
  

  

No securities regulatory authority has in any way passed upon the merits of the transactions described in this 
management information circular. 

These materials are important and require your immediate attention. The shareholders of CSAC (“CSAC 
Shareholders”) are required to make important decisions. If you have any doubt as to how to make such 
decisions, please contact your tax, financial, legal or other professional advisors. 

 
CANNABIS STRATEGIES ACQUISITION CORP. 

 

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS 
to be held on March 18, 2019 

and  

MANAGEMENT INFORMATION CIRCULAR  

with respect to 

DEFINITIVE PURCHASE AGREEMENTS AND RELATED MATTERS 

involving 

LIVFREE WELLNESS, LLC, WASHOE WELLNESS, LLC, THE CANOPY NV, LLC, SIRA NATURALS, 
INC. AND CANNAPUNCH OF NEVADA LLC 

and 

CANNABIS STRATEGIES ACQUISITON CORP. 
(to be renamed “CSAC Cannabis Strategies Acquisition Corp.” on the Continuance (or such other name as 

may be selected by the Board of Directors prior thereto)) 

and also with respect to the 

AMENDMENT OF THE ARTICLES OF CANNABIS STRATEGIES ACQUISITION CORP. 

and also with respect to the 

CONTINUANCE OF CANNABIS STRATEGIES ACQUISITION CORP. TO BRITISH COLUMBIA 
FROM ONTARIO 

THE BOARD OF DIRECTORS OF CSAC RECOMMENDS THAT CSAC 
SHAREHOLDERS VOTE FOR THE TRANSACTION RESOLUTION AND THE EQUITY 
INCENTIVE PLAN RESOLUTION (EACH AS DEFINED HEREIN). 

 
As a result of the proposed Transaction (as defined herein), CSAC will derive a substantial portion of its 
revenues from the cannabis industry in certain states of the United States, which industry is illegal under 
United States federal law. CSAC will be directly involved (through its licensed subsidiaries) in the cannabis 
industry in the United States where local state laws permit such activities. Currently, its proposed 
subsidiaries and managed entities are directly engaged in the manufacture, possession, use, sale or 
distribution of cannabis and/or hold licenses in the adult-use and medicinal cannabis marketplace in the 
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States of Nevada and Massachusetts. See “Risk Factors – Risks Relating to the Legality of Cannabis” below 
in CSAC’s non-offering prospectus dated February 15, 2019 attached as Appendix “D” to the Circular for 
additional information on this risk. 
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THE PATH AHEAD FOR CSAC SHAREHOLDERS IN RESPECT OF THE 
TRANSACTION 

An industry-leading, world-class management team with a 
history of creating significant shareholder value  
Positive long-term trends in the U.S. cannabis industry  
Significant organic and accretive growth opportunities  
A compelling valuation relative to CSAC’s peers  
Superior management team with financial management and 
cannabis operating expertise  

THE BOARD OF DIRECTORS OF CSAC UNANIMOUSLY 
RECOMMENDS THAT CSAC SHAREHOLDERS VOTE FOR THE 

TRANSACTION RESOLUTION AND THE EQUITY INCENTIVE PLAN 
RESOLUTION. 
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February 19, 2019 
Dear Shareholder:  
 
It is my pleasure to extend to you, on behalf of the board of directors (the “CSAC Board”) of Cannabis Strategies 
Acquisition Corp. (“CSAC”, the “Corporation” or “our”), an invitation to attend a special meeting (the 
“Shareholders’ Meeting”) of shareholders (the “CSAC Shareholders”) to vote on our proposed acquisitions of 
LivFree Wellness, LLC, Washoe Wellness, LLC, The Canopy NV, LLC, Sira Naturals, Inc. and Cannpunch of 
Nevada LLC (each a “Target Business” and collectively, the “Target Businesses”) and related matters. We believe 
that the proposed acquisitions, which are expected to occur simultaneously pursuant to definitive purchase 
agreements between the Corporation and the equity holders of each Target Business (the “Definitive Agreements”), 
and which will constitute our qualifying transaction (the “Transaction”), represent a unique opportunity to invest in 
a leading vertically-integrated cannabis company in the United States with an initial anchor portfolio of high quality 
vertically-integrated operations in the Eastern and Western United States, and is entirely consistent with our stated 
strategy at the time of CSAC’s initial public offering (the “IPO”). 
 
The market reaction to the transaction has been supportive, with CSAC’s Class A restricted voting shares (“CSAC 
Class A Restricted Voting Shares”), CSAC’s warrants and CSAC’s rights trading positively since announcement, 
increasing from C$11.49, C$2.75 and C$1.00, respectively, on October 17, 2018, the last trading day before the 
announcement of the Transaction, to a range of C$11.96 to C$19.99, C$2.49 to C$6.90 and C$1.16 to C$1.88, 
respectively, since the announcement. 
  
Registered holders of the CSAC Class A Restricted Voting Shares have the right to redeem all or a portion of 
their CSAC Class A Restricted Voting Shares in accordance with their terms, provided that they deposit (or 
in the case of non-registered shareholders, instruct the applicable CDS Participant to cause CDS (each as 
defined in the Circular) to deposit) their shares for redemption prior to 5:00 p.m. (Toronto time) on March 
11, 2019, or if the Shareholders’ Meeting is adjourned or postponed, prior to 5:00 pm (Toronto time) on the 
fifth business day before the date of the adjourned or postponed Shareholders’ Meeting. Notwithstanding the 
foregoing redemption right, no registered holder of CSAC Class A Restricted Voting Shares, together with 
any affiliate of such holder or other person with whom such holder or affiliate is acting jointly or in concert, 
will be permitted to redeem more than an aggregate of 15% of the number of CSAC Class A Restricted 
Voting Shares issued and outstanding. 
 
Increasingly, Canadian public companies with U.S. cannabis businesses that are going public in Canada are 
using multiple voting share structures. CSAC wishes to ensure that Mercer Park CB, L.P. (“Mercer”), 
CSAC’s sponsor, is able to continue to build CSAC’s business during the current and expected future volatile 
period in the industry. Accordingly, CSAC will grant to Mercer and the other founders of CSAC the right, 
immediately prior to the closing of the Transaction, to have a one-time option to convert their existing CSAC 
Class B Shares on a one-for-one basis into new multiple voting shares of CSAC (the “Multiple Voting 
Shares”). Mercer intends to so convert its CSAC Class B Shares, as do the other founders of CSAC, and that 
right will then expire and so will no longer be available to subsequent holders of CSAC Class B Shares, which 
will have their terms amended and be re-named as subordinate voting shares of CSAC (the “Subordinate 
Voting Shares”). Upon the closing of the Transaction, any non-redeemed CSAC Class A Restricted Voting 
Shares will be converted into Subordinate Voting Shares. In addition, (i) customary coat-tail arrangements 
will be entered into, and (ii) the Multiple Voting Shares will be subject to a five-year sunset provision. See 
Schedule “A” – Proposed Amendment of Articles to the Transaction Resolution attached as Appendix “A” to 
the Circular for a description of the structure. 

The Circular, including the appendices thereto (especially the Prospectus attached as Appendix “D” to the Circular), 
contains a detailed description of the Transaction and other information relating to CSAC and the Target Businesses. 
We urge you to consider carefully all of the information in the Circular. CSAC Shareholders that have any questions 
or need additional information with respect to the voting of their CSAC Class A Restricted Voting Shares should 
consult their financial, legal, tax or other professional advisors. 
 
On behalf of CSAC, I would like to thank all of our CSAC Shareholders for their ongoing support as we prepare to 
undertake our qualifying transaction.  
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Yours very truly,  
 
(signed) “Jonathan Sandelman”  
 
Jonathan Sandelman 
Chairman, Chief Executive Officer and Corporate Secretary 
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REASONS TO SUPPORT THE PROPOSED ACQUISITION OF  
LIVFREE WELLNESS, LLC, WASHOE WELLNESS, LLC, THE CANOPY NV, LLC, SIRA NATURALS, 

INC. AND CANNAPUNCH OF NEVADA LLC (THE “TRANSACTION”) 
 

POTENTIAL FOR SIGNIFICANT SHAREHOLDER VALUE CREATION 
 
CSAC believes there is meaningful potential for value creation for its shareholders post the Transaction. CSAC and 
each of the Target Businesses has the opportunity to grow significantly and generate meaningful cash flow from its 
existing operating assets, and to acquire complementary assets. 
 

THE BOARD OF DIRECTORS OF CSAC (THE “CSAC BOARD”) HAS UNANIMOUSLY SUPPORTED 
THE TRANSACTION RESOLUTION AND THE EQUITY INCENTIVE PLAN RESOLUTION. 

 
The CSAC Board carefully evaluated the terms of the proposed Transaction and unanimously: (i) determined that 
the Transaction is in the best interests of the Corporation; (ii) determined that the Transaction is fair, from a 
financial point of view, to CSAC Shareholders; (iii) approved the Transaction and the entering into of each of the 
Definitive Agreements; and (iv) resolved to recommend that the registered CSAC Shareholders vote in favour of the 
Transaction Resolution and the Equity Incentive Plan Resolution (each as defined in the Circular). 

In reaching these determinations and approvals, the CSAC Board considered, among other things, the following 
factors and potential benefits and risks of the Transaction: 

• Strong, competitive position within an attractive industry. 

• Strong, experienced and well-aligned management team. Upon completion of the Transaction, CSAC will 
have a strong management team and board of directors comprised of individuals who have significant 
experience in the cannabis industry, and who intend to implement a clear strategy going forward. 

• Strong current EBITDA generation, with potential for growth by virtue of the Transaction and positive 
industry momentum. Each of the Target Businesses’ operating assets has significant momentum and cash 
flow potential.  Combining the Target Businesses’ operations is expected to create additional opportunities 
for growth.   

• Attractive return on investment relative to risk profile. The Target Businesses represent an early 
opportunity to invest in a high growth business at an attractive valuation. See “Forward-Looking 
Statements” in the management information circular attached hereto (the “Circular”) and “Caution 
Regarding Forward Looking Statements” in CSAC’s non-offering prospectus (the “Prospectus”) dated 
February 15, 2019 attached to the Circular as Appendix “D”. 

• Strong public market support. CSAC has received a significant amount of positive public support with 
respect to our acquisition of the Target Businesses. The CSAC Class A Restricted Voting Shares, CSAC’s 
warrants (the “CSAC Warrants”) and CSAC’s rights (the “CSAC Rights”) have traded positively since 
announcement, increasing from C$11.49, C$2.75 and C$1.00, respectively, on October 17, 2018 the last 
trading day before the announcement of the Transaction, to a range of C$11.96 to C$19.99, C$2.49 to 
C$6.90 and C$1.16 to C$1.88, respectively, since the announcement. 

• Opportunities for platform growth through acquisitions. As evidenced by the proposed acquisitions of the 
Target Businesses, CSAC believes that there is opportunity for further consolidation within the U.S. 
cannabis industry. 

• Benefit from being a public company in Canada. The Target Businesses are expected to collectively 
benefit from CSAC’s Canadian listing on the NEO Exchange Inc. for a number of reasons, including access 
to Canadian and international capital. 
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Other considerations that we believe demonstrate the attractiveness of this transaction, and that provide protection to 
CSAC Shareholders include the following:  

• Shareholder Approval. The Transaction Resolution will be required to be approved by: (i) a special 
resolution of the holders of Class A Restricted Voting Shares of CSAC (the “CSAC Class A Restricted 
Voting Shares”); (ii) a special resolution of the holders of the Class B shares of CSAC (the “CSAC Class 
B Shares” and together with the CSAC Class A Restricted Voting Shares, the “CSAC Shares”) (which has 
already been obtained); (iii) an ordinary resolution of the minority holders of CSAC Class A Restricted 
Voting Shares (i.e., other than those held by holders of CSAC Class B Shares and other persons not 
permitted to vote thereon under Ontario Securities Commission Rule 56-501 – Restricted Shares (“OSC 
Rule 56-501”)); (iv) an ordinary resolution of all CSAC Shareholders, voting together as if they were a 
single class of shares; and (v) a special resolution of all CSAC Shareholders, voting together as if they were 
a single class. As noted above, the Transaction Resolution will be used to approve a “restricted security 
reorganization” pursuant to National Instrument 41-101 – General Prospectus Requirements (“NI 41-101”) 
and OSC Rule 56-501, which requires that a restricted security reorganization receive prior majority 
approval of the holders of CSAC Class A Restricted Voting Shares in accordance with applicable law, 
excluding any votes attaching to CSAC Class A Restricted Voting Shares held, directly or indirectly, by 
affiliates of CSAC or control persons of CSAC or holders of CSAC Class A Restricted Voting Shares that 
are also holders of CSAC Class B Shares. Mercer, CSAC’s sponsor and a CSAC Founder, is an affiliate or 
control person of CSAC, and therefore any CSAC Class A Restricted Voting Shares held by Mercer will be 
excluded from voting in the class vote of the CSAC Class A Restricted Voting Shares in respect of the 
Transaction Resolution under NI 41-101 and OSC Rule 56-501. Any CSAC Class A Restricted Voting 
Shares of Kamaldeep Thindal and Charles Miles, the other founders of CSAC, will also be excluded from 
voting in the class vote of the CSAC Class A Restricted Voting Shares on the Transaction Resolution. 

• Redemption Rights. Registered holders of CSAC Class A Restricted Voting Shares can elect to redeem all 
or a portion of their CSAC Class A Restricted Voting Shares, provided that they deposit (and do not validly 
withdraw) their CSAC Class A Restricted Voting Shares for redemption prior to the Redemption Deposit 
Deadline (as defined in the Circular) and, subject to applicable law, upon the closing of the Transaction, for 
an amount per CSAC Class A Restricted Voting Share, payable in cash, equal to the pro-rata portion, per 
CSAC Class A Restricted Voting Share, of (A) the escrowed funds available in CSAC’s escrow account 
(the “Escrow Account”) at the time of the meeting, including interest and other amounts earned thereon;  
less (B) an amount equal to the total of (i) applicable taxes payable by CSAC on such interest and other 
amounts earned in the Escrow Account, and (ii) actual and expected direct expenses related to the 
redemption, each as reasonably determined by CSAC; for greater certainty, such amount will not be 
reduced by the amount of any tax of CSAC under Part VI.1 of the Income Tax Act (Canada) or the deferred 
underwriting commission per CSAC Class A Restricted Voting Share held in the Escrow Account. The 
redemption price per CSAC Class A Restricted Voting Share is expected to be approximately C$10.05, 
assuming a redemption date of March 11, 2019. Registered holders of CSAC Class A Restricted Voting 
Shares may elect to redeem their CSAC Class A Restricted Voting Shares irrespective of whether they vote 
for or against, or do not vote on, the Transaction. See “Redemption Rights” in the Circular.  
 

• Dissent Rights. Registered CSAC Shareholders have been provided with the right to dissent (the “Dissent 
Rights”) in respect of the Transaction Resolution in the manner provided in section 185 of the Business 
Corporations Act (Ontario) (the “OBCA”). Any registered CSAC Shareholder who validly exercises 
dissent rights (a “Dissenting Shareholder”), may be entitled, in the event the Transaction Resolution 
becomes effective, to be paid by the Corporation the fair value of the CSAC Shares held by such Dissenting 
Shareholder, which fair value, notwithstanding anything to the contrary contained in Part XIV of the 
OBCA, shall be determined as of the close of business on the day before the Transaction Resolution was 
adopted; provided that the Transaction closes. See “Dissent Rights” in the Circular. Given the presence of 
the redemption rights attached to the CSAC Class A Restricted Voting Shares, which are 
substantially simpler than the Dissent Rights procedurally, and that CSAC believes that the two 
rights would provide equivalent value, it is NOT recommended that CSAC Shareholders exercise the 
Dissent Rights without careful consideration.  In addition, Given that the market price of the CSAC 
Class A Restricted Voting Shares is, at the date of the mailing of the Circular, substantially in excess 
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of the expected redemption price of C$10.05 per CSAC Class A Restricted Voting Share, any exercise 
of either the redemption rights or the Dissent Rights should be very carefully considered.  

 
WORLD-CLASS MANAGEMENT TEAM AND BOARD OF DIRECTORS 

 
Upon completion of the Transaction, CSAC will have a strong management team and board of directors comprised 
of individuals who have significant experience in the cannabis industry, and who intend to implement a clear 
strategy going forward. The members of management listed below whose names are marked with a “*” are expected 
to sit on the board of directors of CSAC following completion of the Transaction (the “Resulting Issuer Board”). 
 
Management Team 
 

• Jonathan Sandelman, Chairman, Chief Executive Officer and Corporate Secretary*. Jonathan (Jon) 
Sandelman is the Chief Executive Officer of Mercer Park, L.P., the parent of Mercer, CSAC’s sponsor. 
Prior to this role, he was Chief Executive Officer and Chief Investment Officer of Sandelman Partners, 
LP.  Previously, he was the President of Bank of America Securities and former Head of Debt and 
Equities at Banc of America Securities. While at Banc of America Securities, he served as a member of 
the company’s Operating Committee, Banc of America Securities Leadership Committee and The Global 
Corporate and Investment Banking Compensation Committee.  As Head of Debt and Equities, Mr. 
Sandelman was responsible for all of market risk and the strategic direction of the firm’s trading, 
distribution and new products development efforts.  He oversaw the firm’s capital markets function in 
coordination with the head of banking.  Mr. Sandelman began his career with Banc of America Securities 
in 1998 as head of the Equity Financial Products business, and he became head of Equities in 2002. He 
was appointed President of Banc of America Securities in early 2004.  Prior to joining Banc of America, 
he was deputy head of Global Equities and Managing Director of equity derivatives and proprietary 
trading at Salomon Brothers and a member of the firm’s Risk Management Committee and Compensation 
Committee. Mr. Sandelman has been honored with Risk Magazine’s prestigious “Derivative Superstar” 
award and Derivative Magazine’s “Derivative Person of the Year.” Mr. Sandelman earned a Bachelor of 
Science (BS) from Adelphi University and earned his law degree (Juris Doctor) from Cardozo School of 
Law. 

 
• Mark Smith, Executive Vice Chairman*. Mark Smith is the Chief Executive Officer of Green Cross 

Colorado, Green Cross Nevada and Tumbleweed Companies, and the Managing Member and Chief 
Executive Officer of Cannapunch of Nevada LLC (“Cannapunch”). Cannapunch’s brands include 
Cannapunch, Highly Edible and Dutch Girl Edibles. Mr. Smith also oversees and develops dispensaries 
under the Tumbleweed brand, and currently has seven operating dispensaries. Prior to his current 
employment, and for approximately five years, Mr. Smith was the owner and Chief Executive Officer of a 
pawnshop company, whereby he built up a large chain of stores through acquisition and greenfield 
development culminating in a total of 13 stores. Mr. Smith subsequently sold this business to a publicly-
held company, EZ Pawn. Mr. Smith received his Bachelor of Arts from Gustavus Adolphus College and 
Juris Doctor degree from Hamline School of Law. 

 
• Jennifer Drake, Chief Operating Officer. Jennifer Drake is Chief Operating Officer of Mercer Park, L.P., 

the parent of Mercer, CSAC’s sponsor. Prior to this role, she served as President and Chief Operating 
Officer of Tricadia Capital Management after holding a similar role as Chief Operating Officer of DW 
Partners, both multi-strategy hedge funds with assets under management of several billion dollars. Prior to 
DW Partners, Ms. Drake was a Managing Director at Goldman Sachs where she focused on absolute 
return strategies in the credit and equity markets and was a member of the Liquid Markets Investment 
Committee for the $120 billion Alternative Investments and Manager Selection group. Ms. Drake has also 
held senior positions at GAM Investments and Nomura Securities’ proprietary trading team. Ms. Drake 
holds a Bachelor of Arts degree in Physics, with honors, from Williams College. 
 

• Carmelo Marrelli, Chief Financial Officer. Carmelo Marrelli is the principal of Marrelli Support Services 
Inc., a firm that has delivered accounting and regulatory compliance services to listed companies on 
various exchanges for over twenty years. In addition, Mr. Marrelli also controls DSA Corporate Services 
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Inc., a firm providing corporate secretarial and regulatory filing services. Mr. Marrelli is a Chartered 
Professional Accountant (CPA, CA, CGA), and a member of the Institute of Chartered Secretaries and 
Administrators, a professional body that certifies corporate secretaries. He received a Bachelor of 
Commerce degree from the University of Toronto. 

 
Board of Directors 

 
• Kamaldeep Thindal. Kamaldeep (Kam) Thindal is a co-founder of Core Capital Partners (formerly Hamza 

Thindal Capital Corp.) and serves as the firm’s Managing Partner. Prior to founding Core Capital Partners, 
Mr. Thindal spent five years as an independent capital markets advisor for a number of TSX Venture 
Exchange listed companies. Over the course of that time, he was involved in several financings across 
multiple sectors. For the past five years, Mr. Thindal has sourced investments, negotiated financings and 
acquisitions in various sectors with a particular focus on biotech, health care and special situations. He has 
been involved in leading transactions in both private and public companies. Prior to his career in venture 
capital, Mr. Thindal spent five years at a private manufacturing company in Vancouver, Canada, where he 
helped restructure the company, optimize operations, introduce new products and evolve the company 
from a family run business to a multi-national brand. He holds a Bachelor of Technology in Technology 
Management from the British Columbia Institute of Technology. 

 
• Charles Miles. Charles (Charlie) Miles is a Managing Director at Recapture Partners, which is a venture 

capital company that advises, invests and raises money in early stage Fintech companies. Prior to this role, 
he worked at Bloomberg LLP as an equity option trader. Prior to his tenure at Bloomberg, he was a 
volatility arbitrage hedge fund portfolio manager and Managing Director at Deutsche Bank. He also was a 
portfolio manager at Del Mar Asset Management, and started his own hedge fund, Claris Capital 
Management. He began his career at Salomon Brothers, where he was involved in equity research, 
quantitative portfolio management and equity derivatives sales and management. As a Managing Director 
at Salomon Brothers and Citibank, he ran one of the most successful equity derivatives sales teams on 
Wall Street during a time of unprecedented growth in the product. Mr. Miles received his Bachelor of Arts 
in Economics and Political Science from Middlebury College. 

 
• Christopher Burggraeve. Christopher (Chris) R. Burggraeve is the founder and chief executive officer of 

Vicomte LLC, which is a brand management company that advises corporations, start-ups, private equity 
firms and family offices. Prior to founding Vicomte LLC, Mr. Burggraeve spent five years as the Global 
Chief Marketing Office of Anheuser-Busch InBev SA/NV. He has also served in a number of senior 
marketing and general management roles with The Coca-Cola Company throughout Europe and Eurasia, 
and as a brand manager at Procter and Gamble Company. Mr. Burggraeve is a global business marketer 
turned investor, entrepreneur, advisor, board member and adjunct faculty member of the NYU School of 
Business, and has nearly 30 years of expertise merging brand management, societal context, and profit and 
loss statements. As one of the early consumer packaged goods industry leaders to have actively 
recognized the importance and potential of the cannabis industry, he co-founded Toast Holdings in 2016, 
the parent company of Aspen-born cannabis pre-roll brand ToastTM. Mr. Burggraeve is also the Chairman 
of greenRush, an online marketplace for legally purchasing cannabis in the United States. He holds a 
Master’s degree in Economics and Business from KU Leaven, a Master’s degree in European Economics 
from the Centre Européen Universitaire de Nancy and a TRIUM Global Executive Master’s degree in 
Business Administration from (collectively) New York University – Stern School of Business, the London 
School of Economics and HEC Paris. 
 

• Steve Menzies. Steve Menzies is the founder of LivFree Wellness, LLC (“LivFree”). Mr. Menzies has 
over 40 years of experience in construction, home building and land development. He is a master 
electrician and a master plumber, and is certified by the National Association of Home Builders. As an 
entrepreneur, Mr. Menzies started and acquired several subcontractor companies in order to offer a “one 
stop shop” for Las Vegas homebuilders with highly efficient and streamlined administrative and 
accounting management. In 2006, he sold two of these companies, Efficient Electric and United 
Plumbing, along with McGwire Supply, an electrical distributor, to Stock Building Supply (“SBS”) where 
he continued to work as West Coast Manager, supporting SBS’ role as a major supplier of subcontracting 
services for homebuilders in the Las Vegas valley until SBS was wound up in 2009. Mr. Menzies is 
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currently a majority owner of Focus Plumbing, Focus Electric, Focus Framing Door & Trim, Green Image 
LLC dba GTI, Focus Concrete and Focus Fire Protection. Along with LivFree, these companies 
collectively employ approximately 1600 employees across the State of Nevada as of the date of the 
Circular. 

 
• Mark Pitchford. Mark Pitchford is the founder of Washoe Wellness, LLC (“Washoe”) and The Canopy 

NV, LLC (“Canopy”). Mr. Pitchford is active in the cannabis industry, and has had integral involvement 
in the creation, design and operation of over a dozen marijuana cultivation, dispensary, processing, 
distribution and management companies in both the State of California and the State of Nevada. He is the 
owner and Chief Executive Officer of KYND Cannabis Company, which is a producer of cured cannabis 
flower, concentrates, vaporizer pens, CBD formulas and edibles sold by dispensaries throughout the State 
of Nevada, and is one of the founding members of Mynt Cannabis Dispensary, the only cannabis 
dispensary located in the downtown Reno entertainment district. Mr. Pitchford has consulted on multiple 
industry-related operations and medical marijuana application processes across U.S.  He is the president of 
Wise Owl Team Inc., a consulting management company that provides services such as executive 
oversight, compliance oversight, financial oversight, security and loss prevention oversight and human 
resources oversight. Mr. Pitchford is also the founder and Chief Executive Officer of M&M Agriculture, a 
hemp consulting, operation, genetic distribution company. 
 

• Louis F. Karger. Louis F. Karger is the sole manager and founder of Panther Residential Investments LLC 
and Panther Residential Management LLC. Both companies focus on the acquisition, development, 
management and sale of multi-family apartment properties in the Southeast United States. Panther 
Residential Investments LLC also serves as the Manager of many affiliated real estate entities 
(collectively with Panther Residential Investments LLC and Panther Residential Management LLC, the 
“PRM Group Companies”). Mr. Karger is responsible for the overall direction, vision and leadership of 
the PRM Group Companies with a focus on investment strategies, capital and debt financings, and 
determining new development objectives. In addition, he oversees the PRM Group Companies’ day-to-
day operations and the execution of its overall business, management and development strategy. To date, 
the PRM Group Companies has acquired over 7,000 residential apartment units with a total transaction 
value of approximately $1,411,579,460. Mr. Karger is also a Director and the Treasurer of Sira Naturals, 
Inc. (“Sira”) and is a co-founder of (i) Compass Realty Associates, LLC, a private equity real estate firm 
that owns and manages approximately one million square feet of property throughout the New England 
region, and (ii) Compass Realty Partners, LLC, a $72 million real estate investment fund. Mr. Karger 
holds a Bachelor of Science degree from the Boston University School of Hospitality Administration. 

 
STRONG PUBLIC MARKET SUPPORT IN FAVOR OF THIS TRANSACTION 

 
To date, CSAC has received a significant amount of positive public support with respect to our acquisition of the 
Target Businesses. The CSAC Class A Restricted Voting Shares, the CSAC Warrants and the CSAC Rights have 
traded positively since announcement, increasing from C$11.49, C$2.75 and C$1.00, respectively, on October 17, 
2018 the last trading day before the announcement of the Transaction, to a range of C$11.96 to C$19.99, C$2.49 to 
C$6.90 and C$1.16 to C$1.88, respectively, since the announcement. 
 

CSAC NEGOTIATED THE TRANSACTION 

 
CSAC was first introduced to each of LivFree, Washoe and Canopy in May 2018, to Sira in June 2018 and to 
Cannapunch in January 2018. CSAC conducted diligence on each of the Target Businesses. The CSAC team 
conducted diligence on each of the Target Businesses’ business plans and attempted to ascertain fundamental value 
with respect to each Target Business. 
 
CSAC signed a letter of intent and entered into exclusivity with each of LivFree, Washoe, Canopy and Sira on June 
26, 2018, June 14, 2018, June 14, 2018, June 29, 2018, respectively, to conduct due diligence and to negotiate 
documentation. 
 



vi  

As part of its due diligence process, the CSAC team and its advisors travelled to Nevada and Massachusetts on 
several occasions to evaluate the Target Businesses’ operating assets.  
 
See “The Transaction – Background to the Transaction” for additional information. 
 
 

DUAL-CLASS SHARE STRUCTURE DESIGNED TO MITIGATE INDUSTRY VOLATILITY 

 
Increasingly, Canadian public companies with U.S. cannabis businesses that are going public in Canada are using 
multiple voting share structures. CSAC wishes to ensure that Mercer, CSAC’s sponsor, is able to continue to build 
CSAC’s business during the current and expected future volatile period in the industry. Accordingly, CSAC will 
grant to Mercer and the other founders of CSAC the right, immediately prior to the closing of the Transaction, to 
have a one-time option to convert their existing CSAC Class B Shares on a one-for-one basis into new multiple 
voting shares of CSAC. Mercer intends to so convert its CSAC Class B Shares, as do the other founders of CSAC, 
and that right will then expire and so will no longer be available to subsequent holders of CSAC Class B Shares, 
which will have their terms amended and be re-named as subordinate voting shares of CSAC. Upon the closing of 
the Transaction, any non-redeemed CSAC Class A Restricted Voting Shares will be converted into Subordinate 
Voting Shares. In addition, (i) customary coat-tail arrangements will be entered into, and (ii) the Multiple Voting 
Shares will be subject to a five-year sunset provision. See Schedule “A” – Proposed Amendment of Articles to the 
Transaction Resolution attached as Appendix “A” to the Circular for a description of the structure. 

 See “The Transaction – Amendment of Articles – Multiple Voting Share / Subordinate Voting Share Structure” for 
additional information. 
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NOTICE OF SPECIAL MEETING OF SHAREHOLDERS 

NOTICE IS HEREBY GIVEN that a special meeting (the “Shareholders’ Meeting”) of the holders (collectively, 
the “CSAC Shareholders”) of (i) Class A Restricted Voting shares of CSAC (the “CSAC Class A Restricted 
Voting Shares”) and (ii) Class B shares of CSAC (the “CSAC Class B Shares”, and together with the CSAC Class 
A Restricted Voting Shares, the “CSAC Shares”) of Cannabis Strategies Acquisition Corp. (“CSAC”, the 
“Corporation” or “our”) is scheduled to be held at the offices of Stikeman Elliott LLP, 199 Bay Street, Commerce 
Court West, 53rd Floor, Toronto, Ontario M5L 1B9 on March 18, 2019 at 10:00 am (Toronto time), for the 
following purposes: 

1. To consider, and, if thought advisable, to pass a special and ordinary resolution (the “Transaction 
Resolution”), the full text of which is set forth in Appendix “A” attached to the accompanying 
management information circular dated February 19, 2019 (the “Circular”), to: 
 

a. approve CSAC’s qualifying transaction (the “Transaction”), pursuant to which, among other 
things, CSAC proposes to acquire LivFree Wellness, LLC, Washoe Wellness LLC, The Canopy 
NV, LLC, Sira Naturals, Inc. and Cannapunch of Nevada LLC (collectively, the “Target 
Businesses”) pursuant to the terms of the respective definitive purchase agreements in respect 
thereof (as they may be amended), which includes authorizing the issuance of up to 7,614,706 
CSAC Class B Shares (to become subordinate voting shares of CSAC (the “Subordinate Voting 
Shares”) upon the effectiveness of the Continuance (as defined herein)) upon the exchange of the 
Exchangeable Shares of CSAC’s subsidiaries;  

 
b. approve the amendment of the articles of CSAC to: 

 
• authorize and set the terms of the multiple voting shares of CSAC (the “Multiple Voting 

Shares”); 
• create a one-time right to elect to convert the then-outstanding CSAC Class B Shares into 

the Multiple Voting Shares (which would occur simultaneously with the closing of the 
acquisitions of the Target Businesses, immediately following the redemption of the 
CSAC Class A Restricted Voting Shares and immediately prior to the conversion of the 
non-redeemed CSAC Class A Restricted Voting Shares); 

• effective simultaneously with the closing of the acquisitions of the Target Businesses, 
change the designation of the CSAC Class B Shares into Subordinate Voting Shares and 
add applicable coat-tail terms (with the result that, immediately following the closing of 
the acquisitions of the Target Businesses, the non-redeemed CSAC Class A Restricted 
Voting Shares will be converted into Subordinate Voting Shares); and 

• eliminate and remove the CSAC Class A Restricted Voting Shares from the authorized 
capital of CSAC once there are no more CSAC Class A Restricted Voting Shares issued 
and outstanding as a result of their redemption and/or conversion into Subordinate Voting 
Shares; and 

 
c. authorize CSAC to continue (the “Continuance”) from a company under the Business 

Corporations Act (Ontario) to a company under the Business Corporations Act (British 
Columbia), which includes authorization for the directors and auditors immediately following the 
Continuance to be as set forth in the accompanying Circular as well as the authorization of a 
notice of articles and articles which will provide, all as described in the accompanying Circular, 
for: 
 

• a name change to “CSAC Cannabis Strategies Acquisition Corp.” (or such other 
name as may be selected by the board of directors of CSAC prior to the 
Continuance); 

• an authorized capital consisting solely of an unlimited number of  Multiple Voting 
Shares and Subordinate Voting Shares; 

• constrained share provisions; 
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• advance notice provisions; 
• forum selection provisions; and 
• the ability of the board of directors of CSAC to determine the number of directors 

from time to time. 
 

The Transaction Resolution will be required to be approved by: (i) a special resolution of the holders 
of CSAC Class A Restricted Voting Shares; (ii) a special resolution of the holders of CSAC Class B 
Shares (which has already been obtained); (iii) an ordinary resolution of the minority holders of 
CSAC Class A Restricted Voting Shares (i.e., other than those held by holders of CSAC Class B 
Shares and other persons not permitted to vote thereon under Ontario Securities Commission Rule 
56-501 – Restricted Shares); (iv) an ordinary resolution of all CSAC Shareholders, voting together as 
if they were a single class of shares; and (v) a special resolution of all CSAC Shareholders, voting 
together as if they were a single class. 
 
The Transaction Resolution will, upon closing of the Transaction, (i) result in the holders of all 
Multiple Voting Shares of the Ontario company holding similar Multiple Voting Shares (on a one-
for-one basis) of the British Columbia company and in the holders of all Subordinate Voting Shares 
of the Ontario company holding similar Subordinate Voting Shares (on a one-for-one basis) of the 
British Columbia company, and (ii) will also provide that the initial auditors of the British Columbia 
company will be MNP LLP and that the directors are authorized to fix the remuneration thereof. 

2. To consider, and, if thought advisable, to pass an ordinary resolution (the “Equity Incentive Plan 
Resolution”), the full text of which is set forth in Appendix “B” attached to the accompanying Circular, to 
approve, conditional on the closing of the Transaction, the proposed Equity Incentive Plan, which includes 
authorizing the grant of rights to acquire up to 5,100,000 Subordinate Voting Shares. 
 
The Equity Incentive Plan Resolution will be required to be approved by an ordinary resolution of 
all CSAC Shareholders, voting together as if they were a single class of shares.  

3. To transact such further or other business as may properly come before the Shareholders’ Meeting or any 
adjournment(s) or postponement(s) thereof. 

The record date for the determination of registered CSAC Shareholders entitled to receive notice of and to vote at 
the Shareholders’ Meeting is the close of business on January 17, 2019 (the “Record Date”). Only CSAC 
Shareholders whose names have been entered in the register of CSAC Shareholders as of the close of business on 
the Record Date will be entitled to receive notice of and to vote their CSAC Shares at the Shareholders’ Meeting. 
This notice of special meeting of CSAC Shareholders is accompanied by the Circular and a form of proxy (for 
registered shareholders) or a voting instruction form (for beneficial shareholders). 

As a result of the foregoing, among other things, all CSAC Class A Restricted Voting Shares in respect of which 
valid notices of redemption in respect of the Transaction have been deposited by the Redemption Deadline (as 
defined in the Circular) and not withdrawn will be redeemed by CSAC effective immediately prior to the closing of 
the Transaction (the “Effective Time”), and, upon receipt by each such CSAC Shareholder of the redemption 
amount for their CSAC Class A Restricted Voting Shares in accordance with the constating documents of CSAC, 
each such redeeming CSAC Shareholder shall cease to have any rights as a registered CSAC Shareholder, and such 
CSAC Class A Restricted Voting Shares shall be cancelled and cease to be outstanding. 

The specific details of the matters proposed to be put before the Shareholders Meeting are set forth in the Circular 
accompanying this Notice. The full text of the Transaction Resolution and the Equity Incentive Plan Resolution are 
set out in Appendices “A” and “B”, respectively, to the Circular. A form of proxy or voting instruction form also 
accompanies this Notice. 

If the Transaction Resolution is not approved by the registered CSAC Shareholders at the Shareholders’ 
Meeting, the Equity Incentive Plan Resolution will not be proceeded with at the Shareholders’ Meeting.  
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A registered CSAC Shareholder may attend the Shareholders’ Meeting in person or may be represented by proxy. If 
you are a registered CSAC Shareholder and you are unable to attend the Shareholders’ Meeting in person, we 
encourage you to vote by completing the enclosed form of proxy or, alternatively, electronically or by telephone, in 
each case in accordance with the enclosed instructions. Voting by proxy will not prevent you from voting in person 
if you attend the Shareholders’ Meeting and will ensure that your vote will be counted if you are unable to attend. A 
proxy will not be valid for use at the Shareholders’ Meeting unless the completed form of proxy is deposited at the 
offices of CSAC’s transfer agent, Odyssey Trust Company, at 350 – 300 5th Avenue SW, Calgary, Alberta T2P 3C4, 
Attention: Proxy Department prior to 10:00 am on March 14, 2019 or, if the Shareholders’ Meeting is adjourned, at 
least 48 hours (excluding Saturdays, Sundays and holidays) prior to the time set for the reconvening of the 
Shareholders’ Meeting. A person appointed as a proxyholder need not be a shareholder. 
 
If you are a non-registered CSAC Shareholder, please refer to the section in the Circular entitled “General Proxy 
Information — Advice to Beneficial CSAC Shareholders” as well as the instructions set out in the voting instruction 
form or other instructions received from your financial intermediary for information on how to vote your CSAC 
Shares. 
 
Registered holders of CSAC Class A Restricted Voting Shares have the right to redeem all or a portion of 
their CSAC Class A Restricted Voting Shares in accordance with their terms, provided that they deposit (or 
in the case of non-registered shareholders, instruct the applicable participant in the depository, trading, 
clearing and settlement systems administered by CDS Clearing and Depositary Services Inc. (“CDS”) to 
cause CDS to deposit their shares for redemption prior to 5:00 p.m. (Toronto time) on March 11, 2019, or if 
the Shareholders’ Meeting is adjourned or postponed, prior to 5:00 pm (Toronto time) on the fifth business 
day before the date of the adjourned or postponed meeting. Notwithstanding the foregoing redemption right, 
no registered holder of CSAC Class A Restricted Voting Shares, together with any affiliate of such holder or 
other person with whom such holder or affiliate is acting jointly or in concert, will be permitted to redeem 
more than an aggregate of 15% of the number of CSAC Class A Restricted Voting Shares issued and 
outstanding. 
 
Registered CSAC Shareholders have been provided with the right to dissent in respect of the Transaction 
Resolution in the manner provided in section 185 of the Business Corporations Act (Ontario) (“Dissent 
Rights”). If the Continuance becomes effective, a registered CSAC Shareholder who dissents in respect of the 
Transaction Resolution (a “Dissenting CSAC Shareholder”) is entitled to be paid the fair value of such 
Dissenting CSAC Shareholder’s CSAC Shares, provided that such Dissenting CSAC Shareholder has 
delivered to CSAC a written objection to the Transaction Resolution not later than the date of the 
Shareholders’ Meeting and has otherwise complied strictly with the dissent procedures described in the 
Circular, including the relevant provisions of Section 185 of the OBCA.  
 
Given the presence of the redemption rights attached to the CSAC Class A Restricted Voting Shares, which 
are substantially simpler than the Dissent Rights procedurally, and given that CSAC believes that the two 
rights would ultimately provide equivalent value, it is NOT recommended that CSAC Shareholders exercise 
the Dissent Rights without careful consideration.  In addition, given that the market price of the CSAC Class 
A Restricted Voting Shares is, at the date of the mailing of the Circular, substantially in excess of the 
expected redemption price of C$10.05 per CSAC Class A Restricted Voting Share, any exercise of either the 
redemption rights or the Dissent Rights should be very carefully considered.  

DATED at Toronto, Ontario, this 19th day of February, 2019. 

BY ORDER OF THE BOARD OF DIRECTORS 

(signed) “Jonathan Sandelman” 
 
Jonathan Sandelman 
Chairman, Chief Executive Officer and Corporate Secretary 
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FREQUENTLY ASKED QUESTIONS 

The following questions and answers about the Shareholders’ Meeting, voting thereat, and the Transaction, as 
applicable, are designed to help you understand such matters in more detail. All capitalized terms not otherwise 
defined have the meanings ascribed to them in the Circular. 

About the Shareholders’ Meeting 

Why did I receive this package of information? 

The Transaction and the related matters described in the Circular are subject to, among other things, obtaining 
CSAC Shareholder approval, as further described below. As a registered CSAC Shareholder as of the close of 
business on January 17, 2019, you are entitled to receive notice of and vote at the Shareholders’ Meeting. 

What is this document? 

This document is an information circular furnished to registered CSAC Shareholders in connection with the 
solicitation of proxies by and on behalf of the management of CSAC for use at the Shareholders’ Meeting or 
at any adjournment(s) or postponement(s) thereof. The Circular provides additional information respecting the 
Transaction, among other things. References in this Circular to the Shareholders’ Meeting include any 
adjournment(s) or postponement(s) thereof that may occur. 

Who is soliciting my proxy? 

Your proxy is being solicited by and on behalf of CSAC’s management for use at the Shareholders’ Meeting or any 
adjournment(s) or postponement(s) thereof. While it is expected that the solicitation will be primarily by mail, 
proxies may be solicited personally or by telephone by the regular employees of CSAC at nominal cost. All costs of 
solicitation by management will be borne by CSAC.  

CSAC will not be using the notice-and-access mechanism under National Instrument 54-101- Communication with 
Beneficial Owners of Securities of a Reporting Issuer for distribution of the Notice of Meeting of Shareholders and 
the Circular to registered CSAC Shareholders. 

See “General Proxy Information – Solicitation of Proxies”. 

When and where is the Shareholders’ Meeting? 

The Shareholders’ Meeting is scheduled to be held at the offices of Stikeman Elliott LLP, 199 Bay Street, 
Commerce Court West, 53rd Floor, Toronto, Ontario, Canada M5L 1B9, on March 18, 2019 at 10:00 am (Toronto 
time). 

When is voting recommended? 

In order to ensure that your proxy is received in time for the Shareholders’ Meeting, to be held on March 18, 2019 at 
10:00 am (Toronto time), we recommend that you vote as soon as possible.   

What am I being asked to vote on? 

You are being asked to vote on the Transaction Resolution to approve the Transaction, pursuant to which, among 
other things: 

• CSAC proposes to acquire LivFree Wellness, LLC, Washoe Wellness LLC, The Canopy NV, LLC, Sira 
Naturals, Inc. and Cannapunch of Nevada LLC pursuant to the terms of the respective definitive purchase 
agreements in respect thereof (as they may be amended as or prior to at the closing of the Transaction), 
which includes authorizing the issuance of up to 7,614,706 CSAC Class B Shares (to become Subordinate
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Voting Shares upon the effectiveness of the Continuance) upon the exchange of the Exchangeable Shares 
of CSAC’s subsidiaries; 
 

• CSAC proposes to amend (the “Amendment”) its articles  in order to: 
o authorize and set the terms of the Multiple Voting Shares; 
o create a one-time right to elect to convert the then-outstanding CSAC Class B Shares into the Multiple 

Voting Shares (which would occur simultaneously with the closing of the acquisitions of the Target 
Businesses, immediately following the redemption of the CSAC Class A Restricted Voting Shares and 
immediately prior to the conversion of the non-redeemed CSAC Class A Restricted Voting Shares); 

o effective simultaneously with the closing of the acquisitions of the Target Businesses, change the 
designation of the CSAC Class B Shares into Subordinate Voting Shares and add applicable coat-tail 
terms (with the result that, immediately following the closing of the acquisitions of the Target 
Businesses, the non-redeemed CSAC Class A Restricted Voting Shares will be converted into 
Subordinate Voting Shares); and 

o eliminate and remove from the authorized capital of CSAC once there are no more CSAC Class A 
Restricted Voting Shares issued and outstanding as a result of their redemption and/or conversion into 
Subordinate Voting Shares; and 
 

• CSAC proposes to continue (the “Continuance”) from a company under the Business Corporations Act 
(Ontario) to a company under the Business Corporations Act (British Columbia), which includes 
authorization for the directors and auditors immediately following the Continuance to be as set forth in the 
accompanying Circular as well as the authorization of a notice of articles and articles which will provide, 
all as described in the accompanying Circular, for: 

o a name change to “CSAC Cannabis Strategies Acquisition Corp.” (or such other name as may be 
selected by the board of directors of CSAC prior to the Continuance); 

o an authorized capital consisting solely of an unlimited number of  Multiple Voting Shares and 
Subordinate Voting Shares; 

o constrained share provisions; 
o advance notice provisions; 
o forum selection provisions; and 
o the ability of the board of directors of CSAC to determine the number of directors from time to 

time. 
 

Additionally, you are being asked to vote on the Equity Incentive Plan Resolution authorizing the adoption of the 
proposed equity incentive plan of CSAC. 

If the Transaction is not approved by the registered CSAC Shareholders at the Shareholders’ Meeting, the Equity 
Incentive Plan Resolution will not be proceeded with at the Shareholders’ Meeting. 
 
Does the board of directors of CSAC (the “CSAC Board”) support the Transaction and the Equity Incentive Plan 
Resolution? 

Yes. After careful consideration by the CSAC Board, the CSAC Board has unanimously concluded that the 
Transaction and the Equity Incentive Plan Resolution are in the best interests of CSAC. Moreover, the CSAC Board 
has unanimously determined that the Transaction is fair, from a financial point of view, to CSAC 
Shareholders. Accordingly, the CSAC Board has unanimously approved the Transaction and unanimously 
recommends that registered CSAC Shareholders vote FOR the Transaction Resolution and the Equity 
Incentive Plan Resolution. 
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Who is entitled to vote at the Shareholders’ Meetings and how will votes be counted? 

All registered CSAC Shareholders as of the close of business on January 17, 2019 (the “Record Date”) are entitled 
to vote on the Transaction Resolution, and should the Transaction Resolution be approved, all registered CSAC 
Shareholders as of the close of business on January 17, 2019 are entitled to vote on the Equity Incentive Plan 
Resolution.  

Odyssey Trust Company, the Corporation’s transfer agent and registrar, will count the votes. 

What if I acquired ownership of CSAC Shares and after January 17, 2019? 

Only registered CSAC Shareholders as of the close of business on the Record Date are entitled to receive notice of, 
attend, be heard and vote at the Shareholders’ Meeting.  

How can I vote my CSAC Shares? 

If you are a non-registered holder of CSAC Class A Restricted Voting Shares (meaning that your CSAC Class A 
Restricted Voting Shares are held beneficially on your behalf, or for your account, by a broker, investment dealer, 
bank, trust company or other intermediary), please carefully follow the instructions provided by such intermediary in 
order to vote. 

If you were a registered CSAC Shareholder as of the close of business on January 17, 2019, you can attend and vote 
at the Shareholders’ Meeting. If you cannot attend the Shareholders’ Meeting in person, please carefully follow the 
instructions provided in the enclosed form of proxy in order to vote. You can vote your CSAC Shares either by 
attending the Shareholders’ Meeting or voting your CSAC Shares at the Shareholders’ Meeting or, if you cannot 
attend the Shareholders’ Meeting, by having your CSAC Shares voted by proxy in accordance with the instructions 
set out on the accompanying form of proxy.   

See “General Proxy Information” for more information on voting your CSAC Shares. 

What is the quorum for the Shareholders’ Meeting? 

For all purposes contemplated by this Circular, the quorum for the transaction of business at the Shareholders’ 
Meeting shall be at least two registered or beneficial CSAC Shareholders holding or representing by proxy not less 
than 25% of the issued and outstanding CSAC Shares entitled to be voted at the Shareholders’ Meeting, irrespective 
of the number of persons actually present at the Shareholders’ Meeting. 

How many CSAC Shares are entitled to vote? 

The authorized capital of the Corporation consists of an unlimited number of (i) CSAC Class A Restricted Voting 
Shares and (ii) CSAC Class B Shares. Each holder of CSAC Shares is entitled to one vote for each CSAC Class A 
Restricted Voting Share and/or each CSAC Class B Share registered in his, her or its name at the close of business 
on the Record Date. At the close of business on the Record Date, there were 13,475,000 CSAC Class A Restricted 
Voting Shares outstanding and 3,696,485 CSAC Class B Shares outstanding.  

Am I entitled to dissent rights? 

Registered CSAC Shareholders are entitled to exercise dissent rights in respect of the Transaction Resolution by 
providing a written objection to the Transaction to the Chairman, Chief Executive Officer and Corporate Secretary 
of the Corporation, delivered to the registered offices of CSAC at 590 Madison Avenue, 26th Floor, New York, 
New York, 10022, Attention: Jonathan Sandelman, no later than 10: 00 am (Toronto time) on March 18, 2019, in the 
manner described under the heading “Dissent Rights”. 
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If a CSAC Shareholder dissents in respect of the Transaction Resolution, the dissenting CSAC Shareholder is 
entitled to be paid the “fair value” of such dissenting CSAC Shareholder’s CSAC Shares as of the close of business 
on the day before the Transaction Resolution is adopted, provided that the Transaction is completed.   

Given the presence of the redemption rights attached to the CSAC Class A Restricted Voting Shares, which 
are substantially simpler than the Dissent Rights procedurally, and given that CSAC believes that the two 
rights would ultimately provide equivalent value, it is NOT recommended that CSAC Shareholders exercise 
the Dissent Rights without careful consideration.  In addition, Given that the market price of the CSAC Class 
A Restricted Voting Shares is, at the date of the mailing of the Circular, substantially in excess of the 
expected redemption price of C$10.05 per CSAC Class A Restricted Voting Share, any exercise of either the 
redemption rights or the Dissent Rights should be very carefully considered.  

How can I redeem my CSAC Class A Restricted Voting Shares? 

Registered holders of CSAC Class A Restricted Voting Shares can elect to redeem all or a portion of their CSAC 
Class A Restricted Voting Shares, provided that they deposit (and do not validly withdraw) their CSAC Class A 
Restricted Voting Shares for redemption prior to the Redemption Deposit Deadline and, subject to applicable law, 
upon the closing of the Transaction, for an amount per CSAC Class A Restricted Voting Share, payable in cash, 
equal to the pro-rata portion, per CSAC Class A Restricted Voting Share, of (A) the escrowed funds available in the 
CSAC’s escrow account (the “Escrow Account”) at the time of the Shareholders’ Meeting, including interest and 
other amounts earned thereon;  less (B) an amount equal to the total of (i) applicable taxes payable by CSAC on 
such interest and other amounts earned in the Escrow Account, and (ii) actual and expected direct expenses related 
to the redemption, each as reasonably determined by CSAC; for greater certainty, such amount will not be reduced 
by the amount of any tax of CSAC under Part VI.1 of the Income Tax Act (Canada) or the deferred underwriting 
commission per CSAC Class A Restricted Voting Share held in the Escrow Account. The redemption price per 
CSAC Class A Restricted Voting Share is expected to be approximately C$10.05, assuming a redemption date of 
March 11, 2019. Registered holders of CSAC Class A Restricted Voting Shares may elect to redeem their CSAC 
Class A Restricted Voting Shares irrespective of whether they vote for or against, or do not vote on, the Transaction. 

A non-registered holder of CSAC Class A Restricted Voting Shares who desires to exercise its redemption rights in 
connection with the CSAC articles must do so by causing a participant (a “CDS Participant”) in the depository, 
trading, clearing and settlement systems administered by CDS Clearing and Depositary Services Inc. (“CDS”) to 
deliver to CDS (at its office in the City of Toronto) on behalf of the owner a written notice (a “Redemption 
Notice”) of the owner’s intention to redeem CSAC Class A Restricted Voting Shares in connection with the CSAC 
articles. A non-registered holder of CSAC Class A Restricted Voting Shares who desires to redeem CSAC Class A 
Restricted Voting Shares should ensure that the CDS Participant is provided with notice of his or her intention to 
exercise his or her redemption privilege sufficiently in advance of the notice date described above so as to permit the 
CDS Participant to deliver notice to CDS and so as to permit CDS to deliver notice to CSAC’s transfer agent in 
advance of the required time.  

Notwithstanding the foregoing redemption right, no registered holder of CSAC Class A Restricted Voting 
Shares, together with any affiliate of such holder or any other person with whom such holder or affiliate is 
acting jointly or in concert, is permitted to redeem more than an aggregate of 15% of the number of issued 
and outstanding CSAC Class A Restricted Voting Shares. 

 See “Redemption Rights” for more information on your redemption rights.  

Given that the market price of the CSAC Class A Restricted Voting Shares is, at the date of the mailing of the 
Circular, substantially in excess of the expected redemption price of C$10.05 per CSAC Class A Restricted 
Voting Share, any exercise of the foregoing redemption rights should be very carefully considered. 

What if amendments are made to these matters or other business is brought before the Shareholders’ Meeting? 

The accompanying form of proxy or voting instruction form confers discretionary authority on the persons named 
therein as proxies with respect to any amendments or variations to the matters identified in each of the Notice of 
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Meeting contained in this Circular, or other matters that may properly come before the Shareholders’ Meeting, and 
the named proxies in your properly executed proxy or voting instruction form will vote on such matters in 
accordance with their judgment. At the date of this Circular, management of CSAC is not aware of any such 
amendments, variations or other matters which are to be presented for action at the Shareholders’ Meeting. 

About the Transaction 

I own CSAC Class A Restricted Voting Shares. What will I receive if the Transaction is completed? 

Upon consummation of the Transaction, each unredeemed CSAC Class A Restricted Voting Share will convert into 
one Subordinate Voting Share in accordance with CSAC’s articles, as amended in connection with the Amendment. 

Why is the Corporation proposing the Transaction? 

The CSAC Board and CSAC’s management were mandated to seek out and consummate a transaction that 
constitutes CSAC’s qualifying transaction under Part X of The NEO Exchange Inc. Manual within an 18 month 
period from the closing of CSAC’s IPO. This timeline may be extended to up to 36 months from the closing of 
CSAC’s IPO with approval of only the holders of CSAC Class A Restricted Voting Shares, by ordinary resolution, 
with approval of the board of directors of CSAC, and with the consent of The NEO Exchange Inc. (the “NEO 
Exchange”), if required. Since CSAC’s IPO in December 2017, the CSAC Board and CSAC’s management 
reviewed several potential qualifying transactions and have negotiated the terms of the Transaction and related 
matters. 

What are the Target Businesses? 

LivFree Wellness, LLC. LivFree operates three dispensaries in the State of Nevada: one in Clark County, one in 
Henderson and one in Reno. In addition, LivFree is separately licensed to operate four additional facilities (two 
production facilities and two cultivation facilities). LivFree’s dispensaries opened in 2016. There will be no impact 
on the status of the LivFree licenses until the parameters, terms and structure of this transaction is approved by the 
State of Nevada and all applicable authorities. 
 
Washoe Wellness, LLC. Washoe is a vertically-integrated cultivator, producer and distributor of cannabis in 
northern Nevada, focused in Reno in Washoe County and distributing to Las Vegas. Washoe specializes in 
producing a full spectrum of premium, quality cannabis-based products, including cannabis flower, plant material, 
concentrates, edibles and topical products through efficient & compliant cultivation, extraction and manufacturing 
processes. Washoe’s products include premium cannabis flower, pre-rolls, and a full line of vape pens, disposable 
vape pens, concentrates, edibles, topicals, and tinctures, all made from quality cannabis oil, derived from over 30 
different strains of premium THC and CBD cannabis. Washoe is licensed to possess, cultivate, process, and dispense 
medical and adult-use cannabis throughout Nevada via its well-established KYND brands and through a licensing 
deal with the recognizable brand, Willies Reserve. Washoe began medical sales in the first quarter of 2016 and 
recreational sales in the third quarter of 2017. 
 
The Canopy NV, LLC. Canopy operates two dispensaries in the city of Reno, Nevada: one in downtown Reno, 
adjacent to the casino-resort corridor, and a second in the North Valleys. Both are under the MYNT brand, which 
was named Best Dispensary in Reno in 2018. The first dispensary, in downtown Reno, opened for medical sales in 
the first quarter of 2017, with adult-use recreational sales following in the third quarter of 2017. Adult-use 
recreational sales for the North Valleys location began in the third quarter of 2018. Canopy is licensed to sell both 
medical and adult-use cannabis in Nevada. 
 
Sira Naturals, Inc. Sira is a vertically-integrated producer and seller of medical cannabis and related products in 
Massachusetts. Sira was among the earliest recipients of licenses to cultivate, manufacture, transport and sell 
medical marijuana in Massachusetts, and is consistently cited as a best-in-class operator in the state. Sira has also 
secured licenses to cultivate, manufacturing and transport cannabis and cannabis products for adult-use purposes in 
Massachusetts and intends to apply for licenses to operate adult-use cannabis retail establishments. Sira’s products 
include cannabis and cannabis products, including oil, edibles, and vaporizer products. 
 



vi  

Cannapunch of Nevada LLC. Cannapunch assists licensees with the manufacture of and licenses its brands over to 
manufacturers of cannabis-infused products in Nevada. The CSAC purchase entitles CSAC to the rights to the 
Cannapunch suite of brands in all U.S. states that have legalized cannabis use other than Colorado (due to its 
residency requirements). Cannapunch’s key brands include Cannapunch (beverages), Highly Edible (gummies), 
Dutch Girl (edibles), Nordic Goddess (topical salve), and Tumbleweed (oil and other extracts). Cannapunch 
formerly manufactured and distributed its brands under a revenue sharing license agreement with Integral Associates 
dated December 31, 2017, wherein each of Cannapunch and Integral Associates were entitled to 50% of the 
EBITDA generated by sales of the product produced by facilities operated by Essence/Desert Grown Farms. 
Cannapunch has advised CSAC that it has terminated such agreement with Integral Associates, and on or prior to the 
completion of the Transaction, plans to relocate to LivFree’s premises at 3900 W. Ponderosa Way, Las Vegas, 
Nevada 89118 and continue to operate from the premises. 
 
See “The Business of the Target Businesses” in the Prospectus attached as Appendix “D” to the Circular. 
 
How do I deposit my CSAC Shares? 
 
If the Transaction is completed, CDS is expected to effect a share exchange of the non-redeemed CSAC Class A 
Restricted Voting Shares for Subordinate Voting Shares. Beneficial owners of CSAC Class A Restricted Voting 
Shares are not required to take any further action to receive the Subordinate Voting Shares which they are entitled to 
receive. See “Procedure for the Exchange of CSAC Shares and CSAC Rights”. 
 
When will the Transaction be completed? 

It is presently anticipated that the Transaction will be completed in the first quarter of 2019. 

What will I have to do as a CSAC Shareholder to receive the Subordinate Voting Shares for my CSAC Class A 
Restricted Voting Shares? 

If you are a beneficial CSAC Shareholder of CSAC Class A Restricted Voting Shares, your non-redeemed CSAC 
Class A Restricted Voting Shares and will automatically convert into Subordinate Voting Shares on a one-for-one 
basis upon the consummation of the Transaction, and you will receive such Subordinate Voting Shares through your 
account with your broker, investment dealer, bank, trust company or other intermediary that holds CSAC Shares on 
your behalf. You should contact your intermediary if you have questions about this process.  

About Approval of the Transaction  

What approvals are required for the Transaction to become effective? 

Completion of the Transaction is subject to, among other things, the receipt of (i) CSAC Shareholder approval of the 
Transaction Resolution, (ii) the approval of the NEO Exchange, and (iii) the required approvals and consents from 
applicable regulatory authorities and third parties. 

What is the required CSAC Shareholder approval level in respect of the Transaction Resolution and the Equity 
Incentive Plan Resolution? 

The Transaction Resolution will be required to be approved by: (i) a special resolution of the holders of CSAC Class 
A Restricted Voting Shares; (ii) a special resolution of the holders of CSAC Class B Shares (which has already been 
obtained); (iii) an ordinary resolution of the minority holders of CSAC Class A Restricted Voting Shares (i.e., other 
than those held by holders of CSAC Class B Shares and other persons not permitted to vote thereon under OSC Rule 
56-501); (iv) an ordinary resolution of all CSAC Shareholders, voting together as if they were a single class of 
shares; and (v) a special resolution of all CSAC Shareholders, voting together as if they were a single class. 
 
The Equity Incentive Plan Resolution will be required to be approved by an ordinary resolution of the CSAC 
Shareholders, voting together as if they were a single class of shares. 
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What happens if the CSAC Shareholders do not approve the Transaction Resolution? 

If the Corporation does not receive the required vote by the registered CSAC Shareholders in favour of the 
Transaction Resolution, the Transaction will not become effective. If the Transaction is not completed, the 
Corporation may pursue another qualifying transaction. Further, if the Transaction is not completed, the Corporation 
may be unable to seek out and consummate a transaction that constitutes the Corporation’s qualifying transaction 
under Part X of the NEO Exchange Manual within the time period required by applicable securities laws and the 
NEO Exchange. See “Risks Associated with the Transaction” in the Circular. 

About CSAC Shares 

Will the CSAC Class A Restricted Voting Shares, the CSAC Warrants and the CSAC Rights continue to be listed 
on the NEO Exchange after the Transaction? 

It is a condition of closing the Transaction that the Subordinate Voting Shares, into which the Class A Restricted 
Voting Shares will be converted in accordance with CSAC’s articles, are approved to be listed on the NEO 
Exchange. 

Assuming the Subordinate Voting Shares are listed on the NEO Exchange, CSAC Rights that have not been 
converted into Subordinate Voting Shares will continue to be listed on the NEO Exchange upon completion of the 
Transaction. 

Assuming the Subordinate Voting Shares are listed on the NEO Exchange, the CSAC Warrants will continue to be 
listed on the NEO Exchange upon completion of the Transaction. 

Tax Consequences to CSAC Shareholders 

What are the tax consequences of the Transaction to me as a CSAC Shareholder? 

This Circular contains a summary of the principal Canadian federal income tax considerations relevant to CSAC 
Shareholders. Please see the discussions under the headings “Certain Canadian Federal Income Tax 
Considerations”. This summary is of a general nature only and is not, and is not intended to be, nor should it 
be construed to be, legal or tax advice or representations to any particular CSAC Shareholder. This summary 
is not exhaustive of all income tax considerations. Accordingly, CSAC Shareholders are urged to consult their 
own legal and tax advisors with respect to the tax consequences to them having regard to their particular 
circumstances, including the application and effect of the income and other tax laws of any country, province 
or other jurisdiction that may be applicable to the CSAC Shareholder.  

Who to Call with Questions  

Who can I contact if I have questions? 

If you have any questions or require any assistance in executing your proxy or voting instruction form, please call 
Odyssey Trust Company, CSAC’s transfer agent, at (587) 885-0960 or your tax, financial, legal or other 
professional advisors. 
 

 



 

( i ) 

TABLE OF CONTENTS 

About the Shareholders’ Meeting.......................................................................................................................... i 
About the Transaction .......................................................................................................................................... v 
About Approval of the Transaction ..................................................................................................................... vi 
About CSAC Shares ........................................................................................................................................... vii 
Tax Consequences to CSAC Shareholders ........................................................................................................ vii 
Who to Call with Questions ............................................................................................................................... vii 

FORWARD-LOOKING STATEMENTS ..................................................................................................................... 2 

REPORTING CURRENCIES AND ACCOUNTING PRINCIPLES ........................................................................... 4 
GLOSSARY OF TERMS .............................................................................................................................................. 4 

SUMMARY .................................................................................................................................................................. 9 
The Definitive Agreements ................................................................................................................................ 10 
The Continuance ................................................................................................................................................ 11 
Transaction Steps ............................................................................................................................................... 12 
Equity Incentive Plan ......................................................................................................................................... 12 
Recommendation of the CSAC Board ............................................................................................................... 13 
Reasons for the Recommendation of the CSAC Board ...................................................................................... 13 

GENERAL PROXY INFORMATION ......................................................................................................................... 1 
Solicitation of Proxies .......................................................................................................................................... 1 
Appointment and Revocation of Proxies .............................................................................................................. 1 
Voting of Proxies ................................................................................................................................................. 1 
Advice to Beneficial CSAC Shareholders ............................................................................................................ 2 

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON .......................................................... 3 
Founders’ Shares .................................................................................................................................................. 3 

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS ............................................................ 3 

VOTING SHARES AND THE PRINCIPAL HOLDERS THEREOF .......................................................................... 3 
THE TRANSACTION .................................................................................................................................................. 4 

Background to the Transaction ............................................................................................................................ 5 
The Definitive Agreements .................................................................................................................................. 6 
Exchangeable Shares and Conversion Rights Agreements .................................................................................. 7 
Amendment of Articles ........................................................................................................................................ 7 
The Continuance ................................................................................................................................................ 10 
Name Change ..................................................................................................................................................... 11 
Recommendation of the CSAC Board ............................................................................................................... 15 
Reasons for the Recommendation of the CSAC Board ...................................................................................... 15 
Qualifying Transaction Fair Market Value Threshold ....................................................................................... 17 
Transaction Steps ............................................................................................................................................... 18 
CSAC Founders ................................................................................................................................................. 19 
CSAC Shareholder Approval of the Transaction ............................................................................................... 19 
Post-Transaction Structure ................................................................................................................................. 20 
Interests of Certain Persons in the Transaction .................................................................................................. 20 

PROCEDURE FOR THE EXCHANGE OF CSAC SHARES.................................................................................... 21 

REDEMPTION RIGHTS ............................................................................................................................................ 21 
RIGHT TO DISSENT ................................................................................................................................................. 23 

EQUITY INCENTIVE PLAN ..................................................................................................................................... 25 

SUMMARY PRO FORMA CONSOLIDATED FINANCIAL INFORMATION ...................................................... 25 

STOCK EXCHANGE LISTINGS .............................................................................................................................. 25 



 

( ii ) 

CANADIAN SECURITIES LAW MATTERS ........................................................................................................... 25 

UNITED STATES SECURITIES LAWS MATTERS ............................................................................................... 26 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS .............................................................. 27 
Taxation of Holders Resident in Canada ............................................................................................................ 27 
Taxation of Holders Not Resident in Canada ..................................................................................................... 30 

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS .................................................... 33 

RISKS ASSOCIATED WITH THE TRANSACTION ............................................................................................... 33 

INFORMATION CONCERNING CSAC AND THE TARGET BUSINESSES ....................................................... 35 

CONTRACTUAL RIGHTS OF RESCISSION AND DAMAGES ............................................................................ 35 
OTHER BUSINESS .................................................................................................................................................... 36 

DOCUMENTS INCORPORATED BY REFERENCE .............................................................................................. 36 

ADDITIONAL INFORMATION................................................................................................................................ 37 
 

ADDENDA 

APPENDIX “A”  TRANSACTION RESOLUTION 
SCHEDULE “A”  PROPOSED AMENDMENT OF ARTICLES 
SCHEDULE “B”  PROPOSED APPLICATION WITH B.C. NOTICE OF ARTICLES 
SCHEDULE “C”  PROPOSED B.C. ARTICLES 
APPENDIX “B”  EQUITY INCENTIVE PLAN RESOLUTION 
APPENDIX “C”  PROPOSED EQUITY INCENTIVE PLAN 
APPENDIX “D”  PROSPECTUS 
APPENDIX “E”  DIFFERENCES BETWEEN THE OBCA AND THE BCBCA 
APPENDIX “ F”  DISSENT RIGHTS UNDER THE OBCA 
 



 

1 

MANAGEMENT INFORMATION CIRCULAR 
(Containing information as at February 15, 2019, unless indicated otherwise) 

(All dollar amounts herein are in United States dollars, unless indicated otherwise) 

INTRODUCTION 

This management information circular (the “Circular”) is furnished in connection with the solicitation of 
proxies by the management of Cannabis Strategies Acquisition Corp. (“CSAC”, “Corporation” or “our”) for 
use at: (i) the special meeting of the holders (collectively, the “CSAC Shareholders”) of (A) Class A restricted 
voting shares of the Corporation (“CSAC Class A Restricted Voting Shares”) and (B) Class B shares (“CSAC 
Class B Shares”, and together with CSAC Class A Restricted Voting Shares, the “CSAC Shares”) (and any 
adjournment(s) or postponement(s) thereof) scheduled to be held on  March 18, 2019 (the “Shareholders’ 
Meeting”) at the time and place and for the purposes set forth in the accompanying Notice of Meeting of 
Shareholders. No person has been authorized to give any information or make any representation in 
connection with the Transaction (as defined herein) nor any other matters to be considered at the 
Shareholders’ Meeting other than those contained in this Circular and, if given or made, any such 
information or representation must not be relied upon as having been authorized. 

All summaries of, and references to, the Transaction in this Circular are qualified in their entirety by reference to the 
complete text of each Definitive Agreements (as defined herein). You are urged to carefully read the full text of 
each of the Definitive Agreements. All capitalized terms used in this Circular but not otherwise defined herein 
have the meanings set forth under the heading “Glossary of Terms”. 

The information concerning each of the Target Businesses (as defined herein) contained in this Circular, including 
the appendices, has been provided by each applicable Target Business for inclusion in this Circular. Although the 
Corporation has no knowledge that any statements contained herein taken from or based on such documents, records 
or information provided by any of the Target Businesses are untrue or incomplete, the Corporation assumes no 
responsibility for the accuracy of the information contained in such documents, records or information or for any 
failure by any of the Target Businesses to disclose events which may have occurred or may affect the significance or 
accuracy of any such information but which are unknown to the Corporation, except as expressly herein provided. 

This Circular does not constitute an offer to sell, or a solicitation of an offer to purchase, the securities to be issued 
under or in connection with the Transaction, or the solicitation of a proxy, in any jurisdiction, to or from any person 
to whom it is unlawful to make such offer, solicitation of an offer or proxy solicitation in such jurisdiction. Neither 
the delivery of this Circular nor any distribution of the securities to be issued under or in connection with the 
Transaction will, under any circumstances, create any implication or be treated as a representation that there has 
been no change in the information set forth herein since the date of this Circular. 

As a result of the Transaction, CSAC will derive a substantial portion of its revenues from the cannabis 
industry in certain states of the United States, which industry is illegal under United States federal law. 
CSAC will be directly involved (through its licensed subsidiaries) in the cannabis industry in the United 
States where local state laws permit such activities. Currently, its proposed subsidiaries and managed 
entities are directly engaged in the manufacture, possession, use, sale or distribution of cannabis and/or hold 
licenses in the adult-use and medicinal cannabis marketplace in the States of Nevada and Massachusetts. See 
“Risk Factors – Risks Relating to the Legality of Cannabis” below in the Prospectus attached as Appendix “D” 
to the Circular for additional information on this risk. 

 
THE SECURITIES ISSUABLE PURSUANT TO THE DEFINITIVE AGREEMENTS HAVE NOT BEEN 
APPROVED OR DISAPPROVED BY ANY CANADIAN SECURITIES REGULATORY AUTHORITY, 
THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES 
REGULATORY AUTHORITY, NOR HAS ANY CANADIAN SECURITIES REGULATORY 
AUTHORITY, THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION OR ANY 
STATE SECURITIES REGULATORY AUTHORITY PASSED UPON THE ACCURACY OR 
ADEQUACY OF THIS CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL 
OFFENCE. 
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FORWARD-LOOKING STATEMENTS 

Certain statements in this Circular, including the appendices hereto, are forward-looking statements within the 
meaning of applicable securities laws, including, but not limited to, those statements relating to the proposed 
Transaction, the timing of the closing of the proposed Transaction, the listing of the Subordinate Voting Shares on 
The NEO Exchange Inc. (the “NEO Exchange”), information concerning the Target Businesses and the parties and 
their financial capacity and availability of capital and other statements that are not historical facts. These statements 
are based upon certain material factors, assumptions and analyses that were applied in drawing a conclusion or 
making a forecast or projection, including experience of the Corporation and each of the Target Businesses, as 
applicable, and perception of historical trends, current conditions and expected future developments, as well as other 
factors that are believed to be reasonable in the circumstances. Forward-looking statements are provided for the 
purpose of presenting information about management’s current expectations and plans relating to the future and 
readers are cautioned that such statements may not be appropriate for other purposes. These statements may include, 
without limitation, statements regarding the operations, business, financial condition, expected financial results, 
performance, prospects, opportunities, priorities, targets, goals, ongoing objectives, strategies and outlook of the 
Corporation and the Target Businesses following the Transaction. Forward-looking statements include statements 
that are predictive in nature, depend upon or refer to future events or conditions, or include words such as “pro 
forma”, “expects”, “anticipates”, “plans”, “believes”, “estimates”, “intends”, “targets”, “projects”, “forecasts”, 
“seeks”, “likely” or negative versions thereof and other similar expressions, or future or conditional verbs such as 
“may”, “will”, “should”, “would” and “could”.  

By its nature, forward-looking statements are subject to inherent risks and uncertainties that may be general or 
specific and which give rise to the possibility that expectations, forecasts, predictions, projections or conclusions 
will not prove to be accurate, that assumptions may not be correct and that objectives, strategic goals and priorities 
will not be achieved. A variety of material factors, many of which are beyond the parties’ control, could affect 
operations, business, financial condition, performance and results of the parties that may be expressed or implied by 
such forward-looking statements and could cause actual results to differ materially from current expectations of 
estimated or anticipated events or results. These factors include, but are not limited to the following: 

• anticipated approval of each of Transaction Resolution and the Equity Incentive Plan Resolution by the 
CSAC Shareholders; 

• completion and timing of the Transaction; 
• receipt and timing of required approvals and consents from applicable regulatory authorities and third 

parties to complete the Transaction; 
• satisfaction or waiver of closing conditions in accordance with each of the Definitive Agreements; 
• expectation that no change or other circumstance will occur that could cause the termination of or a 

material change to any of the Definitive Agreements; 
• receipt and timing of new licenses and license transfers; 
• no unforeseen changes in legislative and operating frameworks for the business of the Target Businesses; 
• general economic, industry and market segment conditions; 
• changes in applicable environmental, taxation and other laws and regulations, as well as how such laws and 

regulations are interpreted and enforced; 
• stock market volatility; 
• ability to obtain and maintain current and additional financings; 
• the execution of strategic growth plans; 
• the ability of the Target Businesses to continue to develop and grow; and 
• management’s success in anticipating and managing the foregoing factors, as well as the risks described 

under the heading “Risk Factors” in this Circular and in the Prospectus attached as Appendix “D” to the 
Circular. 

