law, banks or other 
financial institutions that provide a cannabis-related business with a checking account, debit or credit card, small business 
loan, or any other service could be found guilty of money laundering, aiding and abetting, or conspiracy. While this risk 
would appear to be diminished because Hemp-related activities that are in compliance with the 2014 and/or 2018 Farm Bill 
are not in violation of the Federal CSA, there is no certainty that such is the case. 
 
If any of the Company’s investments, or any proceeds thereof, any dividends or distributions therefrom, or any profits or 
revenues accruing from such investments in the United States or Canada were found to be in violation of money laundering 
legislation or otherwise, such transactions may be viewed as proceeds of crime under one or more of the statutes noted 
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above or any other applicable legislation. This could restrict or otherwise jeopardize the ability of the Company to declare or 
pay dividends, effect other distributions or subsequently repatriate such funds back to Canada. Furthermore, while the 
Company has no current intention to declare or pay dividends on the Company Shares in the foreseeable future, the 
Company may decide or be required to suspend declaring or paying dividends without advance notice and for an indefinite 
period of time. 

Risk of RICO Prosecution or Civil Liability 

The Racketeer Influenced Corrupt Organizations Act (“RICO”) criminalizes the use of any profits from certain defined 
“racketeering” activities in interstate commerce. While intended to provide an additional cause of action against organized 
crime, due to the fact that cannabis is illegal under U.S. federal law, the production and sale of cannabis qualifies cannabis-
related businesses as “racketeering” as defined by RICO. As such, all officers, managers and owners in a cannabis related 
business could be subject to criminal prosecution under RICO, which carries substantial criminal penalties. 
 
RICO can create civil liability as well: persons harmed in their business or property by actions which would constitute 
racketeering under RICO often have a civil cause of action against such “racketeers,” and can claim triple their amount of 
estimated damages in attendant court proceedings. The Company as well as its officers, managers and owners could all be 
subject to civil claims under RICO. 

Risk of Civil Asset Forfeiture 

Because the cannabis industry remains illegal under U.S. federal law, any property owned by participants in the cannabis 
industry which are either used in the course of conducting such business, or are the proceeds of such business, could be 
subject to seizure by law enforcement and subsequent civil asset forfeiture. Even if the owner of the property were never 
charged with a crime, the property in question could still be seized and subject to an administrative proceeding by which, 
with minimal due process, it could be subject to forfeiture. 
 
Unfavorable tax treatment of cannabis businesses 
 
Under Section 280E (“Section 280E”) of the U.S. Internal Revenue Code of 1986 as amended (the “U.S. Tax Code”), “no 
deduction or credit shall be allowed for any amount paid or incurred during the taxable year in carrying on any trade or 
business if such trade or business (or the activities which comprise such trade or business) consists of trafficking in controlled 
substances (within the meaning of Schedule I and II of the Federal CSA) which is prohibited by Federal law or the law of 
any State in which such trade or business is conducted.” This provision has been applied by the U.S. Internal Revenue 
Service (the “IRS”) to cannabis operations, prohibiting them from deducting expenses directly associated with the sale of 
cannabis. Although the IRS issued a clarification allowing the deduction of certain expenses, the scope of such items is 
interpreted very narrowly, and the bulk of operating costs and general administrative costs are not permitted to be deducted. 
While there are currently several pending cases before various administrative and federal courts challenging these 
restrictions, there is no guarantee that these courts will issue an interpretation of Section 280E favorable to cannabis 
businesses. Therefore, a minor non-compliance with applicable statutes and associated regulations related to the cannabis 
industry could result in the Company’s inability to deduct certain expenses and significant tax liabilities. 
 
EACH SHAREHOLDER SHOULD SEEK TAX ADVICE, BASED ON SUCH SHAREHOLDER’S PARTICULAR 
CIRCUMSTANCES, FROM AN INDEPENDENT TAX ADVISOR. 
 

Risks Related to the Regulatory Environment in Canada in Relation to the Business of the Company 

Risks Related to the Ability to Trade Securities in Canada: 
 
For the reasons set forth above, the Company’s existing interests in the United States cannabis market may become the 
subject of heightened scrutiny by regulators, stock exchanges, clearing agencies and other authorities in Canada. It has 
been reported by certain publications in Canada that the Canadian Depository for Securities Limited may implement policies 
that would see its subsidiary, CDS Clearing and Depository Services Inc. (“CDS”), refuse to settle trades for cannabis issuers 
that have investments in the United States. CDS is Canada’s central securities depository, clearing and settlement hub 
settling trades in the Canadian equity, fixed income and money markets. The TMX Group, the owner and operator of CDS, 
subsequently issued a statement on August 17, 2017 reaffirming that there is no CDS ban on the clearing of securities of 
issuers with cannabis-related activities in the United States, despite media reports to the contrary and that the TMX Group 
was working with regulators to arrive at a solution that will clarify this matter, which would be communicated at a later time. 
 
On February 8, 2018, following discussions with the Canadian Securities Administrators (“CSA ”) and recognized Canadian 
securities exchanges, the TMX Group announced the signing of a Memorandum of Understanding (“TMX MOU”) with 
Aequitas NEO Exchange Inc., the CSE, the Toronto Stock Exchange, and the TSX Venture Exchange. The TMX MOU 
outlines the parties’ understanding of Canada’s regulatory framework applicable to the rules, procedures, and regulatory 
oversight of the exchanges and CDS as it relates to issuers possible cannabis-related activities in the United States. The 
TMX MOU confirms, with respect to the clearing of listed securities, that CDS relies on the exchanges to review the conduct 
of listed issuers. As a result, there would be no CDS ban on the clearing of securities of issuers with possible cannabis-
related activities in the United States. However, there can be no guarantee that this approach to regulation will continue in 
the future. If such a ban were to be implemented, it would have a material adverse effect on the ability of holders of the 



 

 

 

 

 

P a g e  | 28 

 

 

Issuer Shares to make and settle trades. In particular, the Issuer Shares would become highly illiquid within the US as until 
an alternative was implemented, investors would have no ability to affect a trade of the issuer Shares through the facilities 
of a stock exchange. 
 
