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INDEPENDENT AUDITOR'SREPORT
To the Shareholders of Koios Beverage Corp.

Opinion

We have audited the consolidated financial statements of Koios Beverage Corp. (the “Company”), which comprise the
consolidated statements of financial position as at May 31, 2019 and 2018, and the consolidated statements of loss and
comprehensive loss, changes in shareholders’ equity and cash flows for the years then ended, and notes to the financial
statements, including a summary of significant accounting policies (collectively referred to as the “financial statements”).

In our opinion, the accompanying financia statements present fairly, in all material respects, the financia position of the
Company asat May 31, 2019 and 2018, and itsfinancial performance and its cash flowsfor the years then ended in accordance
with International Financial Reporting Standards.

Basisfor Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 to the financial statements, which indicates that the Company incurred a net loss and
comprehensive loss of $3,237,882 during the year ended May 31, 2019 and has an accumulated deficit of $10,650,850 as at
May 31, 2019. As stated in Note 1, these conditions, along with other matters as set forth in Note 1, indicate that a material
uncertainty exists that may cast significant doubt on the Company's ability to continue as a going concern. Our opinion is not
modified in respect of this matter.

Other Information
Management is responsible for the other information. The other information comprises the information included in
Management’ s Discussion and Analysis.

Our opinion on the financia statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified above
and, in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have performed,
we conclude that thereisamaterial misstatement of this other information, we are required to report that fact. We have nothing
to report in thisregard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management isresponsiblefor the preparation and fair presentation of the financial statementsin accordance with International
Financial Reporting Standards, and for such internal control as management determinesis necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.
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DALE MATHESON CARR-HILTON LABONTE LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance
isahigh level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted
auditing standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered materia if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements. As part
of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’sinternal control.

e  Evaluate the appropriateness of accounting policies used and the reasonabl eness of accounting estimates and rel ated
disclosures made by management.

e  Conclude on the appropriateness of management’s use of the going concern basis of accounting and based on the
audit evidence obtained, whether amaterial uncertainty existsrelated to eventsor conditionsthat may cast significant
doubt on the Company’ s ability to continue as a going concern. If we conclude that a material uncertainty exists, we
arerequired to draw attention in our auditor’s report to the related disclosuresin the financial statements or, if such
disclosures are inadeguate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to cease to continue
as agoing concern.

e Evauate the overall presentation, structure and content of the financia statements, including the disclosures, and
whether the financia statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficienciesin internal control that we identify during our audit.

We aso provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Otto Ehinger.

DALE MATHESON CARR-HILTON LABONTE LLP
CHARTERED PROFESSIONAL ACCOUNTANTS
Vancouver, British Columbia

September 30, 2019
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KOIOSBEVERAGE CORP.

Consolidated Statements of Financial Position

(Expressed in US dollars)

May 31, May 31,
AsAt 2019 2018
$ $
ASSETS
Cash 3,007,394 852,436
Accounts receivable (Note 3) 37,142 6,944
Inventory (Note 4) 365,383 -
Prepaid expenses (Note 5) 297,956 64,520
3,707,875 923,900
NON-CURRENT ASSETS
Vehicle (Note 6) 16,426 -
Total assets 3,724,301 923,900
LIABILITIES
Provision for indemnity (Note 12) 23,818 23,865
Accounts payable and accrued liabilities (Notes 7 and
10) 342,885 342,811
Short-term loans (Note 8) 140,203 151,241
Due to related parties (Note 10) 41,378 124,463
548,284 643,380
NON-CURRENT LIABILITIES
Vehicleloan 15,403 -
563,687 642,380
SHAREHOLDERS EQUITY
Share capital (Note 9) 13,037,694 7,609,618
Reserves 885,423 247,416
Accumulated other comprehensive income (111,653) -
Deficit (10,650,850) (7,575,514)
3,160,614 281,520
Total liabilities and shareholders’ equity 3,724,301 923,900

Approved and authorized for issue by the board of directors on September 30, 2019 and signed on its behalf by:

/s Chris Miller
Chris Miller, Director

/s Erik LeVang

Erik LeVang, Director

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

Consolidated Statements of L oss and Compr ehensive L oss
For theyearsended May 31, 2019 and 2018

(Expressed in US dollars)

May 31, May 31,
2019 2018
For the year ended $ $
Product revenue 242,440 43
Cost of sales (216,945) (9,206)
25,495 (9,163)
General and administration expenses
Administrative fees - 102,126
Corporate devel opment 1,393,852 480,051
Shipping 62,616 -
Consulting fees (Note 10) 617,111 230,306
Depreciation (Note 6) 2,546 -
Filing fees and regulatory fees 20,162 25,876
Office 368,779 28,654
Professional fees 66,759 115,474
Rent 30,805 2,500
Share-based compensation (Notes 9 and 10) 627,905 85,239
Travel 49,364 3,525
(3,239,899) (1,073,751)
Other items
Gain on disposition of mineral properties - 39,315
Gain on adjustment of accounts payable and accrued
liabilities 64,520 113,141
Listing expense (Note 13) - (3,028,568)
Foreign exchange gain/ (loss) 23,655 (45,772)
L oss on settlement of debt (Note 9) - (11,730)
88,175 (2,933,614)
Lossfor the year (3,126,229)  (4,016,528)
Other comprehensive loss
Exchange differences related to presentation currency (111,653) -
L oss and comprehensive loss for the year (3,237,882) (4,016,528)
L oss per share, basic and diluted (0.16) (0.37)
Weighted average number of shares outstanding - basic and
diluted 19,720,775 10,754,774