In making these statements, the parties have made assumptions with respect to expected cash provided by continuing 
operations, future capital expenditures, including the amount and nature thereof, trends and developments in the 
telecommunications industry, business strategy and outlook, expansion and growth of business and operations, 
accounting policies, credit risks, anticipated acquisitions, opportunities available to or pursued by the parties, and 
other matters.  
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The reader is cautioned that the foregoing list of factors is not exhaustive of the factors that may affect forward-
looking statements. The reader is also cautioned to consider these and other factors, uncertainties and potential 
events carefully and not to put undue reliance on forward-looking statements. Although the forward-looking 
statements contained in this Circular are based upon what management of the Corporation and each of the Target 
Businesses currently believes to be reasonable assumptions, actual results, performance or achievements could differ 
materially from those expressed in, or implied by, these forward-looking statements and, accordingly, no assurance 
can be given that any of the events anticipated by the forward-looking statements will transpire or occur, or if any of 
them do so, what benefits will be derived therefrom. These forward-looking statements are made as of the date of 
this Circular and, other than as specifically required by law, neither the Corporation nor any of the Target 
Businesses assumes any obligation to update or revise any forward-looking statement to reflect events or 
circumstances after the date on which such statement is made, or to reflect the occurrence of unanticipated events, 
whether as a result of new information, future events or results, or otherwise. 
 
The Target Businesses report certain non-IFRS measures that are used to evaluate the performance of such 
businesses and the performance of their respective segments, as well as to manage their capital structures. As non-
IFRS measures generally do not have a standardized meaning, they may not be comparable to similar measures 
presented by other issuers. Securities regulators require such measures to be clearly defined and reconciled with 
their most directly comparable IFRS measure. See “The Business of CSAC – Definition and Reconciliation of Non-
IFRS Measures” in the Prospectus attached as Appendix “D” of the Circular for a definition and reconciliation of 
certain of the foregoing non-IFRS measures to their most directly comparable measures calculated in accordance 
with IFRS.   
 
CSAC and each of the Target Businesses, as applicable, believe that such non-IFRS financial measures and 
operating metrics provide meaningful supplemental information regarding the applicable Target Businesses 
performance and may be useful to investors because they allow for greater transparency with respect to key metrics 
used by management in its financial and operational decision making. These financial measures and operating 
metrics are intended to provide investors with supplemental measures of the applicable Target Businesses operating 
performance and thus highlight trends in the applicable Target Businesses core business that may not otherwise be 
apparent when solely relying on the IFRS measures. 
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REPORTING CURRENCIES AND ACCOUNTING PRINCIPLES 

The historical and pro forma consolidated financial statements of, and the summaries of historical financial 
information contained in the Prospectus attached as Appendix “D” to this Circular are reported in U.S. dollars and 
have been prepared in accordance with IFRS. 

GLOSSARY OF TERMS 

Unless the context otherwise requires or where otherwise provided, the following words and terms will have the 
meanings set forth below when read in this Circular, including the following summary. These terms are not always 
used herein and may not conform to the defined terms used in schedules and appendices to this Circular. 

“3(a)(9) Transactions” has the meaning ascribed to it under the heading “United States Securities Laws Matters”; 

“Amended Articles” has the meaning ascribed to it under the heading “The Transaction – Amendment of Articles”; 

“Amendment” has the meaning ascribed to it under the heading “The Transaction – Amendment of Articles”; 

“B.C. Articles” has the meaning ascribed to it under the heading “The Transaction – The Continuance”; 

“BCBCA” means the Business Corporations Act (British Columbia), as it may be amended from time to time; 

“Cannapunch” means Cannapunch of Nevada LLC, a limited liability company governed under the laws of the 
State of Nevada; 

“Canopy” means The Canopy NV, LLC, a limited liability company governed under the laws of the State of 
Nevada; 

“CBD” has the meaning ascribed to it under the heading “Cannabis Market Overview – Use of Cannabis” in the 
Prospectus attached as Appendix “D” to this Circular; 

“CDS” means CDS Clearing and Depository Services Inc.; 

“CDS Participant” has the meaning ascribed to it under the heading “Redemption Rights”; 

“Circular” has the meaning ascribed to it under the heading “Introduction”; 

“Coattail Agreement” has the meaning ascribed to it under the heading “The Transaction – Amendment of Articles 
– Multiple Voting Share / Subordinate Voting Share Structure”; 

“Code” means the United States Internal Revenue Code of 1986, as amended; 

“Compliance Provisions” has the meaning ascribed to it under the heading “The Transaction – The Continuance – 
Compliance Provisions”; 

“Continuance” has the meaning ascribed to it under the heading “The Transaction – The Continuance”; 

“Conversion Right” has the meaning ascribed to it under the heading “The Transaction”; 

“Corporation” has the meaning ascribed to it under the heading “Introduction”; 

“CSAC” means Cannabis Strategies Acquisition Corp., and after giving effect to the Transaction and the 
transactions contemplated thereby, means the resulting issuer of the Transaction, which is intended to be renamed 
“CSAC Cannabis Strategies Acquisition Corp.” (or such other name as may be selected by the board of directors of 
CSAC prior to the Continuance) and continued into British Columbia and shall include, when appropriate, its 
subsidiaries from time to time; 
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“CSAC AcquisitionCo” means CSAC Acquisition Inc., a wholly-owned subsidiary of CSAC, incorporated under 
the laws of Nevada; 

“CSAC Board” means the board of directors of CSAC; 

“CSAC Class A Restricted Voting Shares” means the Class A restricted voting shares in the capital of CSAC, and 
each a “CSAC Class A Restricted Voting Share”; 

“CSAC Class A Restricted Voting Units” means the Class A restricted voting units offered to the public under 
CSAC’s initial public offering at an offering price of C$10.00 per CSAC Class A Restricted Voting Unit, each 
comprised of one CSAC Class A Restricted Voting Share, one CSAC Warrant and one CSAC Right, which CSAC 
Class A Restricted Voting Units split on the close of business on January 30, 2018 and which underlying securities 
commenced separate trading on the NEO Exchange following the close of business on January 30, 2018, and each, a 
“CSAC Class A Restricted Voting Unit”; 

“CSAC Class B Shares” means the Class B shares in the capital of CSAC (and for greater certainty, includes the 
CSAC Founders’ Shares), and each, a “CSAC Class B Share”; 

“CSAC Class B Units” means the Class B units of CSAC, each comprised of one CSAC Class B Share, one CSAC 
Warrant and one CSAC Right, which CSAC Class B Units split on the close of business on January 30, 2018, and 
each, a “CSAC Class B Unit”; 

“CSAC Founders” means, collectively, Mercer, Kamaldeep Thindal and Charles Miles (or persons or companies 
controlled by them), as the collective holders of the CSAC Founders’ Shares (as defined herein); 

“CSAC Founders’ Shares” means the Class B shares in the capital of CSAC issued to the CSAC Founders (other 
than as part of the former CSAC Class B Units), and each, a “CSAC Founders’ Share”; 

“CSAC Founders’ Warrants” means the CSAC Warrants issued to Mercer, and each, a “CSAC Founders’ 
Warrant”; 

“CSAC Rights” means, collectively, (A) the 13,475,000 rights underlying the CSAC Class A Restricted Voting 
Units and (B) the 262,188 rights underlying the former CSAC Class B Units issued to the CSAC Founders, to 
receive upon exercise, for no additional consideration, one-tenth (1/10) of one Subordinate Voting Share following 
the closing of the Transaction, and each, a “CSAC Right”; 

“CSAC Shareholders” means the registered or beneficial holders of the CSAC Class A Restricted Voting Shares 
and the CSAC Class B Shares, as the context requires; 

“CSAC Shares” means, collectively, the CSAC Class A Restricted Voting Shares and the CSAC Class B Shares; 

“CSAC Warrants” means, collectively, (A) the 13,475,000 share purchase warrants underlying the CSAC Class A 
Restricted Voting Units, (B) the 2,621,870 CSAC Founders’ Warrants and (C) the 262,188 share purchase warrants 
underlying the former CSAC Class B Units, each of which having been issued under the Warrant Agreement and in 
respect of which, 65 days following the completion of the Transaction, will each entitle the holder thereof to  

“Definitive Agreements” means the definitive purchase agreements between CSAC and the Target Businesses 
and/or their equity holders relating to the Transaction, as they may each be amended, supplemented or otherwise 
modified at or prior to closing, and each, a “Definitive Agreement”; 

“Demand for Payment” has the meaning ascribed to it under the heading “Right to Dissent”; 

“Dissent Notice” has the meaning ascribed to it under the heading “Right to Dissent”; 

“Dissent Rights” has the meaning ascribed to it under the heading “Right to Dissent”; 

“Dissenting Shares” has the meaning ascribed to it under the heading “Right to Dissent”; 
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“Dissenting Shareholder” has the meaning ascribed to it under the heading “Right to Dissent”; 

“Effective Date” means the closing date of the Transaction; 

“Effective Time” means 9:01 a.m. (Toronto time) on the Effective Date, or such other time as CSAC and the Target 
Businesses agree to in writing before the Effective Date; 

“Equity Incentive Plan” means the new equity incentive plan to be approved by CSAC Shareholders at the 
Shareholders’ Meeting and adopted by the CSAC Board, substantially in the form of Appendix “C” to this Circular; 

“Equity Incentive Plan Resolution” means the special resolution of the CSAC Shareholders approving the Equity 
Incentive Plan, as presented at the Shareholders’ Meeting, in the form of Appendix “B” to this Circular; 

“Escrow Account” means CSAC’s escrow account; 

“Conversion Rights Agreements” has the meaning ascribed to it under the heading “The Transaction – 
Exchangeable Shares and Conversion Rights Agreements – Exchangeable Share Procedures”; 

“Exchangeable Shares” means the shares of Class B common stock of CSAC AcquisitionCo, which, pursuant to 
the Conversion Rights Agreements, are exchangeable on a one-for-one basis into Subordinate Voting Shares; 

“Extraordinary Dividends” means any dividend paid by CSAC, together with all other dividends payable by 
CSAC in the same calendar year, that has an aggregate absolute dollar value which is greater than C$0.25 per share, 
with the adjustment to the applicable price, if applicable, being a reduction equal to the amount of the excess; 

“forward-looking statements” has the meaning ascribed to it under the heading “Forward-Looking Statements”;  

“HMC” has the meaning ascribed to it under the heading “The Transaction – Reasons for Recommendation of the 
CSAC Board”; 

“Holder” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 
Considerations”; 

“IFRS” means the International Financial Reporting Standards, as issued by the International Accounting Standards 
Board; 

“LivFree” means LivFree Wellness, LLC, a limited liability company governed under the laws of the State of 
Nevada; 

“Mercer” means Mercer Park CB, L.P., a limited partnership formed under the laws of the State of Delaware, and 
CSAC’s sponsor; 

“Multiple Voting Shares” has the meaning ascribed to it under the heading “The Transaction”;  

“NEO Exchange” means The NEO Exchange Inc.; 

“OBCA” means the Business Corporations Act (Ontario), as it may be amended from time to time; 

“Offer to Pay” has the meaning ascribed to it under the heading “Right to Dissent”; 

“OSC” means the Ontario Securities Commission; 

“Owning or Controlling” has the meaning ascribed to it under the heading “The Transaction – The Continuance – 
Compliance Provisions”; 

“CSAC Shareholders” means a CSAC Shareholder other than a Redeeming CSAC Shareholder; 

“NI 41-101” means National Instrument 41-101 – General Prospectus Requirements; 
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“NI 58-101” means National Instrument 58-101 – Disclosure of Corporate Governance Practices; 

“Non-Resident Holder” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 
Considerations”; 

“OSC Rule 56-501” means Ontario Securities Commission Rule 56-501 – Restricted Shares; 

“PRM Group Companies” has the meaning ascribed to it under the heading “The Transaction – The Continuance – 
Resulting Issuer Board – Additional Proposed Members of the Resulting Issuer Board”; 

“Prospectus” means CSAC’s non-offering prospectus dated February 15, 2019 attached as Appendix “D” to this 
Circular; 

“Record Date” has the meaning ascribed to it under the heading “Voting Shares and the Principal Holders 
Thereof”; 

“Redemption Deposit Date” means the date that is five business days after the Redemption Deposit Deadline; 

“Redemption Deposit Deadline” means the date and time fixed by CSAC on which holders of CSAC Class A 
Restricted Voting Shares must deposit their CSAC Class A Restricted Voting Shares (conditional on closing of the 
Transaction occurring) for redemption by CSAC in accordance with CSAC’s articles;   

“Redemption Notice” has the meaning ascribed to it under the heading “Redemption Rights”; 

“Relevant Securities” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 
Considerations”; 

“Resident Holder” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 
Considerations”; 

“Resulting Issuer Board” means the board of directors of CSAC immediately following the closing of the 
Transaction; 

“SBS” has the meaning described to it under the heading “Additional Proposed Members of the Resulting Issuer 
Board”; 

“Shareholders’ Meeting” means the special meeting of CSAC Shareholders to be held on March 18, 2019 to vote 
on the Transaction and related matters; 

“signatories” has the meaning ascribed to it under the heading “Contractual Rights Of Rescission And Damages”; 

“Sira” means Sira Naturals, Inc., a corporation governed under the laws of the State of Massachusetts; 

“State” means a state of the United States, as the context requires; 

“Subordinate Voting Shares” has the meaning ascribed to it under the heading “The Transaction – Amendment of 
Articles”; 

“Support Agreement” means the support agreement to be entered into among CSAC, CSAC AcquisitionCo and the 
holders of the Exchangeable Shares in connection with the Transaction; 

“Target Businesses” means, collectively, LivFree, Washoe, Canopy, Sira and Cannapunch, and each, a “Target 
Business”; 

“Target Promissory Notes” means, the promissory notes to be issued to each of LivFree, Washoe, Canopy, Sira 
and Cannapunch, respectively, as an element of the consideration in respect of the Transaction, as more fully 
described under the heading “Corporate Structure – Definitive Agreements” in the Prospectus attached as Appendix 
“D” to this Circular; 
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“Tax Act” means the Income Tax Act (Canada), as amended from time to time, including the regulations thereunder; 

“taxable capital gain” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 
Considerations – Taxation of Capital Gains and Capital Losses”; 

“Tax Proposals” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 
Considerations”; 

“Transaction” has the meaning ascribed to it in the Notice of Meeting attached to the Circular; 

“Transaction Resolution” means the special resolution of the CSAC Shareholders approving the Transaction as 
presented at the Shareholders’ Meeting, in the form of Appendix “A” to this Circular; 

“Transfer Agent” means Odyssey Trust Company, CSAC’s transfer agent and registrar; 

“Transfer Restrictions Agreement and Undertaking” has the meaning ascribed to it under the heading 
“Founders”; 

“U.S. Person” has the meaning ascribed to it under Regulation S under the U.S. Securities Act; 

“U.S. Securities Act” means the United States Securities Act of 1933, as it may be amended from time to time; 

“United States” or “U.S.” means the United States of America, its territories and possessions, any State of the 
United States and the District of Columbia; 

“Unsuitable Person” has the meaning ascribed to it under the heading “The Transaction – The Continuance – 
Compliance Provisions”; 

“Warrant Agreement” means the warrant agency agreement between CSAC and Odyssey Trust Company, as 
warrant agent, dated December 21, 2017, as it may be amended from time to time; and 

“Washoe” means Washoe Wellness, LLC, a limited liability company governed under the laws of the State of 
Nevada. 
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SUMMARY 

The following is a summary of certain information contained in this Circular. This summary is not intended to be 
complete and is qualified in its entirety by the more detailed information and financial statements, including the 
notes thereto contained elsewhere in this Circular and the attached Appendices all of which are important and should 
be reviewed carefully. Capitalized terms used in this summary without definition have the meanings ascribed to 
them in the Glossary of Terms appearing elsewhere in this Circular. All dollar amounts refer to U.S. dollars unless 
indicated otherwise.   

The Shareholders’ Meeting 

At the Shareholders’ Meeting, CSAC Shareholders will be asked to consider, and if deemed advisable, approve the 
Transaction Resolution (the full text of which is set out in Appendix “A” to this Circular), and the Equity Incentive 
Plan Resolution (the full text of which is set out in Appendix “B” to this Circular). 

The Transaction Resolution will be required to be approved by: (i) a special resolution of the holders of CSAC Class 
A Restricted Voting Shares; (ii) a special resolution of the holders of CSAC Class B Shares (which has already been 
obtained); (iii) an ordinary resolution of the minority holders of CSAC Class A Restricted Voting Shares (i.e., other 
than those held by holders of CSAC Class B Shares and other persons not permitted to vote thereon under OSC Rule 
56-501); (iv) an ordinary resolution of all CSAC Shareholders, voting together as if they were a single class of 
shares; and (v) a special resolution of all CSAC Shareholders, voting together as if they were a single class. 
 
The Equity Incentive Plan Resolution will be required to be approved by an ordinary resolution of the holders of (i) 
the CSAC Class A Restricted Voting Shares, and (ii) the CSAC Class B Shares, voting together as if they were a 
single class of shares. 
 
See “The Transaction – CSAC Shareholder Approval of the Transaction and the Equity Incentive Plan”. 

Date, Time and Place 

The Shareholders’ Meeting is scheduled to be held at the offices of Stikeman Elliott LLP, 199 Bay Street, 
Commerce Court West, 53rd Floor, Toronto, Ontario, Canada M5L 1B9, on March 18, 2019 at 10:00 am (Toronto 
time). 

Only CSAC Shareholders of record at 5:00 pm (Toronto time) on January 17, 2019 will be entitled to receive notice 
of and vote at the Shareholders’ Meeting, or any adjournment(s) or postponement(s) thereof. 

Information Concerning CSAC and the Target Businesses 

Please refer to the sections entitled “Corporate Structure – Cannabis Strategies Acquisition Corp.”, “Narrative 
Description of the Business of CSAC” and “The Business of the Target Businesses” of the Prospectus attached as 
Appendix “D” to this Circular for information concerning CSAC and the Target Businesses. 

The Transaction 

CSAC proposes to, among other things, acquire LivFree, Washoe, Canopy, Sira and Cannapunch pursuant to the 
terms of the respective definitive purchase agreements in respect thereof (as they may be amended as at or prior to 
the closing of the Transaction), which includes authorizing the issuance of up to 7,614,706 CSAC Class B Shares (to 
become Subordinate Voting Shares upon the effectiveness of the Continuance upon the exchange of the 
Exchangeable Shares of CSAC’s subsidiaries. 

The Transaction Resolution will be in the form set forth in Appendix “A” of this Circular. 

See “The Transaction”. 
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Background to the Transaction 

The Transaction is the result of arm’s length negotiations conducted among CSAC and each of the equity holders of 
the Target Businesses and their respective representatives and advisors. Mark Smith is Managing Member and Chief 
Executive Officer of Cannapunch, holding a 50% equity ownership percentage therein, and is a director of CSAC. 
Accordingly, his involvement constitutes a related party transaction. In connection therewith, (i) the CSAC Board 
determined that the fair market value of Cannapunch is less than 25% of CSAC’s market capitalization, and (ii) 
Mark Smith abstained from voting in respect of the approval of the acquisition of Cannapunch in connection with 
the Transaction. The Cannapunch transaction was also supported by Mercer, which is a control person and which is 
not an interested party. 

The following is a summary of the process undertaken including material events, negotiations, discussions and 
actions leading up to the execution and public announcement of the Transaction. 

The Transaction was the result of an extensive search for a potential qualifying transaction utilizing the network and 
investing and operating experience of CSAC’s management team, the CSAC Board and external advisors. 

Subsequent to the completion of CSAC’s IPO on December 21, 2017, and through to the signing of the each of the 
Definitive Agreements, CSAC considered potential target companies with the objective of consummating a 
qualifying transaction, both as the result of inbound and outbound expressions of interest. 

During that period, CSAC considered and conducted analysis of over 50 potential acquisition candidates in the 
cannabis industry. CSAC did not enter into a definitive agreement with any potential target businesses, other 
than the Target Businesses. From the completion of CSAC’s IPO up to the execution of each of the Definitive 
Agreements on October 17, 2018, the CSAC Board met on five occasions to discuss, among other things, potential 
qualifying transactions, including the Transaction. 

CSAC was first introduced to each of LivFree, Washoe and Canopy in May 2018, to Sira in June 2018 and to 
Cannapunch in January 2018. CSAC conducted diligence on each of the Target Businesses, including their business 
plans and attempted to ascertain fundamental value with respect to each Target Business. 
 
CSAC has had the opportunity to complete due diligence of each of the Target Businesses, each of the Target 
Businesses’ management teams, and each company’s underlying assets. 
 
CSAC subsequently signed a letter of intent and entered into exclusivity with each of LivFree, Washoe, Canopy, 
Sira and Cannapunch on June 26, 2018, June 14, 2018, June 14, 2018, June 29, 2018, respectively, to conduct due 
diligence and to negotiate documentation.  
 
On October 17, 2018, CSAC held a special telephonic board meeting to approve the Transaction. 

On or about October 17, 2018, CSAC signed the Definitive Agreements with each respective Target Business and 
announced the Transaction.1 

The Definitive Agreements 

On October 17, 2018, CSAC and its wholly-owned subsidiary, CSAC AcquisitionCo, entered into the following 
Definitive Agreements to acquire the Target Businesses: 

• An equity purchase agreement dated as of October 17, 2018, among the members of LivFree, Steve 
Menzies as sellers’ representative, LivFree, CSAC AcquisitionCo and CSAC; 

• An equity purchase agreement dated as of October 17, 2018, among the members of Washoe, Mark E. 
Pitchford as sellers’ representative, Washoe, CSAC AcquisitionCo and CSAC; 
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• An asset purchase agreement dated as of October 17, 2018, among Canopy, Lemon Aide, LLC, Kynd-
Strainz, LLC, CSAC AcquisitionCo and CSAC; 

• An equity exchange agreement dated as of October 17, 2018, among Green Partners Investor LLC and 
Green Partners Sponsor I, LLC as the shareholders of Sira, Louis F. Karger as sellers’ representative, Sira, 
CSAC AcquisitionCo and CSAC; and 

• An equity purchase agreement dated as of October 17, 2018, among Mark Smith and Daniel Griffin as the 
members of Cannapunch, Cannapunch, Mark Smith as sellers’ representative, CSAC AcquisitionCo and 
CSAC. 

Pursuant to each of the Definitive Agreements, it was agreed that the parties thereto would carry out the Transaction 
simultaneously. 

See “The Transaction – The Definitive Agreements”. 

Amendment of Articles 

Pursuant to the Transaction Resolution, CSAC proposes to amend its articles in order to: 

• authorize and set the terms of the Multiple Voting Shares; 
• create a one-time right to elect to convert the then-outstanding CSAC Class B Shares into the 

Multiple Voting Shares (which would occur simultaneously with the closing of the acquisitions of 
the Target Businesses, immediately following the redemption of the CSAC Class A Restricted 
Voting Shares and immediately prior to the conversion of the non-redeemed CSAC Class A 
Restricted Voting Shares); 

• effective simultaneously with the closing of the acquisitions of the Target Businesses, change the 
designation of the CSAC Class B Shares into Subordinate Voting Shares and add applicable coat-
tail terms (with the result that, immediately following the closing of the acquisitions of the Target 
Businesses, the non-redeemed CSAC Class A Restricted Voting Shares will be converted into 
Subordinate Voting Shares); and 

• eliminate and remove the CSAC Class A Restricted Voting Shares from the authorized capital of 
CSAC once there are no more CSAC Class A Restricted Voting Shares issued and outstanding as 
a result of their redemption and/or conversion into Subordinate Voting Shares. 

See “The Transaction – Amendment of Articles – Multiple Voting Share / Subordinate Voting Share Structure”. 

The Continuance 

Pursuant to the Transaction Resolution, CSAC proposes to continue from a company under the OBCA to a company 
under the BCBCA, which includes authorization for the directors and auditors immediately following the 
Continuance to be as set forth below, as well as the authorization of a notice of articles and articles which will 
provide for: 

• a name change to “CSAC Cannabis Strategies Acquisition Corp.” (or such other name as may be selected 
by the board of directors of CSAC prior to the Continuance); 

• an authorized capital consisting solely of an unlimited number of  Multiple Voting Shares and Subordinate 
Voting Shares; 

• constrained share provisions; 
• advance notice provisions; 
• forum selection provisions; and 
• the ability of the board of directors of CSAC to determine the number of directors from time to time. 

 
The Transaction Resolution will, upon closing of the Transaction, (i) result in the holders of all Multiple Voting 
Shares of the Ontario company holding similar Multiple Voting Shares (on a one-for-one basis) of the British 
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Columbia company and in the holders of all Subordinate Voting Shares of the Ontario company holding similar 
Subordinate Voting Shares (on a one-for-one basis) of the British Columbia company, and (ii) will also provide that 
the initial auditors of the British Columbia company will be MNP LLP and that the directors are authorized to fix 
the remuneration thereof. See “The Transaction – The Continuance”. 

Advance Notice By-Law 

In connection with the Continuance, the B.C. Articles will include advance notice provisions. The purpose of the 
advance notice provisions is to provide the registered CSAC Shareholders, the CSAC Board and the management of 
the Corporation with a clear framework for nominating directors. The advance notice provisions fix a deadline by 
which registered CSAC Shareholders must submit director nominations to the Corporation prior to any annual or 
special meeting of shareholders, and sets forth the information to be provided and other procedures to be followed, 
in respect of such nomination.  

Transaction Steps 

At the Effective Time, among other things: 

(a) any CSAC Class A Restricted Voting Shares held by a registered CSAC Shareholder who duly 
exercised his, her or its redemption rights in accordance with the articles of CSAC shall be 
redeemed by CSAC effective immediately prior to the Effective Time, and, upon receipt by each 
such CSAC Shareholder of the redemption amount for their CSAC Class A Restricted Voting 
Shares in accordance with the constating documents of CSAC, each such redeeming CSAC 
Shareholder shall cease to have any rights as a registered CSAC Shareholder, and such CSAC 
Class A Restricted Voting Shares shall be cancelled and cease to be outstanding; 

(b) CSAC’s articles will be amended pursuant to the Amendment, resulting in 

(i) the creation of the Conversion Right in favour of the holders of CSAC Class B Shares 
existing immediately prior to the Amendment, allowing each CSAC Class B Share held 
legally and/or beneficially by a CSAC Shareholder outstanding immediately prior to the 
Amendment to be converted into one Multiple Voting Share; 

(ii) the conversion of each CSAC Class A Restricted Voting Share held legally and/or 
beneficially by a non-redeeming CSAC Shareholder and each non-converted CSAC Class 
B Share held legally and/or beneficially by a CSAC Shareholder outstanding immediately 
prior to the Amendment into one Subordinate Voting Share (subject to the exercise of the 
Dissent Rights); 

(c) CSAC will, if it is approved by the registered CSAC Shareholders, adopt the Equity Incentive 
Plan; 

(d) the acquisitions of LivFree, Washoe, Canopy, Sira and Cannapunch are expected to occur; and 

(e) CSAC will continue from the OBCA to the BCBCA and change its name from “Cannabis 
Strategies Acquisition Corp.” to “CSAC Cannabis Strategies Acquisition Corp.” (or such other 
name as may be selected by the board of directors of CSAC prior to the Continuance). 

See “The Transaction – Transaction Steps”. 

Equity Incentive Plan 

Conditional upon the approval of the Transaction Resolution, registered CSAC Shareholders will be asked to 
consider and, if thought advisable, pass an ordinary resolution authorizing the adoption by CSAC of the Equity 
Incentive Plan, substantially in the form set forth in Appendix “C” of this Circular, authorizing the grant of rights to 
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acquire up to 5,100,000 Subordinate Voting Shares thereunder. The Equity Incentive Plan Resolution will be in the 
form set forth in Appendix “B” of this Circular. 

Recommendation of the CSAC Board 

The CSAC Board has unanimously determined that the Transaction (including the Amendment and the 
Continuance) is in the best interests of the Corporation and has unanimously determined that the Transaction 
(including the Amendment and the Continuance) is fair, from a financial point of view, to CSAC 
Shareholders. Accordingly, the CSAC Board has unanimously approved the Transaction and unanimously 
recommends that the CSAC Shareholders vote FOR the Transaction Resolution. 

The CSAC Board has approved the Equity Incentive Plan and recommends that the CSAC Shareholders 
vote FOR the Equity Incentive Plan Resolution. 

Reasons for the Recommendation of the CSAC Board 

The CSAC Board carefully evaluated the terms of the proposed Transaction and unanimously: (i) determined that 
the Transaction (including the Amendment and the Continuance) is in the best interests of the Corporation; 
(ii) determined that the Transaction (including the Amendment and the Continuance) is fair, from a financial point 
of view, to CSAC Shareholders; (iii) approved the Transaction (including the Amendment and the Continuance) and 
the entering into of the Definitive Agreements; and (iv) resolved to recommend that the registered CSAC 
Shareholders vote in favour of the Transaction Resolution. 

In reaching these determinations and approvals, the CSAC Board considered, among other things, the following 
factors and potential benefits and risks of the Transaction: 

• Strong, competitive position within an attractive industry. 

• Strong, experienced, and well-aligned management team. Upon completion of the Transaction, CSAC 
will have a strong management team and board of directors comprised of individuals who have significant 
experience in the cannabis industry, and who intend to implement a clear strategy going forward. 

• Strong current EBITDA generation, with potential for growth by virtue of the Transaction and positive 
industry momentum. Each of the Target Businesses’ operating assets has significant momentum and cash 
flow potential.  Combining the Target Businesses’ operations is expected to create additional opportunities 
for growth.   

• Attractive return on investment relative to risk profile. The Target Businesses represent an early 
opportunity to invest in a high growth business at an attractive valuation. 

Refer to “Forward-Looking Statements” in this Circular and “Caution Regarding Forward Looking 
Statements” in the Prospectus attached to the Circular as Appendix “F”. 

• Strong public market support. CSAC has received a significant amount of positive public support with 
respect to our acquisition of the Target Businesses. The CSAC Class A Restricted Voting Shares, the 
CSAC Warrants and the CSAC Rights have traded positively since announcement, increasing from 
C$11.49, C$2.75 and C$1.00, respectively, on October 17, 2018 the last trading day before the 
announcement of the Transaction, to a range of C$11.96 to C$19.99, C$2.49 to C$6.90 and C$1.16 to 
C$1.88, respectively, since the announcement. 

• Opportunities for platform growth through acquisitions. As evidenced by the proposed acquisitions of the 
Target Businesses, CSAC believes that there is opportunity for further consolidation within the U.S. 
cannabis industry. 
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• Benefit from being a public company in Canada. The Target Businesses are expected to collectively 
benefit from CSAC’s Canadian listing on the Exchange for a number of reasons, including access to 
Canadian and international capital. 

In making its recommendation to the registered CSAC Shareholders, the CSAC Board also considered a number of 
elements of the Transaction that provide protection to CSAC Shareholders, including the following: 

• Shareholder Approval. The Transaction Resolution will be required to be approved by: (i) a special 
resolution of the holders of CSAC Class A Restricted Voting Shares; (ii) a special resolution of the holders 
of CSAC Class B Shares (which has already been obtained); (iii) an ordinary resolution of the minority 
holders of CSAC Class A Restricted Voting Shares (i.e., other than those held by holders of CSAC Class B 
Shares and other persons not permitted to vote thereon under OSC Rule 56-501); (iv) an ordinary resolution 
of all CSAC Shareholders, voting together as if they were a single class of shares; and (v) a special 
resolution of all CSAC Shareholders, voting together as if they were a single class. As noted above, the 
Transaction Resolution will be used to approve a “restricted security reorganization” pursuant to NI 41-101 
and OSC Rule 56-501, which requires that a restricted security reorganization receive prior majority 
approval of the holders of CSAC Class A Restricted Voting Shares in accordance with applicable law, 
excluding any votes attaching to CSAC Class A Restricted Voting Shares held, directly or indirectly, by 
affiliates of CSAC or control persons of CSAC or holders of CSAC Class A Restricted Voting Shares that 
are also holders of CSAC Class B Shares. Mercer, CSAC’s sponsor and a CSAC Founder, is an affiliate or 
control person of CSAC, and therefore any CSAC Class A Restricted Voting Shares held by Mercer will be 
excluded from voting in the class vote of the CSAC Class A Restricted Voting Shares in respect of the 
Transaction Resolution under NI 41-101 and OSC Rule 56-501. Any CSAC Class A Restricted Voting 
Shares of Kamaldeep Thindal and Charles Miles, the other CSAC Founders, will also be excluded from 
voting in the class vote of the CSAC Class A Restricted Voting Shares on the Transaction Resolution. The 
Transaction Resolution will be in the form set forth in Appendix “A” of this Circular. 

 
• Redemption Rights. Registered holders of CSAC Class A Restricted Voting Shares can elect to redeem all 

or a portion of their CSAC Class A Restricted Voting Shares, provided that they deposit (and do not validly 
withdraw) their CSAC Class A Restricted Voting Shares for redemption prior to the Redemption Deposit 
Deadline (as defined in the Circular) and, subject to applicable law, upon the closing of the Transaction, for 
an amount per CSAC Class A Restricted Voting Share, payable in cash, equal to the pro-rata portion, per 
CSAC Class A Restricted Voting Share, of (A) the escrowed funds available in the Escrow Account at the 
time of the meeting, including interest and other amounts earned thereon;  less (B) an amount equal to the 
total of (i) applicable taxes payable by CSAC on such interest and other amounts earned in the Escrow 
Account, and (ii) actual and expected direct expenses related to the redemption, each as reasonably 
determined by CSAC; for greater certainty, such amount will not be reduced by the amount of any tax of 
CSAC under Part VI.1 of the Tax Act or the deferred underwriting commission per CSAC Class A 
Restricted Voting Share held in the Escrow Account. The redemption price per CSAC Class A Restricted 
Voting Share is expected to be approximately C$10.05, assuming a redemption date of March 11, 2019. 
Registered holders of CSAC Class A Restricted Voting Shares may elect to redeem their CSAC Class A 
Restricted Voting Shares irrespective of whether they vote for or against, or do not vote on, the 
Transaction.  

In the course of their deliberations, the CSAC Board also identified and considered a variety of risks, including: 

• Risks of the Businesses being Acquired. The risks faced by each of the Target Businesses and, upon 
completion of the Transaction, to be faced by CSAC with respect to their respective affairs, business and 
operations and future prospects. 

• Risks if Transaction is Not Completed. The risks to the Corporation if the Transaction is not completed, 
including the costs to the Corporation in pursuing the Transaction and the inability to pursue other 
opportunities as a result. 
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• Each of the Definitive Agreements may be Terminated in Certain Circumstances. The Corporation and each 
of the sellers of the Target Businesses have the right to terminate their applicable Definitive Agreement in 
certain circumstances. There is no certainty, nor can the Corporation provide any assurance, that the any of 
the Definitive Agreements will not be terminated by either the Corporation or any of the Target Businesses 
before the completion of the Transaction. Accordingly, there is no certainty, nor can the Corporation 
provide any assurance, that the Corporation will complete the acquisition of each of LivFree, Washoe, 
Canopy, Sira and LivFree pursuant to the Transaction. 

• The City of Henderson, Nevada, Currently Prohibits Public Company Ownership of Cannabis Businesses. 
CSAC may not be able to acquire LivFree’s City of Henderson operations or any interest therein. Pursuant 
to HMC 4.116.030(B) and 4.118.030(B) (“HMC”), certain persons are declared unqualified to hold a 
marijuana establishment license in the City of Henderson, including any publicly-traded company.  The 
prohibition against issuance of a marijuana establishment business license is not limited to the direct 
licensee but extends to owners of such licensees including parent-companies. Under the HMC as currently 
written, a publicly-traded company would be denied issuance of a marijuana establishment business license 
in the City of Henderson.  As a result of the failure of a proposed licensee to obtain a local jurisdiction 
business license, the State enforcement agency (the Nevada Department of Taxation) may revoke the State-
issued operating certificate / license of the marijuana establishment. Accordingly, unless the restrictions 
under the HMC are changed, CSAC will not be able to acquire LivFree’s City of Henderson operations or 
any interest therein.  See “Corporate Structure – Definitive Agreements – Representations and Warranties 
– LivFree Agreement” and “Risk Factors – The City of Henderson, Nevada prohibits public company 
ownership of cannabis businesses” in the Prospectus attached as Appendix “D” to this Circular. 

• No Certainty that All Conditions Precedent to the Transaction will be Satisfied. The completion of the 
Transaction is subject to a number of conditions precedent, certain of which are outside the control of the 
Corporation, including approval of the Transaction Resolution. There can be no certainty, nor can the 
Corporation provide any assurance, that these conditions will be satisfied or, if satisfied, when they will be 
satisfied. If the Transaction is not completed, the market price of the currently trading CSAC Class A 
Restricted Voting Shares, CSAC Warrants and CSAC Rights may decline. If the Transaction is not 
completed and the CSAC Board decides to seek another transaction, there can be no assurance that it will 
be able to find another attractive qualifying transaction. 

Redemption Rights 

Registered holders of CSAC Class A Restricted Voting Shares have a redemption right. 

Registered holders of CSAC Class A Restricted Voting Shares can elect to redeem all or a portion of their 
Class A Restricted Voting Shares, provided that they deposit (and do not validly withdraw) their CSAC Class 
A Restricted Voting Shares for redemption prior to the Redemption Deposit Deadline and, subject to 
applicable law, upon the closing of the Transaction, for an amount per CSAC Class A Restricted Voting 
Share, payable in cash, equal to the pro-rata portion, per CSAC Class A Restricted Voting Share, of (A) the 
escrowed funds available in the Escrow Account at the time of the Shareholders’ Meeting, including interest 
and other amounts earned thereon;  less (B) an amount equal to the total of (i) applicable taxes payable by 
CSAC on such interest and other amounts earned in the Escrow Account, and (ii) actual and expected direct 
expenses related to the redemption, each as reasonably determined by CSAC; for greater certainty, such 
amount will not be reduced by the amount of any tax of CSAC under Part VI.1 of the Tax Act or the deferred 
underwriting commission per CSAC Class A Restricted Voting Share held in the Escrow Account. The 
redemption price per CSAC Class A Restricted Voting Share is expected to be approximately C$10.05, 
assuming a redemption date of March 11, 2019. Registered holders of CSAC Class A Restricted Voting 
Shares may elect to redeem their CSAC Class A Restricted Voting Shares irrespective of whether they vote 
for or against, or do not vote on, the Transaction. Participants through CDS may have earlier deadlines for 
accepting deposits of CSAC Class A Restricted Voting Shares pursuant to the redemption right. If a CDS 
participant’s deadline is not met by a holder of CSAC Class A Restricted Voting Shares, such holder’s CSAC 
Class A Restricted Voting Shares may not be eligible for redemption. 
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Following the redemption, each of the remaining CSAC Class A Restricted Voting Shares will be automatically 
converted immediately following closing of the Transaction into one Subordinate Voting Share, and the residual 
Escrow Account balance would be available to the Corporation to pay tax liabilities on amounts earned on the 
escrowed funds, to pay the underwriters their deferred underwriting commissions in connection with the 
Corporation’s IPO, and to otherwise use at its discretion. 

Notwithstanding the foregoing redemption right, no registered holder of CSAC Class A Restricted Voting 
Shares, together with any affiliate of such holder or any other person with whom such holder or affiliate is 
acting jointly or in concert, is permitted to redeem more than an aggregate of 15% of the number of issued 
and outstanding CSAC Class A Restricted Voting Shares. 

A non-registered holder of CSAC Class A Restricted Voting Shares who desires to exercise its redemption rights in 
connection with the CSAC articles must do so by causing a CDS Participant in the depository, trading, clearing and 
settlement systems administered by CDS to deliver to CDS (at its office in the City of Toronto) on behalf of the 
owner a Redemption Notice of the owner’s intention to redeem CSAC Class A Restricted Voting Shares in 
connection with the CSAC articles. A non-registered holder of CSAC Class A Restricted Voting Shares who desires 
to redeem CSAC Class A Restricted Voting Shares should ensure that the CDS Participant is provided with notice of 
his or her intention to exercise his or her redemption privilege sufficiently in advance of the notice date described 
above so as to permit the CDS Participant to deliver notice to CDS and so as to permit CDS to deliver notice to the 
Corporation’s transfer agent in advance of the required time. The form of Redemption Notice will be available from 
a CDS Participant or the Corporation’s transfer agent. 

By causing a CDS Participant to deliver to CDS a notice of the owner’s intention to redeem CSAC Class A 
Restricted Voting Shares, an owner shall be deemed to have irrevocably surrendered his, her or its CSAC Class A 
Restricted Voting Shares for redemption (conditional on closing occurring) and appointed such CDS Participant to 
act as his, her or its exclusive settlement agent with respect to the exercise of the redemption right and the receipt of 
payment in connection with the settlement of obligations arising from such exercise. 

Any Redemption Notice delivered by a CDS Participant regarding an owner’s intent to redeem which CDS 
determines to be incomplete, not in proper form or not duly executed shall for all purposes be void and of no effect 
and the redemption right to which it relates shall be considered for all purposes not to have been exercised. A failure 
by a CDS Participant to exercise redemption rights or to give effect to the settlement thereof in accordance with the 
owner’s instructions will not give rise to any obligations or liability on the part of the Corporation to the CDS 
Participant or to the owner.  

Given that the market price of the currently trading CSAC Class A Restricted Voting Shares is, at the date of 
the mailing of the Circular, substantially in excess of the expected redemption price of C$10.05 per CSAC 
Class A Restricted Voting Share, any exercise of the foregoing redemption rights should be very carefully 
considered.  

If the deadline for depositing CSAC Class A Restricted Voting Shares held through an intermediary is not met by a 
holder of CSAC Class A Restricted Voting Shares, such holder’s CSAC Class A Restricted Voting Shares may not 
be eligible for redemption. 

Dissent Rights 

Registered CSAC Shareholders have been provided with the right to dissent in respect of the Transaction Resolution 
in the manner provided in section 185 of the OBCA referred to as “Dissent Rights”. However, given the presence 
of the redemption rights attached to the CSAC Class A Restricted Voting Shares, which are substantially 
simpler than the Dissent Rights procedurally, it is NOT recommended that CSAC Shareholders exercise the 
Dissent Rights in connection with the Transaction Resolution without very careful consideration. In addition, 
Given that the market price of the currently trading CSAC Class A Restricted Voting Shares is, at the date of 
the mailing of the Circular, substantially in excess of the expected redemption price of C$10.05 per CSAC 
Class A Restricted Voting Share, any exercise of either the redemption rights attached to the CSAC Class A 
Restricted Voting Shares or the Dissent Rights should be very carefully considered.  
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See “Right to Dissent”. 

Procedure for the Exchange of CSAC Shares 

If the Transaction is completed, CDS is expected to affect a share exchange of the non-redeemed Class A Restricted 
Voting Shares for the Subordinate Voting Shares. Beneficial owners of Class A Restricted Voting Shares are not 
required to take any further action to receive the Subordinate Voting Shares which they are entitled to receive.  

The return of the certificate or certificates representing CSAC Shares, as applicable, and all additional documents as 
the Corporation may reasonably require, will enable each registered holder of CSAC Shares to obtain the Multiple 
Voting Shares or Subordinate Voting Shares into which such CSAC Shares convert. 

Founders’ Shares 

Since the CSAC Founders will lose their investment in the Corporation if a qualifying transaction is not completed, 
a conflict of interest may arise in determining whether a proposed qualifying transaction, such as the Transaction, is 
appropriate. The CSAC Founders will not be entitled to redeem their Founders’ Shares in connection with a 
qualifying transaction or be entitled to access to the Escrow Account in respect thereof upon the Corporation’s 
winding-up. In addition, following completion of a qualifying transaction, the Founders’ Shares may not be sold or 
transferred until the earliest of: (i) one year following the Effective Time, and (ii) the date on which the closing 
share price of the Subordinate Voting Shares equals or exceeds $12.00 per share (as adjusted for share splits, share 
capitalizations, reorganizations, Extraordinary Dividends, reorganizations and recapitalizations and the like) for any 
20 trading days within a 30-trading day period at any time following the Effective Time. The personal and financial 
interests of the CSAC Founders may influence the identifying and selecting of the qualifying transaction, the voting 
on the qualifying transaction and the operation of the business following the qualifying transaction. 

In the aggregate, the CSAC Founders hold 3,696,486 CSAC Class B Shares which represents approximately 21.5% 
of the issued and outstanding CSAC Shares as of the date hereof. As the CSAC Founders control a significant 
proportion of the issued and outstanding CSAC Shares, the CSAC Founders may influence the direction of vote to 
be held at the Shareholders’ Meeting. The CSAC Founders intend to convert their CSAC Class B Shares into 
Multiple Voting Shares upon closing of the Transaction in connection with the Amendment. 

See “Interests of Certain Persons in Matters to be Acted Upon”. 

Summary Pro Forma Consolidated Financial Information 

Unaudited pro forma financial statements of CSAC, after giving effect to the Transaction, as of and for the nine 
months and the year ended September 30, 2018, together with the notes thereto are contained in the Prospectus 
attached to this Circular as Appendix “D”. 

Stock Exchange Listings 

The Corporation is a reporting issuer in each of the provinces and territories of Canada, other than Quebec, and the 
Class A Restricted Voting Shares, CSAC Warrants and CSAC Rights currently trade on the NEO Exchange under 
symbols “CSA.A”, “CSA.WT” and “CSA.RT”, respectively. It is a condition of closing of the Transaction that the 
Subordinate Voting Shares be listed and posted for trading on the NEO Exchange. 

The NEO Exchange has conditionally approved the listing of the Subordinate Voting Shares, the Warrants and the 
Rights, under the symbols “CSA.A”, “CSA.WT” and “CSA.RT”, respectively. 

Canadian Securities Laws Matters 

The distribution of the Subordinate Voting Shares pursuant to CSAC’s articles, as amended in connection with the 
transaction contemplated herein, will constitute a distribution of securities which is exempt from the prospectus 
requirements of Canadian securities legislation and is exempt from or otherwise is not subject to the registration 
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requirements under applicable securities laws. The Subordinate Voting Shares received by holders of non-redeemed 
CSAC Shareholders pursuant to the Amended Articles, in connection with the completion of the Transaction will 
not be legended and may be resold through registered dealers in each of the provinces and territories of Canada 
provided that: (i) the trade is not a “control distribution” as defined in National Instrument 45-102 – Resale of 
Securities of the Canadian Securities Administrators, (ii) no unusual effort is made to prepare the market or to create 
a demand for the Subordinate Voting Shares, (iii) no extraordinary commission or consideration is paid to a person 
in respect of such sale, and (iv) if the selling CSAC Shareholder is an insider or officer of CSAC, the selling CSAC 
Shareholder has no reasonable grounds to believe that CSAC is in default of applicable Canadian securities laws. 

United States Securities Laws Matters 

The issuance of Multiple Voting Shares and Subordinate Voting Shares pursuant to the Transaction in the United 
States (collectively, the “3(a)(9) Transactions”), have not been and will not be registered under the U.S. Securities 
Act or any state securities laws, and such 3(a)(9) Transactions will be effected in reliance upon the exemption from 
the registration requirements of the U.S. Securities Act set forth in Section 3(a)(9) thereof.  Section 3(a)(9) of the 
U.S. Securities Act provides for an exemption from the registration requirements of the U.S. Securities Act for any 
security exchanged by the issuer with its existing security holders exclusively where no commission or other 
remuneration is paid or given directly or indirectly for soliciting such exchange.     

The securities to be issued in the 3(a)(9) Transactions have not been and will not be registered under the U.S. 
Securities Act or any State securities laws. Accordingly, such securities may not be offered or sold within the United 
States or to, or for the account or benefit of, a U.S. Person, except in transactions exempt from the registration 
requirements of the U.S. Securities Act and applicable state securities laws. Securities that are issued in the United 
States or to, or for the account or benefit of, a U.S. Person will be restricted securities within the meaning of Rule 
144(a)(3) of the U.S. Securities Act and will contain a restriction or legend to the effect that such securities have not 
been registered under the U.S. Securities Act and may only be offered, sold or otherwise transferred pursuant to 
certain exemptions from the registration requirements of the U.S. Securities Act.    

CSAC Shareholders should be aware that the Transaction described in this Circular may have tax consequences in 
both the United States and Canada. CSAC Shareholders who are resident in, or citizens of, the United States are 
advised to consult their own tax advisors to determine the particular United States tax consequences to them of the 
Transaction in light of their particular situation, as well as any tax consequences that may arise under the laws of any 
other relevant foreign, state, local, or other taxing jurisdiction.   

The enforcement by investors of civil liabilities under the United States federal and State securities laws may be 
affected adversely by the fact that CSAC is incorporated or organized under the laws of a jurisdiction other than the 
United States, that some of its officers and directors are and will be residents of countries other than the United 
States, that some or all of the experts named in this Circular may be residents of countries other than the United 
States. As a result, it may be difficult or impossible for CSAC Shareholders resident in the United States to effect 
service of process within the United States upon CSAC, some of its officers or directors or the experts named herein, 
or to realize against them, upon judgments of courts of the United States predicated upon civil liabilities under the 
federal securities laws of the United States or “blue sky” laws of any state within the United States. In addition, 
CSAC Shareholders resident in the United States should not assume that the courts of Canada: (a) would enforce 
judgments of United States courts obtained in actions against such persons predicated upon civil liabilities under the 
federal securities laws of the United States or “blue sky” laws of any state within the United States; or (b) would 
enforce, in original actions, liabilities against such persons predicated upon civil liabilities under the federal 
securities laws of the United States or “blue sky” laws of any state within the United States. 

THE TRANSACTION AND THE SECURITIES TO BE ISSUED IN CONNECTION THEREWITH HAVE 
NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND 
EXCHANGE COMMISSION OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF 
THE UNITED STATES, NOR HAS THE UNITED STATES SECURITIES AND EXCHANGE 
COMMISSION OR ANY SUCH STATE SECURITIES REGULATORY AUTHORITY PASSED UPON 
THE FAIRNESS OR MERITS OF THE TRANSACTION OR UPON THE ACCURACY OR ADEQUACY 
OF THIS CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.  
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Certain Canadian Income Tax Considerations 

This Circular contains a summary of the principal Canadian federal income tax considerations applicable to certain 
CSAC Shareholders in respect of the proposed Transaction. See “Certain Canadian Federal Income Tax 
Considerations”. 

Certain United States Federal Income Tax Considerations 

CSAC Shareholders should be aware that the Transaction described in this Circular may have tax consequences in 
both the United States and Canada. CSAC Shareholders who are resident in, or citizens of, the United States are 
advised to consult their own tax advisors to determine the particular United States tax consequences to them of the 
Transaction in light of their particular situation, as well as any tax consequences that may arise under the laws of any 
other relevant foreign, state, local, or other taxing jurisdiction. 

Risk Factors 

CSAC Shareholders should carefully consider the risk factors relating to the Transaction. Some of these risks 
include, but are not limited to: (i) the Definitive Agreements may be terminated in certain circumstances; (ii) the 
City of Henderson, Nevada, currently prohibits public company ownership of cannabis businesses and unless the by-
laws are changed, CSAC will not be able to acquire LivFree’s Henderson operations or any interest therein; (iii) 
there can be no certainty that all conditions precedent to the Transaction will be satisfied in a timely manner or at all, 
and failure to complete the Transaction could adversely affect the business of the Corporation; (iv) if the Transaction 
is not completed and the CSAC Board decides to seek another merger, there can be no assurance that it will be able 
to find another attractive qualifying transaction; (v) the dual-class structure contained in the Amended Articles 
would have the effect of concentrating voting control and the ability to influence corporate matters with the CSAC 
Founders; (v) CSAC will incur costs even if the Transaction is not completed; (vi) the unaudited pro forma financial 
information included in the Prospectus attached as Appendix “D” to this Circular may not be indicative of what the 
actual financial position or results of operations would have been; (vii) certain persons may have interests in the 
Transaction that are different from those of the CSAC Shareholders; (viii) it is anticipated that the Corporation will 
be treated as a U.S. domestic corporation for U.S. federal income tax purposes and will be liable for both U.S. and 
Canadian income tax; and (ix) risks relating to the Target Businesses and CSAC. See “Risks Associated with the 
Transaction”. 
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GENERAL PROXY INFORMATION 

Solicitation of Proxies  

A form of proxy is a document that authorizes someone to attend the Shareholders’ Meeting and cast your vote(s) 
for you. If you are a registered CSAC Shareholder, the Corporation has included a form of proxy with this Circular. 
It should be used to appoint a proxyholder.   

This Circular is furnished in connection with the solicitation of proxies by management of the Corporation 
for use at the Shareholders’ Meeting and at any adjournment(s) or postponement(s) of the Shareholders’ 
Meeting. While it is expected that the solicitation will be primarily by mail, proxies may be solicited personally or 
by telephone by the regular employees of the Corporation at nominal cost. All costs of solicitation by management 
are expected to be borne by the Corporation.   

The contents and the sending of this Circular have been approved by the CSAC Board. 

No person is authorized to give any information or to make any representations other than these contained in this 
Circular and if given or made, such information or representations must not be relied upon as having been 
authorized to be given or made. 

The Corporation will not be using the notice-and-access mechanism under National Instrument 54-101- 
Communication with Beneficial Owners of Securities of a Reporting Issuer for distribution of the Notice of Meeting 
of Shareholders and the Circular to registered CSAC Shareholders.  

Appointment and Revocation of Proxies 

The individuals named in the accompanying form of proxy are Jonathan Sandelman, Chief Executive Officer and 
Corporate Secretary of the Corporation and Chairman of the CSAC Board, and Jennifer Drake, Chief Operating 
Officer of the Corporation. 

A CSAC Shareholder wishing to appoint some other person (who need not be a CSAC Shareholder) to 
represent him or her at the Shareholders’ Meeting has the right to do so by inserting the desired person’s 
name in the blank space provided in the form of proxy or by completing another form of proxy. 

A proxy will not be valid unless the completed form of proxy is received by Odyssey Trust Company, 50 – 300 
5th Avenue SW, Calgary, Alberta  T2P 3C4, Attention: Proxy Department not less than 48 hours (excluding 
Saturdays, Sundays and holidays) before the time for holding the Shareholders’ Meeting or any 
adjournment(s) or postponement(s) thereof. Proxies delivered after that time will not be accepted. The 
deadline for deposit of proxies may be waived or extended by the chair of the Shareholders’ Meeting at his 
discretion, without notice. 

A CSAC Shareholder who has given a proxy may revoke it by delivering an instrument in writing executed by the 
CSAC Shareholder or by his attorney authorized in writing or, where the CSAC Shareholder is a corporation, by a 
duly authorized officer or attorney of the corporation, and delivered to the office of 50– 300 5th Avenue SW, 
Calgary, Alberta  T2P 3C4, Attention: Proxy Department at any time up to and including the last business day 
preceding the day of the Shareholders’ Meeting, or if adjourned or postponed, any reconvening thereof, or to the 
chairman of the Shareholders’ Meeting, on the day of the Shareholders’ Meeting or, if adjourned or postponed, any 
reconvening thereof or in any other manner provided by law. A revocation of a proxy does not affect any matter on 
which a vote has been taken prior to the revocation.   

Voting of Proxies 

A CSAC Shareholder may indicate on the form of proxy how the CSAC Shareholder wishes the proxyholder to vote 
his, her or its CSAC Shares. To do this you may simply mark the appropriate boxes on the form of proxy. If you do 
this, your proxyholder must vote your CSAC Shares in accordance with the instructions you have given. 
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IF YOU DO NOT GIVE ANY INSTRUCTIONS AS TO HOW TO VOTE ON A PARTICULAR ISSUE TO 
BE DECIDED AT THE SHAREHOLDERS’ MEETING, YOUR PROXYHOLDER CAN VOTE YOUR 
CSAC SHARES AS HE OR SHE THINKS FIT. IF YOU HAVE APPOINTED THE PERSONS 
DESIGNATED IN THE FORM OF PROXY AS YOUR PROXYHOLDER THEY WILL, UNLESS YOU 
GIVE CONTRARY INSTRUCTIONS, VOTE YOUR CSAC SHARES AT THE SHAREHOLDERS’ 
MEETING FOR THE TRANSACTION RESOLUTION AND FOR THE EQUITY INCENTIVE PLAN 
RESOLUTION. 

All voting at the Shareholders’ Meeting will be voted on by a show of hands, unless a ballot is required or 
demanded. In the case of a vote by a show of hands, each CSAC Shareholder present in person or by proxy is 
entitled to one vote. If a ballot is taken, each CSAC Shareholder present in person or by proxy is entitled to the 
number of votes that are attached to the CSAC Shares which such person is entitled to vote at the Shareholders’ 
Meeting. 

CSAC SHARES WILL BE VOTED IN FAVOUR OF EACH MATTER FOR WHICH NO CHOICE IS 
SPECIFIED OR FOR WHICH BOTH CHOICES HAVE BEEN SPECIFIED BY THE CSAC 
SHAREHOLDER. 

The enclosed form of proxy when properly completed and delivered and not revoked confers discretionary authority 
upon the person appointed proxyholder thereunder to vote with respect to amendments or variations of matters 
identified in the applicable Notice of Meeting, and with respect to other matters which may properly come before 
the Shareholders’ Meeting. In the event that amendments or variations to matters identified in the Notice of Meeting 
are properly brought before the Shareholders’ Meeting or any further or other business is properly brought before 
the Shareholders’ Meeting, it is the intention of the persons designated in the enclosed form of proxy to vote in 
accordance with their best judgment on such matters or business. At the time of the printing of this Circular, the 
management of the Corporation knows of no such amendment, variation or other matter which may be presented to 
the Shareholders’ Meeting. 

Advice to Beneficial CSAC Shareholders 

Only registered CSAC Shareholders or duly appointed proxyholders are permitted to vote at the 
Shareholders Meeting. Beneficial CSAC Shareholders who do not hold their CSAC Shares in their own name 
are advised that only proxies from CSAC Shareholders of record can be recognized and voted at the 
Shareholders’ Meeting. Beneficial CSAC Shareholders who complete and return an instrument of proxy must 
indicate thereon the person (usually a brokerage house) who holds their CSAC Shares as a registered CSAC 
Shareholder. Every intermediary (broker) has its own mailing procedure, and provides its own return instructions, 
which should be carefully followed. The instrument of proxy supplied to beneficial CSAC Shareholders is identical 
to that provided to registered CSAC Shareholders. However, its purpose is limited to instructing the registered 
CSAC Shareholder how to vote on behalf of the beneficial CSAC Shareholder.   

If CSAC Shares are listed in an account statement provided to a CSAC Shareholder by a broker, then in almost all 
cases those CSAC Shares will not be registered in such CSAC Shareholder’s name on the records of the 
Corporation. Such CSAC Shares will more likely be registered under the name of the CSAC Shareholder’s broker or 
an agent of that broker. In Canada, the vast majority of such CSAC Shares are registered under the name of CDS & 
Co. (the registration name for CDS, which company acts as nominee for many Canadian brokerage firms). CSAC 
Shares held by brokers or their nominees can only be voted (for or against resolutions) upon the instructions of the 
beneficial CSAC Shareholder. Without specific instructions, brokers/nominees are prohibited from voting shares for 
their clients. The directors and officers of the Corporation do not know for whose benefit the CSAC Shares 
registered in the name of CDS & Co. are held.  

In accordance with National Instrument 54-101 – Communication with Beneficial Owners of Securities of a 
Reporting Issuer of the Canadian Securities Administrators, the Corporation has distributed copies of the Notice of 
Meeting, this Circular and the form of proxy to the clearing agencies and intermediaries for onward distribution to 
non-registered CSAC Shareholders. Applicable regulatory policy requires intermediaries/brokers to seek voting 
instructions from beneficial CSAC Shareholders in advance of meetings unless the beneficial holders have waived 
the right to receive meeting materials. Every intermediary/broker has its own mailing procedures and provides its 
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own return instructions, which should be carefully followed by beneficial CSAC Shareholders in order to ensure that 
their CSAC Shares are voted at the Shareholders’ Meeting. Often the form of proxy supplied to a beneficial CSAC 
Shareholder by its broker is identical to the form of proxy provided by the Corporation to the registered CSAC 
Shareholders. However, its purpose is limited to instructing the registered CSAC Shareholder how to vote on behalf 
of the beneficial CSAC Shareholder. 

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON 

Except as disclosed in this Circular, no person who has been a director or officer of the Corporation at any time 
since the beginning of the Corporation’s most recently completed fiscal year ended September 30, 2018, no person, 
who to the knowledge of the directors or officers of the Corporation, beneficially owns or exercises control or 
direction over CSAC Shares carrying more than 10% of the votes attached to the CSAC Shares, and no associate or 
affiliate of any of such persons has any material interest, direct or indirect, by way of beneficial ownership of 
securities or otherwise, in any matter to be acted upon at the Shareholders’ Meeting. 

Founders’ Shares 

Since the CSAC Founders will lose their investment in the Corporation if a qualifying transaction is not completed, 
a conflict of interest may arise in determining whether a proposed qualifying transaction, such as the Transaction, is 
appropriate. The CSAC Founders will not be entitled to redeem their Founders’ Shares in connection with a 
qualifying transaction or be entitled to access to the Escrow Account in respect thereof upon the Corporation’s 
winding-up. In addition, following completion of a qualifying transaction, the Founders’ Shares may not be sold or 
transferred until the earliest of: (i) one year following the Effective Time, and (ii) the date on which the closing 
share price of the Subordinate Voting Shares equals or exceeds $12.00 per share (as adjusted for share splits, share 
capitalizations, reorganizations, Extraordinary Dividends, reorganizations and recapitalizations and the like) for any 
20 trading days within a 30-trading day period at any time following the Effective Time. The personal and financial 
interests of the CSAC Founders may influence the identifying and selecting of the qualifying transaction, the voting 
on the qualifying transaction and the operation of the business following the qualifying transaction. 

In the aggregate, the CSAC Founders hold 3,696,486 CSAC Class B Shares which represents approximately 21.5% 
of the issued and outstanding CSAC Shares as of the date hereof. As the CSAC Founders control a significant 
proportion of the issued and outstanding CSAC Shares, the CSAC Founders may influence the direction of vote to 
be held at the Shareholders’ Meeting. The CSAC Founders intend to convert their CSAC Class B Shares into 
Multiple Voting Shares upon closing of the Transaction in connection with the Amendment. 

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS 

Other than as disclosed in this Circular, no informed person of CSAC, nor any associate or affiliate of any informed 
person, has had any material interest, direct or indirect, in any transaction since CSAC’s incorporation on July 31, 
2017, or any proposed transaction which has materially affected or would materially affect CSAC. An “informed 
person” means (i) any of CSAC’s directors or executive officers, (ii) any director or executive officer of a person or 
company that is itself an informed person or a subsidiary of CSAC, or (iii) any person or company who beneficially 
owns, or controls or directs, directly or indirectly, voting securities of CSAC or a combination of both carrying more 
than 10% of the voting rights attached to all of CSAC’s outstanding voting securities.  

VOTING SHARES AND THE PRINCIPAL HOLDERS THEREOF 

The authorized capital of the Corporation consists of an unlimited number of (i) CSAC Class A Restricted Voting 
Shares, and (ii) CSAC Class B Shares, all without par or nominal value. Each holder of CSAC Shares is entitled to 
one vote for each CSAC Class A Restricted Voting Share and/or each CSAC Class B Share registered in his or her 
name at the close of business on January 17, 2019 (the “Record Date”), the date fixed by the CSAC Board as the 
record date for determining who is entitled to receive notice of and to vote at the Shareholders’ Meeting. At the 
close of business on the Record Date, there were 13,475,000 CSAC Class A Restricted Voting Shares outstanding 
(representing an approximately 78.5% voting interest prior to closing) and 3,696,485 Class B Shares outstanding 
(representing an approximately 21.5% voting interest prior to closing). Following closing of the Transaction, the 
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holders of the Multiple Voting Shares (including the holders of the CSAC Class A Restricted Voting Shares prior to 
closing of the Transaction) will hold approximately 87.27% of the voting power of the outstanding voting shares of 
CSAC and would therefore have significant influence over the management and affairs of CSAC and over all 
matters requiring shareholder approval, including the election of directors and significant corporate transactions. 

Only CSAC Shareholders of record at the close of business on the Record Date who either personally attend the 
Shareholders’ Meeting or who have completed and delivered a form of proxy in the manner and subject to the 
provisions described above shall be entitled to vote or to have their CSAC Shares voted at the Shareholders’ 
Meeting. 

On a show of hands, every CSAC Shareholder present in person or by proxy will have one vote, and on a ballot, 
every CSAC Shareholder present in person or represented by a proxy and every person who is a representative of 
one or more corporate CSAC Shareholders will have one vote for each CSAC Class A Restricted Voting Share 
and/or each CSAC Class B Share registered in his or her name on the list of CSAC Shareholders which in respect of 
the CSAC Shares is available for inspection during normal business hours at 350 – 300 5th Avenue SW, Calgary, 
Alberta  T2P 3C4 and at the Shareholders’ Meeting.  

At the Shareholders’ Meeting, CSAC Shareholders will be asked to consider, and if deemed advisable, approve the 
Transaction Resolution and the Equity Incentive Plan Resolution. 

The Transaction Resolution will be required to be approved by: (i) a special resolution of the holders of CSAC Class 
A Restricted Voting Shares; (ii) a special resolution of the holders of CSAC Class B Shares (which has already been 
obtained); (iii) an ordinary resolution of the minority holders of CSAC Class A Restricted Voting Shares (i.e., other 
than those held by holders of CSAC Class B Shares and other persons not permitted to vote thereon under OSC Rule 
56-501); (iv) an ordinary resolution of all CSAC Shareholders, voting together as if they were a single class of 
shares; and (v) a special resolution of all CSAC Shareholders, voting together as if they were a single class. 
 
The Equity Incentive Plan Resolution will be required to be approved by an ordinary resolution of the holders of (i) 
the CSAC Class A Restricted Voting Shares, and (ii) the CSAC Class B Shares, voting together as if they were a 
single class of shares. 

Other than as disclosed in the table below, to the knowledge of the directors and executive officers of the 
Corporation, there are no persons or companies that beneficially own, control or direct, directly or indirectly, voting 
securities of the Corporation carrying 10% or more of the voting rights attached to any outstanding class of CSAC 
Shares:  

Name of Shareholder Number and Type of 
CSAC Shares 

Percentage of Class of 
Outstanding CSAC 

Shares 

Percentage of All 
Outstanding CSAC 

Shares 

Mercer Park CB, L.P. 3,677,625 CSAC Class B 
Shares 

Approximately 99.5% 
of all issued and 
outstanding CSAC 
Class B Shares 

Approximately 21.4% of 
all issued and outstanding 
CSAC Shares 

THE TRANSACTION 

At the Shareholders’ Meeting, CSAC Shareholders will be asked to consider, and if deemed advisable, approve the 
Transaction Resolution. The Transaction Resolution will be required to be approved by: (i) a special resolution of 
the holders of CSAC Class A Restricted Voting Shares; (ii) a special resolution of the holders of CSAC Class B 
Shares (which has already been obtained); (iii) an ordinary resolution of the minority holders of CSAC Class A 
Restricted Voting Shares (i.e., other than those held by holders of CSAC Class B Shares and other persons not 
permitted to vote thereon under OSC Rule 56-501); (iv) an ordinary resolution of all CSAC Shareholders, voting 
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together as if they were a single class of shares; and (v) a special resolution of all CSAC Shareholders, voting 
together as if they were a single class. 

CSAC proposes to acquire LivFree, Washoe, Canopy, Sira and Cannapunch pursuant to the terms of the respective 
definitive purchase agreements in respect thereof (as they may be amended as at or prior to the closing of the 
Transaction), which includes authorizing the issuance of up to 7,614,706 CSAC Class B Shares (to become 
Subordinate Voting Shares upon the effectiveness of the Continuance upon the exchange of the Exchangeable 
Shares of CSAC’s subsidiaries. 

In connection with the completion of the Transaction and pursuant to CSAC’s articles, as amended in connection 
with the Amendment (i) a one-time exchange right (the “Conversion Right”) in favour of the holders of CSAC 
Class B Shares existing immediately prior to the closing of the Transaction will be created, allowing such CSAC 
Shareholders (namely, the CSAC Founders) to convert their CSAC Class B Shares into multiple voting shares 
(“Multiple Voting Shares”) effective immediately prior to the closing of the Transaction, and (ii) all CSAC Class A 
Restricted Voting Shares held by registered CSAC Shareholders (other than CSAC Shareholders properly exercising 
redemption rights) and all un-converted CSAC Class B Shares held by registered CSAC Shareholders will 
automatically convert into Subordinate Voting Shares at a ratio of one Subordinate Voting Share for every such 
CSAC Class A Restricted Voting Share or  CSAC Class B Share at the Effective Time. As well, in connection with 
the closing of the Transaction, all CSAC Warrants outstanding immediately prior to the Transaction will remain 
unamended. 

The by-laws of the City of Henderson, Nevada currently prohibit public company ownership of cannabis operations 
located in Henderson. Accordingly, unless such by-laws are changed, CSAC will not be able to acquire LivFree’s 
Henderson operations or any interest therein, which is estimated by CSAC to have comprised  approximately 40% 
of LivFree’s revenues in 2018 and approximately 20% of CSAC’s projected consolidated revenues in 2018 on a pro-
forma basis. CSAC understands that the City of Henderson’s municipal code may be amended to allow public 
company ownership of cannabis operations located in the City of Henderson jurisdiction in the near-to-medium 
term, though no such amendments can be assured and, accordingly, the Henderson location may need to be excluded 
from the Transaction. See “Corporate Structure – Definitive Agreements – Representations and Warranties – 
LivFree Agreement” and “Risk Factors – The City of Henderson, Nevada prohibits public company ownership of 
cannabis businesses” in the Prospectus attached as Appendix “D” to this Circular. 

The Transaction will be carried out pursuant to the Definitive Agreements and related documents. A summary of the 
principal terms of each of the Definitive Agreements is provided in this section. This summary does not purport to 
be complete and is qualified in its entirety by reference to the each Definitive Agreement, each of which are 
available on the Canadian Securities Administrators’ System for Electronic Document Analysis and Retrieval 
(SEDAR)  under the Corporation’s profile at www.sedar.com. 

Background to the Transaction 

The Transaction is the result of arm’s length negotiations conducted among CSAC and each of the equity holders of 
the Target Businesses and their respective representatives and advisors. Mark Smith is Managing Member and Chief 
Executive Officer of Cannapunch, holding a 50% equity ownership percentage therein, and is a director of CSAC. 
Accordingly, his involvement constitutes a related party transaction. In connection therewith, (i) the CSAC Board 
determined that the fair market value of Cannapunch is less than 25% of CSAC’s market capitalization, and (ii) 
Mark Smith abstained from voting in respect of the approval of the acquisition of Cannapunch in connection with 
the Transaction. The Cannapunch transaction was also supported by Mercer, which is a control person and which is 
not an interested party. 

The following is a summary of the process undertaken including material events, negotiations, discussions and 
actions leading up to the execution and public announcement of the Transaction. 

The Transaction was the result of an extensive search for a potential qualifying transaction utilizing the network and 
investing and operating experience of CSAC’s management team, the CSAC Board and external advisors. 

http://www.sedar.com/
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Subsequent to the completion of CSAC’s IPO on December 21, 2017, and through to the signing of the each of the 
Definitive Agreements, CSAC considered potential target companies with the objective of consummating a 
qualifying transaction, both as the result of inbound and outbound expressions of interest. 

During that period, CSAC considered and conducted analysis of potential qualifying transactions across various 
industries. CSAC did not enter into a definitive agreement with any potential target businesses, other than the Target 
Businesses, given that CSAC believes the Transaction with the Target Businesses is the best alternative. 

CSAC was first introduced to each of LivFree, Washoe and Canopy in May 2018, to Sira in June 2018 and to 
Cannapunch in January 2018. CSAC conducted diligence on each of the Target Businesses, including their  business 
plans and attempted to ascertain fundamental value with respect to each Target Business. 
 
CSAC has had the opportunity to complete due diligence of each of the Target Businesses, each of the Target 
Businesses’ management teams, and each company’s underlying assets. 
 
CSAC subsequently signed a letter of intent and entered into exclusivity with each of LivFree, Washoe, Canopy and  
Sira on June 26, 2018, June 14, 2018, June 14, 2018, June 29, 2018, respectively, to conduct due diligence and to 
negotiate documentation.  
 
On October 17, 2018, the CSAC Board held a special telephonic board meeting to approve the Transaction. 

On or about October 17, 2018, CSAC signed the Definitive Agreements with each respective Target Business and 
announced the Transaction. 

The Definitive Agreements 

On October 17, 2018, CSAC and its wholly-owned subsidiary, CSAC AcquisitionCo, entered into the following 
Definitive Agreements to acquire the Target Businesses: 

• An equity purchase agreement dated as of October 17, 2018, among the members of LivFree, Steve 
Menzies as sellers’ representative, LivFree, CSAC AcquisitionCo and CSAC; 

• An equity purchase agreement dated as of October 17, 2018, among the members of Washoe, Mark E. 
Pitchford as sellers’ representative, Washoe, CSAC AcquisitionCo and CSAC; 

• An asset purchase agreement dated as of October 17, 2018, among Canopy, Lemon Aide, LLC, Kynd-
Strainz, LLC, CSAC AcquisitionCo and CSAC; 

• An equity exchange agreement dated as of October 17, 2018, among Green Partners Investor LLC and 
Green Partners Sponsor I, LLC as the shareholders of Sira, Louis F. Karger as sellers’ representative, Sira, 
CSAC AcquisitionCo and CSAC; and 

• An equity purchase agreement dated as of October 17, 2018, among Mark Smith and Daniel Griffin as the 
members of Cannapunch, Cannapunch, Mark Smith as sellers’ representative, CSAC AcquisitionCo and 
CSAC. 

Pursuant to each of the Definitive Agreements, it was agreed that the parties thereto would carry out the Transaction 
simultaneously. 

Please refer to the section entitled “Corporate Structure – The Definitive Agreements” of the Prospectus attached as 
Appendix “D” to this Circular for a summary of the material terms of each of the Definitive Agreements, which 
summaries are subject to, and qualified in its entirety by, the full text of each applicable Definitive Agreement, each 
of which are filed on SEDAR under the Corporation’s profile at www.sedar.com. CSAC Shareholders are urged to 
read each Definitive Agreement in its entirety. 

http://www.sedar.com/
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Exchangeable Shares and Conversion Rights Agreements 

The terms of the Conversion Rights Agreements, Support Agreements and the share terms of CSAC AcquisitionCo 
governing the Exchangeable Shares, as summarized below, are currently being negotiated and are subject to change. 

For tax reasons, rather than receiving Subordinate Voting Shares, the sellers of the Target Businesses will receive 
Exchangeable Shares or an affiliate thereof as part of their consideration. 

Broadly speaking, the Exchangeable Shares will entitle their holders to dividends and other rights that are, as nearly 
as practical, economically equivalent (without taking into account tax consequences) to those rights attaching to the 
Subordinate Voting Shares. Until its Exchangeable Shares are exchanged for Subordinate Voting Shares pursuant to 
the Conversion Rights Agreements, or the share terms of CSAC AcquisitionCo governing the Exchangeable Shares, 
holders of Exchangeable Shares will not have the right to vote at meetings of CSAC Shareholders or at meetings of 
the shareholders of CSAC AcquisitionCo, except that they may vote at meetings of the shareholders of CSAC 
AcquisitionCo with respect to altering the rights of holders of Exchangeable Shares, or if CSAC AcquisitionCo 
decides to take certain actions without fully protecting the holders of Exchangeable Shares, or as otherwise required 
by law. The Exchangeable Shares will be exchangeable at any time, on a one-for-one basis, for Subordinate Voting 
Shares at the option of the holder, subject to certain contractual lock-up restrictions. Certain ancillary rights, as 
further described in the Prospectus, will be provided to the holders of the Exchangeable Shares pursuant to the terms 
of the Conversion Rights Agreements. 

