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NOTICE OF NO AUDITOR REVIEW OF 
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

 
In accordance with National Instrument 51-102 Part 4, subsection 4.3(3)(a), if an auditor has not 
performed a review of these condensed interim consolidated financial statements, they must be 
accompanied by a notice indicating that these condensed interim consolidated financial statements 
have not been reviewed by an auditor. 
 
The accompanying unaudited condensed interim consolidated financial statements of 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 condensed interim consolidated financial 
statements in accordance with standards established by the Canadian Institute of Chartered 
Accountants for a review of condensed interim consolidated financial statements by an entity’s 
auditor. 
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GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.) 
Condensed Interim Consolidated Statements of Financial Position 
(Expressed in Canadian dollars) 
(Unaudited) 
 

 
September 30, 

2019 
December 31, 

2018 

   

Assets   

Current assets   

Cash $ 2,679,007 $ 31 

Accounts receivable (Note 4) 51,206 - 

Prepaid 10,294 - 

Biological assets (Note 5) 1,310,581 - 

Loans receivable (Note 6) -   10,250 

Other receivables 208 50 

Total current assets 4,051,296 10,331 

   

Land (Note 7) 201,300 - 

   

Total assets $ 4,252,596 $ 10,331 

   

Liabilities and shareholders’ deficit    

Current liabilities   

Accounts payable (Note 9) $ 116,675 $ - 

Loans payable (Note 8 and 6) 3,409 10,500 

Total liabilities 120,084 10,500 

   

Shareholders’ deficit   

Share capital (Note 12) 7,643,265 51 

Contributed surplus 277,980 - 

Deficit (3,788,733) (220) 

Total shareholders’ deficit 4,132,512 (169) 

Total liabilities and shareholders’ deficit $ 4,252,596 $ 10,331 

 
Nature of business and continuance of operations (Note 1) 
Subsequent events (Note 8) 
 
 
Approved and authorized for issuance on behalf of the Board of Directors on November 25, 2019 by: 

/s/ Frederick Pels  /s/ James Tworek 

Frederick Pels, Director  James Tworek, Director 

 



 

(The accompanying notes are an integral part of these condensed interim consolidated financial 
statements) 
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GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.) 
Condensed Interim Consolidated Statements of Net and Comprehensive Loss  
(Unaudited) 
(Expressed in Canadian dollars) 
 

 Three months 
ended  

September 
30,2019 

Three months 
ended  

September 
30,2019 

Nine months 
ended  

September 30, 
2019 

Period from  
June 22, 2018 to 
September 30, 

2018 

     

Expenses     

Advertising and promotion $ 152,472 $ - $ 153,316 $ - 

Consulting (Note 9) 484,302 - 484,302 - 

Foreign exchange loss 275 - 275 - 

Insurance 3,179 - 3,179 - 

Interest expense 107 - 107 - 

Land property tax (6,900) - 13,700 - 

Management and directors fee 
(Note 9) 

15,000 - 15,000 - 

Office and administration  
(Note 9) 

(21,865) - (21,545) - 

Professional fees (93,774) - 42,176 - 

Share based compensation 444,180 - 444,180 - 

Transfer agent 4,790 - 4,790 - 

Travel 1,156 - 1,156 - 

Total expense 982,922 - 1,140,636 - 

     

Interest income (22,946) - (22,946) - 

Loss (gain) on acquisition of Gaia 
Bio (Note 10) 

(20,205) - 283,375 - 

Listing transaction expense (Note 
11) 

2,385,503 - 2,385,503 - 

Income tax paid 1,945 - 1,945 - 

Net and comprehensive loss for 
the period 

$ 3,327,219 - $ 3,788,513 $ - 

     

Net loss per share, basic and 
diluted 

$ (0.05) $ - $ (0.09) $ - 

     

Weighted average shares 
outstanding, basic and diluted  

68,461,945 1 42,069,261 510,000 

 
 



 

(The accompanying notes are an integral part of these condensed interim  
consolidated financial statements) 
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GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.) 
Condensed Interim Consolidated Statement of changes in Equity 
(Unaudited) 
(Expressed in Canadian dollars) 
 
 

 Share capital     

Number of 
shares 

Amount 
Contributed 

surplus 
Deficit 

Total 
shareholders’ 

deficit 

Balance, June 22, 2018  510,000 $ 51 $ - $ - $ 51 

  Forward split 59,490,000 - - - - 

  Net loss for the period - -  - - 

Balance, September 30, 2018 60,000,000 $ 51 - $ - $ 51 

 
 

Balance, January 31, 2019 60,000,000 $ 51 $ - $ (220) $ (169) 

         

   Shares acquired of legal parent (60,000,000) (51) - - (51) 

   Shares issued to principals of Spirit Bear 28,800,012 2,880,001 - - 2,880,001 

   Consideration shares 120,000,000 - - - - 

   Shares issued in private placement 45,076,969 4,507,697 - - 4,507,697 

   Finders’ shares 6,325,000 - - - - 

   Share issue costs - (140,633) - - (140,633) 

   Stock options exercised 2,300,000 396,200 (166,200) - 230,000 

   Stock options granted - - 444,180 - 444,180 

   Net loss for the period - -  (3,788,513) (3,788,513) 

Balance, September 30, 2019 202,501,981 $ 7,643,265 $ 277,980 $ (3,788,733) $ 4,132,512 

 
 



 

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

 
5 

 
GAIA GROW CORP.   
(Formerly Spirit Bear Capital Corp.) 
Condensed Interim Consolidated Statements of cash flows 
(Unaudited) 
(Expressed in Canadian dollars)  
 

 

Nine months  
ended  

September 30, 2019 

Period from  
June 22, 2018 to 

September 30, 2018 

   

Operating activities   

Net loss for the period  $ (3,788,513) $ - 

Items not affecting cash   

  Share based compensation 444,180 - 

  Acquisition of Gaia Bio 285,125 - 

  Listing expense 2,385,502 - 

Adjustments:   

Other receivables (26,609) (50) 

