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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

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

The accompanying unaudited condensed consolidated interim financial statements of
Atlas Global Brands Inc. (the “Company”) have been prepared by and are the
responsibility of the Company’s management.

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

Current Assets
Cash and cash equivalents
Short-term investments
Trade and other receivables
Biological assets
Inventories
Deposits and prepaid expenses
Other short-term assets

Non-current Assets
Right-of-use assets
Property, plant & equipment
Intangible assets
Goodwill
Deferred tax assets
Other long-term assets

TOTAL ASSETS

LIABILITIES
Current Liabilities

Trade and other payables
Current portion of term debt

Current portion of lease liabilities

Deferred revenue
Other liabilities - short-term

Non-current Liabilities
Term debt
Convertible debt
Lease liabilities
Class B preferred shares
Other liabilities - long-term
TOTAL LIABILITIES

EQUITY
Share capital
Share premium
Capital surplus

Capital reserve from translation differences

Retained earnings / (Deficit)

TOTAL LIABILITIES & EQUITY

ATLAS GLOBAL BRANDS INC.

Consolidated Statement of Financial Position

Note
Reference

D N 00 O»

11
10

12
13

14

15

December 31, 2022
$

2,344,251
150,993
4,982,512
1,599,745
13,095,522
2,505,752

December 31, 2021
$

127,205

302,150

24,678,775

838,168
42,410,854
14,240,491

899,687

165,679

2,215

83,235,869

$

21,205,322
2,765,046
129,149
300,276
460,349

429,355

24,860,142

21,118,875
795,354
792,276

2,779,450
852,251

51,198,348

4,837,373
512,429
1,520,130
14,074
25,153,515

4,548
512,429
767,648

34,058

(896,399)

32,037,521

83,235,869

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

ON BEHALF OF THE BOARD:

Director

“Elan MacDonald”

“Peter Van Mol”
Director

422,284

429,355
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ATLAS GLOBAL BRANDS INC.

Consolidated Statement of Loss and Comprehensive Loss

For the three months ended

For the twelve

For the nine

months ended

months ended

Note December 31, December 31, December 31, December 31,
Reference 2022 2021 2022 2021

NET REVENUE - - - -
Cost of sales - - - -
GROSS PROFIT (LOSS) - - - -
Operating Expenses

General and administration 17 451,759 68,645 862,779 128,423

Share based compensation 17 93,743 512,896 752,482 767,648
Total Operating Expenses 17 545,502 581,541 1,615,261 896,071
NET LOSS BEFORE OTHER INCOME & EXPENSES (545,502) (581,541) (1,615,261) (896,071)
Other (Income) Expense

Finance costs 1,561 314 1,700 328
(Gain) on bargain purchase 4 (27,666,875) - (27,666,875) -

NET LOSS BEFORE INCOME TAXES 27,119,812 (581,855) 26,049,914 (896,399)
Income Taxes - - - -
NET LOSS 27,119,812 (581,855) 26,049,914 (896,399)
Other comprehensive loss
Foreign currency translation differences (43,161) 17,715 19,984 34,058
TOTAL OTHER COMPREHENSIVE LOSS 27,076,651 (599,570) 26,029,930 (862,341)
Net loss attributable to:
Atlas Global Brands Inc. 27,119,812 (581,855) 26,049,914 (896,399)
Non-controlling interests - - - -
Comprehensive loss attributable to:
Atlas Global Brands Inc. 27,076,651 (599,570) 26,029,930 (862,341)

Non-controlling interests

The accompanying notes are an integral part of these consolidated financial statements.
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ATLAS GLOBAL BRANDS INC.

Consolidated Statement of Cash Flows

For the twelve For the nine
For the three months ended months ended months ended
Note December 31, December 31, December 31, December 31,
Reference 2022 2021 2022 2021
OPERATING
Net loss 27,119,812 (581,855) 26,049,914 (896,399)
Iltems not affecting cash:
Gain on bargain purchase 4 (27,666,875) - (27,666,875) -
Stock based compensation expense 93,743 512,896 752,482 767,648
Changes in working capital items 18 48,528 (81,621) 357,216 (279,634)
Cash outflow from operating activities (404,792) (150,580) (507,263) (408,385)
FINANCING
Proceeds from borrowing 387,402 - 387,402 -
Costs incurred for borrowing - - - -
Proceeds from issuance of shares - 76,963 - 528,932
Cash inflow from financing activities 387,402 76,963 387,402 528,932
INVESTING
Cash acquired in reverse takeover 2,343,755 - 2,343,755 -
Cash inflow from investing activities 2,343,755 - 2,343,755 -
Effect of exchange rates on cash and equivalents 194 1,586 (6,848) 6,658
NET CASH (OUTFLOW) INFLOW 2,326,559 (72,031) 2,217,046 127,205
NET CASH, BEGINNING OF PERIOD 17,692 199,236 127,205 -
NET CASH, END OF PERIOD 2,344,251 127,205 2,344,251 127,205

The accompanying notes are an integral part of these consolidated financial statements.
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ATLAS GLOBAL BRANDS INC.

Consolidated Statement of Changes in Shareholder’s Equity
For the three months ended

Share Capital Premium Capital reserve Contributed Retained Total
from translation Surplus Earnings / Shareholder’s
differences (Deficit) Equity
Balance
el B, 2 4,548 512,429 10,881 1,426,387 (1,966,297) (12,052)
Share-based . - . 93,743 : 93,743
compensation
Issuance of share capital 4,832,825 - - - - 4,832,825
Net gain attributable to
shareholders - - - - 27,119,812 27,119,812
Capital reserve from ) ) 3.193 ) } 3,193
translation differences
Comprehensive gain - - 3,193 - 27,119,812 27,123,005
Balance
December 31, 2022 4,837,373 512,429 14,074 1,520,130 27,119,812 32,037,521
Share Capital Premium Capital reserve Contributed Retained Total
from translation Surplus Earnings / Shareholder’s
differences (Deficit) Equity
Balance
el B, 2 4,548 441,323 16,343 254,752 (314,544) 402,422
Share-based ] ] - 512,896 ; 512,896
compensation
Issuance of share capital - 71,106 - - - 71,106
Net loss attributable to - - - - (581,855) (581,855)
shareholders
Capital reserve from - - 17,715 - - 17,715
translation differences
Comprehensive loss - - 17,715 - (581,855) (599,570)
el 4,548 512,429 34,058 767,648 (896,399) 422,284

December 31, 2021

The accompanying notes are an integral part of these consolidated financial statements.
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ATLAS GLOBAL BRANDS INC.