Shareholders and potential investors are cautioned that: 
 

• The activities of the Company are subject to evolving regulation that is subject to changes by governmental 
authorities in Canada and the US; and 

• Although the TMX MOU confirms that there is currently no CDS ban on the clearing of securities of issuers with 
cannabis-related activities in the United States, there can be no guarantee that this approach to regulation will 
continue in the future. 

 
Risks Associated from Additional Scrutiny by Canadian Regulators 
 
For the reasons set forth above, the Company’s business in the United States may become the subject of heightened 
scrutiny by regulators, stock exchanges and other authorities in Canada. As a result, the Company may be subject to 
significant direct and indirect interaction with public officials. There can be no assurance that this heightened scrutiny will 
not in turn lead to the imposition of certain restrictions on the Company’s ability operate in the United States. 
 
Increased scrutiny by the Canadian regulators is likely to increase the cost of compliance and may adversely affect the 
profitability of the business of the Company. 

Currency Fluctuations 

Due to the Company’s present operations in the United States, and its intention to continue future operations outside 
Canada, the Company is expected to be exposed to significant currency fluctuations. Recent events in the global financial 
markets have been coupled with increased volatility in the currency markets. All or substantially all of the Company’s revenue 
will be earned in US dollars, but a portion of its operating expenses are incurred in Canadian dollars. The Company does 
not have currency hedging arrangements in place and there is no expectation that the Company will put any currency 
hedging arrangements in place in the future. Fluctuations in the exchange rate between the US dollar and the Canadian 
dollar, may have a material adverse effect on the Company’s business, financial position or results of operations. 
 
Environmental Risk 
 
Although all testing to date has shown that the IXOS® and AffinityTM technology is benign in the environment, the IXOS® 
and AffinityTM technology has not yet been approved for use by regulatory agencies (in jurisdictions where such approval 
may be required) and it has not been tested in all conditions for which there might be unanticipated reactions. If there are 
regulatory issues or unknown environmental impacts, the business plan of the Company could be negatively affected. 
 
Attracting and Retaining Quality Employees 
 
The Company’s business is dependent upon attracting and retaining quality employees with the skills required particularly 
with respect to teaching. The inability of the Company to hire, train and retain employees may adversely affect operations 
and could have an adverse effect on sales. The Company’s ability to meet its labour needs while controlling the costs 
associated with hiring and training new employees is subject to external factors such as unemployment levels, prevailing 
wage rates, government legislation and changing demographics. Changes that adversely impact the Company’s ability to 
attract and retain quality employees could adversely affect its business. 
 
Competition 
 
The Company will compete with companies and firms that have substantially greater financial and technical resources than 
the Company in respect of the development of technologies and the recruitment and retention of qualified employees and 
other service providers. The Company’s IXOS®, AffinityTM and AMIPs products are intended to compete with a long-
established technology with substantial existing market participants. There can be no assurance that the Company will be 
successful in convincing mining companies to adopt the Company’s technology. The cannabinoid extraction industry is very 
early stage, with unknown demand for the Company’s technology, and with limited ability to identify potentially competing 
technologies that may be under development by other companies. 
 
Foreign Country Risks 
 
The Company’s product development and sales activities related to the mineral resource sector are frequently tied to mine 
sites, which may be located in countries with social, political and economic policies that differ from Canada’s or those of the 
U.S. Governmental policies may be adopted to discourage foreign investment; nationalization of certain industries may 
occur; and other unforeseen limitations, restrictions or requirements may be implemented. There can be no assurance that 
the Company’s assets will not be subject to nationalization, expropriation, requisition or confiscation, whether legitimate or 
not, by any authority or body. There can also be no assurance that adverse developments such as terrorism, military 
repression, civil unrest, crime, extreme fluctuations in currency exchange rates or high inflation will not occur. 
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Dependence on Management 
 
The Company will be very dependent upon the personal efforts and commitment of its management. To the extent that 
management’s services are unavailable for any reason, a disruption to the operations of the Company could result and other 
persons would be required to manage and operate the Company. 
 
Price Volatility of Common Shares  
 
The market price of the Common Shares may be subject to wide fluctuations in response to many factors, including 
variations in the operating results of the Company and its subsidiaries, divergence in financial results from analysts’ 
expectations, changes in earnings estimates by stock market analysts, changes in the business prospects for the Company 
and its subsidiaries, general economic conditions, legislative changes, and other events and factors outside of the 
Company’s control.  
 
In recent years, the securities markets in the U.S. and Canada have experienced a high level of price and volume volatility, 
and the market prices of securities of many companies have experienced wide fluctuations in price which have not 
necessarily been related to the operating performance, underlying asset values or prospects of such companies. There can 
be no assurance that fluctuations in price of the Common Shares will not occur. The market price of the Common Shares 
could be subject to significant fluctuations in response to variations in quarterly and annual operating results, the results of 
any public announcements the Company makes, general economic and political conditions, and other factors. Increased 
levels of volatility and resulting market turmoil may adversely impact the price of the Common Shares. 
 
The COVID-19 outbreak, and the response of governmental authorities to try to limit it, are having a significant impact on 
the securities markets in the U.S. and Canada. Since the COVID-19 outbreak commenced, the securities markets in the 
U.S. and Canada have experienced a high level of price and volume volatility and wide fluctuations in the market prices of 
securities of many companies, which have not necessarily been related to the operating performance, underlying asset 
values or prospects of such companies. The speed with which the COVID-19 situation is developing and the uncertainty of 
its magnitude, outcome and duration may adversely impact the price of the Common Shares.  
 