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

Consolidated Statements of Changesin Shareholders Equity
For theyearsended May 31, 2019 and 2018

(Expressed in US dollars)

Accumulated

Number of Other

Number of Share Special Special Comprehensive

Shares Capital Warrants Warrants  Reserves Deficit Loss Total

$ # $ $ $ $ $
Balance, May 31, 2017 4,813,707 2,217,156 13,399,333 769,179 162,177  (3,558,986) - (410,474)
Private placement (Note 9) 1,000,000 59,185 - - - - - 59,185
Acquisition of subsidiary (Note 9) 15,000,000 2,381,400 - - - - - 2,381,400
Finder's shares — acquisition (Note 9) 1,500,000 238,140 - - - - - 238,140
Share subscription receipts (Note 9) 11,900,000 1,889,244 - - - - - 1,889,244
Share issuance costs (Note 9) - (93,531) - - - - - (93,531)
Specia warrantsissued (Note 9) - - 2,377,505 148,845 - - - 148,848
Special warrants conversion (Note9 and 13) 15,776,838 918,024 (15,776,838)  (918,024) - - - -
Share-based compensation (Note 9) - - - - 85,239 - - 85,239
Lossfor the year - - - - - (4,016,528) (4,016,528)
Balance, May 31, 2018 49,990,545 7,609,618 - - 247416  (7,575,514) - 281,520
Private placement (Note 9) 24,311,946 5,308,518 - - - - - 5,308,518
Share issuance costs (Note 9) - (253,645) - - 135412 - - (118,233)
Shares issued for warrants exercised (Note 9) 1,638,012 232,975 - - - - - 232,975
Shares issued for options exercised (Note 9) 366,667 140,228 - - (74,417) - - 65,811
Cancelled options (Note 9) - - - - (50,893) 50,893 - -
Share-based compensation (Note 9) - - - - 627,905 - 627,905
Other comprehensive loss - - - - - - (111,653)  (111,653)
Lossfor the year - - - - - (3,126,229) - (3,126,229)
Balance, May 31, 2019 76,307,170 13,037,694 - - 885,423 (10,650,850) (111,653) 3,160,614

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



KOIOSBEVERAGE CORP.
Consolidated Statements of Cash Flows

For theyearsended May 31, 2019 and 2018

(Expressed in US dollars)

May 31, May 31,
For the year ended 2019 2018
Cash flows used in operating activities $ $
Lossfor the year (3,126,229) (4,016,528)
Item not affecting cash:
Amortization 2,546
Share-based payment 627,905 85,239
Loss on acqusition of subsidiary - 3,028,568
Accrua on loan interest - 1,000
Loss on settlement of debt - 11,730
Gain on extinguishment of accounts payable and
accrued liabilities - (113,141)
Changes in non-cash working capital items:
Accounts receivable (30,198) (6,944)
Prepaid expense (233,436) (64,421)
Inventory (365,383) -
Accounts payable and accrued liabilities 74 97,291
Net cash flows used in operating activities (3,124,721 (977,206)
Cash flows used in investing activties
acquistion of vehicle (18,972 -
Net cash flowsused in investing activities (18,972 -
Cash flows from financing activities
Shares issued from private placement, net of share
issuance costs 5,190,285 1,854,898
Cash received from acqusition of subsidiary - 9,238
Shares issued from warrant exercised 232,975 -
Shares issued from option exercised 65,811 -
Vehicle loan received 18,972
Loan repayment (13,569) -
Dueto related parties (83,085) (36,215)
Net cash flows from financing activities 5,411,389 1,827,921
Effect of foreign exchange (112,738)
Net increasein cash 2,267,696 850,715
Cash, beginning of the year 852,436 1,721
Cash, ending of the year 3,007,394 852,436

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



KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

1

NATURE AND CONTINUANCE OF OPERATIONS

Koios Beverage Corp. (the “Company”) was incorporated on November 13, 2002, under the Business Cor porations Act
(British Columbia). On April 13, 2018, the Company completed a transaction with Koios Inc. (formerly Koios, LLC)
(“Koios"), a company incorporated under the laws of the State of Colorado, which is in the business of producing,
marketing and selling functional beverages. As a result of the transaction, the Company acquired 100% of Koios by
issuing 15,000,000 common shares (the “Payment Shares”) to the security holders of Koios (the “ Transaction™). Upon
the closing of the Transaction, Koios became awholly owned subsidiary of the Company (Note 13).

The corporate registered and records offices of the Company are located at 810 - 789 West Pender Street, Vancouver,
British Columbia, V6C 2V 6. The Company’s common shares are listed for trading on the Canadian Securities Exchange
(“CSE") under the symbol “KBEV” and the United States OTC stock market’, under the symbol “KBEVF”.

a)

b)

0)

d)

Statement of compliance

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS"), asissued by the International Accounting Standards Board (“IASB”) and interpretations of the
International Financial Reporting Issues Committee (“IFRIC”). The principal accounting policies applied in the
preparation of these financial statements are set out bel ow. These policies have been consistently applied to al years
presented, unless otherwise stated.

Basis of measur ement

These consolidated financia statements have been prepared on a historical cost basis except for certain financia
instruments which are measured at fair value. In addition, these consolidated financial statements have been
prepared using the accrual basis of accounting, except for cash flow information. The presentation currency of these
consolidated financia statementsisthe US dollar. Certain comparative figures have been reclassified to conform
to the current year’s presentation.