Consolidated Statement of Changes in Shareholder’s Equity
For the twelve months ended

Capital reserve Total
from translation Contributed Shareholder’s
Share Capital Premium differences Surplus Deficit Equity
Balance i i i i i i
April 1, 2021
Share-based ; ; ; 767,648 ; 767,648
compensation
Issuance of share capital 4,548 512,429 - - - 516,977
Net loss attributable to - - - - (896,399) (896,399)
shareholders
Capital reserve from - - 34,058 - - 34,058
translation differences
Comprehensive loss - - 34,058 - (896,399) (862,341)
Balance
December 31, 2021 4,548 512,429 34,058 767,648 (896,399) 422,284
Share-basgd - - - 752,482 - 752,482
compensation
Issuance of share capital 4,832,825 - - - - 4,832,825
Net gain attributable to - - - - 26,049,914 26,049,914
shareholders
Capital reserve from - - (19,984) - (19,984)
translation differences
Comprehensive gain - - (19,984) - 26,049,914 26,029,930
el 4,837,373 512,429 14,074 1,520,130 26,049,914 32,037,521

December 31, 2022

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

5|Page



Notes to the Financial Statements
Unaudited

ATLAS

GLOBAL BRANDS




ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

1. The Company and its Operations

(a) Operational Information:

Atlas Global Brands Inc. (“Atlas” or “Atlas Global” or the “Company”) is a licensed cannabis company
operating in Canada and Israel with expertise across the cannabis value chain: cultivation,
manufacturing, marketing, distribution, and pharmacy. Atlas currently serves eight countries: Australia,
Canada, Denmark, Germany, Israel, Norway, Spain, and the United Kingdom. Atlas currently operates
two fully accredited and licensed cannabis facilities in Canada, including one EU-GMP facility, and has a
maijority interest in three cannabis pharmacies in Israel.

(b) Going Concern Assumption:

These Consolidated Financial Statements have been prepared on a going concern basis and do not
reflect adjustments that would be necessary to the carrying values and classifications of assets and
liabilities should the Company be unable to continue as a going concern.

During the twelve months ended December 30, 2022, the Company had a net loss before other income
and taxes of $1,615,261 (year ended December 31, 2021 - $896.071) and as at December 31, 2022
had a cumulative surplus of $32,037,521 (December 31, 2021 - $422,284) and a working capital deficit
of $181,367 (December 31, 2021 surplus $422,284), which is a Non-GAAP financial metric calculated
as current assets minus current liabilities.

The Company has historically financed its working capital requirements primarily through equity and debt
financing. The Company’s ability to continue as a going concern is dependent upon its ability to achieve
and maintain profitable operations and generate the necessary funds or raise additional financing in
order to meet current and future obligations. The Company expects to attain profitability and positive
cash flows from operations through its international distribution strategy which is subject to material
uncertainty. While the Company has been successful in raising financing in the past, there is no
assurance that it will be able to obtain additional financing or that such financing will be available on
reasonable terms. The above events and conditions indicate there is a material uncertainty that may cast
significant doubt about the Company’s ability to continue as a going concern.

2. Basis of Presentation

(a) Statement of compliance

These Consolidated Financial Statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). The
Consolidated Statement of Financial Position is presented as at December 31, 2022 and December 31,
2021. The Consolidated Statement of Loss and Comprehensive Loss, Consolidated Statement of Cash
Flows and Consolidated Statement of Changes in Shareholder’s Equity are presented for the three
months ended October 1, 2022 to December 31, 2022 with comparatives for the period from October 1,
2021 to December 31, 2021 and for the twelve months ended January 1, 2022 to December 31, 2022
with comparatives for the period from to December 31, 2021.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

These Consolidated Financial Statements were authorized for issue by the Board of Directors on March
1, 2023.

(b) Basis of measurement

These Consolidated Financial Statements have been prepared in Canadian dollars on a historical cost
basis except for biological assets and financial assets and liabilities which are measured at fair value as
included in Note 3 (c). Historical cost is generally based upon the fair value of the consideration given in
exchange for assets.

(c) Basis of consolidation
(i) Subsidiaries

For the purpose of preparing these Consolidated Financial Statements subsidiaries are entities
controlled by the Company. Control exists when the Company has power over a subsidiary that exposes
or give rights to variable returns that are related to its involvement in the subsidiary and is able to use its
power to affect, either directly or indirectly, the amount of those returns. Each subsidiary is fully
consolidated from the date of acquisition, being the date on which the Company obtains control, and
continues to be consolidated until the date when such control ceases.

The Consolidated Financial Statements include the accounts and results of operations of the Company
and its subsidiaries over which the Company has control. As at subsidiaries over which the Company
has control include:

Name of Subsidiary Nature of Operations Jurisdiction of =~ Ownership
Incorporation Interest

Cambrosia Ltd. Management Entity Israel 100%
Tlalim Papo Ltd. Licensed Cannabis Pharmacy Israel 51%
Pharmacy Baron Ltd. Licensed Cannabis Pharmacy Israel 51%

R.J. Regavim Ventures Ltd. Licensed Pharmacy Israel 51%
AgMedica Bioscience Inc. Canadian Licensed Cannabis Producer Canada 100%
5047346 Ontario Inc. Real Estate Holdings Ontario 100%
Tavivat Naturals Inc. Dormant Canada 100%
8050678 Canada Inc Dormant Canada 100%
Unique Beverages (USA) Inc. Dormant USA 100%
Wellworth Health Corp. Dormant Canada 80%

Atlas Biotechnologies Inc. Holding Company Alberta 100%

Atlas Growers Ltd. Canadian Licensed Cannabis Producer Alberta 100%

Atlas Growers Denmark A/S Dormant Denmark 100%

All intercompany balances and transactions have been eliminated upon consolidation.
(ii) Critical accounting estimates and judgements

The preparation of these Consolidated Financial Statements in conformity with IFRS requires
management to make judgements, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, revenues and expenses, and the related
disclosures of contingent liabilities. Actual results may differ from these estimates.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the year in which the estimates are revised and in any future periods
affected. Significant estimates and judgements used in the preparation of these Consolidated Financial
Statements include the following:

Valuation of biological assets:

The Company measures its biological assets, consisting of cannabis plants, at their fair value less costs
to sell. This is determined using a model which estimates the expected harvest yield in grams for plants
currently being cultivated, and then adjusts that amount for the expected selling prices per gram and
also for any additional costs to be incurred, such as post-harvest costs.

The following are the significant estimates required in determining the fair value of the Company’s
biological assets:

Selling price

Stage of growth and value associated with the stage
Yield by plant

Wastage

Post-harvest costs

Further information on biological asset estimates is available in Note 8.
Estimated useful lives and depreciation of property, plant and equipment:

Depreciation of property, plant and equipment and intangible assets with finite lives is dependent upon
estimates of useful lives, which are determined through the exercise of judgment. Property, plant and
equipment and finite-lived intangible assets are recorded at cost less accumulated depreciation and
accumulated impairment losses. Management is required to exercise judgement in determining whether
there are factors indicating an impairment in the value of an asset, and if so, management will use
judgement in the estimates of recoverable amounts which considers factors such as economic and
market conditions and the useful lives of assets.

Share-based compensation:

In calculating the share-based compensation expense, key estimates such as the value of the common
shares, the rate of forfeiture of options granted, the expected life of the option, the probability factor for
milestone achievements, the expected milestone achievement dates, the volatility of the value of the
Company's common shares and the risk-free interest rate are used.

Income taxes:

The Company estimates the amount of current and deferred income tax expenses, liabilities and assets,
each reporting period. In estimating tax expense, management must use judgement in making estimates
and assumptions including but not limited to, the timing of when future tax assets or liabilities will be
realized, the tax rates expected to be in effect and applicable to temporary differences when they
reverse, taxable income, and the utilization of tax loss carry forwards and credits available, if any.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements
Financial assets and financial liabilities:

Certain of the Company’s financial assets and liabilities are measured at fair value. In estimating fair
value, the Company uses market-observable data to the extent it is available. Where Level 1 inputs are
not available, the Company will use valuation techniques and unobservable inputs as disclosed in Note
15(b) for the Class B Preferred Shares.

