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MATERIAL CHANGE REPORT
Name and Address of the Issuer

Chemesis International Inc. (the “Company”)
Suite 2710, 200 Granville Street
Vancouver, BC V6C 154

Date of Material Change
December 21, 2018
News Release

A press release disclosing the material change was issued by the Company through Stockwatch
on December 27, 2018 and filed on www.sedar.com.

Summary of Material Change

On December 21, 2018, the Company completed a private placement financing of 1,500
debentures units (“Units”) at CADS$1000 per Unit for gross aggregate proceeds of
CDN$1,500,000 (the “Private Placement”). Each Unit consists of: (a) one (1) unsecured,
CDN$1,000 principal value convertible debenture of the Company, bearing interest at 8.0% per
annum and having a two year maturity date (“Debenture”); and (b) 800 warrants (“Warrants”),
each Warrant exercisable for one (1) common share of the Company (“Common Share”) at an
exercise price of CDN$1.50 per Common Share. The Debentures are convertible into Common
Shares at a conversion price of $1.25 per Common Share.

The Company has the right to repay and cancel the Debentures at any time prior to their maturity
date at a price equal to 105% of the principal amount of the Debentures then outstanding, plus
accrued and unpaid interest thereon. In addition, the Company has the right to compel the
conversion of the Debentures in the event that the daily volume weighted average trading price of
the Common Shares exceeds $2.50 per Common Share for 10 consecutive trading days.

Pursuant to Multilateral Instrument 61-101 — Protection of Minority Security Holders in Special
Transactions (“MI 61-101”), two of the subscribers are considered “related parties” and each
issuance of Units to them was considered to be a “related party transaction”. The Private
Placement was exempt from the valuation requirement of MI 61-101 by virtue of the exemption
contained in section 5.5(c) of MI 61-101 and from the minority shareholder approval
requirements of MI 61-101 by virtue of the exemption contained in section 5.7(1)(b) of Ml 61-
101.

On December 20, 2018, the Company also drew down CDN $250,000 from the previously
announced CDN $25 million equity facility from Alumina Partners Ltd., a New York based
private equity firm. The Company issued 312,500 Commons Shares at a price of CDN $0.80 and
312,000 warrants at an exercise price of CDN $1.50, for a period of five years from the closing
date.


http://www.sedar.com/�

a)

b)

d)

Full Description of Material Change

On December 21, 2018, the Company completed a private placement financing of Units for gross
aggregate proceeds of CDN$2,000,000. See Item 4 above for a full description of the material
change.

The Private Placement constitutes a “related party transaction” for the purpose of Ml 61-101.
The following supplementary information is provided in accordance with Section 5.2 of MI 61-
101.

Description of the Transaction and its Material Terms

See Item 4 for a description of the Private Placement.

The Purpose and Business Reasons for the Transaction

The proceeds derived from the Private Placement will be used to: (a) expand operations in
California; (b) acquire trim; (c) for strategic acquisition opportunities; and (d) and for general
working capital purposes.

The Anticipated Effect of the Transaction on the Company’s Business and Affairs

The Private Placement is expected to provide the Company with the necessary funding required
for it to continue to pursue its business objectives.

Interests of Interested Parties and Related Parties and Associated Entities of Interested
Parties in the Transaction

Insiders of the Company beneficially or indirectly acquired a total of 750 Units in connection
with the Private Placement as follows:

Subscriber Number of Units
1179446 B.C. Ltd. (Mike Ajula) 500
Rae Ventures Inc. (Kyle Boyco) 250

Anticipated Effect of Transaction on Percentage of Securities of the Issuer Beneficially
Owned or Controlled by Each Person Referred to Above for Which There Would Be a
Material Change in That Percentage

Prior to the closing of the Private Placement, Mike Aujla, a Director of the Company, owned nil
Common Shares representing approximately 0% of the Company’s issued and outstanding
Common Shares and following closing, Mr. Aujla owns the same number of Common Shares.
Assuming the conversion of Mr. Aujla’s Debentures and the exercise in full of the Warrants
issued to Mr. Aujla, Mr. Aujla will own approximately 1.1% of the Company’s issued and
outstanding Common Shares.

Prior to the closing of the Private Placement, Kyle Boyco, an insider of the Company, owned
8,050,633 Common Shares representing approximately 11.9% of the Company’s issued and
outstanding Common Shares and following closing, Mr. Boyko owns the same number of
Common Shares. Assuming the conversion of Mr. Boyco’s Debentures and the exercise in full of
the Warrants issued to Mr. Boyko, Mr. Boyko will own approximately 12.3% of the Company’s
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issued and outstanding Common Shares.
Approval Process for the Transaction

The independent directors of the Company reviewed and unanimously approved the Private
Placement to related parties on December 13, 2018. Mike Aujla, a conflicted director, abstained
from voting on the authorizing resolution as required by Section 149(2) of the Business
Corporations Act (British Columbia). Edgar Montero, Brian Thurston and Aman Parmar
approved Mike Aujla’s participation in the Private Placement.

A special committee was not established in connection with the approval of the Private
Placement, and no materially contrary view or abstention was expressed or made by any director.

Exclusion from Formal Valuation

Not applicable.

Disclosure of Prior Valuations

Not applicable.

Material Agreements Entered into with Certain Parties in Connection with the Transaction

Other than the subscription agreements necessary to complete the Private Placement, there are no
agreements entered into by the Company, or a related party of the Company, with “interested
parties” or “joint actors” of such parties in connection with this transaction.

Exemptions Relied Upon

The Private Placement constitutes a “related party transaction” for the Company under MI 61-
101. No formal valuation on the part of the Company is required under MI 61-101 in respect of
the participation of the insiders in the Private Placement. The Company relied on the exemption
set forth in section 5.5(c) (Distribution of Securities for Cash) of Ml 61-101 which allows an
issuer to forego receiving a formal valuation in respect of a related party transaction if the
transaction consists of a distribution of securities of the issuer in return for cash as consideration.
All subscribers to the Private Placement provided cash as consideration for their securities.
Neither the Company nor any of the related parties who participated in the Private Placement
have knowledge of any material information concerning the Corporation or its securities that has
not been generally disclosed.

Additionally, the Company is exempt from obtaining minority shareholder approval in connection
with the Private Placement by relying on section 5.7(1)(b) of Ml 61-101 as, in addition to the
foregoing: (a) no securities of the issuer are listed or quoted on the Toronto Stock Exchange,
Aequitas NEO Exchange Inc., the New York Stock Exchange, the American Stock Exchange, the
NASDAQ Stock Market, or a stock exchange outside of Canada and the United States other than
the Alternative Investment Market of the London Stock Exchange or the PLUS markets operated
by PLUS Markets Group plc; (b) neither the fair market value of the Units nor the consideration
received in respect thereof from *“interested parties” as defined by MI 61- 101 exceeds
$2,500,000; (c) the Company has one or more independent directors in respect of the Private
Placement who are not employees of the Company; and (d) all of the independent directors
approved the Private Placement.



Reliance on subsection 7.1(2) of National Instrument 51-102

Not applicable.

Omitted Information

No significant facts have been omitted from this report.

Executive Officer

For further information, please contact Edgar Montero, Chief Executive Officer.

Tel: 604 398-3378
Email: edgarmontero@chemesis.com

Date of Report

December 31, 2018.
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