Accounts payable (55,743) - 

Prepaid (9,753) - 

Net change in biological assets (1,310,581) - 

Net cash used in operating activities (2,076,392) (50) 

   

Investing activity   

Acquisition of Gaia Bio (200,000) - 

  Cash acquired in RTO 562,465 - 

  Acquisition of land (201,300) - 

Net cash used in investing activity $ 161,165 $ - 

   

Financing activities   

Proceeds from exercise of stock options 230,000 - 

Shares issued for cash, net of cash share issue costs 4,367,064 51 

Loan repaid (2,861) - 

Net cash provided by financing activities 4,594,203 51 

   

Increase in cash $ 2,678,976 $ 1 

Cash, beginning of period 31 - 

Cash, end of period $ 2,679,007 $ 1 

   
 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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1. Nature of Business and Continuance of Operations 
 
Gaia Grow Corp. formerly Spirit Bear Capital Corp.) (the “Company”) was incorporated on 
June 22, 2018 under “Gaia Investments Inc.” and subsequently changed its name to Gaia Grow 
Corp. The Company’s head office is located at 10th Floor, 595 Howe Street, Vancouver, BC, 
Canada.  
 
On January 31, 2019, the Company entered into an amalgamation agreement (the 
“Amalgamation Agreement”) with Spirit Bear Capital Corp. and its wholly owned subsidiary 
1193805 B.C. Ltd. (collectively known as “SBG”), a public company listed on the TSX Venture 
Exchange (“TSX-V”). In accordance with the terms of the Amalgamation Agreement, the 
Company and SBG combined their respective businesses by way of a three-cornered 
amalgamation (the “Transaction”).  
 
Subsequent to the Transaction, the combined entity continues as a wholly-owned subsidiary of 
SBG. The resulting issuer changed its name to Gaia Grow Corp. and continues to carry on the 
business of Gaia Bio, which is in the business of developing a facility and infrastructure for 
the manufacturing and marketing of hemp-based products in Canada. The Transaction was 
closed on July 23, 2019.  
 
These condensed interim consolidated financial statements have been prepared on a going 
concern basis, which assumes that the Company will be able to meet its obligations and 
continue its operations for its next fiscal year. Realization values may be substantially different 
from carrying values as shown. As at September 30, 2019, the Company had not yet generated 
any revenue, has a working capital of $3,931,212, and has accumulated losses of $3,788,513 
since inception. 
 
The Company’s ability to continue as a going concern is dependent upon its ability to generate 
future profitable operations, to obtain the necessary financing to meet its obligations and repay 
its liabilities arising from normal business operations when they come due. These factors 
indicate the existence of a material uncertainty that may cast significant doubt the Company’s 
ability to continue as a going concern. These condensed interim consolidated financial 
statements do not give effect to adjustments that would be necessary to the carrying values and 
classification of assets and liabilities should the Company be unable to continue as a going 
concern. 
 
 
 
 
 
 
 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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2. Basis of Preparation 
 

(i) Statement of Compliance 
 

These condensed interim consolidated financial statements have been prepared in 
accordance with IAS 34 “Interim Financial Reporting” (“IAS 34”). These condensed interim 
consolidated financial statements have been prepared in accordance with International 
Financial Reporting Standards (“IFRS") as issued by the International Accounting Standards 
Board (“IASB”) and interpretations by the International Financial Reporting Interpretations 
Committee ("IFRIC").  

 
These condensed interim consolidated financial statements were approved by the Board of 
Directors of the Company on November 25, 2019. 

 
(ii)    Basis of measurement 

 
These condensed interim consolidated financial statements have been prepared on a historical 
cost basis except for biological assets which are measured at fair value, as explained in the 
accounting policies below. 

 
Historical cost is fair value of the consideration given in exchange for goods and services 
generally based upon the fair value at the time of the transaction of the consideration given in 
exchange for assets. 

 
(iii)   Functional and presentation currency 

 
These condensed interim consolidated financial statements are presented in Canadian dollars, 
which is the Company’s and its subsidiaries functional currency. 

 
(iv) Basis of consolidation 

 
These condensed interim consolidated financial statements include the accounts of the 
Company and its subsidiary Gaia Bio on a consolidated basis after elimination of intercompany 
transactions and balances. Subsidiaries are entities the Company controls when it is exposed, or 
has rights, to variable returns from its involvement and has the ability to affect those returns 
through its power to direct the relevant activities of the entity. 

 
3. Significant Accounting Policies 

 
(i) Cash and cash equivalents 

 
Cash and cash equivalents include cash-on-hand and deposits held with financing institutions.  
The Company considers short-term investments to be investing activity. 

 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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3. Significant Accounting Policies (continued) 
 
(ii) Biological assets 

 
While the Company’s biological assets are 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 Inventories. 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 of manufacturing assets.  All direct and indirect 
costs of biological assets are capitalized as they are incurred. Unrealized fair value gains/losses 
on growth of biological assets are recorded on the consolidated statements of income and 
comprehensive income. Biological assets are measured at their fair value less costs to sell on the 
consolidated statement of financial position. 

 
(iii) Inventories 
 
Inventories for finished goods and packaging, and supplies are initially valued at cost, and 
subsequently at the lower of cost and net realizable value. Net realizable value is the estimated 
selling price in the ordinary course of business, less the estimated costs to sell. The Company 
reviews inventories for obsolete, redundant and slow-moving goods and any such inventories 
identified are written down to net realizable value. The direct and indirect costs of finished 
goods inventory initially include the fair value of the biological asset at the time of harvest. They 
also include subsequent costs such as materials, labour and depreciation expense on equipment 
involved in packaging, labeling and inspection.  All direct and indirect costs related to inventory 
are capitalized as they are incurred, and they are subsequently recorded within cost of sales on 
the consolidated statements of income and comprehensive income at the time cannabis is sold. 
Inventory is measured at lower of cost or net realizable value on the statement of financial 
position. 
 