Going concern

Thesefinancia statements have been prepared on agoing concern basis, which presumes that the Company will be
ableto realizeits assets and dischargeitsliabilitiesin the normal course of businessin the foreseeabl e future. During
the year ended May 31, 2019, the Company incurred a net comprehensive loss of $3,237,882 and had an
accumulated deficit of $10,650,850 as at May 31, 2019. The Company anticipates that further losses will be
incurred. The Company’s ability to continue as a going concern and meet its corporate objectives will require
additional financing through debt or equity issuances or other available means. There is no assurance that the
Company will be able to obtain adequate financing in the future or that such financing will be available on terms
advantageous to the Company. These conditions indicate the existence of material uncertainties that may cast
significant doubt about the Company’s ability to continue as a going concern. These consolidated financial
statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts
and classification of liabilities that might be necessary should the Company be unable to continue its existence.

Basis of consolidation

These consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries,
Koios Inc. (formerly Koios, LLC) (“Koios"), Cannavated Beverage Co. (BC) (“ Cannavated BC") and Cannavated
Beverage Corp. (Nevada) (“Cannavated Nevada’). Control exists when the Company has the power, directly or
indirectly, to govern thefinancial and operating policies of an entity so asto obtain benefitsfrom its activities. Inter-
company balances and transactions, and any unrealized income and expenses arising from inter-company
transactions, are eliminated in preparing the consolidated financial statements.



KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

2.

SIGNIFICANT ACCOUNTING POLICIES

a)

b)

d)

Significant accounting judgmentsand estimates

The preparation of these consolidated financial statements requires management to make estimates and assumptions
that affect the reported amount of assets and liabilities, and disclosure of contingent assets and liabilities at the date
of the consolidated financial statements and the reported amount of revenue and expenses during the reporting
periods. Such estimates relate primarily to unsettled transactions and events as of the date of the consolidated
financial statements. Actual results could differ materially from those reported.

Significant assumptions about the future and other sources of judgments and estimates that management has made
at the consolidated statement of financial position date, that could result in material adjustment to the carrying
amounts of assets and liabilities, in the event that actual results differ from assumptions made, relate to, but are not
limited to, the following:

e Theprovision of deferred tax is based on judgmentsin applying income tax laws and estimates on timing,
likelihood and reversal of temporary differences between the accounting and tax basis of the assets and
liabilities;

The estimated value of the Company’s provision of the indemnity to shareholders; and

The valuation of the Company’s securities issued to settle amounts payable;

The valuation and measurement of stock based compensation;

The determination of whether the Company will continue as a going concern.

Foreign currency

The Company’ sfunctional currency isthe Canadian dollar. The functional currency of itssubsidiariesisasfollows:

Subsidiary Name Functional Currency
e KoioslInc. USDallar
e  Cannavated Beverage Co. (BC) Canadian Dollar
e  Cannavated Beverage Corp. (Nevada) US Dollar

The functional currency of these financial statementsisthe US Dollar. Monetary assets and liabilities denominated
in currencies other than the US dollar are trandated into US dollars at the rates of exchange prevailing at the
reporting date. Non-monetary assets and liabilities are translated at the rates of exchange prevailing at the reporting
date. Revenues and expenses are translated at average rates throughout the reporting period. All differences are
taken to other comprehensive loss.

Cash and Cash Equivalents
Cash and cash equivalents include cash at banks and on hand, and other short-term, highly liquid investments with

original maturities of three months or less that are readily convertible to known amounts of cash and are subject to
an insignificant risk of changein value.

Valuation of equity unitsissued in private placements
The Company has adopted a residual value method with respect to the measurement of shares and warrants issued

as private placement units. Theresidual value method first allocates val ue to the more easily measurable component
based on fair value and then the residual value, if any, to the less easily measurable component.



KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

d) Valuation of equity unitsissued in private placements (continued)

f)

0)

h)

The fair value of the common shares issued in the private placements was determined to be the more easily
measurable component and were valued at their fair value, as determined by the closing quoted bid price on the
announcement date. The balance, if any, was allocated to the attached warrants. Warrants that areissued as payment
for an agency fee or other transaction costs are accounted for as share-based payments.

Stock-based compensation

The fair value of stock options granted is measured at grant date using the Black-Scholes option pricing model.
Where options are granted to consultants for goods or services rendered, the options are measured at the fair value
of the goods or services received by the Company. If the fair value of the goods and services received cannot be
reliably measured, the fair value of the stock options granted is used instead. At each reporting date, prior to vesting,
the cumulative expense representing the extent to which the vesting period has expired and management’s best
estimate of the awards that are expected to ultimately vest is computed. The movement in cumulative expense is
recognized in the statement of loss and comprehensive loss with a corresponding entry within equity, against
reserves. No expenseis recognized for awards that do not ultimately vest. When options are exercised, the proceeds
received, together with any related amount in reserves, are credited to share capital.

Special warrants

Specia warrants are convertible into common shares and share purchase warrants of the Company. The Company
measures the fair value of the special warrants by its components: the fair value of the common shares are valued
at the closing price of the Company’ s shares on the special warrant issuance date; the fair value of the share purchase
warrants are determined by using the Black-Scholes option pricing model on the specia warrant issuance date.

Loss per share

Basic earnings (loss) per share is computed by dividing the net income (loss) for the year by the weighted average
number of common shares outstanding during the year. To compute diluted earnings (loss) per share, adjustments
are made to common shares outstanding. The weighted average number of common shares outstanding is adjusted
to include the number of additional common shares that would be outstanding if, at the beginning of the year or at
time of issuance, if later, all options and warrants were exercised. The proceeds from exercise would be used to
purchase the Company’s common shares at their average market price during the year. If this computation is anti-
dilutive, diluted loss per share is the same as basic loss per share.