Exchangeable Share Procedures 

In connection with each Definitive Agreement, at the Effective Date, CSAC will enter into the corresponding 
Support Agreement as well as the exchange rights agreements with CSAC AcquisitionCo or an affiliate thereof and 
the holders of the Exchangeable Shares (an “Conversion Rights Agreement”, and collectively, the “Conversion 
Rights Agreements”) for the benefit of the sellers under each Definitive Agreement, whereby CSAC has agreed to 
make certain covenants in favor of the sellers to protect their rights as holders of Exchangeable Shares. CSAC 
agrees to reserve an amount of Subordinate Voting Shares for issuance upon exchange of the Exchangeable Shares, 
and ensure such shares remain protected from pre-emptive and other rights. Upon notice to CSAC and CSAC 
AcquisitionCo, CSAC will issue such number of Subordinate Voting Shares to a holder of Exchangeable Shares in 
exchange for the Exchangeable Shares of such holder, subject to the terms specified in the Conversion Rights 
Agreements. Additionally, CSAC has an overriding liquidation call right under the Conversion Rights Agreements 
to purchase all, but not less than all, of the Exchangeable Shares from the holders thereof upon a proposed 
liquidation, dissolution or winding-up of CSAC AcquisitionCo, as well as a redemption call right and retraction call 
right on the Exchangeable Shares, in each case for the consideration set forth in such agreements.    

Please refer to the section entitled “Corporate Structure – Exchangeable Shares and Conversion Rights 
Agreements” of the Prospectus attached as Appendix “D” to this Circular for a summary of the material terms of the 
Exchangeable Shares and the Conversion Rights Agreements. 

Amendment of Articles 

Pursuant to the Transaction Resolution, CSAC proposes to amend (the “Amendment”) its articles (the “Amended 
Articles”) in order to: 

• authorize and set the terms of the Multiple Voting Shares; 
• create a one-time right to elect to convert the then-outstanding CSAC Class B Shares into the Multiple 

Voting Shares (“Multiple Voting Shares”) (which would occur simultaneously with the closing of the 
acquisitions of the Target Businesses, immediately following the redemption of the CSAC Class A 
Restricted Voting Shares and immediately prior to the conversion of the non-redeemed CSAC Class A 
Restricted Voting Shares); 

• effective simultaneously with the closing of the acquisitions of the Target Businesses, change the 
designation of the CSAC Class B Shares into Subordinate Voting Shares (“Subordinate Voting Shares”) 
and add applicable coat-tail terms (with the result that, immediately following the closing of the 
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acquisitions of the Target Businesses, the non-redeemed CSAC Class A Restricted Voting Shares will be 
converted into Subordinate Voting Shares); and 

• eliminate and remove the CSAC Class A Restricted Voting Shares from the authorized capital of CSAC 
once there are no more CSAC Class A Restricted Voting Shares issued and outstanding as a result of their 
redemption and/or conversion into Subordinate Voting Shares. 

Multiple Voting Share / Subordinate Voting Share Structure 

Increasingly, Canadian public companies with U.S. cannabis businesses that are going public in Canada are using 
multiple voting share structures. CSAC wishes to ensure that Mercer, CSAC’s sponsor, is able to continue to build 
CSAC’s business during the current and expected future volatile period in the industry.  Accordingly, subject to 
obtaining applicable consents, including under OSC Rule 56-501 which requires majority of minority approval by a 
majority of votes cast by the holders of CSAC Class A Restricted Voting Shares, excluding any votes attached to 
CSAC Class A Restricted Voting Shares held directly or indirectly by persons who also hold CSAC Class B Shares, 
CSAC intends to grant to Mercer and the other CSAC Founders the right, immediately prior to the closing of the 
Transaction, to have a one-time option to convert their existing CSAC Class B Shares on a one-for-one basis into 
new Multiple Voting Shares. 

Multiple Voting Shares 

If the Transaction Resolution is approved, the Multiple Voting Shares will carry the following features: 

• 25 votes per Multiple Voting Share; 
• a class veto over any changes that would prejudice any right attached to the Multiple Voting Shares; 
• equal dividends to the Subordinate Voting Shares (into which each existing non-converted CSAC Class B 

Share and CSAC Class A Restricted Voting Share will be automatically convertible at closing of the 
Transaction), on a per share basis (provided that stock dividends will be payable in Multiple Voting Shares 
on the Multiple Voting Shares and in Subordinate Voting Shares on the Subordinate Voting Shares); 

• equal rights on liquidation to the Subordinate Voting Shares on a per share basis; 
• the right at any time to convert into Subordinate Voting Shares on a one-for-one basis; 
• equivalent treatment with the Subordinate Voting Shares on stock splits and stock consolidations;  
• automatic conversion of the Multiple Voting Shares into Subordinate Voting Shares on a one-for-one basis 

on the date that is five years from the date of closing of the Transaction; 
• automatic conversion of the Multiple Voting Shares into Subordinate Voting Shares on a one-for-one basis 

if and when their aggregate number has been reduced to less than 33 1/3% of those issued and outstanding 
on the first date of issuance thereof; and 

• the Multiple Voting Shares will not be listed on the NEO Exchange. 

Mercer intends to so convert its CSAC Class B Shares, as do the other CSAC Founders, and that right will then 
expire and so will no longer be available to subsequent holders of CSAC Class B Shares, which will have their terms 
amended and be re-named as Subordinate Voting Shares pursuant to the Amendment. 

See Schedule “A” – Proposed Amendment of Articles to the Transaction Resolution attached as Appendix “A” to 
this Circular for a full description of the Multiple Voting Shares. 

Subordinate Voting Shares 

If the Transaction Resolution is approved, the Subordinate Voting Shares will have the following features (after the 
expiry of the one-time conversion right): 

• one vote per Subordinate Voting Share; 
• a class veto over any changes that would prejudice any right attached to the Subordinate Voting Shares; 
• equal dividends to the Multiple Voting Shares on a per share basis (provided that stock dividends will be 

payable in Multiple Voting Shares on the Multiple Voting Shares and in Subordinate Voting Shares on the 
Subordinate Voting Shares); 

• equal rights on liquidation to the Multiple Voting Shares on a per share basis; 
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• equivalent treatment with the Subordinate Voting Shares on stock splits and stock consolidations; and 
• “coat-tail” rights, as further described below. 

Upon the closing of the Transaction, any non-redeemed CSAC Class A Restricted Voting shares will be converted 
into Subordinate Voting Shares. 

See Schedule “A” – Proposed Amendment of Articles to the Transaction Resolution attached as Appendix “A” to 
this Circular for a full description of the terms of the Subordinate Voting Shares. 

Coattail Agreement 

Under applicable Canadian law, an offer to purchase Multiple Voting Shares would not necessarily require that an 
offer be made to purchase Subordinate Voting Shares. In accordance with the rules applicable to most senior issuers 
in Canada, in the event of a take-over bid, the holders of Subordinate Voting Shares will be entitled to participate on 
an equal footing with holders of Multiple Voting Shares. The owners of all the outstanding Multiple Voting Shares 
will enter into a customary coattail agreement with CSAC and a trustee (the “Coattail Agreement”). The Coattail 
Agreement will contain provisions customary for dual class, listed corporations designed to prevent transactions that 
otherwise would deprive the holders of Subordinate Voting Shares of rights under applicable provincial take-over 
bid legislation to which they would have been entitled if the Multiple Voting Shares had been Subordinate Voting 
Shares. The undertakings in the Coattail Agreement will not apply to prevent a sale by any holder of Multiple 
Voting Shares if concurrently an offer is made to purchase Subordinate Voting Shares that: 

(a) offers a price per Subordinate Voting Share in the same form of consideration and at least as high 
as the highest price per share paid pursuant to the take-over bid for the Multiple Voting Shares (on 
an as-converted basis to Subordinate Voting Shares); 

(b) provides that the percentage of outstanding Subordinate Voting Shares to be taken up (exclusive 
of shares owned immediately prior to the offer by the offeror or persons acting jointly or in 
concert with the offeror) is at least as high as the percentage of Multiple Voting Shares to be sold 
(exclusive of Multiple Voting Shares owned immediately prior to the offer by the offeror or 
persons acting jointly or in concert with the offeror); 

(c) as no condition attached other than the right not to take up and pay for Subordinate Voting Shares 
or Multiple Voting Shares tendered if no shares are purchased pursuant to the offer for Multiple 
Voting Shares; and 

(d) is in all other material respects identical to the offer for Multiple Voting Shares. 

In addition, the Coattail Agreement will not prevent the transfer of Multiple Voting Shares by a holder to certain 
permitted holders, including without limitation, the CSAC Founders and persons controlled by them. The conversion 
of Multiple Voting Shares into Subordinate Voting Shares will not constitute a disposition of Multiple Voting 
Shares for the purposes of the Coattail Agreement. 

Under the Coattail Agreement, any disposition of Multiple Voting shares (including a transfer to a pledgee as 
security) by a holder of Multiple Voting Shares party to the agreement will be conditional upon the transferee or 
pledgee abiding by the terms of the Coattail Agreement. The Coattail Agreement will contain provisions for 
authorizing action by the trustee to enforce the rights under the Coattail Agreement on behalf of the holders of the 
Subordinate Voting Shares. The obligation of the trustee to take such action will be conditional on CSAC or holders 
of the Subordinate Voting Shares providing such funds and indemnity as the trustee may require. No holder of 
Subordinate Voting Shares will have the right, other than through the trustee, to institute any action or proceeding or 
to exercise any other remedy to enforce any rights arising under the Coattail Agreement unless the trustee fails to act 
on a request authorized by holders of not less than 10% of the outstanding Subordinate Voting Shares, and 
reasonable funds and indemnity have been provided to the trustee. CSAC will agree to pay the reasonable costs of 
any action that may be taken in good faith by holders of Subordinate Voting Shares, as the case may be, pursuant to 
the Coattail Agreement.   
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The Coattail Agreement will provide that it may not be amended, and no provision thereof may be waived, unless, 
prior to giving effect to such amendment or waiver, the following have been obtained: 

(a) the consent of the applicable securities regulatory authority in Canada; and  

(b) the approval of at least 66-2/3% of the votes cast by holders of Subordinate Voting Shares, 
excluding votes attached to Subordinate Voting Shares, if any, held by the holders of Multiple 
Voting Shares, their affiliates and any persons who have an agreement to purchase Multiple 
Voting Shares on terms which would constitute a sale or disposition for purposes of the Coattail 
Agreement other than as permitted thereby. 

No provision of the Coattail Agreement will limit the rights of any holders of Subordinate Voting Shares under 
applicable law. 

The Continuance 

Pursuant to the Transaction Resolution, CSAC proposes to continue (the “Continuance”) from a company under the 
OBCA to a company under the Business Corporations Act (British Columbia), which includes authorization for the 
directors and auditors immediately following the Continuance to be as set forth below, as well as the authorization 
of a notice of articles and articles (the “B.C. Articles”) which will provide for: 

• a name change to “CSAC Cannabis Strategies Acquisition Corp.” (or such other name as may be selected 
by the board of directors of CSAC prior to the Continuance); 

• an authorized capital consisting solely of of an unlimited number Multiple Voting Shares and Subordinate 
Voting Shares; 

• constrained share provisions; 
• advance notice provisions; 
• forum selection provisions; and 
• the ability of the board of directors of CSAC to determine the number of directors from time to time. 

 
The Transaction Resolution will, upon closing of the Transaction, (i) result in the holders of all Multiple Voting 
Shares of the Ontario company holding similar Multiple Voting Shares (on a one-for-one basis) of the British 
Columbia company and in the holders of all Subordinate Voting Shares of the Ontario company holding similar 
Subordinate Voting Shares (on a one-for-one basis) of the British Columbia company, and (ii) will also provide that 
the initial auditors of the British Columbia company will be MNP LLP and that the directors are authorized to fix 
the remuneration thereof. 

General 

In connection with the completion of the Transaction, CSAC intends to apply for the discontinuance from the 
Province of Ontario under the OBCA and to continue under the BCBCA. CSAC Shareholders will be asked to 
consider, and if thought advisable, to pass the Transaction Resolution formally approving, among other things, the 
Continuance. In addition, the Transaction Resolution will be used to approve the B.C. Articles, which will provide 
for the addition of certain provisions to the Amended Articles, including a combination of certain remedies such as 
an automatic suspension of voting and/or dividend rights, a discretionary right to force a share transfer to a third 
party and/or a discretionary redemption right in favour of CSAC, in each case to seek to facilitate compliance with 
applicable regulatory and/or licensing regulations. The Transaction Resolution will be in the form set forth in 
Appendix “A” of this Circular.  The B.C. Articles will be substantially in the form set forth in Schedule “C” thereto. 
The Continuance will affect certain of the rights of CSAC Shareholders as they currently exist under the OBCA and 
CSAC Shareholders should consult their legal advisors regarding the implications of the Continuance which may be 
of importance to them. For a discussion on certain differences between the OBCA and the BCBCA, see Appendix 
“E” of this Circular. 



 

11 

 

Effect of the Continuance 

Upon the continuance of CSAC under the BCBCA, CSAC will cease to be a corporation governed by the OBCA 
and will be governed by the BCBCA. The Continuance does not create a new legal entity and will not prejudice or 
affect the continuity of CSAC. The Continuance will not result in any change in the business of CSAC. Upon the 
completion of the Continuance, there is no change in: (i) the ownership of corporate property; (ii) liability for 
obligations; (iii) the existence of a cause of action, claim or liability to prosecution; (iv) enforcement against CSAC 
of any civil, criminal or administrative proceedings pending; or (v) the enforceability of any conviction or judgment 
against or in favour of CSAC. 

Name Change 

In connection with the Continuance, CSAC will change its name from “Cannabis Strategies Acquisition Corp.” to 
“CSAC Cannabis Strategies Acquisition Corp.” (or such other name as may be selected by the board of directors of 
CSAC prior to the Continuance). 

Certain Corporate Differences Between the OBCA and the BCBCA 

For a discussion on certain differences between the OBCA and the BCBCA, please see Appendix “E” of this 
Circular. 

Compliance Provisions  

In connection with the Transaction, CSAC is proposing an amendment to its notice of articles and articles to, among 
other things, facilitate compliance with applicable regulatory and/or licensing regulations. In particular, CSAC is 
proposing to add certain provisions (the “Compliance Provisions”), including a combination of certain remedies 
such as an automatic suspension of voting and/or dividend rights, a discretionary right to force a share transfer to a 
third party and/or a discretionary redemption right in favour of CSAC, in each case to seek to ensure that CSAC and 
its subsidiaries are able to comply with applicable regulatory and licensing regulations. The purpose of the 
Compliance Provisions is to provide CSAC with a means of protecting itself from having a shareholder, or as 
determined by the Resulting Issuer Board, a group of shareholders acting jointly or in concert, with an ownership 
interest of, whether of record or beneficially (or having the power to exercise control or direction over) (“Owning or 
Controlling”), five percent (5%) or more of the issued and outstanding shares of CSAC, or such other number as is 
determined by the Resulting Issuer Board from time to time, and: (i) who a governmental authority granting licenses 
to, or otherwise governing the operations of, CSAC or its subsidiaries has determined to be unsuitable to own 
Subordinate Voting Shares and/or Multiple Voting Shares, as applicable; (ii) whose ownership of Subordinate 
Voting Shares and/or Multiple Voting Shares, as applicable, may reasonably result in the loss, suspension or 
revocation (or similar action) with respect to any licenses or permits relating to CSAC’s or its subsidiaries’ conduct 
of business (being the conduct of any activities relating to the cultivation, manufacturing and dispensing of cannabis 
and cannabis-derived products in the United States, which include the owning and operating of cannabis licenses) or 
in CSAC being unable to obtain any new licenses or permits in the normal course, all as determined by the Resulting 
Issuer Board; or (iii) who have not been determined by the applicable regulatory authority to be an acceptable 
person or otherwise have not received the requisite consent of such regulatory authority to own the Subordinate 
Voting Shares and/or Multiple Voting Shares, as applicable, in each case within a reasonable time period acceptable 
to the Resulting Issuer Board or prior to acquiring any Subordinate Voting Shares and/or Multiple Voting Shares, as 
applicable (in each case, an “Unsuitable Person”). The ownership restrictions in CSAC’s notice of articles and 
articles are also subject to an exemption for applicable depositaries and clearing houses as well as underwriters (as 
defined in the Securities Act (Ontario)) in the course of a distribution of securities of CSAC.  

Notwithstanding the foregoing, the Compliance Provisions will provide that any shareholder (or group of 
shareholders acting jointly or in concert) proposing to Own or Control five percent (5%) or more of the issued and 
outstanding shares of CSAC (or such other number as is determined by the Resulting Issuer Board from time to 
time) will be required to provide not less than 30 days’ advance written notice to CSAC by mail sent to CSAC’s 
registered office to the attention of the Corporate Secretary and to obtain all necessary regulatory approvals. Upon 
any such shareholder(s) Owning or Controlling five percent (5%) or more of the issued and outstanding shares of 
CSAC (or such other number as is determined by the Resulting Issuer Board from time to time), and having not 
received the requisite approval of any applicable regulatory authority to own the Subordinate Voting Shares and/or 
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Multiple Voting Shares, as applicable, the Compliance Provisions will provide: (i) that such shareholder(s) may, in 
the discretion of the Resulting Issuer Board, be prohibited from exercising any voting rights and/or receiving any 
dividends from CSAC, unless and until all requisite regulatory approvals are obtained; and (ii) CSAC with a right, 
but not the obligation, at its option, upon notice to the Unsuitable Person, to: (A) redeem any or all Subordinate 
Voting Shares and/or Multiple Voting Shares, as applicable, directly or indirectly held by an Unsuitable Person; 
and/or (B) forcibly transfer any or all Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, 
directly or indirectly held directly or indirectly by an Unsuitable Person to a third party. Such rights are required in 
order for CSAC to comply with regulations in various jurisdictions where CSAC or its subsidiaries conduct business 
or are expected to conduct business.  

Upon receipt by the holder of a notice to redeem or to transfer any or all of its Subordinate Voting Shares and/or 
Multiple Voting Shares, the holder will be entitled to receive, as consideration therefor, no less than 95% of the 
lesser of: (i) the closing price of the Subordinate Voting Shares on the NEO Exchange (or the then principal 
exchange on which CSAC’s securities are quoted for trading) on the trading day immediately prior to the closing of 
the redemption or transfer (or the average of the last bid and last asking prices if there was no trading on the 
specified date); and (ii) the five-day volume weighted average price of the Subordinate Voting Shares on the NEO 
Exchange (or the then principal exchange on which CSAC’s securities are quoted for trading) for the five trading 
days immediately prior to the closing of the redemption or transfer (or the average of the last bid and last asking 
prices if there was no trading on the specified dates). 

Further, a holder of the Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, will be prohibited 
from acquiring five percent (5%) or more of the issued and outstanding shares of CSAC, directly or indirectly, in 
one or more transactions, without providing 30 days’ advance written notice to CSAC by mail sent to CSAC’s 
registered office to the attention of the Corporate Secretary. The foregoing restriction will not apply to the 
ownership, acquisition or disposition of Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, as 
a result of: (i) transfer of Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, occurring by 
operation of law including, inter alia, the transfer of Subordinate Voting Shares and/or Multiple Voting Shares, as 
applicable, to a trustee in bankruptcy, (ii) an acquisition or proposed acquisition by one or more underwriters who 
hold Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, for the purposes of distribution to the 
public or for the benefit of a third party provided that such third party is in compliance with the foregoing restriction, 
or (iii) conversion, exchange or exercise of securities issued by CSAC or a subsidiary into or for Subordinate Voting 
Shares and/or Multiple Voting Shares, as applicable, in accordance with their respective terms. If the Resulting 
Issuer Board reasonably believes that any such holder of the Subordinate Voting Shares may have failed to comply 
with the foregoing restrictions, CSAC may apply to the Supreme Court of British Columbia, or any other court of 
competent jurisdiction, for an order directing that such shareholder disclose the number of Subordinate Voting 
Shares and/or Multiple Voting Shares, as applicable, directly or indirectly held. 

Notwithstanding the adoption of the proposed Compliance Provisions, CSAC may not be able to exercise such rights 
in full or at all, including its redemption rights. Under the BCBCA, a corporation may not make any payment to 
redeem shares if there are reasonable grounds for believing that the company is unable to pay its liabilities as they 
become due in the ordinary course of its business or if making the payment of the redemption price or providing the 
consideration would cause the company to be unable to pay its liabilities as they become due in the ordinary course 
of its business. Furthermore, CSAC may become subject to contractual restrictions on its ability to redeem its 
Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, by, for example, entering into a secured 
credit facility subject to such restrictions. In the event that restrictions prohibit CSAC from exercising its redemption 
rights in part or in full, CSAC will not be able to exercise its redemption rights absent a waiver of such restrictions, 
which CSAC may not be able to obtain on acceptable terms or at all. 

The Compliance Provisions will be effected through the Continuance, which will result in result in CSAC’s articles 
being amended. The B.C Articles are attached as Schedule “C” to Appendix “A” of this Circular. 

Advance Notice By-Law 

In connection with the Continuance, the B.C. Articles will include advance notice provisions. The purpose of the 
advance notice provisions is to provide the registered CSAC Shareholders, the CSAC Board and the management of 
the Corporation with a clear framework for nominating directors. The advance notice provisions fix a deadline by 
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which registered CSAC Shareholders must submit director nominations to the Corporation prior to any annual or 
special meeting of shareholders, and sets forth the information to be provided and other procedures to be followed, 
in respect of such nomination. 

Resulting Issuer Board 

In connection with the Continuance and conditional on and effective following the Transaction, the B.C. Articles 
will provide that the Resulting Issuer Board shall consist of the following individuals: 

Current Members of the CSAC Board 

Jonathan Sandelman, Chairman, Chief Executive Officer and Corporate Secretary 
 
Jonathan (Jon) Sandelman is the Chief Executive Officer of Mercer Park, L.P., the parent of Mercer, CSAC’s 
sponsor. Prior to this role, he was Chief Executive Officer and Chief Investment Officer of Sandelman Partners, LP.  
Previously, he was the President of Bank of America Securities and former Head of Debt and Equities at Banc of 
America Securities. While at Banc of America Securities, he served as a member of the company’s Operating 
Committee, Banc of America Securities Leadership Committee and The Global Corporate and Investment Banking 
Compensation Committee.  As Head of Debt and Equities, Mr. Sandelman was responsible for all of market risk and 
the strategic direction of the firm’s trading, distribution and new products development efforts.  He oversaw the 
firm’s capital markets function in coordination with the head of banking.  Mr. Sandelman began his career with 
Banc of America Securities in 1998 as head of the Equity Financial Products business, and he became head of 
Equities in 2002. He was appointed President of Banc of America Securities in early 2004.  Prior to joining Banc of 
America, he was deputy head of Global Equities and Managing Director of equity derivatives and proprietary 
trading at Salomon Brothers and a member of the firm’s Risk Management Committee and Compensation 
Committee. Mr. Sandelman has been honored with Risk Magazine’s prestigious “Derivative Superstar” award and 
Derivative Magazine’s “Derivative Person of the Year.” Mr. Sandelman earned a Bachelor of Science (BS) from 
Adelphi University and earned his law degree (Juris Doctor) from Cardozo School of Law.  

Mark Smith, Executive Vice Chairman 

Mark Smith is the Chief Executive Officer of Green Cross Colorado, Green Cross Nevada and Tumbleweed 
Companies, and the Managing Member and Chief Executive Officer of Cannapunch of Nevada LLC. Cannapunch’s 
brands include Cannapunch, Highly Edible and Dutch Girl Edibles. Mr. Smith also oversees and develops 
dispensaries under the Tumbleweed brand, and currently has seven operating dispensaries. Prior to his current 
employment, and for approximately five years, Mr. Smith was the owner and Chief Executive Officer of a 
pawnshop company, whereby he built up a large chain of stores through acquisition and greenfield development 
culminating in a total of 13 stores. Mr. Smith subsequently sold this business to a publicly-held company, EZ Pawn. 
Mr. Smith received his Bachelor of Arts from Gustavus Adolphus College and Juris Doctor degree from Hamline 
School of Law. 

Kamaldeep Thindal, Director 

Kamaldeep (Kam) Thindal is a co-founder of Core Capital Partners (formerly Hamza Thindal Capital Corp.) and 
serves as the firm’s Managing Partner. Prior to founding Core, Mr. Thindal spent five years as an independent 
capital markets advisor for a number of TSX Venture Exchange listed companies. Over the course of that time, he 
was involved in several financings across multiple sectors. For the past five years, Mr. Thindal has sourced 
investments, negotiated financings and acquisitions in various sectors with a particular focus on biotech, health care 
and special situations. He has been involved in leading transactions in both private and public companies. Prior to 
his career in venture capital, Mr. Thindal spent five years at a private manufacturing company in Vancouver, Canada 
where he helped restructure the company, optimize operations, introduce new products and evolve the company 
from a family run business to a multi-national brand. He holds a Bachelor of Technology in Technology 
Management from the British Columbia Institute of Technology. 

Charles Miles, Director 
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Charles (Charlie) Miles is a Managing Director at Recapture Partners, which is a venture capital company that 
advises, invests and raises money in early stage Fintech companies. Prior to this role, he worked at Bloomberg LLP 
as an equity option trader. Prior to his tenure at Bloomberg, he was a volatility arbitrage hedge fund portfolio 
manager and Managing Director at Deutsche Bank. He also was a portfolio manager at Del Mar Asset Management, 
and started his own hedge fund, Claris Capital Management. He began his career at Salomon Brothers, where he was 
involved in equity research, quantitative portfolio management and equity derivatives sales and management. As a 
Managing Director at Salomon Brothers and Citibank, he ran one of the most successful equity derivatives sales 
teams on Wall Street during a time of unprecedented growth in the product. Mr. Miles received his Bachelor of Arts 
in Economics and Political Science from Middlebury College. 

Christopher R. Burggraeve 

Christopher (Chris) R. Burggraeve is the founder and chief executive officer of Vicomte LLC, which is a brand 
management company that advises corporations, start-ups, private equity firms and family offices. Prior to founding 
Vicomte, Mr. Burggraeve spent five years as the Global Chief Marketing Office of Anheuser-Busch InBev SA/NV. 
He has also served in a number of senior marketing and general management roles with The Coca-Cola Company 
throughout Europe and Eurasia, and as a brand manager at Procter and Gamble Company. Mr. Burggraeve is a 
global business marketer turned investor, entrepreneur, advisor, board member and adjunct faculty member of the 
NYU School of Business, and has nearly 30 years of expertise merging brand management, societal context, and 
profit and loss statements. As one of the early consumer packaged goods industry leaders to have actively 
recognized the importance and potential of the cannabis industry, he co-founded Toast Holdings in 2016, the parent 
company of Aspen-born cannabis pre-roll brand ToastTM. Mr. Burggraeve is also the Chairman of greenRush, an 
online marketplace for legally purchasing cannabis in the United States. He holds a Master’s degree in Economics 
and Business from KU Leaven, a Master’s degree in European Economics from the Centre Européen Universitaire 
de Nancy and a TRIUM Global Executive Master’s degree in Business Administration from (collectively) New 
York University – Stern School of Business, the London School of Economics and HEC Paris. 

Additional Proposed Members of the Resulting Issuer Board 

Louis F. Karger, Director 

Louis F. Karger is the sole Manager and founder of Panther Residential Investments LLC and Panther Residential 
Management LLC. Both companies focus on the acquisition, development, management and sale of multi-family 
apartment properties in the Southeast United States. Panther Residential Investments LLC also serves as the 
Manager of many affiliated real estate entities (collectively with Panther Residential Investments LLC and Panther 
Residential Management LLC, the “PRM Group Companies”). Mr. Karger is responsible for the overall direction, 
vision and leadership of the PRM Group Companies with a focus on investment strategies, capital and debt 
financings, and determining new development objectives. In addition, he oversees the PRM Group Companies’ day-
to-day operations and the execution of its overall business, management and development strategy. To date, the 
PRM Group Companies has acquired over 7,000 residential apartment units with a total transaction value of 
approximately $1,411,579,460. Mr. Karger is also a Director and the Treasurer of Sira and is a co-founder of (i) 
Compass Realty Associates, LLC, a private equity real estate firm that owns and manages approximately one 
million square feet of property throughout the New England region, and (ii) Compass Realty Partners, LLC, a $72 
million real estate investment fund. Mr. Karger holds a Bachelor of Science degree from the Boston University 
School of Hospitality Administration. 

Mark Pitchford, Director  

Mark Pitchford is the founder of Washoe and Canopy. Mr. Pitchford is active in the cannabis industry, and has had 
integral involvement in the creation, design and operation of over a dozen marijuana cultivation, dispensary, 
processing, distribution and management companies in both California and Nevada. He is the owner and Chief 
Executive Officer of KYND Cannabis Company, which is a producer of cured cannabis flower, concentrates, 
vaporizer pens, CBD formulas and edibles sold by dispensaries throughout the State of Nevada, and is one of the 
founding members of Mynt Cannabis Dispensary, the only cannabis dispensary located in the downtown Reno 
entertainment district. Mr. Pitchford has consulted on multiple industry-related operations and medical marijuana 
application processes across U.S.  He is the president of Wise Owl Team Inc., a consulting management company 
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that provides services such as executive oversight, compliance oversight, financial oversight, security and loss 
prevention oversight and human resources oversight. Mr. Pitchford is also the founder and Chief Executive Officer 
of M&M Agriculture, a hemp consulting, operation, genetic distribution company. 

Steve Menzies, Director 

Steve Menzies is the founder of LivFree. Mr. Menzies has over 40 years of experience in construction, home 
building and land development. He is a master electrician and a master plumber, and is certified by the National 
Association of Home Builders. As an entrepreneur, Mr. Menzies started and acquired several subcontractor 
companies in order to offer a “one stop shop” for Las Vegas homebuilders with highly efficient and streamlined 
administrative and accounting management. In 2006, he sold two of these companies, Efficient Electric and United 
Plumbing, along with McGwire Supply, an electrical distributor, to Stock Building Supply (“SBS”) where he 
continued to work as West Coast Manager, supporting SBS’ role as a major supplier of subcontracting services for 
homebuilders in the Las Vegas valley until SBS was wound up in 2009. Mr. Menzies is currently a majority owner 
of Focus Plumbing, Focus Electric, Focus Framing Door & Trim, Green Image LLC dba GTI, Focus Concrete and 
Focus Fire Protection. Along with LivFree, these companies currently collectively employ 1600 employees across 
the State of Nevada. 

Each director of the above-noted directors will hold office conditional and effective upon the closing of the 
Transaction until the next annual general meeting of the CSAC Shareholders, or until his or her successor is elected 
or appointed, unless his or her office is earlier vacated in accordance with the by-laws of CSAC or the provisions of 
the business corporations act to which CSAC is subject. 

Recommendation of the CSAC Board 

The CSAC Board has unanimously determined that the Transaction (including the Amendment and the 
Continuance) is in the best interests of the Corporation and has unanimously determined that the Transaction 
(including the Amendment and the Continuance) is fair, from a financial point of view, to CSAC 
Shareholders. Accordingly, the CSAC Board has unanimously approved the Transaction and unanimously 
recommends that the CSAC Shareholders vote FOR the Transaction Resolution. 

In addition, the Transaction was unanimously approved by all members of the CSAC Board not related to the 
Transaction. 

Reasons for the Recommendation of the CSAC Board 

The CSAC Board carefully evaluated the terms of the proposed Transaction and unanimously: (i) determined that 
the Transaction (including the Amendment and the Continuance) is in the best interests of the Corporation; 
(ii) determined that the Transaction (including the Amendment and the Continuance) is fair, from a financial point 
of view, to CSAC Shareholders; (iii) approved the Transaction (including the Amendment and the Continuance) and 
the entering into of the Definitive Agreements; and (iv) resolved to recommend that the registered CSAC 
Shareholders vote in favour of the Transaction Resolution. 

In reaching these determinations and approvals, the CSAC Board considered, among other things, the following 
factors and potential benefits and risks of the Transaction: 

• Strong, competitive position within an attractive industry. 

• Strong, experienced, and well-aligned management team. Upon completion of the Transaction, CSAC 
will have a strong management team and board of directors comprised of individuals who have significant 
experience in the cannabis industry, and who intend to implement a clear strategy going forward. 

• Strong current EBITDA generation, with potential for growth by virtue of the Transaction and positive 
industry momentum. Each of the Target Businesses’ operating assets has significant momentum and cash 
flow potential.  Combining the Target Businesses’ operations is expected to create additional opportunities 
for growth.   
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• Attractive return on investment relative to risk profile. The Target Businesses represent an early 
opportunity to invest in a high growth business at an attractive valuation. 

Refer to “Forward-Looking Statements” in this Circular and “Caution Regarding Forward Looking 
Statements” in the Prospectus attached to the Circular as Appendix “F”. 

• Strong public market support. CSAC has received a significant amount of positive public support with 
respect to our acquisition of the Target Businesses. The CSAC Class A Restricted Voting Shares, CSAC 
Warrants and CSAC Rights have traded positively since announcement, increasing from C$11.49, C$2.75 
and C$1.00, respectively, on October 17, 2018 the last trading day before the announcement of the 
Transaction, to a range of C$11.96 to C$19.99, C$2.49 to C$6.90 and C$1.16 to C$1.88, respectively, since 
the announcement.  

• Opportunities for platform growth through acquisitions. As evidenced by the proposed acquisitions of the 
Target Businesses, CSAC believes that there is opportunity for further consolidation within the U.S. 
cannabis industry. 

• Benefit from being a public company in Canada. The Target Businesses are expected to collectively 
benefit from CSAC’s Canadian listing on the NEO Exchange for a number of reasons, including access to 
Canadian and international capital. 

In making its recommendation to the registered CSAC Shareholders, the CSAC Board also considered a number of 
elements of the Transaction that provide protection to CSAC Shareholders, including the following: 

• Shareholder Approval. The Transaction Resolution will be required to be approved by: (i) a special 
resolution of the holders of CSAC Class A Restricted Voting Shares; (ii) a special resolution of the holders 
of CSAC Class B Shares (which has already been obtained); (iii) an ordinary resolution of the minority 
holders of CSAC Class A Restricted Voting Shares (i.e., other than those held by holders of CSAC Class B 
Shares and other persons not permitted to vote thereon under OSC Rule 56-501); (iv) an ordinary resolution 
of all CSAC Shareholders, voting together as if they were a single class of shares; and (v) a special 
resolution of all CSAC Shareholders, voting together as if they were a single class. As noted above, the 
Transaction Resolution will be used to approve a “restricted security reorganization” pursuant to NI 41-101 
and OSC Rule 56-501, which requires that a restricted security reorganization receive prior majority 
approval of the holders of CSAC Class A Restricted Voting Shares in accordance with applicable law, 
excluding any votes attaching to CSAC Class A Restricted Voting Shares held, directly or indirectly, by 
affiliates of CSAC or control persons of CSAC or holders of CSAC Class A Restricted Voting Shares that 
are also holders of CSAC Class B Shares. Mercer, CSAC’s sponsor and a CSAC Founder, is an affiliate or 
control person of CSAC, and therefore any CSAC Class A Restricted Voting Shares held by Mercer will be 
excluded from voting in the class vote of the CSAC Class A Restricted Voting Shares in respect of the 
Transaction Resolution under NI 41-101 and OSC Rule 56-501. Any CSAC Class A Restricted Voting 
Shares of Kamaldeep Thindal and Charles Miles, the other CSAC Founders, will also be excluded from 
voting in the class vote of the CSAC Class A Restricted Voting Shares on the Transaction Resolution. 

• Redemption Rights. Registered holders of CSAC Class A Restricted Voting Shares can elect to redeem all 
or a portion of their CSAC Class A Restricted Voting Shares, provided that they deposit (and do not validly 
withdraw) their CSAC Class A Restricted Voting Shares for redemption prior to the Redemption Deposit 
Deadline (as defined in the Circular) and, subject to applicable law, upon the closing of the Transaction, for 
an amount per CSAC Class A Restricted Voting Share, payable in cash, equal to the pro-rata portion, per 
CSAC Class A Restricted Voting Share, of (A) the escrowed funds available in the Escrow Account at the 
time of the meeting, including interest and other amounts earned thereon; less (B) an amount equal to the 
total of (i) applicable taxes payable by CSAC on such interest and other amounts earned in the Escrow 
Account, and (ii) actual and expected direct expenses related to the redemption, each as reasonably 
determined by CSAC; for greater certainty, such amount will not be reduced by the amount of any tax of 
CSAC under Part VI.1 of the Tax Act or the deferred underwriting commission per CSAC Class A 
Restricted Voting Share held in the Escrow Account. The redemption price per CSAC Class A Restricted 
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Voting Share is expected to be approximately C$10.05, assuming a redemption date of March 11, 2019. 
Registered holders of CSAC Class A Restricted Voting Shares may elect to redeem their CSAC Class A 
Restricted Voting Shares irrespective of whether they vote for or against, or do not vote on, the 
Transaction.  

In the course of their deliberations, the CSAC Board also identified and considered a variety of risks, including: 

• Risks of the Businesses being Acquired. The risks faced by each of the Target Businesses and, upon 
completion of the Transaction, to be faced by CSAC with respect to their respective affairs, business and 
operations and future prospects. 

• Risks if Transaction is Not Completed. The risks to the Corporation if the Transaction is not completed, 
including the costs to the Corporation in pursuing the Transaction and the inability to pursue other 
opportunities as a result. 

• Each of the Definitive Agreements may be Terminated in Certain Circumstances. The Corporation and each 
of the sellers of the Target Businesses have the right to terminate their applicable Definitive Agreement in 
certain circumstances. There is no certainty, nor can the Corporation provide any assurance, that the any of 
the Definitive Agreements will not be terminated by either the Corporation or any of the Target Businesses 
before the completion of the Transaction. Accordingly, there is no certainty, nor can the Corporation 
provide any assurance, that the Corporation will complete the acquisition of LivFree, Washoe, Canopy, 
Sira and LivFree pursuant to the Transaction. 

• The City of Henderson, Nevada, Currently Prohibits Public Company Ownership of Cannabis Businesses. 
CSAC may not be able to acquire LivFree’s City of Henderson operations or any interest therein. Pursuant 
to HMC 4.116.030(B) and 4.118.030(B) (“HMC”), certain persons are declared unqualified to hold a 
marijuana establishment license in the City of Henderson, including any publicly-traded company.  The 
prohibition against issuance of a marijuana establishment business license is not limited to the direct 
licensee but extends to owners of such licensees including parent-companies. Under the HMC as currently 
written, a publicly-traded company would be denied issuance of a marijuana establishment business license 
in the City of Henderson.  As a result of the failure of a proposed licensee to obtain a local jurisdiction 
business license, the State enforcement agency (the Nevada Department of Taxation) may revoke the State-
issued operating certificate / license of the marijuana establishment. Accordingly, unless the restrictions 
under the HMC are changed, CSAC will not be able to acquire LivFree’s City of Henderson operations or 
any interest therein.  See “Corporate Structure – Definitive Agreements – Representations and Warranties 
– LivFree Agreement” and “Risk Factors – The City of Henderson, Nevada prohibits public company 
ownership of cannabis businesses” in the Prospectus attached as Appendix “D” to this Circular. 

• No Certainty that All Conditions Precedent to the Transaction will be Satisfied. The completion of the 
Transaction is subject to a number of conditions precedent, certain of which are outside the control of the 
Corporation, including approval of the Transaction Resolution. There can be no certainty, nor can the 
Corporation provide any assurance, that these conditions will be satisfied or, if satisfied, when they will be 
satisfied. If the Transaction is not completed, the market price of the currently trading CSAC Class A 
Restricted Voting Shares, CSAC Warrants and CSAC Rights may decline. If the Transaction is not 
completed and the CSAC Board decides to seek another transaction, there can be no assurance that it will 
be able to find another attractive qualifying transaction. 

See “Risks Associated with the Transaction” in this Circular and “Risk Factors” in the Prospectus attached as 
Appendix “D” to the Circular. 

Qualifying Transaction Fair Market Value Threshold 

Under the NEO Exchange rules, the businesses or assets acquired as part of a qualifying transaction must have a fair 
market value equal to at least 80% of the funds held in the Escrow Account (excluding the deferred underwriting 
commissions and taxes payable on interest and other amounts earned on the funds in the Escrow Account). This 



 

18 

 

must be satisfied at the time of the execution of the definitive agreement(s) for the qualifying transaction. As of the 
date of the execution of the Definitive Agreements, the balance of the funds in the Escrow Account was 
approximately C$131,272,994 (excluding approximately C$4,716,250 million of deferred underwriting 
commissions and taxes payable on the amounts earned) and 80% thereof represents approximately C$105,018,395 
million. In reaching its conclusion that the Transaction meets the 80% test, the CSAC Board looked at the aggregate 
transaction value of up to $241 million for the combined businesses of the Target Businesses. In determining 
whether the transaction value described above represents the fair market value of the businesses and assets being 
acquired, the CSAC Board considered the factors described above and the fact that the purchase price for the 
businesses and assets being acquired was the result of arm’s length negotiations and based upon the Target 
Businesses’ combined expected 2019 Adjusted EBITDA (as such term is defined in the Prospectus attached as 
Exhibit “D” to this Circular) of $95 million, which represents a 2.5x enterprise value / 2019 projected Adjusted 
EBITDA, an attractive multiple relative to the Target Businesses’ relevant peer group. As a result, the CSAC Board 
concluded that the fair market value of the businesses and assets being acquired was significantly in excess of the 
80% requirement. In light of the financial background and experience of the members of the Corporation’s 
management team and the CSAC Board, the CSAC Board believes that the members of its management team and 
the CSAC Board are qualified to make such determination. See “The Business of CSAC – Definition and 
Reconciliation of Non-IFRS Measures” in the Prospectus attached as Appendix “D” of the Circular for a definition 
and reconciliation of certain of the foregoing non-IFRS measures to their most directly comparable measures 
calculated in accordance with IFRS.   

Transaction Steps 

The following summarizes the steps which will occur under the terms of the Transaction on the Effective Date and 
at the Effective Time, if all conditions of the Transaction have been satisfied or waived. The following description is 
a summary of the principal steps of the Transaction and is qualified in its entirety by reference to the full text of each 
of the Definitive Agreements, which are available on SEDAR under the Corporation’s profile at www.sedar.com:  

At the Effective Time, among other things: 

(f) any CSAC Class A Restricted Voting Shares held by a registered CSAC Shareholder who duly 
exercised his, her or its redemption rights in accordance with the articles of CSAC shall be 
redeemed by CSAC effective immediately prior to the Effective Time, and, upon receipt by each 
such CSAC Shareholder of the redemption amount for their CSAC Class A Restricted Voting 
Shares in accordance with the constating documents of CSAC, as amended, each such redeeming 
CSAC Shareholder shall cease to have any rights as a registered CSAC Shareholder, and such 
CSAC Class A Restricted Voting Shares shall be cancelled and cease to be outstanding; 

(g) CSAC’s articles will be amended pursuant to the Amendment, resulting in 

(i) the creation of the Conversion Right in favour of the holders of CSAC Class B Shares 
existing immediately prior to the Amendment, allowing each CSAC Class B Share held 
legally and/or beneficially by a CSAC Shareholder outstanding immediately prior to the 
Amendment to be converted into one Multiple Voting Share; 

(ii) the conversion of each CSAC Class A Restricted Voting Share held legally and/or 
beneficially by a non-redeeming CSAC Shareholder and each non-converted CSAC Class 
B Share held legally and/or beneficially by a CSAC Shareholder outstanding immediately 
prior to the Amendment into one Subordinate Voting Share (subject to the exercise of the 
Dissent Right); 

(h) CSAC will, if it is approved by the registered CSAC Shareholders, adopt the Equity Incentive 
Plan; 

(i) the acquisitions of LivFree, Washoe, Canopy, Sira and Cannapunch are expected to occur; and 

http://www.sedar.com/


 

19 

 

(j) CSAC will continue from the OBCA to the BCBCA and change its name from “Cannabis 
Strategies Acquisition Corp.” to “CSAC Cannabis Strategies Acquisition Corp.” (or such other 
name as may be selected by the board of directors of CSAC prior to the Continuance). 

CSAC Founders 

On the closing of CSAC’s IPO, the CSAC Founders entered into the transfer restrictions agreement and undertaking 
(the “Transfer Restrictions Agreement and Undertaking”) in favour of the Corporation and the co-lead 
underwriters for the IPO of CSAC pursuant to which each CSAC Founder agreed to certain forfeiture and transfer 
restrictions in respect of their aggregate CSAC Founders’ Shares (which were acquired for nominal consideration) 
and the 3,434,297 Multiple Voting Shares into which such Founders’ Shares are to convert at the Effective Time.  

Pursuant to the Transfer Restrictions Agreement and Undertaking, the CSAC Founders agreed not to transfer any of 
their CSAC Founders’ Shares until the earlier of: (i) one year following the Effective Time, and (ii) the date on 
which the closing share price of the Subordinate Voting Shares equals or exceeds $12.00 per share (as adjusted for 
share splits, share capitalizations, reorganizations, Extraordinary Dividends, reorganizations and recapitalizations 
and the like) for any 20 trading days within a 30-trading day period at any time following the Effective Time, 
subject to applicable securities laws and NEO Exchange rules. Any Subordinate Voting Shares resulting from CSAC 
Class A Restricted Voting Shares held by the CSAC Founders are not subject to the forfeiture or transfer restrictions 
set out in the Transfer Restrictions Agreement and Undertaking. 

CSAC Shareholder Approval of the Transaction 

The Transaction Resolution will be required to be approved by: (i) a special resolution of the holders of CSAC Class 
A Restricted Voting Shares; (ii) a special resolution of the holders of CSAC Class B Shares (which has already been 
obtained); (iii) an ordinary resolution of the minority holders of CSAC Class A Restricted Voting Shares (i.e., other 
than those held by holders of CSAC Class B Shares and other persons not permitted to vote thereon under OSC Rule 
56-501); (iv) an ordinary resolution of all CSAC Shareholders, voting together as if they were a single class of 
shares; and (v) a special resolution of all CSAC Shareholders, voting together as if they were a single class. As 
noted above, the Transaction Resolution will be used to approve a “restricted security reorganization” pursuant to NI 
41-101 and OSC Rule 56-501, which requires that a restricted security reorganization receive prior majority 
approval of the holders of CSAC Class A Restricted Voting Shares in accordance with applicable law, excluding 
any votes attaching to CSAC Class A Restricted Voting Shares held, directly or indirectly, by affiliates of CSAC or 
control persons of CSAC or holders of CSAC Class A Restricted Voting Shares that are also holders of CSAC Class 
B Shares. Mercer, CSAC’s sponsor and a CSAC Founder, is an affiliate or control person of CSAC, and therefore 
any CSAC Class A Restricted Voting Shares held by Mercer will be excluded from voting in the class vote of the 
CSAC Class A Restricted Voting Shares in respect of the Transaction Resolution under NI 41-101 and OSC Rule 
56-501. Any CSAC Class A Restricted Voting Shares of Kamaldeep Thindal and Charles Miles, the other CSAC 
Founders, will also be excluded from voting in the class vote of the CSAC Class A Restricted Voting Shares on the 
Transaction Resolution. The Transaction Resolution will be in the form set forth in Appendix “A” of this Circular. 

The Equity Incentive Plan Resolution will be required to be approved by an ordinary resolution of the holders of (i) 
the CSAC Class A Restricted Voting Shares, and (ii) the CSAC Class B Shares, voting together as if they were a 
single class of shares. The Equity Incentive Plan Resolution will be substantially in the form set forth in Appendix 
“B” of this Circular. 

A quorum will be present at the Shareholders’ Meeting if at least two registered or beneficial CSAC Shareholders 
holding at least 25% of the CSAC Shares entitled to vote at the Shareholders’ Meeting are present or represented by 
proxy. 
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Post-Transaction Structure 

Please refer to “Corporate Structure – Cannabis Strategies Acquisition Corp.” in the Prospectus attached as 
Appendix “D” to this Circular for the proposed corporate structure of CSAC following completion of the 
Transaction. 

Interests of Certain Persons in the Transaction 

In considering the recommendation of the CSAC Board with respect to the Transaction, CSAC Shareholders should 
be aware that Mercer, which is controlled by Jonathan Sandelman, the Chairman of the CSAC Board, has certain 
interests in connection with the Transaction that may be different from those of CSAC Shareholders generally in 
connection with the Transaction. The CSAC Board is aware of these interests and considered them along with the 
other matters described under the heading “The Transaction – Background to the Transaction”. For details on such 
interest, see “Interest of Certain Persons in Matters to be Acted Upon”. 

Directors 

Upon completion of the Transaction, the directors of CSAC are expected to hold, directly or indirectly, in the 
aggregate, 3,696,485 Multiple Voting Shares, 9,000 Subordinate Voting Shares, 2,894,058 CSAC Warrants, 
262,188 CSAC Rights and 2,525,047 Exchangeable Shares. 

The following table sets out the number of Multiple Voting Shares, Subordinate Voting Shares, CSAC Warrants and 
CSAC Rights expected to be beneficially owned by, or for which control or direction is exercised by, the directors of 
CSAC as of the Effective Date (assuming all of the CSAC Founders exercise the Conversion Right). 

Name Multiple 
Voting Shares 

Subordinate 
Voting Shares 

CSAC 
Warrants CSAC Rights Exchangeable 

Shares 
Jonathan 
Sandelman(1) 

3,677,625 0 2,894,058 262,188 0 

Mark Smith(1) 0 0 0 0 0 

Kamaldeep 
Thindal(2) 

9,430 0 0 0 0 

Charles Miles(2) 9,430 9,000 0 0 0 

Christopher 
Burggraeve(2) 

0 0 0 0 0 

Louis Karger(3) 0 0 0 0 339,408 

Mark Pitchford(4) 0 0 0 0 101,272 

Steve Menzies(5) 0 0 0 0 2,084,367 

Total 3,696,485 9,000 2,894,058 262,188 2,525,047 

 
Notes: 

(1) Jonathan Sandelman and Mark Smith are not considered independent for the purposes of NI 58-101 because (i) they will be part of 
management of CSAC, and (ii) they were, prior to the Effective Date, executive officers of CSAC. 

(2) Independent director. 
(3) Louis Karger may not be considered independent for the purposes of NI 58-101 because, among other things, he was, prior to the 

Effective Date, an employee of Sira. 
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(4) Mark Pitchford may not be considered independent for the purposes of NI 58-101 because, among other things, he was, prior to the 
Effective Date, an employee of each of Washoe and Canopy. 

(5) Steve Menzies may not be considered independent for the purposes of NI 58-101 because, among other things, he was, prior to the 
Effective Date, an employee of LivFree. 

Executive Officers 

Upon completion of the Transaction, the executive officers of CSAC are expected to hold, in the aggregate, 
3,677,625 Multiple Voting Shares, 0 Subordinate Voting Shares, 2,894,058 CSAC Warrants, 262,188 CSAC Rights 
and 0 Exchangeable Shares (assuming all of the CSAC Founders exercise the Conversion Right). 

The following table sets out the number of Multiple Voting Shares and Subordinate Voting Shares expected to be 
beneficially owned by, or for which control or direction is exercised by, the executive officers of CSAC as of the 
Effective Date.  

Name Multiple 
Voting Shares 

Subordinate 
Voting Shares 

CSAC 
Warrants CSAC Rights Exchangeable 

Shares 
Jonathan 
Sandelman  

3,677,625 0 2,894,058 262,188 0 

Mark Smith 0 0 0 0 0 

Carmelo Marrelli  0 0 0 0 0 

Jennifer Drake 0 0 0 0 0 

Total 3,677,625 0 2,894,058 262,188 0 

 
Notes: 

(1) The securities attributed to Mr. Sandelman in the foregoing table include securities held by Mercer, over which Mr. Sandelman 
exercises direction or control. 

(2) Mr. Smith has a <10% interest in Mercer. The securities held by Mercer are not attributed to Mr. Smith in the foregoing table. 

PROCEDURE FOR THE EXCHANGE OF CSAC SHARES 

If the Transaction is completed, CDS is expected to affect a share exchange of the non-redeemed Class A Restricted 
Voting Shares for the Subordinate Voting Shares. Beneficial owners of Class A Restricted Voting Shares are not 
required to take any further action to receive the Subordinate Voting Shares which they are entitled to receive.  

The return of the certificate or certificates representing CSAC Shares and all additional documents as the 
Corporation may reasonably require, will enable each registered holder of CSAC Shares to obtain the Multiple 
Voting Shares or Subordinate Voting Shares into which such CSAC Shares convert. 

REDEMPTION RIGHTS 

Registered holders of CSAC Class A Restricted Voting Shares have a redemption right. 

Registered holders of CSAC Class A Restricted Voting Shares can elect to redeem all or a portion of their 
Class A Restricted Voting Shares, provided that they deposit (and do not validly withdraw) their CSAC Class 
A Restricted Voting Shares for redemption prior to the Redemption Deposit Deadline and, subject to 
applicable law, upon the closing of the Transaction, for an amount per CSAC Class A Restricted Voting 
Share, payable in cash, equal to the pro-rata portion, per CSAC Class A Restricted Voting Share, of (A) the 
escrowed funds available in the Escrow Account at the time of the Shareholders’ Meeting, including interest 
and other amounts earned thereon;  less (B) an amount equal to the total of (i) applicable taxes payable by 
CSAC on such interest and other amounts earned in the Escrow Account, and (ii) actual and expected direct 
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expenses related to the redemption, each as reasonably determined by CSAC; for greater certainty, such 
amount will not be reduced by the amount of any tax of CSAC under Part VI.1 of the Tax Act or the deferred 
underwriting commission per CSAC Class A Restricted Voting Share held in the Escrow Account. The 
redemption price per CSAC Class A Restricted Voting Share is expected to be approximately C$10.05, 
assuming a redemption date of March 11, 2019. Registered holders of CSAC Class A Restricted Voting 
Shares may elect to redeem their CSAC Class A Restricted Voting Shares irrespective of whether they vote 
for or against, or do not vote on, the Transaction. Participants through CDS may have earlier deadlines for 
accepting deposits of CSAC Class A Restricted Voting Shares pursuant to the redemption right. If a CDS 
participant’s deadline is not met by a holder of CSAC Class A Restricted Voting Shares, such holder’s CSAC 
Class A Restricted Voting Shares may not be eligible for redemption. 

Following the redemption, each of the remaining CSAC Class A Restricted Voting Shares will be automatically 
converted immediately following closing of the Transaction into one Subordinate Voting Share, and the residual 
Escrow Account balance would be available to the Corporation to pay tax liabilities on amounts earned on the 
escrowed funds, to pay the underwriters their deferred underwriting commissions in connection with the 
Corporation’s IPO, and to otherwise use at its discretion. 

Notwithstanding the foregoing redemption right, no registered holder of CSAC Class A Restricted Voting 
Shares, together with any affiliate of such holder or any other person with whom such holder or affiliate is 
acting jointly or in concert, is permitted to redeem more than an aggregate of 15% of the number of issued 
and outstanding CSAC Class A Restricted Voting Shares. 

A non-registered holder of CSAC Class A Restricted Voting Shares who desires to exercise its redemption rights in 
connection with the CSAC articles must do so by causing a participant (a “CDS Participant”) in the depository, 
trading, clearing and settlement systems administered by CDS to deliver to CDS (at its office in the City of Toronto) 
on behalf of the owner a written notice (a “Redemption Notice”) of the owner’s intention to redeem CSAC Class A 
Restricted Voting Shares in connection with the CSAC articles. A non-registered holder of CSAC Class A 
Restricted Voting Shares who desires to redeem CSAC Class A Restricted Voting Shares should ensure that the 
CDS Participant is provided with notice of his or her intention to exercise his or her redemption privilege 
sufficiently in advance of the notice date described above so as to permit the CDS Participant to deliver notice to 
CDS and so as to permit CDS to deliver notice to the Corporation’s transfer agent in advance of the required time. 
The form of Redemption Notice will be available from a CDS Participant or the Corporation’s transfer agent. 

By causing a CDS Participant to deliver to CDS a notice of the owner’s intention to redeem CSAC Class A 
Restricted Voting Shares, an owner shall be deemed to have irrevocably surrendered his, her or its CSAC Class A 
Restricted Voting Shares for redemption (conditional on closing occurring) and appointed such CDS Participant to 
act as his, her or its exclusive settlement agent with respect to the exercise of the redemption right and the receipt of 
payment in connection with the settlement of obligations arising from such exercise. 

Any Redemption Notice delivered by a CDS Participant regarding an owner’s intent to redeem which CDS 
determines to be incomplete, not in proper form or not duly executed shall for all purposes be void and of no effect 
and the redemption right to which it relates shall be considered for all purposes not to have been exercised. A failure 
by a CDS Participant to exercise redemption rights or to give effect to the settlement thereof in accordance with the 
owner’s instructions will not give rise to any obligations or liability on the part of the Corporation to the CDS 
Participant or to the owner.  

Given that the market price of the currently trading CSAC Class A Restricted Voting Shares is, at the date of 
the mailing of the Circular, substantially in excess of the expected redemption price of C$10.05 per CSAC 
Class A Restricted Voting Share, any exercise of the foregoing redemption rights should be very carefully 
considered.  

If the deadline for depositing CSAC Class A Restricted Voting Shares held through an intermediary is not met by a 
holder of CSAC Class A Restricted Voting Shares, such holder’s CSAC Class A Restricted Voting Shares may not 
be eligible for redemption. 
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RIGHT TO DISSENT 

Section 185 of the OBCA provides registered shareholders of a corporation with the right to dissent from certain 
resolutions that effect extraordinary corporate transactions or fundamental corporate changes.  
 
Registered CSAC Shareholders have been provided with the right to dissent in respect of the Transaction Resolution 
in in the manner provided in section 185 of the OBCA (the “Dissent Rights”). However, given the presence of the 
redemption rights attached to the CSAC Class A Restricted Voting Shares, which are substantially simpler 
than the Dissent Rights procedurally, it is NOT recommended that CSAC Shareholders exercise the Dissent 
Rights in connection with the Transaction Resolution without very careful consideration. In addition, Given 
that the market price of the currently trading CSAC Class A Restricted Voting Shares is, at the date of the 
mailing of the Circular, substantially in excess of the expected redemption price of C$10.05 per CSAC Class 
A Restricted Voting Share, any exercise of either the redemption rights attached to the CSAC Class A 
Restricted Voting Shares or the Dissent Rights should be very carefully considered.  

The following summary is qualified in its entirety by the provisions of section 185 of the OBCA, which is attached 
as Appendix “F” to this Circular. 

Any registered CSAC Shareholder who validly exercises Dissent Rights (a “Dissenting Shareholder”), may be 
entitled, in the event the Transaction Resolution becomes effective, and the Transaction closes, to be paid by the 
Corporation the fair value of the CSAC Shares held by such Dissenting Shareholder, which fair value, 
notwithstanding anything to the contrary contained in Part XIV of the OBCA, shall be determined as of the close of 
business on the day before the Transaction Resolution was adopted. A Dissenting Shareholder will not be entitled to 
any other payment or consideration. 

Section 185 of the OBCA provides that a Dissenting Shareholder may only make a claim under that section with 
respect to all of the CSAC Shares held by the Dissenting Shareholder on behalf of any one beneficial owner and 
registered in the Dissenting Shareholder’s name. One consequence of this provision is that a registered CSAC 
Shareholder may exercise the Dissent Rights only in respect of CSAC Shares that are registered in that CSAC 
Shareholder’s name. 

In many cases, CSAC Shares beneficially owned by a CSAC Shareholder are registered either: (a) in the name of an 
intermediary, or (b) in the name of a clearing agency (such as CDS) of which the intermediary is a participant. 
Accordingly, a beneficial holder of CSAC Shares will not be entitled to exercise its Dissent Rights directly (unless 
the CSAC Shares are re-registered in the beneficial holder’s name). A beneficial holder of CSAC Shares who wishes 
to exercise Dissent Rights should immediately contact the intermediary with whom such holder deals in respect of 
its CSAC Shares and either: (i) instruct the intermediary to exercise the Dissent Rights on the beneficial holder’s 
behalf (which, if the CSAC Shares are registered in the name of CDS Clearing and Depositary Services Inc. or other 
clearing agency, may require that such CSAC Shares first be re-registered in the name of the intermediary), or (ii) 
instruct the intermediary to re-register such CSAC Shares in the name of the beneficial holder, in which case the 
beneficial holder would be able to exercise the Dissent Rights directly. 

A registered CSAC Shareholder who wishes to dissent must provide a written notice of dissent (the “Dissent 
Notice”) to the Corporation at registered offices of CSAC at 590 Madison Avenue, 26th Floor, New York, 
New York, 10022, Attention: Jonathan Sandelman, to be received no later than the time of the Shareholders’ 
Meeting. Failure to properly exercise Dissent Rights may result in the loss or unavailability of the right to 
dissent.  

The filing of a Dissent Notice does not deprive a registered CSAC Shareholder of the right to vote at the 
Shareholders’ Meeting. No registered CSAC Shareholder who has voted FOR the Transaction Resolution shall be 
entitled to exercise Dissent Rights with respect to its CSAC Shares. A vote against the Transaction Resolution, an 
abstention from voting, or a proxy submitted instructing a proxyholder to vote against the Transaction Resolution 
does not constitute a Dissent Notice, but a registered CSAC Shareholder need not vote its CSAC Shares against the 
Transaction Resolution in order to dissent. Similarly, the revocation of a proxy conferring authority on the 
proxyholder to vote FOR the Transaction Resolution does not constitute a Dissent Notice. However, any proxy 
granted by a registered CSAC Shareholder who intends to dissent, other than a proxy that instructs the proxyholder 
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to vote against the Transaction Resolution should be validly revoked in order to prevent the proxyholder from voting 
such CSAC Shares in favour of the Transaction Resolution and thereby causing the registered CSAC Shareholder to 
forfeit its Dissent Rights.     

Within ten days after the CSAC Shareholders adopt the Transaction Resolution, the Corporation is required to notify 
each Dissenting Shareholder that the Transaction Resolution has been adopted. Such notice is not required to be sent 
to any CSAC Shareholder who voted FOR the Transaction Resolution or who has withdrawn its Dissent Notice. 

A Dissenting Shareholder who has not withdrawn its Dissent Notice prior to the Shareholders’ Meeting must then, 
within twenty days after receipt of notice that Transaction Resolution has been adopted, or if the Dissenting 
Shareholder does not receive such notice, within twenty days after learning that Transaction Resolution has been 
adopted, send to the Corporation, care of the Transfer Agent at its Calgary office located at 350 – 300 5th Avenue 
SW, Calgary, Alberta  T2P 3C4, a written notice containing his or her name and address, the number of CSAC 
Shares in respect of which such CSAC Shareholder dissents (the “Dissenting Shares”), and a demand for payment 
of the fair value of such CSAC Shares (the “Demand for Payment”). Within thirty days after sending a Demand for 
Payment, the Dissenting Shareholder must send to the Corporation, care of the Transfer Agent, certificates 
representing the CSAC Shares in respect of which such CSAC Shareholder dissents. The Corporation will or will 
cause the Transfer Agent to endorse on the applicable CSAC Share certificates received from a Dissenting 
Shareholder a notice that the holder is a Dissenting Shareholder and will forthwith return such CSAC Share 
certificates to the Dissenting Shareholder.     

Failure to strictly comply with the requirements set forth in section 185 of the OBCA may result in the loss of any 
right to dissent.   

After sending a Demand for Payment, a Dissenting Shareholder ceases to have any rights as a CSAC Shareholder in 
respect of its Dissenting Shares other than the right to be paid the fair value of the Dissenting Shares held by such 
Dissenting Shareholder, except where: (i) the Dissenting Shareholder withdraws its Dissent Notice before the 
Corporation makes an offer to pay (an “Offer to Pay”), or (ii) the Corporation fails to make an Offer to Pay and the 
Dissenting Shareholder withdraws the Demand for Payment, in which case the Dissenting Shareholder’s rights as 
CSAC Shareholder will be reinstated as of the date of the Demand for Payment. 

The Corporation is required, not later than seven days after the later of the date on which Transaction Resolution is 
passed or the date on which a Demand for Payment is received from a Dissenting Shareholder, to send to each 
Dissenting Shareholder who has sent a Demand for Payment an Offer to Pay for its Dissenting Shares in an amount 
considered by the CSAC Board to be the fair value of the CSAC Shares, accompanied by a statement showing the 
manner in which the fair value was determined. Every Offer to Pay for CSAC Shares of the same class must be on 
the same terms. CSAC must pay for the Dissenting Shares of a Dissenting Shareholder within ten days after an Offer 
to Pay has been accepted by a Dissenting Shareholder, but any such offer lapses if the Corporation does not receive 
an acceptance within thirty days after the Offer to Pay has been made.     

If the Corporation fails to make an Offer to Pay for Dissenting Shares, or if a Dissenting Shareholder fails to accept 
an Offer to Pay that has been made, the Corporation may, within fifty days after the date on which Transaction 
Resolution is passed or within such further period as a court may allow, apply to a court to fix a fair value for the 
Dissenting Shares. If the Corporation fails to apply to a court, a Dissenting Shareholder may apply to a court for the 
same purpose within a further period of twenty days or within such further period as a court may allow. A 
Dissenting Shareholder is not required to give security for costs in such an application.     

If the Corporation or a Dissenting Shareholder makes an application to court, CSAC will be required to notify each 
affected Dissenting Shareholder of the date, place and consequences of the application and of its right to appear and 
be heard in person or by counsel. Upon an application to a court, all Dissenting Shareholders who have not accepted 
an Offer to Pay will be joined as parties and be bound by the decision of the court. Upon any such application to a 
court, the court may determine whether any person is a Dissenting Shareholder who should be joined as a party, and 
the court will then fix a fair value for the Dissenting Shares of all Dissenting Shareholders. The final order of a court 
will be rendered against CSAC in favour of each Dissenting Shareholder for the amount of the fair value of its 
Dissenting Shares as fixed by the court. The court may, in its discretion, allow a reasonable rate of interest on the 
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amount payable to each Dissenting Shareholder from the date on which the Transaction Resolution was passed until 
the date of payment.      

The foregoing is only a summary of the provisions of the OBCA regarding the rights of Dissenting Shareholders, 
which are technical and complex. CSAC Shareholders are urged to review a complete copy of section 185 of the 
OBCA, attached hereto as Appendix “F”, and those CSAC Shareholders who wish to exercise Dissent Rights are 
also advised to seek legal advice, as failure to comply strictly with the provisions of the OBCA may result in the loss 
or unavailability of their Dissent Rights. 

Given the presence of the redemption rights attached to the CSAC Class A Restricted Voting Shares, which 
are substantially simpler than the Dissent Rights procedurally, it is NOT recommended that CSAC 
Shareholders exercise the Dissent Rights without very careful consideration.  In addition, Given that the 
market price of the currently trading CSAC Class A Restricted Voting Shares is, at the date of the mailing of 
the Circular, substantially in excess of the expected redemption price of C$10.05 per CSAC Class A 
Restricted Voting Share, any exercise of either the redemption rights or the Dissent Rights should be very 
carefully considered.  

EQUITY INCENTIVE PLAN 

Conditional upon the approval of the Transaction Resolution, registered CSAC Shareholders will be asked to 
consider and, if thought advisable, pass an ordinary resolution authorizing the adoption by CSAC of the Equity 
Incentive Plan substantially in the form set forth in Appendix “C” of this Circular authorizing the grant of rights to 
acquire up to 5,100,000 Subordinate Voting Shares thereunder. The Equity Incentive Plan Resolution will be in the 
form set forth in Appendix “B” of this Circular. 

Unless otherwise directed in properly completed forms of proxy, it is the intention of individuals named in the 
accompanying form of proxy to vote FOR the Equity Incentive Plan Resolution. The CSAC Board has 
approved the Equity Incentive Plan and recommends that the CSAC Shareholders vote FOR the Equity 
Incentive Plan Resolution. 

SUMMARY PRO FORMA CONSOLIDATED FINANCIAL INFORMATION 

Unaudited pro forma financial statements of CSAC, after giving effect to the Transaction, as of and for the nine 
months and the year ended September 30, 2018, together with the notes thereto, are contained in the Prospectus 
attached to this Circular as Appendix “D”. 

STOCK EXCHANGE LISTINGS 

The Corporation is a reporting issuer in each of the provinces and territories of Canada, other than Quebec, and the 
Class A Restricted Voting Shares, CSAC Warrants and CSAC Rights currently trade on the NEO Exchange under 
symbols “CSA.A”, “CSA.WT” and “CSA.RT”, respectively. It is a condition of closing of the Transaction that the 
Subordinate Voting Shares be listed and posted for trading on the NEO Exchange. 

The NEO Exchange has conditionally approved the listing of the Subordinate Voting Shares, the Warrants and the 
Rights, under the symbols “CSA.A”, “CSA.WT” and “CSA.RT”, respectively. 

CANADIAN SECURITIES LAW MATTERS 

The distribution of the Subordinate Shares pursuant to CSAC’s articles, as amended in connection with the 
transaction contemplated herein, will constitute a distribution of securities which is exempt from the prospectus 
requirements of Canadian securities legislation and is exempt from or otherwise is not subject to the registration 
requirements under applicable securities laws. The Subordinate Voting Shares received by holders of non-redeemed 
CSAC Shareholders pursuant to the Amended Articles, in connection with the completion of the Transaction will 
not be legended and may be resold through registered dealers in each of the provinces and territories of Canada 
provided that: (i) the trade is not a “control distribution” as defined in National Instrument 45-102 — Resale of 



 

26 

 

Securities of the Canadian Securities Administrators, (ii) no unusual effort is made to prepare the market or to create 
a demand for the Subordinate Voting Shares, (iii) no extraordinary commission or consideration is paid to a person 
in respect of such sale, and (iv) if the selling Shareholder is an insider or officer of CSAC, the selling Shareholder 
has no reasonable grounds to believe that CSAC is in default of applicable Canadian securities laws.  

UNITED STATES SECURITIES LAWS MATTERS 

The issuance of Multiple Voting Shares and Subordinate Voting Shares pursuant to the Transaction in the United 
States (collectively, the “3(a)(9) Transactions”), have not been and will not be registered under the U.S. Securities 
Act or any state securities laws, and such 3(a)(9) Transactions will be effected in reliance upon the exemption from 
the registration requirements of the U.S. Securities Act set forth in Section 3(a)(9) thereof.  Section 3(a)(9) of the 
U.S. Securities Act provides for an exemption from the registration requirements of the U.S. Securities Act for any 
security exchanged by the issuer with its existing security holders exclusively where no commission or other 
remuneration is paid or given directly or indirectly for soliciting such exchange.     

The securities to be issued in the 3(a)(9) Transactions have not been and will not be registered under the U.S. 
Securities Act or any state securities laws. Accordingly, such securities may not be offered or sold within the United 
States or to, or for the account or benefit of, a U.S. Person (as such term is defined in Regulation S under the U.S. 
Securities Act), except in transactions exempt from the registration requirements of the U.S. Securities Act and 
applicable state securities laws. Securities that are issued in the United States or to, or for the account or benefit of, a 
U.S. Person will be restricted securities within the meaning of Rule 144(a)(3) of the U.S. Securities Act and the 
Multiple Voting Shares will contain a restriction or legend to the effect that such securities have not been registered 
under the U.S. Securities Act and may only be offered, sold or otherwise transferred pursuant to certain exemptions 
from the registration requirements of the U.S. Securities Act. 

CSAC Shareholders should be aware that the Transaction described in this Circular may have tax consequences in 
both the United States and Canada. CSAC Shareholders who are resident in, or citizens of, the United States are 
advised to consult their own tax advisors to determine the particular United States tax consequences to them of the 
Transaction in light of their particular situation, as well as any tax consequences that may arise under the laws of any 
other relevant foreign, state, local, or other taxing jurisdiction.   

The enforcement by investors of civil liabilities under the United States federal and state securities laws may be 
affected adversely by the fact that CSAC is incorporated or organized under the laws of a jurisdiction other than the 
United States, that some of its officers and directors are and will be residents of countries other than the United 
States, that some or all of the experts named in this Circular may be residents of countries other than the United 
States. As a result, it may be difficult or impossible for CSAC Shareholders resident in the United States to effect 
service of process within the United States upon CSAC, some of its officers or directors or the experts named herein, 
or to realize against them, upon judgments of courts of the United States predicated upon civil liabilities under the 
federal securities laws of the United States or “blue sky” laws of any state within the United States. In addition, 
CSAC Shareholders resident in the United States should not assume that the courts of Canada: (a) would enforce 
judgments of United States courts obtained in actions against such persons predicated upon civil liabilities under the 
federal securities laws of the United States or “blue sky” laws of any state within the United States; or (b) would 
enforce, in original actions, liabilities against such persons predicated upon civil liabilities under the federal 
securities laws of the United States or “blue sky” laws of any state within the United States. 

THE TRANSACTION AND THE SECURITIES TO BE ISSUED IN CONNECTION THEREWITH HAVE 
NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND 
EXCHANGE COMMISSION OR THE SECURITIES REGULATORY AUTHORITY OF ANY STATE OF 
THE UNITED STATES, NOR HAS THE UNITED STATES SECURITIES AND EXCHANGE 
COMMISSION OR ANY SUCH STATE SECURITIES REGULATORY AUTHORITY PASSED UPON 
THE FAIRNESS OR MERITS OF THE TRANSACTION OR UPON THE ACCURACY OR ADEQUACY 
OF THIS CIRCULAR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.  
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CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

The following is, as of the date hereof, a summary of the principal Canadian federal income tax considerations in 
respect of the Transaction that will be generally applicable to (i) a holder of CSAC Class A Restricted Voting Shares 
whose CSAC Class A Restricted Voting Shares are redeemed by the Corporation, (ii) a holder of CSAC Class A 
Restricted Voting Shares who acquires Subordinate Voting Shares in connection with the Transaction, (iii) a holder 
of CSAC Warrants, and (iv) a holder of CSAC Rights (each, a “Holder”). This summary is applicable to a Holder 
who, at all relevant times, for the purposes of the Tax Act, deals at arm’s length and is not affiliated with the 
Corporation or the Target Businesses and holds or will hold, as applicable, Class A Restricted Voting Shares, 
Subordinate Voting Shares, CSAC Warrants, and CSAC Rights (collectively, the “Relevant Securities”) as capital 
property at all relevant times. Generally, the Relevant Securities will be considered to be capital property to a Holder 
provided the Holder does not hold the Relevant Securities in the course of carrying on a business of trading or 
dealing in securities and has not acquired them in one or more transactions considered to be an adventure or concern 
in the nature of trade. 

This summary is not applicable to a Holder (i) that is a “financial institution” as defined in the Tax Act for the 
purpose of the “mark-to-market” rules, (ii) that is a “specified financial institution” as defined in the Tax Act, (iii) 
that has elected to report its Canadian tax results in a currency other than Canadian currency, (iv) an interest in 
which is a “tax shelter investment” as defined in the Tax Act, (v) that has entered or will enter into a “derivative 
forward agreement”, as such term is defined in the Tax Act, in respect of any of the Relevant Securities, or (vi) that 
is a CSAC Founder or Mercer.  Any such Holder should consult its own tax advisors with respect to the 
consequences of the Transaction.   