Inventory net realizable value:

Inventory is valued at the lower of cost and net realizable value. Determining the net realizable value
requires the Company to make assumptions about the estimated selling price in the ordinary course of
business, the estimated costs of packaging and the estimated variable costs to sell. The Company
reviews inventory for obsolete, redundant and slow-moving goods and any such inventory are written-
down to net realizable value.

COVID-19 estimation and uncertainty:

In March 2020, the World Health Organization declared the outbreak of COVID-19 as a global
pandemic. Government measures to limit the spread of COVID-19, including the closure of non-essential
businesses, did not materially disrupt the Company’s operations from the date of this original
announcement. The production and sale of cannabis have been recognized as essential services across
Canada. As at and , the Company has not observed any material impairments of its assets or a
significant change in the fair value of assets due to the COVID-19 pandemic.

Due to the rapid developments and uncertainty surrounding COVID-19, it is not possible to predict the
impact that COVID-19 will have on the Company’s business, financial position and operating results in
the future. Additionally, it is possible that estimates in the Company’s Consolidated Financial Statements
will change in the near term as a result of COVID-19 and the effect of any such changes could be
material. The Company is closely monitoring the impact of the pandemic on all aspects of its business.

3. Significant Accounting Policies

The accounting policies described below have been applied consistently throughout the reporting period
presented in these Consolidated Financial Statements.

(a) Revenue recognition

Revenue is recognized at the transaction price, which is the amount of consideration to which the
Company expects to be entitled in exchange for transferring control of promised goods to a customer.
Gross revenue includes excise taxes, which the Company pays as principal, but excludes duties and
taxes collected on behalf of third parties. Net revenue from sale of goods, as presented in the
Consolidated Statement of Loss and Comprehensive Loss, represents revenue from the sale of goods
less applicable excise taxes, expected price discounts, and allowances for customer returns. Excise
taxes are a production tax in Canada which become payable when a cannabis product is delivered to
the customer and are not directly related to the value of revenue.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements
(i) Revenue from the Sale of Goods

Revenue from the sale of cannabis products is generally recognized when the performance obligation
under the terms of the contract with a customer have been satisfied. The Company has concluded that
revenue from the sale of these products should be recognized at the point in time when control is
transferred to the customer, which is on shipment or delivery of these products, depending on the
contract.

(ii) Variable Consideration

If the consideration in a contract includes a variable amount, the Company estimates the amount of
consideration to which it will be entitled in exchange for transferring the goods to the customer. The
variable consideration is estimated as the most likely amount, based on the Company's historical
information, at the inception of the contract.

(iii) Payment Consideration

The Company's payment terms vary by the type of customer. For individual consumer sales, payment is
due prior to the transfer of control. For domestic non-individual consumers, payment terms range from
15 — 60 days after the transfer of control. For international non-individual consumers, payment terms
require a 50% deposit with the balance due 30 days after the change of control.

(b) Cash

Cash comprises of cash that is held in the Company’s bank accounts and are stated at fair value
through profit or loss "FVTPL".

(c) Biological assets

While the Company’s biological assets are accounted for within the scope of IAS 41, Agriculture, the
direct and indirect costs of biological assets are determined using an approach similar to the
capitalization criteria outlined in IAS 2, /nventories. They include the direct cost of seeds and growing
materials as well as other indirect costs such as utilities and supplies used in the growing process.
Indirect labour for individuals involved in the growing and quality control process is also included, as well
as depreciation on production rooms, buildings, equipment and overhead costs such as utilities, to the
extent it is associated with the growing space. All direct and indirect costs of biological assets are
capitalized as they are incurred, and they are all subsequently recorded as cost of sales on the
Consolidated Statement of Loss and Comprehensive Loss in the period that the related product is sold.
Biological assets are measured at their fair value less costs to sell in the Consolidated Statement of
Financial Position. Unrealized fair value gains on growth of the biological assets are recorded separately
in the Consolidated Statement of Loss and Comprehensive Loss. Further information on estimates used
in determining the fair value of biological assets can be found in Note 8.

(d) Inventory

Inventories of harvested dried cannabis, and cannabis oil, work-in-process and finished goods are
valued at the lower of cost and net realizable value. Inventories of harvested cannabis are transferred
from biological assets at their fair value at harvest, which becomes the initial deemed cost. Any
subsequent post-harvest costs are capitalized to inventory to the extent that cost is less than net
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

realizable value. Net realizable value is determined as the estimated selling price in the ordinary course
of business less the estimated costs of completion and the estimated costs necessary to make the sale.
Inventories of purchased dried cannabis and packaging and supplies are valued at the lower of cost and
net realizable value, with cost determined using the average cost basis. Upon the sale of inventory, the
capitalized production costs and processing costs are recorded in cost of sales before fair value
adjustments in the Consolidated Statement of Loss and Comprehensive Loss. The related realized fair
value adjustments on inventory sold in the year is recorded separately in the Consolidated Statement of
Loss and Comprehensive Loss.

(e) Property, plant and equipment

Property, plant and equipment are recorded at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditures that are directly attributable to the acquisition of the
asset, including any related capitalized borrowing costs. When parts of an item of property, plant and
equipment have different useful lives, they are accounted for as separate items (major components) of
property, plant and equipment.

Depreciation is recognized on a straight-line basis, over the estimated useful lives of each component of
an item of property, plant and equipment from the date that they are available for use. Land is not
depreciated as its useful life is deemed to be indefinite. Depreciation methods, useful lives and residual
values are reviewed at each annual reporting date and adjusted, prospectively, if appropriate.

The estimated useful lives are as follows:

e Computer hardware 3 years

e |easehold improvements Lease term
e Vehicles 5 years

e Furniture and office equipment 5 years

e Production equipment 5 years

e Production rooms 10 years

e Buildings 20 years

Construction in process is transferred to the appropriate property, plant and equipment account at the
time when it becomes available for productive use. Upon transfer, the Company begins to depreciate the
asset over its useful life.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing
the proceeds from disposal with the carrying amount of the property, plant and equipment and are
recognized in the Consolidated Statement of Loss and Comprehensive Loss.

(f) Leases

Under IFRS 16, the Company recognizes a right-of-use (“ROU”) asset and a lease liability at the lease
commencement date. The ROU asset is initially measured at cost, which comprises the initial amount of
the lease liability adjusted for any lease payments made at or before the commencement date, plus any
initial direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentive received.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

The ROU asset is subsequently depreciated using the straight-line method from the commencement
date to the earlier of the end of the useful life of the ROU asset or the end of the lease term. The
estimated useful lives of ROU assets are determined based on the lease term and estimated renewals, if
any. In addition, the ROU asset is periodically reduced by impairment losses, if any, and adjusted for
certain remeasurements of the lease liability.

The lease liability is initially measured as the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise:

o fixed payments, including in-substance fixed payments

e variable lease payments that depend on an index or a rate, initially measured using the index or
rate at the commencement date

e amounts expected to be payable under a residual value guarantee; and

o the exercise price under a purchase option that the Company is reasonably certain to exercise,
lease payments in an optional renewal period if the Company is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Company is reasonably
certain not to terminate early.