Incometaxes

Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly in equity,
in which case it is recognized in equity. Current tax expense is the expected tax payable on the taxable income for
the year, using tax rates enacted or substantively enacted at year end, adjusted for amendments to tax payable with
regards to previous years.

Deferred tax is recorded using the liability method, providing for temporary differences, between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The
following temporary differences are not provided for: goodwill not deductible for tax purposes; the initial
recognition of assets or liabilities that affect neither accounting nor taxable loss; and differences relating to
investments in subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount
of deferred tax provided is based on the expected manner of realization or settlement of the carrying amount of
assets and liahilities, using tax rates enacted or substantively enacted at the statement of financial position date.



KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

2. SIGNIFICANT ACCOUNTING POLICIES(CONTINUED)

h)

i)

)

I ncome taxes (continued)

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilized. To the extent that the Company does not consider it is probable that a
future tax asset will be recovered, it does not recognize the asset.

Additional income taxes that arise from the distribution of dividends are recognized at the same time as the liability
to pay the related dividend. Deferred tax assets and liabilities are offset when thereis alegally enforceable right to
set off current tax assets against current tax liabilities and when they relate to income taxes levied by the same
taxation authority and the Company intendsto settle its current tax assets and liabilities on a net basis.

Inventory

Inventory is valued at the lower of cost and net realizable value. The cost of inventory is calculated using the
weighted average method and comprises all costs of purchase necessary to bring the goods to sale. Net realizable
value represents the estimated selling price for products sold in the ordinary course of business less the estimated
costs necessary to make the sale. Management uses the most reliable evidence available in determining the net
realizable value of inventories. Actual selling prices may differ from estimates, based on market conditions at the
time of sale. Allowances are made against obsol ete or damaged inventory and charged to cost of sales. The reversal
of any write-down of inventory arising from increase in the net realizable valueis recognized as a reduction of cost
of salesin the period in which the reversal occurred.

Financial instruments

The Company adopted all of the requirements of IFRS 9 Financial Instruments on June 1, 2018. IFRS 9 replaces
IAS 39 Financial Instruments. Recognition and Measurement. |FRS 9 utilizes a revised model for recognition and
measurement of financial instruments in asingle, forward-looking “expected |oss’ impairment model.

The following is the Company’s hew accounting policy for financia instruments under IFRS 9:

Classification

The Company classifies its financia instruments in the following categories. at fair value through profit and loss
(“FVTPL"), at fair value through other comprehensive loss (“FVTOCI") or at amortized cost. The Company
determines the classification of financial assetsat initial recognition. The classification of debt instrumentsisdriven
by the Company’ s business model for managing the financial assets and their contractual cash flow characteristics.
Equity instruments that are held for trading are classified as FVTPL. For other equity instruments, on the day of
acquisition the Company can make an irrevocable el ection (on an instrument-by-instrument basis) to designate them
as at FVTOCI. Financial liabilities are measured at amortized cost, unless they are required to be measured at
FVTPL (such asinstruments held for trading or derivatives) or if the Company has opted to measurethemat FVTPL.

The Company completed adetailed assessment of itsfinancial assetsand liabilitiesasat June 1, 2018. Thefollowing
table shows the original classification under IAS 39 and the new classification under IFRS 9:

Financial assetgliabilities Original classification IAS 39 New classification IFRS9
Cash FVTPL FVTPL

Accounts receivable Loans and receivables Amortized cost

Accounts payable and accrued liabilities  Other financial liabilities Amortized cost

Short term loans Other financial liabilities Amortized cost

The adoption of IFRS 9 resulted in no impact to the opening accumulated deficit nor to the opening balance of
accumulated comprehensive loss on June 1, 2018.
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KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

2.

i)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (continued)
M easurement

Financial assets and liabilities at amortized cost
Financial assetsand liabilities at amortized cost areinitially recognized at fair value plus or minus transaction costs,
respectively, and subsequently carried at amortized cost less any impairment.

Financial assets and liabilities at FVTPL

Financial assetsand liabilitiescarried at FV TPL areinitially recorded at fair value and transaction costs are expensed
in the statements of loss and comprehensive loss. Realized and unrealized gains and losses arising from changesin
the fair value of the financial assets and liabilities held at FVTPL are included in the statements of loss and
comprehensivelossin the period in which they arise. Where management has opted to recognize afinancial liability
at FVTPL, any changes associated with the Company’s own credit risk will be recognized in other comprehensive
loss.

Financial assets through other comprehensive income (* FVTOCI”)

Financial assets that meet the following conditions are measured at FVTOCI:

- Thefinancia asset is held within a business model whose objectiveis achieved by both collecting contractual
cash flows and selling financial assets; and

The contractua terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

The Company does not currently hold any financial instruments designated as FVTOCI.

Equity instruments designated as FVTOCI

On initial recognition, the Company may make an irrevocable election (on an instrument-by-instrument basis) to
designate investments in equity instruments that would otherwise be measured at fair value through profit or loss to
present subsequent changes in fair value in other comprehensive income. Designation at FVTOCI is not permitted
if the equity investment isheld for trading or if it is contingent consideration recognized by an acquirer in abusiness
combination. Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair value with gains and losses arising from changes in fair value
recognized in other OCI. The cumulative gain or loss is not reclassified to profit or loss on disposal of the equity
instrument, instead, it is transferred to retained earnings. The Company does not currently hold any equity
instruments designated as FVTOCI.