(iv)  Property, plant and equipment 
 
Property, plant and equipment are initially recognized at acquisition cost or manufacturing cost, 
including any costs directly attributable to bringing the assets to the location and condition 
necessary for them to be capable of operating in the manner intended by the Company’s 
management. Property, plant and equipment are subsequently measured at cost less 
accumulated depreciation and impairment losses. 
 
 
 
 
 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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3. Significant Accounting Policies (continued) 
 
Depreciation is recognized on a straight-line basis to write down the cost less estimated residual 
value of buildings, computer equipment and growing equipment. The following useful lives are 
applied: 
 
 Building   25 years  
 Growing equipment  10 years  
 Computer equipment  5 years  
 Vehicles   5 years  
 Furniture and fixtures  10 years 
 
Gains or losses arising on the disposal of property, plant and equipment are determined as the 
difference between the disposal proceeds and the carrying amount of the assets and are 
recognized in profit or loss within other income or other expenses. 
 
Assets in process are transferred to the appropriate asset class when available for use and 
depreciation of the assets commences at that point. 
 
(iv)  Property, plant and equipment (continued) 
 
An asset’s residual value, useful life and depreciation method are reviewed during each financial 
year and adjusted if appropriate. When parts of an item of equipment have different useful lives, 
they are accounted for as separate items (major components) of property, plant and equipment 
 
(v) Goodwill 
 
Goodwill represents the future economic benefits arising from a business combination that are 
not individually identified and separately recognized. Goodwill is carried at cost less 
accumulated impairment losses.  
 
(vi) Assets held for sale 
 
Assets and liabilities held for sale are no longer depreciated and are presented separately in the 
statement of financial position at the lower of their carrying amount and fair value less costs to 
sell. An asset is regarded as held for sale if its carrying amount will be recovered principally 
through a sale transaction, rather than through continuing use. For this to be the case, the asset 
must be available for immediate sale and its sale must be highly probable. 
 
 
 
 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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3. Significant Accounting Policies (continued) 
 
(vii) Impairment of long-lived assets 
 
Long-lived assets, including property, plant and equipment are reviewed for indicators of 
impairment. Goodwill is reviewed for impairment at each reporting date or whenever events or 
changes in circumstances indicate that the carrying amount of an asset exceeds its recoverable 
amount. For the purpose of impairment testing, assets that cannot be tested individually are 
grouped together into the smallest group of assets that generates cash inflows from continuing 
use that are largely independent of the cash inflows of other assets or groups of assets (the 
cash-generating unit, or "CGU"). The recoverable amount of an asset or a CGU is the higher of 
its fair value, less costs of disposal, and its value in use. If the carrying amount of an asset 
exceeds its recoverable amount, an impairment charge is recognized immediately in profit or 
loss equal to the amount by which the carrying amount exceeds the recoverable amount. Where 
an impairment loss subsequently reverses, the carrying amount of the asset is increased to the 
lesser of the revised estimate of recoverable amount, and the carrying amount that would have 
been recorded had no impairment loss been recognized previously. 
 
(viii) Financial instruments 
 
Financial instruments consist of financial assets and liabilities and are initially measured at fair 
value. Financial assets and liabilities are recognized in the consolidated statements of financial 
position when the Company has become party to the contractual provision of the instruments.  
The accounting policies for financial instruments are described below and the composition of 
the Company’s financial instruments and related risks are disclosed in Notes 10. 
 
Financial assets are derecognized when the contractual rights to the cash flows from the 
financial asset expire, or when the financial asset and substantially all the risks and rewards are 
transferred. A financial liability is derecognized when it is extinguished, discharged, cancelled or 
expires. 
 

(1) Financial assets 
 

Measurement of financial assets in subsequent periods depends on whether the financial 
instrument has been classified as fair value through profit or loss (FVTPL), available-for-
sale, held-to-maturity, or loans and receivables as defined by IAS 39 Financial Instruments. 

 
 
 
 
 
 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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3. Significant Accounting Policies (continued) 
 

(a) At Fair Value Through Profit or Loss (“FVTPL”) 
 

Assets in this category are derivatives or other assets classified as held-for-trading (i.e. 
acquired or incurred principally for the purpose of selling or repurchasing in the near 
term) or designated as FVTPL upon initial recognition subject to meeting certain 
conditions.  After initial recognition, such assets are measured at fair value with 
changes therein being recognized in profit or loss. The Company has no financial 
assets that are at FVTPL. 

 
(b) Available for Sale 

 
Assets in this category are non-derivative financial assets that are either designated as 
available-for-sale or do not fit into one of the other categories.  After initial 
recognition, available-for-sale assets are measured at fair value with changes therein 
(excluding those attributable to impairment) being recognized directly in other 
comprehensive income (loss). The Company has no financial assets that are classified 
as available-for-sale. 

 
(c)  Loans and Receivables 

 
Loans and receivables are financial assets with fixed or determinable payments that are 
not quoted in an active market. After initial recognition, loans and receivables are 
measured at amortized cost using the effective interest method, less any impairment 
losses.  The carrying amount is reduced through the use of an allowance account.  
When an amount receivable is considered uncollectible, it is written off against the 
allowance account. Subsequent recoveries of amounts previously written off are 
credited against the allowance account. Changes in the carrying amount of the 
allowance are recognized in profit or loss. The Company has cash and accounts 
receivables which are classified as loans and receivables. 

 
(d)  Held-to-Maturity 

 
Assets in this category are financial assets with known payments and a fixed maturity 
date. In addition, the Company has the positive intention and ability to hold the 
financial asset to maturity, other than those initially designated as held- for-trading, 
available-for-sale, or loans and receivables as explained above. After initial recognition, 
held-to-maturity investments are measured at amortized cost using the effective 
interest method. The Company’s short-term investments are classified as held-to-
maturity financial assets. 

 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 
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3. Significant Accounting Policies (continued) 
 

(2) Financial liabilities 
 

Measurement of financial liabilities subsequent to initial recognition depends on whether 
they are classified as FVTPL or other financial liabilities as defined by IAS 39 Financial 
Instruments.  
 