The lease liability is subsequently measured at amortized cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in the index or rate,
if there is a change in the Company’s estimate of the amount expected to be payable under a residual
value guarantee or if the Company changes its assessment of whether it will exercise a purchase,
extension or termination option. When the lease liability is remeasured in this way, a corresponding
adjustment is made to the carrying amount of the ROU asset or is recorded in profit or loss if the carrying
amount of the ROU asset has been reduced to zero.

The Company presents ROU assets within property, plant and equipment and lease liabilities separately
in the Statement of Financial Position. The Company elected not to recognize ROU assets and lease
liabilities for short-term leases that have a lease term of 12 months or less and leases of low-value
assets. The Company recognizes the lease payments associated with these leases as an expense on a
straight-line basis over the term of the lease.

(g) Impairment of non-financial assets

Long-lived assets with finite lives are tested for impairment whenever events or changes in
circumstances indicate the carrying amount may not be recoverable. An impairment loss is recognized
for the amount by which the asset's carrying amount exceeds its recoverable amount.

For purposes of measuring recoverable amounts, assets are grouped at the lowest levels for which there
are separately identifiable cash inflows ("cash-generating units" or "CGU"). The recoverable amount is
the greater of an asset's fair value less costs to sell and value in use (being the present value of the
expected future cash flows of the relevant asset or CGU). Where an impairment loss subsequently
reverses, the carrying amount of the asset is increased to the lesser of the revised estimate of the
recoverable amount, and the carrying amount that would have been recorded had no impairment loss
been recognized previously.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

(h) Income taxes

Income tax expense comprises current and deferred taxes. Current and deferred taxes are recognized
in the Consolidated Statement of Operations and Comprehensive Loss except to the extent that it
relates to a business combination, or items recognized directly in equity or in other comprehensive
income. Current tax is the expected tax payable or receivable on the taxable income or loss for the
years, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when
they reverse, based on the laws that have been enacted or substantively enacted at the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a
net basis, or their tax assets and liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable profits will be available against which they
can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
that it is no longer probable that the related tax benefit will be realized.

(i) Research and development

Research costs are expensed as incurred. Development costs are capitalized only if development costs
can be measured reliably, the product or process is technically and commercially feasible, future
economic benefits are probable, and the Company intends to and has sufficient resources to complete
development to use or sell the asset. Other development expenditures are recognized in the
Consolidated Statement of Loss and Comprehensive Loss. To date, no development costs have been
capitalized.

(j) Share-based payment transactions

Where equity-settled share-based payments are awarded to management, employees and non-
employees, the fair value of the equity instruments at the date of grant is recognized over the vesting
period and charged to the Consolidated Statement of Loss and Comprehensive Loss. Performance
vesting conditions are taken into account by adjusting the number of equity instruments expected to vest
at each reporting date so that, ultimately, the cumulative amount recognized over the vesting period is
based on the number of shares that eventually vest. Non-vesting conditions are factored into the fair
value of the common shares (“Shares”) and/or options granted. The cumulative expense is not adjusted
where a non-vesting condition is not satisfied. Where the terms and conditions are modified before they
vest, any increase in the fair value of the

Shares and/or options is measured immediately before and after the modification and is also charged to
the Consolidated Statement of Loss and Comprehensive Loss over the remaining vesting period.
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ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

Where equity instruments are granted to non-employees, they are recorded at the fair value of the goods
or services received unless that fair value cannot be estimated reliably in which case, they are measured
at the fair value of the equity instruments granted. Amounts related to the issuance costs of Shares are
recorded as a reduction of share capital. If the fair value of the goods or services received cannot be
estimated reliably, the goods or services received, and the corresponding increase in equity are
measured, indirectly, by reference to the fair value of the equity instruments granted, measured at the
date the entity obtains the goods or the counterparty renders service.

(k) Government grants

The Company recognizes government grants when there is reasonable assurance that it will comply with
the conditions required to qualify for the grant, and that the grant will be received. Government grants
related to income are recognized as other gains (losses) in the Consolidated Statement of Loss and
Comprehensive Loss while government grants related to assets, including non-monetary grants at fair
value, are recognized as a reduction of the related asset’s carrying amount.

(I) Foreign currency

The Consolidated Financial Statements are presented in Canadian dollars (“CAD”), the Company's
functional currency. The Company has controlling interest in foreign subsidiaries where the local
currency is considered to be their functional currency.

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of foreign currency transactions and from the translation at period end exchange rates of
monetary assets and liabilities denominated in currencies other than an Entity’s functional currency are
recognized in the Consolidated Statement of Loss and Comprehensive Loss, except for gains and losses
resulting from intercompany balances included in the net investment in foreign operations, for which
foreign exchange gains and losses are recorded in accumulated other comprehensive (loss) income.

Assets and liabilities of foreign subsidiaries are translated at foreign exchange rates on the balance
sheet date. The effects of translation adjustments are reported within the Capital Reserve from
Translation Differences in the Consolidated Statement of Financial Position.

(m) Financial Instruments

The approach in IFRS 9 is based on how an entity manages its financial instruments in the context of its
business model and the contractual cash flow characteristics of the financial assets. The classification
and measurement of financial assets is based on the Company’s business models for managing its
financial assets and whether the contractual cash flows represent solely payments of principal and
interest (“SPPI”). Financial assets (except for trade receivables without significant financing
components) are initially measured at fair value plus, for an item not at fair value through profit or loss,
transaction costs and are subsequently measured at either:

e amortized cost
o fair value through other comprehensive income ("FVTOCI"), or
e at fair value through profit or loss ("FVTPL")
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The classification at amortized cost is based on whether the contractual cash flow characteristics meet
the SPPI test as well as the business model under which the financial assets are managed. Financial
assets are required to be reclassified only when the business model under which they are managed has
changed. All reclassifications are to be applied prospectively from the reclassification date.

Debt investment financial assets are only recorded at amortized cost if they are held within a business
model with the objective to hold the financial assets in order to collect contractual cash flows and meet
the SPPI test.

The assessment of the Company’s business models for managing the financial assets was made as of
the date of initial application, or upon initial recognition, if later. The assessment of whether contractual
cash flows on debt instruments meet the SPPI test was made based on the facts and circumstances as
at the initial recognition of the financial assets. All financial liabilities held by the Company are measured
under IFRS 9.

The following table summarizes the original measurement categories under IFRS 9 for each class of the
Company’s financial assets and financial liabilities:

Financial Asset / Liability IFRS 9

Cash FVTPL

Accounts receivable Amortized Cost
Other financial assets Amortized Cost
Accounts payable and accrued liabilities Amortized Cost
Term debt Amortized Cost
Deposits Amortized Cost
Class B Preferred Shares Amortized Cost

(n) New IFRS standards in issue but not yet adopted by the Company
(iv) Amendments to IAS 1: Classification of Liabilities as Current or Non-current

The amendment clarifies the requirements relating to determining if a liability should be presented as
current or non-current in the statement of financial position. Under the new requirement, the assessment
of whether a liability is presented as current or non-current is based on the contractual arrangements in
place as at the reporting date and does not impact on the amount or timing of recognition. The
amendment applies retrospectively for annual reporting periods beginning on or after January 1, 2023.
The Company is currently evaluating the potential impact of these amendments on the Company’s
consolidated financial statements.