Impairment of financial assets at amortized cost

The Company recognizes a loss allowance for expected credit losses on financial assets that are measured at
amortized cost. At each reporting date, the Company measurestheloss allowancefor thefinancial asset at an amount
equal to the lifetime expected credit losses if the credit risk on the financial asset has increased significantly since
initial recognition. If at the reporting date, the financial asset has not increased significantly sinceinitial recognition,
the Company measures the loss allowance for the financial asset at an amount equal to the twelve month expected
credit losses. The Company shall recognize in the statements of comprehensive loss, as an impairment gain or l0ss,
the amount of expected credit losses (or reversal) that is required to adjust the loss allowance at the reporting date
to the amount that is required to be recognized.

Der ecognition

Financial assets

The Company derecognizes financial assets only when the contractual rights to cash flows from the financial assets
expire, or when it transfers the financial assets and substantially all of the associated risks and rewards of ownership
to another entity. Gains and losses on derecognition are generally recognized in the statements of loss and
comprehensive loss.
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KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

2.

i)

k)

1)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Financial liabilities

The Company derecognizes financial liabilities only when its obligations under the financial liabilities are
discharged, cancelled or expired. Generally, the difference between the carrying amount of the financial liability
derecognized and the consideration paid and payable, including any non-cash assets transferred or liabilities
assumed, is recognized in the statements of loss and comprehensive loss.

IFRS 15, Revenue from Contracts with Customers

The Company adopted IFRS 15 on June 1, 2018 in accordance with the transitional provisions of the standard.
IFRS 15 deals with revenue recognition and establishes principles for reporting useful information to users of
financial statements about the nature, amount, timing and uncertainty of revenue and cash flows arising from an
entity’ s contracts with customers. Revenue is recognized when a customer obtains control of a good or service
and thus has the ability to direct the use and obtain the benefits from the goods or services. The standard replaces
IAS 18 Revenue and |AS 11 Construction contracts and related interpretations. |FRS 15 is effective for reporting
periods beginning on or after January 1, 2018 with early application permitted.

Since the Company had limited revenues from contracts with customers, there was no material impact on the
Company’s financia statements upon adoption of this standard.

Product revenue is recognised once ownership of the products has transferred to the buyer, the amount of revenue
is known and collection is reasonably assured. Consignment inventory sales are only recognised as revenue once
the third party has sold the inventory and there are no obligation on the Company to take the product back.

Accounting standardsissued but not yet effective

Certain new accounting standards and interpretations have been published that are not mandatory for the May 31,
2019 reporting period. Management does not expect these standards will have a significant impact on the
measurement or presentation of balances or transactions as reported in these consolidated financial statements.

IFRS 16, Leases

This new standard replaces IAS 17 “ Leases’ and the related interpretative guidance. IFRS 16 applies a control
model to the identification of leases, distinguishing between alease and a service contract on the basis of whether
the customer controls the asset being leased. For those assets determined to meet the definition of alease, IFRS
16 introduces significant changes to the accounting by lessees, introducing a single, on-balance sheet accounting
model that is similar to current finance lease accounting, with limited exceptions for short-term leases or |eases of
low value assets. Lessor accounting is not substantially changed. The standard is effective for annua periods
beginning on or after January 1, 2019. Asthe Company does not have any leases, the impact of adopting IFRS 16
will be $nil.

Other accounting standards or amendments to existing accounting standards that have been issued but have future

effective dates are either not applicable or are not expected to have a significant impact on the Company’s
consolidated financial statements.
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KOIOSBEVERAGE CORP.
Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018

Expressed in US Dollars, unless otherwise stated

3. ACCOUNTSRECEIVABLE

May 31, 2019 May 31, 2018
$ $
GST receivable 19,545 6,944
Accounts receivable - trade 17,597 -
37,142 6,944
4. INVENTORY
May 31, 2019 May 31, 2018
$ $
Raw material 108,987 -
Finished goods 256,396 -
365,383 -
Included in finished goods isinventory of $245,534 (2018 - $nil), on consignment with aretailer.
5. PREPAID EXPENSES
May 31, 2019 May 31, 2018
$ $
Inventory costs 51,841 -
Professional services 246,115 64,520
297,956 64,520
6. VEHICLE
Vehicle Total
$ $
Cost:
Balance, May 31, 2018 - -
Additions 18,972 18,972
Balance, May 31, 2019 18,972 18,972
Accumulated amortization:
Balance, May 31, 2018 - -
Charge for the year 2,546 2,546
Balance, May 31, 2019 2,546 2,546
Net book value:
Balance, May 31, 2018 - -
Balance, May 31, 2019 16,426 16,426
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KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

7. ACCOUNTSPAYABLE AND ACCRUED LIABILITIES

May 31, 2019 May 31, 2018
$ $
Accounts payable 299,597 253,681
Accrued liabilities 43,288 89,130
342,885 342,811

8. SHORT TERM LOANS
May 31, 2019 May 31, 2018
$ $
Loans owed to former related party 14,046 14,674
L oan owed to contracted consultant 126,157 136,567
140,203 151,241

The loans owned are non-interest-bearing, due on demand and not collateralized.

9. SHARE CAPITAL

Authorized - unlimited number of common shares without par value.

Shar e issuances

For theyear ended May 31, 2019:

On October 11, 2018, the Company completed a non-brokered private placement consisting of 7,645,282 units (“ Units")
at aprice of USD $0.202 (C$0.265) for gross proceeds of $1,553,919 (C$2,026,000). Each Unit was comprised of one
common share and one common share purchase warrant; each warrant will be exercisable by the holder to purchase one
additional common share per warrant at an exercise price of USD $0.267 (C$0.35) for athree-year period.