Limited Market for Securities 
 
The Company’s Common Shares are listed on the CSE. There can be no assurance that an active and liquid market for the 
Common Shares will be maintained and an investor may find it difficult to resell any securities of the Company. 
 
Dilution 
 
The Company may issue additional securities in the future, which may dilute a shareholder’s holdings in the Company and 
the Company’s revenue per share. The Board has discretion to determine the price and the terms of further issuances. 
Moreover, additional Common Shares will be issued by the Company on the exercise of Options under the Company’s 
Option plan and upon the exercise of the outstanding Warrants. The Company may also issue Common Shares to finance 
future acquisitions. The Company cannot predict the size of future issuances of Common Shares or the effect that future 
issuances and sales of Common Shares will have on the market price of the Common Shares. Issuances of a substantial 
number of additional Common Shares, or the perception that such issuances could occur, may adversely affect prevailing 
market prices for the Common Shares. 
 
Conflicts of Interest 
 
The Company’s directors and officers may serve as directors and officers, or may be associated with other reporting 
companies or have significant shareholdings in other public companies. To the extent that such other companies may 
participate in business or asset acquisitions, dispositions, or ventures in which the Company may participate, the directors 
and officers of the Company may have a conflict of interest in negotiating and concluding terms respecting the transaction. 
If a conflict of interest arises, the Company will follow the provisions of the BCBCA in dealing with conflicts of interest. These 
provisions state, where a director/officer has such a conflict, that the director/officer must at a meeting of the board, disclose 
his or her interest and refrain from voting on the matter unless otherwise permitted by BCBCA. In accordance with the laws 
of the Province of British Columbia, the directors and officers of the Company are required to act honestly, in good faith and 
in the best interests of the Company. 
 
Dividends 
 
The Company has not declared or paid any dividends on its Common Shares and does not currently have a policy on the 
payment of dividends. For the foreseeable future, the Company anticipates that it will retain future earnings and other cash 
resources for the operation and developments of its business. The payment of any future dividends will depend upon 
earnings and the Company’s financial condition, current and anticipated cash needs and such other factors as the directors 
of the Company consider appropriate. 
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Costs and Compliance Risks 
 
As a public company, there are costs associated with legal, accounting and other expenses related to regulatory compliance. 
Securities legislation and the rules and policies of the CSE require listed companies to, among other things, adopt corporate 
governance and related practices, and to continuously prepare and disclose material information, all of which add to a 
company’s legal and financial compliance costs. The Company may also elect to devote greater resources than it otherwise 
would have on communication and other activities typically considered important by publicly traded companies. 
 
The Company also expects these rules and regulations may make it more difficult and more expensive for it to obtain director 
and officer liability insurance, and it may be required to accept reduced policy limits and coverage or incur substantially 
higher costs to obtain the same or similar coverage. As a result, it may be more difficult for the Company to attract and retain 
qualified individuals to serve on its board of directors or as executive officers. 
 
Further, there are fees associated with acquiring, and renewing, licenses. However, the specific amount of such fees has 
yet to be determined and may vary based on several factors. There are no assurances that, when the applicable time comes, 
the Company will have the capital necessary to acquire (or continue to renew) the licenses necessary to carry out its 
business plan. Given the necessity of such licenses, failure to possess the necessary licenses (regardless of the reason) 
would have a material impact on the financial condition of the Company. 
 
Internal Controls 
 
Effective internal controls are necessary for the Company to provide reliable financial reports and to help prevent fraud. 
Although the Company will undertake a number of procedures and will implement a number of safeguards, in each case, in 
order to help ensure the reliability of its financial reports, including those imposed on the Company under Canadian securities 
law, the Company cannot be certain that such measures will ensure that the Company will maintain adequate control over 
financial processes and reporting. Failure to implement required new or improved controls, or difficulties encountered in their 
implementation, could harm the Company’s results of operations or cause it to fail to meet its reporting obligations, which 
could result in the issuance of cease trade orders by securities regulators and limit trading in the Company’s securities. If 
the Company or its auditors discover a material weakness, the disclosure of that fact, even if quickly remedied, could reduce 
the market’s confidence in the Company’s consolidated financial statements and materially adversely affect the trading price 
of the Company’s securities. 
 
Insurance 
 
The Company’s business activities involve numerous risks, including unexpected or unusual operating conditions and other 
environmental occurrences and political and social instability. It is not always possible to obtain insurance against all such 
risks and the Company may decide not to insure against certain risks as a result of high premiums or other reasons. Should 
such liabilities arise, they could negatively affect the Company’s profitability and financial position and the value of the 
Common Shares. The Company does not maintain insurance against environmental risks. 
 
Further, because the Company’s technology development activities include the cannabis industry as a potential application, 
it may have a difficult time obtaining the various insurances that are desired to operate this portion of its business, which 
may expose it to additional risk and financial liabilities. Insurance that is otherwise readily available, such as workers 
compensation, general liability, and directors and officers insurance, may be more difficult for the Company to find, and more 
expensive, if the Company is considered to be engaged in the cannabis industry. There are no guarantees that the Company 
will be able to find such insurances in the future, or that the cost will be affordable to the Company. If the Company is forced 
to go without such insurances, that may prevent or inhibit it from entering into certain business sectors, or cause it to make 
more cautious business decisions, which may inhibit its growth, and may expose it to additional risk and financial liabilities. 
 