(v) IFRS 17 — Insurance Contracts

IFRS 17 establishes the principles for the recognition, measurement, presentation, and disclosure of
insurance contracts within the scope of the standard. The objective of IFRS 17 is to ensure that an entity
provides relevant information that faithfully represents those contracts. The standard is effective for
annual periods beginning on or after January 1, 2023. The Company is currently evaluating the potential
impact of this standard on the Company’s consolidated financial statements.
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4. Acquisitions and Divestitures

(a) Amalgamation and Share Exchange

On December 30, 2022, the Company (then Silver Phoenix Resources Inc. (“Silver Phoenix”) completed
a business combination with Atlas Biotechnologies Inc. (“Atlas Biotech”), AgMedica Bioscience Inc.
(“*AgMedica”) and Cambrosia Ltd. (“Cambrosia”) pursuant to which Cambrosia concurrently acquired a
51% interest in of each of Tlalim Pappo Ltd., Pharmacy Baron Ltd., and R.J. Regavim Ventures Ltd.,
privately held cannabis pharmacies in Israel (together the “Business Combination”).

The Company completed the Business Combination pursuant to an amalgamation and share exchange
agreement dated July 14, 2022, as amended, among Silver Phoenix, Atlas Biotech, AgMedica,
Cambrosia, Subco 1, Subco 2, and the ordinary shareholders of Cambrosia (the “Amalgamation and
Share Exchange Agreement”).

The Business Combination was structured as a three-cornered amalgamation and share exchange,
pursuant to which: (i) 2432998 Alberta Ltd. (“Subco 17), a wholly-owned subsidiary of the Company,
and Atlas Biotech amalgamated (the “Atlas Amalgamation”) to form a newly amalgamated company
(“Atlas Amalco”); (ii) 14060407 Canada Inc. (“Subco 27), a wholly-owned subsidiary of the Company,
and AgMedica amalgamated (the “AgMedica Amalgamation”) to form a newly amalgamated company
(“AgMedica Amalco”); and (i) the Company acquired all of the issued and outstanding securities of
Cambrosia pursuant to a share exchange with the holders thereof (the “Cambrosia Share Exchange”)
immediately after Cambrosia had acquired a 51% interest in each of Tlalim Pappo Ltd., Pharmacy Baron
Ltd. and R.J. Regavim Ventures Ltd., privately held operating cannabis pharmacies in Israel (collectively,
the “Cambrosia Acquisitions”).

Pursuant to the terms of the Amalgamation and Share Exchange Agreement, immediately prior to
closing, the Company consolidated its shares on a 244,139 to 1 basis resulting in 3,445,380 shares
outstanding post-consolidation.

In accordance with the Amalgamation and Share Exchange Agreement, the Company issued a total of
147,621,401 common shares to the former shareholders of Atlas, AgMedica, Cambrosia, and the
vendors of the Cambrosia Acquisitions. The Business Combination resulted in the former shareholders of
Cambrosia acquiring control of the Company. Therefore, the transaction has been accounted for as an
acquisition of the Company by Cambrosia combined with the acquisitions of Atlas and AgMedica. The
transaction has been accounted for as a reverse take-over. As the Company, at the time of the Business
Combination, did not meet the definition of a business as defined by IFRS 3 Business Combinations, it
has been accounted for as a share-based payment transaction in accordance with IFRS 2 Share Based
Payments.

(i) Cambrosia Acquisition of Silver Phoenix

The purchase price for the acquisition of the Company by Cambrosia is deemed to be the cost to
Cambrosia to acquire the Company’s common shares at their fair value at the time of the transaction.
The fair value is calculated as $206,723 being the cost of acquiring the 3,445,380 common shares of
the Company at a price of $0.060, being the fair value of each share in Cambrosia’s most recently
negotiated financing.
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The assets and liabilities of the Company are included in the unaudited consolidated statement of
financial position and are presented at their fair value. The fair value of the consideration exceeds the fair
value of the net assets of the Company. As the Company does not qualify as a business according to the
definition in IFRS 3, this transaction does not constitute a business combination, rather it is treated as an
issuance of shares by Cambrosia for the net assets of the Company and the Company’s listing status
and Cambrosia is the continuing entity.

The excess of the amount paid over the fair value of the net assets acquired, estimated at $496,149, is
charged to profit or loss as a listing expense. The excess was calculated as follows:

Fair Value of consideration

3,445,380 common shares at $0.06 per share 206,723
Net assets acquired
Working Capital (Current Assets less Current Liabilities) (147,879)
Term Debt (141,548)
Net assets (289,427)
Excess of consideration over net assets acquired 496,149

(ii) Cambrosia Acquisition of Atlas

The purchase price is deemed to be the cost to Cambrosia to acquire the Company’s common shares at
their fair value at the time of the transaction. The fair value is calculated as $2,313,050 being the cost of
issuing the 38,550,838 common shares of the Company at a price of $0.060, being the fair value of
each share in Cambrosia’s most recently negotiated financing.

The assets and liabilities of the Company are included in the unaudited consolidated statement of
financial position and are presented at their fair value. The fair value of the consideration exceeds the fair
value of the net assets of the Company. As the Company does not qualify as a business according to the
definition in IFRS 3, this transaction does not constitute a business combination, rather it is treated as an
issuance of shares by Cambrosia for the net assets of the Company and the Company’s listing status
and Cambrosia is the continuing entity.
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The excess of the net assets acquired over amount paid, estimated at $2,591,514, is recognized as
income on a bargain purchase. The excess was calculated as follows:

Fair Value of consideration

38,550,838 common shares at $0.06 per share 2,313,052
Net assets acquired
Working Capital (Current Assets less Current Liabilities) (273,680)
Property, plant and equipment 12,617,157
Intangible assets 694,035
Other non-current assets 161,053
Term Debt — long term portion (7,383,170)
Convertible Debt (795,354)
Other liabilities — long term (115,477)
Net assets 4,904,564

Excess of net assets acquired over consideration

considered a bargain purchase 2,591,514

(iii) Cambrosia acquisition of AgMedica

The purchase price is deemed to be the cost to Cambrosia to acquire the Company’s common shares at
their fair value at the time of the transaction. The fair value is calculated as $2,313,052 being the cost of
issuing the 38,550,870 common shares of the Company at a price of $0.060, being the fair value of
each share in Cambrosia’s most recently negotiated financing.

The assets and liabilities of the Company are included in the unaudited consolidated statement of
financial position and are presented at their fair value. The fair value of the consideration exceeds the fair
value of the net assets of the Company. As the Company does not qualify as a business according to the
definition in IFRS 3, this transaction does not constitute a business combination, rather it is treated as an
issuance of shares by Cambrosia for the net assets of the Company and the Company’s listing status
and Cambrosia is the continuing entity.
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The excess of the net assets acquired over amount paid, estimated at $25,571,510, is recognized as

income on a bargain purchase. The excess was calculated as follows:

Fair Value of consideration

38,550,870 common shares at $0.06 per share 2,313,052
Net assets acquired
Working Capital (Current Assets less Current Liabilities) 1,107,826
Property, plant and equipment 29,598,662
Intangible assets 13,522,540
Term Debt — long term portion (13,553,687)
Class B preferred shares (2,779,450)
Other liabilities — long term (11,329)
Net assets 27,884,562
Excess of net assets acquired over consideration 25,571,510

considered a bargain purchase

5. Accounts Receivable

December 31,

December 31,

2022 2021
Trade accounts receivable 4,470,821 -
Accrued receivables 50,000 -
Sale§ Tax and Value Added Tax 461,691 -
receivable
Total accounts receivable 4,982,512 -