On March 20, 2019, the Company completed a non-brokered private placement consisting of 16,666,664 units (“Units")
at aprice of USD $0.226 (C$0.30) for gross proceeds of $3,754,599 (C$5,000,000). Each Unit was comprised of one
common share and one half acommon share purchase warrant; each warrant will be exercisable by the holder to purchase
one additional common share per warrant at an exercise price of USD $0.38 (C$0.50) for aoneyear period. The Company
issued 524,836 finder warrants with afair value of $135,412 (C$180,329). The finders warrants were valued using the
Black-Scholes Option Pricing Model with the following assumptions: stock price - C$0.52; exercise price - C$0.50;
expected life — 1 year; volatility — 187%; dividend yield -$0; and risk-free rate — 1.61%. In addition the Company also
paid a cash finder' s fee of $118,233 (C$154,451).

During the year ended May 30, 2019, the Company issued 1,638,012 common shares pursuant to warrant exercises for
gross proceeds of $232,975 (C$310,363).

During the year ended May 30, 2019, the Company issued 366,667 common shares pursuant to option exercises for
gross proceeds of $65,811 (C$86,667). The Company reclassified $74,417 from reserve to share capital.

During the year ended May 30, 2019, the 200,000 stock options were forfeited with a weighted average exercise price
of $0.20 and reclassified $50,893 from reserve to deficit.
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KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

9. SHARE CAPITAL (CONTINUED)

For theyear ended May 31, 2018:

In July 2017, the Company issued 1,000,000 units at C$0.075 per unit for total proceeds of $59,185. Each unit consisted
of one common share and one common share purchase warrant exercisable at C$0.10 per share for a period of two years
from the date of issuance.

The Company issued 15,000,000 common shares with a fair value of $2,381,400 in connection with the acquisition of
Koios (Note 13). 1,500,000 common shares were issued as finder’' s shares with afair value of $238,140 (Note 13).

In anticipation of the Transaction with Koios, the Company issued 11,900,000 share subscription receipts at a price of
C$0.20 per subscription receipt for gross proceeds of $1,889,244. The Company incurred share i ssuance costs of $93,531.
The subscription receipts converted into 11,900,000 shares of the Company on completion of the Transaction.

On April 25, 2018, the Company issued atotal of 15,776,838 common shareswith afair value of $918,024 related to the
conversion of special warrants.

Special warrants

In July 2017, the Company issued 2,377,505 special warrants to settle debts of C$178,313; 1,674,301 special warrants
were issued to Golden Dawn Mineras Inc. (“GOM”) for C$125,573 and 703,204 special warrants were issued to a
company controlled by the CEO for C$52,740.

Each warrant will automatically convert on the earlier of i) the second anniversary of the date of the issuance of the
special warrants, and ii) the closing of a significant transaction involving the Company. At conversion, each special
warrant shall convert into aunit of the Company. Each unit consists of one common share and one share purchase warrant.
Each warrant shall be exercisable into acommon share of the Company at $0.10 per share for a period of two yearsfrom
conversion. The special warrants were valued at C$0.081 per special warrant for atotal value of $148,845 (C$193,231);
C$0.075 for the underlying common share and C3$0.006 for the underlying warrant (cal culated using the Black-Scholes
model). A $11,730 loss on settlement of debt was recorded in the period related to the issuance of the special warrants
and settlement of debts noted above. The fair value of the warrants was determined using the following assumptions:

At issuance
Weighted aver age assumptions July 5, 2017
Risk freeinterest rate 1.13%
Volatility 125%
Expected life of warrants 2 years
Dividend rate 0%
Liquidity discount 90%
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KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

9. SHARE CAPITAL (CONTINUED)
Special warrants (continued)

On April 25, 2018, 15,776,838 specia warrants of the Company were converted into 15,776,838 units of the Company.
Of the 15,776,838 special warrants, 13,399,333 special warrants were converted into 13,399,333 units, each of whichis
comprised of acommon share and one share purchase warrant, which is exercisable into a common share until April 25,
2020 at aprice per share of C$0.075; and 2,377,505 specia warrants were converted into 2,377,505 units, each of which
is comprised of a common share and one share purchase warrant, which is exercisable into a common share until April
25, 2020 at a price per share of C$0.10.

Stock options

The Company grants stock options to employees, directors, officers, and consultants of the Company as compensation
for services pursuant to its Stock Option Plan (the “Plan”). Options have a maximum expiry period of up to five years
from the grant date and are subject to minimum vesting requirements, as determined by the Board of Directors. The
number of options that may be issued under the Plan may not exceed 10% of the number of issued and outstanding
common shares of the Company at the time of granting of options.

During the year ended May 31, 2019:

A total of 200,000 stock options were forfeited during the year ended May 31, 2019. The Company reclassified $50,893
from reserves to deficit. In addition 62,500 stock options expired during the year ended May 31, 2019.

On November 28, 2018, the Company granted 300,000 stock options with an exercise price of C$0.37 per share expiring
on November 28, 2020. The fair value of the stock options was estimated to be $71,378 (C$94,388) using the Black-
Scholes pricing model with the following assumptions: term of 2 years; expected volatility of 202%; risk-free rate of
2.21%; and expected dividends of zero. Asat May 31, 2019, the number of exercisable options was 300,000.

On February 20, 2019, the Company granted 1,000,000 stock options with an exercise price of C$0.30 per share expiring
on February 20, 2021. The options vest 100% on June 20, 2019. The fair value of the stock options was estimated to be
$114,720 (C$151,703) using the Black-Scholes pricing model with the following assumptions: term of 2 years; expected
volatility of 138%; risk-freerate of 1.77%; and expected dividends of zero. Asat May 31, 2019, the number of exercisable
options was nil.