(a) At FVTPL  
 
Financial liabilities in this category are derivatives or liabilities classified as held-for-
trading or designated as FVTPL upon initial recognition subject to meeting certain 
conditions. After initial recognition, such liabilities are measured at fair value with 
changes in fair value being recognized in profit or loss.  The Company has no financial 
liabilities at FVTPL. 

 
(b) Other Financial Liabilities 

 
Liabilities in this category are non-derivative financial liabilities that are not classified 
as held-for-trading.  After initial recognition, such liabilities are measured at amortized 
cost using the effective interest rate method.  The Company has accounts payable and 
accrued liabilities and long-term debt which are classified as other financial liabilities. 

 
(3) Transaction costs 

 
For FVTPL financial assets and liabilities, transaction costs on initial recognition, and 
thereafter, are included directly in profit or loss. For other categories of financial assets and 
liabilities, transaction costs are capitalized and included in the calculation of the effective 
interest rate – i.e. amortized through profit or loss over the term of the related instrument. 

 
(4) Impairment of financial assets 

 
Financial assets, other than those classified as FVTPL, are assessed for indicators of 
impairment at the end of each reporting period. Financial assets are impaired where there is 
objective evidence that, as a result of one or more events that occurred after initially 
recognizing the financial asset, the present value of estimated future cash flows determined 
based on the instrument’s original effective interest rate are lower than the asset’s carrying 
amount.  The financial asset’s carrying amount is reduced through the use of an allowance 
account.  Subsequent recoveries of amounts previously written off are adjusted against the 
allowance account.  Changes in the carrying amount of the allowance account are 
recognized in earnings or loss. 

 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 

 

13 | P a g e  
 

3. Significant Accounting Policies (continued) 
 
(5) Compound instruments 

 
The component parts of compound instruments (convertible debt) issued by the Company 
are classified separately as financial liabilities and equity in accordance with the substance 
of the contractual agreements and the definitions of a financial liability and equity 
instrument. A conversion option that will be settled by the exchange of a fixed amount of 
cash or another financial asset for a fixed number of the Company’s own equity 
instruments is an equity instrument. 

 
At the date of issue, the fair value of the liability component is estimated using the 
prevailing market interest rate for similar non-convertible instruments. This amount is 
recorded as a liability on an amortized cost basis using the effective interest method until 
extinguished upon conversion or on the instrument’s maturity date. 

 
The conversion option classified as equity is determined by deducting the amount of the 
liability component from the fair value of the compound instrument as a whole. This is 
recognized and included in equity, net of income tax effects, and is not subsequently re-
measured. In addition, the conversion option classified as equity will remain in equity until 
the conversion option is exercised, in which case, the balance recognized in equity will be 
transferred to share capital. If the conversion option remains unexercised at the maturity 
date of the convertible debt, the balance recognized in equity will be transferred to 
accumulated deficit.  No gain or loss is recognized in profit or loss upon conversion or 
expiration of the conversion option. 

 
Transaction costs that relate to the issue of the convertible debentures are allocated to the 
liability and equity components in proportion to the allocation of the gross proceeds. 
Transaction costs relating to the equity component are recognized directly in equity.  
Transaction costs relating to the liability component are included in the carrying amount of 
the liability component and are amortized over the term of the convertible debentures 
using the effective interest method. 

 
(6) Effective interest method 

 
The effective interest method is a method of calculating the amortized cost of a financial 
instrument and of allocating interest income over the relevant period. The effective interest 
rate is the rate that exactly discounts estimated future cash receipts through the expected 
life of the financial instrument or, where appropriate, a shorter period, to the net carrying 
amount on initial recognition. 
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3. Significant Accounting Policies (continued) 
 
(ix) Share-based payments 
 
The Company measures equity settled share-based payments based on their fair value at the 
grant date and recognizes compensation expense in profit or loss over the vesting period based 
on the Company’s estimate of equity instruments that will eventually vest. Fair value for options 
is determined using the Black-Scholes pricing model and fair value for Restricted Share Units 
(RSUs) is determined using the Company’s share price at the grant date. 
 
Expected forfeitures are estimated at the date of the grant and subsequently adjusted if further 
information indicates actual forfeitures may vary from the original estimate. The impact of the 
revision of the original estimate is recognized in profit or loss such that the cumulative expenses 
reflects the revised estimate. 
 
For stock options granted to non-employees, the expense is measured at the fair value of the 
good and services received except when the fair value cannot be estimated in which case it is 
measured at the fair value of the equity instrument granted. 
 
Consideration paid by employees or non-employees on the exercise of options is recorded as 
share capital and the related share-based expense is transferred from share-based reserve to 
share capital. 
 
(x) Earnings (loss) per share 
 
Basic earnings (loss) per share is calculated by dividing net income (loss) attributable to 
common shareholders by the weighted-average number of shares outstanding during the 
period.  Diluted earnings (loss) per share is calculated in a similar manner, but with adjustments 
to give effect to all dilutive potential common shares outstanding during the period. The 
dilutive effect of warrants and options is calculated using the treasury stock method. The if-
converted method which assumes that all convertible debt has been converted if the debt is in-
the-money is used to calculate the dilutive effect of convertible debt. Anti-dilutive effects of 
potential conversions of securities are ignored for this calculation. 
 
(xi) Revenue recognition 
 
Revenue from the sale of cannabis is recognized when the Company has transferred the 
significant risks and rewards of ownership to the customer, the amount of revenue can be 
reliably measured and it is probable that the Company will receive the previously agreed upon 
payment. Significant risks and rewards are generally considered to be transferred when the 
product leaves the Company’s premises. Revenue from providing services are recognized when 
the service is performed. Revenue is recognized at the fair value of the consideration received 
or receivable. 
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3. Significant Accounting Policies (continued) 
 
(xii) Income taxes 
 
The measurement of income taxes payable and deferred income tax assets and liabilities 
requires management to make judgments in the interpretation and application of the relevant 
tax laws. The actual amount of income taxes only becomes final upon filing and acceptance of 
the tax return by the relevant authorities, which occurs subsequent to the issuance of the 
condensed interim consolidated financial statements. 
 