Lithium Demand  
 
The Company owns 100% of Geolithic Corp., and has granted Geolithic an exclusive license to use the Company’s MIP 
technology for the extraction of lithium. The Company’s ability to derive revenues from the application of its technology to 
the extraction of lithium will depend on the successful development of technology for this application and Geolithic’s ability 
to achieve revenues through the direct extraction and sale of lithium, through the provision of extraction services to lithium 
producers or through the further sublicensing of the technology for use by lithium producers. 
 
Lithium is considered an industrial mineral and the sales prices for the different lithium compounds are not public. Lithium is 
not a traded commodity like base and precious metals. Sales agreements are negotiated on an individual and private basis 
with each different end-user. There are a limited number of producers of lithium compounds and it is possible that these 
existing producers will try to prevent new-comers from entering the chain of supply by increasing their production capacity 
and lowering sales prices. Factors such as foreign currency fluctuation, supply and demand, industrial disruption and actual 
lithium market sale prices could have an adverse impact on Geolithic’s operating costs and on the Company’s ability to fund 
its activities. 
 
Unfavorable Publicity or Consumer Perception 
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The legal cannabis industry in the U.S. is at an early stage of its development. Cannabis has been, and is expected to 
continue to be, a controlled substance for the foreseeable future. Consumer perceptions regarding legality, morality, 
consumption, safety, efficacy and quality of cannabis are mixed and evolving. Consumer perception can be significantly 
influenced by scientific research or findings, regulatory investigations, litigation, media attention and other publicity regarding 
the consumption of cannabis products. There can be no assurance that future scientific research, findings, regulatory 
proceedings, litigation, media attention or other research findings or publicity will be favorable to the cannabis market or any 
particular product, or consistent with earlier publicity. Future research reports, findings, regulatory proceedings, litigation, 
media attention or other publicity that are perceived as less favorable than, or that question, earlier research reports, findings 
or publicity could have a material adverse effect on the demand for cannabis and on the business, results of operations, 
financial condition and cash flows of the Company and its subsidiaries. Further, adverse publicity, reports or other media 
attention regarding cannabis in general, or associating the consumption of cannabis with illness or other negative effects or 
events, could have such a material adverse effect. 
 
Public opinion and support for medical and adult use cannabis use has traditionally been inconsistent and varies from 
jurisdiction to jurisdiction. While public opinion and support appears to be rising for legalizing medical and adult use cannabis, 
it remains a controversial issue subject to differing opinions surrounding the level of legalization (for example, medical 
cannabis as opposed to legalization in general). 
 
The ability to gain and increase market acceptance of Company’s products may require the Company or its subsidiaries to 
establish and maintain its brand name and reputation. In order to do so, substantial expenditures on product development, 
strategic relationships and marketing initiatives may be required. There can be no assurance that these initiatives will be 
successful and their failure may have an adverse effect on the Company or its subsidiaries. 
 
Further, a shift in public opinion may also result in a significant influence over the regulation of the cannabis industry in 
Canada, the U.S. or elsewhere. A negative shift in the perception of the public with respect to medical cannabis in the U.S. 
or any other applicable jurisdiction could affect future legislation or regulation. Among other things, such a shift could cause 
state jurisdictions to abandon initiatives or proposals to legalize medical cannabis, thereby limiting the number of new state 
jurisdictions into which the Company could expand. Any inability to fully implement the Company’s expansion strategy may 
have a material adverse effect on its business, financial condition and results of operations. 
 
Negative Cash Flow for the Foreseeable Future 
 
The Company has no history of earnings or cash flow from operations. The Company does not expect to generate material 
revenue or achieve self-sustaining operations for several years, if at all. To the extent that the Company has negative cash 
flow in future periods, the Company may need to allocate a portion of its cash reserves to fund such negative cash flow. 
 
The Company’s actual financial position and results of operations may differ materially from the expectations of the 
Company’s management. 
 
The Company’s actual financial position and results of operations may differ materially from management’s expectations. 
The Company may experience some changes in its operating plans and certain delays in the timing of its plans. As a result, 
the Company’s revenue, net income and cash flow could differ materially from the Company’s projected revenue, net income 
and cash flow. The process for estimating the Company’s revenue, net income and cash flow requires the use of judgment 
in determining the appropriate assumptions and estimates. These estimates and assumptions may be revised as additional 
information becomes available and as additional analyses are performed. In addition, the assumptions used in planning may 
not prove to be accurate, and other factors may affect the Company’s financial condition or results of operations. 
 
The Company expects to incur significant ongoing costs and obligations related to its investment in infrastructure, growth, 
regulatory compliance and operations. 
 
The Company expects to incur significant ongoing costs and obligations related to its investment in infrastructure and growth 
and for regulatory compliance, which could have a material adverse impact on the Company’s results of operations, financial 
condition and cash flows. In addition, future changes in regulations, more vigorous enforcement thereof or other 
unanticipated events could require extensive changes to the Company’s operations, increased compliance costs or give 
rise to material liabilities, which could have a material adverse effect on the business, results of operations and financial 
condition of the Company. The Company’s efforts to grow its business may be costlier than expected, and the Company 
may not be able to increase its revenue enough to offset its higher operating expenses. We may incur significant losses in 
the future for a number of reasons, including the other risks described in this AIF, and unforeseen expenses, difficulties, 
complications and delays, and other unknown events. If we are unable to achieve and sustain profitability, the market price 
of the Common Shares may significantly decrease. 
 