6. Prepaid expenses and other current assets

The Company’s prepaid expenses and other current assets consists of the following:

December 31,

December 31,

2022 2021
Prepaid expenses 704,242 263,980
Deposits 1,801,443 7,016
Other assets (ST) 67 31,154
Total prepaid expenses and other current 2,505,752 302,150

assets
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7. Inventory

Inventory is comprised of:

Carrying Value
December 31, 2022

Harvested cannabis

Work-in-progress 8,928,349
Finished goods 215,991
Extracted cannabis
Work-in-progress 756,167
Finished goods 11,918
Purchased cannabis
Work-in-progress 243,410
Finished goods 117,228
Non-cannabis products 472,251
Packaging and supplies 2,350,207
Total inventory 13,095,521

8. Biological Assets

The Company’s biological assets consist of cannabis plants. The Company measures its biological
assets at their fair value less costs to sell and harvest. This is determined using a model which estimates
the expected harvest yield in grams for plants currently being cultivated, and then adjusts that amount
for the expected selling prices per gram and also for any additional costs to be incurred, such as post-
harvest costs. For in-process biological assets, the fair value at the point of harvest is adjusted based on
the stage of growth.

The Company accretes fair value on a straight-line basis according to stage of growth. As a result, a
cannabis plant that is 50% through its 12-week growing cycle would be ascribed approximately 50% of
its harvest date expected fair value (subject to any wastage adjustments).

The following significant unobservable inputs, all of which are classified as Level-3 on the fair value
hierarchy, were used by management as part of this model:

¢ Selling price: based upon a historical selling price by type, being Flower, Trim and Extracts, for
the variety of all strains of dry cannabis and extracts produced by the Company, which is
expected to approximate future selling prices;

e Average growth cycle: represents the weighted average number of weeks out of the expected
growing cycle that the biological assets have reached as of the measurement date;

20|Page



ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

e Stage of growth and value associated with each stage: Value for each stage of growth is
determined by reference to the percentage of completion, based on the average growth cycle,
and the total expected costs and selling price from inception to harvest;

o Yield by plant: represents the expected number of grams of finished cannabis inventory which
are expected to be obtained from each harvested cannabis plant;

o Wastage: represents the weighted average percentage of biological assets which are expected
to fail to mature into cannabis plants that can be harvested; and

e Post-harvest costs: calculated as the cost per gram of harvested cannabis to complete the sale

of cannabis plants post-harvest, consisting of cost of direct and indirect materials and labour
related to labelling and packaging.

9. Accounts Payable and Accrued Liabilities

December 31, 2022 December 31, 2021
Accounts payable 11,023,392 -
Accrued liabilities 3,147,261 -
Government remittances 6,313,432 -
Payroll liabilities (46,132) 3,951
Other liabilities 767,369 3,120
Total accounts payable and 21,205,322 7,071

accrued liabilities

21 |Page



ATLAS GLOBAL BRANDS INC.

Notes to the Financial Statements

10.

11.

12.

Property, Plant & Equipment

Balance at:

December 31, 2022

Net Book Value
Land 4,798,657
Buildings 14,514,571
Productions rooms 11,338,721
Production equipment 4,998,887
Furniture & office equipment 878,453
Vehicles 7,756
Right of use assets 9,518
Construction in progress 5,864,290

Net Book Value 42,410,854

The majority of the property, plant & equipment was acquired through the Business Combination. A fair
value assessment of the AgMedica facility (including Land, Buildings and Production rooms) was
conducted as part of the purchase price allocation of the transaction and an adjustment has been
recorded to represent the Assets at their acquired Fair Market Value.

The Company has right-of-use assets as for standard office equipment and photocopiers.
Lease Liabilities

Due to the month-to-month term, the Company elected not to recognize ROU assets and lease liabilities
for short-term office leases that have a lease term of 12 months or less and leases of low-value assets.

Term Debt

The Company, as part of the Business Combination, has acquired multiple term debt arrangements as
summarized below:

(a) AgMedica Bioscience Inc.:

A First mortgage payable with a one-year term, a principal balance of $3,000,000, monthly interest only
payments of $28,750 at an interest rate of 11.5% per annum upon the origination of the loan and
$23,750 monthly interest only payments at a renewal interest rate of 9.5% per annum upon renewal,
compounded annually with the balance due at the end of the term, being October 31, 2022. AgMedica
incurred $77,967 of costs associated with the loan origination and $46,113 in costs associated with the
renewal. AgMedica, on November 22, 2022, extended its outstanding first mortgage for an additional 24
months, commencing November 1, 2022. The first mortgage has a principal amount outstanding of
$3,000,000. The terms of the loan extension resulted in a $60,000 renewal fee and the interest rate for
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the first mortgage will be the greater of 9.5% or 5.0% plus the RBC Prime Lending Rate. The $60,000
renewal fee is being paid by AgMedica over the term of 12 months with $5,000 monthly payments. All
other terms associated with the first mortgage remained unchanged.

A Second mortgage payable with a one-year term, a principal balance of $11,550,000, monthly interest
only payments of $139,260 at an interest rate of 15.0% per annum, compounded semi-annually with the
balance due at the end of the term, being August 31, 2024. AgMedica incurred $365,000 of costs
associated with the origination of the loan and $151,673 and $621,000 for the first and second renewal
of the loans respectively. On November 21, 2022, AgMedica further expanded its second mortgage by
$750,000 with a term of 22 months, commencing on December 1, 2022, and maturing on September 1,
2024. The second mortgage has a principal amount owing of $12,100,000. The terms of the loan
extension, results in a $7,500 lender commitment fee and a $7,500 broker fee. All other terms
associated with the second mortgage remain in unchanged.

(b) Atlas Biotechnologies Inc.

On September 3, 2019, Atlas secured a direct loan (“First Direct Loan”) for $7,350,000 of which the
purpose of $5,250,000 was to settle an existing loan and $2,100,000 was received to complete
infrastructure upgrades. The interest rate on the First Direct Loan is 4.15% and is repayable in blended
monthly installments of $76,758 with a maturity date of August 1, 2025. If, at maturity date Atlas is not in
default of principal and interest payments, and there is any principal amount remaining unpaid under the
First Direct Loan, Atlas may renew the First Direct Loan for a further term upon terms and conditions
agreed to between Atlas and the lender. Providing Atlas is not in default of principal and interest
payments, Atlas may prepay all or part of the First Direct Loan at any time without notice or penalty. The
prepayment option represents an embedded derivative, however, is not separated from the host First
Direct Loan as the prepayment option’s exercise price is approximately equal on each exercise date to
the amortized cost of the host First Direct Loan and therefore is considered closely related. The First
Direct Loan is personally guaranteed by Atlas Biotechnologies’ former CEO and two members of the
Board of Directors limited to $700,000 each, a parental guarantee from Atlas and an unlimited
guarantee from Atlas Growers for all present and future debts. The amounts are secured by a
$15,000,000 mortgage and a general assignment of rents and leases on the Facility and a security
agreement on all the present and after acquired personal property, including proceeds, and including
but not limited to all harvested and unharvested crops whether growing or matured and all production,
processing and packaging equipment of Atlas and Atlas Growers.