Income tax expense (recovery) in profit or loss is the sum of current and deferred tax as 
explained below. 
 
Current tax is the expected income tax payable (recoverable) on the taxable income (loss) for 
the period, using tax rates enacted, or substantively enacted, as at the end of the reporting 
period.  Current tax expense (recovery) included in profit or loss reflects the current tax for the 
reporting period, plus adjustments to the current tax of prior periods, less current tax recorded 
directly in other comprehensive income (loss) or equity. 
 
Deferred taxes are accounted for under the liability method and are the taxes expected to be 
payable or recoverable on the temporary differences between the carrying amounts of assets 
and liabilities in the financial statements and the corresponding tax bases used in the 
computation of taxable income.  Deferred tax liabilities are generally recognized for all taxable 
temporary differences and deferred tax assets are recognized to the extent that it is probable 
that taxable income will be available against which deductible temporary differences and unused 
tax losses and tax credits can be utilized. Deferred tax is calculated on a non-discounted basis, 
using enacted or substantively enacted tax rates expected to apply to taxable income in the years 
in which those temporary differences are expected to be recovered or settled.  The carrying 
amounts of individual deferred tax assets are reviewed at the end of each reporting period but 
are only recognized for the proportion probable that sufficient taxable profits will be available 
for such assets to be recovered. 
 
Deferred tax is not recognized for temporary differences related to the initial recognition of 
assets or liabilities in a transaction that is not a business combination and that affects neither 
accounting nor taxable profit or loss; differences relating to investments in subsidiaries to the 
extent that it is probable that they will not reverse in the foreseeable future; and, differences 
arising on the initial recognition of goodwill. 
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3. Significant Accounting Policies (continued) 
 
(xiii) Borrowing costs 
 
Borrowing costs directly attributable to the acquisition, construction or production of qualifying 
assets, which are assets that necessarily take a substantial period of time to get ready for their 
intended use or sale, are added to the cost of those assets, until such time as the assets are 
substantially ready for their intended use or sale. Other borrowing costs are expensed in the 
period in which they are incurred and reported in finance costs. No borrowing costs were 
capitalized during the periods presented. 
 
(xiv) Discontinued operations 
 
A disposal group is presented as a discontinued operation if all of the following conditions are 
met: 1) it is a component of the Company for which operations and cash flows can be clearly 
distinguished operationally and financially from the rest of the Company, 2) it represents a 
separate major line of business of operations that either has been disposed of or is classified as 
held for sale; or it is part of a single coordinated plan to dispose of a separate major line of 
business of operations. 
 
Assets in a disposal group classified as held for sale are presented separately in the consolidated 
statements of financial position. Discontinued operations are presented separately from 
continuing operations in the consolidated statements of income (loss) and consolidated 
statement of cash flows. 
  
(xv) Critical accounting estimates and judgments 
 
The preparation of the condensed interim consolidated financial statements in conformity with 
IFRS requires management to make judgments, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these estimates. 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 years affected. 
 
The following are the estimates made by management in applying the accounting policies of the 
Company that have the most significant effect on the financial statements. 
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3. Significant Accounting Policies (continued) 
 

(1) Biological assets and inventory 
 

Determination of the fair value of biological assets requires the Company to make a 
number of estimates, including estimating the stage of growth of the cannabis up to the 
point of harvest, harvesting costs, selling costs, sales prices, wastage, oil conversion factor 
and expected yields of the cannabis plant.  In determining final inventory values, the 
Company estimates spoiled or expired inventory in determining net realizable value. Refer 
to Notes 7 and 8 for further information. 

 
(2) Estimated useful lives of property, plant and equipment 

 
Amortization of property, plant and equipment requires estimates of useful lives, which are 
determined through the exercise of judgement. The assessment of any impairment of these 
assets is dependent upon estimates of recoverable amounts that take into account factors 
such as economic and market conditions and the useful lives of assets. 

 
(3) Share-based payments 

 
In determining the fair value of options and related expense, the Company makes such 
estimates as the expected life of the option, the volatility of the Company’s share price, the 
risk-free interest rate, and the rate of forfeitures.  Refer to Note 12 for further information. 

 
(4) Warrants 

 
In determining the value of warrants, the Company estimates the value of the common 
shares, the volatility of the Company’s share price and the risk-free interest rate. 
 
(5) Compound Instruments 

 
In calculating the fair value allocation between the liability component and the equity 
component of the Company’s unsecured convertible debentures (compound instruments), 
the Company was required to make estimates and use judgment in determining an 
appropriate discount rate on the debentures to arrive at a fair value.  The identification of 
convertible debentures’ components is based on interpretation of the substance of the 
contractual arrangement and therefore requires judgment from management.  The 
separation of the components affects the initial recognition of interest on the liability 
component.  The determination of fair value of the liability is also based on a number of 
assumptions, including contractual future cash flows, discount rates and the presence of 
any derivative financial instruments. Refer to Note 11 for further information. 
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3. Significant Accounting Policies (continued) 
 
(6) Goodwill 

 
Goodwill impairment testing requires management to make estimates in the impairment 
testing model. On a quarterly basis, the Company tests whether goodwill is impaired, based 
on an estimate of its recoverable amount. 

 
(7) Assets held for sale 

 
Assets held for disposal and disposal groups are measured at the lower of their carrying 
amount and their fair value less costs to sell. The determination of the fair value less costs 
to sell includes the use of management estimates and assumptions that tend to be 
uncertain. 

 
(xvi) New standards and interpretations adopted 
 
Disclosure Initiative (Amendments to IAS 7) 
This amendment was issued on December 18, 2014. The amendment requires entities to 
provide disclosures that enable users of financial statements to evaluate changes in liabilities 
arising from financing activities, including non-cash changes and changes arising from cash 
flows. The amendment was effective for annual reporting periods beginning on or after January 
1, 2017. 
 