There are factors which may prevent the Company from the realization of growth targets. 
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The Company is currently in the early development stage. There is a risk that additional resources will not be achieved on 
time, on budget, or at all, as they can be adversely affected by a variety of factors, including some that are discussed 
elsewhere in these “Risk Factors” and the following: 

• delays in obtaining, or conditions imposed by various governmental agencies regarding regulatory, environmental, 
construction approvals and commercial cannabis licensing; 

• evolving legal landscape of a newly implemented cannabis regulatory scheme; 

• legal uncertainty caused by a lack of uniformity between state and U.S. federal authorities and policies coupled 
with the uncertainty of future U.S. federal legislation regarding the classification of marijuana as a controlled 
substance; 

• the potential federal enforcement of relevant federal laws prohibiting the production and sale of marijuana; 

• future increases to the costs of maintaining regulatory compliance; 

• facility design errors; 

• environmental pollution; non-performance by third party contractors; increases in materials or labour costs; 
construction performance falling below expected levels of output or efficiency; 

• breakdown, aging or failure of equipment or processes; 

• contractor or operator errors; 

• operational inefficiencies; 

• labour disputes, disruptions or declines in productivity; inability to attract sufficient numbers of qualified workers; 
disruption in the supply of energy and utilities; 

• major incidents and/or catastrophic events such as fires, earthquakes, floods, explosions or 

• storms; and 

• securing adequate financing. 
 
The size of the Company’s target market is difficult to quantify and investors will be reliant on their own estimates on the 
accuracy of market data. 
 
Because the cannabis industry is in a nascent stage with uncertain boundaries, there is a lack of information about 
comparable companies available for potential investors to review in deciding about whether to invest in the Company and, 
few, if any, established companies whose business model the Company can follow or upon whose success the Company 
can build. Accordingly, investors will have to rely on their own estimates in deciding about whether to invest in the Company. 
There can be no assurance that the Company’s estimates are accurate or that the market size is sufficiently large for its 
business to grow as projected, which may negatively impact its financial results. The Company regularly purchases and 
follows market research. 
 
The Company could be liable for fraudulent or illegal activity by its employees, contractors and consultants resulting in 
significant financial losses to claims against the Company. 
 
The Company is exposed to the risk that its employees, independent contractors and consultants may engage in fraudulent 
or other illegal activity. Misconduct by these parties could include intentional, reckless and/or negligent conduct or disclosure 
of unauthorized activities to the Company that violates: (i) government regulations; (ii) manufacturing standards; (iii) federal 
and provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the true, complete, and accurate 
reporting of financial information or data. It is not always possible for the Company to identify and deter misconduct by its 
employees and other third parties, and the precautions taken by the Company to detect and prevent this activity may not be 
effective in controlling unknown or unmanaged risks or losses or in protecting the Company from governmental 
investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws or regulations. If any 
such actions are instituted against the Company, and it is not successful in defending itself or asserting its rights, those 
actions could have a significant impact on the business, including the imposition of civil, criminal and administrative penalties, 
damages, monetary fines, contractual damages, reputational harm, diminished profits and future earnings, and curtailment 
of the Company’s operations, any of which could have a material adverse effect on the Company’s business, financial 
condition and results of operations. 
 
The Company may be subject to product recalls for product defects self-imposed or imposed by regulators. 
 
Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a variety of 
reasons, including product defects, such as contamination, unintended harmful side effects or interactions with other 
substances, packaging safety and inadequate or inaccurate labelling disclosure. If any of the Company’s products are 
recalled due to an alleged product defect or for any other reason, the Company could be required to incur the unexpected 
expense of the recall and any legal proceedings that might arise in connection with the recall. The Company may lose a 
significant amount of sales and may not be able to replace those sales at an acceptable margin or at all. In addition, a 
product recall may require significant management attention. Although the Company has detailed procedures in place for 
testing its products, there can be no assurance that any quality, potency or contamination problems will be detected in time 
to avoid unforeseen product recalls, regulatory action or lawsuits. Additionally, if one of the Company’s significant brands 
were subject to recall, the image of that brand and the Company could be harmed. A recall for any of the foregoing reasons 
could lead to decreased demand for the Company’s products and could have a material adverse effect on the results of 
operations and financial condition of the Company. Additionally, product recalls may lead to increased scrutiny of the 
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Company’s operations by Health Canada or other regulatory agencies, requiring further management attention and potential 
legal fees and other expenses. 
 
Protection and Enforcement of Intellectual Property Rights 
 
The Company regards the protection of its copyrights, service marks, trademarks, trade dress and trade secrets as critical 
to its future success and relies on a combination of copyright, trademark, service mark and trade secret laws and contractual 
restrictions to establish and protect its proprietary rights in products and services. The Company has entered into 
confidentiality and invention assignment agreements with its officers and contractors, and nondisclosure agreements with 
parties with which it conducts business in order to limit access to and disclosure of its proprietary information. There can be 
no assurance that these contractual arrangements or the other steps taken by the Company to protect its intellectual property 
will prove sufficient to prevent misappropriation of the Company’s technology or to deter independent third party 
development of similar technologies. 
 
To date, the Company has not been notified that its technologies infringe the proprietary rights of third parties, but there can 
be no assurance that third parties will not claim infringement by the Company with respect to past, current or future 
technologies. The Company expects that participants in its markets will be increasingly subject to infringement claims as 
the number of services and competitors in the Company’s industry segment grows. Any such claim, whether meritorious or 
not, could be time consuming, result in costly litigation, cause service upgrade delays or require the Company to enter into 
royalty or licensing agreements. Such royalty or licensing agreements might not be available on terms acceptable to the 
Company or at all. As a result, any such claim could have a material adverse effect upon the Company’s business, results 
of operations and financial condition. 
 
The Company will be reliant on information technology systems and may be subject to damaging cyberattacks. 
 