This summary does not address the possible application of the “foreign affiliate dumping” rules in section 212.3 of 
the Tax Act to a Holder that (i) is a corporation resident in Canada and (ii) is or becomes (or does not deal at arm’s 
length for purposes of the Tax Act with a corporation resident in Canada that is or becomes), as part of a transaction 
or event or series of transactions or events that includes the acquisition of a Relevant Security, controlled by a non-
resident corporation for purposes of such rules. Such Holders should consult their own tax advisors with respect to 
the possible application of these rules. 

This summary is based on the current provisions of the Tax Act, the current published administrative policies and 
assessing practices of the Canada Revenue Agency, and all specific proposals to amend the Tax Act publicly 
announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof (the “Tax Proposals”). This 
summary assumes that the Tax Proposals will be enacted as proposed. There can be no assurance that the Tax 
Proposals will be enacted in their current form, or at all. This summary does not otherwise take into account or 
anticipate any changes in law, whether by legislative, governmental or judicial action, nor does it take into account 
other federal, provincial, territorial or foreign income tax legislation or considerations. 

This summary is not exhaustive of all possible Canadian federal income tax considerations applicable to a Holder as 
a result of the Transaction. Moreover, the income and other tax consequences of the Transaction will vary depending 
on the Holder’s particular circumstances including the province or provinces in which the Holder resides or carries 
on business. Accordingly, this summary is of a general nature only and is not intended to be legal or tax advice to 
any Holder. Holders should consult their own tax advisors for advice with respect to the income tax consequences of 
the Transaction in their particular circumstances. 

Taxation of Holders Resident in Canada 

The following portion of the summary applies to a Holder who, for the purposes of the Tax Act and any applicable 
income tax treaty or convention, is resident in Canada (a “Resident Holder”). 

Certain Resident Holders who might not otherwise be considered to hold their CSAC Class A Restricted Voting 
Shares or Subordinate Voting Shares as capital property may, in certain circumstances, be entitled to have such 
shares, and all other “Canadian securities” owned or subsequently owned by such Resident Holder, treated as capital 
property by making an irrevocable election in accordance with the Tax Act. Resident Holders should consult their 
own tax advisors to determine whether an election is available and advisable in their particular circumstances. 
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Considerations Applicable to Resident Holders who Elect to Redeem their CSAC Class A Restricted Voting Shares 

Deemed Dividend 

Resident Holders who elect to deposit their CSAC Class A Restricted Voting Shares for redemption and whose 
CSAC Class A Restricted Voting Shares are redeemed by the Corporation will be deemed to have received a 
dividend equal to the amount, if any, by which the aggregate CSAC Class A Restricted Voting Share redemption 
price paid to such Resident Holder exceeds the aggregate of the paid-up capital (as determined for purposes of the 
Tax Act) of such Resident Holder’s CSAC Class A Restricted Voting Shares that are redeemed by the Corporation. 
The amount of any deemed dividend will not be included in computing the Resident Holder’s proceeds of 
disposition for purposes of computing the capital gain or capital loss arising on the disposition of such CSAC Class 
A Restricted Voting Shares. In the case of a corporate Resident Holder, it is possible that in certain circumstances all 
or part of any such deemed dividend may be treated as proceeds of disposition and not as a dividend.   

A Resident Holder that is a “private corporation” or a “subject corporation”, as defined in the Tax Act, will 
generally be liable to pay a refundable tax under Part IV of the Tax Act on any dividend deemed to be received on 
the CSAC Class A Restricted Voting Shares to the extent such dividend is deductible in computing the Resident 
Holder’s taxable income for the year. A “subject corporation” is generally a corporation controlled directly or 
indirectly by or for the benefit of an individual (other than a trust) or a related group of individuals (other than 
trusts). 

The CSAC Class A Restricted Voting Shares are “short-term preferred shares” and “taxable preferred shares”, each 
as defined in the Tax Act, and as a result, Resident Holders will not be subject to tax under Part IV.1 of the Tax Act 
on any dividend deemed to be received on the CSAC Class A Restricted Voting Shares. 

Capital Gain or Loss 

A Resident Holder will be considered to have disposed of such CSAC Class A Restricted Voting Shares for 
proceeds of disposition equal to the aggregate CSAC Class A Restricted Voting Share redemption price paid to such 
Resident Holder, less the amount of any deemed dividend (as discussed above). Such a Resident Holder will realize 
a capital gain (or capital loss) equal to the amount by which such proceeds of disposition exceed (or are less than) 
the aggregate adjusted cost base to the Resident Holder of its CSAC Class A Restricted Voting Shares immediately 
before such disposition and any reasonable costs of disposition. See “Considerations Applicable to All Resident 
Holders – Taxation of Capital Gains and Losses” below. 

Where a Resident Holder is a corporation, a trust of which a corporation is a beneficiary or a partnership of which a 
corporation is a member, in certain circumstances the amount of any capital loss otherwise determined may be 
reduced by the amount of ordinary dividends (including a deemed dividend, as discussed above) previously received 
on the CSAC Class A Restricted Voting Shares. These rules may also apply where a trust or partnership is a member 
of a partnership or a beneficiary of a trust that owns CSAC Class A Restricted Voting Shares. 

Considerations Applicable to Resident Holders who Exercise Dissent Rights 

The Canadian federal income tax considerations that will be generally applicable to a Resident Holder who is a 
Dissenting Shareholder will be the same as those applicable to a Resident Holder who elects to redeem the CSAC 
Class A Restricted Voting Shares.  

Considerations Applicable to Resident Holders who Do Not Dissent and Do Not Elect to Redeem their CSAC Class 
A Restricted Voting Shares   

Re-Designation of CSAC Class B Shares as Subordinate Voting Shares  

The re-designation of Class B Shares as Subordinate Voting Shares will not constitute a disposition of property for 
purposes of the Tax Act and, accordingly, will not give rise to a capital gain or capital loss.  
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Conversion of CSAC Class A Restricted Voting Shares into Subordinate Voting Shares 

The automatic conversion of CSAC Class A Restricted Voting Shares into Subordinate Voting Shares will be 
deemed not to constitute a disposition of property for purposes of the Tax Act and, accordingly, will not give rise to 
a capital gain or capital loss. The cost to a Resident Holder of the Subordinate Voting Shares received on the 
conversion of CSAC Class A Restricted Voting Shares will be deemed to be equal to the Resident Holder’s adjusted 
cost base of the converted CSAC Class A Restricted Voting Shares immediately before the conversion. 

Dividends on Subordinate Voting Shares 

Dividends (including deemed dividends) received on Subordinate Voting Shares by a Resident Holder who is an 
individual (and certain trusts) will be included in the Resident Holder’s income and be subject to the gross-up and 
dividend tax credit rules applicable to taxable dividends received by an individual from taxable Canadian 
corporations, including the enhanced gross-up and dividend tax credit for “eligible dividends” properly designated 
as such by the Corporation. 

Dividends (including deemed dividends) received on the Subordinate Voting Shares by a Resident Holder that is a 
corporation will be included in the Resident Holder’s income and will generally be deductible in computing such 
Resident Holder’s taxable income. In certain circumstances, subsection 55(2) of the Tax Act will treat a taxable 
dividend received by a Resident Holder that is a corporation as proceeds of disposition of the Subordinate Voting 
Share or a capital gain. Resident Holders that are corporations should consult their own tax advisors having regard to 
their own circumstances. 

A Resident Holder that is a “private corporation” (as defined in the Tax Act) or any other corporation resident in 
Canada and controlled, whether by reason of a beneficial interest in one or more trusts or otherwise, by or for the 
benefit of an individual (other than a trust) or a related group of individuals (other than trusts), may be liable to pay a 
refundable tax under Part IV of the Tax Act on dividends received on the Subordinate Voting Shares to the extent 
that such dividends are deductible in computing the Resident Holder’s taxable income.  

A Resident Holder may, in certain specific circumstances, be subject to United States withholding tax on dividends 
received on the Subordinate Voting Shares. See “Certain United States Federal Income Tax Considerations” in the 
Prospectus attached to this Circular as Appendix “D”. Any United States withholding tax paid by or on behalf of a 
Resident Holder in respect of dividends received on the Subordinate Voting Shares by a Resident Holder may be 
eligible for foreign tax credit or deduction treatment where applicable under the Tax Act. Generally, a foreign tax 
credit in respect of a tax paid to a particular foreign country is limited to the Canadian tax otherwise payable in 
respect of income sourced in that country. Dividends received on the Subordinate Voting Shares by a Resident 
Holder may not be treated as income sourced in the United States for these purposes. Resident Holders should 
consult their own tax advisors with respect to the availability of any foreign tax credits or deductions under the Tax 
Act in respect of any United States withholding tax applicable to dividends on the Subordinate Voting Shares. 

Disposition of Subordinate Voting Shares 

A Resident Holder who disposes of or is deemed to have disposed of a Subordinate Voting Share will generally 
realize a capital gain (or incur a capital loss) in the year of disposition equal to the amount by which the proceeds of 
disposition in respect of the Subordinate Voting Share exceed (or are exceeded by) the aggregate of the adjusted cost 
base of such Subordinate Voting Share and any reasonable expenses associated with the disposition. The tax 
treatment of capital gains and capital losses is discussed in greater detail below under the subheading 
“Considerations Applicable to All Resident Holders – Taxation of Capital Gains and Losses”. 

Where a Resident Holder is a corporation, a trust of which a corporation is a beneficiary or a partnership of which a 
corporation is a member, in certain circumstances the amount of any capital loss otherwise determined may be 
reduced by the amount of ordinary dividends previously received on the Subordinate Voting Shares. These rules 
may also apply where a trust or partnership is a member of a partnership or a beneficiary of a trust that owns 
Subordinate Voting Shares. 
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Considerations Applicable to Resident Holders of CSAC Warrants and CSAC Rights 

Amendment to CSAC Warrants and CSAC Rights 

The deemed amendment of CSAC Warrants and CSAC Rights as share purchase warrants and rights, respectively, 
to acquire Subordinate Voting Shares should not constitute a disposition of CSAC Warrants or CSAC Rights for 
purposes of the Tax Act and, accordingly, not give rise to a capital gain or capital loss. 

Holders of CSAC Warrants and CSAC Rights are urged to consult their own tax advisors regarding this matter and 
the consequences of such on their particular circumstances. 

Considerations Applicable to All Resident Holders 

Taxation of Capital Gains and Losses 

One-half of any capital gain (a taxable capital gain) realized by a Resident Holder must be included in computing 
the Resident Holder’s income and one-half of any capital loss (an allowable capital loss) must generally be deducted 
from taxable capital gains realized by the Resident Holder in the year of disposition. Allowable capital losses in 
excess of taxable capital gains may be carried back and deducted in any of the three preceding taxation years or 
carried forward and deducted in any subsequent taxation year against net taxable capital gains realized in such years 
to the extent and under the circumstances described in the Tax Act.  

A Resident Holder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) may be liable for 
an additional refundable tax on investment income for the year, which is defined to include taxable capital gains. 

A Resident Holder may be subject to United States tax on a gain realized on the disposition of a Relevant Security. 
See “Certain United States Federal Income Tax Considerations” in the Prospectus attached to this Circular as 
Appendix “D”. United States tax, if any, levied on any gain realized on a disposition of a Relevant Security may be 
eligible for a foreign tax credit under the Tax Act to the extent and under the circumstances described in the Tax 
Act. Generally, a foreign tax credit in respect of a tax paid to a particular foreign country is limited to the Canadian 
tax otherwise payable in respect of income sourced in that country. Gains realized on the disposition of a Relevant 
Security by a Resident Holder may not be treated as income sourced in the United States for these purposes. 
Resident Holders should consult their own tax advisors with respect to the availability of a foreign tax credit, having 
regard to their own particular circumstances. 

Alternative Minimum Tax 

Individuals (other than certain trusts) realizing net capital gains or receiving dividends may be subject to alternative 
minimum tax under the Tax Act. 

The Continuance 

The Continuance will not constitute a disposition of property for purposes of the Tax Act and, accordingly, will not 
give rise to a capital gain or capital loss. 

Taxation of Holders Not Resident in Canada 

The following portion of this summary is applicable to a Holder who, for the purposes of the Tax Act and at all 
relevant times, is not resident nor deemed to be resident in Canada and does not use or hold, and is not deemed to 
use or hold, the Relevant Securities in connection with carrying on a business in Canada (a “Non-Resident 
Holder”). Special rules, which are not discussed in this summary, may apply to a non-resident that is an insurer 
carrying on business in Canada and elsewhere. 

Considerations Applicable to Non-Resident Holders who Elect to Redeem their CSAC Class A Restricted Voting 
Shares 
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Non-Resident Holders who elect to deposit their CSAC Class A Restricted Voting Shares for redemption and whose 
CSAC Class A Restricted Voting Shares are redeemed by the Corporation will be deemed to have received a 
dividend equal to the amount, if any, by which the aggregate CSAC Class A Restricted Voting Share redemption 
price paid to such Non-Resident Holder exceeds the aggregate of the paid-up capital (as determined for purposes of 
the Tax Act) of such Non-Resident Holder’s CSAC Class A Restricted Voting Shares that are redeemed by the 
Corporation. 

Any dividend that is deemed to be paid or credited to a Non-Resident Holder on the redemption of CSAC Class A 
Restricted Voting Shares will be subject to Canadian withholding tax at the rate of 25% of the gross amount of the 
dividend, subject to any reduction in the rate of withholding to which the Non-Resident Holder is entitled under any 
applicable income tax treaty or convention between Canada and the country in which the Non-Resident Holder is 
resident. For example, where a Non-Resident Holder is a resident of the United States, is fully entitled to the 
benefits under the Canada-United States Income Tax Convention (1980), as amended, and is the beneficial owner of 
the dividend, the applicable rate of Canadian withholding tax is generally reduced to 15% of the amount of such 
dividend. 

The amount of any deemed dividend arising on the redemption by the Corporation of CSAC Class A Restricted 
Voting Shares will not be included in computing the Non-Resident Holder’s proceeds of disposition for purposes of 
computing the capital gain (or capital loss) arising on the disposition of such CSAC Class A Restricted Voting 
Shares. Non-Resident Holders will not be subject to tax on any capital gain or capital loss that arises with respect to 
the disposition of CSAC Class A Restricted Voting Shares provided that such shares are not “taxable Canadian 
property” of the Non-Resident Holder. See “Disposition of Shares” below. 

Considerations Applicable to Non-Resident Holders who Exercise Dissent Rights 

The Canadian federal income tax considerations that will be generally applicable to a Non-Resident Holder who is a 
Dissenting Shareholder will be the same as those applicable to a Non-Resident Holder who elects to redeem the 
CSAC Class A Restricted Voting Shares. 

Considerations Applicable to Non-Resident Holders who Do Not Dissent and Do Not Elect to Redeem their CSAC 
Class A Restricted Voting Shares 

Re-designation of CSAC Class B Shares as Subordinate Voting Shares  

The tax consequences of the re-designation of a CSAC Class B Share as a Subordinate Voting Share are the same as 
those described above under “Holders Resident in Canada – Considerations Applicable to Resident Holders who Do 
Not Dissent and Do Not Elect to Redeem their CSAC Class A Restricted Voting Shares – Re-Designation of CSAC 
Class B Shares as Subordinate Voting Shares”. 

Conversion of CSAC Class A Restricted Voting Shares into Subordinate Voting Shares 

The tax consequences of the automatic conversion of a CSAC Class A Restricted Voting Share held by a Non-
Resident Holder to a Subordinate Voting Share are the same as those described above under “Holders Resident in 
Canada – Considerations Applicable to Resident Holders who Do Not Dissent and Do Not Elect to Redeem their 
CSAC Class A Restricted Voting Shares - Conversion of CSAC Class A Restricted Voting Shares into Subordinate 
Voting Shares”. 

Dividends on Subordinate Voting Shares 

Any dividends on Subordinate Voting Shares paid or credited or deemed to be paid or credited to a Non-Resident 
Holder will be subject to Canadian withholding tax at the rate of 25% of the gross amount of the dividends, subject 
to any reduction in the rate of withholding to which the Non-Resident Holder is entitled under any applicable 
income tax treaty or convention between Canada and the country in which the Non-Resident Holder is resident. For 
example, where a Non-Resident Holder is a resident of the United States, is fully entitled to the benefits under the 
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Canada-United States Income Tax Convention (1980), as amended, and is the beneficial owner of the dividend, the 
applicable rate of Canadian withholding tax is generally reduced to 15% of the amount of such dividend. 

Considerations Applicable to Non-Resident Holders of CSAC Warrants and CSAC Rights 

Amendment to CSAC Warrants and CSAC Rights 

The tax consequences to a Non-Resident Holder of the deemed amendment of CSAC Warrants and CSAC Rights as 
share purchase warrants and rights, respectively, to acquire Subordinate Voting Shares are the same as those 
described above under “Holders Resident in Canada – Considerations Applicable to Resident Holders of CSAC 
Warrants and CSAC Rights – Amendment to CSAC Warrants and CSAC Rights”.   

Considerations Applicable to the Disposition of Shares 

As long as the CSAC Class A Restricted Voting Shares or Subordinate Voting Shares, as applicable, are then listed 
on a designated stock exchange (which currently includes the Neo Exchange), the CSAC Class A Restricted Voting 
Shares or Subordinate Voting Shares, as applicable, generally will not constitute taxable Canadian property of a 
Non-Resident Holder, unless (a) at any time during the 60-month period immediately preceding the disposition or 
deemed disposition of the CSAC Class A Restricted Voting Shares or Subordinate Voting Shares, as applicable: (i) 
25% or more of the issued shares of any class or series of the share capital of the Corporation was owned by, or 
belonged to, one or any combination of (x) the Non-Resident Holder, (y) persons with whom the Non-Resident 
Holder did not deal at arm’s length (within the meaning of the Tax Act) and (z) partnerships in which the Non-
Resident Holder or a person referred to in (y) holds a membership interest directly or indirectly through one or more 
partnerships; and (ii) more than 50% of the fair market value of the CSAC Class A Restricted Voting Shares or 
Subordinate Voting Shares, as applicable, was derived directly or indirectly from one or any combination of: (A) 
real or immovable property situated in Canada; (B) Canadian resource property (as defined in the Tax Act); (C) 
timber resource property (as defined in the Tax Act), or (D) options in respect of, or interests in, or for civil law 
rights in, property described in any of (A) through (C) above, whether or not such property exists; or (b) the CSAC 
Class A Restricted Voting Shares or Subordinate Voting Shares, as applicable, are otherwise deemed under the Tax 
Act to be taxable Canadian property.  A CSAC Class A Restricted Voting Share or Subordinate Voting Share may 
be deemed to be taxable Canadian property in certain circumstances where it was acquired in exchange for property 
that was itself taxable Canadian property. 

If the CSAC Class A Restricted Voting Shares or Subordinate Voting Shares are taxable Canadian property to a 
Non-Resident Holder, any capital gain realized on the disposition or deemed disposition of such CSAC Class A 
Restricted Voting Shares or Subordinate Voting Shares (as the case may be) may not be subject to Canadian federal 
income tax pursuant to the terms of an applicable income tax treaty or convention between Canada and the country 
of residence of a Non-Resident Holder. Non-Resident Holders whose CSAC Class A Restricted Voting Shares or 
Subordinate Voting Shares are taxable Canadian property should consult their own tax advisors. 

The Continuance 

The Continuance will not constitute a disposition of property for purposes of the Tax Act and, accordingly, will not 
give rise to a capital gain or capital loss. 



 

33 

 

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS 

CSAC Shareholders should be aware that the Transaction described in this Circular may have tax consequences in 
both the United States and Canada. CSAC Shareholders who are resident in, or citizens of, the United States are 
advised to consult their own tax advisors to determine the particular United States tax consequences to them of the 
Transaction in light of their particular situation, as well as any tax consequences that may arise under the laws of any 
other relevant foreign, state, local, or other taxing jurisdiction. 

RISKS ASSOCIATED WITH THE TRANSACTION 

In evaluating the Transaction, CSAC Shareholders should carefully consider the following risk factors relating to the 
Transaction. The following risk factors are not a definitive list of all risk factors associated with the Transaction. 
Additional risks and uncertainties, including those currently unknown or considered immaterial by the Corporation, 
may also adversely affect the business of CSAC following the Transaction. In addition to the risk factors relating to 
the Transaction set out below, CSAC Shareholders should also carefully consider the risk factors provided in the 
section entitled “Risk Factors” of the Prospectus attached as Appendix “D” to this Circular. If any of the risk factors 
materialize, the expectations, and the predictions based on them, may need to be re-evaluated. The risks associated 
with the Transaction include: 

The Definitive Agreements may be terminated in certain circumstances. 

Each of the Corporation and the sellers of the Target Businesses have the right to terminate the Definitive Purchase 
Agreements to which they are a party, in certain circumstances. There is no certainty, nor can the Corporation 
provide any assurance, that any of the Definitive Agreements will not be terminated by either the Corporation or the 
applicable Target Business before the completion of the Transaction. Accordingly, there is no certainty, nor can the 
Corporation provide any assurance, that the Corporation will complete the acquisition of LivFree, Washoe, Canopy, 
Sira and LivFree pursuant to the Transaction. 

The City of Henderson, Nevada, currently prohibits public company ownership of cannabis businesses.  

CSAC may not be able to acquire LivFree’s City of Henderson operations or any interest therein. Pursuant to HMC 
4.116.030(B) and 4.118.030(B), certain persons are declared unqualified to hold a marijuana establishment license 
in the City of Henderson, including any publicly-traded company.  The prohibition against issuance of a marijuana 
establishment business license is not limited to the direct licensee but extends to owners of such licensees including 
parent-companies. Under the HMC as currently written, a publicly-traded company would be denied issuance of a 
marijuana establishment business license in the City of Henderson.  As a result of the failure of a proposed licensee 
to obtain a local jurisdiction business license, the State enforcement agency (the Nevada Department of Taxation) 
may revoke the State-issued operating certificate / license of the marijuana establishment. Accordingly, unless the 
restrictions under the HMC are changed, CSAC will not be able to acquire LivFree’s City of Henderson operations 
or any interest therein.  See “Corporate Structure – Definitive Agreements – Representations and Warranties – 
LivFree Agreement” and “Risk Factors – The City of Henderson, Nevada prohibits public company ownership of 
cannabis businesses” in the Prospectus attached as Appendix “D” to this Circular. 

There can be no certainty that all conditions precedent to the Transaction will be satisfied in a timely manner 
or at all. Failure to complete the Transaction could adversely affect the business of the Corporation. 

The completion of the Transaction is subject to a number of conditions precedent, certain of which are outside the 
control of the Corporation, including receipt of approval of the Transaction Resolution. There can be no certainty, 
nor can the Corporation provide any assurance, that these conditions will be satisfied or, if satisfied, when they will 
be satisfied. If the Transaction is not completed, the market price of the currently trading CSAC Class A Restricted 
Voting Shares, CSAC Warrants and CSAC Rights may decline. If the Transaction is not completed and the CSAC 
Board decides to seek another transaction, there can be no assurance that it will be able to find another attractive 
qualifying transaction. 
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If the Transaction is not completed and the CSAC Board decides to seek another merger, there can be no 
assurance that it will be able to find another attractive qualifying transaction.  

Further, if the Transaction is not completed, the CSAC Board and the Corporation’s management may seek out and 
consummate a transaction that constitutes the Corporation’s qualifying transaction under Part X of the NEO 
Exchange Manual within the 18-month period from the closing of the Corporation’s IPO with approval of only the 
holders of CSAC Class A Restricted Voting Shares, by ordinary resolution, with approval of the board of directors 
of CSAC, and with the consent of the NEO Exchange, if required. If the Transaction is not completed, any potential 
target business with which the Corporation enters into negotiations concerning its qualifying transaction will be 
aware that the Corporation must consummate our qualifying transaction within such a restricted time period. 
Consequently, such target businesses may obtain leverage over the Corporation in negotiating the qualifying 
transaction, knowing that if the Corporation does not complete its qualifying transaction with that particular target 
business, it may be unable to complete a qualifying transaction with any target business. This risk will increase as 
the Corporation gets closer to the timeframe described above. In addition, the Corporation may have limited time to 
conduct due diligence and may enter into its qualifying transaction on terms that it would have rejected upon a more 
comprehensive investigation.  

The dual-class structure contained in the Amended Articles would have the effect of concentrating voting 
control and the ability to influence corporate matters with the CSAC Founders. 

The Multiple Voting Shares will have 25 votes per share, whereas the Subordinate Voting Shares are expected to 
have one vote per share. Following the Transaction until the expiry of the five-year sunset period, holders of 
Multiple Voting Shares (being the Founders) will hold approximately 87.27% of the voting power of the outstanding 
voting shares of CSAC and will therefore have significant influence over the management and affairs of CSAC and 
over all matters requiring shareholder approval, including the election of directors and significant corporate 
transactions. In addition, because of the 25-to-1 voting ratio between the Multiple Voting Shares and Subordinate 
Voting Shares, the holders of Multiple Voting Shares will control a majority of the combined voting power of 
CSAC’s voting shares even though the Multiple Voting Shares will represent a substantially reduced percentage of 
the total outstanding shares of CSAC. The concentrated voting control of the holders of Multiple Voting Shares will 
limit the ability of the holders of Subordinate Voting Shares to influence corporate matters for the foreseeable 
future, including the election of directors as well as with respect to future decisions to amend CSAC’s share capital, 
create and issue additional classes of shares, make significant acquisitions, sell significant assets or parts of its 
business, merge with other companies and/or undertake other significant transactions. As a result, holders of 
Multiple Voting Shares will have the ability to influence or control many matters affecting CSAC and actions may 
be taken that some or all of the holders of Subordinate Voting Shares may not view as beneficial. The market price 
of the Subordinate Voting Shares could be adversely affected due to the significant influence and voting power of 
the holders of Multiple Voting Shares. Additionally, the significant voting interest of the holders of Multiple Voting 
Shares could discourage transactions involving a change of control, including transactions in which an investor, as a 
holder of the Subordinate Voting Shares, might otherwise receive a premium for the Subordinate Voting Shares over 
the then-current market price, or discourage competing proposals if a going private transaction is proposed by one or 
more holders of Multiple Voting Shares. See “The Transaction – Amendment of Articles – Multiple Voting Share / 
Subordinate Voting Share Structure”. 

Mark Smith is Managing Member and Chief Executive Officer of Cannapunch, holding a 50% equity ownership 
percentage therein, and is a director of CSAC. Accordingly, his involvement constitutes a related party transaction. 
In connection therewith, (i) the board of directors of CSAC determined that the fair market value of Cannapunch is 
less than 25% of CSAC’s market capitalization, and (ii) Mark Smith abstained from voting in respect of the approval 
of the acquisition of Cannapunch in connection with the Transaction. The Cannapunch transaction was also 
supported by Mercer, which is a control person which is not an interested party. 

CSAC will incur costs even if the Transaction is not completed. 

Subject to certain exceptions, all out-of-pocket third party transaction expenses incurred in connection with the 
Transaction, including all costs, expenses and fees incurred prior to or after the Effective Date in connection with, or 
incidental to, the Transaction, shall be paid by the Party incurring such expenses, whether or not the Transaction is 
consummated. 
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The unaudited pro forma financial information included in the Prospectus attached as Appendix “D” to this 
Circular may not be indicative of what the actual financial position or results of operations would have been. 

The unaudited pro forma financial information included in the Prospectus attached as Appendix “D” to this Circular 
may not be indicative of what the actual financial position or results of operations would have been. The unaudited 
pro forma financial information incorporated herein is presented for illustrative purposes only and is not necessarily 
indicative of what the actual financial position or results of operations would have been had the Transaction been 
completed on the dates indicated. 

Certain persons may have interests in the Transaction that are different from those of the CSAC 
Shareholders. 

In considering the recommendation of the CSAC Board to vote in favour of the Transaction Resolution, CSAC 
Shareholders should be aware that certain persons may have interests in the Transaction that differ from, or are in 
addition to, those of CSAC Shareholders generally.  

The Founders’ Shares consist of 3,434,297 Class B Shares which represents approximately 93% of the issued and 
outstanding CSAC Class B Shares and a 20% voting interest in respect to the Transaction Resolution on the Record 
Date. Given the transfer restrictions placed on the shares held by CSAC Founders until the completion of the 
Corporation’s qualifying transaction and the lack of redemption rights attached to the CSAC Class B Shares, CSAC 
Founders may be incentivized to support and vote for a transaction even if not the most commercially beneficial to 
the Corporation. For the foregoing reasons, CSAC Founders may significantly influence the vote on the Transaction, 
which it may be inclined to do given the difference in economic interests of the Founders as compared to the holders 
of CSAC Class A Restricted Voting Shares. 

See “The Transaction — Interests of Certain Persons in the Transaction”. 

It is anticipated that the Corporation will be treated as a U.S. domestic corporation for U.S. federal income 
tax purposes and will be liable for both U.S. and Canadian income tax. 

It is anticipated that the Corporation will be treated as a U.S. domestic corporation for U.S. federal income tax 
purposes under Code Section 7874. As a result, it is anticipated that the Corporation will be subject to U.S. income 
tax on its worldwide income and that this treatment will continue indefinitely. In addition, the Corporation will be 
subject to Canadian income tax on its worldwide income. Consequently, it is anticipated that the Corporation will be 
liable for both U.S. and Canadian income tax, which could have a material adverse effect on its financial condition 
and results of operations. 

Risks relating to the Target Businesses and CSAC 

For a discussion of those risks faced by the Target Businesses and, upon completion of the Transaction, to be faced 
by CSAC and to their respective affairs, business and operations and future prospects, please refer to the section 
entitled “Risk Factors” of the Prospectus attached as Appendix “D” to this Circular. 

INFORMATION CONCERNING CSAC AND THE TARGET BUSINESSES 

Please refer to the sections entitled “Corporate Structure – Cannabis Strategies Acquisition Corp.”, “Narrative 
Description of the Business of CSAC” and “The Business of the Target Businesses” of the Prospectus attached as 
Appendix “D” to this Circular for information concerning CSAC and the Target Businesses. 

CONTRACTUAL RIGHTS OF RESCISSION AND DAMAGES 

Original purchasers of CSAC Class A Restricted Voting Shares from the underwriters in CSAC’s IPO who continue 
to hold CSAC Class A Restricted Voting Shares up to the Redemption Deposit Date will have a contractual right of 
action for rescission or damages against CSAC (as well as a contractual right of action for damages alone against: 
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(a) the CSAC Directors, and (b) every person or company who signs the Prospectus, which, for greater certainty, 
includes Mercer Park, C.B., LP as promoter of CSAC (collectively, the “signatories”)).  

In the event that CSAC’s qualifying transaction is completed and if the Prospectus or any amendment thereto 
contains a misrepresentation (as defined in the Securities Act), provided that such claims for rescission or damages 
are commenced by the purchaser not later than: (a) in the case of an action for rescission, 180 days after the 
Redemption Deposit Date, or (b) in the case of an action for damages, the earlier of: (i) 180 days after the plaintiff 
first had knowledge of the facts giving rise to the cause of action, or (ii) three years after the Redemption Deposit 
Date, a purchaser who purchased CSAC Class A Restricted Voting Shares from CSAC in its IPO shall, in respect of 
its CSAC Class A Restricted Voting Shares, as converted to Subordinate Voting Shares, be entitled to, in addition to 
any other remedy available at the time to such holder, (i) as against CSAC, in the case of rescission, the amount paid 
for such CSAC Class A Restricted Voting Shares, as applicable, upon surrender of such securities, and (ii) as against 
CSAC, the CSAC directors and the signatories, in the case of a damages election, their proven damages.  

In addition, the following additional provisions apply to actions against the CSAC directors or the signatories: 

(a) each has a due diligence defence and the other defences and rights contemplated in section 130 of the 
Securities Act and at law; and 
 

(b) each is entitled to be indemnified by CSAC and each of the Target Businesses to the maximum extent 
permitted by law. 

This contractual right of action for rescission or damages will, subject to the foregoing, be consistent with the 
statutory right of rescission or damages described under section 130 of the Securities Act. In no case shall the 
amount recoverable exceed the original purchase price of the CSAC Class A Restricted Voting Units issued 
pursuant to CSAC’s IPO. In addition, for non-residents of Canada, the contractual right shall be subject to the same 
interpretational or constitutional defences, if any, as would apply to a claim against a resident Canadian issuer under 
section 130 of the Securities Act, and, as a result, the argument that non-residents are not entitled to take advantage 
of the contractual right shall not be precluded. 

OTHER BUSINESS 

Management of the Corporation knows of no other matters to come before the Shareholders’ Meeting other than 
those referred to in the Notice of Meetings accompanying this Circular. However, if any other matters properly 
come before the Shareholders’ Meeting, it is the intention of the persons named in the form of proxy accompanying 
this Circular to vote on the same in accordance with their best judgment of such matters. 

DOCUMENTS INCORPORATED BY REFERENCE 

Any amendment to the attached Prospectus that, prior to the Redemption Deposit Deadline Date, is filed with the 
OSC and other securities regulatory authorities in Canada, shall be deemed to be incorporated by reference in this 
Circular. Copies of any such amendment may be obtained on request without charge from Jennifer Drake, Chief 
Operating Officer of CSAC, or by accessing the disclosure documents available through the internet on the 
Canadian Securities Administrators’ System for Electronic Document Analysis and Retrieval (SEDAR) at 
www.sedar.com. 

Any statement contained in this Circular or the Prospectus attached as Appendix “D” to this Circular, or deemed to 
be incorporated by reference herein, shall be deemed to be modified or superseded, for purposes of this Circular and 
the attached Prospectus, to the extent that a statement contained in this Circular or the attached Prospectus or in any 
subsequently filed amendment to the attached Prospectus (or part thereof) that also is, or is deemed to be, attached to 
or incorporated by reference in this Circular  modifies or supersedes such statement. Any statement so modified or 
superseded shall not be deemed, except as so modified or superseded, to constitute part of this Circular or the 
attached Prospectus. The modifying or superseding statement need not state that it has modified or superseded a 
prior statement or include any other information set forth in the document which it modifies or supersedes. The 
making of a modifying or superseding statement shall not be deemed an admission for any purpose that the modified 
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or superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an 
omission to state a material fact that is required to be stated or that is necessary to make a statement not misleading 
in light of the circumstances in which it was made. 

ADDITIONAL INFORMATION 

Additional information relating to the Corporation is available on SEDAR at www.sedar.com. Financial information 
is provided in the Corporation’s comparative financial statements and management discussion and analysis 
(“MD&A”) for its most recently completed fiscal year. To request copies of the Corporation’s financial statements 
and MD&A, please contact the Corporation at (212) 299-7606 or via email at jdrake@mercerparklp.com. 

The contents and sending of this Circular has been approved by the CSAC Board. 

DATED: In Toronto, Ontario this 19th day of February, 2019. 

CANNABIS STRATEGIES ACQUISITION CORP. 

“Jonathan Sandelman” 

Chairman, Chief Executive Officer and Corporate Secretary 

http://www.sedar.com/
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TRANSACTION RESOLUTION  

of  

CANNABIS STRATEGIES ACQUISITION CORP. 

(the “Corporation”) 

RESOLVED AS A SPECIAL RESOLUTION THAT:  

Acquisition of the Target Businesses 

1. The transaction (the “Transaction”) involving the Corporation, LivFree Wellness, LLC, Washoe Wellness, 

LLC, The Canopy NV, LLC, Sira Naturals, Inc. and Cannapunch of Nevada LLC, all as more particularly 

described and set forth in the management information circular (the “Circular”) of the Corporation dated 

February 19, 2019 (as the Transaction may be, or may have been, modified or amended in accordance with 

its terms), is hereby authorized, approved and adopted. 

2. Each of the LivFree Agreement, the Washoe Agreement, the Canopy Agreement, the Sira Agreement and 

the Cannapunch Agreement (each as defined in the prospectus of the Corporation dated February 15, 2019 

and together the “Definitive Agreements”) (as each Definitive Agreement may be, or may have been, 

modified or amended in accordance with its terms) is hereby authorized, approved and adopted and all 

related transactions contemplated therein, the actions of the directors of the Corporation in approving 

executing and delivering the Definitive Agreements, and any amendments, modifications or supplements 

thereto, are ratified and approved. 

3. The directors of the Corporation are authorized and empowered to, without notice to or approval of the 

shareholders of the Corporation: (a) amend, modify or supplement the each of the Definitive Agreements to 

the extent permitted by each respective Definitive Agreement; and (b) subject to the terms of each of the 

Definitive Agreements, not to proceed with the Transaction and related transactions. 

 

Amendment of Articles 

4. The articles of the Corporation dated July 31, 2017, as amended by the articles of amendment dated 

December 14, 2017 (the “Articles”) are authorized to be altered (collectively, the “Amendment”): 

(a) to create a new class of multiple voting shares of the Corporation without par value having the 

special rights and restrictions substantially set out in Schedule “A” attached hereto; 

(b) to create a one-time right of the existing holders of Class B shares of the Corporation (the “CSAC 

Class B Shares”), being the founders of the Corporation, to elect to convert any or all of their 

then-outstanding CSAC Class B Shares into Multiple Voting Shares (the “CSAC Founder Share 

Exchange”), such CSAC Founder Share Exchange to occur simultaneously with the closing of the 

Transaction immediately following the redemption of the Class A Restricted Voting shares of 

CSAC (the “CSAC Class A Restricted Voting Shares”) and immediately prior to the conversion 

of the non-redeemed CSAC Class A Restricted Voting Shares into CSAC Class B Shares (such 

class of shares to be re-designated as “subordinate voting shares” (the “Subordinate Voting 

Shares”)  as more particularly described below), all as more particularly described in the Circular; 

(c) to, immediately subsequent to the CSAC Founder Share Exchange, amend the special rights and 

restrictions of the existing class of CSAC Class B Shares and to re-designate such class as  

“Subordinate Voting Shares” having the special rights and restrictions substantially set out in 

Schedule “A” hereto; and 

(d) to eliminate the existing class of CSAC Class A Restricted Voting Shares once there are no longer 

any CSAC Class A Restricted Voting Shares issued and outstanding as a result of their redemption 

and/or conversion into Subordinate Voting Shares. 

5. The Corporation shall adopt articles of amendment substantially in the form set out a Schedule “A” hereto 

(the “Articles of Amendment”), with such amendments as any one director or officer of the Corporation 

may approve, and all amendments to the aforesaid Articles of Amendment, as amended, reflected therein 

are approved. 
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6. Articles of Amendment altering the Articles to reflect the effect of this resolution and the Amendment shall 

be filed by or on behalf of the Corporation. 

7. The directors of the Corporation are authorized, in their discretion, by resolution, to abandon the 

Amendment without further approval, ratification or confirmation by the shareholders of the Corporation. 

 

The Continuance 

8. The Corporation is authorized to: 

(a) apply to the Director (the “Director”) under the Business Corporations Act (Ontario) (the 

“OBCA”) for authorization to continue  as a British Columbia company pursuant to section 181 of 

the OBCA; 

(b) apply to the Registrar of Companies (British Columbia) (the “Registrar”) to continue as a British 

Columbia company pursuant to section 302 of the Business Corporations Act (British Columbia) 

(the “BCBCA”) under a name to be determined by the board of directors of the Corporation; and 

(c) file a copy of the Certificate of Continuance with the Director. 

9. Upon continuance to British Columbia (the “Continuance”): 

(c) the name of the Corporation shall be changed to “CSAC Cannabis Strategies Acquisition Corp.” 

(or such other name as may be selected by the board of directors of CSAC prior to the 

Continuance); 

(d) the authorized share structure shall consist of an unlimited number each of Multiple Voting Shares 

and Subordinate Voting Shares; 

(e) each Multiple Voting Share issued and outstanding immediately prior to the Continuance shall 

continue to represent one Multiple Voting Share immediately following the Continuance; 

(f) each Subordinate Voting Share issued and outstanding immediately prior to the Continuance shall 

continue to represent one Subordinate Voting Share immediately following the Continuance; and 

(g) the auditors immediately prior to the Continuance, being MNP LLP, shall continue to be the 

auditors following the Continuance, and the board of directors shall be authorized to fix the 

remuneration thereof. 

10. Upon the Continuance: 

(a) the Corporation shall adopt the Continuation Application, Notice of Articles and Articles 

substantially in the forms attached hereto as Schedules “B” and “C”, respectively, in substitution 

for the Articles and by-laws of the Corporation and all amendments to the Articles and by-laws of 

the Corporation reflected therein are adopted and approved, and any director or officer of the 

Corporation prior to the continuation to British Columbia is authorized to execute the Articles in 

accordance with Section 302(1)(c) of the BCBCA; and 

(b) the first directors following the Continuance shall be the directors as set forth in the management 

information circular of the Corporation dated February 19, 2019, who have consented to act as 

directors of the Company, subject to any changes approved by the Corporation’s board of directors 

prior to the Continuance, to hold office until their successors are elected or until such persons are 

removed or resign.  
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11. The directors of the Corporation are authorized, in their discretion, by resolution, to abandon the 

application for the Continuance (the “Continuance Application”) without further approval, ratification or 

confirmation by the shareholders of the Corporation. 

12. Stikeman Elliott LLP is appointed as the Corporation’s agent to file the Continuance Application with the 

Registrar and to apply to the Director for authorization to affect the Continuance. 

13. All actions taken and instruments executed by any officer and director of the Corporation prior to the date 

hereof in connection with the continuation of the Corporation are hereby confirmed, ratified and approved. 

General 

14. Any one or more of the directors or officers of the Corporation is hereby authorized and directed, acting 

for, in the name of and on behalf of the Corporation, to execute or cause to be executed, under the seal of 

the Corporation or otherwise, and to deliver or cause to be delivered, such other documents and 

instruments, and to do or cause to be done all such other acts and things, as may in the opinion of such 

director or officer of the Corporation be necessary or desirable to carry out the intent of the foregoing 

resolution (including, without limitation, the execution and filing of the aforementioned Articles of 

Amendment and Continuance Application, applications and of certificates or other assurances that the 

Amendment will not adversely affect creditors or shareholders of the Corporation), the execution of any 

such document or the doing of any such other act or thing by any director or officer of the Corporation 

being conclusive evidence of such determination. 

 



 

 

 

SCHEDULE “A”  

PROPOSED AMENDMENT OF ARTICLES 
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The articles of the Corporation are amended to: 

A. Effective as of the date hereof, to increase the authorized capital of the Corporation by creating an 

unlimited number of Multiple Voting Shares with the following rights, privileges, restrictions and 

conditions (with references to the Subordinate Voting Shares being read as Class B shares until such time 

as the Class B shares are re-designated as Subordinate Voting Shares and have their terms amended as 

provided in paragraph C below): 

(a) Voting Rights. 

Holders of Multiple Voting Shares shall be entitled to notice of and to attend at any meeting of the shareholders of 

the Company, except a meeting of which only holders of another particular class or series of shares of the Company 

shall have the right to vote. At each such meeting, holders of Multiple Voting Shares will be entitled to 25 votes in 

respect of each Multiple Voting Share held. 

Except as otherwise provided in these Articles or except as provided in the Business Corporations Act, Subordinate 

Voting Shares and Multiple Voting Shares are equal in all respects and shall vote together as if they were shares of a 

single class. In connection with any Change of Control Transaction requiring approval of the holders of Subordinate 

Voting Shares and Multiple Voting Shares under the Business Corporations Act, holders of Subordinate Voting 

Shares and Multiple Voting Shares shall be treated equally and identically, on a per share basis, unless different 

treatment of the shares of each such class is approved by a majority of the votes cast by the holders of outstanding 

Multiple Voting Shares or their proxyholders in respect of a resolution approving such Change of Control 

Transaction, voting separately as a class at a meeting of the holders of that class called and held for such purpose. 

For the purpose of these Articles, a “Change of Control Transaction” means an amalgamation, arrangement, 

recapitalization, business combination or similar transaction of the Company, other than an amalgamation, 

arrangement, recapitalization, business combination or similar transaction that would result in (i) the voting 

securities of the Company outstanding immediately prior thereto continuing to represent (either by remaining 

outstanding or by being converted into voting securities of the continuing entity or its direct or indirect parent) more 

than fifty percent (50%) of the total voting power of the voting securities of the Company, the continuing entity or 

its direct or indirect parent, and more than fifty percent (50%) of the total number of outstanding shares of the 

Company, the continuing entity or its direct or indirect parent, in each case as outstanding immediately after such 

transaction, and (ii) the shareholders of the Company immediately prior to the transaction owning voting securities 

of the Company, the continuing entity or its direct or indirect parent immediately following the transaction in 

substantially the same proportions (vis-a-vis each other) as such shareholders owned the voting securities of the 

Company immediately prior to the transaction (provided that in neither event shall the exercise of any exchangeable 

shares of a subsidiary of the Company that are exchangeable into shares of the Company be taken into account in 

such determination). 

 (b) Alteration to Rights of Multiple Voting Shares. 

As long as any Multiple Voting Shares remain outstanding, the Company will not, without the consent of the holders 

of the Multiple Voting Shares by separate special resolution alter or amend these Articles if the result would: (i) 

prejudice or interfere with any right or special right attached to the Multiple Voting Shares; or (ii) affect the rights or 

special rights of the holders of Subordinate Voting Shares or Multiple Voting Shares on a per share basis as 

provided herein. 

(c) Dividends. 

Holders of Multiple Voting Shares shall be entitled to receive, as and when declared by the directors, dividends in 

cash or property of the Company. No dividend will be declared or paid on the Subordinate Voting Shares unless the 

Company simultaneously declares or pays, as applicable, equivalent dividends (on a per share basis) on the Multiple 

Voting Shares. In the event of the payment of a dividend in the form of shares, holders of Multiple Voting Shares 

shall receive Multiple Voting Shares, unless otherwise determined by the Board of Directors of the Company. 



 

 

 

(d) Liquidation, Dissolution or Winding-Up. 

In the event of the liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, or in 

the event of any other distribution of assets of the Company among its shareholders for the purpose of winding up its 

affairs, the holders of Multiple Voting Shares will, subject to the prior rights of the holders of any shares of the 

Company ranking in priority to the Multiple Voting Shares, be entitled to participate ratably along with all other 

holders of Multiple Voting Shares and Subordinate Voting Shares (on a per share basis). 

(e) Rights to Subscribe; Pre-Emptive Rights. 

The holders of Multiple Voting Shares are not entitled to a right of first refusal to subscribe for, purchase or receive 

any part of any issue of shares, or bonds, debentures or other securities of the Company now or in the future. 

(f) Conversion. 

Holders of Multiple Voting Shares shall have conversion rights as follows (the "Conversion Rights"): 

(i) Right to Convert. 

Each Multiple Voting Share shall be convertible, at the option of the holder thereof, at any time after the 

date of issuance of such share at the office of the Company or any transfer agent for such shares, into one 

(1) fully paid and non-assessable Subordinate Voting Share. 

(ii) Automatic Conversion. 

(A) Upon the date that is 60 months from the date of first issuance of a Multiple Voting 

Share, each Multiple Voting Share shall be automatically converted without any action on the part 

of the holder into one (1) fully paid and non-assessable Subordinate Voting Share. 

(B) Upon the first date that any Multiple Voting Share shall be held by a Person other than by 

a Permitted Holder, the Permitted Holder which held such Multiple Voting Share until such date, 

without any further action, shall automatically be deemed to have exercised his, her or its rights 

under subsection (f)(i) to convert such Multiple Voting Share into one fully paid and non-

assessable Subordinate Voting Share. 

(C) Upon the first date that the aggregate number of Multiple Voting Shares held by all 

Permitted Holders is reduced to a number which is less than 33 1/3% of the aggregate number of 

Multiple Voting Shares held by all Permitted Holders on the date of first issuance of the Multiple 

Voting Shares, each Permitted Holder shall automatically be deemed, without further action, to 

have exercised his, her or its rights under subsection (f)(i) to convert all Multiple Voting Shares 

held by such Permitted Holder into an equal number of fully paid and non-assessable Subordinate 

Voting Shares. 

(D) A Multiple Voting Share that is converted into Subordinate Voting Shares as provided for 

in subsections (f)(ii)(A), (f)(ii)(B) or (f)(ii)(C) will automatically be cancelled. 

(E) For the purposes hereof: 

(i) "Members of the Immediate Family" means with respect to any individual, each 

parent (whether by birth or adoption), spouse or child (including any step-child) or other 

descendants (whether by birth or adoption) of such individual, each spouse of any of the 

aforementioned persons, each trust created solely for the benefit of such individual and/or 

one or more of the aforementioned persons, and each legal representative of such 

individual or of any aforementioned persons (including without limitation a tutor, curator, 



 

 

 

mandatary due to incapacity, custodian, guardian or testamentary executor), acting in 

such capacity under the authority of the law, an order from a competent tribunal, a will or 

a mandate in case of incapacity or similar instrument. For the purposes of this definition, 

a Person shall be considered the spouse of an individual if such person is legally married 

to such individual, lives in a civil union with such individual or is the common law 

partner of such individual. A Person who was the spouse of an individual within the 

meaning of this paragraph immediately before the death of such individual shall continue 

to be considered a spouse of such individual after the death of such individual; 

(ii) "Permitted Holders" means (a) Jonathan Sandelman, Charles Miles or 

Kamaldeep Thindal and any Members of the Immediate Family of any of them,  (b) 

Mercer Park L.P., (c) Mercer Park CB, L.P., and (d) any person controlled, directly or 

indirectly by one or more of the persons referred to in clause (a), (b) or (c) above; and 

(iii) "Person" has the meaning assigned by the Securities Act (Ontario) as, from time 

to time, amended, re-enacted or replaced and includes a company or other body corporate 

wherever or however incorporated. 

(iii) Mechanics of Conversion. 

Before any holder of Multiple Voting Shares shall be entitled to convert Multiple Voting Shares into 

Subordinate Voting Shares, the holder thereof shall surrender the certificate or certificates therefor, duly 

endorsed, at the office of the Company or of any transfer agent for Subordinate Voting Shares or the 

equivalent in any non-certificated inventory system (such as, for example, a Direct Registration System) 

administered by any applicable depository or transfer agent of the Company, and shall give written notice 

to the Company at its head office, of the election to convert the same (each, a "Conversion Notice") and the 

Subordinate Voting Shares resulting therefrom shall be registered in the name of the registered holder of 

the Multiple Voting Shares converted or, subject to payment by the registered holder of any stock transfer 

or applicable taxes and compliance with any other reasonable requirements of the Company in respect of 

such transfer, in such name or names as such registered holder may direct in writing. Upon receipt of such 

notice and certificate or certificates and, as applicable, compliance with such other requirements, the 

Company shall (or shall cause its transfer agent to), at its expense, as soon as practicable thereafter, remove 

or cause the removal of such holder from the register of holders in respect of the Multiple Voting Shares for 

which the conversion right is being exercised, add the holder (or any person or persons in whose name or 

names such converting holder shall have directed the resulting Subordinate Voting Shares to be registered) 

to the securities register of holders in respect of the resulting Subordinate Voting Shares, cancel or cause 

the cancellation of the certificate or certificates representing such Multiple Voting Shares and issue and 

deliver at such office to such holder, or to the nominee or nominees of such holder, a certificate or 

certificates or the equivalent in any non-certificated inventory system (such as, for example, a Direct 

Registration System) administered by any applicable depository or transfer agent of the Company, 

representing the Subordinate Voting Shares issued upon the conversion of such Multiple Voting Shares. 

Such conversion shall be deemed to have been made immediately prior to the close of business on the date 

of such surrender of the Multiple Voting Shares to be converted, and the person or persons entitled to 

receive the Subordinate Voting Shares issuable upon such conversion shall be treated for all purposes as the 

record holder or holders of such Subordinate Voting Shares as of such date. If less than all of the Multiple 

Voting Shares represented by any certificate are to be converted, the holder shall be entitled to receive a 

new certificate representing the Multiple Voting Shares represented by the original certificate which are not 

to be converted. A Multiple Voting Share that is converted into Subordinate Voting Shares as provided for 

in this subsection (f)(iii) will automatically be cancelled. 

(iv) Effect of Conversion. 

All Multiple Voting Shares which shall have been surrendered for conversion as herein provided shall no 

longer be deemed to be outstanding and all rights with respect to such shares shall immediately cease and 



 

 

 

terminate at the time of conversion (the "Conversion Time"), except only the right of the holders thereof to 

receive Subordinate Voting Shares in exchange therefor. 

(g) Subdivision or Consolidation. 

No subdivision or consolidation of the Multiple Voting Shares shall occur unless, simultaneously, the Subordinate 

Voting Shares are subdivided or consolidated or otherwise adjusted so as to maintain and preserve the relative rights 

of the holders of the shares of each of the said classes. Subject to Section (f), the Multiple Voting Shares cannot be 

converted into any other class of shares. 

B. Effective as of the date hereof,  to add the following conversion clause to the Class B shares of the 

Corporation: 

Conversion Rights. 

(a) A holder of Class B shares may, with effect immediately prior to the closing (the 

“Closing”) of the Corporation’s proposed “qualifying transaction” as a “special purpose 

acquisition corporation” (each within the meaning of the NEO Exchange Listing Manual 

substantially as described in the Corporation’s final prospectus dated __________, 20__ , 

convert any or all of the Class B  shares registered in the name of the holder on the books 

of the Corporation as of the date of such final prospectus into Multiple Voting Shares as 

the same shall be constituted at the time of conversion upon the basis of 1 Multiple 

Voting Share for each Class B share so converted; provided that on conversion of any 

Class B shares the holders thereof will not be entitled to any adjustment of dividends on 

such Class B shares or on the Multiple Voting Share issuable on conversion. For greater 

certainty, no Class B shares issued after the date of such final prospectus shall be entitled 

to such conversion right; 

(b) The conversion right provided for herein may be exercised by notice in writing given to 

the Corporation at its registered office accompanied by the certificate or certificates 

representing the Class B shares in respect of which the holder thereof desires to exercise 

such right of conversion and such notice shall be executed by the person registered on the 

books of the Corporation as the holder of the Class B shares in respect of which such 

right is being exercised or by his duly authorized attorney and shall specify the number of 

such shares which the holder desires to have converted.  To be effective, the notice must 

have been provided on or before the date of the special resolution of the holders of Class 

B shares approving the amendments to the Corporation’s articles which added this 

conversion right shall be deemed to take effect as provided in clause B.(a) above.  If a 

part only of the Class B shares represented by any certificate is converted, a new 

certificate for the balance shall be issued by the Corporation.  All Multiple Voting Shares 

resulting from any conversion provided for herein shall be fully paid and non-assessable. 

C. Effective simultaneously with the Closing referred to in clause B.(a) above, the Class B shares in the capital 

of the corporation shall be re-designated as Subordinate Voting Shares (which are for greater certainty also 

unlimited in number), and the rights, privileges, restrictions and conditions attaching to the Class B shares 

shall be deleted and superseded by the following: 

(a) Voting Rights. 

Holders of Subordinate Voting Shares shall be entitled to notice of and to attend at any meeting of the shareholders 

of the Company, except a meeting of which only holders of another particular class or series of shares of the 

Company shall have the right to vote. At each such meeting, holders of Subordinate Voting Shares shall be entitled 

to one vote in respect of each Subordinate Voting Share held. 



 

 

 

Except as otherwise provided in these Articles or except as provided in the Business Corporations Act, Subordinate 

Voting Shares and Multiple Voting Shares are equal in all respects and shall vote together as if they were shares of a 

single class. In connection with any Change of Control Transaction requiring approval of the holders of Subordinate 

Voting Shares and Multiple Voting Shares under the Business Corporations Act, holders of Subordinate Voting 

Shares and Multiple Voting Shares shall be treated equally and identically, on a per share basis, unless different 

treatment of the shares of each such class is approved by a majority of the votes cast by the holders of outstanding 

Subordinate Voting Shares or their proxyholders in respect of a resolution approving such Change of Control 

Transaction, voting separately as a class at a meeting of the holders of that class called and held for such purpose. 

Notwithstanding the provisions of the second paragraph of this subsection (a), the holders of Subordinate Voting 

Shares shall be entitled to vote as a separate class, in addition to any other vote of shareholders that may be required, 

in respect of any alteration, repeal or amendment of these Articles which would: (i) adversely affect the rights or 

special rights of the holders of Subordinate Voting Shares, (including an amendment to the terms of these Articles 

which provide that any Multiple Voting Shares sold or transferred to a Person that is not a Permitted Holder shall be 

automatically converted into Subordinate Voting Shares); or (ii) affect the holders of Subordinate Voting Shares and 

Multiple Voting Shares differently, on a per share basis; or (iii) create any class or series of shares ranking equal to 

or senior to the Subordinate Voting Shares; and in each case such alteration, repeal or amendment shall not be 

effective unless a resolution in respect thereof is approved by a majority of the votes cast by holders of outstanding 

Subordinate Voting Shares. 

(b) Alteration to Rights of Subordinate Voting Shares. 

As long as any Subordinate Voting Shares remain outstanding, the Company will not, without the consent of the 

holders of the Subordinate Voting Shares by separate special resolution alter or amend these Articles if the result 

would (i) prejudice or interfere with any right or special right attached to the Subordinate Voting Shares, or (ii) 

affect the rights or special rights of holders of Subordinate Voting Shares or Multiple Voting Shares on a per share 

basis as provided herein. 

(c) Dividends. 

Holders of Subordinate Voting Shares shall be entitled to receive, as and when declared by the directors, dividends 

in cash or property of the Company. No dividend will be declared or paid on the Multiple Voting Shares unless the 

Company simultaneously declares or pays, as applicable, equivalent dividends (on a per share basis) on the 

Subordinate Voting Shares. In the event of the payment of a dividend in the form of shares, holders of Subordinate 

Voting Shares shall receive Subordinate Voting Shares, unless otherwise determined by the Board of Directors of 

the Company. 

(d) Liquidation, Dissolution or Winding-Up. 

In the event of the liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, or in 

the event of any other distribution of assets of the Company among its shareholders for the purpose of winding up its 

affairs, the holders of Subordinate Voting Shares shall be entitled to participate ratably along with all holders of 

Multiple Voting Shares and other holders of Subordinate Voting Shares (on a per share basis). 

(e) Rights to Subscribe; Pre-Emptive Rights. 

The holders of Subordinate Voting Shares are not entitled to a right of first refusal to subscribe for, purchase or 

receive any part of any issue of shares, or bonds, debentures or other securities of the Company now or in the future. 

(f) Subdivision or Consolidation. 

No subdivision or consolidation of the Subordinate Voting Shares shall occur unless, simultaneously, the Multiple 

Voting Shares are subdivided or consolidated or otherwise adjusted so as to maintain and preserve the relative rights 



 

 

 

of the holders of the shares of each of the said classes. Subject to Section 27.1(1)(g), the Subordinate Voting Shares 

cannot be converted into any other class of shares. 

(g) Conversion of Subordinate Voting Shares Upon an Offer. 

(i)  For the purposes of these share provisions: 

1. "Affiliate" has the meaning assigned by the Securities Act (Ontario) as, from 

time to time, amended, re-enacted or replaced; 

2. "Associate" has the meaning assigned by the Securities Act (Ontario) as, from 

time to time, amended, re-enacted or replaced; 

3. "Conversion Period" means the period of time commencing on the eighth day 

after the Offer Date and terminating on the Expiry Date; 

4. "Converted Shares" means Multiple Voting Shares resulting from the conversion 

of Subordinate Voting Shares into Multiple Voting Shares pursuant to 

subparagraph (ii); 

5. "Exclusionary Offer" means an offer to purchase Multiple Voting Shares that: 

i. is a General Offer; and 

ii. is not made concurrently with an offer to purchase 

Subordinate Voting Shares that is identical to the offer to 

purchase Multiple Voting. Shares in terms of price per share 

and percentage of outstanding shares to be taken up exclusive 

of shares owned immediately prior to the offer by the Offeror, 

and in all other material respects, and that has no condition 

attached other than the right not to take up and pay for shares 

tendered if no shares are purchased pursuant to the offer for 

Multiple Voting Shares; 

and for the purposes of this definition, if an offer to purchase Multiple Voting 

Shares is a General Offer but not an Exclusionary Offer, the varying of any term 

of such offer shall be deemed .to constitute the making of a new offer unless a 

variation identical in all material respects concurrently is made to the 

corresponding offer to purchase Subordinate Voting Shares; 

6. "Expiry Date" means the last date on which holders of Multiple Voting Shares 

may accept an Exclusionary Offer; 

7. "General Offer" means an offer to purchase Multiple Voting Shares that must, 

by reason of applicable securities legislation or the requirements of any stock 

exchange on which the Multiple Voting Shares are listed, be made to all  or 

substantially all holders of Multiple Voting Shares who are in a province of 

Canada to which any such legislation or requirement applies (assuming that the 

offeree was resident in Ontario); 

8. "Offer Date" means the date on which an Exclusionary Offer is made; 

9. "Offeror" means a Person that makes an offer to purchase Multiple Voting 

Shares (the "bidder"), and includes any Associate or Affiliate of the bidder or 



 

 

 

any Person that is disclosed in the offering document to be acting jointly or in 

concert with the bidder, 

10. "Person" has the meaning assigned by the Securities Act (Ontario) as, from time 

to time, amended, re-enacted or replaced and includes a company or other body 

corporate wherever or however incorporated; and 

11. "Transfer Agent" means the transfer agent at the relevant time for the Multiple 

Voting Shares (and if there is no such transfer agent, “Transfer Agent” means 

the Company); 

ii. subject to subparagraph (v), if an Exclusionary Offer is made, each outstanding 

Subordinate Voting Share shall be convertible into one (1) Multiple Voting Share at the 

option of each holder of Subordinate Voting Shares during the Conversion Period. The 

conversion right may be exercised by notice in writing given to the Transfer Agent prior 

to the Expiry Date accompanied by the share certificate or certificates representing the 

Subordinate Voting Shares which the holder desires to convert, together with any letter of 

transmittal or other documentation required by the Transfer Agent or pursuant to the 

Exclusionary Offer, in either case in duly executed or completed form, and such notice 

shall be executed by such holder, or by his attorney duly authorized in writing, and shall 

specify the number of Subordinate Voting Shares which the holder desires to have 

converted. The Company shall pay any stamp, transfer or similar tax (but for greater 

certainty, no income or capital gains tax) imposed on or in respect of such conversion. If 

less than all of the Subordinate Voting Shares represented by any share certificate are to 

be converted, the holder shall be entitled to receive a new share certificate representing in 

the aggregate the number of Subordinate Voting Shares represented by the original share 

certificate which are not to be converted. Upon any conversion of any shares of any class 

into shares of another class, the Company shall adjust the capital accounts maintained for 

the respective classes of shares as provided in the Business Corporations Act; 

iii. an election by a holder of Subordinate Voting Shares to exercise the conversion right 

provided for in subparagraph (ii) shall be deemed to also constitute irrevocable elections 

by such holder (a) to deposit the Converted Shares pursuant to the Exclusionary Offer 

(subject to such holder's right to subsequently withdraw the shares from the offer), and 

(b) to exercise the right to convert back into Subordinate Voting Shares (on a 1:1 basis) 

all Converted Shares in respect of which such holder exercises his right of withdrawal 

from the  Exclusionary Offer or which are not otherwise ultimately taken up under the 

Exclusionary Offer.  Any conversion of Converted Shares back into Subordinate Voting 

Shares in respect of which the holder exercises his right of withdrawal from the 

Exclusionary Offer shall become effective at the time such right of withdrawal is 

exercised. If the right of withdrawal is not exercised, any conversion of Converted Shares 

back into Subordinate Voting Shares pursuant to a deemed election shall become 

effective: 

1. for Converted Shares not taken up in accordance with the terms of an 

Exclusionary Offer which is nonetheless completed, on the day that the Offeror 

has taken up and paid for all shares to be acquired by the Offeror under the 

Exclusionary Offer; and 

2. in respect of an Exclusionary Offer which is abandoned or withdrawn, at the 

time at which the Exclusionary Offer is abandoned or withdrawn; 

iv. no share certificates representing Converted Shares shall be delivered to the holders of 

such shares before such shares are deposited pursuant to the Exclusionary Offer. The 

Transfer Agent, on· behalf of the holders of the Converted Shares, shall deposit pursuant 



 

 

 

to the Exclusionary Offer the certificates representing all Subordinate Voting Shares for 

which the certificates, notices and other documents have been duly delivered to the 

Transfer Agent pursuant to subparagraph (ii) and shall advise the Offeror of the extent 

that such certificates so deposited represent Multiple Voting Shares of the Company.  

Upon completion of the Exclusionary Offer, the Transfer Agent shall deliver to the 

holders of the shares purchased pursuant to the Exclusionary Offer all consideration paid 

by the Offeror pursuant to the Exclusionary Offer. If Converted Shares are converted 

back into Subordinate Voting Shares pursuant to subparagraph (iii), the Transfer Agent 

shall deliver to the holders entitled thereto share certificates representing the Subordinate 

Voting Shares resulting from the conversion. Provided however that if no Subordinate 

Voting Shares of a shareholder were acquired by the Offeror pursuant to the Exclusionary 

Offer, the Transfer Agent shall return the original share certificate (if not duly endorsed 

for transfer to a named transferee) evidencing such Subordinate Voting Shares tendered 

pursuant to subparagraph (ii) in satisfaction of its obligations under this subparagraph 

(iv). The Company shall make all arrangements with the Transfer Agent necessary or 

desirable to give effect to this subparagraph (iv); 

v. subject to subparagraph (vi), the conversion right provided for in subparagraph (ii) shall 

not come into effect if: 

1. prior to the time at which the Exclusionary Offer is made there is or has been 

delivered to the Transfer Agent and to the Secretary of the Company a 

certification or certifications signed by or on behalf of one or more shareholders 

of the Company owning in the aggregate, as at the time the Exclusionary Offer 

is made, more than 50% of the then outstanding Multiple Voting Shares, 

exclusive of shares owned immediately prior to the Exclusionary Offer by the 

Offeror, which certification or certifications shall confirm, in the case of each 

such shareholder that made such certification, that such shareholder shall not: 

i. accept any Exclusionary Offer without giving the Transfer  

Agent and the Secretary of the Company written notice of 

such acceptance or intended acceptance at least 7 days prior to 

the Expiry Date; 

ii. make any Exclusionary Offer; 

iii. act jointly or in concert with any Person that makes any 

Exclusionary Offer, or 

iv. transfer any Multiple Voting Shares, directly or indirectly, 

during the time any Exclusionary Offer is outstanding  without 

giving the Transfer Agent and the Secretary of the Company 

written notice of such transfer or intended transfer at least 7 

days prior to the Expiry Date, which notice shall state, if 

known to the transferor, the names of the transferees and the 

number of Multiple Voting Shares transferred or to be 

transferred to each transferee; or 

2. within 7 days after the Offer Date there is delivered to the Transfer Agent and to 

the Secretary of the Company a certification or certifications signed by or on 

behalf of one or more shareholders of the Company owning in the aggregate 

more than 50% of the then outstanding Multiple Voting Shares (exclusive of 

shares owned immediately prior to the Exclusionary Offer by the Offeror) which 

certification or certifications shall confirm, in the case of each shareholder who 

made such certification: 



 

 

 

i. the number of Multiple Voting Shares owned by the 

shareholder;  

ii. that such shareholder is not making the Exclusionary Offer 

and is not an Associate or Affiliate of, or acting jointly or in 

concert with, the Person making such offer; 

iii. that such shareholder shall not accept the Exclusionary Offer, 

including any varied form of the offer, without giving the 

Transfer Agent and the Secretary of the Company written 

notice of such acceptance or intended acceptance at least 7 

days prior to the Expiry Date; and 

iv. that such shareholder shall not transfer any Multiple Voting 

Shares, directly or indirectly, prior to the Expiry Date without 

giving the Transfer Agent and the Secretary of the Company 

written notice of such transfer or intended transfer at least 7 

days prior to the Expiry Date, which notice shall state, if 

known to the transferor, the names of the transferees and the 

number of Multiple Voting Shares transferred or to be 

transferred to each transferee if this information is known to 

the transferor; 

vi. if a notice (the "Notice") referred to in sub-clause (v)(1)(i), (v)(1)(iv), (v)(2)(iii) or 

(v)(B)(4) is given to the Transfer Agent and to the Secretary of the Company and the 

conversion right provided for in subparagraph (ii) has not, because of the giving of such 

Notice, come into effect, the Company shall either forthwith upon receipt of the Notice or 

forthwith after the seventh day following the Offer Date, whichever is later, make a good 

faith determination as to whether there are subsisting certifications that comply with 

either clause (v)(A) or (v)(B) from shareholders of the Company who own in the 

aggregate more than 50% of the then outstanding Multiple Voting Shares, exclusive of 

shares owned immediately prior to the Exclusionary Offer by the Offeror. If the 

Company determines that there are not such subsisting certifications, subparagraph (v) 

shall cease to apply and the conversion right provided for in subparagraph (ii) shall be in 

effect for the remainder of the Conversion Period; 

vii. as soon as reasonably possible after the seventh day after the Offer Date, the Company 

shall send to each holder of Subordinate Voting Shares a written notice advising the 

holders as to whether they are entitled to convert their Subordinate Voting Shares into 

Multiple Voting Shares and the reasons therefor. If such notice discloses that they are not 

so entitled but it is subsequently determined that they are so entitled by virtue of 

subparagraph (vi) or otherwise, the Company shall forthwith send another notice to them  

advising them of that fact and the reasons therefor; 

viii. if a notice referred to in subparagraph (vii) discloses that the conversion right set forth in 

subsection (g)(ii) has come into effect, the notice shall: 

1. include a description of the procedure to be followed to effect the conversion 

and to have the Converted Shares tendered under the Exclusionary Offer; 

2. include the information set out in subparagraph (iii) hereof; and 

3. be accompanied by a copy of the Exclusionary Offer and all other materials sent 

to any holders of Multiple Voting Shares in respect of such offer; and as soon as 

reasonably possible after any additional material, including any notice of 



 

 

 

variation, is sent to any holders of Multiple Voting Shares in respect of such 

offer, the Company shall send a copy of such additional materials to each holder 

of Subordinate Voting Shares; 

ix. prior to or forthwith after sending any notice referred to in subparagraph (vii), the 

Company shall cause a news release to be issued to a Canadian national news service, 

describing the contents of the notice; and 

x. references to share certificates shall include, as applicable, the equivalent in any non-

certificated inventory system (such as, for example, a Direct Registration System), with 

appropriate changes. 

D. Effective immediately following the Closing referred to in clause B.(a) above, any remaining (i.e. non-

redeemed) issued and outstanding Class A Restricted Voting Shares shall be automatically converted into 

Subordinate Voting Shares on the basis of 1 Subordinate Voting Share for each Class A Restricted Voting 

Share so converted. After such conversion of the Class A Restricted Voting Shares, the Class A Restricted 

Voting Shares shall be removed from the authorized capital of the Corporation in their entirety. 

E. After giving effect to the foregoing, the classes and authorized number of shares that the Corporation shall 

be authorized to issues is an unlimited number of Multiple Voting Shares and an unlimited number of 

Subordinate Voting Shares, each with the rights, privileges, restrictions an conditions as set out in these 

articles. 
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CONTINUATION APPLICATION 

FORM 16 – BC COMPANY 
Section 302 Business Corporations Act 

 

Telephone: 1 877 526-1526 
www.bcregistryservices.gov.bc.ca 
 

DO NOT MAIL THIS FORM to the BC Registry Services 
unless you are instructed to do so by registry staff.   
The Regulation under the Business Corporations Act 
requires the electronic version of this form to be filed 
on the Internet at www.corporateonline.gov.bc.ca  

C. Freedom of Information and Protection of Privacy Act (FOIPPA): Personal 
information provided on this form is collected, used and disclosed under the 
authority of the FOIPPA and the Business Corporations Act for the purposes of 
assessment.  Questions regarding the collection, use and disclosure of personal 
information can be directed to the Executive Coordinator of the BC Registry 
Services at 1 877 526-1526, PO Box 9431 Stn Prov Govt, Victoria BC  V8W 9V3. 

If you are continuing a company into BC and want the BC Incorporation number as its name, you will need to file this form on  

paper.  Complete this form and mail to the Corporate Registry, along with a letter from the corporation’s home jurisdiction  

authorizing the continuation in.  For information on the content of the authorization letter, see the Corporate Online Help Centre  

at www.corporateline.gov.bc.ca for “Continuation Application” and “Authorization for Continuation In.” 

A. NAME OF COMPANY – Choose one of the following: 

 
The name CSAC CANNABIS STRATEGIES ACQUISITION CORP. is the name reserved for the foreign 
corporation to be continued in.  The name reservation number is: NR7731903. 

 
The foreign corporation is to be continued in with a name created by adding “B.C. Ltd.” after the 
incorporation number of the company. 

B.  FOREIGN CORPORATION’S CURRENT JURISDICTION 

1. Corporate number assigned by the foreign corporation’s jurisdiction:  2590088 

2. Corporation’s name in the foreign corporation’s jurisdiction:  Cannabis Strategies Acquisition Corp. 

3. Foreign corporation’s date of incorporation or the  
most recent date of amalgamation or continuation:  

YYYY / MM / DD  

2017/07/31  

4. Foreign corporation’s jurisdiction of incorporation, amalgamation or continuation: ONTARIO 

D. AUTHORIZATION FOR CONTINUATION 

Authorization for the continuation from the foreign corporation’s jurisdiction is: 

 ATTACHED   ALREADY FILED 

D. REGISTRATION AS AN EXTRAPROVINCIAL COMPANY 

Is the foreign corporation currently registered in BC as an extraprovincial company? 

  YES   NO 

If YES, enter the BC registration number and name of the extraprovincial company below: 

Extraprovincial Registration Number in BC:   

Extraprovincial Company Name in BC:   

(Including assumed name, if any, approved for use in BC)  

 

E. CERTIFIED CORRECT – I have read this form and found it to be correct. 

NAME OF AUTHORIZED SIGNING AUTHORITY 
FOR THE FOREIGN CORPORATION 

SIGNATURE OF AUTHORIZED SIGNING 
AUTHORITY FOR THE FOREIGN CORPORATION DATE SIGNED 

  
 



NOTICE OF ARTICLES 

A. NAME OF COMPANY 

Set out the name of the company as set out in Item A of the Continuation Application. 

CSAC CANNABIS STRATEGIES ACQUISITION CORP.  

B. TRANSLATION OF COMPANY NAME 

Set out every translation of the company name that the company intends to use outside of Canada. N/A 

C. DIRECTOR NAME(S) AND ADDRESS(ES) 

Set out the full name, delivery address and mailing address (if different) of every director of the company.  The director may 
select to provide either (a) the delivery address and, if different, the mailing address for the office at which the individual can 
usually be served with records between 9 a.m. and 4 p.m. on business days or (b) the delivery address and, if different, the 
mailing address of the individual’s residence.  The delivery address must not be a post office box.  Attach an additional 
sheet if more space is required. 