There has been no effect on the Company’s financial statements.  
 
Amendments to IAS 12 – Income Taxes 
This amendment provides clarity on recognition of deferred tax assets for unrealized losses to 
address diversity in practice. The amendment was effective for annual reporting periods 
beginning on or after January 1, 2017.  
 
There has been no effect on the Company’s financial statements. 
 
(xvii)New and amended standards issued but not yet effective 
 
IFRS 2 – Share-based Payments 
The amendment clarifies how to account for the effects of vesting and non-vesting conditions 
on the measurement of cash- settled share-based payments, share-based payment transactions 
with a net settlement feature and a modification to the terms and conditions that changes the 
classification of the transactions. The amendment is effective for annual periods beginning on 
or after January 1, 2018. This will be effective for the Company beginning September 1, 2018. 
 
Based on the Company’s preliminary assessment, the adoption of the new standard is not 
expected to have a significant impact on its consolidated financial statements. 
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3. Significant Accounting Policies (continued) 
 
IFRS 9 – Financial Instruments 
A finalized version of IFRS 9 which contains accounting requirements for financial instruments, 
replacing IAS 39 Financial Instruments: Recognition and Measurement has been issued and is 
effective for annual periods beginning on or after January 1, 2018. The standard contains 
requirements in the following areas: classification and measurement, impairment, hedge 
accounting and de-recognition. This new standard supersedes all prior versions of IFRS 9. 
 
Based on the Company’s preliminary assessment, the standard may impact the classification 
short-term investments and allowance for doubtful accounts and the Company will apply the 
expected credit loss model to measure impairment. At this time, the adoption of the new 
standard is not expected to have a significant impact on its consolidated financial statements. 
 
IFRS 15 – Revenue from Contracts with Customers 
In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customer (“IFRS 15”), 
which provides a comprehensive framework for recognition, measurement and disclosure of 
revenue from contracts with customers, excluding contracts within the scope of the standards 
on leases, insurance contracts and financial instruments. IFRS 15 is effective for annual 
reporting periods beginning on or after January 1, 2018 and must be applied retrospectively. 
Early adoption is permitted but this will be effective for the Company beginning September 1, 
2018. 
 
The Company reviewed its current and past contracts and at this time has determined the 
adoption of the new standard is not expected to have a material impact on its consolidated 
financial statements. However, any binding contracts entered into going forward may have an 
impact on the timing of revenue recognition if the contracts contain, for example, fixed supply 
obligations or quantity carry-over provisions. 
 
IFRS 16 – Leases 
In January 2016, the IASB issued IFRS 16 – Leases (“IFRS 16”), which establishes principles 
for the recognition, measurement, presentation and disclosure of leases, with the objective of 
ensuring that lessees and lessors provide relevant information that faithfully represents those 
transactions. IFRS 16 applies to annual reporting periods beginning on or after January 1, 2019. 
This will be effective for the Company beginning September 1, 2019. 
 
The Company reviewed its current and past leases. Reclassification of leases for office space 
and computer hardware will result in the establishment of additional right-of-use assets and 
lease liabilities on the balance sheet, as well as changes in the timing and presentation of lease-
related expenses on the statement of income. The Company is still evaluating the effect of this 
standard on the consolidated financial statements but expects there will be no material impact. 
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4. Accounts receivable  
 

Accounts receivable represent receivable from a government agency. 
 

5. Biological assets 
 
The Company measures biological assets consisting of hemp plants at fair value less costs to sell 
up to the point of harvest, which becomes the basis for the cost of finished goods inventories 
after harvest.  
 
The changes in the carrying value of biological assets as of September 30, 2019 are as follows: 
 
 Biological assets 

Carrying amount, December 31, 2018 $ - 

Additions during the period 1,310,581 

Carrying amount, September 30, 2019 $ 1,310,581 

 
6. Loans Receivable 

 
As at December 31, 2018, the Company had a loan due from Gaia Bio in the amount of 
$10,250. The loan was eliminated on acquisition of Gaia Bio by the Company.   

 
7. Land 
 
 A plot of land located in Lamont County, Alberta was purchased with the acquisition of Gaia 

Bio with the purpose of growing hemp. 
 
The changes in the carrying value of land as of September 30, 2019 are as follows: 
 
 Land 

Carrying amount, December 31, 2018 $ - 

Additions during the period 201,300 

Carrying amount, September 30, 2019 $ 201,300 

 
8. Loans Payable 

 
As at September 30, 2019, the Company has a loan from Canadian financial institution of 
$3,409 (December 31, 2018 - $nil) to SBG. The loan bears interest of 8.93% and was repaid 
subsequent to the period end.  
 
As at December 31, 2018, the Company had a loan from Spirit Bear (note 11) in the amount of 
$10,500. The loan was non interest bearing and payable on demand. The loan was eliminated in 
reverse-take-over and listing transaction (note 11). 
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9. Due to Related Party 
 
During the period ended September 30, 2019, $66,000 (2018 - $nil) was paid to directors of the 
Company and recorded as consulting expense. $15,000 (2018 - $nil) was paid to a company of 
which officers of the Company are employees. $10,000 (2018 - $nil) was paid to a director of 
the Company, recorded as management fee and closed to Listing expense. As at September 30, 
2019 $50,000 (December 31, 2018 - $nil) is payable to a director of the Company.  
 