The Company has entered into agreements with third parties for hardware, software, telecommunications and other 
information technology (“IT”) services in connection with its operations. The Company’s operations depend, in part, on how 
well it and its suppliers protect networks, equipment, IT systems and software against damage from a number of threats, 
including, but not limited to, cable cuts, damage to physical plants, natural disasters, intentional damage and destruction, 
fire, power loss, hacking, computer viruses, vandalism and theft. The Company’s operations also depend on the timely 
maintenance, upgrade and replacement of networks, equipment, IT systems and software, as well as pre-emptive expenses 
to mitigate the risks of failures. Any of these and other events could result in information system failures, delays and/or 
increase in capital expenses. The failure of information systems or a component of information systems could, depending 
on the nature of any such failure, adversely impact the Company’s reputation and results of operations. The Company has 
not experienced any material losses to date relating to cyber-attacks or other information security breaches, but there can 
be no assurance that the Company will not incur such losses in the future. The Company’s risk and exposure to these 
matters cannot be fully mitigated because of, among other things, the evolving nature of these threats. As a result, cyber 
security and the continued development and enhancement of controls, processes and practices designed to protect 
systems, computers, software, data and networks from attack, damage or unauthorized access is a priority. As cyber threats 
continue to evolve, the Company may be required to expend additional resources to continue to modify or enhance protective 
measures or to investigate and remediate any security vulnerabilities. 
 
Litigation Risks 
 
The Company may become party to litigation from time to time in the ordinary course of business which could adversely 
affect its business. Should any litigation in which the Company becomes involved be determined against the Company such 
a decision could adversely affect the Company’s ability to continue operating and the market price for the Common Shares. 
Even if the Company is involved in litigation and wins, litigation can redirect significant company resources. 
 
Commercial success of the Company will depend in part on not infringing upon the patents and proprietary rights of other 
parties and enforcing its own patents and proprietary rights against others. The research and development programs will be 
in highly competitive fields in which numerous third parties have issued patents and pending patent applications with claims 
closely related to the subject matter of the Company’s programs. The Company is not currently aware of any litigation or 
other proceedings or claims by third parties that its technologies or methods infringe on their intellectual property. 
 
While it is the practice of the Company to undertake pre-filing searches and analyses of developing technologies, they 
cannot guarantee that they have identified ever patent or patent application that maybe relevant to the research, 
development, or commercialization of its products. Moreover, the Company can provide no assurance that third parties will 
not assert valid, erroneous, or frivolous patent infringement claims. 
 
Sufficiency of Capital 
 
Should the Company’s costs and expenses prove to be greater than currently anticipated, or should the Company change 
its current business plan in a manner that will increase or accelerate its anticipated costs and expenses, the depletion of its 
working capital would be accelerated. To the extent it becomes necessary to raise additional cash in the future as its current 
cash and working capital resources are depleted, the Company will seek to raise it through the public or private sale of 
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assets, debt or equity securities, the procurement of advances on contracts or licenses, funding from joint-venture or 
strategic partners, debt financing or short-term loans, or a combination of the foregoing. The Company may also seek to 
satisfy indebtedness without any cash outlay through the private issuance of debt or equity securities. The Company cannot 
guarantee that it will be able to secure the additional cash or working capital it may require to continue our operations. 
Failure by the Company to obtain additional cash or working capital on a timely basis and in sufficient amounts to fund its 
operations or to make other satisfactory arrangements may cause the Company to delay or indefinitely postpone certain of 
its activities, including potential acquisitions, or to reduce or delay capital expenditures, sell material assets, seek additional 
capital (if available) or seek compromise arrangements with its creditors. The foregoing could materially and adversely 
impact the business, operations, financial condition and results of operations of the Company. 
 
Risks Associated with Future Acquisitions 
 
If appropriate opportunities present themselves, the Company intends to acquire businesses, technologies, services or 
products that the Company believes are strategic. The Company currently has no understandings, commitments, or 
agreements with respect to any other material acquisition and no other material acquisition is currently being pursued. There 
can be no assurance that the Company will be able to identify, negotiate or finance future acquisitions successfully, or to 
integrate such acquisitions with its current business. The process of integrating an acquired business, technology, service, 
or product into the Company may result in unforeseen operating difficulties and expenditures and may absorb significant 
management attention that would otherwise be available for ongoing development of the Company’s business. Future 
acquisitions could result in potentially dilutive issuances of equity securities, the incurrence of debt, contingent liabilit ies 
and/or amortization expenses related to goodwill and other intangible assets, which could materially adversely affect the 
Company’s business, results of operations and financial condition. Any such future acquisitions of other businesses, 
technologies, services or products might require the Company to obtain additional equity or debt financing, which might not 
be available on terms favourable to the Company, or at all, and such financing, if available, might be dilutive. 
 
Global Economy Risk 
 
The ongoing economic slowdown and downturn of global capital markets has generally made the raising of capital by equity 
or debt financing more difficult. Access to financing has been negatively impacted by the ongoing global economic risks. As 
such, the Company is subject to liquidity risks in meeting our development and future operating cost requirements in 
instances where cash positions are unable to be maintained or appropriate financing is unavailable. These factors may 
impact the Company’s ability to raise equity or obtain loans and other credit facilities in the future and on terms favourable 
to the Company. If uncertain market conditions persist, the Company’s ability to raise capital could be jeopardized, which 
could have an adverse impact on the Company’s operations and the trading price of the Common Shares on the stock 
exchange. 
 
Loss of Foreign Private Issuer Status 
 
The Company is a Foreign Private Issuer as defined in Rule 405 under the U.S. Securities Act of 1933, as amended (the 
“U.S. Securities Act”) and Rule 3b-4 under the U.S. Securities Exchange Act of 1934, as amended (the “U.S. Exchange 
Act”). If, as of the last business day of the Company’s second fiscal quarter for any year, more than 50% of the Company’s 
outstanding voting securities (as determined under Rule 405 of the U.S. Securities Act) are directly or indirectly held of 
record by residents of the U.S., the Company will no longer meet the definition of a Foreign Private Issuer, which may have 
adverse consequences on the Company’s ability to raise capital in private placements or Canadian prospectus offerings. In 
addition, the loss of the Company’s Foreign Private Issuer status may likely result in increased reporting requirements and 
increased audit, legal and administration costs. These increased costs may significantly affect the Company’s business, 
financial condition and results of operations. The term “Foreign Private Issuer” is defined as any non-U.S. corporation, other 
than a foreign government, except any issuer meeting the following conditions: 
 

a) more than 50 percent of the outstanding voting securities of such issuer are, directly or indirectly, held of record by 
residents of the U.S.; and 

b) any one of the following: 
(i) the majority of the executive officers or directors are U.S. citizens or residents, or 
(ii) more than 50 percent of the assets of the issuer are located in the U.S., or 
(iii) the business of the issuer is administered principally in the U.S. 