On February 22, 2019, the Company granted 1,500,000 stock options with an exercise price of C$0.28 per share expiring
on February 21, 2021. The options vest 33% immediately and 33% thereafter every 6 months from the date of grant. The
fair value of the stock options was estimated to be $121,166 (C$160,227) using the Black-Scholes pricing model with
the following assumptions: term of 2 years; expected volatility of 138%; risk-free rate of 1.78%; and expected dividends
of zero. Asat May 31, 2019, the number of exercisable options was 333,332.

On April 30, 2018, the Company granted 1,500,000 stock options to two directors of the Company, an officer of Koios,
an employee of Koios and two consultants of the Company, pursuant to its stock option plan, at an exercise price of C$0.20
per common share. Each option granted to the optionees is exercisable for a period of two years. Of the stock options
granted, 1,000,000 of the stock options vest on April 30, 2019 and 500,000 of the stock options vest on August 30, 2018.
During the year ended April 30, 2019, the Company recognized $320,641 (C$424,106) in the consolidated statements of
loss and comprehensive loss for the value of the options that vested during the year based on the fair value using the Black
Scholes option pricing method at the date of issuance.
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KOIOSBEVERAGE CORP.

Notesto the Consolidated Financial Statements
For the yearsended May 31, 2019 and 2018
Expressed in US Dollars, unless otherwise stated

9. SHARE CAPITAL (CONTINUED)

Stock options (continued)

On May 15, 2018, the Company granted 50,000 stock options to a consultant at an exercise price of C$0.38 per common
share. During the year ended May 31, 2019, the Company recognized $nil in the consolidated statements of loss and
comprehensive loss for the value of the options using Black Scholes option pricing method with the following
assumptions. term of 2 years; expected volatility of 239%,; risk-free rate of 1.88%; and expected dividends of zero.

The following table summarizes stock option activity:

Weighted average

Number of price

options C$

Balance at May 31, 2017 62,500 0.70
Granted 1,500,000 0.20
Granted 50,000 0.38
Balance at May 31, 2018 1,612,500 0.22
Granted 2,800,000 0.30
Exercised (366,667) (0.24)
Forfeited and expired (262,500) (0.32)
Balance at May 31, 2019 3,783,333 0.27

Information regarding stock options outstanding as at May 31, 2019 isasfollows:

Weighted
Average
Remaining
Number of options Number of options Life
outstanding exercisable Exerciseprice Expiry date (years)
50,000 50,000 C$ 0.38  May 15, 2021 1.96
1,100,000 1,100,0000 C$ 0.20  April 30, 2020 0.92
300,000 300,000 C$ 0.37  November 29, 2020 1.50
1,000,000 - C$ 0.30  February 19, 2021 1.73
1,333,333 333,332 C$ 0.28  February 21, 2021 1.73
3,783,333 1,783,332 1.48

Share purchase warrants

The following table summarizes warrant activity:

Weighted average price

Number of warrants C$
Balance at May 31, 2017 955,747 1.67
Expired (955,747) (1.67)
| ssued 1,000,000 0.10
| ssued 13,399,333 0.075
| ssued 2,377,505 0.10
Balance at May 31, 2018 16,776,838 0.08
| ssued 16,503,454 0.43
Exercised (1,638,012) (0.19)
Balance at May 31, 2019 31,642,280 0.26
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9. SHARE CAPITAL (CONTINUED)

Shar e purchase war rants (continued)

Information regarding share purchase warrants outstanding at May 31, 2019 is as follows:

Weighted Average

Number of warrants Exerciseprice Remaining Life
outstanding and exercisable C$ Expiry date (years)
250,000 0.10 July 19, 2019 0.00

13,125,000 0.075 April 25, 2020 0.38

2,377,505 0.10 April 25, 2020 0.07

7,031,603 0.35 October 11, 2021 0.53

8,858,172 $0.50 May 20, 2020 0.23

31,642,280 1.20

During the year ended May 31, 2019, 750,000 share purchase warrants with an exercise price of C$0.10 and 274,333
share purchase warrants with an exercise price of C$0.075 and 613,679 share purchase warrants with an exercise price
of C$0.35 were exercised for gross proceeds of $232,975 (C$310,363).

10. RELATED PARTY TRANSACTIONS

The Company entered into the following transactions with related parties during the year ended May 31, 2019:

May 31, 2019 May 31, 2018

$ $

Consulting fees paid or accrued to the CEO 147,250 -
Consulting fees paid or accrued to the CFO 30,000 -
Consulting fees paid or accrued to the former CFO 13,292 -
Share based compensation paid to directors and officers 223,032 -
413,574 -

As a May 31, 2019, $69,000 (May 31, 2018 — 136,567) is owed to companies owned by directors and officers of the
Company. Accounts payable to related parties do not bear interest, are unsecured, and are repayable on demand.

11. FINANCIAL INSTRUMENTS

The Company’s financial instruments consist of cash, receivables, accounts payable and accrued liabilities, short term
loan, and amounts due to related parties. Unless otherwise noted, it is management’s opinion that the Company is not
exposed to significant interest, currency or credit risks arising from these financial instruments.

Credit risk

Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument fails to meet its
contractual obligations. The Company’s credit risk is primarily attributable to its liquid financial assets including cash
and receivables. The Company limits its exposure to credit risk on liquid financial assets through maintaining its cash
with high-credit quality financial institutions. Receivables consist of Goods and Services Tax (“GST”) receivable from
the Canadian government and receivables from trade customers. The credit risk is considered low.