10. Acquisition of Gaia Bio   
 
On March 22, 2019, as last amended on June 7, 2019, the Company acquired all of the issued 
and outstanding shares of Gaia Bio-Pharmaceuticals Inc. (“Gaia Bio”) for the following 
consideration: 
 
(a)  $200,000, paid in a series of tranches, as a non-refundable deposit to the shareholders of 

Gaia Bio ($76,000 paid and $124,000 has been recorded in due to related party). The 
amount due to related party is non-interest bearing and repayable upon demand; 

(b)  the issuance of 7% of the issued and outstanding common shares of the Company 
(estimated to be an aggregate of 8,400,000 common shares of the Company) (pending);  

(c)  a conditional payment of $1,600,000 in cash or equivalent in common shares of the 
Company, in the event that the common shares of the Company are valued less than 
$2,000,000 at any time during the 60-day period after the Company is in receipt of a license 
to cultivate from Health Canada;  

(d)  the Company will assume a business loan in the amount of $10,625 (currently in the 
amount of $6,123); and 

(e)  the Company will assume Gaia Bio’s commitment pursuant to an Offer to Purchase 
Agreement (“Offer to Purchase”) whereby Gaia Bio agreed to purchase a plot of land (the 
“Property”) located in Lamont County, Alberta for the purpose of growing hemp. The 
purchase price, as last amended, is $190,000 and 5% of the total number of common 
shares of Gaia Bio, subject to the condition that the number of shares may change 
depending on whether more shares are issued. Closing of the transaction is to be 30 days 
after Gaia Bio receives Health Canada’s pre-approval “letter-to-build” (“LTB”), which has 
not yet been obtained. Further, the Company will pay $1,000/month in purchase extension 
fees until closing of the Offer to Purchase.  

 
Consequently, Gaia Bio became a wholly-owned subsidiary of the Company.  
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11. Reverse take-over and listing transaction  
 
On July 23, 2019 the Company completed a reverse takeover transaction (“RTO”). Concurrent 
with the closing of the reverse take-over transaction the Company changed its name from Spirit 
Bear Capital Corp. (“Spirit Bear”) to Gaia Grow Corp. On July 23, 2019, Spirit Bear acquired 
100% ownership of Gaia Grow Holdings Corp. (“Gaia Holdings”) in exchange for 120,000,000 
consideration shares. For accounting purposes, the acquisition is considered to be outside the 
scope of IFRS 3 Business Combinations since Spirit Bear, prior to the RTO, did not constitute 
a business. The RTO is accounted for in accordance with IFRS 2 Share-based Payments 
whereby Gaia Holdings is deemed to have issued shares in exchange for the net assets of Spirit 
Bear together with its TSX-V listing status at the fair value of the consideration received by 
Gaia Holdings. The accounting for the RTO resulted in the following: 
 
(i) The consolidated financial statements of the combined entities are issued under the legal 
parent, Spirit Bear, but are considered a continuation of the financial statements of the legal 
subsidiary, Gaia Holdings. 
 
(ii) Since Gaia Holdings is deemed to be the acquirer for accounting purposes, its assets and 
liabilities are included in the consolidated financial statements at their historical carrying values. 
The Company cannot identify specifically some or all of the goods or services received in return 
for the allocation of the shares. The value in excess of the net identifiable assets or obligations 
of Spirit Bear acquired on closing was expensed in the consolidated statement of 
comprehensive loss as a listing transaction expense. 
 
The listing transaction expense in the amount of $2,385,503 is comprised of the fair value of 
common shares of the Company retained by the former shareholders of Spirit Bear, the 
assumption of a net liabilities over assets as well as other direct expenses of the transaction. 
 
The fair value of the common shares issued was $2,880,012, based on the price of shares issued 
in the concurrent private placement of $0.10 per share. 
 
The listing transaction expense is summarized as follows: 

 

 Number Amount 

Consideration:   

   Shares issued 28,800,012 $ 2,880,001 

Less: net Identifiable assets (liabilities) acquired assets   

   Cash  657,284 

   Receivables  8,980 

   Prepaid  541 

   Payables and accrued liabilities  (172,307) 

  494,498 

Listing expense  $2,385,503 
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12. Share Capital 
 
(a) Share capital  
 
Authorized: Unlimited number of common shares without par value.  
 
Issued during the period ended September 30, 2019:  
 
In connection with completion of the Transaction, Gaia completed a private placement 
financing through the offering of 45,076,969 subscription receipts at a price of $0.10 per 
Receipt, for gross proceeds of $4,507,697. Immediately prior to completion of the Transaction, 
each receipt was automatically converted into one common share of Gaia (the “Receipt 
Shares”), and the proceeds from the Financing were released from escrow. Following the 
release of the proceeds, Gaia paid finders’ fees of $86,065 to certain parties who had introduced 
subscribers to the Financing.  
 
Pursuant to the terms of the Transaction, the Company has issued 120,000,000 common shares 
to the existing shareholders of Gaia, as well as 45,076,969 common shares to the existing 
holders of the Receipt Shares. The Company has also issued 6,325,000 common shares (the 
“Finders’ Shares”) to an arms’-length party who assisted the Company in facilitating the 
Transaction. Following completion of the Transaction, the Company has 200,201,981 common 
shares outstanding.  
 
In connection with the Transaction, an aggregate of 101,553,529 common shares of the 
Company are subject to a Tier 2 Surplus Escrow Agreement, 21,176,471 common shares are 
subject to a Tier 2 Value Escrow Agreement, and 2,000,012 common shares are subject to a 
CPC Escrow Agreement, in accordance with the policies of the TSX Venture Exchange (the 
“Exchange”). The Finders’ Shares are subject to a four-month-and-one-day statutory hold 
period in accordance with applicable Canadian securities laws.  
 
The Company has also assumed an obligation owing to former shareholders of Gaia Bio, a 
wholly-owned subsidiary of Gaia, in which such shareholders may be entitled to an additional 
payment in the event the 8,400,000 common shares issued by Gaia to acquire Gaia Bio are 
valued at less than $2,000,000 at any time during the sixty day period following Gaia Bio 
receiving a licence to cultivate cannabis. In such a case, an additional payment of $1,600,000 will 
be owing to the former shareholders of Gaia Bio, to be satisfied in cash or through the issuance 
of common shares of the Company based upon the greater of: (i) the thirty-day volume-
weighted average trading price of the common shares of the Company on the Exchange at the 
time of issuance, and (ii) $0.10 per share. Any common shares of the Company issued to satisfy 
this payment will be subject to a Tier 2 Value Escrow Agreement received additional share 
subscription receipts for 5,250,142 shares at $0.10 per share for proceeds of $525,014. 
 