 
A “holder of record” is defined by Rule 12g5-1 under the U.S. Exchange Act. Generally speaking, the holder identified on 
the record of security holders is considered as the record holder. 
 
In December 2016, the U.S. Securities and Exchange Commission (the “SEC”) issued a Compliance and Disclosure 
Interpretation to clarify that issuers with multiple classes of voting stock carrying different voting rights may, for the purposes 
of calculating compliance with this threshold, examine either (i) the combined voting power of its share classes, or (ii) the 
number of voting securities, in each case held of record by U.S. residents. Based on this interpretation, each issued and 
outstanding Common Share is counted as one voting security for the purposes of determining the 50 percent U.S. resident 
threshold and the Company is a “Foreign Private Issuer”. 
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Should the SEC’s guidance and interpretation change, it is likely the Company will lose its Foreign Private Issuer status. 
 
The Company’s contracts may not be legally enforceable in the U.S. 
 
Because the Company’s contracts involve cannabis and other activities that are not legal under U.S. federal law and in 
some jurisdictions, the Company may face difficulties in enforcing its contracts in U.S. federal and certain state courts. 
 
The Company may lack access to U.S. bankruptcy protections. 
 
Because cannabis is a Schedule I substance under the Federal CSA, many courts have denied cannabis businesses federal 
bankruptcy protections, making it difficult for lenders to be made whole on their investments in the cannabis industry in the 
event of a bankruptcy. If the Company were to experience a bankruptcy, there is no guarantee that U.S. federal bankruptcy 
protections would be available to the Company, which would have a material adverse effect. 
 
Canadian investors in the Common Shares and the Company’s directors, officers and employees may be subject to travel 
and entry bans into the U.S.  
 
News media have reported that U.S. immigration authorities have increased scrutiny of Canadian citizens who are crossing 
the U.S.–Canada border with respect to persons involved in cannabis businesses in the U.S. There have been a number of 
Canadians barred from entering the U.S. as a result of an investment in or act related to U.S. cannabis businesses. In some 
cases, entry has been barred for extended periods of time. 
 
The majority of persons travelling across the Canadian and U.S. border do so without incident. Some persons are simply 
denied entry one time. The U.S. Department of State and the Department of Homeland Security have indicated that the U.S. 
has not changed the admission requirements in response to the pending legalization of recreational cannabis in Canada. 
Admissibility to the U.S. may be denied to any person working or ‘having involvement in’ the marijuana industry according 
to U.S. Customs and Border Protection. Additionally, legal experts have indicated that if the admission criteria are applied 
broadly, this may result in a determination that the act of investing in or working or collaborating with a U.S. cannabis 
company is considered trafficking in a Schedule I controlled substance or aiding, abetting, assisting, conspiring or colluding 
in the trafficking of a Schedule I controlled substance. Inadmissibility in the U.S. implies a lifetime ban for entry as such 
designation is not lifted unless an individual applies for and obtains a waiver. 
 
Company directors, officers or employees traveling from Canada to the U.S. for the benefit of the Company may encounter 
enhanced scrutiny by U.S. immigration authorities that may result in the employee not being permitted to enter the U.S. for 
a specified period of time. If this happens to Company directors, officers or employees, then this may reduce our ability to 
manage our business effectively in the U.S. The Company has retained counsel and has policies in place to deal with any 
immigration-related issues as they may arise  
 
The lack of product for commercialization 
 
If the Company cannot successfully develop, manufacture and distribute its products, or if the Company experiences 
difficulties in the development process, such as capacity constraints, quality control problems or other disruptions, the 
Company may not be able to develop market-ready commercial products at acceptable costs, which would adversely affect 
the Company’s ability to effectively enter the market. A failure by the Company to achieve a low-cost structure through 
economies of scale or improvements in cultivation and manufacturing processes would have a material adverse effect on 
the Company’s commercialization plans and the Company’s business, prospects, results of operations and financial 
condition. 
 
Development of New Products 
 
The Company’s success will depend, in part, on its ability to develop, introduce and market new and innovative products. If 
there is a shift in consumer demand, the Company must meet such demand through new and innovative products or else 
its business will fail. The Company’s ability to develop, market and produce new products is subject to it having substantial 
capital. There is no assurance that the Company will be able to develop new and innovative products or have the capital 
necessary to develop such products. 
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Canadian Securities Administrators Staff Notice 51-352 (Revised) 
 
The Company is engaged in research in certain states of the United States regarding the applicability of its extraction 
polymer technology to the extraction of cannabinoids from cannabis products, including marijuana and hemp, for use in the 
cannabis industry. The Company is not be engaged in the production or sale of cannabis products in Canada or the United 
States, but may be considered to have ancillary involvement in the cannabis industry in Canada, the United States and other 
countries, through the provision of extraction technology, if it is successful in developing its extraction polymer technology 
for the extraction of cannabinoids, and the Company may be considered to have indirect involvement in the cultivation of 
hemp through its funding relationship with Affinity Farms Inc., an Arkansas company engaged in development of an 
extraction process designed to extract THC and/or CBD crude oil from raw hemp and concentrates for the further 
downstream processing and isolation of pure THC and CBD compounds, if Affinity Farms is successful in establishing a 
hemp cultivation business. 
 