LAST NAME  FIRST NAME  MIDDLE NAME 
DELIVERY ADDRESS INCLUDING  

PROVINCE/STATE, COUNTRY AND 
POSTAL/ ZIP CODE 

MAILING ADDRESS INCLUDING 

PROVINCE/STATE, COUNTRY AND  
POSTAL/ ZIP CODE 

Sandelman, Jonathan 
[Redacted - confidential 
personal information] same as delivery 

Smith, Mark 
[Redacted – confidential 
personal information] same as delivery 

Thindal, Kamaldeep 
[Redacted – confidential 
personal information] same as delivery 

Miles, Charles 
[Redacted – confidential 
personal information] same as delivery 

Karger, Louis F. 
[Redacted – confidential 
personal information] same as delivery 

Pitchford, Mark 
[Redacted – confidential 
personal information] same as delivery 

Menzies, Steve 
[Redacted – confidential 
personal information] same as delivery 

Burggraeve, Chris 
[Redacted – confidential 
personal information] same as delivery 

D. REGISTERED OFFICE ADDRESSES 

DELIVERY ADDRESS OF THE COMPANY’S REGISTERED OFFICE 

Suite 1700, Park Place, 666 Burrard Street, Vancouver, BC  V6C 2X8 

MAILING ADDRESS OF THE COMPANY’S REGISTERED OFFICE 

Suite 1700, Park Place, 666 Burrard Street, Vancouver, BC  V6C 2X8 

E. RECORDS OFFICE ADDRESSES 

DELIVERY ADDRESS OF THE COMPANY’S RECORDS OFFICE 

Suite 1700, Park Place, 666 Burrard Street, Vancouver, BC  V6C 2X8 

MAILING ADDRESS OF THE COMPANY’S RECORDS OFFICE 

Suite 1700, Park Place, 666 Burrard Street, Vancouver, BC  V6C 2X8 

F. AUTHORIZED SHARE STRUCTURE 



 

 

 

 

 

Maximum number of 
shares of this class or 

series of shares that the 
company is authorized to 
issue, or indicate there is 

no maximum number 

Kind of shares of this class 
or series of shares 

Are there special rights or 
restrictions attached to 

the shares of this class or 
series of shares? 

Identifying name of class 
or series of shares 

MAXIMUM NUMBER OF 

SHARES AUTHORIZED OR 

NO MAXIMUM NUMBER 

PAR VALUE OR WITHOUT PAR 

VALUE 
TYPE OF CURRENCY YES/NO 

Multiple Voting 
no maximum 

number 
without par value n/a Yes 

Subordinate Voting  
no maximum 

number 
without par value n/a Yes 
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ARTICLE 1 
INTERPRETATION 

Section 1.1 Definitions 

In these Articles, the following words and phrases have the meanings set out beside them: 

“appropriate person” has the meaning assigned in the Securities Transfer Act; 

“board of directors”, “directors” and “board” mean the directors or sole director of the Company for the 
time being; 

“Business Corporations Act” means the Business Corporations Act (British Columbia) from time to time 
in force and all amendments thereto and includes all regulations and amendments thereto made pursuant to 
that Act; 

“Company” means the company whose name is set out at the top of page 1, being the company which has 
adopted these Articles; 

“Interpretation Act” means the Interpretation Act (British Columbia) from time to time in force and all 
amendments thereto and includes all regulations and amendments thereto made pursuant to that Act; 

“legal personal representative” means the personal or other legal representative of the shareholder; 

“Multiple Voting Shares” means the multiple voting shares of the Company; 

 “protected purchaser” has the meaning assigned in the Securities Transfer Act; 

“registered address” of a shareholder means the shareholder’s address as recorded in the central securities 
register; 

“seal” means the seal of the Company, if any; 

“Securities Act” means the Securities Act (British Columbia) from time to time in force and all 
amendments thereto and includes all regulations and amendments thereto made pursuant to that Act; 

“securities legislation” means statutes concerning the regulation of securities markets and trading in 
securities and the regulations, rules, forms and schedules under those statutes, all as amended from time to 
time, and the blanket rulings and orders, as amended from time to time, issued by the securities 
commissions or similar regulatory authorities appointed under or pursuant to those statutes; “Canadian 
securities legislation” means the securities legislation in any applicable province or territory of Canada 
and includes the Securities Act; and “U.S. securities legislation” means the securities legislation in the 
federal jurisdiction of the United States and in any state of the United States and includes the Securities Act 
of 1933 and the Securities Exchange Act of 1934; 

“Securities Transfer Act” means the Securities Transfer Act (British Columbia) from time to time in force 
and all amendments thereto and includes all regulations and amendments thereto made pursuant to that Act; 
and 

“Subordinate Voting Shares” means the subordinate voting shares of the Company. 

Section 1.2 Business Corporations Act and Interpretation Act Definitions Applicable 

The definitions in the Business Corporations Act and the definitions and rules of construction in the 
Interpretation Act, with the necessary changes, so far as applicable, and unless the context requires otherwise, apply 
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to these Articles as if they were an enactment. If there is a conflict between a definition in the Business Corporations 
Act and a definition or rule in the Interpretation Act relating to a term used in these Articles, the definition in the 
Business Corporations Act will prevail in relation to the use of the term in these Articles. If there is a conflict 
between these Articles and the Business Corporations Act, the Business Corporations Act will prevail.   

ARTICLE 2 
SHARES AND SHARE CERTIFICATES 

Section 2.1 Authorized Share Structure 

The authorized share structure of the Company consists of shares of the kinds, classes and, if any, series 
described in the Notice of Articles of the Company.     

Section 2.2 Form of Share Certificate 

Each share certificate issued by the Company must comply with, and be signed as required by, the Business 
Corporations Act. 

Section 2.3 Shareholder Entitled to Certificate or Acknowledgment 

Unless the shares of which the shareholder is the registered owner are uncertificated shares within the 
meaning of the Business Corporations Act, each shareholder is entitled, without charge, to (a) one share certificate 
representing the shares of each class or series of shares registered in the shareholder’s name or (b) a non-transferable 
written acknowledgment of the shareholder’s right to obtain such a share certificate, provided that in respect of a 
share held jointly by several persons, the Company is not bound to issue more than one share certificate or 
acknowledgment and delivery of a share certificate or an acknowledgment to one of several joint shareholders or to 
a duly authorized agent of one of the joint shareholders will be sufficient delivery to all. 

Section 2.4 Delivery by Mail 

Any share certificate or non-transferable written acknowledgment of a shareholder’s right to obtain a share 
certificate may be sent to the shareholder by mail at the shareholder’s registered address and neither the Company 
nor any director, officer or agent of the Company (including the Company’s legal counsel or transfer agent) is liable 
for any loss to the shareholder because the share certificate or acknowledgement is lost in the mail or stolen. 

Section 2.5 Replacement of Worn Out or Defaced Certificate or Acknowledgement 

(1) If the Company is satisfied that a share certificate or a non-transferable written acknowledgment of the 
shareholder’s right to obtain a share certificate is worn out or defaced, it must, on production to it of the 
share certificate or acknowledgment, as the case may be, and on such other terms, if any, as it thinks fit: 

(a) order the share certificate or acknowledgment, as the case may be, to be cancelled; and 

(b) issue a replacement share certificate or acknowledgment, as the case may be. 

Section 2.6 Replacement of Lost, Destroyed or Wrongfully Taken Certificate  

(1) If a person entitled to a share certificate claims that the share certificate has been lost, destroyed or 
wrongfully taken, the Company must issue a new share certificate, if that person: 

(a) so requests before the Company or its transfer agent has notice that the share certificate has been 
acquired by a protected purchaser; 
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(b) provides the Company and its transfer agent with an indemnity bond sufficient in the Company 
and its transfer agent’s judgement to protect the Company and its transfer agent from any loss that 
the Company or its transfer agent may suffer by issuing a new certificate; and 

(c) satisfies any other reasonable requirements imposed by the Company or its transfer agent. 

A person entitled to a share certificate may not assert against the Company a claim for a new share 
certificate where a share certificate has been lost, apparently destroyed or wrongfully taken if that person 
fails to notify the Company of that fact within a reasonable time after that person has notice of it and the 
Company registers a transfer of the shares represented by the certificate before receiving a notice of the 
loss, apparent destruction or wrongful taking of the share certificate. 

Section 2.7 Recovery of New Share Certificate 

If, after the issue of a new share certificate, a protected purchaser of the original share certificate presents 
the original share certificate for the registration of transfer, then in addition to any rights under any indemnity bond, 
the Company may recover the new share certificate from a person to whom it was issued or any person taking under 
that person other than a protected purchaser. 

Section 2.8 Splitting Share Certificates 

If a shareholder surrenders a share certificate to the Company with a written request that the Company issue 
in the shareholder’s name two or more share certificates, each representing a specified number of shares and in the 
aggregate representing the same number of shares as represented by the share certificate so surrendered, the 
Company must cancel the surrendered share certificate and issue replacement share certificates in accordance with 
that request. 

Section 2.9 Certificate Fee 

There must be paid to the Company, in relation to the issue of any share certificate under Sections 2.5, 2.6 
or 2.8, the amount, if any and which must not exceed the amount prescribed under the Business Corporations Act, 
determined by the directors. 

Section 2.10 Recognition of Trusts 

Except as required by law or statute or these Articles, no person will be recognized by the Company as 
holding any share upon any trust, and the Company is not bound by or compelled in any way to recognize (even 
when having notice thereof) any equitable, contingent, future or partial interest in any share or fraction of a share or 
(except as required by law or statute or these Articles or as ordered by a court of competent jurisdiction) any other 
rights in respect of any share except an absolute right to the entirety thereof in the shareholder. 

ARTICLE 3 
ISSUE OF SHARES 

Section 3.1 Directors Authorized 

Subject to the Business Corporations Act and the rights of the holders of issued shares of the Company, the 
Company may allot, sell, issue and otherwise dispose of the unissued shares, and issued shares held by the 
Company, at the times, to the persons, including directors, in the manner, on the terms and conditions and for the 
issue prices (including any premium at which shares with par value may be issued) that the directors may determine. 
The issue price for a share with par value must be equal to or greater than the par value of the share. 
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Section 3.2 Commissions and Discounts 

The Company may pay at any time a reasonable commission or allow a reasonable discount to any person 
in consideration of that person purchasing or agreeing to purchase shares of the Company from the Company or any 
other person or procuring or agreeing to procure purchasers for shares of the Company. 

Section 3.3 Brokerage 

The Company may pay such brokerage fee or other consideration as may be lawful for or in connection 
with the sale or placement of its securities. 

Section 3.4 Conditions of Issue 

(1) Except as provided for by the Business Corporations Act, no share may be issued until it is fully paid. A 
share is fully paid when: 

(a) consideration is provided to the Company for the issue of the share by one or more of the 
following: 

(i) past services performed for the Company; 

(ii) property; 

(iii) money; and 

(b) the value of the consideration received by the Company equals or exceeds the issue price set for 
the share under Section 3.1. 

Section 3.5 Share Purchase Warrants and Rights 

Subject to the Business Corporations Act, the Company may issue share purchase warrants, options and 
rights upon such terms and conditions as the directors determine, which share purchase warrants, options and rights 
may be issued alone or in conjunction with debentures, debenture stock, bonds, shares or any other securities issued 
or created by the Company from time to time.   

ARTICLE 4 
SHARE REGISTERS 

Section 4.1 Central Securities Register 

(1) The Company must maintain in British Columbia a central securities register as required by the Business 
Corporations Act. The directors may appoint: 

(a) an agent to maintain the central securities register; and 

(b) one or more agents, including the agent which keeps the central securities register, as transfer 
agent for its shares or any class or series of its shares, as the case may be, and the same or another 
agent as registrar for its shares or such class or series of its shares. 

The directors may terminate such appointment of any agent at any time and may appoint another agent in 
its place. 

Section 4.2 Closing Register 

The Company must not at any time close its central securities register.   
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ARTICLE 5 
SHARE TRANSFERS 

Section 5.1 Registering Transfers 

(1) The Company must register a transfer of a share of the Company if either:  

(a) the Company or the transfer agent or registrar for the class or series of share to be transferred has 
received: 

(i) in the case where the Company has issued a share certificate in respect of the share to be 
transferred, that share certificate and a written instrument of transfer (which may be on a 
separate document or endorsed on the share certificate) made by the shareholder or other 
appropriate person or by an agent who has actual authority to act on behalf of that person; 

(ii) in the case of a share that is not represented by a share certificate (including an 
uncertificated share within the meaning of the Business Corporations Act and including 
the case where the Company has issued a non-transferable written acknowledgement of 
the shareholder’s right to obtain a share certificate in respect of the share to be 
transferred), a written instrument of transfer, made by the shareholder or other 
appropriate person or by an agent who has actual authority to act on behalf of that person; 
and 

(iii) such other evidence, if any, as the Company or the transfer agent or registrar for the class 
or series of share to be transferred may require to prove the title of the transferor or the 
transferor’s right to transfer the share, that the written instrument of transfer is genuine 
and authorized and that the transfer is rightful or to a protected purchaser (which may 
include a medallion or similar signature guarantee); or 

(b) all the preconditions for a transfer of a share under the Securities Transfer Act have been met and 
the Company is required under the Securities Transfer Act to register the transfer. 

Section 5.2 Waivers of Requirements for Transfer 

The Company may waive any of the requirements set out in Section 5.1(1)(a) and any of the preconditions 
referred to in Section 5.1(1)(b). 

Section 5.3 Form of Instrument of Transfer 

The instrument of transfer in respect of any share of the Company must be either in the form, if any, on the 
back of the Company’s share certificates or in any other form that may be approved by the Company or the transfer 
agent for the class or series of shares to be transferred. 

Section 5.4 Transferor Remains Shareholder 

Except to the extent that the Business Corporations Act otherwise provides, the transferor of shares is 
deemed to remain the holder of the shares until the name of the transferee is entered in a securities register of the 
Company in respect of the transfer. 

Section 5.5 Signing of Instrument of Transfer 

If a shareholder or other appropriate person or an agent who has actual authority to act on behalf of that 
person, signs an instrument of transfer in respect of shares registered in the name of the shareholder, subject to the 
Company or its transfer agent requiring a medallion or similar signature guarantee and/or other evidence of 
authority, the signed instrument of transfer constitutes a complete and sufficient authority to the Company and its 
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directors, officers and agents to register the number of shares specified in the instrument of transfer or specified in 
any other manner, or, if no number is specified but share certificates are deposited with the instrument of transfer, all 
the shares represented by such share certificates: 

(a) in the name of the person named as transferee in that instrument of transfer; or 

(b) if no person is named as transferee in that instrument of transfer, in the name of the person on 
whose behalf the instrument is deposited for the purpose of having the transfer registered. 

Section 5.6 Enquiry as to Title Not Required 

Neither the Company nor any director, officer or agent of the Company is bound to inquire into the title of 
the person named in the instrument of transfer as transferee or, if no person is named as transferee in the instrument 
of transfer, of the person on whose behalf the instrument is deposited for the purpose of having the transfer 
registered or is liable for any claim related to registering the transfer by the shareholder or by any intermediate 
owner or holder of the shares, of any interest in the shares, of any share certificate representing such shares or of any 
written acknowledgment of a right to obtain a share certificate for such shares. 

ARTICLE 6 
TRANSMISSION OF SHARES 

Section 6.1 Legal Personal Representative Recognized on Death 

In the case of the death of a shareholder, the legal personal representative of the shareholder, or in the case 
of shares registered in the shareholder’s name and the name of another person in joint tenancy, the surviving joint 
holder, will be the only person recognized by the Company as having any title to the shareholder’s interest in the 
shares. Before recognizing a person as a legal personal representative of a shareholder, the directors may require the 
original grant of probate or letters of administration or a court certified copy of them or the original or a court 
certified or authenticated copy of the grant of representation, will, order or other instrument or other evidence of the 
death under which title to the shares or securities is claimed to vest. 

Section 6.2 Rights of Legal Personal Representative 

The legal personal representative of a shareholder has the rights, privileges and obligations that attach to 
the shares held by the shareholder, including the right to transfer the shares in accordance with these Articles and 
applicable securities legislation, if appropriate evidence of appointment or incumbency within the meaning of the 
Securities Transfer Act has been deposited with the Company. This Section 6.2 does not apply in the case of the 
death of a shareholder with respect to shares registered in the shareholder’s name and the name of another person in 
joint tenancy. 

ARTICLE 7 
PURCHASE OF SHARES 

Section 7.1 Company Authorized to Purchase or Otherwise Acquire Shares 

Subject to Section 7.2, the special rights or restrictions attached to the shares of any class or series of 
shares, the Business Corporations Act and applicable securities legislation, the Company may, if authorized by the 
directors, purchase or otherwise acquire any of its shares at the price and upon the terms determined by the directors. 

Section 7.2 No Purchase, Redemption or Other Acquisition When Insolvent 

(1) The Company must not make a payment or provide any other consideration to purchase, redeem or 
otherwise acquire any of its shares if there are reasonable grounds for believing that: 

(a) the Company is insolvent; or 
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(b) making the payment or providing the consideration would render the Company insolvent. 

Section 7.3 Sale and Voting of Purchased, Redeemed or Otherwise Acquired Shares 

(1) If the Company retains a share redeemed, purchased or otherwise acquired by it, the Company may sell or 
otherwise dispose of the share, but, while such share is held by the Company, it: 

(a) is not entitled to vote the share at a meeting of its shareholders; 

(b) must not pay a dividend in respect of the share; and 

(c) must not make any other distribution in respect of the share. 

ARTICLE 8 
BORROWING POWERS 

(1) The Company, if authorized by the directors, may: 

(a) borrow money in the manner and amount, on the security, from the sources and on the terms and 
conditions that they consider appropriate; 

(b) issue bonds, debentures and other debt obligations either outright or as security for any liability or 
obligation of the Company or any other person and at such discounts or premiums and on such 
other terms as they consider appropriate; 

(c) guarantee the repayment of money by any other person or the performance of any of any other 
person; and 

(d) mortgage, charge, whether by way of specific or floating charge, grant a security interest in, or 
give other security on, the whole or any part of the present and future assets and undertaking of the 
Company. 

ARTICLE 9 
ALTERATIONS 

Section 9.1 Alteration of Authorized Share Structure 

(1) Subject to Section 9.2, the Company may by: 

(a) a resolution of its board of directors 

(i) increase, reduce or eliminate the maximum number of shares that the Company is 
authorized to issue out of any class or series of shares or establish a maximum number of 
shares that the Company is authorized to issue out of any class or series of shares for 
which no maximum is established; 

(ii) change all or any of its unissued, or fully paid issued, shares with par value into shares 
without par value or any of its unissued shares without par value into shares with par 
value; 

(iii) alter the identifying name of any of its shares; and 

(iv) subdivide or consolidate all or any of its unissued, or fully paid issued, shares. 

(b) an ordinary resolution: 
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(i) create one or more classes or series of shares or, if none of the shares of a class or series 
of shares are allotted or issued, eliminate that class or series of shares; and 

(ii) if the Company is authorized to issue shares of a class of shares with par value: 

(A) decrease the par value of those shares; and 

(B) if none of the shares of that class of shares are allotted or issued, increase the par 
value of those shares. 

(c) a special resolution, otherwise alter its shares or authorized share structure when required or 
permitted to do so by the Business Corporations Act.  

Section 9.2 Special Rights and Restrictions 

(1) The Company may by ordinary resolution: 

(a) create special rights or restrictions for, and attach those special rights or restrictions to, the shares 
of any class or series of shares, unless any of those shares have been issued in which case the 
Company may do so only by special resolution; or 

(b) vary or delete any special rights or restrictions attached to the shares of any class or series of 
unless any of those shares have been issued in which case the Company may do so only by special 
resolution. 

Section 9.3 Change of Name 

The Company may by a resolution of its board of directors or ordinary resolution authorize an alteration of 
its Notice of Articles to change its name or adopt or change any translation of that name. 

Section 9.4 Other Alterations 

If the Business Corporations Act does not specify the type of resolution and these Articles do not specify 
another type of resolution, the Company may by ordinary resolution alter these Articles.   

ARTICLE 10 
MEETINGS OF SHAREHOLDERS 

Section 10.1 Annual General Meetings 

The Company must, unless an annual general meeting is deferred or waived in accordance with the 
Business Corporations Act, hold its first annual general meeting following incorporation, amalgamation or 
continuation within 18 months after the date on which it was incorporated or otherwise created and recognized, and 
after that must hold an annual general meeting at least once in each calendar year and not more than 15 months after 
the last annual reference date at such time and place, either in or outside British Columbia, as may be determined by 
the directors. 

Section 10.2 Resolution Instead of Annual General Meeting 

If all the shareholders entitled to vote at an annual general meeting consent by a unanimous resolution 
under the Business Corporations Act to all of the business required to be transacted at that annual general meeting, 
the meeting is deemed to have been held on the date of the unanimous resolution. The shareholders must, in any 
unanimous resolution passed under this Section 10.2, select as the Company’s annual reference date a date that 
would be appropriate for the holding of the applicable annual general meeting. 
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Section 10.3 Calling and Location of Meetings of Shareholders 

The directors may, whenever they think fit, call a meeting of shareholders to be held at such time and place, 
either in or outside British Columbia, as may be determined by the directors. 

Section 10.4 Notice for Meetings of Shareholders 

The Company must send notice of the date, time and location of any meeting of shareholders (including, 
without limitation, any notice specifying the intention to propose a resolution as an exceptional resolution, a special 
resolution or a special separate resolution, and any notice to consider approving an amalgamation into a foreign 
jurisdiction, an arrangement or the adoption of an amalgamation agreement, and any notice of a general meeting, 
class meeting or series meeting), in the manner provided in these Articles, or in such other manner, if any, as may be 
prescribed by ordinary resolution (whether previous notice of the resolution has been given or not), to each 
shareholder entitled to attend the meeting, to each director and to the auditor of the Company, unless these Articles 
otherwise provide, at least the following number of days before the meeting: 

(a) if and for so long as the Company is a public company, 21 days; and 

(b) otherwise, 10 days. 

Section 10.5 Record Date for Notice 

The directors may set a date as the record date for the purpose of determining shareholders entitled to 
notice of any meeting of shareholders. The record date must not precede the date on which the meeting is to be held 
by more than two months or, in the case of a general meeting requisitioned by shareholders under the Business 
Corporations Act, by more than four months. The record date must not precede the date on which the meeting is 
held by fewer than: 

(a) if and for so long as the Company is a public company, 21 days; and 

(b) otherwise, 10 days. 

If no record date is set, it is 5:00 p.m. (Vancouver time) on the business day immediately preceding the first 
date on which the notice is sent or, if no notice is sent, the beginning of the meeting. 

Section 10.6 Record Date for Voting 

The directors may set a date as the record date for the purpose of determining shareholders entitled to vote 
at any meeting of shareholders. The record date must not precede the date on which the meeting is to be held by 
more than two months or, in the case of a general meeting requisitioned by shareholders under the Business 
Corporations Act, by more than four months. If no record date is set, the record date is 5:00 p.m. (Vancouver time) 
on the day immediately preceding the first date on which the notice is sent or, if no notice is sent, the beginning of 
the meeting. 

Section 10.7 Failure to Give Notice and Waiver of Notice 

The accidental omission to send notice of any meeting to, or the non-receipt of any notice by, any of the 
persons entitled to notice does not invalidate any proceedings at that meeting. Any person entitled to notice of a 
meeting of shareholders may, in writing or otherwise, waive or reduce the period of notice of such meeting. 
Attendance of a person at a meeting of shareholders is a waiver of entitlement to notice of the meeting unless that 
person attends the meeting for the express purpose of objecting to the transaction of any business on the grounds that 
the meeting is not lawfully called. 
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Section 10.8 Notice of Special Business at Meetings of Shareholders 

(1) If a meeting of shareholders is to consider special business within the meaning of Section 11.1, the notice 
of meeting must: 

(a) state the general nature of the special business; and 

(b) if the special business includes considering, approving, ratifying, adopting or authorizing any 
document or the signing of or giving of effect to any document, have attached to it a copy of the 
document or state that a copy of the document will be available for inspection by shareholders: 

(i) at the Company’s records office, or at such other reasonably accessible location in British 
Columbia as is specified in the notice; and  

(ii) during statutory business hours on any one or more specified days before the day set for 
the holding of the meeting. 

Section 10.9 Class Meetings and Series Meetings of Shareholders 

Unless otherwise specified in these Articles, the provisions of these Articles relating to a meeting of 
shareholders will apply, with the necessary changes and so far as they are applicable, to a class meeting or series 
meeting of shareholders holding a particular class or series of shares. 

Section 10.10 Electronic Meetings 

The directors may determine that a meeting of shareholders shall be held entirely by means of telephonic, 
electronic or other communication facilities that permit all participants to communicate with each other during the 
meeting. A meeting of shareholders may also be held at which some, but not necessarily all, persons entitled to 
attend may participate by means of such communications facilities, if the directors determine to make them 
available. A person participating in a meeting by such means is deemed to be present at the meeting. 

ARTICLE 11 
PROCEEDINGS AT MEETINGS OF SHAREHOLDERS 

Section 11.1 Special Business 

(1) At a meeting of shareholders, the following business is special business: 

(a) at a meeting of shareholders that is not an annual general meeting, all business is special business 
except business relating to the conduct of or voting at the meeting; 

(b) at an annual general meeting, all business is special business except for the following: 

(i) business relating to the conduct of or voting at the meeting; 

(ii) consideration of any financial statements of the Company presented to the meeting; 

(iii) consideration of any reports of the directors or auditor; 

(iv) the setting or changing of the number of directors; 

(v) the election or appointment of directors; 

(vi) the appointment of an auditor; 
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(vii) the setting of the remuneration of an auditor; 

(viii) business arising out of a report of the directors not requiring the passing of a special 
resolution or an exceptional resolution; and 

(ix) any other business which, under these Articles or the Business Corporations Act, may be 
transacted at a meeting of shareholders without prior notice of the business being given to 
the shareholders. 

Section 11.2 Special Majority 

The majority of votes required for the Company to pass a special resolution at a meeting of shareholders is 
two-thirds of the votes cast on the resolution. 

Section 11.3 Quorum 

Subject to the special rights and restrictions attached to the shares of any class or series of shares and to 
Section 11.4, the quorum for the transaction of business at a meeting of shareholders is two shareholders who are 
present in person or represented by proxy and who represent at least 25% of the applicable class or series of shares.  

Section 11.4 One Shareholder May Constitute Quorum 

(1) If there is only one shareholder entitled to vote at a meeting of shareholders: 

(a) the quorum is one person who is, or who represents by proxy, that shareholder, and 

(b) that shareholder, present in person or by proxy, may constitute the meeting. 

Section 11.5 Other Persons May Attend 

The directors, the president (if any), the secretary (if any), the assistant secretary (if any), any lawyer for 
the Company, the auditor of the Company and any other persons invited by the directors are entitled to attend any 
meeting of shareholders, but if any of those persons does attend a meeting of shareholders, that person is not to be 
counted in the quorum and is not entitled to vote at the meeting unless that person is a shareholder or proxy holder 
entitled to vote at the meeting. 

Section 11.6 Requirement of Quorum 

No business, other than the election of a chair of the meeting and the adjournment of the meeting, may be 
transacted at any meeting of shareholders unless a quorum of shareholders entitled to vote is present at the 
commencement of the meeting, but such quorum need not be present throughout the meeting. 

Section 11.7 Lack of Quorum 

(1) If, within one-half hour from the time set for the holding of a meeting of shareholders, a quorum is not 
present: 

(a) in the case of a general meeting requisitioned by shareholders, the meeting is dissolved, and 

(b) in the case of any other meeting of shareholders, the meeting stands adjourned to the same day in 
the next week at the same time and place. 
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Section 11.8 Lack of Quorum at Succeeding Meeting 

If, at the meeting to which the meeting referred to in Section 11.7(1)(b) was adjourned, a quorum is not 
present within one-half hour from the time set for the holding of the meeting, the person or persons present and 
being, or representing by proxy, one or more shareholders entitled to attend and vote at the meeting constitute a 
quorum. 

Section 11.9 Chair 

(1) The following individuals are entitled to preside as chair at a meeting of shareholders: 

(a) the chair of the board, if any; or 

(b) if the chair of the board is absent or unwilling to act as chair of the meeting, the first of the 
following individuals to agree to act as chair: the president, if any. 

Section 11.10 Selection of Alternate Chair 

If, at any meeting of shareholders, the chair of the board or president are not present within 15 minutes after 
the time set for holding the meeting, or if the chair of the board and the president are unwilling to act as chair of the 
meeting, or if the chair of the board and the president have advised the secretary, if any, or any director present at 
the meeting, that they will not be present at the meeting, one of the chief executive officer, the chief financial 
officer, a vice-president, the secretary or the Company’s legal counsel may act as chair of the meeting and, failing 
them, the directors present must choose one of their number to be chair of the meeting or if all of the directors 
present decline to take the chair or fail to so choose or if no director is present, the shareholders entitled to vote at 
the meeting who are present in person or by proxy may choose any person present at the meeting to chair the 
meeting. 

Section 11.11 Adjournments 

The chair of a meeting of shareholders may, and if so directed by the meeting must, adjourn the meeting 
from time to time and from place to place, but no business may be transacted at any adjourned meeting other than 
tl1e business left unfinished at the meeting from which the adjournment took place. 

Section 11.12 Notice of Adjourned Meeting 

It is not necessary to give any notice of an adjourned meeting or of the business to be transacted at an 
adjourned meeting of shareholders except that, when a meeting is adjourned for 30 days or more, notice of the 
adjourned meeting must be given as in the case of the original meeting. 

Section 11.13 Electronic Voting 

Any vote at a meeting of shareholders may be held entirely or partially by means of telephonic, electronic 
or other communications facilities, if the directors determine to make them available, whether or not persons entitled 
to attend participate in the meeting by means of communications facilities. 

Section 11.14 Decisions by Show of Hands or Poll 

(1) Subject to the Business Corporations Act: 

(a) for so long as any Multiple Voting Shares are outstanding, every motion put to a vote at a meeting 
of shareholders will be decided by a poll, unless the chair determines otherwise; 

(b) if no Multiple Voting Shares are outstanding, every motion put to a vote at a meeting of 
shareholders will be decided on a show of hands or the functional equivalent of a show of hands 
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by means of electronic, telephonic or other communications facility, unless a poll, before or on the 
declaration of the result of the vote by show of hands or the functional equivalent of a show of 
hands, is directed by the chair or demanded by at least one shareholder entitled to vote who is 
present in person or by proxy. 

Section 11.15 Declaration of Result 

The chair of a meeting of shareholders must declare to the meeting the decision on every question in 
accordance with the result of the show of hands (or its functional equivalent) or the poll, as the case may be, and that 
decision must be entered in the minutes of the meeting. A declaration of the chair that a resolution is carried by the 
necessary majority or is defeated is, unless a poll is directed by the chair or demanded under Section 11.14, 
conclusive evidence without proof of the number or proportion of the votes recorded in favour of or against the 
resolution. 

Section 11.16 Motion Need Not be Seconded 

No motion proposed at a meeting of shareholders need be seconded unless the chair of the meeting rules 
otherwise, and the chair of any meeting of shareholders is entitled to propose or second a motion.  

Section 11.17 Casting Vote 

In case of an equality of votes, the chair of a meeting of shareholders does not, either on a show of hands or 
on a poll, have a second or casting vote in addition to the vote or votes to which the chair may be entitled as a 
shareholder. 

Section 11.18 Manner of Taking Poll 

(1) Subject to Section 11.19, if a poll is duly demanded at a meeting of shareholders: 

(a) the poll must be taken: 

(i) at the meeting, or within seven days after the date of the meeting, as the chair of the 
meeting directs; and 

(ii) in the manner, at the time and at the place that the chair of the meeting directs; 

(b) the result of the poll is deemed to be the decision of the meeting at which the poll is demanded; 
and 

(c) the demand for the poll may be withdrawn by the person who demanded it.  

Section 11.19 Demand for Poll on Adjournment 

A poll demanded at a meeting of shareholders on a question of adjournment must be taken immediately at 
the meeting. 

Section 11.20 Chair Must Resolve Dispute 

In the case of any dispute as to the admission or rejection of a vote given on a poll, the chair of the meeting 
must determine the dispute, and their determination made in good faith is final and conclusive.  

Section 11.21 Casting of Votes  

On a poll, a shareholder entitled to more than one vote need not cast all the votes in the same way. 
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Section 11.22 No Demand for Poll on Election of Chair 

No poll may be demanded in respect of the vote by which a chair of a meeting of shareholders is elected. 

Section 11.23 Demand for Poll Not to Prevent Continuance of Meeting 

The demand for a poll at a meeting of shareholders does not, unless the chair of the meeting so rules, 
prevent the continuation of a meeting for the transaction of any business other than the question on which a poll has 
been demanded. 

Section 11.24 Retention of Ballots and Proxies  

The Company must, for at least three months after a meeting of shareholders, keep each ballot cast on a 
poll and each proxy voted at the meeting at its records office, and, during that period, make them available for 
inspection during normal business hours by any shareholder or proxyholder entitled to vote at the meeting. At the 
end of such three month period, the Company may destroy such ballots and proxies.   

ARTICLE 12 
VOTES OF SHAREHOLDERS 

Section 12.1 Number of Votes by Shareholder or by Shares 

(1) Subject to Section 25.2(1) and any other special rights or restrictions attached to any shares and to the 
restrictions imposed on joint shareholders under Section 12.3: 

(a) on a vote by show of hands, every person present who is a shareholder or proxy holder and 
entitled to vote on the matter has one vote; and 

(b) on a poll, every shareholder entitled to vote on the matter is entitled, in respect of each share 
entitled to be voted on the matter and held by that shareholder, to that number of votes provided 
by these Articles or the Business Corporations Act and may exercise that vote either in person or 
by proxy. 

Section 12.2 Votes of Persons in Representative Capacity 

A person who is not a shareholder may vote at a meeting of shareholders, whether on a show of hands or on 
a poll, and may appoint a proxy holder to act at the meeting, if, before doing so, the person satisfies the chair of the 
meeting, or the directors, that the person is a legal personal representative or a trustee in bankruptcy for a 
shareholder who is entitled to vote at the meeting. 

Section 12.3 Votes by Joint Holders 

(1) If there are joint shareholders registered in respect of any share: 

(a) any one of the joint shareholders may vote at any meeting of shareholders, either personally or by 
proxy, in respect of the share as if that joint shareholder were solely entitled to it; or  

(b) if more than one of the joint shareholders is present at any meeting of shareholders, personally or 
by proxy, and more than one of them votes in respect of that share, then only the vote of the joint 
shareholder present whose name stands first on the central securities register in respect of the 
share will be counted. 
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Section 12.4 Legal Personal Representatives as Joint Shareholders 

Two or more legal personal representatives of a shareholder in whose sole name any share is registered are, 
for the purposes of Section 12.3, deemed to be joint shareholders. 

Section 12.5 Representative of a Corporate Shareholder 

(1) If a corporation, that is not a subsidiary of the Company, is a shareholder, that corporation may appoint a 
person to act as Its representative at any meeting of shareholders of the Company, and: 

(a) for that purpose, the instrument appointing a representative must: 

(i) be received at the registered office of the Company or at any other place specified, in the 
notice calling the meeting, for the receipt of proxies, at least the number of business days 
specified in the notice for the receipt of proxies, or if no number of days is specified, two 
business days before the day set for the holding of the meeting; or 

(ii) be provided, at the meeting, to the chair of the meeting or to a person designated by the 
chair of the meeting; 

(b) if a representative is appointed under this Section 12.5: 

(i) the representative is entitled to exercise in respect of and at that meeting the same rights 
on behalf of the corporation that the representative represents as that corporation could 
exercise if it were a shareholder who is an individual, including, without limitation, the 
right to appoint a proxy holder; and 

(ii) the representative, if present at the meeting, is to be counted for the purpose of forming a 
quorum and is deemed to be a shareholder present in person at the meeting. 

Evidence of the appointment of any such representative may be sent to the Company by written instrument, 
fax or any other method of transmitting legibly recorded messages. 

Section 12.6 When Proxy Provisions Do Not Apply to the Company 

Sections 12.9 and 12.12 do not apply to the Company if and for so long as it is a public company. 

Section 12.7 Appointment of Proxy Holders  

Every shareholder of the Company, including a corporation that is a shareholder but not a subsidiary of the 
Company, entitled to vote at a meeting of shareholders of the Company may, by proxy, appoint one or more (but not 
more than five) proxy holders to attend and act at the meeting in the manner, to the extent and with the powers 
conferred by the proxy.  

Section 12.8 Alternate Proxy Holders 

A shareholder may appoint one or more alternate proxy holders to act in the place of an absent proxy 
holder. 

Section 12.9 When Proxy Holder Need Not Be Shareholder 

(1) Subject to Section 12.6 a person must not be appointed as a proxy holder unless the person is a shareholder, 
although a person who is not a shareholder may be appointed as a proxy holder if: 
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(a) the person appointing the proxy holder is a corporation or a representative of a corporation 
appointed under Section 12.5; 

(b) the Company has at the time of the meeting for which the proxy holder is to be appointed only one 
shareholder entitled to vote at the meeting; 

(c) the shareholders present in person or by proxy at and entitled to vote at the meeting for which the 
proxy holder is to be appointed, by a resolution on which the proxy holder is not entitled to vote 
but in respect of which the proxy holder is to be counted in the quorum, permit the proxy holder to 
attend and vote at the meeting. 

Section 12.10 Deposit of Proxy 

(1) A proxy for a meeting of shareholders must: 

(a) be received at the registered office of the Company or at any other place specified, in the notice 
calling the meeting, for the receipt of proxies, at least the number of business days specified in the 
notice, or if no number of days is specified, two business days before the day set for the holding of 
the meeting; or 

(b) unless the notice provides otherwise, be provided, at the meeting, to the chair of the meeting or to 
a person designated by the chair of the meeting. A proxy may be sent to the Company by written 
instrument, fax or any other method of transmitting legibly recorded messages.    

Section 12.11 Validity of Proxy Vote 

(1) A vote given in accordance with the terms of a proxy is valid notwithstanding the death or incapacity of the 
shareholder giving the proxy and despite the revocation of the proxy or the revocation of the authority 
under which the proxy is given, unless notice in writing of that death, incapacity or revocation is received:  

(a) at the registered office of the Company, at any time up to and including the last business day 
before the day set for the holding of the meeting at which the proxy is to be used; or  

(b) by the chair of the meeting, before the vote is taken. 

Section 12.12 Form of Proxy 

(1) Subject to Section 12.6, a proxy, whether for a specified meeting or otherwise, must be either in the 
following form or in any other form approved by the directors or the chair of the meeting:  

[name of company] 
(the “Company”) 

The undersigned, being a shareholder of the Company, hereby appoints [name] or, 
failing that person, [name], as proxy holder for the undersigned to attend, act and vote for 
and on behalf of the undersigned at the meeting of shareholders of the Company to be 
held on [month, day, year] and at any adjournment of that meeting.  

Number of shares in respect of which this proxy is given (if no number is specified, then 
this proxy if given in respect of all shares registered in the name of the shareholder): 

 Signed [month, day, year] 

 [Signature of shareholder] 
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 [Name of shareholder-printed] 

 

Section 12.13 Revocation of Proxy 

(1) Every proxy may be revoked by an instrument in writing that is: 

(a) received at the registered office of the Company at any time up to and including the last business 
day before the day set for the holding of the meeting at which the proxy is to be used; or 

(b) provided, at the meeting, to the chair of the meeting. 

Section 12.14 Revocation of Proxy Must Be Signed 

(1) An instrument referred to in Section 12.13 must be signed as follows: 

(a) if the shareholder for whom the proxy holder is appointed is an individual, the instrument must be 
signed by the shareholder or their legal personal representative or trustee in bankruptcy; 

(b) if the shareholder for whom the proxy holder is appointed is a corporation, the instrument 
 must be signed by the corporation or by a representative appointed for the corporation 
under Section 12.5. 

Section 12.15 Production of Evidence of Authority to Vote 

The chair of any meeting of shareholders may, but need not, inquire into the authority of any person to vote 
at the meeting and may, but need not, demand from that person production of evidence as to the existence of the 
authority to vote.   

Section 12.16 Chair May Determine Validity of Proxy. 

The chair of any meeting of shareholders may determine whether or not a proxy deposited for use at the 
meeting, which may not strictly comply with the requirements of this Article 12 as to form, execution, 
accompanying documentation, time of filing or otherwise, shall be valid for use at the meeting, and any such 
determination made in good faith shall be final, conclusive and binding upon the meeting. 

ARTICLE 13 
DIRECTORS 

Section 13.1 First Directors; Number of Directors 

The Company shall have a minimum of three and a maximum of 15 directors. The number of directors 
initially is equal to the number of first directors after the Company is first recognized under the Business 
Corporations Act and thereafter is the number within the minimum and maximum determined by the directors from 
time to time. If the number of directors has not been determined as provided in this section, the number of directors 
is the number of directors holding office immediately following the most recent election or appointment of directors, 
whether at an annual or special general meeting of the shareholders, or by the directors pursuant to Section 14.7. 

Section 13.2 Change in Number of Directors 

(1) If the number of directors is set under Section 13.1: 

(a) the shareholders may elect the directors needed to fill any vacancies in the board of directors up to 
that number; or 
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(b) the directors, subject to Section 14.7, may appoint directors to fill those vacancies. 

No decrease in the number of directors will shorten the term of an incumbent director. 

Section 13.3 Directors’ Acts Valid Despite Vacancy 

An act or proceeding of the directors is not invalid merely because fewer than the number of directors set or 
otherwise required under these Sections is in office. 

Section 13.4 Qualifications of Directors 

A director is not required to hold a share in the capital of the Company as qualification for their office but 
must be qualified as required by the Business Corporations Act to become, act or continue to act as a director. 

Section 13.5 Remuneration of Directors 

The directors are entitled to the remuneration for acting as directors, if any, as the directors may from time 
to time determine. If they so decide, the remuneration, if any, of the directors will be determined by the 
shareholders. That remuneration may be in addition to any salary or other remuneration paid to any officer or 
employee of the Company as such, who is also a director. 

Section 13.6 Reimbursement of Expenses of Directors 

The Company must reimburse each director for the reasonable expenses they may incur in and about the 
business of the Company. 

Section 13.7 Special Remuneration for Directors 

If any director performs any professional or other services for the Company that in the opinion of the 
directors are outside the ordinary duties of a director, or if any director is otherwise specially occupied in or about 
the Company’s business, they may be paid remuneration fixed by the directors, or, at the option of that director, 
fixed by ordinary resolution, and such remuneration may be either in addition to, or in substitution for, any other 
remuneration that they may be entitled to receive. 

Section 13.8 Gratuity, Pension or Allowance on Retirement of Director 

Unless otherwise determined by ordinary resolution, the directors on behalf of the Company may pay a 
gratuity or pension or allowance on retirement to any director who has held any salaried office or place of profit 
with the Company or to their spouse or dependants and may make contributions to any fund and pay premiums for 
the purchase or provision of any such gratuity, pension or allowance.   

ARTICLE 14 
ELECTION AND REMOVAL OF DIRECTORS 

Section 14.1 Election at Annual General Meeting 

(1) At every annual general meeting and in every unanimous resolution contemplated by Section 10.2: 

(a) the shareholders entitled to vote at the annual general meeting for the election of directors must 
elect, or in the unanimous resolution appoint, a board of directors consisting of the number of 
directors for the time being set by the directors under these Articles; and  

(b) the directors cease to hold office immediately before the election or appointment of directors 
under paragraph (a) but are eligible for re-election or re-appointment, subject to being nominated 
in accordance with Article 26. 
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Section 14.2 Consent to be a Director 

(1) No election, appointment or designation of an individual as a director is valid unless: 

(a) that individual consents to be a director in the manner provided for in the Business Corporations 
Act; 

(b) that individual is elected or appointed at a meeting at which the individual is present and the 
individual does not refuse, at the meeting, to be a director; or 

(c) with respect to first directors, the designation is otherwise valid under the Business Corporations 
Act.   

Section 14.3 Failure to Elect or Appoint Directors 

(1) If: 

(a) the Company fails to hold an annual general meeting, and all the shareholders who are entitled to 
vote at an annual general meeting fail to pass the unanimous resolution contemplated by Section 
10.2, on or before the date by which the annual general meeting is required to be held under the 
Business Corporations Act; or 

(b) the shareholders fail, at the annual general meeting or in the unanimous resolution contemplated 
by Section 10.2, to elect or appoint any directors; 

(c) then each director then in office continues to hold office until the earlier of: 

(i) the date on which their successor is elected or appointed; and 

(ii) the date on which they otherwise cease to hold office under the Business Corporations 
Act or these Articles. 

Section 14.4 Directors May Fill Casual Vacancies 

Any casual vacancy occurring in the board of directors may be filled by the directors. 

Section 14.5 Remaining Directors Power to Act 

The directors may act notwithstanding any vacancy in the board of directors, but if the Company has fewer 
directors in office than the number set pursuant to these Articles as the quorum of directors, the directors may only 
act for the purpose of appointing directors up to that number or of calling a meeting of shareholders for the purpose 
of filling any vacancies on the board of directors or, subject to the Business Corporations Act, for any other purpose. 

Section 14.6 Shareholders May Fill Vacancies 

If the Company has no directors or fewer directors in office than the number set pursuant to these Articles 
as the quorum of directors, the shareholders may elect or appoint directors to fill any vacancies on the board of 
directors. 

Section 14.7 Additional Directors 

(1) Notwithstanding Section 13.2, between annual general meetings or unanimous resolutions contemplated by 
Section 10.2, the directors may appoint one or more additional directors, but the number of additional 
directors appointed under this Section 14.7 must not at any time exceed: 
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(a) one-third of the number of first directors, if, at the time of the appointments, one or more of the 
first directors have not yet completed their first term of office; or 

(b) in any other case, one-third of the number of the current directors who were elected or appointed 
as directors other than under this Section 14.7. 

Any director so appointed ceases to hold office immediately before the next election or appointment of 
directors under Section 14.1(1)(a), but is eligible for re-election or re-appointment, subject to being 
nominated in accordance with Article 26. 

Section 14.8 Ceasing to be a Director 

(1) A director ceases to be a director when: 

(a) the term of office of the director expires; 

(b) the director dies; 

(c) the director resigns as a director by notice in writing provided to the Company or a lawyer for the 
Company; or 

(d) the director is removed from office pursuant to Sections 14.9 or 14.10. 

Section 14.9 Removal of Director by Shareholders 

The Company may remove any director before the expiration of their term of office by special resolution. 
In that event, the shareholders may elect, or appoint by ordinary resolution, a director to fill the resulting vacancy. If 
the shareholders do not elect or appoint a director to fill the resulting vacancy contemporaneously with the removal, 
then the directors may appoint or the shareholders may elect, or appoint by ordinary resolution, a director to fill that 
vacancy. 

Section 14.10 Removal of Director by Directors 

The directors may remove any director before the expiration of their term of office if the director is 
convicted of an indictable offence, convicted by a court of an offence under or found in breach and sanctioned by a 
securities regulatory authority of any Canadian or United States securities legislation, or if the director ceases to be 
qualified to act as a director of a company and does not promptly resign, and the directors may appoint a director to 
fill the resulting vacancy.   

ARTICLE 15 
POWERS AND DUTIES OF DIRECTORS 

Section 15.1 Powers of Management 

The directors must, subject to the Business Corporations Act and these Articles, manage or supervise the 
management of the business and affairs of the Company and have the authority to exercise all such powers of the 
Company as are not, by the Business Corporations Act or by these Articles, required to be exercised by the 
shareholders of the Company. 

Section 15.2 Appointment of Attorney of Company 

The directors may from time to time, by power of attorney or other instrument, under seal if so required by 
law, appoint any person to be the attorney of the Company for such purposes, and with such powers, authorities and 
discretions (not exceeding those vested in or exercisable by the directors under these Articles and excepting the 
power to fill vacancies in the board of directors, to remove a director, to change the membership of, or fill vacancies 
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in, any committee of the directors, to appoint or remove officers appointed by the directors and to declare dividends) 
and for such period, and with such remuneration and subject to such conditions as the directors may think fit. Any 
such power of attorney may contain such provisions for the protection or convenience of persons dealing with such 
attorney as the directors think fit. Any such attorney may be authorized by the directors to sub-delegate all or any of 
the powers, authorities and discretions for the time being vested in them.   

ARTICLE 16 
DISCLOSURE OF INTEREST OF DIRECTORS 

Section 16.1 Obligation to Account for Profits 

A director or senior officer who holds a disclosable interest (as that term is used in the Business 
Corporations Act) in a contract or transaction into which the Company has entered or proposes to enter is liable to 
account to the Company for any profit that accrues to the director or senior officer under or as a result of the contract 
or transaction only if and to the extent provided in the Business Corporations Act.  

Section 16.2 Restrictions on Voting by Reason of Interest 

A director who holds a disclosable interest in a contract or transaction into which the Company has entered 
or proposes to enter is not entitled to vote on any directors’ resolution to approve that contract or transaction, unless 
all the directors have a disclosable interest in that contract or transaction, in which case any or all of those directors 
may vote on such resolution.  

Section 16.3 Interested Director Counted in Quorum 

A director who holds a disclosable interest in a contract or transaction into which the Company has entered 
or proposes to enter and who is present at the meeting of directors at which the contract or transaction is considered 
for approval may be counted in the quorum at the meeting whether or not the director votes on any or all of the 
resolutions considered at the meeting. 

Section 16.4 Disclosure of Conflict of Interest or Property   

A director or senior officer who holds any office or possesses any property, right or interest that could 
result, directly or indirectly, in the creation of a duty or interest that materially conflicts with that individual’s duty 
or interest as a director or senior officer, must disclose the nature and extent of the conflict as required by the 
Business Corporations Act. 

Section 16.5 Director Holding Other Office in the Company 

A director may hold any office or place of profit with the Company, other than the office of auditor of the 
Company, in addition to their office of director for the period and on the terms (as to remuneration or otherwise) that 
the directors may determine. 

Section 16.6 No Disqualification 

No director or intended director is disqualified by their office from contracting with the Company either 
with regard to the holding of any office or place of profit the director holds with the Company or as vendor, 
purchaser or otherwise, and no contract or transaction entered into by or behalf of the Company in which a director 
is in any way interested is liable to be voided for that reason. 

Section 16.7 Professional Services by Director or Officer 

A director or officer, or any person in which a director or officer has an interest, may act in a professional 
capacity for the Company, except as auditor of the Company, and the director or officer or such person is entitled to 
remuneration for professional services as if that director or officer were not a director or officer.  
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Section 16.8 Director or Officer in Other Corporations 

A director or officer may be or become a director, officer or employee of, or otherwise interested in, any 
person in which the Company may be interested as a shareholder or otherwise, and the director or officer is not 
accountable to the Company for any remuneration or other benefits received by them as director, officer or 
employee of, or from their interest in, such other person.   

ARTICLE 17 
PROCEEDINGS OF DIRECTORS 

Section 17.1 Meetings of Directors 

The directors may meet together for the conduct of business, adjourn and otherwise regulate their meetings 
as they think fit, and meetings of the directors held at regular intervals may be held at the place, at the time and on 
the notice, if any, as the directors may from time to time determine. 

Section 17.2 Voting at Meetings 

Questions arising at any meeting of directors are to be decided by a majority of votes and, in the case of an 
equality of votes, the chair of the meeting does not have a second or casting vote.   

Section 17.3 Chair of Meetings 

(1) The following individual is entitled to preside as chair at a meeting of directors:  

(a) the chair of the board, if any; 

(b) in the absence of the chair of the board, the president, if any, if the president is a director; or 

(c) any other director chosen by the directors if: 

(i) neither the chair of the board nor the president, if a director, is present at the meeting 
within 15 minutes after the time set for holding the meeting; 

(ii) neither the chair of the board nor the president, if a director, is willing to chair the 
meeting; or 

(iii) the chair of the board and the president, if a director, have advised the secretary, if any, or 
any other director, that they will not be present at the meeting.    

Section 17.4 Meetings by Telephone or Other Communications Medium 

A director may participate in a meeting of the directors or of any committee of the directors in person or by 
telephone if all directors participating in the meeting, whether in person or by telephone or other communications 
medium, are able to communicate with each other. A director may participate in a meeting of the directors or of any 
committee of the directors by a communications medium other than telephone if all directors participating in the 
meeting, whether in person or by telephone or other communications medium, are able to communicate with each 
other and if all directors who wish to participate in the meeting agree to such participation. A director who 
participates in a meeting in a manner contemplated by this Section 17.4 is deemed for all purposes of the Business 
Corporations Act and these Articles to be present at the meeting and to have agreed to participate in that manner. 

Section 17.5 Calling of Meetings 

A director may, and the secretary or an assistant secretary of the Company, if any, on the request of a 
director must, call a meeting of the directors at any time. 
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Section 17.6 Notice of Meetings 

Other than for meetings held at regular intervals as determined by the directors pursuant to Section 17.1, 
not less than 48 hours notice of each meeting of the directors, specifying the place, day and time of that meeting 
must be given to each of the directors by any method set out in Section 23.1.  

Section 17.7 When Notice Not Required 

(1) It is not necessary to give notice of a meeting of the directors to a director if: 

(a) the meeting is to be held immediately following a meeting of shareholders at which that director 
was elected or appointed, or is the meeting of the directors at which that director is appointed; or  

(b) the director, as the case may be, has waived notice of the meeting. 

Section 17.8 Meeting Valid Despite Failure to Give Notice 

The accidental omission to give notice of any meeting of directors to, or the non-receipt of any notice by, 
any director, does not invalidate any proceedings at that meeting. 

Section 17.9 Waiver of Notice of Meetings 

(1) Any director may send to the Company a document signed by them waiving notice of any past, present or 
future meeting or meetings of the directors and may at any time withdraw that waiver with respect to 
meetings held after that withdrawal. After sending a waiver with respect to all future meetings and until 
that waiver is withdrawn, no notice of any meeting of the directors need be given to that director and, 
unless the director otherwise requires by notice in writing to the Company, and all meetings of the directors 
so held are deemed not to be improperly called or constituted by reason of notice not having been given to 
such director. 

(2) Attendance of a director at a meeting of the directors is a waiver of notice of the meeting, unless that 
director attends the meeting for the express purpose of objecting to the transaction of any business on the 
grounds that the meeting is not lawfully called. 

Section 17.10 Quorum 

The quorum necessary for the transaction of the business of the directors shall be a majority of the board of 
directors or such other number as the directors may determine from time to time. If the number of directors is set at 
one or two, quorum is deemed to be set at one director, and that director may constitute a meeting. 

Section 17.11 Validity of Acts Where Appointment Defective 

Subject to the Business Corporations Act, an act of a director or officer is not invalid merely because of an 
irregularity in the election or appointment or a defect in the qualification of that director or officer. 

Section 17.12 Consent Resolutions in Writing 

(1) A resolution of the directors or of any committee of the directors may be passed without a meeting: 

(a) in all cases, if each of the directors entitled to vote on the resolution consents to it in writing; or 

(b) in the case of a resolution to approve a contract or transaction in respect of which a director has 
disclosed that they have or may have a disclosable interest, if each of the other directors who are 
entitled to vote on the resolution consents to it in writing. 
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A consent in writing under this Section may be by signed document, fax, e-mail or any other method of 
transmitting legibly recorded messages. A consent in writing may be in two or more counterparts which 
together are deemed to constitute one consent in writing. A resolution of the directors or of any committee 
of the directors passed in accordance with this Section 17.12 is effective on the date stated in the consent in 
writing or on the latest date stated on any counterpart and is deemed to be a proceeding at a meeting of 
directors or of the committee of the directors and to be as valid and effective as if it had been passed at a 
meeting of the directors or of the committee of the directors that satisfies all the requirements of the 
Business Corporations Act and all the requirements of these Articles relating to meetings of the directors or 
of a committee of the directors.   

ARTICLE 18 
EXECUTIVE AND OTHER COMMITTEES 

Section 18.1 Appointment and Powers of Executive Committee 

(1) The directors may, by resolution, appoint an executive committee consisting of the director or directors that 
they consider appropriate, and this committee has, during the intervals between meetings of the board of 
directors, all of the directors’ powers, except: 

(a) the power to fill vacancies in the board of directors; 

(b) the power to remove a director; 

(c) the power to change the membership of, or fill vacancies in, any committee of the directors; and  

(d) such other powers, if any, as may be set out in the resolution or any subsequent directors’ 
resolution.  

Section 18.2 Appointment and Powers of Other Committees 

(1) The directors may, by resolution: 

(a) appoint one or more committees (other than the executive committee) consisting of the director or 
directors that they consider appropriate; 

(b) delegate to a committee appointed under paragraph (a) any of the directors ‘ powers, except:  

(i) the power to fill vacancies in the board of directors; 

(ii) the power to remove a director; 

(iii) the power to change the membership of, or fill vacancies in, any committee of the 
directors; and 

(iv) the power to appoint or remove officers appointed by the directors; and 

(c) make any delegation referred to in paragraph (b) subject to the conditions set out in the resolution 
or any subsequent directors ‘ resolution. 

Section 18.3 Obligations of Committees 

(1) In the exercise of the powers delegated to a committee appointed under Sections 18.1 or 18.2, the 
committee must: 

(a) conform to any rules that may from time to time be imposed on it by the directors; and 
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(b) report every act or thing done in exercise of those powers at such times as the directors may 
require. 

Section 18.4 Powers of Board 

(1) The directors may, at any time, with respect to a committee appointed under Sections 18.1 or 18.2: 

(a) revoke or alter the authority given to the committee, or override a decision made by the 
committee, except as to acts done before such revocation, alteration or overriding; 

(b) terminate the appointment of, or change the membership of, the committee; and 

(c) fill vacancies in the committee. 

Section 18.5 Committee Meetings 

(1) Subject to Section 18.3(1)(a) and unless the directors otherwise provide in the resolution appointing the 
committee or in any subsequent resolution, with respect to a committee appointed under Sections 18.1 or 
18.2: 

(a) the committee may meet and adjourn as it thinks proper; 

(b) the committee may elect a chair of its meetings but, if no chair of a meeting is elected, or if at a 
meeting the chair of the meeting is not present within 15 minutes after the time set for holding the 
meeting, the directors present who are members of the committee may choose one of their number 
to chair the meeting; 

(c) a majority of the members of the committee constitutes a quorum of the committee; and 

(d) questions arising at any meeting of the committee are determined by a majority of votes of the 
members present, and in case of an equality of votes, the chair of the meeting does not have a 
second or casting vote. 

ARTICLE 19 
OFFICERS 

Section 19.1 Directors May Appoint Officers 

The directors may, from time to time, appoint such officers, if any, as the directors determine and the 
directors may, at any time, terminate any such appointment. 

Section 19.2 Functions, Duties and Powers of Officers 

(1) The directors may, for each officer: 

(a) determine the functions and duties of the officer; 

(b) entrust to and confer on the officer any of the powers exercisable by the directors on such terms 
and conditions and with such restrictions as the directors think fit; and 

(c) revoke, withdraw, alter or vary all or any of the functions, duties and powers of the officer. 
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Section 19.3 Qualifications 

An officer is not required to hold a share in the capital of the Company as qualification for their office but 
must be qualified as required by the Business Corporations Act to become, act or continue to act as an officer. One 
person may hold more than one position as an officer of the Company. Any person appointed as the chair of the 
board or as a managing director must be a director. Any other officer need not be a director. 

Section 19.4 Remuneration and Terms of Appointment 

All appointments of officers are to be made on the terms and conditions and at the remuneration (whether 
by way of salary, fee, commission, participation in profits or otherwise) that the directors think fit and are subject to 
termination at the pleasure of the directors, and an officer, in addition to such remuneration, may receive, after they 
cease to hold such office or leaves the employment of the Company, a pension or gratuity. 

ARTICLE 20 
INDEMNIFICATION 

Section 20.1 Definitions 

(1) In this Article 21: 

(a)  “eligible penalty” means a judgment, penalty or fine awarded or imposed in, or an amount paid 
in settlement of, an eligible proceeding; 

(b)  “eligible proceeding” means a legal proceeding or investigative action, whether current, 
threatened, pending or completed, in which a director or former director of the Company (an 
“eligible party”) or any of the heirs and legal personal representatives of the eligible party, by 
reason of the eligible party being or having been a director of the Company: 

(i) is or may be joined as a party; or 

(ii) is or may be liable for or in respect of a judgment, penalty or fine in, or expenses related 
to, the proceeding; 

(c)  “expenses” has the meaning set out in the Business Corporations Act.  

Section 20.2 Mandatory Indemnification of Directors and Officers and Former Directors and Officers 

The Company must indemnify a director, officer, former director or officer of the Company and their heirs 
and legal personal representatives, as set out in the Business Corporations Act, against all eligible penalties to which 
such person is or may be liable, and the Company must, after the final disposition of an eligible proceeding, pay the 
expenses actually and reasonably incurred by such person in respect of that proceeding. Each director, officer, 
former director and officer is deemed to have contracted with the Comp any on the terms of the indemnity contained 
in this Section 20.2.  

Section 20.3 Mandatory Advancement of Expenses 

The Company must pay, as they are incurred in advance of the final disposition of an eligible proceeding, 
the expenses actually and reasonably incurred by an eligible party in respect of that proceeding but the Company 
must first receive from the eligible party a written undertaking that, if it is ultimately determined that the payment of 
expenses is prohibited by the Business Corporations Act, the eligible party will repay the amounts advanced.  

Section 20.4 Indemnification of Other Persons 

The Company may indemnify any other person in accordance with the Business Corporations Act. 
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Section 20.5 Non-Compliance with the Business Corporations Act  

The failure of a director or officer of the Company to comply with the Business Corporations Act or these 
Articles does not invalidate any indemnity to which they are entitled under this Part.    

Section 20.6 Company May Purchase Insurance 

(1) The Company may purchase and maintain insurance for the benefit of any person (or their heirs or legal 
personal representatives) who: 

(a) is or was a director, officer, employee or agent of the Company; 

(b) is or was a director, officer, employee or agent of a corporation at a time when the corporation is 
or was an affiliate of the Company; 

(c) at the request of the Company, is or was a director, officer, employee or agent of a corporation or 
of a partnership, trust, joint venture or other unincorporated entity; 

(d) at the request of the Company, holds or held a position equivalent to that of a director or officer of 
a partnership, trust, joint venture or other unincorporated entity; 

against any liability incurred by them as such director, officer, employee or agent or person who holds or 
held such equivalent position.   

ARTICLE 21 
DIVIDENDS 

Section 21.1 Payment of Dividends Subject to Special Rights 

The provisions of this Article 21 are subject to the rights, if any, of shareholders holding shares with special 
rights as to dividends. 

Section 21.2 Declaration of Dividends 

The directors may from time to time declare and authorize payment of such dividends as they may deem 
advisable. 

Section 21.3 No Notice Required 

The directors need not give notice to any shareholder of any declaration under Section 21.2. 

Section 21.4 Record Date 

The directors may set a date as the record date for the purpose of determining shareholders entitled to 
receive payment of a dividend. The record date must not precede the date on which the dividend is to be paid by 
more than two months. If no record date is set, the record date is 5:00 p.m. (Vancouver time) on the date on which 
the directors pass the resolution declaring the dividend. 

Section 21.5 Manner of Paying Dividend 

A resolution declaring a dividend may direct payment of the dividend wholly or partly by the distribution 
of specific assets or of fully paid shares or of bonds, debentures or other securities of the Company, or in any one or 
more of those ways. 
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Section 21.6 Settlement of Difficulties 

(1) If any difficulty arises in regard to a distribution under Section 21.5, the directors may settle the difficulty 
as they deem advisable, and, in particular, may: 

(a) set the value for distribution of specific assets; 

(b) determine that cash payments in substitution for all or any part of the specific assets to which any 
shareholders are entitled may be made to any shareholders on the basis of the value so fixed in 
order to adjust the rights of all parties; and 

(c) vest any such specific assets in trustees for the persons entitled to the dividend. 

Section 21.7 When Dividend Payable 

Any dividend may be made payable on such date as is fixed by the directors. 

Section 21.8 Dividends to be Paid in Accordance with Number of Shares 

All dividends on shares of any class or series of shares must be declared and paid according to the number 
of such shares held. 

Section 21.9 Receipt by Joint Shareholders 

If several persons are joint shareholders of any share, any one of them may give an effective receipt for any 
dividend, bonus or other money payable in respect of the share. 

Section 21.10 Dividend Bears No Interest 

No dividend bears interest against the Company. 

Section 21.11 Fractional Dividends 

If a dividend to which a shareholder is entitled includes a fraction of the smallest monetary unit of the 
currency of the dividend, that fraction may be disregarded in making payment of the dividend and that payment 
represents full payment of the dividend. 

Section 21.12 Payment of Dividends 

Any dividend or other distribution payable in cash in respect of shares may be paid by electronic transfer, if 
so authorized by the shareholder, or by cheque, made payable to the order of the person to whom it is sent, and 
mailed to the address of the shareholder, or in the case of joint shareholders, to the address of the joint shareholder 
who is first named on the central securities register, or to the person and to the address the shareholder or joint 
shareholders may direct in writing. The mailing of such cheque or the forwarding by electronic transfer will, to the 
extent of the sum represented by the cheque (plus the amount of the tax required by law to be deducted), discharge 
all liability for the dividend unless such cheque is not paid on presentation or the amount of tax so deducted is not 
paid to the appropriate taxing authority. 

Section 21.13 Capitalization of Surplus 

Notwithstanding anything contained in these Articles, the directors may from time to time capitalize any 
surplus of the Company and may from time to time issue, as fully paid, shares or any bonds, debentures or other 
securities of the Company as a dividend representing the surplus or any part of the surplus.   
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ARTICLE 22 
DOCUMENTS, RECORDS AND REPORTS 

Section 22.1 Recording of Financial Affairs 

The directors must cause adequate accounting records to be kept to record properly the financial affairs and 
condition of the Company and to comply with the Business Corporations Act. 

Section 22.2 Inspection of Accounting Records 

Unless the directors determine otherwise, or unless otherwise determined by ordinary resolution, no 
shareholder of the Company is entitled to inspect or obtain a copy of any accounting records of the Company.   

ARTICLE 23 
NOTICES 

Section 23.1 Method of Giving Notice 

(1) Unless the Business Corporations Act or these Articles provides otherwise, a notice, statement, report or 
other record required or permitted by the Business Corporations Act or these Articles to be sent by or to a 
person may be sent by any one of the following methods: 

(a) prepaid mail addressed to the person at the applicable address for that person as follows: 

(i) for a record mailed to a shareholder, the shareholder’s registered address; 

(ii) for a record mailed to a director or officer, the prescribed address for mailing shown for 
the director or officer in the records kept by the Company or the mailing address 
provided by the recipient for the sending of that record or records of that class; 

(iii) in any other case, the mailing address of the intended recipient; 

(b) delivery at the applicable address for that person as follows, addressed to the person: 

(i) for a record delivered to a shareholder, the shareholder’s registered address; 

(ii) for a record delivered to a director or officer, the prescribed address for delivery shown 
for the director or officer in the records kept by the Company or the delivery address 
provided by the recipient for the sending of that record or records of that class; 

(iii) in any other case, the delivery address of the intended recipient; 

(c) fax to the fax number provided by the intended recipient for the sending of that record or records 
of that class; 

(d) e-mail to the e-mail address provided by the intended recipient for the sending of that record or 
records of that class;  

(e) physical delivery to the intended recipient; 

(f) creating and providing a record posted on or made available through a general accessible 
electronic source and providing written notice by any of the foregoing methods as to the 
availability of such record; or  

(g) as otherwise permitted by applicable securities legislation. 
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Section 23.2 Deemed Receipt of Mailing 

A record that is mailed to a person by ordinary mail to the applicable address for that person referred to in 
Section 23.1 is deemed to be received by the person to whom it was mailed on the day, Saturdays, Sundays and 
holidays (in Vancouver) excepted, following the date of mailing. A record that is delivered to a person or their 
applicable address is deemed to be received by the person on receipt by that person or delivery to that address. A 
record that is sent to a person by fax or e-mail is deemed to be received by the person on transmission if sent during 
business hours at the place of intended receipt by that person and, if not sent during their business hours, on the next 
business day of the place of intended receipt of that person. A record that is delivered in accordance with 
Section 23.1(1)(f) is deemed to be received by the person on the day such written notice is sent. 

Section 23.3 Certificate of Sending 

A certificate signed by the secretary, if any, or other officer of the Company or of any other corporation 
acting in that behalf for the Company stating that a notice, statement, report or other record was addressed as 
required, and sent as permitted, by Section 23.1 is conclusive evidence of that fact. 

Section 23.4 Notice to Joint Shareholders 

A notice, statement, report or other record may be provided by the Company to the joint shareholders of a 
share by providing the notice to the joint shareholder first named in the central securities register in respect of the 
share. 

Section 23.5 Notice to Trustees 

(1) A notice, statement, report or other record may be provided by the Company to the persons entitled to a 
share in consequence of the death, bankruptcy or incapacity of a shareholder by: 

(a) mailing the record, addressed to them: 

(i) by name, by the title of the legal personal representative of the deceased or incapacitated 
shareholder, by the title of trustee of the bankrupt shareholder or by any similar 
description; and 

(ii) at the address, if any, supplied to the Company for that purpose by the persons claiming 
to be so entitled; or 

(b) if an address referred to in paragraph 23.5(1)(a)(ii) has not been supplied to the Company, by 
giving the notice in a manner in which it might have been given if the death, bankruptcy or 
incapacity had not occurred.   

ARTICLE 24 
SEAL 

Section 24.1 Who May Attest Seal 

(1) Except as provided in Sections 24.2 and 24.3, the Company’s seal, if any, must not be impressed on any 
record except when that impression is attested by the signatures of:   

(a) any two directors; 

(b) any officer, together with any director; 

(c) if the Company only has one director, that director; or 
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(d) any one or more directors or officers or persons as may be determined by the directors. 

Section 24.2 Sealing Copies 

For the purpose of certifying under seal a certificate of incumbency of the directors or officers of the 
Company or a true copy of any resolution or other document, despite Section 24.1, the impression of the seal may be 
attested by the signature of any director or officer. 

Section 24.3 Mechanical Reproduction of Seal 

The directors may authorize the seal to be impressed by third p arties on share certificates or bonds, 
debentures or other securities of the Company as they may determine appropriate from time to time. To enable the 
seal to be impressed on any share certificates or bonds, debentures or other securities of the Company, whether in 
definitive or interim form, on which facsimiles of any of the signatures of the directors or officers of the Company 
are, in accordance with the Business Corporations Act or these Articles, printed or otherwise mechanically 
reproduced, there may be delivered to the person employed to engrave, lithograph or print such definitive or interim 
share certificates or bonds, debentures or other securities one or more unmounted dies reproducing the seal and the 
chair of the board or any senior officer together with the secretary, treasurer, secretary-treasurer, an assistant 
secretary, an assistant treasurer or an assistant secretary treasurer may in writing authorize such person to cause the 
seal to be impressed on such definitive or interim share certificates or bonds, debentures or other securities by the 
use of such dies. Share certificates or bonds, debentures or other securities to which the seal has been so impressed 
are for all purposes deemed to be under and to bear the seal impressed on them.   

ARTICLE 25 
SPECIAL RIGHTS AND RESTRICTIONS  

Section 25.1 Subordinate Voting Shares 

(1) An unlimited number of Subordinate Voting Shares, without nominal or par value, are authorized for 
issuance, having attached thereto the special rights and restrictions as set forth below:  

(a) Voting Rights. 

Holders of Subordinate Voting Shares shall be entitled to notice of and to attend at any meeting of the 
shareholders of the Company, except a meeting of which only holders of another particular class or series 
of shares of the Company shall have the right to vote. At each such meeting, holders of Subordinate Voting 
Shares shall be entitled to one vote in respect of each Subordinate Voting Share held. 

Except as otherwise provided in these Articles or except as provided in the Business Corporations Act, 
Subordinate Voting Shares and Multiple Voting Shares are equal in all respects and shall vote together as if 
they were shares of a single class. In connection with any Change of Control Transaction requiring 
approval of the holders of Subordinate Voting Shares and Multiple Voting Shares under the Business 
Corporations Act, holders of Subordinate Voting Shares and Multiple Voting Shares shall be treated 
equally and identically, on a per share basis, unless different treatment of the shares of each such class is 
approved by a majority of the votes cast by the holders of outstanding Subordinate Voting Shares or their 
proxyholders in respect of a resolution approving such Change of Control Transaction, voting separately as 
a class at a meeting of the holders of that class called and held for such purpose. 

For the purpose of these Articles, a “Change of Control Transaction” means an amalgamation, 
arrangement, recapitalization, business combination or similar transaction of the Company, other than an 
amalgamation, arrangement, recapitalization, business combination or similar transaction that would result 
in (i) the voting securities of the Company outstanding immediately prior thereto continuing to represent 
(either by remaining outstanding or by being converted into voting securities of the continuing entity or its 
direct or indirect parent) more than fifty percent (50%) of the total voting power of the voting securities of 
the Company, the continuing entity or its direct or indirect parent, and more than fifty percent (50%) of the 
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total number of outstanding shares of the Company, the continuing entity or its direct or indirect parent, in 
each case as outstanding immediately after such transaction, and (ii) the shareholders of the Company 
immediately prior to the transaction owning voting securities of the Company, the continuing entity or its 
direct or indirect parent immediately following the transaction in substantially the same proportions (vis-a-
vis each other) as such shareholders owned the voting securities of the Company immediately prior to the 
transaction (provided that in neither event shall the exercise of any exchangeable shares of a subsidiary of 
the Company that are exchangeable into shares of the Company be taken into account in such 
determination). 

Notwithstanding the provisions of the second paragraph of this Section 25.1(1)(a), the holders of 
Subordinate Voting Shares shall be entitled to vote as a separate class, in addition to any other vote of 
shareholders that may be required, in respect of any alteration, repeal or amendment of these Articles which 
would: (i) adversely affect the rights or special rights of the holders of Subordinate Voting Shares, 
(including an amendment to the terms of these Articles which provide that any Multiple Voting Shares sold 
or transferred to a Person that is not a Permitted Holder shall be automatically converted into Subordinate 
Voting Shares); or (ii) affect the holders of Subordinate Voting Shares and Multiple Voting Shares 
differently, on a per share basis; or (iii) create any class or series of shares ranking equal to or senior to the 
Subordinate Voting Shares; and in each case such alteration, repeal or amendment shall not be effective 
unless a resolution in respect thereof is approved by a majority of the votes cast by holders of outstanding 
Subordinate Voting Shares. 

(b) Alteration to Rights of Subordinate Voting Shares. 

As long as any Subordinate Voting Shares remain outstanding, the Company will not, without the consent 
of the holders of the Subordinate Voting Shares by separate special resolution alter or amend these Articles 
if the result would (i) prejudice or interfere with any right or special right attached to the Subordinate 
Voting Shares, or (ii) affect the rights or special rights of holders of Subordinate Voting Shares or Multiple 
Voting Shares on a per share basis as provided herein. 

(c) Dividends. 

Holders of Subordinate Voting Shares shall be entitled to receive, as and when declared by the directors, 
dividends in cash or property of the Company. No dividend will be declared or paid on the Multiple Voting 
Shares unless the Company simultaneously declares or pays, as applicable, equivalent dividends (on a per 
share basis) on the Subordinate Voting Shares. In the event of the payment of a dividend in the form of 
shares, holders of Subordinate Voting Shares shall receive Subordinate Voting Shares, unless otherwise 
determined by the Board of Directors of the Company. 

(d) Liquidation, Dissolution or Winding-Up. 