During the period 2,300,000 shares were issued on exercise of stock options at $0.10. 
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12. Share Capital (continued) 
 
During the period ended September 30, 2019, the Company issued 438,600 common shares for 
proceeds of $439 and completed a forward share split on the basis of 1:117.647, resulting in a 
total of 51,600,000 common shares being issued.  
 
On January 18, 2019, the Company completed a forward share split on the basis of 1:117.647. 
All share amounts are stated on a post forward share split basis. 
 
During the year ended December 31, 2018, the Company issued 60,000,000 (510,000 pre-
forward share split) common shares at $0.0001 for proceeds of $51, of which $50 was recorded 
in other receivables at December 31, 2018.  
 
(b) Stock options  
 
The Company adopted a stock option plan (the “Stock Option Plan”) pursuant to which it can 
grant options to directors, officers and consultants for up to 10% of the issued and outstanding 
common shares. Under the plan, the exercise price of an option may not be less than the 
closing market price during the trading day immediately preceding the date of the grant of the 
option, less any applicable discount allowed by the TSX-V. The options can be granted for a 
maximum term of 5 years and vest at the discretion of the board of directors. 
 
In August 2019 the Company granted 5,650,000 stock options to consultants of the Company. 
The stock options have an exercise price of $0.10 per share and are exercisable for a period of 
five years. The stock options vested immediately. The fair value of the stock options was 
determined to be $407,980 on grant date using Black-Scholes option pricing model with the 
following weighted average assumptions: 5 years expected life; share price at the grant date of 
$0.08; 151.72% volatility; risk free interest rate of 1.21; and a dividend yield of 0%. 
 
On September 10, 2019 the Company granted 500,000 stock options to consultants of the 
Company. The stock options have an exercise price of $0.10 per share and are exercisable for a 
period of five years. The stock options vested immediately. The fair value of the stock options 
was determined to be $36,200 on grant date using Black-Scholes option pricing model with the 
following weighted average assumptions: 5 years expected life; share price at the grant date of 
$0.08; 152.31% volatility; risk free interest rate of 1.44; and a dividend yield of 0%. 
 
During the period 2,300,000 stock options were exercised raising $230,000. 
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12. Share Capital (continued) 
 
The movement in the Company’s stock options for the nine months ended September 30, 2019 
are as follows: 
 
 Number of options Exercise price 

Outstanding, December 31, 2018 - $ - 
   Granted 6,150,000 0.10 
   Exercised (2,300,000) 0.10 

Outstanding and exercisable, September 30, 2019 4,850,000 $ 0.10 

 
As at September 30, 2019 the Company has the following stock options outstanding: 
 
Number of options outstanding and 
exercisable 

Exercise price Expiry date 

3,850,000 $0.10 August 29, 2024 

 
(c) Warrants 
 
As at September 30, 2019 the Company does not have warrants outstanding. 
 

13. Financial Instruments and Risks 
 

(a)  Fair Values 
 

The fair value measurements use a fair value hierarchy that reflects the significance of the 
inputs used in making measurements. The level in the hierarchy within which the fair value 
measurement is categorized is determined on the basis of the lowest level input that is 
significant to the fair value measurement in its entirety. 
 
The fair value hierarchy has the following levels: 
 
(i) Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1); 
 
(ii) Inputs other than quoted prices included within Level 1 that are observable for the 

asset or liability either directly (that is, as prices) or indirectly (that is, derived from 
prices) (Level 2); 

 
(iii) Inputs for the asset or liability that are not based on observable market data (that is, 

unobservable inputs) (Level 3). 
 
 
 
 



GAIA GROW CORP.  
(Formerly Spirit Bear Capital Corp.)  
Notes to the condensed interim consolidated financial statements 
For the three and nine months ended September 30, 2019 and 2018 
(Expressed in Canadian dollars) 

 

26 | P a g e  
 

13. Financial Instruments and Risks (continued) 
 
Assets and liabilities measured at fair value on a recurring basis were presented on the 
Company’s statement of financial position as of September 30, 2019 as follows: 

  

 
September 30, 

2019 
December 31, 

2018 

 Level 1 Level 1 

Cash $ 2,679,007 $ 31 

 
The methods of measuring each of these financial assets have not changed during the past 
year. The Company does not have any financial assets or liabilities measured at fair value 
based on inputs other than quoted prices (Level 2) or unobservable inputs (Level 3). The 
fair values of financial instruments measured at amortized cost approximate their carrying 
amounts. 

 
(b) Credit Risk 

 
Financial instruments that potentially subject the Company to a concentration of credit risk 
consist primarily of cash and loan receivable. The Company limits its exposure to credit 
loss by placing its cash with high credit quality financial institutions. Deposits held with 
these institutions may exceed the amount of insurance provided on such deposits. The 
carrying amount of financial assets represents the maximum credit exposure. 

 
(c) Foreign Exchange Rate 

 
The Company is not exposed to any significant foreign exchange risk. 
 

(d)  Interest Rate Risk 
 

 The Company is not exposed to any significant interest rate risk. 
 
(e)  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 currently settles its financial obligations out of cash. The 
ability to do this relies on the Company raising equity financing in a timely manner and by 
maintaining sufficient cash in excess of anticipated needs. Liquidity risk has been assessed 
as high.  
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14. Capital Management 
 

The Company manages its capital to maintain its ability to continue as a going concern and to 
provide returns to shareholders and benefits to other stakeholders. The capital structure of the 
Company consists of cash and equity, comprised of issued share capital and share-based 
payment reserve. 
 
The Company manages its capital structure and makes adjustments to it in light of economic 
conditions. The Company, upon approval from its Board of Directors, will balance its overall 
capital structure through new share issues or by undertaking other activities as deemed 
appropriate under the specific circumstances. 
 
The Company is not subject to externally imposed capital requirements and the Company’s 
overall strategy with respect to capital risk management remains unchanged from the year to the 
nine months ended September 30, 2019. 

  
  

 
 


