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Item 1.01 Entry into a Material Definitive Agreement.

On December 27, 2018, Stem Holdings, Inc. (the “Company”) entered into an Agency Agreement (the
“Agreement”) with respect to a private offering of up to 10,000 special warrants of the Company (the “CD Special
Warrants”) for aggregate gross proceeds of up to C$10,000,000 (the "Offering™). In addition, on December 27,
2018, the Company closed the first tranche of the Offering consisting of 3,121 CD Special Warrants at a price of
C$1,000 per CD Special Warrant for aggregate gross proceeds of C$3,121,000.

Each CD Special Warrant will be exchanged (with no further action on the part of the holder thereof and
for no further consideration) for one convertible debenture unit of the Company (a "Convertible Debenture Unit"),
on the earlier of: (i) the third business day after the date on which both (A) a receipt (the "Receipt™) for a (final)
prospectus (the "Qualification Prospectus™) qualifying the distribution of the Convertible Debentures (as defined
below) and Warrants (as defined below) issuable upon exercise of the CD Special Warrants has been issued by the
applicable securities regulatory authorities in the Canadian jurisdictions in which purchasers of the CD Special
Warrants are resident (the "Canadian Jurisdictions™), and (B) a registration statement (the "Registration
Statement") registering the resale of the common shares underlying the Convertible Debentures and Warrants has
been declared effective by the Securities and Exchange Commission (the "Registration™); and (ii) the date that is six
months following the closing of the Offering. The Company has also provided certain registration rights to
purchasers of the CD Special Warrants.

Each Convertible Debenture Unit is comprised of C$1,000 principal amount 8.0% senior unsecured
convertible debenture (each, a "Convertible Debenture") of the Company and 167 common share purchase
warrants of the Company (each, a "Warrant"). Each Warrant entitles the holder to purchase one common share of
the Company (each, a "Warrant Share") at an exercise price of C$3.90 per Warrant Share for a period of 24
months following the closing of the Offering.

The Company has agreed to use its best efforts to obtain the Receipt and Registration within six months
following the closing of the Offering. In the event that the Receipt and Registration have not been obtained on or
before 5:00 p.m. (PST) on the date that is 120 days following the closing of the Offering, each unexercised CD
Special Warrant will thereafter entitle the holder thereof to receive, upon the exercise thereof and at no additional
cost, 1.05 Convertible Debenture Units per CD Special Warrant (instead of 1.0 Convertible Debenture Unit per CD
Special Warrant). Until the Receipt and Registration have been obtained, securities issued in connection with the
Offering (including any underlying securities issued upon conversion or exercise thereof) will be subject to a 6-
month hold period from the date of issue.

The brokered portion of the Offering (C$2,247,000) was completed by a syndicate of agents (collectively,
the “Agents”). The Company paid the Agents a cash commission equal to 7.0% of the gross proceeds raised in the
first tranche of the brokered portion of the Offering. As additional consideration, the Company issued the Agents
such number of non-transferable broker convertible debenture special warrants (the "Broker CD Special
Warrants") as is equal to 7.0% of the number of CD Special Warrants sold under the first tranche of the brokered
portion of the Offering. Each Broker CD Special Warrant shall be exchanged, on the same terms as the CD Special
Warrants, into broker warrants of the Company (the "Broker Warrants"). Each Broker Warrant entitles the holder
to acquire one Convertible Debenture Unit at an exercise price of C$1,000, until the date that is 24 months from the
closing date of the Offering. The distribution of the Broker Warrants issuable upon the exchange of the Broker CD
Special Warrants shall also be qualified under the Qualification Prospectus and the resale of the common shares
underlying the Broker Warrants will be registered under the Registration Statement. The Company also paid the
lead agent a corporate finance fee equal to C$100,000, payable as to C$50,000 in cash and as to $50,000 in common
shares of the Company at a price per share of C$3.00.

The net proceeds of the Offering will be used to for expansion initiatives and general corporate purposes.

The issuance of the securities was made in reliance on the exemption provided by Section 4(a)(2) of the
Securities Act of 1933, as amended (the “Securities Act”), for the offer and sale of securities not involving a public
offering, Regulation D promulgated under the Securities Act, Regulation S, in Canada to “accredited investors”
within the meaning of National Instrument 45-106 and other exempt purchasers in each province of Canada, except
Quebec, and/or outside Canada and the United States on a basis which does not require the qualification or



registration. The securities being offered have not been, nor will they be, registered under the Securities Act and
may not be offered or sold in the United States or to, or for the account or benefit of, U.S. persons absent registration
or an applicable exemption from the registration requirements. This Form 8-K will not constitute an offer to sell or
the solicitation of an offer to buy nor will there be any sale of the securities in any state in which such offer,
solicitation or sale would be unlawful.

The foregoing description of the provisions of the Agreement and the related securities are summary in
nature and are qualified in its entirety by reference to the full and complete terms of the Agreement and the related
securities, copies of which will be filed as an exhibit to the Company’s quarterly report on Form 10-Q for the quarter
ending December 31, 2018.

Item 3.02 Unregistered Sales of Equity Securities.
The information in Item 1.01 above is incorporated herein by reference.
Item 8.01. Other Events.

On December 27, 2018, the Company issued a press release announcing that closing of the first tranche of
the Offering for aggregate gross proceeds of C$3,121,000. In accordance with Rule 135(c) of the Securities Act, a
copy of this press release is being filed as Exhibit 99.1 to this Current Report on Form 8-K. Accordingly, this notice
is not intended to and does not constitute an offer to sell nor a solicitation for an offer to purchase any securities of
the Company.

The securities being offered have not been, nor will they be, registered under the Securities Act and may

not be offered or sold in the United States or to, or for the account or benefit of, U.S. persons absent registration or
an applicable exemption from the registration requirements.

Item 9.01(d). Financial Statements and Exhibits.

Exhibit Description

99.1 Press Release dated December 27, 2018.
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