Currency risk
The Company and its subsidiaries do not have significant financial assets and liabilities denominated in foreign

currencies. Management monitors its foreign currency balances and makes adjustments based on anticipated need for
currencies. The Company does hot engage in any hedging activities to reduce its foreign currency risk.
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11. FINANCIAL INSTRUMENTS (CONTINUED)

Liquidity risk

Liquidity risk isthe risk that the Company will not be able to meet its obligations associated with its financial liabilities.
The Company has historically relied upon equity financingsto satisfy its capital requirements and will continue to depend
heavily upon equity capital to financeits activities. There can be no assurance the Company will be ableto obtain required
financing in the future on acceptable terms. The Company anticipated it will need additional capital in the future to
finance ongoing operations, such capital to be derived from the exercise of outstanding warrants and/or the completion
of other equity financings. The Company has limited financial resources, has no source of operating income and has no
assurance that additional funding will be available to fund its beverage operations, athough the Company has been
successful in the past in financing its activities through the sale of equity securities.

The ability of the Company to arrange additional financing in the future will depend, in part, on the prevailing capital
market conditions and operational success. There can be no assurance that continual fluctuationsin price will not occur.
Any quoted market for the common shares may be subject to market trends generally, notwithstanding any potential
success of the Company in creating revenue, cash flows or earnings.

Interest rate risk

The Company normally invests in short-term interest bearing financial instruments. There is a minimal risk that the
Company would recognize any loss asaresult of adecreasein thefair value of any guaranteed bank investment certificate
included in cash as they would be held in large financial institutions.

Fair value measurements of financial assets and liabilities

The Company believes that the recorded values of its accounts receivable, due to related parties, short term loan and
accounts payable and accrued liahilities, approximate their current fair values because of their nature and relatively short
maturity dates or durations.

12. PROVISION FOR INDEMNITY

Flow-Through Exploration Expenditures

During the year ended May 31, 2013, the Company raised atotal of C$85,440 in flow-through funds, which the Company
committed to use in exploration activities on its active projects. The Company allocated C$14,240 of the proceeds to the
flow through share premium liability and the remaining proceeds of C$71,200 to share capital. As at May 31, 2014, the
Company did not incur eligible exploration expenses which resulted in a penalty and accrued interest totaling
approximately C$32,219. As at May 31, 2019, the balance is still owing.

13. ACQUSITION OF SUBSIDIARY

On April 13, 2018, the Company completed the Transaction. As consideration for acquiring 100% interest in Koios, the
Company issued 15,000,000 common shares to the members of Koios with afair value of $2,381,400.

The acquisition was accounted for as an asset acquisition. There were no intangible assets identified that met the

recognition criteria under IFRS and therefore the excess of the consideration paid over the fair value of the monetary
assets and liabilities assumed was expensed.
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13. ACQUISTION OF SUBSIDARY (CONTINUED)

The details of the consideration paid and the assets and liabilities of Koios assumed is as follows:

Consideration paid: $
Fair value of sharesissued (15,000,00 at $0.159 (C$0.20) per share) 2,381,400
Total consideration paid 2,381,400
Less: Value of net assets acquired
Cash 9,238
Accounts payable and accrued liabilities (80,989)
Loan payable (165,646)
L oan from Super Nova (93,233)
Net liabilities assumed (330,630)

Other consideration paid:

Finders fees 238,140
L egal fees and professional fees 78,398
Listing expense 3,028,568

The Company granted 1,500,000 common shares of the Company as a finder’s fee for afair value of $238,140.

In connection with the transaction, the special warrants of the Company were converted into 15,776,838 units for afair
vaue of $918,024. Each unit is comprised of one common share and one share purchase warrant (Note 6).

14. INCOME TAXES
The differences between tax recovery for the 2019 and 2018 years ended, and the expected income tax recovery based

on statutory rates arise as follows:

May 31, May 31, 2018
2019

Loss before income tax $ (3,126,229) $ (4,016,528)
Expected tax recovery based on statutory rate of 27% $ (844,000) $ (1,064,000)
(2018: 26.5%)
Non-deductible expenditures 169,000 -
Permanent and other differences (68,000) 802,000
Other 55,000 -
Change in deferred tax assets 688,000 262,000
Total income tax recovery $ - $ -

Asat May 31, 2019, the Company has accumulated Canadian non-capital losses of approximately $5,900,000 for income
tax purposes which may be deducted in the calculation of taxable income in future years expiring in 2039. The potential
benefit of these non-capital loss carry-forwards has not been recognized in these financial statements as it is not
considered probable that sufficient future taxable profit will allow the deferred assets to be recovered. Tax attributes are
subject to review, and potential adjustment, by tax authorities.
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15. CAPITAL MANAGEMENT

The Company’ s capital structure consists of shareholders’ equity. The Company’ s objective when managing capital isto
maintain adequate levels of funding to support the devel opment of its business and maintain the necessary corporate and
administrative functions to facilitate these activities. Thisis done primarily through equity financing. Future financings
are dependent on market conditions and there can be no assurance the Company will be able to raise fundsin the future.
The Company investsall capital that is surplusto itsimmediate operational needsin short-term, highly-liquid, high-grade
financial instruments. There were no changes to the Company’s approach to capital management since the year ended
May 31, 2018 and 2019. The Company is not subject to externally imposed capita requirements. The Company does not
currently have adequate sources of capital for the development of its business, and will need to raise additional capital
by obtaining equity financing through private placements or debt financing. The Company may raise additional debt or
equity financing in the near future to meet its current obligations.

16. SUBSEQUENT EVENTS

Subsequent to the year end, the Company issued 650,000 common shares pursuant to warrant exercisesfor gross proceeds
of $39,807 (C$52,500).
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