In accordance with the Canadian Securities Administrators Staff Notice 51-352 (Revised) – Issuers with U.S. Marijuana-
Related Activities (“Staff Notice 51-352”), the Company will evaluate, monitor and reassess this disclosure, and any related 
risks, on an ongoing basis and the same will be supplemented and amended to investors in public filings, including in the 
event of government policy changes or the introduction of new or amended guidance, laws or regulations regarding cannabis 
or marijuana regulation. Any non-compliance, citations or notices of violation which may have an impact on the Company’s 
business activities or operations will be promptly disclosed by the Company. Below is a table of concordance that addresses 
the disclosure expectations outlined in Staff Notice 51-352. 
 

Industry Involvement Specific Disclosure Necessary to Fairly Present 
all Material Facts, Risks and Uncertainties 

AIF Cross Reference 

All Issuers with U.S. 
Marijuana-Related 
Activities 

Describe the nature of the issuer’s involvement in the 
U.S. marijuana industry and include the disclosures 
indicated for at least one of the direct, indirect and 
ancillary industry involvement types noted in this table. 

“General Development of the 

Business”  

“Description of Business” 

“Cannabis Legislation – 

Regulatory Framework” 

 Prominently state that marijuana is illegal under U.S. 
federal law and that enforcement of relevant laws is a 
significant risk. 

“Cannabis Legislation – 

United States Federal 

Overview”  

“Risk Factors – Risks 

Relating to Government 

Regulation” 

 Discuss any statements and other available guidance 
made by federal authorities or prosecutors regarding the 
risk of enforcement action in any jurisdiction where the 
issuer conducts U.S. marijuana-related activities. 

“Cannabis Legislation – 

Regulatory Overview - 

United States Federal 

Overview” 

“Risk Factors – Risks 

Relating to Government 

Regulation” 

“Risk Factors – Federal 

Regulation of Marijuana 

in the U.S.” 

 Outline related risks including, among others, the risk 
that third party service providers could suspend or 
withdraw services and the risk that regulatory bodies 
could impose certain restrictions on the issuer’s ability to 
operate in the U.S. 

“Risk Factors – Protection 

and Enforcement of 

Intellectual Property 

Rights” 

 Given the illegality of marijuana under U.S. federal law, 
discuss the issuer’s ability to access both public and 
private capital and indicate what financing options are / 

“Risk Factors – The 

Company anticipates 



 

 

 

 

 

P a g e  | 37 

 

 

are not available in order to support continuing 
operations. 

requiring substantial 

additional financing to 

operate its business and it 

may face difficulties 

acquiring additional 

financing on terms 

acceptable to the Company 

or at all” 

“Risk Factors – Risk Factors 

Specifically Related to 

Regulatory Matters – U.S. 

State Regulatory 

Uncertainty” 

“Risk Factors – Due to the 

classification of cannabis 

as a Schedule I controlled 

substance under the CSA, 

banks and other financial 

institutions which service 

the cannabis industry are 

at risk of violating certain 

financial laws, including 

anti-money laundering 

statutes” 

 Quantify the issuer’s balance sheet and operating 
statement exposure to U.S. marijuana-related activities. 

The Company estimates 

that 2.9% of its balance 

sheet as of May 31, 2021 

relates to its marijuana 

related business. The 

Company has no 

marijuana related 

revenue. 

 Disclose if legal advice has not been obtained, either in 
the form of a legal opinion or otherwise, regarding (a) 
compliance with applicable state regulatory frameworks 
and (b) potential exposure and implications arising from 
U.S. federal law. 

The Company has received 

legal advice from U.S. 

attorneys regarding (a) 

compliance with 

applicable state regulatory 

frameworks; and (b) 

potential exposure and 

implications arising from 

U.S. federal law. The 

Resulting Issuer and its 

U.S. counsel continue to 

monitor compliance very 

carefully. 

U.S. Marijuana Issuers 
with direct involvement 

Outline the regulations for U.S. states in which the issuer 
operates and confirm how the issuer complies with 

N/A 
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in cultivation or 
distribution 

applicable licensing requirements and the regulatory 
framework enacted by the applicable U.S. state. 

 Discuss the issuer’s program for monitoring compliance 
with U.S. state law on an ongoing basis, outline internal 
compliance procedures and provide a positive statement 
indicating that the issuer is in compliance with U.S. state 
law and the related licensing framework. Promptly 
disclose any non-compliance, citations or notices of 
violation which may have an impact on the issuer’s 
licence, business activities or operations. 

 

N/A 

U.S. Marijuana Issuers 
with indirect involvement 
in cultivation or 
distribution 

Outline the regulations for U.S. states in which the 
issuer’s investee(s) operate. 

 

N/A 

 Provide reasonable assurance, through either positive or 
negative statements, that the investee’s business is in 
compliance with applicable licensing requirements and 
the regulatory framework enacted by the applicable U.S. 
state. Promptly disclose any non-compliance, citations or 
notices of violation, of which the issuer is aware, that 
may have an impact on the investee’s licence, business 
activities or operations. 

N/A 

 

 

U.S. Marijuana Issuers 
with material ancillary 
involvement 

Provide reasonable assurance, through either positive or 
negative statements, that the applicable customer’s or 
investee’s business is in compliance with applicable 
licensing requirements and the regulatory framework 
enacted by the applicable U.S. state. 

N/A 

 

 

OTHER INFORMATION 
 
Additional information relating to the Company can be found on the Company’s website at www.sixthwave.com or on SEDAR 
at www.sedar.com 
 

http://www.sixthwave.com/
http://www.sedar.com/