Also on September 3, 2019, Atlas secured an additional direct loan (“Second Direct Loan”) for
$4,150,000 for the purpose of purchasing equipment and completing additional infrastructure upgrades.
The interest rate on the Second Direct Loan is 4.15% and is repayable in blended monthly installments
of $38,337 with a maturity date of August 1, 2025. Providing Atlas is not in default of principal and
interest payments, Atlas may prepay all or part of the Second Direct Loan at any time without notice or
penalty. The amounts are secured by the same security under the First Direct Loan.

In October 2021, the terms of the First and Second Direct Loans were amended. One of the personal
guarantees for the loans was discharged, resulting in the blended monthly installments being adjusted to
$86,802 and $38,467 respectively beginning on November 1, 2021, and the amortization date being
updated to March 1, 2030.
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In December 2022, in connection with the Business Combination, the terms of the First and Second
Direct Loans were further amended to: (a) re-amortize principal in arrears as at December 22, 2022, in
the amount of $301,910 and $178,721.09, respectively, resulting in a principal balance of
$6,834,979.76 and $1,687,935.16, respectively, as at such date; (b) implement an interest only period
from January 1, 2023 to February 1, 2023, resulting in monthly blended payments commencing on
March 1, 2023 in the amount of $83,546.06 and $41,363.02, respectively; (c) extend the amortization
period to February 1, 2031 in respect of the First Direct Loan and to October 1, 2026 in respect of the
Second Direct Loan; (d) add a limited corporate guarantee of Atlas Global Brands in the amount of
$1,400,000 securing all present and future debts owing in respect of the First and Second Direct Loans;
(e) add and amend certain financial reporting and corporate covenants on the part of Atlas
Biotechnologies and Atlas Growers; and to (f) add certain financial covenants for Atlas Biotechnologies,
requiring that Atlas Biotechnologies maintain on a consolidated basis (i) a minimum debt service ratio of
1.1 to 1.0 commencing on December 31, 2023 (where debt service ratio is defined as EBITDA (earnings
before income tax, depreciation and amortization) divided by the aggregate of the current portion of
long-term debt and the current portion of lease obligations); (ii) a minimum current ratio of 1.0 to 1.0
commencing on December 31, 2022, and increasing to 1.25 to 1.0 thereafter (where current ratio is
defined as current assets divided by current liabilities); (i) a maximum debt to equity ratio of 3.0to 1.0
(where debt to equity ratio is defined as total liabilities less shareholder loans and postponed related
party debt divided by total equity plus shareholder loans and postponed related party debt). The interest
rate of 4.15% was not amended.

On June 23, 2020, Atlas secured the Regional Relief and Recovery Fund (RRRF) loan for $577,000 for
the purposes of covering operating expenses and does not incur interest until the first payment is due on
January 31, 2023. The interest rate is the average bank rate (prime) plus 3%, accrues monthly, and is
payable in monthly blended payments of $16,000, and ending with a final payment of $17,000 on the
maturity date of December 31, 2025.

Convertible debentures

During 2020, Atlas Biotechnologies issued convertible debentures for a total of $875,000 with a maturity
date of May 1, 2021, and a unilateral option for Atlas to extend the maturity date by 12 months, bearing
interest at 12% per annum, and convertible into Class B non-voting common shares at $3 per share.
$93,750 was allocated to the conversion option and recorded in equity. At the maturity date, $350,000
plus accrued interest of $42,000 was converted into Class B non-voting common shares. The maturity
date for the remaining $525,000 was extended to May 31, 2022, at the option of Atlas. An amount of
$56,250 was allocated to the extension of the conversion option and recorded in equity.

During 2021, Atlas issued additional convertible debentures for a total of $800,000 with maturity dates
from February 25, 2022, to July 23, 2022, bearing interest from 8 % to 12%, and convertible into Class
B non-voting common shares at $3 per share. $65,873 was allocated to the conversion option and
recorded in equity. Atlas has a unilateral option to extend the maturity date by 12 months for $610,591
of these debentures.

During 2022, Atlas issued additional convertible debentures for a total of $30,000 with a maturity date of
February 25, 2023, bearing interest at 12%, and convertible into Class B non-voting common shares at
$3 per share. $3,214 was allocated to the conversion option and recorded in equity. There is no option
for renewal.
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At the maturity date, $700,000 was renewed for an additional year. The renewed options have maturity
dates from February 25, 2023, to July 23, 2023, with no option for renewal. An amount of $58,466 was
allocated to the extension of the conversion option and recorded in equity.

In connection with the Business Combination, the outstanding Debentures were converted into term
loans such that as at December 31, 2022: (i) the aggregate principal owing in respect of the such term
loan, as converted, was $930,000, with no more than $150,000 aggregate principal amount becoming
due prior to June 30, 2023. The interest rate on the term loans do not exceed 15%.

Non-Current Liabilities

The Company acquired 4,999,933 Class B - Preferred Shares from AgMedica which were issued on
October 9, 2020, prior to the Business Combination. The Class B - Preferred Shares are non-voting in
nature. Each Class B Preferred Share shall be entitled to receive a pro rata annual cumulative return of
capital from an amount equal to 10% of AgMedica’s Free Cash Flow (defined below) during that fiscal
year, based on AgMedica’s annual financial statements, with payment to be rendered within 60 days
after AgMedica issues its annual financial statements.

The Class B - Preferred Shares shall become automatically redeemable by AgMedica on the date on
which the entire principal amount of $4,999,933 has been returned to the Class B Converting Creditors
by way of preferential return of capital or any other distributions of capital.

“Free Cash Flow” means the sum of:

(a) AgMedica’s consolidated net income (that is attributable to AgMedica) after tax, before the free cash
flow sweep; plus/minus

(b) All of AgMedica’s non-cash charges or credits (i.e., depreciation, deferred tax, etc.) included in the
calculation of “(a)” above; plus/minus

(c) The changes in AgMedica’s working capital in the year; less

(d) The capital expenditures (including, without limitation, capital expenditures relating to expansion and
maintenance) incurred in the course of AgMedica’s business in the year; less

(e) Mandatory debt principal payments.

The Company has determined that the Class B - Preferred Shares are a financial liability, as the
Company has a contractual obligation to deliver cash to settle the Class B - Preferred Shares. The legal
form of the contract is a Preferred Share, but in effect the substance of the instrument is a financial
liability. The Class B - Preferred Shares have no fixed repayment terms and repayment is based on the
Company'’s ability to generate Free Cash Flow. At the time of issuance, the Company performed a
forecast to prospectively assess when the Company expects to settle the Class B - Preferred Shares in
full, resulting in a discount upon issuance of the Class B - Preferred Shares of $2,490,394.

Share Capital

(a) Common Shares — Authorized and Issued

An unlimited number of voting common shares without par value are authorized. As of December 31,
2022, the Company had 151,066,781 common shares issued and outstanding, 12,034,759 stock
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options and 600,000 restricted share units. The stock options and restricted share units are exercisable
into common shares of the Company.

(b) Class B — Preferred Shares

Refer to Note 13 for the details relating to the Class B — Preferred Shares.
16. Related Party Transactions

Key management personnel include those persons having authority and responsibility for planning,
directing, and controlling the activities of the Company as a whole. The Company has determined that
key management personnel consist of members of the Company’s Board of Directors and Corporate
Officers. As of December 31, 2022, there was $nil intercompany balances.

Atlas Biotech and AgMedica, both being Canadian cannabis Licensed Producers have greater

opportunity to leverage the key value drivers in each of their respective facilities, allowing for the
exchange of goods and services that deliver the most cost effective and commercially sound solutions.