In the event of the liquidation, dissolution or winding-up of the Company, whether voluntary or 
involuntary, or in the event of any other distribution of assets of the Company among its shareholders for 
the purpose of winding up its affairs, the holders of Subordinate Voting Shares shall be entitled to 
participate ratably along with all other holders of Multiple Voting Shares and other holders of Subordinate 
Voting Shares (on a per share basis). 

(e) Rights to Subscribe; Pre-Emptive Rights. 

The holders of Subordinate Voting Shares are not entitled to a right of first refusal to subscribe for, 
purchase or receive any part of any issue of shares, or bonds, debentures or other securities of the Company 
now or in the future. 

(f) Subdivision or Consolidation. 
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No subdivision or consolidation of the Subordinate Voting Shares shall occur unless, simultaneously, the 
Multiple Voting Shares are subdivided or consolidated or otherwise adjusted so as to maintain and preserve 
the relative rights of the holders of the shares of each of the said classes. Subject to Section 25.1(1)(g), the 
Subordinate Voting Shares cannot be converted into any other class of shares. 

(g) Conversion of Subordinate Voting Shares Upon an Offer. 

(i) For the purposes of this Section 25.1: 

(A) “Affiliate” has the meaning assigned by the Securities Act (Ontario) as, from 
time to time, amended, re-enacted or replaced; 

(B) “Associate” has the meaning assigned by the Securities Act (Ontario) as, from 
time to time, amended, re-enacted or replaced; 

(C) “Conversion Period” means the period of time commencing on the eighth day 
after the Offer Date and terminating on the Expiry Date; 

(D) “Converted Shares” means Multiple Voting Shares resulting from the 
conversion of Subordinate Voting Shares into Multiple Voting Shares pursuant 
to subparagraph (ii); 

(E) “Exclusionary Offer” means an offer to purchase Multiple Voting Shares that: 

(i) is a General Offer; and 

(ii) is not made concurrently with an offer to purchase Subordinate Voting 
Shares that is identical to the offer to purchase Multiple Voting. Shares 
in terms of price per share and percentage of outstanding shares to be 
taken up exclusive of shares owned immediately prior to the offer by 
the Offeror, and in all other material respects, and that has no condition 
attached other than the right not to take up and pay for shares tendered 
if no shares are purchased pursuant to the offer for Multiple Voting 
Shares; 

and for the purposes of this definition, if an offer to purchase Multiple Voting 
Shares is a General Offer but not an Exclusionary Offer, the varying of any term 
of such offer shall be deemed to constitute the making of a new offer unless a 
variation identical in all material respects concurrently is made to the 
corresponding offer to purchase Subordinate Voting Shares; 

(F) “Expiry Date” means the last date on which holders of Multiple Voting Shares 
may accept an Exclusionary Offer; 

(G) “General Offer” means an offer to purchase Multiple Voting Shares that must, 
by reason of applicable securities legislation or the requirements of any stock 
exchange on which the Multiple Voting Shares are listed, be made to all  or 
substantially all holders of Multiple Voting Shares who are in a province of 
Canada to which any such legislation or requirement applies (assuming that the 
offeree was resident in Ontario); 

(H) “Offer Date” means the date on which an Exclusionary Offer is made; 

(I) “Offeror” means a Person that makes an offer to purchase Multiple Voting 
Shares (the “bidder”), and includes any Associate or Affiliate of the bidder or 



6982426 v8 

- 34 - 

  

any Person that is disclosed in the offering document to be acting jointly or in 
concert with the bidder, 

(J) “Person” has the meaning assigned by the Securities Act (Ontario) as, from time 
to time, amended, re-enacted or replaced and includes a company or other body 
corporate wherever or however incorporated; and 

(K) “Transfer Agent” means the transfer agent at the relevant time for the Multiple 
Voting Shares (and if there is no such transfer agent, “Transfer Agent” means 
the Company); 

(ii) subject to subparagraph (v), if an Exclusionary Offer is made, each outstanding 
Subordinate Voting Share shall be convertible into one (1) Multiple Voting Share at the 
option of each holder of Subordinate Voting Shares during the Conversion Period. The 
conversion right may be exercised by notice in writing given to the Transfer Agent prior 
to the Expiry Date accompanied by the share certificate or certificates representing the 
Subordinate Voting Shares which the holder desires to convert, together with any letter of 
transmittal or other documentation required by the Transfer Agent or pursuant to the 
Exclusionary Offer, in either case in duly executed or completed form, and such notice 
shall be executed by such holder, or by his attorney duly authorized in writing, and shall 
specify the number of Subordinate Voting Shares which the holder desires to have 
converted. The Company shall pay any governmental stamp, transfer or similar tax (but 
for greater certainty, no income or capital gains tax) imposed on or in respect of such 
conversion. If less than all of the Subordinate Voting Shares represented by any share 
certificate are to be converted, the holder shall be entitled to receive a new share 
certificate representing in the aggregate the number of Subordinate Voting Shares 
represented by the original share certificate which are not to be converted. Upon any 
conversion of any shares of any class into shares of another class, the Company shall 
adjust the capital accounts maintained for the respective classes of shares as provided in 
the Business Corporations Act; 

(iii) an election by a holder of Subordinate Voting Shares to exercise the conversion right 
provided for in subparagraph (ii) shall be deemed to also constitute irrevocable elections 
by such holder (a) to deposit the Converted Shares pursuant to the Exclusionary Offer 
(subject to such holder’s right to subsequently withdraw the shares from the offer), and 
(b) to exercise the right to convert back into Subordinate Voting Shares all Converted 
Shares (on a 1:1 basis) in respect of which such holder exercises his right of withdrawal 
from the  Exclusionary Offer or which are not otherwise ultimately taken up under the 
Exclusionary Offer.  Any conversion of Converted Shares back into Subordinate Voting 
Shares in respect of which the holder exercises his right of withdrawal from the 
Exclusionary Offer shall become effective at the time such right of withdrawal is 
exercised. If the right of withdrawal is not exercised, any conversion of Converted Shares 
back into Subordinate Voting Shares pursuant to a deemed election shall become 
effective: 

(A) for Converted Shares not taken up in accordance with the terms of an 
Exclusionary Offer which is nonetheless completed, on the day that the Offeror 
has taken up and paid for all shares to be acquired by the Offeror under the 
Exclusionary Offer; and 

(B) in respect of an Exclusionary Offer which is abandoned or withdrawn, at the 
time at which the Exclusionary Offer is abandoned or withdrawn; 

(iv) no share certificates representing Converted Shares shall be delivered to the holders of 
such shares before such shares are deposited pursuant to the Exclusionary Offer. The 
Transfer Agent, on· behalf of the holders of the Converted Shares, shall deposit pursuant 
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to the Exclusionary Offer the certificates representing all Subordinate Voting Shares for 
which the certificates, notices and other documents have been duly delivered to the 
Transfer Agent pursuant to subparagraph (ii) and shall advise the Offeror of the extent 
that such certificates so deposited represent Multiple Voting Shares of the Company.  
Upon completion of the Exclusionary Offer, the Transfer Agent shall deliver to the 
holders of the shares purchased pursuant to the Exclusionary Offer all consideration paid 
by the Offeror pursuant to the Exclusionary Offer. If Converted Shares are converted 
back into Subordinate Voting Shares pursuant to subparagraph (iii), the Transfer Agent 
shall deliver to the holders entitled thereto share certificates representing the Subordinate 
Voting Shares resulting from the conversion. Provided however that if no Subordinate 
Voting Shares of a shareholder were acquired by the Offeror pursuant to the Exclusionary 
Offer, the Transfer Agent shall return the original share certificate (if not duly endorsed 
for transfer to a named transferee) evidencing such Subordinate Voting Shares tendered 
pursuant to subparagraph (ii) in satisfaction of its obligations under this subparagraph 
(iv). The Company shall make all arrangements with the Transfer Agent necessary or 
desirable to give effect to this subparagraph (iv); 

(v) subject to subparagraph (vi), the conversion right provided for in subparagraph (ii) shall 
not come into effect if: 

(A) prior to the time at which the Exclusionary Offer is made there is or has been 
delivered to the Transfer Agent and to the Secretary of the Company a 
certification or certifications signed by or on behalf of one or more shareholders 
of the Company owning in the aggregate, as at the time the Exclusionary Offer 
is made (more than 50% of the then outstanding Multiple Voting Shares, 
exclusive of shares owned immediately prior to the Exclusionary Offer by the 
Offeror), which certification or certifications shall confirm, in the case of each 
such shareholder that made such certification, that such shareholder shall not: 

(i) accept any Exclusionary Offer without giving the Transfer  Agent and 
the Secretary of the Company written notice of such acceptance or 
intended acceptance at least 7 days prior to the Expiry Date; 

(ii) make any Exclusionary Offer; 

(iii) act jointly or in concert with any Person that makes any Exclusionary 
Offer, or 

(iv) transfer any Multiple Voting Shares, directly or indirectly, during the 
time any Exclusionary Offer is outstanding  without giving the Transfer 
Agent and the Secretary of the Company written notice of such transfer 
or intended transfer at least 7 days prior to the Expiry Date, which 
notice shall state, if known to the transferor, the names of the 
transferees and the number of Multiple Voting Shares transferred or to 
be transferred to each transferee; or 

(B) within 7 days after the Offer Date there is delivered to the Transfer Agent and to 
the Secretary of the Company a certification or certifications signed by or on 
behalf of one or more shareholders of the Company owning in the aggregate 
more than 50% of the then outstanding Multiple Voting Shares (exclusive of 
shares owned immediately prior to the Exclusionary Offer by the Offeror), 
which certification or certifications shall confirm, in the case of each 
shareholder who made such certification: 

(i) the number of Multiple Voting Shares owned by the shareholder;  
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(ii) that such shareholder is not making the Exclusionary Offer and is not 
an Associate or Affiliate of, or acting jointly or in concert with, the 
Person making such offer; 

(iii) that such shareholder shall not accept the Exclusionary Offer, including 
any varied form of the offer, without giving the Transfer Agent and the 
Secretary of the Company written notice of such acceptance or 
intended acceptance at least 7 days prior to the Expiry Date; and 

(iv) that such shareholder shall not transfer any Multiple Voting Shares, 
directly or indirectly, prior to the Expiry Date without giving the 
Transfer Agent and the Secretary of the Company written notice of 
such transfer or intended transfer at least 7 days prior to the Expiry 
Date, which notice shall state, if known to the transferor, the names of 
the transferees and the number of Multiple Voting Shares transferred or 
to be transferred to each transferee if this information is known to the 
transferor; 

(vi) if a notice (the “Notice”) referred to in sub-clause (v)(A)(i), (v)(A)(iv), (v)(B)(iii) or 
(v)(B)(iv) is given to the Transfer Agent and to the Secretary of the Company and the 
conversion right provided for in subparagraph (ii) has not, because of the giving of such 
Notice, come into effect, the Company shall, either forthwith upon receipt of the Notice 
or forthwith after the seventh day following the Offer Date, whichever is later, make a 
good faith determination as to whether there are subsisting certifications that comply with 
either clause (v)(A) or (v)(B) from shareholders of the Company who own in the 
aggregate more than 50% of the then outstanding Multiple Voting Shares, exclusive of 
shares owned immediately prior to the Exclusionary Offer by the Offeror. If the 
Company determines that there are not such subsisting certifications, subparagraph (v) 
shall cease to apply and the conversion right provided for in subparagraph (ii) shall be in 
effect for the remainder of the Conversion Period; 

(vii) as soon as reasonably possible after the seventh day after the Offer Date, the Company 
shall send to each holder of Subordinate Voting Shares a written notice advising the 
holders as to whether they are entitled to convert their Subordinate Voting Shares into 
Multiple Voting Shares and the reasons therefor. If such notice discloses that they are not 
so entitled, but it is subsequently determined that they are so entitled by virtue of 
subparagraph (vi) or otherwise, the Company shall forthwith send another notice to them 
advising them of that fact and the reasons therefor; 

(viii) if a notice referred to in subparagraph (vii) discloses that the conversion right set forth in 
Section 25.1(1)(g)(ii) has come into effect, the notice shall: 

(A) include a description of the procedure to be followed to effect the conversion 
and to have the Converted Shares tendered under the Exclusionary Offer; 

(B) include the information set out in subparagraph (iii) hereof; and 

(C) be accompanied by a copy of the Exclusionary Offer and all other materials sent 
to any holders of Multiple Voting Shares in respect of such offer; and as soon as 
reasonably possible after any additional material, including any notice of 
variation, is sent to any holders of Multiple Voting Shares in respect of such 
offer, the Company shall send a copy of such additional materials to each holder 
of Subordinate Voting Shares; 
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(ix) prior to or forthwith after sending any notice referred to in subparagraph (vii), the 
Company shall cause a news release to be issued to a Canadian national news service, 
describing the contents of the notice; and 

(x) references to share certificates shall include, as applicable, the equivalent in any non-
certificated inventory system (such as, for example, a Direct Registration System), with 
appropriate changes. 

Section 25.2 Multiple Voting Shares 

(1) An unlimited number of Multiple Voting Shares, without nominal or par value, are authorized for issuance, 
having attached thereto the special rights and restrictions as set forth below:  

(a) Voting Rights. 

Holders of Multiple Voting Shares shall be entitled to notice of and to attend at any meeting of the 
shareholders of the Company, except a meeting of which only holders of another particular class or series 
of shares of the Company shall have the right to vote. At each such meeting, holders of Multiple Voting 
Shares will be entitled to 25 votes in respect of each Multiple Voting Share held. 

Except as otherwise provided in these Articles or except as provided in the Business Corporations Act, 
Subordinate Voting Shares and Multiple Voting Shares are equal in all respects and shall vote together as if 
they were shares of a single class. In connection with any Change of Control Transaction requiring 
approval of the holders of Subordinate Voting Shares and Multiple Voting Shares under the Business 
Corporations Act, holders of Subordinate Voting Shares and Multiple Voting Shares shall be treated 
equally and identically, on a per share basis, unless different treatment of the shares of each such class is 
approved by a majority of the votes cast by the holders of outstanding Multiple Voting Shares or their 
proxyholders in respect of a resolution approving such Change of Control Transaction, voting separately as 
a class at a meeting of the holders of that class called and held for such purpose. 

(b) Alteration to Rights of Multiple Voting Shares. 

As long as any Multiple Voting Shares remain outstanding, the Company will not, without the consent of 
the holders of the Multiple Voting Shares by separate special resolution alter or amend these Articles if the 
result would: (i) prejudice or interfere with any right or special right attached to the Multiple Voting 
Shares; or (ii) affect the rights or special rights of the holders of Subordinate Voting Shares or Multiple 
Voting Shares on a per share basis as provided herein. 

(c) Dividends. 

Holders of Multiple Voting Shares shall be entitled to receive, as and when declared by the directors, 
dividends in cash or property of the Company. No dividend will be declared or paid on the Subordinate 
Voting Shares unless the Company simultaneously declares or pays, as applicable, equivalent dividends (on 
a per share basis) on the Multiple Voting Shares. In the event of the payment of a dividend in the form of 
shares, holders of Multiple Voting Shares shall receive Multiple Voting Shares, unless otherwise 
determined by the Board of Directors of the Company. 

(d) Liquidation, Dissolution or Winding-Up. 

In the event of the liquidation, dissolution or winding-up of the Company, whether voluntary or 
involuntary, or in the event of any other distribution of assets of the Company among its shareholders for 
the purpose of winding up its affairs, the holders of Multiple Voting Shares will, subject to the prior rights 
of the holders of any shares of the Company ranking in priority to the Multiple Voting Shares, be entitled to 
participate ratably along with all other holders of Multiple Voting Shares and Subordinate Voting Shares 
(on a per share basis). 
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(e) Rights to Subscribe; Pre-Emptive Rights. 

The holders of Multiple Voting Shares are not entitled to a right of first refusal to subscribe for, purchase or 
receive any part of any issue of shares, or bonds, debentures or other securities of the Company now or in 
the future. 

(f) Conversion. 

Holders of Multiple Voting Shares shall have conversion rights as follows (the “Conversion Rights”): 

(i) Right to Convert. 

Each Multiple Voting Share shall be convertible, at the option of the holder thereof, at any time 
after the date of issuance of such share at the office of the Company or any transfer agent for such 
shares, into one (1) fully paid and non-assessable Subordinate Voting Share. 

(ii) Automatic Conversion. 

(A) Upon the date that is 60 months from the date of first issuance of a Multiple 
Voting Share, each Multiple Voting Share shall be automatically converted 
without any action on the part of the holder into one (1) fully paid and non-
assessable Subordinate Voting Share.  

(B) Upon the first date that any Multiple Voting Share shall be held by a Person 
other than by a Permitted Holder, the Permitted Holder which held such 
Multiple Voting Share until such date, without any further action, shall 
automatically be deemed to have exercised his, her or its rights under Section 
25.2(1)(f)(i) to convert such Multiple Voting Share into one fully paid and non-
assessable Subordinate Voting Share. 

(C) Upon the first date that the aggregate number of Multiple Voting Shares held by 
all Permitted Holders is reduced to a number which is less than 33 1/3% of the 
aggregate number of Multiple Voting Shares held by all Permitted Holders on 
the date of first issuance of the Multiple Voting Shares, each Permitted Holder 
shall automatically be deemed, without further action, to have exercised his, her 
or its rights under Section 25.2(1)(f)(i) to convert all Multiple Voting Shares 
held by such Permitted Holder into an equal number of fully paid and non-
assessable Subordinate Voting Shares. 

(D) A Multiple Voting Share that is converted into Subordinate Voting Shares as 
provided for in Section 25.2(1)(f)(ii)(A), Section 25.2(1)(f)(ii)(B) or 
Section 25.2(1)(f)(ii)(C) will automatically be cancelled.  

(E) For the purposes hereof:  

(i) “Members of the Immediate Family” means with respect to any 
individual, each parent (whether by birth or adoption), spouse or child 
(including any step-child) or other descendants (whether by birth or 
adoption) of such individual, each spouse of any of the aforementioned 
persons, each trust created solely for the benefit of such individual 
and/or one or more of the aforementioned persons, and each legal 
representative of such individual or of any aforementioned persons 
(including without limitation a tutor, curator, mandatary due to 
incapacity, custodian, guardian or testamentary executor), acting in 
such capacity under the authority of the law, an order from a competent 
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tribunal, a will or a mandate in case of incapacity or similar instrument. 
For the purposes of this definition, a Person shall be considered the 
spouse of an individual if such person is legally married to such 
individual, lives in a civil union with such individual or is the common 
law partner of such individual. A Person who was the spouse of an 
individual within the meaning of this paragraph immediately before the 
death of such individual shall continue to be considered a spouse of 
such individual after the death of such individual; 

(ii) “Permitted Holders” means (a) Jonathan Sandelman, Charles Miles or 
Kamaldeep Thindal and any Members of the Immediate Family of any 
of them,  (b) Mercer Park L.P., (c) Mercer Park CB, L.P., and (d) any 
person controlled, directly or indirectly by one or more of the persons 
referred to in clause (a), (b) or (c) above; and 

(iii) “Person” has the meaning assigned by the Securities Act (British 
Columbia) as, from time to time, amended, re-enacted or replaced and 
includes a company or other body corporate wherever or however 
incorporated. 

(iii) Mechanics of Conversion. 

Before any holder of Multiple Voting Shares shall be entitled to convert Multiple Voting Shares 
into Subordinate Voting Shares, the holder thereof shall surrender the certificate or certificates 
therefor, duly endorsed, at the office of the Company or of any transfer agent for Subordinate 
Voting Shares or the equivalent in any non-certificated inventory system (such as, for example, a 
Direct Registration System) administered by any applicable depository or transfer agent of the 
Company, and shall give written notice to the Company at its head office, of the election to 
convert the same (each, a “Conversion Notice”) and the Subordinate Voting Shares resulting 
therefrom shall be registered in the name of the registered holder of the Multiple Voting Shares 
converted or, subject to payment by the registered holder of any stock transfer or applicable taxes 
and compliance with any other reasonable requirements of the Company in respect of such 
transfer, in such name or names as such registered holder may direct in writing. Upon receipt of 
such notice and certificate or certificates and, as applicable, compliance with such other 
requirements, the Company shall (or shall cause its transfer agent to), at its expense, as soon as 
practicable thereafter, remove or cause the removal of such holder from the register of holders in 
respect of the Multiple Voting Shares for which the conversion right is being exercised, add the 
holder (or any person or persons in whose name or names such converting holder shall have 
directed the resulting Subordinate Voting Shares to be registered) to the securities register of 
holders in respect of the resulting Subordinate Voting Shares, cancel or cause the cancellation of 
the certificate or certificates representing such Multiple Voting Shares and issue and deliver at 
such office to such holder, or to the nominee or nominees of such holder, a certificate or 
certificates or the equivalent in any non-certificated inventory system (such as, for example, a 
Direct Registration System) administered by any applicable depository or transfer agent of the 
Company, representing the Subordinate Voting Shares issued upon the conversion of such 
Multiple Voting Shares. Such conversion shall be deemed to have been made immediately prior to 
the close of business on the date of such surrender of the Multiple Voting Shares to be converted, 
and the person or persons entitled to receive the Subordinate Voting Shares issuable upon such 
conversion shall be treated for all purposes as the record holder or holders of such Subordinate 
Voting Shares as of such date. If less than all of the Multiple Voting Shares represented by any 
certificate are to be converted, the holder shall be entitled to receive a new certificate representing 
the Multiple Voting Shares represented by the original certificate which are not to be converted. A 
Multiple Voting Share that is converted into Subordinate Voting Shares as provided for in this 
Section 25.2(1)(f)(iii) will automatically be cancelled. 

(iv) Effect of Conversion. 
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All Multiple Voting Shares which shall have been surrendered for conversion as herein provided 
shall no longer be deemed to be outstanding and all rights with respect to such shares shall 
immediately cease and terminate at the time of conversion (the “Conversion Time”), except only 
the right of the holders thereof to receive Subordinate Voting Shares in exchange therefor. 

(g) Subdivision or Consolidation. 

No subdivision or consolidation of the Multiple Voting Shares shall occur unless, simultaneously, the 
Subordinate Voting Shares are subdivided or consolidated or otherwise adjusted so as to maintain and 
preserve the relative rights of the holders of the shares of each of the said classes. Subject to 
Section 25.2(1)(f), the Multiple Voting Shares cannot be converted into any other class of shares. 

(h) Transfer of Multiple Voting Shares. 

Except in accordance with Sections 2.3 or 2.8 of the Coattail Agreement dated the same date as the 
Multiple Voting Shares are first issued or as expressly provided herein, including upon conversion into 
Subordinate Voting Shares, no Multiple Voting Share may be sold, transferred, assigned, pledged or 
otherwise disposed of without the written consent of the directors, and the directors are not required to give 
any reason for refusing to consent to any such sale, transfer or disposition. 

(i) Share Superior to Multiple Voting Shares 

The Company may take no action which would authorize or create shares of any class or series having 
preferences superior to or on a parity with the Multiple Voting Shares without the consent of the holders of 
a majority of the outstanding Multiple Voting Shares expressed by special separate resolution. At any 
meeting of holders of Multiple Voting Shares called to consider such a special separate resolution, each 
Multiple Voting Share will entitle the holder to one (1) vote and each fraction of a Multiple Voting Share 
shall entitle the holder to the corresponding fraction of one (1) vote. 

Section 25.3 Rights, Privileges, Restrictions and Conditions Applicable to Subordinate Voting Shares – 
Redemption Provisions  

Redemption 

(1) For the purposes of this Section 25.3, the following terms will have the meaning specified below: 

“Applicable Price” means a price per Share determined by the Board, but not less than 95% of the lesser 
of: (i) the closing price of the Subordinate Voting Shares on the Exchange (or the then principal 
marketplace on which the Subordinate Voting Shares are listed or quoted for trading) on the trading day 
immediately prior to the closing of the Redemption or Transfer (or the average of the last bid and last 
asking prices if there was no trading on the specified date); and (ii) the five-day volume weighted average 
price of the Subordinate Voting Shares on the Exchange (or the then principal marketplace on which the 
Subordinate Voting Shares are listed or quoted for trading) for the five trading days immediately prior to 
the closing of the Redemption or Transfer (or the average of the last bid and last asking prices if there was 
no trading on the specified dates). Notwithstanding the foregoing, if the Subordinate Voting Shares are not 
traded or quoted for trading on the exchange or any other marketplace, the Applicable Price may be 
determined by the Board in its sole discretion; 

“Board” means the board of directors of the Company; 

“Business” means the conduct of any activities relating to the cultivation, manufacturing and dispensing of 
cannabis and cannabis-derived products, including in the United States or elsewhere, which include the 
owning and operating of cannabis licenses; 



6982426 v8 

- 41 - 

  

“Closing Market Price” shall be: (i) an amount equal to the closing price of the Subordinate Voting 
Shares on the trading day immediately prior to the closing of the Redemption or Transfer or exchange if 
there was a trade on the specified date and the applicable exchange or market provides a closing price; or 
(ii)  an amount equal to the average of the last bid and last asking prices if there was no trading on the 
applicable date;  

“Determination Date” means the date on which the Company provides written notice to any shareholder 
that the Board has determined that such shareholder is an Unsuitable Person; 

“Exchange” means the NEO Aequitas Exchange or any other stock exchange on which the Subordinate 
Voting Shares are listed; 

“Governmental Authority” or “Governmental Authorities” means any United States or foreign, federal, 
provincial, state, county, regional, local or municipal government, any agency, administration, board, 
bureau, commission, department, service, or other instrumentality or political subdivision of the foregoing, 
and any Person with jurisdiction exercising executive, legislative, judicial, regulatory or administrative 
functions of or pertaining to government or monetary policy (including any court or arbitration authority) 
and any Exchange; 

“Licenses” means all licenses, permits, approvals, orders, authorizations, registrations, findings of 
suitability, franchises, exemptions, waivers and entitlements issued by a Governmental Authority to or for 
the benefit of the Company or any affiliate required for, or relating to, the conduct of the Business; 

“Multiple Voting Shares” means the multiple voting shares of the Company; 

“Ownership” (and derivatives thereof) means (i) ownership of record as evidenced in the Company’s 
central securities register, (ii) “beneficial ownership” as defined in Section 1 of the Business Corporations 
Act, or (iii) the power to exercise control or direction over a security; 

“Person” means an individual, partnership, corporation, company, limited or unlimited liability company, 
trust or any other entity; 

“Redemption” has the meaning ascribed thereto in Section 25.3(8); 

“Redemption Date” means the date on which the Company will redeem and pay for the Shares pursuant to 
Section 25.3. The Redemption Date will be not less than thirty (30) Trading Days following the date of the 
Redemption Notice unless a Governmental Authority requires that the Shares be redeemed as of an earlier 
date, in which case, the Redemption Date will be such earlier date and if there is an outstanding 
Redemption Notice, the Company will issue an amended Redemption Notice reflecting the new 
Redemption Date forthwith; 

“Redemption Notice” has the meaning ascribed thereto in Section 25.3(9); 

“Significant Interest” means Ownership of five percent (5%) or more of all of the issued and outstanding 
shares of the Company, including through acting jointly or in concert with another shareholder, or such 
other number of Shares as is determined by the Board from time to time; 

“Shares” refers to Subordinate Voting Shares and/or Multiple Voting Shares of the Company, as 
applicable; 

“Subject Shareholder” means a person, a group of persons acting jointly or in concert or a group of 
persons who the Board reasonably determines are acting jointly or in concert; 

“Subordinate Voting Shares” means the subordinate voting shares of the Company; 
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“Trading Day” means a day on which trades of the Shares are executed on the Exchange or any other 
stock exchange on which the Shares are listed or quoted for trading; 

“Transfer” has the meaning ascribed thereto in Section 25.3(8); 

“Transfer Date” means the date on which a Transfer of Shares required by the Company is required to be 
completed by the Company; 

“Transfer Notice” has the meaning ascribed thereto in Section 25.3(12); and 

“Unsuitable Person” means: 

(i) any person (including a Subject Shareholder) with a Significant Interest who a 
Governmental Authority granting the Licenses has determined to be unsuitable to own 
Shares;  

(ii) any person (including a Subject Shareholder) with a Significant Interest whose ownership 
of Shares may result in the loss, suspension or revocation (or similar action) with respect 
to any Licenses or in the Company or any affiliate being unable to obtain any new 
Licenses in the normal course, including, but not limited to, as a result of such person’s 
failure to apply for a suitability review from or to otherwise fail to comply with the 
requirements of a Governmental Authority, all as determined by the Board; or 

(iii) who have not been determined by the applicable Governmental Authority to be an 
acceptable person or otherwise have not received the requisite consent of such Governing 
Authority to own the Shares within a reasonable period of time acceptable to the Board or 
prior to acquiring any Shares, as applicable.  

(2) Subject to Section 25.3(4), no Subject Shareholder may acquire Shares that would result in the holding of a 
Significant Interest, directly or indirectly, in one or more transactions, without providing not less than 30 
days’ advance written notice (or such shorter period as the Board may approve) to the Company by written 
notice to the Company’s head office to the attention of the Corporate Secretary and without having 
received all required approvals from all Governmental Authorities. 

(3) If the Board reasonably believes that a Subject Shareholder may have failed to comply with any of the 
provisions of Section 25.3(2), the Company may, without prejudice to any other remedy hereunder, apply 
to the Supreme Court of British Columbia or another court of competent jurisdiction for an order directing 
that the Subject Shareholder disclose the number of Shares Owned. 

(4) The provisions of Sections 25.3(2) and 25.3(3) will not apply to the Ownership, acquisition or disposition 
of Shares as a result of: 

(a) any transfer of Shares occurring by operation of bankruptcy or insolvency law including, inter alia, 
the transfer of Shares of the Company to a trustee in bankruptcy; 

(b) an acquisition or proposed acquisition by one or more underwriters or portfolio managers who 
hold Shares for the purposes of distribution to the public or for the benefit of a third party 
provided that such third party is in compliance with Section 25.3(2);  

(c) the holding by a recognized clearing agency or recognized depositary in the ordinary course of its 
business; or 

(d) the conversion, exchange or exercise of securities of the Company or an affiliate (other than the 
Shares) duly issued or granted by the Company or an affiliate, into or for Shares, in accordance 
with their respective terms. 
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(5) At the option of the Company and upon determination by the Board that an Unsuitable Person has not 
received the requisite approval of any Government Authority to own the shares, the Company may issue a 
notice prohibiting any Unsuitable Person owning Shares from exercising any voting rights with respect to 
such Shares and on and after the Determination Date specified therein, and/or providing that such holder 
will cease to have any rights whatsoever with respect to such Shares, including any rights to the receipt of 
dividends from the Company, other than the right to receive the Applicable Price, without interest, on the 
Redemption Date or the Transfer Date, as applicable; provided, however, that if any such Shares come to 
be owned solely by persons other than an Unsuitable Person (such as by transfer of such Shares to a 
liquidating trust, subject to the approval of the Board and any applicable Governmental Authority), such 
persons may, in the discretion of the Board, exercise the voting and/or other rights attached to such Shares 
and the Board may determine, in its sole discretion, not to Redeem or require the Transfer of such Shares.  

(6) Notwithstanding anything to the contrary contained herein, all transfers of Multiple Voting Shares are 
subject to the terms of any coattail agreement entered into in respect thereof and to the other provisions of 
Article 25.  

(7) Following any Redemption in accordance with the terms of this Section 25.3, the redeemed Shares will be 
cancelled. 

(8) At the option, but not obligation, of the Company, and at the discretion of the Board, any Shares directly or 
indirectly owned by an Unsuitable Person may be (i) redeemed by the Company (for the Applicable Price) 
out of funds lawfully available on the Redemption Date (a “Redemption”), or (ii) required to be transferred 
to a third party for the Applicable Price and on such terms and conditions as the Board may direct (a 
“Transfer”). Shares to be redeemed or mandatorily transferred pursuant to this section will be redeemed or 
mandatorily transferred at any time and from time to time pursuant to the terms hereof. 

(9) In the case of a Redemption, the Company will send a written notice to the holder of the Shares called for 
Redemption, which will set forth: (i) the Redemption Date, (ii) the number of Shares to be redeemed on the 
Redemption Date, (iii) the Applicable Price or the formula pursuant to which the Applicable Price will be 
determined and the manner of payment therefor, (iv) the place where such Shares (or certificate therefor, as 
applicable) must be surrendered, or accompanied by proper instruments of transfer (and if so determined by 
the Board, together with a medallion signature guarantee), and (v) any other requirement of surrender of the 
Shares to be redeemed (the “Redemption Notice”). The Redemption Notice may be conditional such that 
the Company need not redeem the Shares owned by an Unsuitable Person on the Redemption Date if the 
Board determines, in its sole discretion, that such Redemption is no longer advisable or necessary on or 
before the Redemption Date. If applicable, the Company will send a written notice confirming the amount 
of the Applicable Price promptly following the determination of such Applicable Price. 

(10) Upon receipt by the Unsuitable Person of a Redemption Notice in accordance with Section 25.3(9) and 
surrender of the relevant Share certificate, if applicable, the holder of the Shares tendered for redemption 
(together with the applicable transfer documents)  shall be entitled to receive the Applicable Price per 
redeemed Share. 

(11) The Applicable Price payable in respect of the Shares surrendered for Redemption during any calendar 
month shall be satisfied by way of cash payment no later than the last day of the calendar month following 
the month in which the Shares were tendered for Redemption. Payments made by the Company of the cash 
portion of the Applicable Price, less any applicable taxes and any costs to the Company of the Redemption, 
are conclusively deemed to have been made upon the mailing of a cheque in a postage prepaid envelope 
addressed to the Unsuitable Person unless such cheque is dishonoured upon presentment. Upon such 
payment, the Company shall be discharged from all liability to the former Unsuitable Person in respect of 
the redeemed Shares. 

(12) In the case of a required Transfer, the Company will send a written notice to the holder of the Shares in 
question, which will set forth: (i) the Transfer Date, (ii) the number of Shares to be Transferred on the 
Transfer Date, (iii) the Applicable Price or the formula pursuant to which the Applicable Price will be 
determined and the manner of payment therefor, (iv) the place where such Shares (or certificate therefor, as 
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applicable) must be surrendered, accompanied by proper instruments of transfer (and if so determined by 
the Board, together with a medallion signature guarantee), and (v) any other requirement in respect of the 
Shares to be Transferred, which may without limitation include a requirement to dispose of the Shares via 
the Exchange to a person who would not be in violation of the provisions of this Section 25.3(12) (the 
“Transfer Notice”). The Transfer Notice may be conditional such that the Company need not require the 
Transfer of the Shares owned by an Unsuitable Person on the Transfer Date if the Board determines, in its 
sole discretion, that such Transfer is no longer advisable or necessary on or before the Transfer Date. If 
applicable, the Company will send a written notice confirming the amount of the Applicable Price promptly 
following the determination of such Applicable Price. 

(13) Upon receipt by the Unsuitable Person of a Transfer Notice in accordance with Section 25.3(12) and 
surrender of the relevant Share certificate, if applicable (together with applicable Transfer documents), the 
holder of the Shares tendered for Transfer shall be entitled to receive the Applicable Price per Transferred 
Share.   

(14) The Applicable Price payable in respect of the Shares surrendered for Transfer during any calendar month 
shall be satisfied, less any costs to the Company of the Transfer, by way of cash payment no later than the 
last day of the calendar month following the month in which the Shares were tendered for Transfer. 
Payments made by the Company of the cash portion of the Applicable Price, less any  applicable taxes and 
any costs to the Company of the Transfer, are conclusively deemed to have been made upon the mailing of 
a cheque in a postage prepaid envelope addressed to the Unsuitable Person unless such cheque is 
dishonoured upon presentment. Upon such payment, the Company shall be discharged from all liability to 
the former Unsuitable Person in respect of the Transferred Shares. 

(15) If Shares are required to be Transferred under Section 25.3(12), the former owner of the Shares 
immediately before the Transfer shall by that Transfer be divested of their interest or right in the Shares, 
and the person who, but for the Transfer, would be the registered owner of the Shares or a person who 
satisfies the Company that, but for the Transfer, they could properly be treated as the registered owner or 
registered holder of the Shares shall, from the time of the Transfer, be entitled to receive only the 
Applicable Price per Transferred Share, without interest, less any applicable taxes and any costs to the 
Company of the Transfer. 

(16) Following the sending of any Redemption Notice or Transfer Notice, and prior to the completion of the 
Redemption or Transfer specified therein, the Company may refuse to recognize any other disposition of 
the Shares in question. 

(17) If the Company does not know the address of the former holder of Shares Transferred or Redeemed 
hereunder, it may retain the amount payable to the former holder thereof, title to which shall revert to the 
Company if not claimed within two (2) years (and at that time all rights thereto shall belong to the 
Company). 

(18) To the extent required by applicable laws, the Company may deduct and withhold any tax from the 
Applicable Price. To the extent any amounts are so withheld and are timely remitted to the applicable 
Governmental Authority, such amounts shall be treated for all purposes herein as having been paid to the 
Person in respect of which such deduction and withholding was made. 

(19) All notices given by the Company to holders of Shares pursuant to this Schedule, including a Redemption 
Notice or Transfer Notice, will be in writing and will be deemed given when delivered by personal service, 
overnight courier or first-class mail, postage prepaid, to the holder’s registered address as shown on the 
Company’s share register. 

(20) The Company’s right to Redeem or Transfer Shares pursuant to this Section 25.3 will not be exclusive of 
any other right the Company may have or hereafter acquire under any agreement or any provision of the 
notice of articles or the articles of the Company or otherwise with respect to the Shares or any restrictions 
on holders thereof. 
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(21) In connection with the conduct of its or its affiliates’ Business, the Company may require that a Subject 
Shareholder provide to one or more Governmental Authorities, if and when required, information and 
fingerprints for a criminal background check, individual history form(s), and other information required in 
connection with applications for Licenses. 

(22) The Board can waive any provision of this Section 25.3. 

(23) In the event that any provision (or portion of a provision) of this Section 25.3 or the application thereof 
becomes or is declared by a court of competent jurisdiction to be illegal, void or unenforceable, the 
remainder of Section 25.3 (including the remainder of such provision, as applicable) will continue in full 
force and effect. 

ARTICLE 26 
ADVANCE NOTICE OF MEETINGS OF SHAREHOLDERS 

Section 26.1 Nomination Procedures.   

(1) Subject only to the Business Corporations Act, regulations, Applicable Securities Law and the articles of 
the Company, only persons who are nominated in accordance with the following procedures shall be 
eligible for election as directors of the Company.  Nominations of persons for election to the board may be 
made at any annual meeting of shareholders, or at any special meeting of shareholders if the election of 
directors is a matter specified in the notice of meeting, 

(a) by or at the direction of the board, including pursuant to a notice of meeting; 

(b) by or at the direction or request of one or more shareholders pursuant to a proposal made in 
accordance with the provisions of the Business Corporations Act, or a requisition of the 
shareholders made in accordance with the provisions of the Business Corporations Act; or  

(c) by any person (a “Nominating Shareholder”) who (A) at the close of business on the date of the 
giving of the notice provided for in this Article 26 and on the record date for notice of such 
meeting, is entered in the central securities register as a holder of one or more shares carrying the 
right to vote at such meeting or who beneficially owns shares that are entitled to be voted at such 
meeting and provides evidence of such beneficial ownership to the Company, and (B) complies 
with the notice procedures set forth below in this Article. 

Section 26.2 Timely notice.   

In addition to any other applicable requirements, for a nomination to be made by a Nominating 
Shareholder, the Nominating Shareholder must have given timely notice thereof in proper written form to the 
Corporate Secretary of the Company in accordance with this Article 26.  

Section 26.3 Manner of timely notice.   

(1) To be timely, a Nominating Shareholder’s notice under this Article 26 must be given: 

(a) in the case of an annual meeting (including an annual and special meeting) of shareholders, not 
less than 30 days prior to the date of the meeting; provided, however, that in the event that the 
meeting is to be held on a date that is less than 50 days after the date (the “Notice Date”) on which 
the first public announcement of the date of the meeting was made, notice by the Nominating 
Shareholder may be made not later than the close of business on the tenth (10th) day following the 
Notice Date; and  

(b) in the case of a special meeting (which is not also an annual meeting) of shareholders called for 
the purpose of electing directors (whether or not called for other purposes), not later than the close 
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of business on the fifteenth (15th) day following the day on which the first public announcement 
of the date of the meeting was made. 

Section 26.4 Proper form of notice.   

(1) To be in proper written form, a Nominating Shareholder’s notice under this Article 26 must set forth: 

(a) as to each person whom the Nominating Shareholder proposes to nominate for election as a 
director, (A) the name, age, province or state, and country of residence of the person, (B) the 
principal occupation, business or employment of the person, both present and within the five years 
preceding the notice, (C) the number of securities of each class of voting securities of the 
Corporation or any of its subsidiaries beneficially owned, or controlled or directed, directly or 
indirectly, by such person, as of the record date for the meeting of shareholders (if such date shall 
then have been made publicly available and shall have occurred) and as of the date of such notice, 
and (D) any other information relating to the person that would be required to be disclosed in a 
dissident’s proxy circular in connection with solicitations of proxies for election of directors 
pursuant to the Business Corporations Act or any Applicable Securities Laws; and  

(b) as to the Nominating Shareholder, (A) the number of securities of each class of voting securities of 
the Company or any of its subsidiaries beneficially owned, or controlled or directed, directly or 
indirectly, by such person or any joint actors, as of the record date for the meeting (if such date 
shall then have been made publicly available and shall have occurred) and as of the date of such 
notice, (B) full particulars regarding any proxy, contract, arrangement, agreement, understanding 
or relationship pursuant to which such Nominating Shareholder has a right to vote or to direct or to 
control the voting of any shares of the Company and (C) any other information relating to such 
Nominating Shareholder that would be required to be made in a dissident’s proxy circular in 
connection with solicitations of proxies for election of directors pursuant to the Business 
Corporations Act or any Applicable Securities Laws,  

(c) References to “Nominating Shareholder” in this Article 26 shall be deemed to refer to each 
shareholder that nominates a person for election as director in the case of a nomination proposal 
where more than one shareholder is involved in making such nomination proposal. 

Section 26.5 Notice to be updated.   

In addition, to be considered timely and in proper written form, a Nominating Shareholder’s notice shall be 
promptly updated and supplemented, if necessary, so that the information provided or required under this Article 26 
to be provided in such notice shall be true and correct as of the record date for the meeting. 

Section 26.6 Power of the chairman.   

The chairman of the meeting shall have the power and duty to determine whether a nomination was made 
in accordance with the procedures set forth in the foregoing provisions and, if any proposed nomination is not in 
compliance with such foregoing provisions, to declare that such defective nomination shall be disregarded. 

Section 26.7 Delivery of notice.   

Notwithstanding any other provision of these articles, notice given to the Corporate Secretary of the 
Company pursuant to this Article 26 may only be given by personal delivery, facsimile transmission or by email 
(provided that the Corporate Secretary of the Company has stipulated an email address for purposes of this notice), 
and shall be deemed to have been given and made only at the time it is served by personal delivery, email (at the 
address as aforesaid) or sent by facsimile transmission (provided that receipt of the confirmation of such 
transmission has been received) to the Corporate Secretary of the Company at the address of the principal executive 
offices of the Company; provided that if such delivery or electronic communication is made on a day which is not a 
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business day or later than 5:00 p.m. (Vancouver time) on a day which is a business day, then such delivery or 
electronic communication shall be deemed to have been made on the subsequent day that is a business day. 

Section 26.8 Waiver.   

Notwithstanding the foregoing, the board may, in its sole discretion, waive any or all requirements in this 
Article 26. 

Section 26.9 Definitions.   

(1) For purposes of this Article 26, 

(a) “Applicable Securities Laws” means the applicable securities legislation of each relevant 
province and territory of Canada, as amended from time to time, the written rules, regulations and 
forms made or promulgated under any such statute and the published national instruments, 
multilateral instruments, policies, bulletins and notices of the securities commissions and similar 
regulatory authorities of each province and territory of Canada;  

(b) “beneficially owns” or “beneficially owned” means, in connection with the ownership of shares 
in the capital of the Company by a person, (i) any such shares as to which such person or any of 
such person’s affiliates (as defined in the Business Corporations Act) owns at law or in equity, or 
has the right to acquire or become the owner at law or in equity, where such right is exercisable 
immediately or after the passage of time and whether or not on condition or the happening of any 
contingency or the making of any payment, upon the exercise of any conversion right, exchange 
right or purchase right attaching to any securities, or pursuant to any agreement, arrangement, 
pledge or understanding whether or not in writing; (ii) such shares as to which such person or any 
of such person’s affiliates (as defined in the Business Corporations Act) has the right to vote, or 
the right to direct the voting, where such right is exercisable immediately or after the passage of 
time and whether or not on condition or the happening of any contingency or the making of any 
payment, pursuant to any agreement, arrangement, pledge or understanding whether or not in 
writing; and (iii) any such shares which are owned beneficially within the meaning of this 
definition by any other person with whom such person is acting jointly or in concert with respect 
to the Corporation or any of its securities; and 

(c) “close of business” means 5:00 p.m. (Vancouver time) on a business day in British Columbia, 
Canada; and 

(d) “public announcement” shall mean disclosure in a press release reported by a national news 
service in Canada, or in a document publicly filed by the Corporation under its profile on the 
System for Electronic Document Analysis and Retrieval at www.sedar.com. 

ARTICLE 27 
FORUM SELECTION 

Section 27.1 Forum Selection 

(1) Unless the Company consents in writing to the selection of an alternative forum, the Supreme Court of the 
Province of British Columbia, Canada and the appellate courts therefrom (collectively, the “courts”) shall, 
to the fullest extent permitted by law, be the sole and exclusive forum for (i) any derivative action or 
proceeding brought on behalf of the Company, (ii) any action asserting a claim of breach of a fiduciary 
duty owed by any director or officer of the Company to the Company, (iii) any action asserting a claim 
arising pursuant to any provision of the Business Corporations Act or the notice of articles or articles of the 
Company (as either may be amended from time to time); or (iv) any action asserting a claim otherwise 
related to the relationships among the Company, its affiliates and their respective shareholders, directors 
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and/or officers, but this paragraph (v) does not include claims related to the business carried on by the 
Company or such affiliates. 

(2) If any action or proceeding the subject matter of which is within the scope of the preceding sentence is filed 
in a court other than a court located within the province of British Columbia  (a “Foreign Action”) in the 
name of any registered or beneficial shareholder, such registered or beneficial shareholder shall be deemed 
to have consented to (i) the personal jurisdiction of the courts in connection with any action brought in any 
such court to enforce the foregoing exclusive forum provision (an “enforcement action”), and (ii) having 
service of process made upon such registered or beneficial shareholder in such enforcement action by 
service upon such registered or beneficial shareholder’s counsel in the Foreign Action as agent for such 
shareholder. 
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EQUITY INCENTIVE PLAN RESOLUTION  

of  

CANNABIS STRATEGIES ACQUISITION CORP. 

(the “Corporation”) 

RESOLVED AS AN ORDINARY RESOLUTION THAT:  

1. Subject to the successful completion of the Transaction (as defined in the management information circular 

of the Corporation dated February 19, 2019 (the “Circular”)), the equity incentive plan of the Corporation 

described under the heading “Equity Incentive Plan” in the Circular (the “Equity Incentive Plan”), is 

hereby authorized and approved as the equity incentive plan of the Corporation and all unallocated options 

rights and other entitlements issuable thereunder be and are hereby approved and authorized; and 

2. Any one or more of the directors or officers of the Corporation is hereby authorized and directed, acting 

for, in the name of and on behalf of the Corporation, to execute or cause to be executed, under the seal of 

the Corporation or otherwise, and to deliver or cause to be delivered, such other documents and 

instruments, and to do or cause to be done all such other acts and things, as may in the opinion of such 

director or officer of the Corporation be necessary or desirable to carry out the intent of the foregoing 

resolution, the execution of any such document or the doing of any such other act or thing by any director 

or officer of the Corporation being conclusive evidence of such determination. 
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CSAC CANNABIS STRATEGIES ACQUISITION CORP. 
2019 EQUITY INCENTIVE PLAN 

ADOPTED BY THE BOARD OF DIRECTORS: [], 2019 
APPROVED BY THE COMPANY’S SHAREHOLDERS: [], 2019 

EFFECTIVE DATE:  [], 2019 

Section 1. Purpose 

The purpose of the Plan is to promote the interests of the Company and its shareholders by 
enabling the Company and its affiliated companies to: (i) attract and retain employees, officers, 
consultants, advisors and Non-Employee Directors capable of assuring the future success of the 
Company; (ii) offer such persons incentives to put forth maximum efforts for the success of the 
Company’s business; and (iii) compensate such persons through various stock-based arrangements and 
provide them with opportunities for stock ownership in the Company, thereby aligning the interests of 
such persons with the Company’s shareholders. 

Section 2. Definitions 

As used in the Plan, the following terms shall have the meanings set forth below: 

(a) “Affiliate” shall have the meaning ascribed to such term in National Instrument 45-106 – 
Prospectus Exemptions of the Canadian Securities Administrators. 

(b) “Award” shall mean any Option, Restricted Stock Unit or Unrestricted Stock Bonus 
granted under the Plan. 

(c) “Award Agreement” shall mean any written agreement, contract or other instrument or 
document evidencing an Award granted under the Plan (including a document in an electronic medium) 
executed in accordance with the requirements of Section 10(b). 

(d) “Blackout Period” shall have the meaning ascribed to such term in Section 6(a)(ii). 

(e) “Board” shall mean the board of directors of the Company, in effect from time to time. 

(f) “Code” shall mean the U.S. Internal Revenue Code of 1986, as amended from time to 
time, and any regulations promulgated thereunder. 

(g) “Committee” shall mean the Compensation, Nominating and Corporate Governance 
Committee of the Board or such other committee designated by the Board to administer the Plan, failing 
which shall mean the Board. 

(h) “Company” shall mean CSAC Cannabis Strategies Acquisition Corp., a company 
continued under the Business Corporations Act (British Columbia), and any successor corporation. 

(i) “CSAC AcquisitionCo” means CSAC Acquisition Inc., a wholly-owned subsidiary of the 
Company, incorporated under the laws of Nevada. 

(j) “Director” shall mean a member of the Board. 

(k) “Dividend Equivalent” shall mean any right granted under Section 6(c) of the Plan. 
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(l) “Effective Date” shall mean the date the Plan is adopted by the Board, as set forth in 
Section 12. 

(m) “Eligible Person” shall mean any employee, officer, Non-Employee Director, consultant, 
independent contractor or advisor providing services to the Company or any Affiliate, or any such person 
to whom an offer of employment or engagement with the Company or any Affiliate is extended.    

(n) “Exchange” means the principal securities exchange on which the Company’s Shares are 
trading, being the NEO Exchange Inc. as at the date hereof. 

(o) “Exchange Act” shall mean the U.S. Securities Exchange Act of 1934, as amended. 

(p) “Exchange Policies” shall mean the rules and policies of the Exchange in effect from 
time to time. 

(q) “Exchangeable Shares” shall mean the non-voting exchangeable common stock of CSAC 
AcquisitionCo that are exchangeable for Shares of the Company on a one-for-one basis. 

(r) “Fair Market Value” with respect to one Share as of any date shall mean: (i) if the Shares 
are listed on a stock exchange, the VWAP of such Share on the Exchange (or such other stock exchange 
where the majority of the trading volume and value of the Shares occurs) for the five trading days 
immediately preceding the relevant date; and (ii) if the Shares are not so listed on a stock exchange, the 
per share value of one Share, as determined by the Board, or any duly authorized Committee of the 
Board, in its sole discretion, by applying principles of valuation with respect thereto. 

(s) “Fully-Diluted Shares” shall mean the aggregate Shares issued and outstanding, 
including: (i) the Shares issuable on exchange of the Exchangeable Shares; (ii) the Shares issuable on 
exchange of the Warrants (excluding in respect of the cashless exercise feature thereof and provided such 
Warrants are not determined to be “out of the money” by the Board as at the date of grant of the 
applicable Award(s)); and (iii) the Shares issuable on conversion of the Rights; but shall exclude the 
Shares issuable pursuant to Awards granted hereunder and pursuant to any restricted Exchangeable 
Shares awarded by CSAC AcquisitionCo. 

(t) “Incentive Stock Option” shall mean an option granted under Section 6(a) of the Plan that 
is intended to meet the requirements of Section 422 of the Code or any successor provision. 

(u) “Listed Security” shall mean any security of the Company that is listed or approved for 
listing on a U.S. national securities exchange or designated or approved for designation as a national 
market system security on an interdealer quotation system by the U.S. Financial Industry Regulatory 
Authority (or any successor thereto).  

(v)  “Non-Employee Director” shall mean a Director who is not also an employee of the 
Company or any Affiliate. 

(w) “Non-Qualified Stock Option” shall mean an option granted under Section 6(a) of the 
Plan that is not intended to be an Incentive Stock Option. 

(x) “Option” shall mean an Incentive Stock Option or a Non-Qualified Stock Option, as 
applicable, to purchase shares of the Company. 
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(y) “Participant” shall mean an Eligible Person designated to be granted an Award under the 
Plan. 

(z) “Person” shall mean any individual or entity, including a corporation, partnership, 
limited or unlimited liability company, association, joint venture or trust. 

(aa) “Plan” shall mean this CSAC Cannabis Strategies Acquisition Corp. 2019 Equity 
Incentive Plan, as amended from time to time. 

(bb) “Related Person” shall have the meaning ascribed to such term (or equivalent term) in the 
Exchange Policies.  

(cc) “Restricted Stock Unit” shall mean any unit granted under Section 6(b) of the Plan 
evidencing the right to receive a Share (or a cash payment equal to the Fair Market Value of a Share) at 
some future date, provided that in the case of Participants who are liable to taxation under the Tax Act in 
respect of amounts payable under the Plan, that such date shall not be later than December 31 of the third 
calendar year following the year services were performed in respect of the corresponding Restricted Stock 
Unit awarded.   

(dd) “Rights” shall mean the rights of the Company, each of which became exercisable for 
one-tenth (1/10) of one Subordinate Voting share of the Company upon the closing of the Company’s 
qualifying transaction on [], 2019. 

(ee) “Section 409A” shall mean Section 409A of the Code, or any successor provision, and 
applicable Treasury Regulations and other applicable guidance thereunder. 

(ff) “SEC” means the United States Securities and Exchange Commission. 

(gg) “Securities Act” shall mean the U.S. Securities Act of 1933, as amended. 

(hh) “Share” or “Shares” shall mean the Subordinate Voting shares of the Company (or such 
other securities or property as may become subject to Awards pursuant to an adjustment made under 
Section 4(c) of the Plan). 

(ii) “Specified Employee” shall mean a specified employee as defined in 
Section 409A(a)(2)(B) of the Code or applicable proposed or final regulations under Section 409A, 
determined in accordance with procedures established by the Company and applied uniformly with 
respect to all plans maintained by the Company that are subject to Section 409A. 

(jj) “Tax Act” shall mean the Income Tax Act (Canada), as amended from time to time, 
including regulations thereunder. 

(kk) “U.S. Award Holder” shall mean any holder of an Award who is a “U.S. person” (as 
defined in Rule 902(k) of Regulation S under the Securities Act) or who is holding or exercising Awards 
in the United States. 

(ll) “Unrestricted Stock Bonus” shall mean an issue of Shares in consideration of past 
services, or an issue of Shares in exchange for cash consideration at the Fair Market Value thereof (with 
the cash consideration representing up to the after-withholding tax value of a cash bonus paid). 
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(mm) “VWAP” shall mean the volume weighted average trading price of the Shares, calculated 
by dividing the total value by the total volume of securities traded for the relevant period. 

(nn) “Warrants” shall mean the share purchase warrants of the Company, each of which 
entitle the holder thereof to purchase one Subordinate Voting share of the Company at a price of C$11.50 
as of [], 2019. 

Unless otherwise specified, all dollar amounts are expressed in United States dollars and all 
references to “$” or “US$” are to United States dollars. References to “C$” are to Canadian dollars. 

Section 3. Administration 

(a) Power and Authority of the Board.  The Plan shall be administered by the Board, and the 
Board shall have the power to manage the Plan and may delegate such power at its discretion to any 
committee of the Company, including the Committee. All references hereinafter to the “Committee” shall 
mean the Committee, as delegated to by the Board, if applicable, failing which shall mean the Board. 
Subject to the express provisions of the Plan and to applicable law, the Committee shall have full power 
and authority to: (i) designate Participants; (ii) determine the type or types of Awards to be granted to 
each Participant under the Plan; (iii) determine the number of Shares to be covered by (or the method by 
which payments or other rights are to be calculated in connection with) each Award; (iv) determine the 
terms and conditions of any Award or Award Agreement, including any terms relating to the forfeiture of 
any Award and the forfeiture, recapture or disgorgement of any cash, Shares or other amounts payable 
with respect to any Award; (v) amend the terms and conditions of any Award or Award Agreement, 
subject to the limitations under Section 7; (vi) accelerate the exercisability of any Award or the lapse of 
any restrictions relating to any Award, subject to the limitations in Section 7, (vii) determine whether, to 
what extent and under what circumstances Awards may be exercised in cash, Shares, other securities or 
other property (excluding promissory notes), or canceled, forfeited or suspended, subject to the limitations 
in Section 7; (viii) determine whether, to what extent and under what circumstances amounts payable with 
respect to an Award under the Plan shall be deferred either automatically or at the election of the holder 
thereof or the Committee, subject to the requirements of Section 409A; (ix)  interpret and administer the 
Plan and any instrument or agreement, including an Award Agreement, relating to the Plan; (x) establish, 
amend, suspend or waive such rules and regulations and appoint such agents as it shall deem appropriate 
for the proper administration of the Plan; (xi) make any other determination and take any other action that 
the Committee deems necessary or desirable for the administration of the Plan; and (xii) adopt such 
modifications, rules, procedures and subplans as may be necessary or desirable to comply with provisions 
of the laws of the jurisdictions in which the Company or an Affiliate may operate, including, without 
limitation, establishing any special rules for Affiliates, Eligible Persons or Participants located in any 
particular country, in order to meet the objectives of the Plan and to ensure the viability of the intended 
benefits of Awards granted to Participants located in non-United States jurisdictions.  Unless otherwise 
expressly provided in the Plan, all designations, determinations, interpretations and other decisions under 
or with respect to the Plan or any Award or Award Agreement shall be within the sole discretion of the 
Committee, may be made at any time and shall be final, conclusive and binding upon any Participant, any 
holder or beneficiary of any Award or Award Agreement, and any employee of the Company or any 
Affiliate. 

(b) Delegation.  The Committee may delegate to one or more officers or Directors of the 
Company, subject to such terms, conditions and limitations as the Committee may establish in its sole 
discretion, the authority to grant Awards; provided, however, that the Committee shall not delegate such 
authority in such a manner as would cause the Plan not to comply with applicable Exchange Policies or 
applicable law.  
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(c) Power and Authority of the Committee. Notwithstanding anything to the contrary 
contained herein, (i) the Committee may, at any time and from time to time, without any further action of 
the Board, exercise the powers and duties of the Board under the Plan, unless the exercise of such powers 
and duties by the Committee would cause the Plan not to comply with the requirements of all applicable 
securities rules and Exchange Policies and (ii) only the Board (or a committee of the Board comprised of 
directors who qualify as independent directors within the meaning of the independence rules of any 
applicable stock exchange on which the Shares are then listed) may grant Awards to Directors who are 
not also employees of the Company or an Affiliate. Directors who are not also employees of the Company 
or an Affiliate shall not receive or hold Awards representing more than 1% of the Company’s Fully-
Diluted Shares as at the date of the grant, as applicable, subject to adjustments pursuant to Section 4(c). 

(d) Indemnification.  To the full extent permitted by law, (i) no member of the Board, the 
Committee or any person to whom the Committee delegates authority under the Plan shall be liable for 
any action or determination taken or made in good faith with respect to the Plan or any Award made 
under the Plan, and (ii) the members of the Board, the Committee and each person to whom the 
Committee delegates authority under the Plan shall be entitled to indemnification by the Company with 
regard to such actions and determinations. The provisions of this paragraph shall be in addition to such 
other rights of indemnification as a member of the Board, the Committee or any other person may have 
by virtue of such person’s position with the Company. 

Section 4. Shares Available for Awards 

(a) Shares Available.  Subject to adjustment as provided in Section 4(c) of the Plan, the 
aggregate number of Shares that may be issued under all Awards under the Plan shall be 12% of the 
Fully-Diluted Shares from time to time (with 10% of such Shares, subject to adjustment as provided in 
Section 4(c) of the Plan, to be available for time-based vested Awards, and 2% of such Shares, subject to 
adjustment as provided in Section 4(c) of the Plan, to be available for performance-based Awards (with 
the performance target being set as the market capitalization of the Fully-Diluted Shares having reached 
or exceeded C$1.0 billion for 20 out of 30 consecutive trading days in order for vesting of such Awards to 
occur)). The aggregate number of Shares that may be issued under all Awards under the Plan shall be 
reduced by (i) Shares subject to Awards issued under the Plan in accordance with the Share counting rules 
described in Section 4(b), and (ii) any Exchangeable Shares subject to an award described in Section 4(e). 

(b) Counting Shares.  For purposes of this Section 4, if an Award entitles the holder thereof 
to receive or purchase Shares, the number of Shares covered by such Award or to which such Award 
relates shall be counted on the date of grant of such Award against the aggregate number of Shares 
available for granting Awards under the Plan. 

(i) Shares Added Back to Reserve.  If any Shares covered by an Award or to which 
an Award relates are not purchased or are forfeited or are reacquired by the 
Company (including any Shares withheld by the Company or Shares tendered to 
satisfy any tax withholding obligation on Awards or Shares covered by an Award 
that are settled in cash), or if an Award otherwise terminates or is cancelled 
without delivery of any Shares, then the number of Shares counted against the 
aggregate number of Shares available under the Plan with respect to such Award, 
to the extent of any such forfeiture, reacquisition by the Company, termination or 
cancellation, shall again be available for granting Awards under the Plan. 

(ii) Cash-Only Awards.  Awards that do not entitle the holder thereof to receive or 
purchase Shares shall not be counted against the aggregate number of Shares 
available for Awards under the Plan. 
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(iii) Substitute Awards Relating to Acquired Entities.  Shares issued under Awards 
granted in substitution for awards previously granted by an entity that is acquired 
by or merged with the Company or an Affiliate shall not be counted against the 
aggregate number of Shares available for Awards under the Plan. 

(c) Adjustments.  In the event that any dividend (other than a regular cash dividend) or other 
distribution (whether in the form of cash, Shares, other securities or other property), recapitalization, 
forward stock split, reverse stock split, reorganization, plan of arrangement, merger, amalgamation, 
consolidation, split-up, spin-off, combination, repurchase or exchange of Shares or other securities of the 
Company, issuance of warrants or other rights to purchase Shares or other securities of the Company or 
other similar corporate transaction or event which affects the Shares, or unusual or nonrecurring events 
affecting the Company or the financial statements of the Company, or changes in applicable rules, rulings, 
regulations or other requirements of any governmental body or stock exchange or inter-dealer quotation, 
accounting principles or law, such that an adjustment is considered by the Committee to be appropriate in 
order to prevent dilution or enlargement of the benefits or potential benefits intended to be made available 
under the Plan, then the Committee may, in such manner as it may deem equitable, subject to any 
required regulatory or Exchange approvals, adjust any or all of (i) the number and kind of Shares (or other 
securities or other property) that thereafter may be made the subject of Awards, (ii) the number and kind 
of Shares (or other securities or other property) subject to outstanding Awards, (iii) the purchase price or 
exercise price with respect to any Award or, if deemed appropriate, make provision for a cash payment 
with respect to any outstanding Award, and/or (iv) any share limit set forth in the Plan; provided, 
however, that the number of Shares covered by any Award or to which such Award relates shall always 
be a whole number. Such adjustment shall be made by the Committee or the Board, whose determination 
in that respect shall be final, binding and conclusive. 

(d) Additional Award Limitations.  The aggregate number of Shares issued under Awards or 
issuable on exercise of the Options, in each case, granted to Related Persons as compensation within any 
one-year period, excluding performance-based Awards (with the performance targets being set in 
accordance with Section 4(a) as the market capitalization of the Fully-Diluted Shares shall not exceed 5% 
of the total number of Fully-Diluted Shares, in aggregate, at the time of grant, subject to adjustment 
pursuant to Section 4(c). The maximum number of Shares that may be issued under the Plan to the 
Company’s Non-Employee Directors, as a whole, or the number of securities that may be issuable on 
exercise of the Awards granted to the Company’s Non-Employee Directors, as a whole, as compensation 
within any one-year period, shall not exceed 1% of the total number of Fully-Diluted Shares, in 
aggregate, at the time of grant, subject to adjustment pursuant to Section 4(c). The Board shall not (i) 
grant Options to any one Non-Employee Director in which the aggregate Fair Market Value of the Shares 
underlying such Options during any calendar year (and including any awards under any equity 
compensation program of  CSAC AcquisitionCo or its Affiliates) shall exceed US$100,000, or (ii) grant 
Awards in which the aggregate Fair Market Value of the Shares in respect to which the Awards are 
exercisable by such Non-Employee Director during any calendar year (and including any awards under 
any equity compensation program of  CSAC AcquisitionCo or its Affiliates) shall exceed C$150,000, and 
in each case of (i) and (ii), measured as at the date of grant. 

(e) Restricted Exchangeable Shares.  If, during the term of the Plan, CSAC AcquisitionCo 
grants awards of restricted Exchangeable Shares to Persons who are Eligible Persons under the Plan, any 
restricted Exchangeable Shares awarded by CSAC AcquisitionCo will reduce the number of Shares that 
may be awarded under the Plan on a one-for-one basis. If any restricted Exchangeable Shares awarded by 
CSAC AcquisitionCo are forfeited, cancelled, or are used or withheld to satisfy tax withholding 
obligations of an award recipient thereunder, any such restricted Exchangeable Shares that are forfeited, 
cancelled, used or withheld will thereafter not be treated as reducing the number of Shares that are 
available for Awards under the Plan. 
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(f) Financial Assistance. The Company or any Affiliate or related entity may provide 
financial assistance to, or enter into support agreements with, Participants in connection with grants under 
the Plan, including without limitation, full, partial or non-recourse loans, provided approval of the 
disinterested members of the Board is obtained. 

Section 5. Eligibility 

Any Eligible Person shall be eligible to be designated as a Participant. In determining which 
Eligible Persons shall receive an Award and the terms of any Award, the Committee may take into 
account the nature of the services rendered by the respective Eligible Persons, their present and potential 
contributions to the success of the Company and/or such other factors as the Committee, in its discretion, 
shall deem relevant. Notwithstanding the foregoing, 

(i) an Incentive Stock Option may only be awarded to an employee of the Company 
or any “Parent Corporation” or “Subsidiary Corporation” of the Company (in 
each case, within the meaning of Section 424 of the Code); and 

(ii) in the case of an Eligible Person who is subject to United States income tax, a 
Non-Qualified Stock Option may only be awarded to such Eligible Person to the 
extent the Eligible Person performs direct services to the Company or any 
corporation (other than the Company), in an unbroken chain of corporations 
beginning with the Company, in which each of the corporations other than the 
last corporation in the unbroken chain owns, directly or indirectly, stock 
representing at least 50% of the voting power of all classes of stock entitled to 
vote or at least 50% of the value of all classes of stock in one of the other 
corporations in such chain. 

Receipt of Awards by a Participant is subject to the grant being voluntary within the meaning of 
section 2.23(2) of National Instrument 45-106 – Prospectus Exemptions, to the extent applicable.  

Section 6. Awards 

(a) Options.  The Committee is hereby authorized to grant Options to Eligible Persons with 
the following terms and conditions and with such additional terms and conditions not inconsistent with 
the provisions of the Plan, as the Committee shall determine: 

(i) Exercise Price.  The purchase price per Share purchasable under an Option shall 
be determined by the Committee and shall not be less than 100% of the Fair 
Market Value of a Share on the date of grant of such Option; provided, however, 
that, to the extent permitted under Section 409A and Section 424 of the Code, as 
applicable, the Committee may designate a purchase price below Fair Market 
Value on the date of grant if the Option is granted in substitution for a stock 
option previously granted by an entity that is acquired by or merged with the 
Company or an Affiliate. 

(ii) Option Term.  The term of each Option shall be fixed by the Committee at the 
date of grant but shall not be longer than 10 years from the date of grant. 
Notwithstanding the foregoing, in the event that the expiry date of an Option held 
by a Participant who is not subject to United States income tax falls within a 
trading blackout period imposed by the Company (a “Blackout Period”), and 
neither the Company nor the individual in possession of the Options is subject to 
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a cease trade order in respect of the Company’s securities, then the expiry date of 
such Option shall be automatically extended to the 10th business day following 
the end of the Blackout Period. 

(iii) Time and Method of Exercise.  The Committee shall determine the time or times 
at which an Option may be exercised in whole or in part and the method or 
methods by which, and the form or forms, including, subject to applicable law, 
but not limited to, cash, check, or surrender of other securities or other property, 
or any combination thereof, having a Fair Market Value on the exercise date 
equal to the applicable exercise price, in which payment of the exercise price 
with respect thereto may be made or deemed to have been made.   

(A) Promissory Notes.  Notwithstanding the foregoing, the Committee may 
not permit payment of the exercise price, either in whole or in part, with 
a promissory note. 

(B) Net Exercises.  The Committee may, in its discretion, permit an Option 
to be exercised by delivering to the Participant a number of Shares 
having an aggregate Fair Market Value (determined as of the date of 
exercise) equal to the excess, if positive, of the Fair Market Value of the 
Shares underlying the Option being exercised on the date of exercise, 
over the exercise price of the Option for such Shares. 

(iv) Options Subject to Targets. Options may be made subject to the achievement by 
the Company of specified performance targets, such that such Options will only 
be exercisable if such targets are met. 

(v) Incentive Stock Options.  Unless an Award Agreement specifies that an Option is 
intended to be an Incentive Stock Option, the Option will be a Non-Qualified 
Stock Option.  If an Award Agreement specifies that an Option is intended to be 
an Incentive Stock Option, the following additional provisions shall apply: 

(A) The Committee will not grant Incentive Stock Options to any Participant 
in respect of which the aggregate Fair Market Value (determined as of 
the time the Option is granted) of the Shares with respect to which 
Incentive Stock Options are exercisable for the first time by the 
Participant during any calendar year (under the Plan and all other plans 
of the Company and any “Parent Corporation” or “Subsidiary 
Corporation” of the Company (in each case, within the meaning of 
Section 424 of the Code)) shall exceed US$100,000. 

(B) Subject to adjustment pursuant to Section 4(c) and the overall Plan 
limitation under Section 4(a), the maximum number of Shares that may 
be issued pursuant to Incentive Stock Options shall not exceed 5,100,000 
Shares.  

(C) The Incentive Stock Option granted to a Participant who, at the time the 
Incentive Stock Option is granted, owns (within the meaning of Sections 
422 and 424 of the Code) stock possessing more than 10% of the total 
combined voting power of all classes of stock of the Company or any 
“Parent Corporation” or “Subsidiary Corporation” of the Company (in 
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each case, within the meaning of Section 424 of the Code), shall not be 
exercisable after the expiration of 5 years from the date such Incentive 
Stock Option is granted. 

(D) The purchase price per Share for an Incentive Stock Option shall be not 
less than 100% of the Fair Market Value of a Share on the date of grant 
of the Incentive Stock Option; provided, however, that, in the case of the 
grant of an Incentive Stock Option to a Participant who, at the time such 
Option is granted, owns (within the meaning of Section 422 and 424 of 
the Code) stock possessing more than 10% of the total combined voting 
power of all classes of stock of the Company or any “Parent 
Corporation” or “Subsidiary Corporation” of the Company (in each case, 
within the meaning of Section 424 of the Code), the purchase price per 
Share purchasable under an Incentive Stock Option shall be not less than 
110% of the Fair Market Value of a Share on the date of grant of the 
Incentive Stock Option. 

(E) An Incentive Stock Option will not be transferable by a Participant other 
than by will or the laws of descent and distribution and, during the 
Participant’s lifetime, may only be exercised by the Participant. 

(F) Any Incentive Stock Option authorized under the Plan shall contain such 
other provisions as the Committee shall deem advisable, but shall in all 
events be consistent with and contain all provisions required in order to 
qualify the Option as an Incentive Stock Option. 

(b) Restricted Stock Units.  The Committee is hereby authorized to grant an Award of 
Restricted Stock Units to Eligible Persons with the following terms and conditions and with such 
additional terms and conditions not inconsistent with the provisions of the Plan as the Committee shall 
determine: 

(i) Restrictions.  Restricted Stock Units shall be subject to such restrictions as the 
Committee may impose (including, without limitation, any limitation on the right 
to receive any dividend, Dividend Equivalents, or other right or property with 
respect thereto), which restrictions may lapse separately or in combination at 
such time or times, in such installments or otherwise as the Committee may deem 
appropriate. Notwithstanding the foregoing, rights to dividend or Dividend 
Equivalent payments shall be subject to the limitations described in Section 6(c). 

(ii) Issuance and Delivery of Shares.  In the case of Restricted Stock Units, no Shares 
shall be issued at the time such Awards are granted. Upon the lapse or waiver of 
restrictions and the restricted period relating to Restricted Stock Units evidencing 
the right to receive Shares, one Share for each such Share covered by the 
Restricted Stock Unit shall be issued and delivered to the holder of the Restricted 
Stock Units; provided, that the Committee may elect to pay cash, or part cash and 
part Shares in lieu of delivering only Shares. 

(iii) Acceleration of Vesting. The Committee may, in its discretion, accelerate the 
vesting, all or in part, of the Restricted Stock Units. 
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(iv) Forfeiture.  Except as otherwise determined by the Committee or as provided in 
an Award Agreement, upon a Participant’s termination of employment or service 
or resignation or removal as a Director (in either case, as determined under 
criteria established by the Committee) during the applicable restriction period, all 
Restricted Stock Units held by such Participant that, at such time, remain subject 
to restrictions, shall be forfeited and re-acquired by the Company for cancellation 
at no cost to the Company; provided, however, that the Committee may waive in 
whole or in part any or all remaining restrictions with respect to Restricted Stock 
Units. 

(v) Performance Targets. Restricted Stock Units may be made subject to the 
achievement by the Company of specified performance targets established by the 
Board or after a period of continued service with the Company or its Affiliates or 
any combination of the above, as set forth in the applicable Award Agreement, 
such that such Restricted Stock Units will only become vested if such targets or 
periods are met. 

(c) Dividend Equivalents.  The Committee is hereby authorized to grant Dividend 
Equivalents to Eligible Persons under which the Participant shall be entitled to receive payments (in cash, 
Shares, other securities or other property, as determined in the discretion of the Committee) equivalent to 
the amount of cash dividends paid by the Company to holders of Shares with respect to a number of 
Shares determined by the Committee. Subject to the terms of the Plan and any applicable Award 
Agreement, such Dividend Equivalents may have such terms and conditions as the Committee shall 
determine. Notwithstanding the foregoing, (i) the Committee may not grant Dividend Equivalents to 
Eligible Persons in connection with grants of Options or other Awards the value of which is based solely 
on an increase in the value of the Shares after the date of grant of such Award, and (ii) dividend and 
Dividend Equivalent amounts may be accrued but shall not be paid unless and until the date on which all 
conditions or restrictions relating to such Award have been satisfied, waived or lapsed. 

(d) Unrestricted Stock Bonuses. The Committee is hereby authorized to grant an Award of 
Unrestricted Stock Bonuses to Eligible Persons under which the Participant shall be entitled to receive 
fully paid and non-assessable Shares as consideration for services rendered to the Company or an 
Affiliate in the prior calendar year, or may purchase fully paid and non-assessable Shares for cash 
consideration at the Fair Market Value thereof (with the cash consideration representing up to the after-
withholding tax value of a cash bonus paid). Subject to the terms of the Plan and any applicable Award 
Agreement, such Unrestricted Stock Bonuses may have such terms and conditions as the Committee shall 
determine.General Consideration for Awards.  Awards may be granted for no cash consideration or for 

any cash or other consideration as may be determined by the Committee or 
required by applicable law or the Exchange Policies. 

(ii) Limits on Transfer of Awards.  Except as otherwise provided by the Committee 
in its discretion and subject to such additional terms and conditions as it 
determines, no Award (other than fully vested and unrestricted Shares issued 
pursuant to any Award) and no right under any such Award shall be transferable 
by a Participant other than by will or by the laws of descent and distribution, and 
no Award (other than fully vested and unrestricted Shares issued pursuant to any 
Award) or right under any such Award may be pledged, alienated, attached or 
otherwise encumbered, and any purported pledge, alienation, attachment or 
encumbrance thereof shall be void and unenforceable against the Company or 
any Affiliate.  Where the Committee does permit the transfer of an Award other 
than a fully vested and unrestricted Share, such permitted transfer shall be for no 
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value and in accordance with all applicable law and Exchange Policies. The 
Committee may also establish procedures as it deems appropriate for a 
Participant to designate a person or persons, as beneficiary or beneficiaries, to 
exercise the rights of the Participant and receive any property distributable with 
respect to any Award in the event of the Participant’s death. 

(iii) Restrictions; Exchange Listing.  All Shares or other securities delivered under the 
Plan pursuant to any Award or the exercise thereof shall be subject to such 
restrictions as the Committee may deem advisable under the Plan, applicable 
laws and Exchange Policies, and the Committee may cause appropriate entries to 
be made with respect to, or legends to be placed on the certificates or direct 
registration statements or electronic positions, as applicable, for, such Shares or 
other securities to reflect such restrictions.  The Company shall not be required to 
deliver any Shares or other securities covered by an Award unless and until the 
requirements of any securities or other laws, rules or regulations (including the 
Exchange Policies) as may be determined by the Company to be applicable are 
satisfied. 

(iv) Prohibition on Option Repricing.  Except as provided in Section 4(c) hereof, the 
Committee may not, without prior approval of the Company’s shareholders and 
applicable stock exchange approval, seek to effect any repricing of any 
previously granted, “out-of-the money” Option by: (i) amending or modifying 
the terms of the Option to lower the exercise price; (ii) canceling the out-of-the 
money Option and granting either (A) replacement Options having a lower 
exercise price; or (B) Restricted Stock Units in exchange; or (iii) cancelling or 
repurchasing the out-of-the money Option for cash or other securities.  An 
Option will be deemed to be “out-of-the money” at any time when the Fair 
Market Value of the Shares covered by such Award is less than the exercise price 
of the Award. 

(v) Section 409A Provisions.  Notwithstanding anything in the Plan or any Award 
Agreement to the contrary, to the extent that any amount or benefit that 
constitutes “deferred compensation” to a Participant under Section 409A and 
applicable guidance thereunder is otherwise payable or distributable to a 
Participant under the Plan or any Award Agreement solely by reason of the 
occurrence of a change in control or due to the Participant’s disability or 
“separation from service” (as such term is defined under Section 409A), such 
amount or benefit will not be payable or distributable to the Participant by reason 
of such circumstance unless the Committee determines in good faith that (i) the 
circumstances giving rise to such change in control event, disability or separation 
from service meet the definition of a change in control event, disability, or 
separation from service, as the case may be, in Section 409A(a)(2)(A) of the 
Code and applicable proposed or final regulations, or (ii) the payment or 
distribution of such amount or benefit would be exempt from the application of 
Section 409A by reason of the short-term deferral exemption or otherwise.  Any 
payment or distribution that otherwise would be made to a Participant who is a 
Specified Employee (as determined by the Committee in good faith) on account 
of separation from service may not be made before the date which is six months 
after the date of the Specified Employee’s separation from service (or if earlier, 
upon the Specified Employee’s death) unless the payment or distribution is 
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exempt from the application of Section 409A by reason of the short-term deferral 
exemption or otherwise. 

(vi) Acceleration of Vesting. Upon a change of control event (as described in Section 
7(b)), all securities (namely the Shares or Options) granted pursuant to the Plan 
shall immediately vest. 

Section 7. Amendment and Termination; Corrections 

(a) Amendments to the Plan and Awards.  The Board may from time to time amend, 
suspend, discontinue or terminate the Plan, and the Committee may amend the terms of any previously 
granted Award at any time, provided that, except as contemplated herein (i) no amendment, alteration, 
suspension, discontinuation or termination may (except as expressly provided in the Plan) materially and 
adversely alter or impair the terms or conditions of the Award previously granted to a Participant under 
the Plan without the written consent of the Participant or holder thereof; and (ii) any amendment, 
alteration, suspension, discontinuation or termination is subject to compliance with all applicable laws, 
rules, regulations and policies of any applicable governmental entity or stock exchange, including receipt 
of any required approval from the governmental entity or stock exchange, and any such amendment, 
alteration, suspension, discontinuation or termination of an Award shall be in compliance with the 
Exchange Policies. For greater certainty and notwithstanding the foregoing, the Board may amend, 
suspend, terminate or discontinue the Plan, and the Committee may amend or alter any previously granted 
Award, as applicable, without obtaining the approval of shareholders of the Company, in order to: 

(i) amend the eligibility for, and limitations or conditions imposed upon, 
participation in the Plan, except that any amendment to the Plan to change the 
class or classes of Persons eligible to be awarded Incentive Stock Options will be 
submitted for shareholder approval to the extent required by Code Section 422;  

(ii) amend any terms relating to the granting or exercise of Awards, including but not 
limited to terms relating to the amount and payment of the exercise price, or the 
vesting, expiry, assignment or adjustment of Awards, or otherwise waive any 
conditions of or rights of the Company under any outstanding Award, 
prospectively or retroactively;  

(iii) make changes that are necessary or desirable to comply with applicable laws, 
rules, regulations and policies of any applicable governmental entity or the 
Exchange, including the Exchange Policies (including amendments to Awards 
necessary or desirable to avoid any adverse tax results under Section 409A), and 
no action taken to comply shall be deemed to impair or otherwise adversely alter 
or impair the rights of any holder of an Award or beneficiary thereof; or 

(iv) amend any terms relating to the administration of the Plan, including the terms of 
any administrative guidelines or other rules related to the Plan.  

Notwithstanding the foregoing and for greater certainty, prior approval of the shareholders of 
the Company shall be required for any amendment to the Plan or an Award that would: 

(i) require shareholder approval under the rules or regulations of the Exchange that 
is applicable to the Company; 
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(ii) increase the shares authorized under the Plan as specified in Section 4 of the 
Plan; 

(iii) permit repricing of Options, which is currently prohibited by Section 6(e)(iv) of 
the Plan; 

(iv) permit the award of Options at a price less than 100% of the Fair Market Value 
of a Share on the date of grant of such Option, contrary to the provisions of 
Section 6(a)(i) of the Plan; 

(v) permit Options to be transferable other than as provided in Section 6(e)(ii); 

(vi) amend this Section 7(a); or 

(vii) increase the maximum term permitted for Options, as specified in Section 6(a), 
other than under Section 6(a)(ii), or extend the terms of any Options beyond their 
original expiry date. 

(b) Corporate Transactions.  In the event of any reorganization, merger, amalgamation, 
consolidation, split-up, spin-off, combination, plan of arrangement, take-over bid or tender offer, 
repurchase or exchange of Shares or other securities of the Company or any other similar corporate 
transaction or event involving the change of control of the Company (or if the Company shall enter into a 
written agreement to undergo such a transaction or event), the Committee or the Board may, in its sole 
discretion, provide for any of the following to be effective upon the consummation of the event (or 
effective immediately prior to the consummation of the event, provided that the consummation of the 
event subsequently occurs), and no action taken under this Section 7(b) shall be deemed to impair or 
otherwise adversely alter the rights of any holder of an Award or beneficiary thereof: 

(i) either (A) termination of the Award, whether or not vested, in exchange for an 
amount of cash and/or other property, if any, equal to the amount that would have 
been attained upon the exercise of the vested portion of the Award or realization 
of the Participant’s vested rights (and, for the avoidance of doubt, if, as of the 
date of the occurrence of the transaction or event described in this Section 
7(b)(i)(A), the Committee or the Board determines in good faith that no amount 
would have been attained upon the exercise of the Award or realization of the 
Participant’s rights, then the Award may be terminated by the Company without 
any payment) or (B) the replacement of the Award with other rights or property 
selected by the Committee or the Board, in its sole discretion;  

(ii) that the Award be assumed by the successor or survivor corporation, or a parent 
or subsidiary thereof, or shall be substituted for by similar options, rights or 
awards covering the stock of the successor or survivor corporation, or a parent or 
subsidiary thereof, with appropriate adjustments as to the number and kind of 
shares or property and prices;  

(iii) that, subject to Section 6(e)(vi), the Award shall be exercisable or payable or 
fully vested with respect to all Shares covered thereby, notwithstanding anything 
to the contrary in the applicable Award Agreement; or 

(iv) that the Award cannot vest, be exercised or become payable after a date certain in 
the future, which may be the effective date of the event. 
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(c) Correction of Defects, Omissions and Inconsistencies.  The Committee may, without 
prior approval of the shareholders of the Company, correct any defect, supply any omission or reconcile 
any inconsistency in the Plan or in any Award or Award Agreement in the manner and to the extent it 
shall deem desirable to implement or maintain the effectiveness of the Plan. 

Section 8. Income Tax Withholding 

In order to comply with all applicable federal, state, provincial, local and/or foreign income tax 
laws or regulations, the Company may take such action as it deems appropriate to ensure that all 
applicable federal, state, provincial, local or foreign payroll, withholding, income or other taxes, which 
are the sole and absolute responsibility of a Participant, are withheld or collected from such Participant.  
Without limiting the foregoing, in order to assist a Participant in paying all or a portion of the applicable 
taxes to be withheld or collected upon exercise or receipt of (or the lapse of restrictions relating to) an 
Award, the Committee, in its discretion and subject to such additional terms and conditions as it may 
adopt, may permit the Participant to satisfy such tax obligation by (a) electing to have the Company 
withhold a portion of the Shares otherwise to be delivered upon exercise or receipt of (or the lapse of 
restrictions relating to) such Award with a Fair Market Value equal to the amount of such taxes (subject 
to any applicable limitations to avoid adverse accounting treatment) or (b) delivering to the Company 
Shares other than Shares issuable upon exercise or receipt of (or the lapse of restrictions relating to) such 
Award with a Fair Market Value equal to the amount of such taxes. The election, if any, must be made on 
or before the date that the amount of tax to be withheld is determined. 

Section 9. Securities Laws 

(a) Neither the Awards nor the securities which may be acquired pursuant to the exercise of 
the Awards have been registered under the Securities Act or under any securities law of any state of the 
United States of America and are considered “restricted securities” (as such term is defined in Rule 
144(a)(3) under the U.S. Securities Act). Any Shares issued pursuant to any Award shall be certificated 
and affixed with an applicable restrictive legend as set forth in the Award Agreement. The Awards may 
not be offered or sold, directly or indirectly, in the United States except pursuant to registration under the 
U.S. Securities Act and the securities laws of all applicable states or available exemptions therefrom, and 
the Company has no obligation or present intention of filing a registration statement under the U.S. 
Securities Act in respect of any of the Awards or the securities underlying the Awards, which could result 
in such U.S. Award Holder not being able to dispose of any Shares issued on exercise of Awards for a 
considerable length of time.  Each U.S. Award Holder or anyone who becomes a U.S. Award Holder, 
who is granted an Award in the United States, who is a resident of the United States or who is otherwise 
subject to the Securities Act or the securities laws of any state of the United States will be required to 
complete an Award Agreement which sets out the applicable United States restrictions. 

(b) Any Awards granted to a U.S. Award Holder resident in the State of California shall be 
subject to the additional terms and conditions contained in Addendum A hereof. 

Section 10. General Provisions 

(a) No Rights to Awards.  No Eligible Person, Participant or other Person shall have any 
claim to be granted any Award under the Plan, and there is no obligation for uniformity of treatment of 
Eligible Persons, Participants or holders or beneficiaries of Awards under the Plan. The terms and 
conditions of Awards need not be the same with respect to any Participant or with respect to different 
Participants. 
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(b) Award Agreements.  No Participant shall have rights under an Award granted to such 
Participant unless and until an Award Agreement shall have been signed by the Participant (if requested 
by the Company), or until such Award Agreement is delivered and accepted through an electronic 
medium in accordance with procedures established and accepted by the Company.  An Award Agreement 
need not be signed by a representative of the Company unless required by the Committee.  Each Award 
Agreement shall be subject to the applicable terms and conditions of the Plan and any other terms and 
conditions (not inconsistent with the Plan) determined by the Committee. 

(c) Availability of Information. At least annually, copies of the Company’s balance sheet and 
income statement for the just completed fiscal year shall be made available (including by way of filing on 
SEDAR), to each Participant and purchaser of shares upon the exercise of an Award upon written request; 
provided, however, that this requirement shall not apply if all offers and sales of securities pursuant to the 
Plan comply with all applicable conditions of Rule 701 under the Securities Act; provided that for 
purposes of determining such compliance, any registered domestic partner shall be considered a “family 
member” as that term is defined in Rule 701 of the Securities Act. The Company shall not be required to 
make such information available to key persons whose duties in connection with the Company assure 
them access to equivalent information. 

(d) Plan Provisions Control. In the event that any provision of an Award Agreement conflicts 
with or is inconsistent in any respect with the terms of the Plan as set forth herein or subsequently 
amended, the terms of the Plan shall control. 

(e) No Rights of Shareholders.  Except with respect to Shares issued under Awards (and 
subject to such conditions as the Committee may impose on such Awards pursuant to Section 6(b)(i) or 
Section 6(c)), neither a Participant nor the Participant’s legal representative shall be, or have any of the 
rights and privileges of, a shareholder of the Company with respect to any Shares issuable upon the 
exercise or payment of any Award, in whole or in part, unless and until such Shares have been issued. 

(f) No Limit on Other Compensation Arrangements.  Nothing contained in the Plan shall 
prevent the Company or any Affiliate from adopting or continuing in effect other or additional 
compensation plans or arrangements, and such plans or arrangements may be either generally applicable 
or applicable only in specific cases. 

(g) No Right to Employment.  The grant of an Award shall not be construed as giving a 
Participant the right to be retained as an employee of the Company or any Affiliate, nor will it affect in 
any way the right of the Company or an Affiliate to terminate a Participant’s employment at any time, 
with or without cause, in accordance with applicable law.  In addition, the Company or an Affiliate may 
at any time dismiss a Participant from employment free from any liability or any claim under the Plan or 
any Award, unless otherwise expressly provided in the Plan or in any Award Agreement.  Nothing in the 
Plan shall confer on any person any legal or equitable right against the Company or any Affiliate, directly 
or indirectly, or give rise to any cause of action at law or in equity against the Company or an Affiliate.  
Under no circumstances shall any person ceasing to be an employee of the Company or any Affiliate be 
entitled to any compensation for any loss of any right or benefit under the Plan which such employee 
might otherwise have enjoyed but for termination of employment, whether such compensation is claimed 
by way of damages for wrongful or unfair dismissal, breach of contract or otherwise.  By participating in 
the Plan, each Participant shall be deemed to have accepted all the conditions of the Plan and the terms 
and conditions of any rules and regulations adopted by the Committee and shall be fully bound thereby. 

(h) Governing Law.  The Plan, including the validity, construction and effect of the Plan or 
any Award, and any rules and regulations relating to the Plan or any Award, shall be governed by and 
construed in accordance with the Laws of the Province of British Columbia and the federal Laws of 
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Canada applicable therein, but references to such laws shall not, by conflict of laws, rules or otherwise 
require application of the law of any jurisdiction other than the Province of British Columbia and the 
parties hereby further irrevocably attorn to the jurisdiction of the courts of the Province of British 
Columbia in respect of any matter arising hereunder. 

(i) Severability.  If any provision of the Plan or any Award is or becomes or is deemed to be 
invalid, illegal or unenforceable in any jurisdiction or would disqualify the Plan or any Award under any 
law or the Exchange Rules deemed applicable by the Committee, such provision shall be construed or 
deemed amended to conform to applicable laws or the Exchange Rules, or if it cannot be so construed or 
deemed amended without, in the determination of the Committee, materially altering the purpose or intent 
of the Plan or the Award, such provision shall be stricken as to such jurisdiction or Award, and the 
remainder of the Plan or any such Award shall remain in full force and effect. 

(j) No Trust or Fund Created.  Neither the Plan nor any Award shall create or be construed 
to create a trust or separate fund of any kind or a fiduciary relationship between the Company or any 
Affiliate and a Participant or any other Person. To the extent that any Person acquires a right to receive 
payments from the Company or any Affiliate pursuant to an Award, such right shall be no greater than the 
right of any unsecured general creditor of the Company or any Affiliate. 

(k) Other Benefits.  No compensation or benefit awarded to or realized by any Participant 
under the Plan shall be included for the purpose of computing such Participant’s compensation or benefits 
under any pension, retirement, savings, profit sharing, group insurance, disability, severance, termination 
pay, welfare or other benefit plan of the Company, unless required by law or otherwise provided by such 
other plan. 

(l) No Fractional Shares.  No fractional Shares shall be issued or delivered pursuant to the 
Plan or any Award, and the Committee shall determine whether cash shall be paid in lieu of any fractional 
Share or whether such fractional Share or any rights thereto shall be canceled, terminated or otherwise 
eliminated. 

(m) Headings.  Headings are given to the sections and subsections of the Plan solely as a 
convenience to facilitate reference.  Such headings shall not be deemed in any way material or relevant to 
the construction or interpretation of the Plan or any provision thereof. 

Section 11. Clawback or Recoupment 

 All Awards under the Plan shall be subject to recovery or other penalties pursuant to (i) any 
Company clawback policy, as may be adopted or amended from time to time, or (ii) any applicable law, 
rule or regulation or applicable Exchange Policies. 

Section 12. Effective Date of the Plan 

The Plan was adopted by the Board on [], 2019, and approved by the shareholders of the 
Company on [], 2019. The Effective Date of the Plan is [], 2019.   

Section 13. Term of the Plan 

No Award shall be granted under the Plan, and the Plan shall terminate, on the tenth anniversary 
of the date the Plan is approved by the shareholders of the Company, or any earlier date of 
discontinuation or termination established pursuant to Section 7(a) of the Plan. Notwithstanding the 
foregoing, an Award may only be awarded within ten years from the date the Plan is adopted by the 
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Board or, if earlier, the date the Plan is approved by the shareholders of the Company. Unless otherwise 
expressly provided in the Plan or in an applicable Award Agreement, any Award theretofore granted may 
extend beyond such dates, and the authority of the Committee provided for hereunder with respect to the 
Plan and any Awards, and the authority of the Board to amend the Plan, shall extend beyond the 
termination of the Plan. Regardless of whether the Plan is approved by the shareholders of the Company 
every three (3) years or when otherwise required under the Exchange Rules, after the initial approval of 
the Plan by the shareholders of the Company, all previously granted Awards shall remain valid. 



  

  
 
 

ADDENDUM A 

Company 2018 Equity Incentive Plan 

(California Participants) 

Prior to the date, if ever, on which the Shares becomes a Listed Security and/or the Company is 
subject to the reporting requirements of the Exchange Act, the terms set forth herein shall apply to 
Awards issued to California Participants. “California Participant” means a Participant whose Award is 
issued in reliance on Section 25102(o) of the California Corporations Code.  All capitalized terms used 
herein but not otherwise defined shall have the respective meanings set forth in the Plan. 

1. The following rules shall apply to any Option in the event of termination of the 
Participant’s service to the Company or an Affiliate: 

(a) If such termination was for reasons other than death, “Permanent Disability” (as 
defined below), or cause, the Participant shall have at least 30 days after the date of such termination to 
exercise his or her Option to the extent the Participant is entitled to exercise on his or her termination 
date, provided that in no event shall the Option be exercisable after the expiration of the term as set forth 
in the Award Agreement (and subject to Section 7 of the Plan). 

(b) If such termination was due to death or Permanent Disability, the Participant 
shall have at least six months after the date of such termination to exercise his or her Option to the extent 
the Participant is entitled to exercise on his or her termination date, provided that in no event shall the 
Option be exercisable after the expiration of the term as set forth in the Award Agreement (and subject to 
Section 7 of the Plan). 

“Permanent Disability” for purposes of this Addendum shall mean the inability of the Participant, in the 
opinion of a qualified physician acceptable to the Company, to perform the major duties of the 
Participant’s position with the Company or any Affiliate because of the sickness or injury of the 
Participant. 

2. Notwithstanding anything to the contrary in the Plan, the Committee shall in any event 
make such adjustments as may be required by Section 25102(o) of the California Corporations Code. 

3. Notwithstanding anything stated herein to the contrary, no Option shall be exercisable on 
or after the 10th anniversary of the date of grant and any Award Agreement shall terminate on or before 
the 10th anniversary of the date of grant. 

4. Any increase in the maximum aggregate number of Shares issuable thereunder as 
provided in Section 4(a) (the “Authorized Shares”) shall be approved by a majority of the outstanding 
securities of the Company entitled to vote by the later of (a) a period beginning twelve (12) months before 
and ending twelve (12) months after the date of adoption thereof by the Board or (b) the first issuance of 
any security pursuant to the Plan in the State of California (within the meaning of Section 25008 of the 
California Corporations Code). Awards granted prior to security holder approval of the Plan or in excess 
of the Authorized Shares previously approved by the security holders shall become exercisable no earlier 
than the date of shareholder approval of the Plan or such increase in the Authorized Shares, as the case 
may be, and such Awards shall be rescinded if such security holder approval is not received in the manner 
described in the preceding sentence.   
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No securities are being offered pursuant to this prospectus. No securities regulatory authority has expressed an opinion about these securities 

and it is an offence to claim otherwise.  

PROSPECTUS 

Non-Offering Prospectus February 15, 2019 

CANNABIS STRATEGIES ACQUISITION CORP. 

(to be renamed “CSAC Cannabis Strategies Acquisition Corp.” in connection with its qualifying transaction with 

LivFree Wellness, LLC, Washoe Wellness, LLC,  

The Canopy NV, LLC, Sira Naturals, Inc. and Cannapunch of Nevada LLC) 

Cannabis Strategies Acquisition Corp. (“CSAC”) intends to derive a substantial portion of its revenues from 

the cannabis industry in certain States of the United States, which industry is illegal under United States 

federal law. CSAC intends to be directly involved (through its licensed subsidiaries) in the cannabis industry 

in the United States where local State laws permit such activities. Currently, the subsidiaries and managed 

entities of the Target Businesses (as defined herein) are directly engaged in the manufacture, possession, use, 

sale or distribution of cannabis and/or hold licenses in the adult-use and/or medicinal cannabis marketplace 

in the States of Massachusetts and Nevada. CSAC, after the Transaction, will be a leading vertically-

integrated cannabis company in the United States with an initial anchor portfolio of high quality vertically-

integrated operations in the Eastern and Western United States. 

The United States federal government regulates drugs through the Controlled Substances Act (21 U.S.C.§ 

811), which places controlled substances, including cannabis, in a schedule. Cannabis is classified as a 

Schedule I drug. Under United States federal law, a Schedule I drug or substance has a high potential for 

abuse, no accepted medical use in the United States, and a lack of accepted safety for the use of the drug 

under medical supervision. The United States Food and Drug Administration has not approved marijuana as 

a safe and effective drug for any indication. 

In the United States, marijuana is largely regulated at the State level. State laws regulating cannabis are in 

direct conflict with the federal Controlled Substances Act, which makes cannabis use and possession federally 

illegal. Although certain states authorize medical or adult-use cannabis production and distribution by 

licensed or registered entities, under U.S. federal law, the possession, use, cultivation, and transfer of 

cannabis and any related drug paraphernalia is illegal and any such acts are criminal acts under federal law. 

The Supremacy Clause of the United States Constitution establishes that the United States Constitution and 

federal laws made pursuant to it are paramount and, in case of conflict between federal and State law, the 

federal law shall apply. 

On January 4, 2018, former U.S. Attorney General Jeff Sessions issued a memorandum to U.S. district 

attorneys which rescinded previous guidance from the U.S. Department of Justice specific to cannabis 

enforcement in the United States, including the Cole Memorandum (as defined herein). With the Cole 

Memorandum rescinded, U.S. federal prosecutors have been given discretion in determining whether to 

prosecute cannabis related violations of U.S. federal law, subject to budgetary constraints.  On November 7, 

2018, Mr. Sessions tendered his resignation as Attorney General at the request of President Donald Trump. 

Following Mr. Sessions’ resignation, Matthew Whitaker began serving as Acting United States Attorney 

General. It is unclear what impact, if any, Mr. Sessions’ resignation will have on U.S. federal government 

enforcement policy on marijuana. 

On December 7, 2018, the United States Congress failed to agree upon an appropriations bill and the United 

States government entered a partial shutdown.  An amendment prohibiting the funding of federal 

prosecutions with respect to medical marijuana activities that are legal under State law, that has been part of 

previous appropriations bills, was no longer in effect during the partial shutdown.  The partial shutdown 

ended on January 25, 2019 when the United States Congress passed an appropriations bill funding the United 

States government through February 15, 2019.  The Joyce/Leahy Amendment (as defined herein), containing 

the above-referenced prohibition, was extended by the temporary appropriations bill. Given that the current 
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dispute between the United States House and the President of the United States is tied to funding security 

along the border with Mexico, it is likely the Joyce/Leahy Amendment language will be included in any 

further temporary appropriations bills that are signed into law. While it is possible that the United States 

government will re-enter a partial shutdown when funding under the current temporary appropriations bill 

ends, it is not expected that the U.S. Department of Justice will act contrary to the Joyce/Leahy Amendment 

language.  However, this would be subject to change until passage of new Joyce/Leahy Amendment 

language.  Notably, such amendments have always applied only to medical cannabis programs, and have no 

effect on pursuit of recreational cannabis activities. See “Cannabis Market Overview – Legal and Regulatory 

Matters – United States Federal Overview”. 

There is no guarantee that State laws legalizing and regulating the sale and use of cannabis will not be 

repealed or overturned, or that local governmental authorities will not limit the applicability of State laws 

within their respective jurisdictions. Unless and until the United States Congress amends the Controlled 

Substances Act with respect to medical and/or adult-use cannabis (and as to the timing or scope of any such 

potential amendments there can be no assurance), there is a risk that U.S. federal authorities may enforce 

current U.S. federal law. If the U.S. federal government begins to enforce U.S. federal laws relating to 

cannabis in States where the sale and use of cannabis is currently legal, or if existing applicable State laws are 

repealed or curtailed, CSAC’s Target Businesses, results of operations, financial condition and prospects and 

CSAC would be materially adversely affected. See “Risk Factors – Risks Related to Legality of Cannabis” for 

additional information on this risk. 

In light of the political and regulatory uncertainty surrounding the treatment of U.S. cannabis-related 

activities, including the rescission of the Cole Memorandum discussed above, on February 8, 2018, the 

Canadian Securities Administrators published a staff notice 51-352 (Revised) – Issuers with U.S. Marijuana-

Related Activities (“Staff Notice 51-352”) setting out the Canadian Securities Administrator’s disclosure 

expectations for specific risks facing issuers with cannabis-related activities in the United States. Staff Notice 

51-352 includes additional disclosure expectations that apply to all issuers with U.S. cannabis-related 

activities, including those with direct and indirect involvement in the cultivation and distribution of cannabis, 

as well as issuers that provide goods and services to third parties involved in the U.S. cannabis industry. 

Completion of the Transaction requires, among other things, approval of the CSAC Shareholders (as defined 

herein). There is no assurance that all or any of the acquisitions of the Target Businesses will be completed, 

or, if completed, will be on the terms that are exactly the same as disclosed in this prospectus. 

CSAC’s involvement in the U.S. cannabis market may subject CSAC to heightened scrutiny by regulators, 

stock exchanges, clearing agencies and other U.S. and Canadian authorities. There can be no assurance that 

this heightened scrutiny will not in turn lead to the imposition of certain restrictions on CSAC’s ability to 

operate in the U.S. or any other jurisdiction. There are a number of risks associated with the business of 

CSAC. See “Cannabis Market Overview – Legal and Regulatory Matters – United States Federal Overview”, 

“Cannabis Market Overview – Legal and Regulatory Matters – U.S. Federal Enforcement Priorities”, “Risk 

Factors - CSAC’s operations in the U.S. cannabis market may become the subject of heightened scrutiny” and 

“Risk Factors - Regulatory scrutiny of CSAC’s industry may negatively impact its ability to raise additional 

capital”. 

Jonathan Sandelman, Mark Smith, Kamaldeep Thindal, Charles Miles and Chris R. Burggraeve are the 

current directors of CSAC and will be subject to liability as directors for any misrepresentation in this 

prospectus.  The following proposed directors are not current directors of CSAC and will not become 

directors of CSAC until the completion of the Transaction and therefore they will not be subject to liability as 

directors for any misrepresentation in this prospectus: Louis F. Karger, Mark Pitchford and Steve Menzies. 

No securities are being offered pursuant to this prospectus. This prospectus is being filed with the securities 

regulatory authorities in each of the provinces and territories of Canada, other than Quebec, by CSAC, which is a 

special purpose acquisition corporation incorporated under the laws of the Province of Ontario. CSAC was 

organized for the purpose of effecting an acquisition of one or more businesses or assets by way of a merger, share 

exchange, asset acquisition, share purchase, reorganization or other similar business combination involving CSAC 

that will qualify as its “qualifying transaction”.  Since no securities are being sold pursuant to this prospectus, no 

proceeds will be raised pursuant to this prospectus. 
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On October 17, 2018, CSAC announced that it had entered into definitive purchase agreements (the “Definitive 

Agreements”) with each of LivFree Wellness, LLC (“LivFree”), Washoe Wellness, LLC (“Washoe”), The Canopy 

NV, LLC (“Canopy”), Sira Naturals, Inc. (“Sira”) and Cannapunch of Nevada LLC (“Cannapunch”) and/or, inter 

alios, their respective equity holders (collectively, the “Target Businesses” or the “Anchor Portfolio”) pursuant to 

which, among other things, CSAC shall acquire, directly or indirectly, all of the equity and/or assets of the Target 

Businesses (collectively, the “Transaction”). The Transaction constitutes CSAC’s qualifying transaction. See “The 

Business of the Target Businesses – LivFree Wellness LLC” for a summary of the Target Business of LivFree, “The 

Business of the Target Businesses – Washoe Wellness, LLC” for a summary of the Target Business of Washoe, “The 

Business of the Target Businesses – The Canopy NV, LLC” for a summary of the Target Business of Canopy, “The 

Business of the Target Businesses – Sira Naturals, Inc.” for a summary of the Target Business of Sira, and “The 

Business of the Target Businesses – Cannapunch of Nevada, LLC” for a summary of the Target Business of 

Cannapunch. 

Washoe is a vertically-integrated cultivator, producer and distributor of cannabis in northern Nevada, focused in 

Reno in Washoe County and distributing to Las Vegas. Washoe specializes in producing a full spectrum of 

premium, quality cannabis-based products. Washoe is licensed to possess, cultivate, process, and dispense medical 

and adult-use cannabis throughout Nevada. Washoe began medical sales in the first quarter of 2016 and recreational 

sales in the third quarter of 2017. 

LivFree operates three dispensaries in the state of Nevada: one in Clark County, one in Henderson and one in Reno. 

In addition, LivFree is separately licensed to operate four additional facilities (two production facilities and two 

cultivation facilities). LivFree’s dispensaries opened in 2016. There will be no impact on the status of the LivFree 

licenses until the parameters, terms and structure of this transaction are approved by the State of Nevada and all 

applicable authorities. The by-laws of Henderson, NV, currently prohibit public company ownership of cannabis 

operations located in Henderson. Accordingly, unless such by-laws are changed, CSAC will not be able to acquire 

LivFree’s Henderson operations or any interest therein, which is estimated by CSAC to have comprised  

approximately 40% of LivFree’s revenues in 2018 and approximately 20% of CSAC’s projected consolidated 

revenues in 2018 on a pro-forma basis. See “Risk Factors - The City of Henderson, Nevada, currently prohibits 

public company ownership of cannabis businesses”. 

Canopy operates two dispensaries in the city of Reno, Nevada: one in downtown Reno, adjacent to the casino-resort 

corridor, and a second in the North Valleys. Both are under the MYNT brand, which was named Best Dispensary in 

Reno in 2018. The first dispensary, in downtown Reno, opened for medical sales in the first quarter of 2017, with 

adult-use recreational sales following in the third quarter of 2017. Adult-use recreational sales for the North Valleys 

location began in third quarter of 2018. Canopy is licensed to sell both medical and adult-use cannabis in Nevada. 

Sira is a vertically-integrated producer and seller of medical cannabis and related products in Massachusetts. Sira 

was among the earliest recipients of licenses to cultivate, manufacture, transport and sell medical marijuana in 

Massachusetts, and is consistently cited as a best-in-class operator in the State.
1
 Sira has also secured licenses to 

cultivate, manufacture and transport cannabis and cannabis products for adult-use purposes in Massachusetts and 

intends to apply for licenses to operate adult-use cannabis retail establishments.  Products include cannabis and 

cannabis products, including oil, edibles, and vaporizer products. 

Cannapunch assists licensees with the manufacture of, and licenses its brands over to manufacturers of, cannabis-

infused products in Nevada. The acquisition by CSAC entitles CSAC to the rights to the Cannapunch suite of brands 

in all U.S. States that have legalized cannabis use other than Colorado (due to its residency requirements). 

Cannapunch’s key brands include CannaPunch (beverages), Highly Edible (gummies), Dutch Girl (edibles), Nordic 

Goddess (topical salve), and Tumbleweed (oil and other extracts). 

This prospectus is being filed in accordance with the NEO Exchange Listing Manual in connection with the 

completion of CSAC’s qualifying transaction. Unless otherwise indicated, this prospectus has been prepared 

assuming that the Transaction has been completed.  

                                                           

1 https://bestthingsma.com/marijuana-dispensaries/?utm; https://www.leafly.com/news/strains-products/best-medical-future-

recreational-marijuana-massachusetts#dsq-app1 

https://bestthingsma.com/marijuana-dispensaries/?utm
https://www.leafly.com/news/strains-products/best-medical-future-recreational-marijuana-massachusetts#dsq-app1
https://www.leafly.com/news/strains-products/best-medical-future-recreational-marijuana-massachusetts#dsq-app1
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Existing shareholders of CSAC who do not redeem their shares will continue to hold an interest in CSAC after 

giving effect to the Transaction. In connection with the Transaction, CSAC intends to change its name to “CSAC 

Cannabis Strategies Acquisition Corp.” as part of its intended continuance into British Columbia, and has amended 

its financial year-end from September 30 to December 31. Following closing, CSAC will indirectly own 100% of 

the Target Businesses (except for certain retained licenses, associated inventory and other related assets, the transfer 

of which is subject to consent from regulatory authorities), subject to the terms of the Definitive Agreements. In 

particular, the acquisitions of the Target Businesses in Nevada are currently proposed to be completed in two phases. 

See “Notice to Readers”, “Description of the Business of CSAC” and “Corporate Structure – Definitive 

Agreements”. 

CSAC’s Class A restricted voting shares (the “CSAC Class A Restricted Voting Shares”) are currently listed for 

trading on the NEO Exchange Inc. (the “NEO Exchange”) under the symbol “CSA.A”. The closing price of the 

CSAC Class A Restricted Voting Shares on the NEO Exchange on October 17, 2018, the last trading day before the 

Definitive Agreements were announced, was C$11.49. The closing price of the CSAC Class A Restricted Voting 

Shares on the NEO Exchange on February 13, 2019 was C$15.95. The share purchase warrants of CSAC (the 

“CSAC Warrants”) are also currently listed for trading on the NEO Exchange under the symbol “CSA.WT”. The 

closing price of the CSAC Warrants on October 17, 2018, the last trading day before the Definitive Agreements 

were announced, was C$2.75. The closing price of the CSAC Warrants on February 13, 2019 was C$5.43. The 

rights of CSAC (the “CSAC Rights”) are also currently listed for trading on the NEO Exchange under the symbol 

“CSA.RT”. The closing price of the CSAC Rights on October 17, 2018, the last trading day before the Definitive 

Agreements were announced, was C$1.00. The closing price of the CSAC Rights on February 13, 2019 was C$1.60. 

The completion of the Transaction is conditional upon, among other things, approval by the NEO Exchange. 

An investment in CSAC is subject to a number of risks that should be carefully considered by investors. In 

reviewing this prospectus, an investor should carefully consider the matters described under the heading 

“Risk Factors”. 

As the Transaction constitutes CSAC’s proposed qualifying transaction, holders of CSAC Class A Restricted Voting 

Shares can elect to redeem (conditional on closing) all or a portion of their CSAC Class A Restricted Voting Shares, 

whether they vote for or against, or do not vote on, the Transaction, provided that they deposit (and do not validly 

withdraw) their CSAC Class A Restricted Voting Shares for redemption prior to the Redemption Deadline (as 

defined herein). 

A redeeming CSAC Shareholder (as defined herein) is entitled (conditional on closing) to receive an amount per 

CSAC Class A Restricted Voting Share, payable in cash, equal to the pro-rata portion (per CSAC Class A Restricted 

Voting Share) of: (A) the escrowed funds available in the CSAC’s escrow account at the time of the meeting of the 

CSAC Shareholders at which the Transaction is approved, including interest and other amounts earned thereon; less 

(B) an amount equal to the total of (i) applicable taxes payable by CSAC on such interest and other amounts earned 

in the escrow account, and (ii) actual and expected direct expenses related to the redemption, each as reasonably 

determined by CSAC. For greater certainty, such amount will not be reduced by the amount of any tax of CSAC 

under Part VI.1 of the Tax Act (as defined herein) or the deferred underwriting commissions per CSAC Class A 

Restricted Voting Share held in escrow. This redemption amount is anticipated to be C$10.03 per CSAC Class A 

Restricted Voting Share, assuming a February 28, 2019 redemption date. 

Original purchasers of CSAC Class A Restricted Voting Shares and/or CSAC Warrants and/or CSAC Rights from 

the underwriters in CSAC’s initial public offering may have a contractual right of action for rescission or damages 

against CSAC and certain other persons. See “Contractual Right of Action”.  

This prospectus does not constitute an offer to sell or the solicitation of an offer to buy any securities. No 

underwriters have been involved in the preparation of this prospectus or performed any review or 

independent due diligence of the contents of this prospectus. 

CSAC Shareholders should be aware that the acquisition, holding and disposition of the securities described in this 

prospectus may have tax consequences in Canada, the United States and elsewhere depending on each particular 

shareholder’s specific circumstances. CSAC Shareholders should consult their own tax advisors with respect to such 

tax considerations. See “Certain Canadian Federal Income Tax Considerations” and “Certain United States Federal 

Income Tax Considerations”. 
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The registered office of CSAC is currently located at 199 Bay Street, Suite 5300, Commerce Court West, Toronto, 

Ontario, Canada, M5L1B9, and is expected to be moved to 666 Burrard Street, Suite 1700, Vancouver, British 

Columbia V6C 2X8. The head office of CSAC will be located at 590 Madison Avenue, 26th Floor, New York, New 

York, 10022. 

Increasingly, Canadian public companies with U.S. cannabis businesses that are going public in Canada are 

using multiple voting share structures. CSAC would like to ensure that Mercer, CSAC’s sponsor, is able to 

continue to build CSAC’s business during the current and expected future volatile period in the industry. 

Accordingly, subject to obtaining applicable consents, including under Ontario Securities Commission Rule 

56-501 – Restricted Shares which requires majority of minority approval by a majority of votes cast by the 

holders of CSAC Class A Restricted Voting Shares, excluding any votes attached to CSAC Class A Restricted 

Voting Shares held directly or indirectly by persons who also hold CSAC Class B Shares (as defined herein), 

CSAC intends to grant to Mercer and the other CSAC Founders the right, immediately prior to the closing of 

the Transaction, to have a one-time option to convert their existing CSAC Class B Shares on a one-for-one 

basis into new multiple voting shares of CSAC, as set forth in the notice of articles and articles of CSAC (the 

“Multiple Voting Shares”). Mercer intends to so convert its CSAC Class B Shares, as may the other CSAC 

Founders in their discretion, and that right would then expire and so would no longer be available to 

subsequent holders of CSAC Class B Shares, which would have their terms amended and be re-named as 

subordinate voting shares of CSAC, as set forth in the notice of articles and articles of CSAC (the 

“Subordinate Voting Shares”). Upon the closing of the Transaction, any non-redeemed CSAC Class A 

Restricted Voting Shares would be converted into Subordinate Voting Shares. In addition, (i) customary coat-

tail arrangements would be entered into, as further described in this prospectus, and (ii) the Multiple Voting 

Shares would be subject to a five-year sunset provision. See “Description of Securities – Multiple Voting Share 

/ Subordinate Voting Share Structure” for a description of the intended structure. 
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GLOSSARY OF TERMS 

“10% U.S. Shareholder” has the meaning ascribed to it under the heading “Certain United States Federal Income 

Tax Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting 

Shares – Conversion of CSAC into a U.S. Domestic Corporation – Effects of Code Section 367(b) upon the 

Conversion”; 

“2014 Cole Memorandum” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal 

and Regulatory Matters – United States Federal Overview”; 

“2014 Farm Bill” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and 

Regulatory Matters – United States Federal Overview”; 

“2018 Farm Bill” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and 

Regulatory Matters – United States Federal Overview”; 

“Adjusted EBITDA” has the meaning ascribed to it under the heading “Narrative Description of the Business of 

CSAC – Definition and Reconciliation of Non-IFRS Measures”; 

“Advance Notice Provisions” has the meaning ascribed to it under the heading “Description of Securities – 

Advance Notice Requirements for Director Nominations”; 

“Affiliate” has the meaning ascribed to it in National Instrument 45-106 – Prospectus Exemptions of the Canadian 

Securities Administrators; 

“All E&P Amount” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares – 

Conversion of CSAC into a U.S. Domestic Corporation – Effects of Code Section 367(b) upon the Conversion”; 

“allowable capital loss” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 

Considerations – Taxation of Capital Gains and Capital Losses”; 

“Anchor Portfolio” means collectively, LivFree, Washoe, Canopy, Sira and Cannapunch; 

“Ancillary Rights” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – General”; 

“Applicable Securities Regulators” has the meaning ascribed to it under the heading “Securities Laws 

Exemptions”; 

“Audit Committee” has the meaning ascribed to it under the heading “Audit Committee”; 

“Automatic Exchange Right” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Automatic Exchange Right on Liquidation of CSAC”; 

“Awards” has the meaning ascribed to it under the heading “Equity Incentive Plan Description – Summary of Equity 

Incentive Plan”; 

“BCBCA” means the Business Corporations Act (British Columbia), as it may be amended from time to time; 

“C&CG Committee” means the Compensation, Nominating and Corporate Governance Committee of CSAC; 

“Call Rights” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares and 

Exchange Rights Agreements – General”; 

“Canada-U.S. Tax Convention” has the meaning ascribed to it under the heading “Certain United States Federal 

Income Tax Considerations – Non-Residents of Canada – Taxation of Dividends Received; 
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“Cannapunch” means Cannapunch of Nevada LLC, a limited liability company governed under the laws of the 

State of Nevada; 

“Cannapunch Agreement” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements”; 

“Cannapunch Promissory Note” has the meaning ascribed to it under the heading “Corporate Structure – 

Definitive Agreements – Cannapunch Agreement”; 

 “Canopy” means The Canopy NV, LLC, a limited liability company governed under the laws of the State of 

Nevada; 

“Canopy Agreement” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements”; 

“Canopy Consents” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements 

– Canopy Agreement”; 

“Canopy NewCo” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements – 

Canopy Agreement”; 

“Canopy Reorganization” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – Canopy Agreement”; 

“Canopy Promissory Note” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – Canopy Agreement”; 

“Canopy Target Businesses” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – Canopy Agreement”; 

“Cashless Exercise” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements 

– Warrant Agreement”; 

“CBD” has the meaning ascribed to it under the heading “Cannabis Market Overview – Use of Cannabis”; 

“CBP” has the meaning ascribed to it under the heading “Risk Factors – Risks Related to Legality of Cannabis”; 

“CDS” means CDS Clearing and Depository Services Inc.; 

“Coattail Agreement” has the meaning ascribed to it under the heading “Description of Securities – Multiple 

Voting Share / Subordinate Voting Share Structure – Coattail Agreement”; 

“Closing Price” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements – 

Canopy Agreement”; 

“Code” means the United States Internal Revenue Code of 1986, as amended; 

“Cole Memorandum” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and 

Regulatory Matters – United States Federal Overview”; 

“Community Host Agreement” has the meaning ascribed to it under the heading “Cannabis Market Overview – 

Legal and Regulatory Matters – Massachusetts State Level Overview – Municipal Involvement”; 

“Compliance Provisions” has the meaning ascribed to it under the heading “Description of Securities – Compliance 

Provisions”; 

“Control Transaction” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Redemption Rights”; 
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“Conversion” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations”; 

“CSAC” means Cannabis Strategies Acquisition Corp., and after giving effect to the Transaction and the 

transactions contemplated thereby, means the resulting issuer of the Transaction to be renamed “CSAC Cannabis 

Strategies Acquisition Corp.” in connection with its intended continuance into British Columbia, and shall include, 

when appropriate, its subsidiaries from time to time; 

“CSAC AcquisitionCo” means CSAC Acquisition Inc., a wholly-owned subsidiary of CSAC, incorporated under 

the laws of Nevada; 

“CSAC Audited Annual Financial Statements” means the audited financial statements of CSAC as of and for the 

year ended September 30, 2018, together with the notes thereto and the auditors’ report thereon, and attached to this 

prospectus as Appendix A; 

“CSAC Circular” means the management information circular to be mailed to CSAC Shareholders in connection 

with the CSAC Meeting; 

“CSAC Class A Restricted Voting Shares” means the Class A restricted voting shares in the capital of CSAC, and 

each a “CSAC Class A Restricted Voting Share”; 

“CSAC Class A Restricted Voting Units” means the Class A restricted voting units offered to the public under 

CSAC’s initial public offering at an offering price of C$10.00 per CSAC Class A Restricted Voting Unit, each 

comprised of one CSAC Class A Restricted Voting Share, one CSAC Warrant and one CSAC Right, and each a 

“CSAC Class A Restricted Voting Unit”; 

“CSAC Class B Shares” means the Class B shares in the capital of CSAC (and for greater certainty, includes the 

CSAC Founders’ Shares), and each a “CSAC Class B Share”; 

“CSAC Class B Units” means the Class B units of CSAC, each comprised of one CSAC Class B Share, one CSAC 

Warrant and one CSAC Right, and each a “CSAC Class B Unit”; 

“CSAC directors” has the meaning ascribed to it under the heading “Contractual Right of Action”; 

“CSAC Founders” means, collectively, Mercer, Kamaldeep Thindal and Charles Miles (or persons or companies 

controlled by them), as the collective holders of the CSAC Founders’ Shares and of the CSAC Founders’ Warrants 

(each as defined herein); 

“CSAC Founders’ Shares” means the Class B shares in the capital of CSAC issued to the CSAC Founders (other 

than as part of the CSAC Class B Units), and each a “CSAC Founders’ Share”; 

“CSAC Founders’ Warrants” means the share purchase warrants in the capital of CSAC issued to Mercer, and 

each a “CSAC Founders’ Warrant”; 

“CSAC Meeting” means the special meeting of shareholders of CSAC to be held to vote on the Transaction; 

“CSAC Rights” means, collectively, (A) the 13,475,000 rights underlying the CSAC Class A Restricted Voting 

Units and (B) the 262,188 rights underlying the CSAC Class B Units issued to the CSAC Founders, to receive upon 

exercise, for no additional consideration, one-tenth (1/10) of one CSAC Class A Restricted Voting Share following 

the closing of the Transaction (which, at such time, will represent one-tenth (1/10) of a Subordinate Voting Share), 

subject to adjustment under the terms of the Transaction as further described under the heading “The Transaction” , 

and each a “CSAC Right”; 

“CSAC Shareholders” means the registered or beneficial holders of the CSAC Class A Restricted Voting Shares 

and/or the CSAC Class B Shares, as the context requires; 

“CSAC Warrants” means, collectively, (A) the 13,475,000 share purchase warrants underlying the CSAC Class A 

Restricted Voting Units, (B) the 2,621,870 CSAC Founders’ Warrants and (C) the 262,188 share purchase warrants 
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underlying the CSAC Class B Units, each of which having been issued under the Warrant Agreement and in respect 

of which, 65 days following the completion of the Transaction, will each entitle the holder thereof to purchase one 

CSAC Class A Restricted Voting Share (which, at such time, will represent one Subordinate Voting Share) at a price 

of C$11.50, and each a “CSAC Warrant”; 

“CSAC Warrant Holders” means the holders of the CSAC Warrants, and each, a “CSAC Warrant Holder”; 

“DEA” has the meaning ascribed to it under the heading “Risk Factors – Risks Related to Legality of Cannabis – 

Any re-classification of cannabis or changes in U.S. controlled substance laws and regulations may affect CSAC’s 

business”; 

“Deemed Dividend Election” has the meaning ascribed to it under the heading “Certain United States Federal 

Income Tax Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted 

Voting Shares – Conversion of CSAC into a U.S. Domestic Corporation – Effects of Code Section 367(b) upon the 

Conversion”; 

“Definitive Agreements” means the definitive purchase agreements between CSAC and the Target Businesses 

and/or their equity holders relating to the Transaction, as they may each be amended, supplemented or otherwise 

modified from time to time, and each, a “Definitive Agreement”; 

“Diluted Basis” shall mean the aggregate Subordinate Voting Shares and Multiple Voting Shares issued and 

outstanding, including the applicable Subordinate Voting Shares issuable on exchange of the Exchangeable Shares 

and on exchange of the CSAC Warrants, excluding the Cashless Exercise, provided they are not determined to be 

“out of the money” by the Resulting Issuer Board, and the applicable Subordinate Voting Shares issuable on the 

conversion of the CSAC Rights; 

“DOJ” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and Regulatory 

Matters – United States Federal Overview”; 

“Effective Date” means the closing date of the Transaction; 

“Effective Time” means 9:01 a.m. (Toronto time) on the Effective Date, or such other time as CSAC and the Target 

Businesses agree to in writing before the Effective Date; 

“Equity Incentive Plan” means the new equity incentive plan to be approved by CSAC Shareholders at the CSAC 

Meeting and adopted by CSAC; 

“Exchangeable Share Consideration” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Ranking and Liquidation Rights”; 

“Exchangeable Share Provisions” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Grant of Exchange Rights”; 

“Exchangeable Shareholder Put Event” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Grant of Exchange Rights”; 

“Exchangeable Shareholders’ Put Right” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Grant of Exchange Rights”; 

“Exchange Rights Agreements” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Exchangeable Share Procedures”; 

“Exchangeable Shares” means the non-voting exchangeable common stock of CSAC AcquisitionCo which, 

pursuant to the applicable Exchange Rights Agreements, are exchangeable on a one-for-one basis into Subordinate 

Voting Shares; 

“Exchangeable Shareholders” means the holders of the Exchangeable Shares; 
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“Exchanged Shares” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Grant of Exchange Rights”; 

“Extraordinary Dividends” means any dividend paid by CSAC, together with all other dividends payable by 

CSAC in the same calendar year, that has an aggregate absolute dollar value which is greater than C$0.25 per share, 

with the adjustment to the applicable price, if applicable, being a reduction equal to the amount of the excess; 

“FATCA” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations – Tax Consequences to Non-U.S. Holders – Foreign Account Tax Compliance Act”; 

“FDA” has the meaning ascribed to it under the heading “Risk Factors – Risks Related to Legality of Cannabis –

Regulatory scrutiny of CSAC’s industry may negatively impact its ability to raise additional capital”; 

“FDCA” has the meaning ascribed to it under the heading “Risk Factors – Risks Related to Legality of Cannabis –  

Regulatory action and approvals from the U.S. Food and Drug Administration”; 

“FinCEN” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and Regulatory 

Matters – United States Federal Overview”; 

“FinCEN Memorandum” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal 

and Regulatory Matters – United States Federal Overview”; 

“Forfeiture and Transfer Restrictions Agreement and Undertaking” means the forfeiture and transfer 

restrictions agreement and undertaking dated December 14, 2017, entered into by each of the CSAC Founders in 

favour of CSAC and Canaccord Genuity Corp., as amended; 

“forward-looking information” has the meaning ascribed to it under the heading “Management’s Discussion and 

Analysis of The Target Businesses – Caution Regarding Forward-Looking Statements”; 

“forward-looking statements” has the meaning ascribed to it under the heading “Caution Regarding Forward-

Looking Statements”;  

“GP Lender” has the meaning ascribed to it under the heading “Corporate Structure – CSAC – Target Promissory 

Notes”; 

“Guidelines” has the meaning ascribed to it under the heading “Corporate Governance – Statement of Corporate 

Governance Practices”; 

“Holder” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 

Considerations”; 

“IFRS” means the International Financial Reporting Standards, as issued by the International Accounting Standards 

Board; 

“Insolvency Event” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Redemption Rights”; 

“Inventory Payment” has the meaning ascribed to it under the heading “Corporate Structure – Sira Agreement”; 

“IRS” means the U.S. Internal Revenue Service; 

“ISOs” has the meaning ascribed to it under the heading “Equity Incentive Plan Description – Summary of Equity 

Incentive Plan”; 

“Joyce/Leahy Amendment” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal 

and Regulatory Matters – United States Federal Overview”; 
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“Later Redemption Date” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Redemption Call Right”; 

“Liquidation Amount” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Ranking and Liquidation Rights”; 

“Liquidation Call Purchase Price” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Liquidation Call Right”; 

“Liquidation Call Right” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Liquidation Call Right”; 

“Liquidation Date” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Ranking and Liquidation Rights”; 

“Liquidation Event” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Automatic Exchange Right on Liquidation of CSAC”; 

“Liquidation Event Effective Date” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Automatic Exchange Right on Liquidation of CSAC”; 

“LivFree” means LivFree Wellness, LLC, a limited liability company governed under the laws of the State of 

Nevada; 

“LivFree Agreement” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements”; 

“LivFree Consents” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements 

– LivFree Agreement”; 

“LivFree NewCo” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements – 

LivFree Agreement”; 

“LivFree Promissory Note” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – LivFree Agreement”; 

“LivFree Reorganization” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – LivFree Agreement”; 

“MA” means the State of Massachusetts; 

“MA CCC” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and Regulatory 

Matters – Massachusetts State Level Overview – Regulatory Agencies”; 

“MA DPH” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and Regulatory 

Matters – Massachusetts State Level Overview – Regulatory Agencies”; 

“Management Services Agreement” has the meaning ascribed to it under the heading “Corporate Structure – 

Management Services Agreements”; 

“Marijuana Establishments” has the meaning ascribed to it under the heading “Cannabis Market Overview – 

Legal and Regulatory Matters – Massachusetts State Level Overview – Licensing Requirements”; 

“Mark-to-Market” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares – 

Conversion of CSAC into a U.S. Domestic Corporation – Passive Foreign Investment Company Considerations in 

Connection with the Conversion”; 
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“Medical Act” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and 

Regulatory Matters – Massachusetts State Level Overview”; 

“Mercer” means Mercer Park CB, L.P., a limited partnership formed under the laws of the State of Delaware, and 

CSAC’s sponsor; 

“MJ Freeway” means MJ Freeway Business Solutions; 

“Multiple Voting Shares” has the meaning ascribed to it on the cover page hereto; 

“NEO” means a Named Executive Officer, as  such  term  is  defined  in  Form  51-102F6  – Statement of Executive 

Compensation under NI 51-102; 

“NEO Exchange” means the NEO Exchange Inc.; 

“NEO Exchange Policies” means the rules and policies of the NEO Exchange in effect from time to time; 

“Nevada Adult-Use Regulation” has the meaning ascribed to it under the heading “Cannabis Market Overview – 

Legal and Regulatory Matters – Nevada State Level Overview”; 

“Nevada Taxation Department” has the meaning ascribed to it under the heading “Cannabis Market Overview – 

Legal and Regulatory Matters – Nevada State Level Overview”; 

“NI 51-102” means National Instrument 51-102 – Continuous Disclosure Obligations; 

“NI 52-109” means National Instrument 52-109 – Certification of Disclosure in Issuer’s Annual and Interim 

Filings; 

“NI 52-110” means National Instrument 52-110 – Audit Committees; 

“NI 58-101” means National Instrument 58-101 – Disclosure of Corporate Governance Practices; 

“NI 62-104” means National Instrument 62-104 – Take-Over Bids and Special Transactions; 

“NP 58-201” means National Policy 58-201 – Corporate Governance Guidelines; 

“NQSO” has the meaning ascribed to it under the heading “Equity Incentive Plan Description – Purpose”; 

“Nominating Shareholder” has the meaning ascribed to it under the heading “Description of Securities – Advance 

Notice Requirements for Director Nominations”; 

“Non-Electing Shareholder” has the meaning ascribed to it under the heading “Certain United States Federal 

Income Tax Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted 

Voting Shares – Conversion of CSAC into a U.S. Domestic Corporation – Passive Foreign Investment Company 

Considerations in Connection with the Conversion”; 

“Non-Resident Holder” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 

Considerations – Non-Residents of Canada”; 

“Non-U.S. Holder” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations”; 

“Notice Date” has the meaning ascribed to it under the heading “Description of Securities — Advance Notice 

Requirements for Director Nominations”; 

“NV” means the State of Nevada; 

“OBCA” means the Business Corporations Act (Ontario), as it may be amended from time to time; 
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“Operations Agreement” has the meaning ascribed to it under the heading “Corporate Structure – Operations 

Agreement”; 

“Options” has the meaning ascribed to it under the heading “Equity Incentive Plan Description – Purpose”; 

“OSC” means the Ontario Securities Commission; 

“Owning and Controlling” has the meaning ascribed to it under the heading “Description of Securities – 

Compliance Provisions”; 

“Participants” has the meaning ascribed to it under the heading “Equity Incentive Plan Description – Eligibility”; 

“PFIC” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares – 

Conversion of CSAC into a U.S. Domestic Corporation – Passive Foreign Investment Company Considerations in 

Connection with the Conversion”; 

“Programs and Policies” has the meaning ascribed to it under the heading “Notice to Readers”; 

“QEF” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax Considerations 

– Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares – Conversion of 

CSAC into a U.S. Domestic Corporation – Passive Foreign Investment Company Considerations in Connection with 

the Conversion”; 

“QEF Election” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares – 

Conversion of CSAC into a U.S. Domestic Corporation – Passive Foreign Investment Company Considerations in 

Connection with the Conversion”; 

“Qualified Institutional Buyer” has the meaning ascribed to it in the Securities and Exchange Commission’s Rule 

501 of Regulation D; 

“RDSP” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax Considerations – 

Eligibility for Investment”; 

“Recapitalization” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares – 

Conversion of CSAC Class A Restricted Voting Shares to Subordinate Voting Shares”; 

“Redemption Call Purchase Price” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Redemption Call Right”; 

“Redemption Call Right” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Redemption Call Right”; 

“Redemption Deadline” means 5:00 p.m. (Toronto time) on the fifth business day before the meeting of CSAC 

Shareholders to consider, among other things, the Transaction, or 5:00 p.m. (Toronto time) on the fifth business day 

before any adjournment(s) or postponement(s) thereof; 

“Redemption Event” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Redemption Rights”; 

“Redemption Notice” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Redemption Rights”; 

“Redemption Price” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Redemption Rights”; 
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“Related Person” has the meaning ascribed to it in the NEO Exchange Policies; 

“RESP” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax Considerations – 

Eligibility for Investment”; 

“Reno Cultivation Expansion” has the meaning ascribed to it under the heading “Narrative Description of the 

Business of CSAC – Business Objectives - Organic Growth and Existing Operations”; 

“Resulting Issuer Board” means the board of directors of CSAC immediately following the closing of the 

Transaction; 

“Resulting Issuer Pro Forma Financial Statements” means the unaudited pro forma financial statements of 

CSAC, after giving effect to the Transaction, as of and for the nine months and the year ended September 30, 2018, 

together with the notes thereto, and attached to this prospectus as Appendix T; 

“Resulting Issuer Shareholders” means the registered or beneficial holders of the Subordinate Voting Shares 

and/or the Multiple Voting Shares, as the context requires; 

“Retraction Call Notice” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Retraction Call Right”; 

“Retraction Call Right” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Retraction Call Right”; 

“Retraction Date” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Exchange of Exchangeable Shares for Subordinate Voting Shares”; 

“Retraction Price” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Exchange of Exchangeable Shares for Subordinate Voting Shares”; 

“Retraction Request” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable 

Shares and Exchange Rights Agreements – Exchange of Exchangeable Shares for Subordinate Voting Shares”; 

“Retracted Shares” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares 

and Exchange Rights Agreements – Exchange of Exchangeable Shares for Subordinate Voting Shares”; 

“Rights Agent” means Odyssey Trust Company, in its capacity as rights agent in respect of the Rights Agreement; 

“Rights Agreement” means the rights agreement between CSAC and Odyssey Trust Company, as rights agent, 

dated December 21, 2017, as it may be amended from time to time; 

“RMDs” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and Regulatory 

Matters – Massachusetts State Level Overview – Licensing Requirements”; 

“Rohrabacher-Blumenauer Amendment” has the meaning ascribed to it under the heading “Cannabis Market 

Overview – Legal and Regulatory Matters – United States Federal Overview”; 

“Rohrabacher-Leahy Amendment” has the meaning ascribed to it under the heading “Cannabis Market Overview 

– Legal and Regulatory Matters – United States Federal Overview”; 

“RRIF” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax Considerations – 

Eligibility for Investment”; 

“RRSP” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax Considerations – 

Eligibility for Investment”; 

“RSUs” has the meaning ascribed to it under the heading “Equity Incentive Plan Description – Purpose”; 
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“SBS” has the meaning described to it under the heading “Directors and Executive Officers – Other Members of 

Our Board of Directors”; 

“Securities” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 

Considerations”; 

“Section 367(b) Notice” has the meaning ascribed to it under the heading “Certain United States Federal Income 

Tax Considerations – Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting 

Shares – Conversion of CSAC into a U.S. Domestic Corporation – Required Notices Under Code Section 367(b)”; 

“Service Company” has the meaning ascribed to it under the heading “Corporate Structure – Management Services 

Agreements”; 

“Sessions Memorandum” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal 

and Regulatory Matters – United States Federal Overview”; 

“Shareholder Redemption Notice” has the meaning ascribed to it under the heading “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Redemption Rights”; 

“signatories” has the meaning ascribed to it under the heading “Contractual Right of Action”; 

“Sira” means Sira Naturals, Inc., a corporation governed under the laws of the State of Massachusetts; 

“Sira Agreement” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements”; 

“Sira New Grow Facility” means Sira’s planned cannabis cultivation facility to be constructed and developed in 

Milford, MA with at least 80,000 square feet of cultivation space; 

“Sira Promissory Note” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – Sira Agreement”; 

“SPAC” has the meaning ascribed to it under the heading “Notice to Readers”; 

“Staff Notice 51-352” has the meaning ascribed to it on the cover page hereto; 

“State” means a state of the United States, as the context requires; 

“Subordinate Voting Shares” has the meaning ascribed to it on the cover page hereto; 

“Substances Act” has the meaning ascribed to it under the heading “Cannabis Market Overview”; 

“Support Agreement” means the support agreement to be entered into among CSAC, CSAC AcquisitionCo and the 

Exchangeable Shareholders in connection with the Transaction; 

“Target Businesses” means, collectively, LivFree, Washoe, Canopy, Sira and Cannapunch, and each, a “Target 

Business”; 

“Target Businesses’ Audited Financial Statements” means the audited consolidated financial statements of (i) 

Washoe and Sira as of and for the years ended December 31, 2017, 2016 and 2015, and, together with the notes 

thereto and the auditors’ report thereon, (ii) Canopy as of and for the year ended December 31, 2017 and for the 

period from April 1, 2016 (inception date) to December 31, 2016, (iii) LivFree as of and for the nine months ended 

September 30, 2018 and the year ended December 31, 2017, and (iv) Cannapunch as of and for the period from 

March 30, 2017 (inception date) to December 31, 2017, and attached to this prospectus as Appendix C, Appendix D,  

Appendix G, Appendix J, Appendix M and Appendix P, respectively; 

“Target Businesses’ Interim Financial Statements” means the unaudited condensed consolidated interim financial 

statements of the Target Businesses as of and for the three and nine months ended September 30, 2018 and 2017, 
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together with the notes thereto, and attached to this prospectus as Appendix E, Appendix H, Appendix K, Appendix 

N, Appendix Q, respectively; 

“Target Promissory Notes” means, collectively, the Sira Promissory Note, Canopy Promissory Note, Washoe 

Promissory Note, LivFree Promissory Note and Cannapunch Promissory Note, and each, a “Target Promissory 

Note”; 

“Tax Act” means the Income Tax Act (Canada), as amended from time to time, including the regulations thereunder; 

“Tax Proposals” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 

Considerations”; 

“taxable capital gain” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax 

Considerations – Taxation of Capital Gains and Capital Losses”; 

“TFSA” has the meaning ascribed to it under the heading “Certain Canadian Federal Income Tax Considerations – 

Eligibility for Investment”; 

“THC” has the meaning ascribed to it under the heading “Cannabis Market Overview – Use of Cannabis”; 

“TMX MOU” has the meaning ascribed to it under the heading “Risk Factors – Risks Related to Legality of 

Cannabis – CSAC’s operations in the U.S. cannabis market may become the subject of heightened scrutiny”; 

“Transaction” has the meaning ascribed to it on the cover page hereto; 

“Transfer Restrictions Agreement and Undertaking” has the meaning ascribed to it under the heading “Securities 

Subject to Contractual Restriction on Transfer – CSAC Founders’ Shares”; 

“Treasury Regulations” has the meaning ascribed to it under the heading “Certain United States Federal Income 

Tax Considerations”; 

“United States” or “U.S.” means the United States of America, its territories and possessions, any State of the 

United States and the District of Columbia; 

“Unsuitable Person” has the meaning ascribed to it under the heading “Description of Securities – Compliance 

Provisions”; 

“U.S. Holder” has the meaning ascribed to it under the heading “Certain United States Federal Income Tax 

Considerations” or under the heading “Corporate Structure – Exchangeable Shares and Exchange Rights 

Agreements – Ranking and Liquidation Rights”, as the context applies; 

“U.S. Resident” has the meaning ascribed to it under the heading “Corporate Structure – Exchangeable Shares and 

Exchange Rights Agreements – Ranking and Liquidation Rights”; 

“USAM” has the meaning ascribed to it under the heading “Cannabis Market Overview – Legal and Regulatory 

Matters – United States Federal Overview”; 

“Warrant Agent” means Odyssey Trust Company, in its capacity as warrant agent in respect of the Warrant 

Agreement; 

“Warrant Agreement” means the warrant agency agreement between CSAC and Odyssey Trust Company, as 

warrant agent, dated December 21, 2017, as it may be amended from time to time; 

“Washoe” means Washoe Wellness, LLC, a limited liability company governed under the laws of the State of 

Nevada;  

“Washoe Agreement” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements”; 
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“Washoe Consents” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements 

– Washoe Agreement”; 

“Washoe Lender” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements – 

Washoe Agreement”; 

“Washoe NewCo” has the meaning ascribed to it under the heading “Corporate Structure – Definitive Agreements – 

Washoe Agreement”; 

“Washoe Promissory Note” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – Washoe Agreement”; and 

“Washoe Reorganization” has the meaning ascribed to it under the heading “Corporate Structure – Definitive 

Agreements – Washoe Agreement”. 
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PROSPECTUS SUMMARY 

The following is a summary of this prospectus and should be read together with the more detailed information and 

financial data and statements contained elsewhere in this prospectus. 

Unless otherwise specified, all dollar amounts are expressed in United States dollars and all references to “$” or 

“US$” are to United States dollars. References to “C$” are to Canadian dollars.  

CSAC 

CSAC is a special purpose acquisition corporation that was incorporated under the laws of the Province of Ontario 

for the purpose of effecting an acquisition of one or more businesses or assets, by way of a merger, share exchange, 

asset acquisition, share purchase, reorganization, or any other similar business combination involving CSAC, which 

is referred to throughout this prospectus as CSAC’s “qualifying transaction”. 

CSAC’s sponsor, Mercer, is a limited partnership of which Mercer Park CB GP, LLC is the general partner, and 

which is indirectly controlled by Jonathan Sandelman. Mercer is a privately-held family office based in New York, 

New York, the executive leadership and entrepreneurial expertise, investment and deal experience and network of 

which have been a critical component of CSAC’s identification and consummation process in respect of the 

Transaction. 

On October 17, 2018, CSAC announced that it had entered into the Definitive Agreements to acquire the Target 

Businesses. These acquisitions are intended to collectively constitute CSAC’s “qualifying transaction”. Subject to 

obtaining certain approvals and the satisfaction of certain conditions stipulated therein, it is anticipated that these 

acquisitions will be completed in early 2019. 

 

In connection with the Transaction, CSAC intends to change its name to “CSAC Cannabis Strategies Acquisition 

Corp.” as part of its intended continuance from the laws of Ontario to the laws of British Columbia under the 

BCBCA, and has amended its financial year-end from September 30 to December 31. The post-closing head office 

of CSAC will be located at 590 Madison Avenue, 26th Floor, New York, New York, 10022. 

 

See “Corporate Structure – Cannabis Strategies Acquisition Corp.”.  

 

Definitive Agreements 

On October 17, 2018, CSAC and its wholly-owned subsidiary, CSAC AcquisitionCo, entered into the following 

Definitive Agreements to acquire the Target Businesses: 

 Equity Exchange Agreement dated as of October 17, 2018, among Green Partners Investor LLC and Green 

Partners Sponsor I, LLC as the shareholders of Sira, Louis Karger as sellers’ representative, Sira, CSAC 

AcquisitionCo and CSAC; 

 Equity Purchase Agreement dated as of October 17, 2018, among Canopy, Lemon Aide, LLC, Kynd-

Strainz, LLC, CSAC AcquisitionCo and CSAC; 

 Equity Purchase Agreement dated as of October 17, 2018, among the members of Washoe, Mark Pitchford 

as sellers’ representative, Washoe, CSAC AcquisitionCo and CSAC; 

 Equity Purchase Agreement, dated as of October 17, 2018, among the members of LivFree, Steve Menzies 

as sellers’ representative, LivFree, CSAC AcquisitionCo and CSAC; and 

 Equity Purchase Agreement dated as of October 17, 2018, among Mark Smith and Daniel Griffin as the 

members of Cannapunch, Cannapunch, Mark Smith as sellers’ representative, CSAC AcquisitionCo and 

CSAC.  

The description of the Definitive Agreements, both below and elsewhere in this prospectus (see “Corporate 
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Structure – Definitive Agreements”), is a summary only, is not exhaustive and is qualified in its entirety by reference 

to the terms of the Definitive Agreements, which may be found on CSAC’s profile on SEDAR at www.sedar.com.  

Cannabis Market Overview 

The legalization and regulation of marijuana for medical and adult use is being implemented at the State level in the 

United States. State laws regulating cannabis are in direct conflict with the federal Substances Act, which 

makes cannabis use and possession federally illegal. Although certain States and territories of the U.S. 

authorize medical or adult-use cannabis production and distribution by licensed or registered entities, under 

U.S. federal law, the possession, use, cultivation, and transfer of cannabis and any related drug paraphernalia 

is illegal and any such acts are criminal acts under federal law under any and all circumstances under the 

Substances Act. Although the Target Businesses’ activities are compliant with applicable United States State 

and local law, strict compliance with State and local laws with respect to cannabis may neither absolve CSAC 

of liability under United States federal law, nor may it provide a defense to any federal proceeding which may 

be brought against CSAC. The risk of federal enforcement and other risks associated with CSAC’s business are 

described under “Risk Factors”. 

As of September 30, 2018, the date of the Target Business Interim Financial Statements, 100% of each of the Target 

Businesses’ businesses was directly derived from U.S. cannabis-related activities, based on the existing operations 

of each of the Target Businesses. As such, each of the Target Businesses’ balance sheet and operating statement 

exposure to U.S. cannabis related activities is 100%. 

See “Cannabis Market Overview” for further details on the legal and regulatory environment of the cannabis market. 

 

The Business of the Target Businesses  
 

Target 

Business 

Key Assets Description 

Washoe 1 Cultivation / 

Production Facility 

Washoe is a vertically-integrated cultivator, producer and distributor of 

cannabis in northern Nevada, focused in Reno in Washoe County and 

distributing to Las Vegas. Washoe specializes in producing a full 

spectrum of premium, quality cannabis-based products, including 

cannabis flower, plant material, concentrates, edibles and topical 

products through efficient & compliant cultivation, extraction and 

manufacturing processes. Washoe’s products include premium cannabis 

flower, pre-rolls, and a full line of vape pens, disposable vape pens, 

concentrates, edibles, topicals, and tinctures, all made from quality 

cannabis oil, derived from over 30 different strains of premium THC and 

CBD cannabis. Washoe is licensed to possess, cultivate, process, and 

dispense medical and adult-use cannabis throughout Nevada via its well-

established KYND brands and through a licensing deal with the 

recognizable brand, Willies Reserve. Washoe began medical sales in the 

first quarter of 2016 and recreational sales in the third quarter of 2017. 

See “The Business of the Target Businesses – Washoe Wellness, LLC”. 

LivFree 3 Dispensaries 

4 Cultivation / 

Production Facilities 

(licensed but not 

operating) 

LivFree operates three dispensaries in the State of Nevada: one in Clark 

County, one in Henderson and one in Reno. In addition, LivFree is 

separately licensed to operate four additional facilities (two production 

facilities and two cultivation facilities). LivFree’s dispensaries opened in 

2016. There will be no impact on the status of the LivFree licenses until 

the parameters, terms and structure of this transaction is approved by the 

State of Nevada and all applicable authorities. See “The Business of the 

Target Businesses – LivFree Wellness LLC”. 

http://www.sedar.com/
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The by-laws of Henderson, NV, currently prohibit public company 

ownership of cannabis operations located in Henderson. Accordingly, 

unless such by-laws are changed, CSAC will not be able to acquire 

LivFree’s Henderson operations or any interest therein, which is 

estimated by CSAC to have comprised  approximately 40% of LivFree’s 

revenues in 2018 and approximately 20% of CSAC’s projected 

consolidated revenues in 2018 on a pro-forma basis. See “Risk Factors - 

The City of Henderson, Nevada, currently prohibits public company 

ownership of cannabis businesses”. 