17. Operating Expenditures by Nature

The following is a reconciliation of the Company’s operating expenditures by function to operating
expenditures by nature:

December 31, December 31,
2022 2021
Company acquisition expenses 493,067 -
Legal and professional fees 340,660 41,188
Travel and other employee expenses 16,287 -
Salaries, wages and other employee benefits (1,217) 58,229
Facility expenses - 25,670
Insurance - 1,062
Office expenses 3,306 1,126
Other 10,676 1,149
Total Operating Expenses 862,779 128,424

18. Changes in Non-Cash Working Capital ltems

December 31, 2022 December 31, 2021
Accounts receivable (126,874) (286,335)
Accounts payable and 484,090 6,701
accrued liabilities
Total 357,216 (279,634)
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20.

Other Income

The Company generates rental income earned from operating leases with third party tenants in the
Company’s owned properties. These properties are carried at amortized cost and included in property,
plant, and equipment on the Consolidated Statements of Financial Position.

The Company expects to generate other income from lease payments under non-cancellable operating
leases within the next five years as follows:

Total
December 31, 2022 to March 31, 2023 97,853
2024 250,536
2025 151,500
2026 22,135
2027 and beyond -
Total Lease Payments 522,024

Net Finance Costs

(a) Finance Costs

21.

22.

The Company incurred an immaterial amount of finance costs during the periods reported as the
Cambrosia business was funded primarily through equity raises.

Capital Management

The Company's objective when managing capital is to safeguard its ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce the cost of capital. In order to maintain or adjust the capital
structure, the Company may issue new shares, sell assets to reduce debt or issue new debt.

Financial Instruments

(a) Market risk

Market risk is defined as the risk that the fair value of future cash flows of a financial instrument held by
the Company will fluctuate because of changes in market prices. Market risk includes the risk of
changes in interest rates, currency exchange rates and changes in market prices due to other factors
including changes in equity prices.

(b) Currency risk

The Company is exposed to foreign currency in the seven international jurisdictions in which it currently
operates. The Company aims to negotiate terms of supply agreements from Canada to be denominated
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in CAD. Where this is not commercially reasonable, deposits are secured up front so as to mitigate any
significant currency risk.

(c) Interest rate risk

Interest rate risks on the interest-bearing financial liabilities are limited due to the fact that they are fixed
rate interest instruments carried at amortized cost.

(d) Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations. Credit risk principally impacts the Company’s cash,
and accounts receivable. The Company is exposed to credit-related losses in the event of non-
performance by the counterparties.

The Company provides credit to its customers in the normal course of business and has established
credit evaluation and monitoring processes to mitigate credit risk. The Company has assessed that it has
limited customer credit risk due to the fact that accounts receivable is primarily from the sale of cannabis
to government agencies and large retail outlets and have a payment terms of 30 — 60 days. For smaller
customers, payment is fulfilled through the processing of a credit card or obtaining payment in advance
of delivery, therefore limiting the Company’s credit risk exposure on these types of transactions.

Since the inception of the Company, no credit losses have been incurred in relation to cash held by the
bank or on any other amounts receivable.

The Company’s aging of receivables was approximately as follows per the reporting periods-ended:

December 31, 2022

Current 5,508,457
61— 120 Days 265,047
Greater than 120 Days 1,114
Total 5,774,618

(e) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become
due. The Company manages its liquidity risk by reviewing on an ongoing basis its capital requirements
and raises capital as required to support investment in production facilities and working capital
requirements. Other than as noted in the description of the Business Transaction, during the twelve
months ended December 31, 2022 and nine month period ended December 31, 2021 respectively, the
Company did not complete any equity financings.

(f) Fair value of financial assets and liabilities that are measured at fair value on a recurring basis

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether the price is
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directly observable or estimated using another valuation technique. In estimating the fair value of an
asset or a liability, the Company considers the characteristics of the asset or liability if market
participants would take those characteristics into account when pricing the asset or liability at the
measurement date.

Fair value measurements are classified using a fair value hierarchy that reflects the significance of the
inputs used in making the measurements. The fair value hierarchy has the following levels:

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

o Level 2: valuation techniques based on 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

e Level 3: valuation techniques using inputs for the asset or liability that are not based on
observable market data (unobservable inputs). The fair value hierarchy requires the use of
observable market inputs whenever such inputs exist. Further information on fair value
measurements is available in Note 2.

Presently the Company is not employing any Level 3 valuation techniques for significant unobservable
inputs in the fair value measurement of Level 3 financial instruments other than for valuation of the Class
B Preferred Shares in Note 13.

(g) Fair value of financial assets and liabilities that are not measured at fair value, but fair value

23.

24.

disclosures are required

The carrying values of cash, accounts receivable, and accounts payable and accrued liabilities
approximate their fair values due to their short-term to maturity. The carrying value of the debt and
equipment financings approximate their fair value as the loans were taken out with third parties on
commercial terms.

Segmented Information

The Company operates in one segment, the production and sale of cannabis and cannabis related
products.

Commitments and Contingencies

There are no significant commitments or contingencies recorded as at December 31, 2022.
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25.

20.

Revenue breakdown

Cambrosia, as the accounting acquirer in the Business Combination, is not a selling entity. Given the
Business Combination concluded on December 30, 2022, there would not have been any activity to be
reflected on the Statement of Loss and Comprehensive Loss.

Subsequent events

On February 7, 2023, the Company announced that, its wholly-owned subsidiary, Cambrosia, had
signed a definitive agreement through Cambrosia to acquire a 51% interest in Harmony Al Holdings Ltd.,
an Israeli licensed cannabis “Trading House” intended to serve as the Company’s hub for imports to and
distribution within Israel, and Harmony I.L. Management and Escorting Ltd., which owns two pharmacies
licensed to dispense medical cannabis in Israel, for consideration of up to 2,800,702 common shares of
the Company at a deemed price of $1 per common share. Pursuant to the definitive agreement, the
Company will loan an aggregate of $196,180 to the vendors immediately, which loan will be guaranteed
by the vendors and will be repaid immediately in the event the transaction does not close. After closing,
the Company will make an additional loan of the same amount. The parties are unrelated and negotiated
at arm’s length.

On February 27, 2023, the Company announced that it signed a definitive agreement to acquire
GreenSeal Cannabis Company, Ltd. and GreenSeal Nursery, Ltd. (together “GreenSeal”), a privately-
owned Ontario-based licensed cannabis producer. GreenSeal is expected to be accretive to Atlas’
international strategy, adding a GACP and CUMCS certified facility with a vertical cultivation model. This
is expected to expand the Company’s annual production capacity by approximately 3,500 kg and adds a
nursery program with hundreds of exotic genetics, further establishing the Company’s international
footprint. Pursuant to the definitive agreement, the Company will issue up to 11,500,000 common
shares in the Company (the “Consideration Shares”) to acquire 100% ownership of the issued and
outstanding common and preferred shares of GreenSeal. The Consideration Shares will be subject to a
lock-up pursuant to which 15% of the Consideration Shares will be released every six months
commencing on the six-month anniversary of closing of the until the 36-month anniversary of the closing
of the Acquisition. The parties are unrelated and negotiated at arm’s length.

Neither of the proposed transactions are subject to shareholder approval but are subject to various third-
party consents and regulatory approvals related to the change of control of cannabis license holders.

QD | ALLAS
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