Canopy 2 Dispensaries Canopy operates two dispensaries in the city of Reno, Nevada: one in 

downtown Reno, adjacent to the casino-resort corridor, and a second in 

the North Valleys. Both are under the MYNT brand, which was named 

Best Dispensary in Reno in 2018. The first dispensary, in downtown 

Reno, opened for medical sales in the first quarter of 2017, with adult-

use recreational sales following in the third quarter of 2017. Adult-use 

recreational sales for the North Valleys location began in the third 

quarter of 2018. Canopy is licensed to sell both medical and adult-use 

cannabis in Nevada. See “The Business of the Target Businesses – The 

Canopy NV, LLC”. 

Sira 3 Dispensaries 

1 Cultivation / 

Production Facility 

 

Sira is a vertically-integrated producer and seller of medical cannabis 

and related products in Massachusetts. Sira was among the earliest 

recipients of licenses to cultivate, manufacture, transport and sell 

medical marijuana in Massachusetts, and is consistently cited as a best-

in-class operator in the State.
2
 Sira has also secured licenses to cultivate, 

manufacturing and transport cannabis and cannabis products for adult-

use purposes in Massachusetts and intends to apply for licenses to 

operate adult-use cannabis retail establishments. Sira’s products include 

cannabis and cannabis products, including oil, edibles, and vaporizer 

products. See “The Business of the Target Businesses – Sira Naturals, 

Inc.”. 

Cannapunch  Multiple Brands and 

Licenses 

 

Cannapunch assists licensees with the manufacture of, and licenses its 

brands over to manufacturers of, cannabis-infused products in Nevada. 

The CSAC purchase entitles CSAC to the rights to the Cannapunch suite 

of brands in all U.S. States that have legalized cannabis use other than 

Colorado (due to its residency requirements). Cannapunch’s key brands 

include Cannapunch (beverages), Highly Edible (gummies), Dutch Girl 

(edibles), Nordic Goddess (topical salve), and Tumbleweed (oil and 

other extracts). See “The Business of the Target Businesses – 

Cannapunch of Nevada, LLC”. 

 

See “The Business of the Target Businesses” for a business overview of each of the Target Businesses.  

 

Narrative Description of the Business of CSAC – Company Overview 

CSAC, after the Transaction, will be a leading vertically-integrated cannabis company in the United States
3
 focused 

on recreational and wellness applications, with an initial anchor portfolio of high quality vertically-integrated 

                                                           

2 https://bestthingsma.com/marijuana-dispensaries/?utm; https://www.leafly.com/news/strains-products/best-medical-future-

recreational-marijuana-massachusetts#dsq-app1  
3 https://www.newcannabisventures.com/cannabis-company-revenue-ranking/. 

https://bestthingsma.com/marijuana-dispensaries/?utm
https://www.leafly.com/news/strains-products/best-medical-future-recreational-marijuana-massachusetts#dsq-app1
https://www.leafly.com/news/strains-products/best-medical-future-recreational-marijuana-massachusetts#dsq-app1
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operations in the Eastern and Western United States
4
.  The Anchor Portfolio was assembled based on anticipated 

2018 profitability and strength of the resulting platform for future growth, with a focus on positive Adjusted 

EBITDA
5
 and vertical integration in limited license States with large addressable consumer populations. 

CSAC’s combined operations will employ over 325 people across three cultivation and production facilities and 

eight dispensaries across the States of Nevada and Massachusetts. CSAC’s post-closing operations, which will be 

made up of the existing operations of each of the Target Businesses, will be led by proven operators with deep talent 

pools and expertise to contribute to CSAC’s future growth. 

CSAC’s executive team comprises proven leaders in marketing, healthcare, operations and finance, areas essential 

for the future success of CSAC. 

Chief Executive Officer, Jonathan Sandelman 

Mr. Sandelman is a 30-year veteran of banking and finance, with a history of generating shareholder value. He 

served as President of Bank of America Securities after building its capital markets businesses through the early 

2000s, building Bank of America beyond its roots as a consumer and corporate lender, and subsequently founded 

and served as Chief Executive Officer of the multi-billion dollar asset manager Sandelman Partners, LP. 

Executive Vice Chairman, Mark Smith 

Starting in 2014 with the legalization of cannabis in Colorado, Mr. Smith has proven himself a world-class cannabis 

operator. Mr. Smith built a large network of Colorado dispensaries (Tumbleweed), as well as a line of premier 

edibles and concentrates brands and leading manufacturing capabilities in the Western United States. 

Chief Operating Officer, Jennifer Drake 

Ms. Drake is a proven business leader in the contexts of both large blue chip institutions and of lean start-ups. A 

former Managing Director at Goldman Sachs with extensive M&A experience, Ms. Drake institutionalized the 

businesses of several multi-billion dollar asset management firms, including spin-offs from Brevan Howard Asset 

Management and Orix USA/Mariner Investment Group, ensuring compliance with complex regulatory frameworks 

and creating foundations for accelerated growth. 

Head of Wellness (focused exclusively on CBD, Health & Pain Indications), Dr. David Shulkin 

Dr. Shulkin is a national thought leader on veterans’ health and patient-centered care for all Americans. He is a 

Former Secretary of the Department of Veterans Affairs under President Trump and Undersecretary under President 

Obama, with a history of leadership in healthcare organizations including the University of Pennsylvania Health 

System, Temple University Hospital, Beth Israel Medical Center, and the Morristown Medical Center. 

See “Narrative Description of the Business of CSAC - Company Overview”. 

Narrative Description of the Business of CSAC – Business Objectives 

CSAC plans to grow its combined post-closing operations by continuing to apply its established approach to the 

acquisition of individual cannabis-related operations with attractive economic profiles on a standalone basis or as 

integrated with the existing CSAC businesses. CSAC plans to augment these efforts with its branding and wellness 

activities, building recognizable consumer-facing brands and bringing to bear its significant product development 

expertise on a foundation of robust research. 

Acquisitions 

                                                           

4 Subject to receipt of all necessary State and local regulatory approvals in Nevada and Massachusetts. 
5 See “Narrative Description of the Business - Definition and Reconciliation of Non-IFRS Measures”. 
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CSAC anticipates growing its Anchor Portfolio through acquisitions following the closing of the Transaction. 

Through the process of creating the Anchor Portfolio, CSAC has established a proven process for identifying, 

diligencing and consummating transactions with attractive, high quality operators, as well as a pipeline of potential 

future targets. 

CSAC intends to seek opportunities to broaden its existing footprint to nearby regions with potential for branding 

and other synergies, while maintaining a focus on vertical integration in limited license, high addressable consumer 

States where recreational cannabis use is currently approved or expected to be approved in the near future. Such 

acquisitions may be directly “plant-touching” or may be in related businesses whose inclusion within the CSAC 

portfolio would be accretive to future growth prospects. 

Organic Growth and Existing Operations
6
 

CSAC expects to have vertically-integrated cultivation, extraction, manufacturing, and distribution capabilities, as 

well as a portfolio of brands under which it will market its products. CSAC plans to offer a diverse product offering 

of cannabis and cannabis-infused products, including beverages, edibles, vaporizer cartridges, tinctures, concentrates 

and others, in additional to wholesale offerings of cannabis, cannabis-infused oils and finished products, which will 

all be subject to strict quality and safety standards. 

Branding 

CSAC’s branding strategy is expected to focus on: (i) using the Anchor Portfolio’s brands and products to greatly 

improve the customer experience in respect of the U.S. cannabis industry; and (ii) developing new brands to address 

unmet consumer needs. Product development is another core part of CSAC’s strategy. Building on the existing, 

highly competitive Anchor Portfolio, CSAC intends to use its scale and expertise from adjacent industries, such as 

the alcohol and consumer packaged goods industries, to develop and market new products. Marketing research, 

leading digital marketing technology and the utilization of cross-industry best practices for efficient evaluation and 

market testing are expected to be key components of building industry-leading product development capabilities. 

Wellness 

Following the Transaction, CSAC intends to begin its wellness initiative, the goal of which is to expand the pool of 

scientific study focused on cannabis, with an aim to provide robust support for potential indications of CBD and 

other cannabinoids as beneficial across a variety of potential indications, from chronic pain and sleep disorders to 

post traumatic stress disorder and opioid replacement. There can be no assurance that any such scientific support 

will be developed under CSAC’s wellness initiative. 

See “Narrative Description of the Business of CSAC – Business Objectives” for a more comprehensive description 

of CSAC’s plans to grow its combined post-closing operations.  

Narrative Description of the Business of CSAC – Capital Investment Strategy 

Significant Events and Milestones 

The principal milestones that are planned to occur during the 12-month period following the Transaction for the 

successful completion of the business objectives described above include: (i) the commencement of recreational 

cannabis sales in Massachusetts; and (ii) the completion (on schedule and within budget) of the proposed facility 

expansion plans described above. 

                                                           

6 These statements constitute forward-looking information related to possible events, conditions or financial performance based on future 

economic conditions and courses of action. These statements involve known and unknown risks, assumptions, uncertainties and other factors that 

may cause actual results or events to differ materially. CSAC believes there is a reasonable basis for the expectations reflected in the forward-

looking statements, however these expectations may not prove to be correct. See “Narrative Description of the Target Businesses – Outlook” and 
“Risk Factors”. 
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Investments Required
3
 

CSAC intends to make a variety of investments in 2019 in order to support the targeted organic growth of the 

Anchor Portfolio. Identified investments for 2019 include the following:
 3

 

 $4 million to $6 million in estimated costs expected to be incurred through the first six months of 2019 to 

construct the MA Phase II Facility; 

 $18 million to $20 million in estimated costs expected to be incurred throughout 2019 to construct the MA 

Phase III Facility;  

 $4 million to $5 million in estimated costs expected to be incurred in the first six months of 2019 to construct 

the Reno Cultivation Expansion; 

 $1 million in estimated costs expected to be incurred in the first six months of 2019 to outfit existing Anchor 

Portfolio facilities in Las Vegas to align extraction, production, and manufacturing capacity capabilities; and 

 $1 million expected to be incurred in the first quarter of 2019 in expansion-oriented equipment purchases to 

support CSAC’s manufacturing and production operations.  

 

See “Narrative Description of the Business of CSAC – Capital Investment Strategy” for more information on 

CSAC’s capital investment strategy.  

Risk Factors 

 

The acquisition of any of the securities of CSAC is speculative, involving a high degree of risk. An investment in 

the securities of CSAC should not constitute a major portion of an individual’s investment portfolio and should only 

be made by persons who can afford a total loss of their investment. CSAC’s shareholders should evaluate carefully 

the risks identified in this prospectus under the heading “Risk Factors” associated with CSAC’s securities, along 

with the risk factors described elsewhere in this prospectus. 

Summary of Certain Canadian Federal Income Tax Considerations 

 

For a summary of certain Canadian federal income tax considerations applicable to a beneficial owner of the 

Securities following the Transaction, see “Certain Canadian Federal Income Tax Considerations”. 

Holders are urged to consult their own income tax advisors with respect to the tax consequences applicable to the 

acquisition, holding and disposition of Securities based on their own particular circumstances. 

Summary of Certain United States Federal Income Tax Considerations 

For a summary of certain United States federal income tax considerations of the Transaction applicable to a U.S. 

Holders, please see “Certain United States Federal Income Tax Considerations”. 

U.S. Holders are urged to consult their own income tax advisors with respect to the tax consequences applicable to 

the acquisition, holding and disposition of Securities based on their own particular circumstances. 

Summary of Financial Information  

Pro Forma Consolidated Capitalization 

Completion of the Transaction requires, among other things, approval of the CSAC Shareholders. In addition, as the 

Transaction constitutes CSAC’s qualifying transaction, holders of CSAC Class A Restricted Voting Shares can elect 

to redeem all or a portion of their CSAC Class A Restricted Voting Shares, whether they vote for or against, or do 

not vote on the qualifying transaction, provided that they deposit (and do not validly withdraw) their shares for 

redemption prior to the Redemption Deadline. A description of the redemption rights will be included in the 

management information circular to be mailed to CSAC Shareholders in connection with the CSAC Meeting. A 

redeeming CSAC shareholder is entitled (conditional on closing) to receive an amount per Class A Restricted 

Voting Share, payable in cash, equal to the pro-rata portion (per CSAC Class A Restricted Voting Share) of: (A) the 

escrowed funds available in the CSAC’s escrow account at the time of the CSAC Meeting, including interest and 
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other amounts earned thereon; less (B) an amount equal to the total of (i) applicable taxes payable by CSAC on such 

interest and other amounts earned in the escrow account, and (ii) actual and expected direct expenses related to the 

redemption, each as reasonably determined by CSAC. For greater certainty, such amount will not be reduced by the 

amount of any tax of CSAC under Part VI.1 of the Tax Act or the deferred underwriting commissions per CSAC 

Class A Restricted Voting Share held in escrow. This redemption amount is anticipated to be C$10.03 per CSAC 

Class A Restricted Voting Share, assuming a February 28, 2018 redemption date. 

The following table sets forth the consolidated capitalization of the Target Businesses as of September 30, 2018 

adjusted to give effect to the Transaction assuming different levels of redemptions. Since September 30, 2018, other 

than in the normal course of business, there has been no material change in the equity and debt capital of the Target 

Businesses, on a consolidated basis.  

This table should be read in conjunction with the CSAC Audited Annual Financial Statements, the Target 

Businesses’ Audited Financial Statements, the Target Businesses’ Interim Financial Statements and the Resulting 

Issuer Pro Forma Financial Statements attached to this prospectus as Appendix A, Appendix C, Appendix D, 

Appendix E, Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, Appendix N, Appendix P, 

Appendix Q and Appendix T, respectively. 

 

Notes: 
(1) Excludes the Subordinate Voting Shares issuable upon (i) exercise of the CSAC Warrants, which are exercisable commencing 65 days 

after the completion of the Transaction, and (ii) the conversion of the CSAC Rights, which are convertible upon the completion of the 

Transaction. See “Corporate Structure – Warrant Agreement” and “Corporate Structure – Rights Agreement”. 
(2) Assumes the closing price of C$14.78 for the CSAC Class A Restricted Voting Shares on December 11, 2019. 

 

Summary Pro Forma Consolidated Financial Information 

The following unaudited pro forma consolidated statement of financial position of CSAC as at September 30, 2018 

has been prepared by CSAC to give effect to the Transaction as if it had occurred on September 30, 2018.  The 

following unaudited pro forma consolidated statement of operations of CSAC for the year ended September 30, 

2018 has been prepared by CSAC to give effect to the Transaction as it had occurred on October 1, 2017. 

This summary pro forma financial information should be read in conjunction with the CSAC Audited Annual 

Financial Statements, the Target Businesses’ Audited Financial Statements, the Target Businesses’ Interim Financial 

Statements and the Resulting Issuer Pro Forma Financial Statements attached to this prospectus as Appendix A, 

Appendix C, Appendix D, Appendix E, Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, 

Appendix N, Appendix P, Appendix Q and Appendix T, respectively. 

The pro forma financial information has been prepared for illustrative purposes only and may not be indicative of 

the operating results or financial condition that would have been achieved if the Transaction had been completed on 

the date or for the periods noted above, nor does it purport to project the results of operations or financial position 

for any future period or as of any future date. In addition to the pro forma adjustments that comprise this pro forma 

financial information, various other factors will have an effect on the financial condition and results of operations of 

CSAC following the completion of the Transaction, including an adjustment as it relates to the closing of the 

Transaction which assumes no redemption of CSAC Class A Restricted Voting Shares (the actual redemption level 

is uncertain, but see Note 8(g) of the Resulting Issuer Pro Forma Financials for the illustrative effect of 0% and 50% 

redemption levels). See “Notes to Pro Forma Condensed Consolidated Combined Financial Information” included 

  As of September 30, 2018, as adjusted $ (in millions 

for stated values)  after giving effect to the 

Transaction, and assuming no redemptions of 

CSAC Class A Restricted Voting Shares  

As of September 30, 2018, as adjusted $ (in millions 

for stated values) after giving effect to the 

Transaction, and assuming 50% redemptions of 

CSAC Class A Restricted Voting Shares 

Cash and cash 

equivalent 

 
38.3 

 
38.3 

Debt  61.9  61.9 

Shareholders’ 

equity(1) 

 
366.3 

 
334.4 

Total 

Capitalization 

 
390.0 

 
358.0 

     

Debt, net of cash  23.6  23.6 
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in Appendix T for a discussion of pro forma adjustments.  See also “Caution Regarding Forward-Looking 

Statements”.
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Cannabis Strategies Acquisition Corp. 

Unaudited Pro Forma Consolidated Statement of Financial Position 

As at September 30, 2018  
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Cannabis Strategies Acquisition Corp.  

Unaudited Pro Forma Consolidated Statements of Operations 

For the Year Ended September 30, 2018 
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NOTICE TO READERS 

This prospectus is being filed by CSAC, which is a special purpose acquisition corporation (“SPAC”) incorporated 

under the laws of the Province of Ontario. CSAC was organized for the purpose of effecting an acquisition of one or 

more businesses or assets by way of a merger, share exchange, asset acquisition, share purchase, reorganization or 

other similar business combination involving CSAC that will qualify as its “qualifying transaction”.  

On October 17, 2018, CSAC announced that it had entered into the Definitive Agreements with the Target 

Businesses pursuant to which, among other things, CSAC shall acquire, directly or indirectly, all of the equity or all 

of the assets, as applicable, of the Target Businesses. Existing shareholders of CSAC (who, in the case of holders of 

CSAC Class A Restricted Voting Shares (as defined below), do not choose to redeem their shares) will continue to 

hold an interest in CSAC after giving effect to the Transaction. In connection with the Transaction, CSAC intends to  

change its name to “CSAC Cannabis Strategies Acquisition Corp.” as part of its intended continuance into British 

Columbia, and has amended its financial year-end from September 30 to December 31.  

CSAC will indirectly own 100% of the Target Businesses (except for certain retained licenses, associated inventory 

and other related assets, the transfer of which is subject to consent from regulatory authorities), subject to the terms 

of the Definitive Agreements. See “Description of the Business of CSAC” and “Corporate Structure – Definitive 

Agreements”. In particular, the acquisitions of the Target Businesses in Nevada are currently proposed to be 

completed in two phases.  

On the Effective Date, immediately in advance of the Closing, it is proposed that the non-regulated assets (i.e. its 

assets other than its cannabis inventory and the licenses permitting cannabis cultivation, manufacturing, distribution 

and retail sales) would be transferred by the Target Businesses to a new respective limited liability company owned 

by the respective vendors of the Target Businesses.  Upon Closing, the equity interests of these new limited liability 

companies will be exchanged by the respective vendors for Exchangeable Shares. The cannabis inventory and such 

licenses will remain in a vendor-controlled entity. CSAC and its affiliates will be entering into certain agreements, 

including a license agreement and a Management Services Agreement (with respect to operations in those cities and 

counties that do not require cannabis support licenses) or an Operations Agreement (with respect to operations in 

those cities and counties that do require cannabis support licenses), as applicable, with the vendor-controlled entities 

in order to retain the benefit of the retained assets, pending the necessary regulatory consents and approvals 

necessary to consummate the conveyance of the Target Businesses and/or such retained assets. If a Management 

Services Agreement is utilized, a CSAC affiliate will then apply for regulatory approval to complete the license 

transfers, following which the Targeted Businesses or the retained assets will be acquired by CSAC AcquisitionCo 

or another CSAC affiliate for nominal consideration. See “Corporate Structure – Management Services Agreement” 

and “Corporate Structure – Operations Agreement”. The subsequent phase is currently anticipated to take from 90 

to 120 days following the Effective Date to complete.  

This prospectus is being filed in accordance with the NEO Exchange Listing Manual in connection with the 

completion of CSAC’s qualifying transaction. Unless otherwise indicated, the disclosure in this prospectus 

has been prepared assuming that the Transaction has become effective. References to “CSAC” in this 

prospectus are to CSAC after giving effect to the Transaction, as the context requires.  

The information provided herein concerning CSAC following the completion of the Transaction is provided as of 

the date of this prospectus. Accordingly, the information provided herein is subject to change prior or subsequent to 

the Effective Date. See “Caution Regarding Forward-Looking Statements”. 

Unless otherwise indicated, references herein to the programs, policies, procedures, practices, guidelines, mandates 

and plans (collectively, the “Programs and Policies”) of CSAC refer, in each case, to the Programs and Policies of 

CSAC which are expected to be formally ratified and adopted by the Resulting Issuer Board subsequent to the 

Transaction. Unless otherwise indicated, the disclosure in respect of the Programs and Policies contained in this 

prospectus is presented on the assumption that the Programs and Policies have been formally ratified by the 

Resulting Issuer Board in such form and have been instituted at CSAC. Notwithstanding the foregoing, prior to the 

formal ratification and adoption of each of the Programs and Policies, it is expected that the Resulting Issuer Board 

will review and adjust such Programs and Policies to the extent necessary to ensure that the specific requirements of 

CSAC and its operations are met. Accordingly, the disclosure contained in this prospectus in respect of such 

Programs and Policies remains subject to revision prior or subsequent to the Effective Date. 
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Unless otherwise specified, all dollar amounts are expressed in United States dollars and all references to “$” or 

“US$” are to United States dollars. References to “C$” are to Canadian dollars.  

The following table sets forth, for the periods indicated, the high, low, average and period-end rates of exchange for 

one U.S. dollar, expressed in Canadian dollars, published by the Bank of Canada during the respective periods. 

Periods prior to January 1, 2017 are based on the noon rate published by the Bank of Canada. Periods from and after 

January 1, 2017 are based on the daily average exchange rate published by the Bank of Canada. 

  

Nine Months Ended  

September 30  

Year Ended  

December 31 

  2018  2017  2017  2016  2015 

Rate at end of period ......................................   C$1.2803  C$1.2505  C$1.2545  C$1.3427  C$1.3840 

Average rate during period .............................   C$1.2876  C$1.3071  C$1.2986  C$1.3248  C$1.2787 

High rate for period ........................................   C$1.3310  C$1.3743  C$1.3743  C$1.4589  C$1.3990 

Low rate for period.........................................   C$1.2288  C$1.2128  C$1.2128  C$1.2544  C$1.1728 

 

The Target Businesses report certain non-IFRS measures that are used to evaluate the performance of such 

businesses and the performance of their respective segments, as well as to manage their capital structures. As non-

IFRS measures generally do not have a standardized meaning, they may not be comparable to similar measures 

presented by other issuers. Securities regulations require such measures to be clearly defined and reconciled with 

their most directly comparable IFRS measure. See “The Business of CSAC – Definition and Reconciliation of Non-

IFRS Measures”. 

The Resulting Issuer Pro Forma Financial Statements included in Appendix T to this prospectus assume the 

completion of the Transaction. The Resulting Issuer Pro Forma Financial Statements should be read in conjunction 

with the CSAC Audited Annual Financial Statements, the Target Businesses’ Audited Financial Statements and the 

Target Businesses’ Interim Financial Statements included in Appendix A, Appendix C, Appendix D, Appendix E, 

Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, Appendix N, Appendix P and Appendix Q, 

respectively. 

CAUTION REGARDING FORWARD-LOOKING STATEMENTS 

Certain statements in this prospectus are prospective in nature and include forward-looking information and/or 

forward-looking statements within the meaning of applicable securities laws (collectively, “forward-looking 

statements”). All information, other than statements of historical facts, included in this prospectus that address 

activities, events or developments that CSAC expects or anticipates will or may occur in the future is forward-

looking information. Forward-looking statements include, but are not limited to:  

 statements concerning the completion and proposed terms of, and matters relating to, the Transaction and 

the expected timing related thereto;  

 the likelihood of the Transaction being completed;  

 the redemption amount, if any, in respect of the CSAC Class A Restricted Voting Shares;  

 the members of Resulting Issuer Board and the executive officers of CSAC following the Transaction;  

 the expected operations, financial results and condition of CSAC following the Transaction;  

 general economic trends;  

 the regulatory and legal environment relating to cannabis in the United States and Canada;  

 any potential future legalization of adult-use and/or medical marijuana under U.S. federal law;  

 expectations of market size and growth in the United States and the States in which CSAC operates;  

 cannabis cultivation, production and extraction capacity estimates and projections; 

 additional funding requirements; statements based on the Resulting Issuer Pro Forma Financial Statements; 

 CSAC’s Programs and Policies; 

 CSAC’s future objectives and strategies to achieve those objectives; 

 the listing or continued listing of Subordinate Voting Shares (excluding the Multiple Voting Shares which 

will not be listed securities), the CSAC Warrants and the CSAC Rights on the NEO Exchange; 
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 any market created for CSAC’s securities; 

 the estimated cash flow, capitalization and adequacy thereof for CSAC following the Transaction; 

 the expected benefits of the Transaction to, and resulting treatment of, holders of CSAC Class A Restricted 

Voting Shares, CSAC Class B Shares, the CSAC Warrants and the CSAC Rights; 

 the amount and frequency of any dividend which may be paid on Subordinate Voting Shares in the future; 

 the anticipated effects of the Transaction; 

 the number of Subordinate Voting Shares outstanding following the Transaction; 

 CSAC’s compensation of its directors and executive officers; 

 the likelihood of the Transaction being completed; 

 the satisfaction of the conditions to consummate the Transaction; and 

 other statements with respect to management’s beliefs, plans, estimates and intentions, and similar 

statements concerning anticipated future events, results, circumstances, performance or expectations that 

are not historical facts. 

Forward-looking statements generally can be identified by the use of forward-looking terminology such as 

“outlook”, “objective”, “may”, “would”, “could”, “will”, “intend”, “target”, “forecast”, “project”, “expect”, 

“intend”, “estimate”, “anticipate”, “believe”, “should”, “design”, “goal”, “plans” or “continue”, or similar 

expressions suggesting future outcomes or events. 

Forward-looking statements reflect CSAC management’s current beliefs, expectations and assumptions and are 

based on information currently available to management, management’s historical experience, perception of trends 

and current business conditions, expected future developments and other factors which management considers 

appropriate. With respect to the forward-looking statements included in this prospectus, CSAC and the Target 

Businesses have made certain assumptions with respect to, among other things: 

 the anticipated approval of the Transaction by the CSAC Shareholders; 

 the anticipated receipt of any required regulatory approvals and consents (including the final approval of 

the NEO Exchange); 

 the expectation that each of CSAC and the Target Businesses will comply with the terms and conditions of 

the Definitive Agreements; 

 the expectation that no event, change or other circumstance will occur that could give rise to the 

termination of the Definitive Agreements; 

 that no unforeseen changes in the legislative and operating frameworks for CSAC will occur; 

 that CSAC will meet its future objectives and priorities; 

 that CSAC will have access to adequate capital to fund its future projects and plans; 

 that CSAC’s future projects and plans will proceed as anticipated; 

 that there would be no material changes in the U.S. legal and regulatory environment relating to cannabis; 

 taxes payable; 

 customer growth, pricing, usage and churn rates; technology deployment; 

 data based on good faith estimates that are derived from management’s knowledge of the industry and 

other independent sources; and 

 assumptions concerning general economic and industry growth rates, commodity prices, currency exchange 

and interest rates and competitive intensity. 

Readers are cautioned not to place undue reliance on forward-looking statements, as there can be no assurance that 

the future circumstances, outcomes or results anticipated or implied by such forward-looking statements will occur 

or that plans, intentions or expectations upon which the forward-looking statements are based will occur. By their 

nature, forward-looking statements involve known and unknown risks and uncertainties and other factors that could 

cause actual results to differ materially from those contemplated by such statements. Factors that could cause such 

differences include, but are not limited to: 

 cannabis is a controlled substance under the Substances Act (as defined herein); 

 renewal of the Leahy Amendment would protect the medical cannabis industry; 

 prohibition on public company ownership under local law; 

 enforcement of cannabis laws could change; 
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 CSAC may be subject to restricted access to banking services in the United States and Canada; 

 differing regulatory requirements across State jurisdictions may hinder economies of scale; 

 legal, regulatory or other political change; 

 the unpredictable nature of the cannabis industry; 

 regulatory scrutiny; 

 the impact of regulatory scrutiny on the ability to raise capital; 

 United States tax classification of CSAC and cannabis-related tax risks; 

 tax risk related to cannabis businesses; 

 anti-money laundering laws and regulations; 

 any reclassification of cannabis or changes in U.S. controlled substances and regulations; 

 restrictions on the availability of favorable locations; 

 risks associated with the Multiple Voting Shares, in the event that the Multiple Voting Share proposal is 

effected, including unpredictability caused by CSAC’s capital structure and the concentration of voting 

control and the ability to influence corporate matters by Mercer as the sponsor; 

 risk of civil asset forfeiture; 

 lack of access to U.S. bankruptcy protection; 

 enforceability of contracts; changes in Canadian regulation or a failure to comply; 

 general regulatory and licensing risks; 

 Nevada regulatory regime and transfer and grant of licenses; 

 limitations on ownership of licenses; 

 regulatory action and approvals from the Food and Drug Administration; 

 conditions precedent or approvals required for the Transaction not being obtained; 

 the potential benefits of the Transaction not being realized; 

 CSAC and the Target Businesses’ abilities to delay or amend the implementation of all or part of the 

Transaction or to proceed with the Transaction even if certain consents and approvals are not obtained on a 

timely basis; 

 future factors that may arise making it inadvisable to proceed with, or advisable to delay, all or part of the 

Transaction; 

 the costs related to the Transaction that must be paid even if the Transaction is not completed; 

 risks inherent in the current state of scientific research related to the benefits of cannabis; 

 competition; 

 unfavorable publicity or consumer perception; 

 results of future clinical research; limited market data and difficulty to forecast; 

 constraints on marketing products; 

 limited operating history of CSAC and each of the Target Businesses; 

 reliance on management; 

 conflicts of interests; 

 competition from synthetic production and technological advances; 

 fraudulent or illegal activity by employees, contractors and consultants; contractual right of action; 

 developments in the cannabis industry; 

 reputational risk for CSAC and third parties; 

 advertising and promotional risk; 

 product liability; 

 product recalls; 

 risks related to product development and identifying markets for sale; 

 dependence on suppliers; reliance on inputs; 

 reliance on equipment and skilled labour; 

 service providers; 

 litigation; 

 intellectual property risks; 

 information technology systems, cyber-attacks and security breaches; 

 security and privacy breaches; 

 high bonding and insurance coverage; 
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 transportation; 

 energy costs; 

 risks inherent in an agricultural business; 

 management of growth; 

 risks of leverage; 

 future acquisitions or dispositions; 

 difficulty attracting and retaining personnel; 

 co-investment risk; 

 reliance on Management Services Agreements and Operations Agreement with subsidiaries and affiliates; 

 website accessibility; 

 costs of being a public company; 

 limited remedies; 

 difficulty in enforcing judgments and effecting service of process on directors and officers; 

 past performance not indicative of future results; 

 financial projections may prove materially inaccurate or incorrect; 

 the payment of dividends; 

 currency fluctuations; 

 market price volatility risks; 

 restrictions on and limited market for securities; 

 sales by existing shareholders; 

 global financial conditions; 

 environmental regulation; 

 unknown environmental risks; 

 tax risk related to controlled substances; and 

 the United States tax classification of CSAC. 

For a further description of these and other factors that could cause actual results to differ materially from the 

forward-looking statements included in this prospectus, see the risk factors discussed under the heading “Risk 

Factors” and as described from time to time in the reports and disclosure documents filed by CSAC and, following 

the Transaction, CSAC with the Canadian securities regulatory agencies and commissions. This list is not exhaustive 

of the factors that may impact the forward-looking statements. These and other factors should be considered 

carefully and readers should not place undue reliance on CSAC’s forward-looking statements. As a result of the 

foregoing and other factors, there can be no assurance that actual results will be consistent with these forward-

looking statements. 

All forward-looking statements included in and incorporated into this prospectus are qualified by these cautionary 

statements. Unless otherwise indicated, the forward-looking statements contained herein are made as of the date of 

this prospectus and, except as expressly required by applicable law, CSAC undertakes no obligation to publicly 

update or revise any forward-looking statement, whether as a result of new information, future events or otherwise. 

Readers are cautioned that the actual results achieved may vary from the information provided herein and that such 

variations may be material. Consequently, there are no representations by CSAC that actual results achieved will be 

the same in whole or in part as those set out in the forward-looking statements. 

MARKET AND INDUSTRY DATA 

This prospectus relies on and refers to information regarding various companies and certain market and industry 

data. CSAC and the Target Businesses have obtained this information and industry data from independent market 

research reports and/or information made publicly available by such companies. Such reports generally state that the 

information contained therein has been obtained from sources believed to be reliable, but the accuracy or 

completeness of such information is not guaranteed. Although CSAC and the Target Businesses believe the market 

research and publicly available information is reliable, CSAC and the Target Businesses have not independently 

verified and cannot guarantee the accuracy or completeness of that information and investors should use caution in 

placing reliance on such information. 
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NON-IFRS MEASURES 

The Target Businesses report certain non-IFRS measures that are used to evaluate the performance of such 

businesses and the performance of their respective segments, as well as to manage their capital structure. As non-

IFRS measures generally do not have a standardized meaning, they may not be comparable to similar measures 

presented by other issuers. Securities regulations require such measures to be clearly defined and reconciled with 

their most directly comparable IFRS measure. See “Narrative Description of the Business of CSAC – Definition and 

Reconciliation of Non-IFRS Measures”. 

CORPORATE STRUCTURE 

Cannabis Strategies Acquisition Corp. 

Name, Address and Incorporation 

CSAC was incorporated under the OBCA on July 31, 2017. Its current registered office is located at 199 Bay Street, 

Suite 5300, Commerce Court West, Toronto, Ontario, Canada, M5L1B9 and is expected to be moved to 666 Burrard 

Street, Suite 1700, Vancouver, British Columbia V6C 2X8. The head office of CSAC will be located at 590 

Madison Avenue, 26th Floor, New York, New York, 10022. On December 14, 2017, CSAC amended its articles to 

increase its authorized capital to create an unlimited number of CSAC Class A Restricted Voting Shares, in addition 

to an unlimited number of CSAC Class B Shares, each without nominal or par value.  

CSAC intends to change its name to “CSAC Cannabis Strategies Acquisition Corp.” as part of its intended 

continuance into British Columbia. 

The Transaction 

As of the date of this prospectus, CSAC is a SPAC that was incorporated under the laws of the Province of Ontario 

for the purpose of effecting an acquisition of one or more businesses or assets, by way of a merger, share exchange, 

asset acquisition, share purchase, reorganization, or any other similar business combination involving CSAC, which 

is referred to throughout this prospectus as CSAC’s “qualifying transaction”. 

CSAC’s sponsor, Mercer Park CB, L.P. (“Mercer”), is a limited partnership of which Mercer Park CB GP, LLC is 

the general partner, and which is indirectly controlled by Jonathan Sandelman. Mercer is a privately-held family 

office based in New York, New York, the executive leadership and entrepreneurial expertise, investment and deal 

experience and network of which have been a critical component of CSAC’s identification and consummation 

process in respect of the Transaction. 

On October 17, 2018, CSAC announced that it had entered into the Definitive Agreements to acquire the Target 

Businesses, which are intended to collectively constitute CSAC’s “qualifying transaction”. Subject to obtaining 

certain approvals and the satisfaction of certain conditions stipulated therein, it is anticipated that these acquisitions 

will be completed in early 2019. There is no assurance that all or any of the acquisitions of the Target 

Businesses will be completed or, if completed, will be on terms that are exactly the same as disclosed in this 

prospectus. 

Definitive Agreements 

On October 17, 2018, CSAC and its wholly-owned subsidiary, CSAC AcquisitionCo, entered into the following 

Definitive Agreements to acquire the Target Businesses: 

 Equity Exchange Agreement dated as of October 17, 2018, among Green Partners Investor LLC and Green 

Partners Sponsor I, LLC as the shareholders of Sira, Louis F. Karger as sellers’ representative, Sira, CSAC 

AcquisitionCo and CSAC, as amended (the “Sira Agreement”); 

 Equity Purchase Agreement dated as of October 17, 2018, among Canopy, Lemon Aide, LLC, Kynd-

Strainz, LLC, CSAC AcquisitionCo and CSAC, as amended (the “Canopy Agreement”); 
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 Equity Purchase Agreement dated as of October 17, 2018, among the members of Washoe, Mark E. 

Pitchford as sellers’ representative, Washoe, CSAC AcquisitionCo and CSAC, as amended (the “Washoe 

Agreement”); 

 Equity Purchase Agreement, dated as of October 17, 2018, among the members of LivFree, Steve Menzies 

as sellers’ representative, LivFree, CSAC AcquisitionCo and CSAC, as amended (the “LivFree 

Agreement”); and 

 Equity Purchase Agreement dated as of October 17, 2018, among Mark Smith and Daniel Griffin as the 

members of Cannapunch, Cannapunch, Mark Smith as sellers’ representative, CSAC AcquisitionCo and 

CSAC, as amended (the “Cannapunch Agreement”). 

The description of the Definitive Agreements, both below and elsewhere in this prospectus, is a summary only, is 

not exhaustive and is qualified in its entirety by reference to the terms of the Definitive Agreements, which may be 

found on CSAC’s profile on SEDAR at www.sedar.com.  

Representations and Warranties 

The Definitive Agreements contain customary representations and warranties made by CSAC to the Target 

Businesses and the Target Businesses to CSAC, including representations and warranties related to due organization 

and qualification, capitalization and authorization to enter into the Definitive Agreements and carry out their 

respective obligations thereunder. In addition, the Target Businesses made certain customary representations and 

warranties particular to the conduct of their respective businesses, the ownership and sufficiency of their assets, the 

accuracy of their books and records and financial statements, certain employee matters, compliance with applicable 

laws and the lack of any claims, actions or proceedings that may cause a material adverse effect. These 

representations and warranties may be subject to important qualifications, limitations and exceptions agreed to by 

the parties, including the uncertainty surrounding the legality of cannabis under U.S. federal law. Additionally, each 

Target Business agreed not to solicit or enter into any discussions regarding a similar transaction with any other 

third party. 

The representations and warranties of the Target Businesses and CSAC contained in the Definitive Agreements have 

customary survival periods, during which time indemnification for breaches may be sought against the sellers for 

any breaches or inaccuracies, subject to negotiated limitations, baskets and caps that vary between each Definitive 

Agreement. Such indemnification may be set-off against the amount of the Target Promissory Notes that form part 

of the purchase price consideration under the respective Definitive Agreement and, if applicable, against any earn-

out consideration contained in a Definitive Agreement. Each of the Definitive Agreements, except for the Sira 

Agreement, contains a post-closing adjustment mechanism for the level of working capital (including inventory) 

actually delivered at closing compared to a target amount either agreed to in the Definitive Agreement or to be 

agreed to prior to closing. The Sira Agreement contains a closing condition that working capital (excluding 

inventory) and inventory will be greater than or equal to targets set out in the Definitive Agreement.  If the amounts 

of working capital and inventory available at closing fall below the targets, CSAC may reduce the purchase price 

and proceed with closing or choose not close. The Sira Agreement also contains a covenant requiring CSAC to pay 

fair market value for any inventory in excess of the inventory target. Fair market value will be determined using a 

mechanism to be agreed upon prior to closing. One-third of the payment for excess inventory will be made at 

closing and two-thirds will be made within 90 days after closing. Upon the completion of the Transaction, CSAC 

commits to adopting a stock option plan as approved by the Resulting Issuer Board, to be used as a performance 

incentive for management of CSAC and the Target Businesses. Additional details of each Definitive Agreement 

follow.  

Sira Agreement 

Pursuant to the Sira Agreement, the shareholders of Sira agreed to contribute all of the issued and outstanding 

securities of Sira to CSAC AcquisitionCo in exchange for (i) a note in the amount of $5,000,000 (the “Sira 

Promissory Note”) to a lender of Sira that will be secured by a first-priority security interest over all of the assets of 

Sira, (ii) the issuance of an aggregate of 1,885,606 Exchangeable Shares with a deemed value of $15.91 each, some 

of which are being issued to the lenders of Sira to satisfy existing indebtedness of Sira, and (iii) a cash payment of 

https://www.sedar.com/homepage_en.htm
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$15,000,000 to pay existing indebtedness of Sira. 50% of the Exchangeable Shares issuable under the Sira 

Agreement will be subject to a six-month post-closing lock-up period and the other 50% of such Exchangeable 

Shares will be subject to a twelve-month post-closing lock-up period. Exchange of the Exchangeable Shares for 

Subordinate Voting Shares is also subject to applicable restrictions under applicable U.S. securities laws. 

Additionally, CSAC AcquisitionCo will pay by wire transfer to the sellers, such seller’s pro rata share of the fair 

market value of Sira’s inventory above a target level set at $800,000 (the “Inventory Payment”). One-third of this 

Inventory Payment will be paid by CSAC AcquisitionCo on the Effective Date and the remaining two-thirds within 

90 days following the closing.   

The Sira Agreement also contains an earn-out provision that may entitle the sellers to earn additional consideration, 

if certain Adjusted EBITDA milestones are achieved at Sira’s planned cultivation facilities in Milford, MA over its 

first full year of operation. Such facility may not be financed with third-party debt that exceeds 50% of the cost of 

construction and a first priority mortgage (which would be subordinated to any third-party construction lender) on 

such facility will provide further security for the Sira Promissory Note. CSAC may set off indemnification claims 

against any payments to be made by it under the earn-out provision and/or the Sira Promissory Note, except the total 

amount set off against earn-out payments and the Target Promissory Note may not exceed $5,000,000 in the 

aggregate.   

The Sira Agreement contains pre-closing and post-closing covenants by each party. Prior to closing, the parties 

agree to cooperate and use commercially reasonable efforts to complete each transaction and to secure the necessary 

consents, permits and regulatory approvals. Prior to the closing, Sira will be required to be operated in the ordinary 

course of its business and specified sections of the NEO Exchange guidance regarding companies with U.S. 

marijuana-related activities. See “NEO Exchange Guidance Regarding Companies with U.S. Marijuana-Related 

Activities” below. Meanwhile, CSAC is required to ensure that all ongoing corporate reports are free from any 

misrepresentation (with an obligation to indemnify Sira and the sellers for any misrepresentations other than with 

respect to information provided by Sira or the other Target Businesses that was not within CSAC’s actual 

knowledge) and agrees to file a prospectus with the OSC and the NEO Exchange and prepare a circular and 

shareholder meetings for all necessary approvals for each acquisition, as required by the NEO Exchange and 

applicable Canadian securities regulators. CSAC will be required to reimburse the sellers and Sira for any 

extraordinary expenses paid by them in connection with the preparation and filing of the prospectus and the 

preparation and auditing of Sira’s financial statements in accordance with IFRS.   

The Sira Agreement contains customary closing conditions, including entry into employment agreements with key 

employees of Sira (which are expected to contain confidentiality, non-competition and non-solicitation provisions), 

accuracy of representations and warranties, required approvals in connection with necessary licenses and permits 

and/or entrance into a Management Services Agreement, the attainment of required governmental and material third-

party consents and the contemporaneous closing of CSAC’s acquisition of Sira with CSAC’s acquisition of each of 

Canopy, Washoe, LivFree and Cannapunch. Closing of the transaction contemplated in the Sira Agreement is also 

conditioned on the contemporaneous closing of all but one of the other transactions contemplated by the Definitive 

Agreements. Subject to his eligibility under applicable law and NEO Exchange regulations, Louis F. Karger may be 

appointed to the Resulting Issuer Board upon completion of the Transaction.   

The Sira acquisition may be terminated and the associated transactions may be abandoned prior to closing by the 

mutual written consent of parties thereto. The Sira Agreement also contains an outside date of March 31, 2019, but 

may also be terminated prior to such date by one of the parties if the counterparty breaches a representation, 

warranty covenant or agreement contained therein. If CSAC is the breaching party, CSAC may be required to pay a 

termination fee of $1,000,000 in cash to Sira, as specified in the Sira Agreement. The Sira Agreement may also be 

terminated if a governmental authority issues an order or takes any other action that enjoins or otherwise prohibits 

the transactions contemplated therein, or if CSAC fails to contemporaneously close all but one of the other 

transactions contemplated by the Definitive Agreements. 

Prior to the closing of the Sira acquisition, the sellers may amend their disclosure schedules with respect to any 

matter arising or which it becomes aware of after the signing of the Sira Agreement, and CSAC’s sole remedy is to 

terminate the Sira Agreement within ten business days of such amendment.   

Following the closing of the Sira acquisition, CSAC will use its commercially reasonable efforts to ensure that the 

Subordinate Voting Shares will be posted and listed for trading on the NEO Exchange (or another recognized 
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exchange in Canada or the United States) for at least 36 months following the closing, except under an acquisition 

transaction whereby the sellers receive equivalent value for their Exchangeable Shares in cash or in other publicly 

traded securities. Sira will be subject to certain post-closing covenants for the benefit of the lender under the Sira 

Promissory Note, including restrictions on its ability to dispose of its assets. 

Canopy Agreement 

Pursuant to the Canopy Agreement, (i) Canopy agreed to contribute all of the assets of its two operating companies, 

Lemon Aide, LLC and Kynd-Strainz, LLC (together, the “Canopy Target Businesses”), except for certain retained 

licenses, associated inventory and other related assets, the transfer of which is subject to consent from regulatory 

authorities (the “Canopy Consents”), to a “NewCo” entity (the “Canopy NewCo”) (the “Canopy 

Reorganization”); (ii) CSAC AcquisitionCo agreed to acquire all of the equity interests of Canopy NewCo in 

exchange for (A) a promissory note in the amount of $4,500,000 (the “Canopy Promissory Note”) to Canopy that 

will be secured by a first-priority security interest over all of the assets of Canopy NewCo, (B) the issuance to 

Canopy of an aggregate of 250,000 Exchangeable Shares with a deemed value of $5,500,000 and (C) cash 

consideration in the amount of $7,000,000, some of which will be used to pay debt and expenses of Canopy, as well 

as applicable taxes; (iii) CSAC AcquisitionCo agreed to assume a loan in the amount of approximately $400,000; 

and (iv) Canopy agreed to take all reasonable measures in good faith to secure the Canopy Consents and once 

obtained, agreed to convey these retained assets to CSAC via the transfer of the equity interests in the Canopy 

Target Businesses or the retained assets to CSAC AcquisitionCo for nominal consideration. 102,273 Exchangeable 

Shares issuable under the Canopy Agreement will be subject to a six-month post-closing lock-up period, a further 

102,273 Exchangeable Shares will be subject to a twelve-month post-closing lock-up period and 45,454 

Exchangeable Shares will not be subject to any lock-up period. Exchange of the Exchangeable Shares for 

Subordinate Voting Shares is also subject to applicable restrictions under applicable U.S. securities laws. The sellers 

have no obligation to indemnify for losses incurred by CSAC as a result of the Canopy Reorganization except for 

certain obligations with respect to obtaining necessary regulatory approval.   

The Canopy Agreement contains pre-closing and post-closing covenants by each party (including a non-compete 

and non-solicit from Canopy and its affiliates). Prior to closing, the parties agree to cooperate and use commercially 

reasonable efforts to complete each transaction and to secure the necessary consents, permits and regulatory 

approvals for closing, other than the Canopy Consents. Prior to the closing, the Canopy Target Businesses will be 

required to be operated in the ordinary course of their business and take reasonable measures to comply with 

applicable NEO Exchange guidance regarding companies with U.S. marijuana-related activities. See “NEO 

Exchange Guidance Regarding Companies with U.S. Marijuana-Related Activities” below. Meanwhile, CSAC 

agrees to file a prospectus with the OSC and the NEO Exchange and prepare a circular and shareholder meetings for 

all necessary approvals for each acquisition, as required by the NEO Exchange and applicable Canadian securities 

regulators. CSAC also agrees not to issue Subordinate Voting Shares and rights to acquire any Subordinate Voting 

Shares during the lock-up periods set forth above, except for certain enumerated exceptions such as (i) the issuance 

of shares upon the exercise of CSAC Warrants or CSAC Rights outstanding on the Effective Date, (ii) shares in 

connection with a transaction or financing based on a value per share not less than the Maximum Discount to Market 

Price (within the meaning of the NEO Exchange Listing Manual, except that the reference to 20% therein will be 

read as 15%) or (iii) issuance of shares as executive compensation, provided that if Subordinate Voting Shares are 

issued outside of these exceptions, the 6-month and 12-month lockup restrictions on the Exchangeable Shares will 

be reduced to four months and eight months, respectively. The lockup restrictions may also be eliminated if CSAC 

or CSAC AcquisitionCo undergoes certain fundamental changes within the 12-month period following the closing, 

such as an amendment to its organizational documents to the detriment of the sellers, a change of the rights of any 

class of shares or a merger, liquidation or winding-up or certain transactions outside the ordinary course of business, 

including other acquisitions by any member of the CSAC corporate group exceeding the current annual budget of 

such member of the group by 20% or more. On closing, Canopy will grant to CSAC or its affiliates a five-year 

option to purchase the real property owned by affiliates of Canopy and used in the business of the Canopy Target 

Businesses at fair market value. Additionally, CSAC agreed to issue additional Exchangeable Shares up to a year 

following the closing date in certain circumstances, subject to certain limitations. More specifically, if the trailing 3-

day volume-weighted average trading price of the Subordinate Voting Shares (the “Closing Price”) is less than 

C$29.00 on: (i) the closing date of the Canopy acquisition, a number of additional Exchangeable Shares may be 

issued to Canopy so that the cumulative market value of the Exchangeable Shares issued to Canopy on the closing 

date with no lock-up period is equal to $999,998; (ii) the date that is 180 days after the closing date of the Canopy 
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acquisition, a number of additional Exchangeable Shares may be issued to Canopy so that the cumulative market 

value of the Exchangeable Shares issued to Canopy with a 6-month lock-up period is equal to $2,250,006; or (iii) the 

date that is 360 days after the closing date of the Canopy acquisition, a number of additional Exchangeable Shares 

may be issued to Canopy so that the cumulative market value of the Exchangeable Shares issued to Canopy with a 

12-month lock-up period is equal to $2,250,006. Under no circumstances may the total number of additional 

Exchangeable Shares to be issued under this make-whole provision exceed 10% of the total number of issued and 

outstanding Subordinate Voting Shares as of the Effective Date.  

Following the date of CSAC’s qualifying transaction, if any, CSAC and CSAC AcquisitionCo will indemnify the 

sellers from losses suffered resulting from any action, claim or proceeding made or alleged by a specified third party 

that questions, challenges or disputes any of the transactions contemplated by the Canopy Agreement or the Washoe 

Agreement that are in excess of an agreed upon amount and will further pay the reasonable out of pocket costs of the 

sellers in defending or settling any related claim.   

The Canopy Agreement contains customary closing conditions, including entry into employment agreements with 

key employees of the Canopy Target Businesses, accuracy of representations and warranties, required approvals in 

connection with any permits, the attainment of required governmental and material third-party consents and the 

contemporaneous closing of CSAC’s acquisition of Canopy with CSAC’s acquisition with each of Sira, Washoe, 

LivFree and Cannapunch. Closing of the transaction contemplated in the Canopy Agreement is also conditioned on 

the contemporaneous closing of all but one of the other transactions contemplated by the Definitive Agreements and 

the finalization of the terms of the Exchangeable Shares. Subject to his eligibility under applicable law and NEO 

Exchange regulations, Mark E. Pitchford will be appointed to the Resulting Issuer Board upon completion of the 

Transaction and CSAC will commit to nominating him for election to the Resulting Issuer Board for so long as he 

holds at least 40% of the Exchangeable Shares (or Subordinate Voting Shares issued upon conversion of his 

Exchangeable Shares) issued to him on the Effective Date.   

If CSAC AcquisitionCo is unable to complete the transactions contemplated under the Canopy Agreement, 

including without limitation the Canopy Reorganization, resulting in a loss of a material portion of the economic 

benefits from one or two of the retained licenses and associated inventory, the transfer of which is subject to the 

Canopy Consents, then at CSAC AcquisitionCo’s option, the parties shall negotiate in good faith such amendments 

as are appropriate to provide for the exclusion of the related assets from the transactions contemplated by the 

transaction, in exchange for a reduction in the consideration that is equal to the estimated value of such excluded 

assets having regard to, among other things, their anticipated contribution to the overall 2019 cash flow target of 

such Target Business prepared in accordance with IFRS, provided that upon the transfer of the foregoing excluded 

assets to or for the benefit of CSAC AcquisitionCo or CSAC, such withheld or reduced portion of the original 

consideration, if any, shall become payable to Canopy as additional consideration. 

In connection with the Canopy Reorganization, CSAC and its affiliates will be entering into certain agreements, 

including a license agreement and a Management Services Agreement with Canopy and the Canopy Target 

Businesses in order to retain the benefit of the non-transferable permits and licenses that will remain in the 

possession of the Canopy Target Businesses following the Canopy Reorganization, pending the necessary regulatory 

consents and approvals necessary to consummate the conveyance of the Canopy Target Businesses or its retained 

assets to CSAC AcquisitionCo. 

The Canopy Agreement may be terminated and the associated transactions may be abandoned prior to closing by the 

mutual written consent of parties thereto. The Canopy Agreement also contains an outside date of March 31, 2019, 

but may also be terminated prior to such date by one of the parties if the counterparty breaches a representation, 

warranty covenant or agreement contained therein. The Canopy Agreement may also be terminated if a 

governmental authority issues an order or takes any other action that enjoins or otherwise prohibits the transactions 

contemplated therein, or if CSAC fails to contemporaneously close all but one of the other transactions 

contemplated by the Definitive Agreements. 

Washoe Agreement 

Pursuant to the Washoe Agreement, (i) Washoe and the members of Washoe agreed to contribute all of the assets of 

Washoe and its subsidiaries (including certain parcels of real property owned by Washoe or a subsidiary), except for 

certain retained licenses, associated inventory and other related assets, the transfer of which is subject to consent 
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from regulatory authorities (the “Washoe Consents”), to a “NewCo” entity (the “Washoe NewCo”) (the “Washoe 

Reorganization”); (ii) CSAC AcquisitionCo agreed to acquire all of the equity interests of the Washoe NewCo in 

exchange for (A) a promissory note in the amount of $5,640,000 (the “Washoe Promissory Note”) to the members 

of Washoe that will be secured by a first-priority security interest over all of the assets of Washoe NewCo, (B) the 

issuance to the members of Washoe of an aggregate of 256,364 Exchangeable Shares with a deemed value of 

$5,640,000 and (C) cash consideration in the amount of $16,670,000, some of which will be used to pay debt and 

expenses of Washoe, as well as applicable taxes; (iii) Washoe and its members agreed to take all reasonable 

measures in good faith to secure the Washoe Consents, and once obtained, agreed to convey these retained assets to 

CSAC via the transfer of the equity interests in Washoe or the retained assets to CSAC AcquisitionCo for nominal 

consideration; (iv) CSAC AcquisitionCo agreed to assume a member loan in the amount of approximately $6.5 

million and issue 13,636 Exchangeable Shares in the name of such member (the “Washoe Lender”); and (v) CSAC 

AcquisitionCo agreed to assume mortgage debt of approximately $2.6 million in the aggregate, secured by real 

property owned by Washoe or its subsidiaries. 128,182 Exchangeable Shares issuable under the Washoe Agreement 

will be subject to a six-month post-closing lock-up period, and the other 128,182 Exchangeable Shares will be 

subject to a twelve-month post-closing lock-up period. Exchange of the Exchangeable Shares for Subordinate 

Voting Shares is also subject to applicable restrictions under applicable U.S. securities laws. The sellers have no 

obligation to indemnify for losses incurred by CSAC as a result of the Washoe Reorganization except for certain 

obligations with respect to obtaining necessary regulatory approval.   

The Washoe Agreement contains pre-closing and post-closing covenants by each party (including a non-compete  

and non-solicit from each seller and their respective affiliates). Prior to closing, the parties agree to cooperate and 

use commercially reasonable efforts to complete each transaction and to secure the necessary consents, permits and 

regulatory approvals for closing, other than the Washoe Consents.  Prior to the closing, Washoe will be required to 

be operated in the ordinary course of its business and take reasonable measures to comply with applicable NEO 

Exchange guidance regarding companies with U.S. marijuana-related activities. See “NEO Exchange Guidance 

Regarding Companies with U.S. Marijuana-Related Activities” below. Meanwhile, CSAC agrees to file a prospectus 

with the OSC and the NEO Exchange and prepare a circular and shareholder meetings for all necessary approvals 

for each acquisition, as required by the NEO Exchange and applicable Canadian securities regulators. CSAC also 

agrees not to issue Subordinate Voting Shares and rights to acquire any Subordinate Voting Shares during the lock-

up periods set forth in the previous paragraph, except for certain enumerated exceptions such as (i) the issuance of 

shares upon the exercise of CSAC Warrants or CSAC Rights outstanding on the closing date of the Washoe 

acquisition, (ii) shares in connection with a transaction or financing based on a value per share not less than the 

Maximum Discount to Market Price (within the meaning of the NEO Exchange Listing Manual, except that the 

reference to 20% therein will be read as 15%) or (iii) issuance of shares as executive compensation, provided that if 

Subordinate Voting Shares are issued outside of these exceptions, the 6-month and 12-month lockup restrictions on 

the Exchangeable Shares will be reduced to four months and eight months, respectively. The lockup restrictions may 

also be eliminated if CSAC or CSAC AcquisitionCo undergoes certain fundamental changes within the 12-month 

period following the closing, such as an amendment to its organizational documents to the detriment of the sellers, a 

change of the rights of any class of shares or a merger, liquidation or winding-up or certain transactions outside the 

ordinary course of business, including other acquisitions by any member of the CSAC corporate group exceeding 

the current annual budget of such member by 20% or more. On closing, Washoe will grant to CSAC or its affiliates 

a five-year option to purchase the real property owned by affiliates of Washoe and used in the business of Washoe at 

fair market value. Additionally, CSAC agreed to issue additional Exchangeable Shares up to a year following the 

closing date in certain circumstances, subject to certain limitations.  More specifically, if the Closing Price is less 

than C$29.00 on: (i) the date that is 180 days after the closing date of the Washoe acquisition, a number of 

additional Exchangeable Shares may be issued to the sellers of Washoe so that the cumulative market value of the 

Exchangeable Shares issued to such persons with a 6-month lock-up period is equal to $2,820,000 and a number of 

additional Exchangeable Shares may be issued to the Washoe Lender so that the cumulative market value of the 

Exchangeable Shares issued to the Washoe Lender with a 6-month lock-up period is equal to $150,000 or (ii) the 

date that is 360 days after the closing date of the Washoe acquisition, a number of additional Exchangeable Shares 

may be issued to the sellers of Washoe so that the cumulative market value of the Exchangeable Shares issued to 

such persons with a 12-month lock-up period is equal to $2,820,006 and a number of additional Exchangeable 

Shares may be issued to the Washoe Lender so that the cumulative market value of the Exchangeable Shares issued 

to the Washoe Lender with a 12-month lock-up period is equal to $150,000.  Under no circumstances may the total 

number of additional Exchangeable Shares to be issued under this make-whole provision exceed 10% of the total 

number of issued and outstanding Subordinate Voting Shares as of the Effective Date.  
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The Washoe Agreement contains customary closing conditions, including entry into employment agreements with 

key employees of Washoe, accuracy of representations and warranties, required approvals in connection with any 

permits, the attainment of required governmental and material third-party consents and the contemporaneous closing 

of CSAC’s acquisition of Washoe with CSAC’s acquisition with each of Sira, Canopy, LivFree and Cannapunch. 

Closing of the transaction contemplated in the Washoe Agreement is also conditioned on the contemporaneous 

closing of all but one of the other transactions contemplated by the Definitive Agreements and finalization of the 

terms of the Exchangeable Shares. Subject to his eligibility under applicable law and Neo Exchange regulations, 

Mark E. Pitchford will be appointed to the Resulting Issuer Board upon the closing of the Washoe acquisition and 

CSAC will commit to nominating him for election to the Resulting Issuer Board for so long as he holds at least 40% 

of the Exchangeable Shares (or Subordinate Voting Shares issued upon conversion of his Exchangeable Shares) 

issued to him on the Effective Date. 

In connection with the acquisition, CSAC has agreed to fund a bonus pool in the aggregate amount of up to $5 

million, to be awarded to employees and consultants of Washoe NewCo, and the amounts and timing of such 

bonuses to be granted thereunder shall be subject to the discretion of Mark E. Pitchford, as the sellers’ 

representative.  Additionally, CSAC AcquisitionCo will adopt or cause Washoe NewCo to adopt an annual bonus 

plan with payments equal to 20% of profits exceeding a budget established annually.   

If CSAC AcquisitionCo is unable to complete the transactions contemplated under the Washoe Agreement, 

including without limitation the Washoe Reorganization, resulting in a loss of a material portion of the economic 

benefits from one or two of the retained licenses and associated inventory, the transfer of which is subject to the 

Washoe Consents, then at CSAC AcquisitionCo’s option, the parties shall negotiate in good faith such amendments 

as are appropriate to provide for the exclusion of the related assets from the transactions contemplated by the 

transaction, in exchange for a reduction in the consideration that is equal to the estimated value of such excluded 

assets having regard to, among other things, their anticipated contribution to the overall cash flow target of such 

Target Business prepared in accordance with IFRS, provided that upon the transfer of the foregoing excluded assets 

to or for the benefit of CSAC AcquisitionCo or CSAC, such withheld or reduced portion of the original 

consideration, if any, shall become payable to the sellers as additional consideration.  

In connection with the Washoe Reorganization, CSAC and its affiliates will be entering into certain agreements, 

including a license agreement and a Management Services Agreement with Washoe in order to retain the benefit of 

the non-transferable permits and licenses that will remain in the hands of Washoe following the Washoe 

Reorganization, pending the necessary regulatory consents and approvals necessary to consummate the conveyance 

of Washoe or its retained assets to CSAC AcquisitionCo.      

The Washoe Agreement may be terminated and the associated transactions may be abandoned prior to closing by the 

mutual written consent of parties thereto. The Washoe Agreement also contains an outside date of March 31, 2019, 

but may also be terminated prior to such date by one of the parties if the counterparty breaches a representation, 

warranty covenant or agreement contained therein. The Washoe Agreement may also be terminated if a 

governmental authority issues an order or takes any other action that enjoins or otherwise prohibits the transactions 

contemplated therein, or if CSAC fails to contemporaneously close all but one of the other transactions 

contemplated by the Definitive Agreements. 

LivFree Agreement 

Pursuant to the LivFree Agreement, (i) LivFree and the members of LivFree agreed to contribute all of the assets of 

LivFree and its subsidiaries, except for certain retained licenses, associated inventory and other related assets, the 

transfer of which is subject to consent from regulatory authorities (the “LivFree Consents”), to a “NewCo” entity 

(“LivFree NewCo”) (the “LivFree Reorganization”); (ii) CSAC AcquisitionCo agreed to acquire all of the equity 

interests of LivFree NewCo in exchange for (A) a promissory note in the amount of $20,000,000 (the “LivFree 

Promissory Note”) to the members of LivFree that will be secured by a first-priority security interest over all of the 

assets of LivFree NewCo, (B) the issuance to the members of LivFree of an aggregate of 4,342,432 Exchangeable 

Shares with a deemed value of $70,000,000 (approximately $16.10 per Exchangeable Share) and (C) cash 

consideration in the amount of $29,500,000, some of which will be used to pay debt and expenses of LivFree, as 

well as applicable taxes; and (iv) LivFree and its members agreed to take all reasonable measures in good faith to 

secure the LivFree Consents, and once obtained, agreed to convey these retained assets to CSAC via the transfer of 

the equity interests in LivFree or the retained assets to CSAC AcquisitionCo for nominal consideration. 3,038,986 
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Exchangeable Shares issuable under the LivFree Agreement will be subject to a six-month post-closing lock-up 

period, and the other 1,303,446 Exchangeable Shares will be subject to a twelve-month post-closing lock-up period. 

Exchange of the Exchangeable Shares for Subordinate Voting Shares is also subject to applicable restrictions under 

applicable U.S. securities laws. The sellers have no obligation to indemnify for losses incurred by CSAC as a result 

of the LivFree Reorganization except for certain obligations with respect to obtaining necessary regulatory approval.   

The LivFree Agreement contains pre-closing and post-closing covenants by each party (including a non-compete 

and non-solicit from each seller and their respective affiliates). An exclusion from the non-compete was negotiated 

for one seller to continue his competing cannabis business in Nevada, subject to CSAC receiving a right of first 

refusal to acquire such business when sold.  Prior to closing, the parties agree to cooperate and use commercially 

reasonable efforts to complete each transaction and to secure the necessary consents, permits and regulatory 

approvals for closing, other than the LivFree Consents.  Prior to the closing, LivFree will be required to be operated 

in the ordinary course of its business and take reasonable measures to comply with applicable NEO Exchange 

guidance regarding companies with U.S. marijuana-related activities. See “NEO Exchange Guidance Regarding 

Companies with U.S. Marijuana-Related Activities” below. Meanwhile, CSAC agrees to file a prospectus with the 

OSC and the NEO Exchange and prepare a circular and shareholder meetings for all necessary approvals for each 

acquisition, as required by the NEO Exchange and applicable Canadian securities regulators. CSAC also agrees not 

to issue Subordinate Voting Shares and rights to acquire any Subordinate Voting Shares during the lock-up periods 

set forth in the previous paragraph, except for certain enumerated exceptions such as (i) the issuance of shares upon 

the exercise of CSAC Warrants or CSAC Rights outstanding on the closing date of the LivFree acquisition, (ii) 

shares in connection with a transaction or financing based on a value per share not less than the Maximum Discount 

to Market Price (within the meaning of the NEO Exchange Listing Manual, except that the reference to 20% therein 

will be read as 15%) or (iii) issuance of shares as executive compensation, provided that if Subordinate Voting 

Shares are issued outside of these exceptions, the 6-month and 12-month lockup restrictions on the Exchangeable 

Shares will be reduced to four months and eight months, respectively. The lockup restrictions may also be 

eliminated if CSAC or CSAC AcquisitionCo undergoes certain fundamental changes within the 12-month period 

following the closing, such as an amendment to its organizational documents to the detriment of the sellers, a change 

of the rights of any class of shares or a merger, liquidation or winding-up or certain transactions outside the ordinary 

course of business, including other acquisitions by any member of the CSAC corporate group exceeding the current 

annual budget of such member by 20% or more. On closing, LivFree will grant to CSAC or its affiliates a five-year 

option to purchase the real property owned by affiliates of LivFree and used in the business of LivFree at fair market 

value. 

The LivFree Agreement contains customary closing conditions, including entry into employment agreements with 

key employees of LivFree, accuracy of representations and warranties, required approvals in connection with any 

permits, the attainment of required governmental and material third-party consents and the contemporaneous closing 

of CSAC’s acquisition of LivFree with CSAC’s acquisition of each of Sira, Canopy, Washoe and Cannapunch. 

Closing of the transaction contemplated in the LivFree Agreement is also conditioned on the contemporaneous 

closing of all but one of the other transactions contemplated by the Definitive Agreements and finalization of the 

terms of the Exchangeable Shares. Subject to his eligibility under applicable law and NEO Exchange regulations, 

Steve Menzies will be appointed to the Resulting Issuer Board upon the closing of the LivFree acquisition and 

CSAC will commit to nominating him for election to the Resulting Issuer Board for so long as he holds at least 40% 

of the Exchangeable Shares (or Subordinate Voting Shares issued upon conversion of his Exchangeable Shares) 

issued to him on the Effective Date. 

If CSAC AcquisitionCo is unable to complete the transactions contemplated under the LivFree Agreement, 

including without limitation the LivFree Reorganization, resulting in a loss of a material portion of the economic 

benefits from one or two of the retained licenses and associated inventory, the transfer of which is subject to the 

LivFree Consents, then at CSAC AcquisitionCo’s option, the parties shall negotiate in good faith such amendments 

as are appropriate to provide for the exclusion of the related assets from the transactions contemplated by the 

transaction, in exchange for a reduction in the consideration that is equal to the estimated value of such excluded 

assets having regard to, among other things, their anticipated contribution to the overall 2019 cash flow target of 

such Target Business prepared in accordance with IFRS, provided that upon the transfer of the foregoing excluded 

assets to or for the benefit of CSAC AcquisitionCo or CSAC, such withheld or reduced portion of the original 

consideration, if any, shall become payable to the sellers as additional consideration.  
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The by-laws of Henderson, NV, currently prohibit public company ownership of cannabis operations located in 

Henderson. Accordingly, unless such by-laws are changed, CSAC will not be able to acquire LivFree’s Henderson 

operations or any interest therein, which is estimated by CSAC to have comprised  approximately 40% of LivFree’s 

revenues in 2018 and approximately 20% of CSAC’s projected consolidated revenues in 2018 on a pro-forma basis. 

See “Risk Factors - The City of Henderson, Nevada, currently prohibits public company ownership of cannabis 

businesses”. 

In connection with the LivFree Reorganization, CSAC and its affiliates will be entering into certain agreements, 

including a license agreement and a Management Services Agreement (with respect to operations in those cities and 

counties that do not require cannabis support licenses) or an Operations Agreement (with respect to operations in 

those cities and counties that do require cannabis support licenses). The Management Services Agreement with 

LivFree allows CSAC to obtain the benefit of the non-transferable permits and licenses that will remain in the hands 

of LivFree following the LivFree Reorganization, pending the necessary regulatory consents and approvals 

necessary to consummate the conveyance of LivFree or its retained assets to CSAC AcquisitionCo or an affiliate. 

The Operations Agreement permits LivFree to continue managing its operation following the LivFree 

Reorganization, subject to restrictions for the benefit of CSAC and its affiliates, including a prohibition on 

distributions so that income generated by LivFree following the LivFree Reorganization will remain in LivFree, 

pending the necessary regulatory consents and approvals necessary to consummate the conveyance of LivFree or its 

retained assets to CSAC AcquisitionCo or an affiliate. 

The LivFree Agreement may be terminated and the associated transactions may be abandoned prior to closing by the 

mutual written consent of parties thereto. The LivFree Agreement also contains an outside date of March 31, 2019, 

but may also be terminated prior to such date by one of the parties if the counterparty breaches a representation, 

warranty covenant or agreement contained therein. The LivFree Agreement may also be terminated if a 

governmental authority issues an order or takes any other action that enjoins or otherwise prohibits the transactions 

contemplated therein, or if CSAC fails to contemporaneously close all but one of the other transactions 

contemplated by the Definitive Agreements. 

Cannapunch Agreement 

Pursuant to the Cannapunch Agreement, the members of Cannapunch agreed to contribute all of the issued and 

outstanding securities of Cannapunch, in exchange for (A) a promissory note in the amount of $2,000,000 (the 

“Cannapunch Promissory Note”) to the members of Cannapunch that will be secured by a first-priority security 

interest over all of the assets of Cannapunch, (B) the issuance to the members of Cannapunch of an aggregate of 

866,668 Exchangeable Shares with a deemed value of $14,000,000 and (C) cash consideration in the amount of 

$750,000, some of which will be used to pay debt and expenses of Cannapunch, as well as applicable taxes. 433,334 

Exchangeable Shares issuable under the Cannapunch Agreement will be subject to a six-month post-closing lock-up 

period, and the other 433,334 Exchangeable Shares will be subject to a twelve-month post-closing lock-up period. 

Exchange of the Exchangeable Shares for Subordinate Voting Shares is also subject to applicable restrictions under 

applicable U.S. securities laws.  

The Cannapunch Agreement contains pre-closing and post-closing covenants by each party (including a non-

compete and non-solicit from each seller and their respective affiliates). Prior to closing, the parties agree to 

cooperate and use commercially reasonable efforts to complete each transaction and to secure the necessary consent, 

permits and regulatory approvals for closing. Prior to the closing, Cannapunch will be required to be operated in the 

ordinary course of its business and take reasonable measures to comply with applicable NEO Exchange guidance 

regarding companies with U.S. marijuana-related activities. See “NEO Exchange Guidance Regarding Companies 

with U.S. Marijuana-Related Activities” below. Meanwhile, CSAC agrees to file a prospectus with the OSC and the 

NEO Exchange and prepare a circular and shareholder meetings for all necessary approvals for each acquisition, as 

required by the NEO Exchange and applicable Canadian securities regulators. CSAC also agrees not to issue 

Subordinate Voting Shares and rights to acquire any Subordinate Voting Shares during the lock-up periods set forth 

in the previous paragraph except for certain enumerated exceptions such as (i) the issuance of shares upon the 

exercise of CSAC Warrants or CSAC Rights outstanding on the closing date of the Cannapunch acquisition, (ii) 

shares in connection with a transaction or financing based on a value per share not less than the Maximum Discount 

to Market Price (within the meaning of the NEO Exchange Listing Manual, except that the reference to 20% therein 

will be read as 15%) or (iii) issuance of shares as executive compensation, provided that if Subordinate Voting 

Shares are issued outside of these exceptions, the 6-month and 12-month lockup restrictions on the Exchangeable 
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Shares will be reduced to four months and eight months, respectively. The lockup restrictions may also be 

eliminated if CSAC or CSAC AcquisitionCo undergoes certain fundamental changes within the 12-month period 

following the closing, such as an amendment to its organizational documents to the detriment of the sellers, a change 

of the rights of any class of shares or a merger, liquidation or winding-up or certain transactions outside the ordinary 

course of business, including other acquisitions by any member of the CSAC corporate group exceeding the current 

annual budget of such member by 20% or more.  On closing, Cannapunch will grant to CSAC or its affiliates (i) a 

five-year option to purchase the real property owned by affiliates of Cannapunch and used in the business of 

Cannapunch at fair market value and (ii) a license to use the Cannapunch name in all jurisdictions other than in the 

State of Colorado.   

The Cannapunch Agreement contains customary closing conditions, including entry into employment agreements 

with key employees of Cannapunch, accuracy of representations and warranties, required approvals in connection 

with any permits, the attainment of required governmental and material third-party consents and the 

contemporaneous closing of CSAC’s acquisition of Cannapunch with CSAC’s acquisition with each of Sira, 

Washoe, Canopy and LivFree. Closing of the transaction contemplated in the Cannapunch Agreement is also 

conditioned on the contemporaneous closing of all but one of the other transactions contemplated by the Definitive 

Agreements and finalization of the terms of the Exchangeable Shares. Subject to his continued eligibility under 

applicable law and exchange regulations, Mark Smith will continue on the Resulting Issuer Board upon the closing 

of the Cannapunch acquisition and CSAC will commit to nominating him for election to the Resulting Issuer Board 

for so long as he holds at least 40% of the Exchangeable Shares (or Subordinate Voting Shares issued upon 

conversion of his Exchangeable Shares) issued to him on the Effective Date. 

The Cannapunch Agreement may be terminated and the associated transactions may be abandoned prior to closing 

by the mutual written consent of parties thereto.  The Cannapunch Agreement also contains an outside date of March 

31, 2019, but may also be terminated prior to such date by one of the parties if the counterparty breaches a 

representation, warranty covenant or agreement contained therein. The Cannapunch Agreement may also be 

terminated if a governmental authority issues an order or takes any other action that enjoins or otherwise prohibits 

the transactions contemplated therein, or if CSAC fails to contemporaneously close all but one of the other 

transactions contemplated by the Definitive Agreements. 

Excessive Shareholder Redemptions of CSAC Class A Restricted Voting Shares 

The sellers in each of the Definitive Agreements agree that if excessive shareholder redemptions of the CSAC Class 

A Restricted Voting Shares occur in connection with the above-noted acquisitions such that CSAC AcquisitionCo 

will not have access to sufficient funds to pay the cash portion of the purchase under any of the applicable Definitive 

Agreements (and such funds cannot be adequately replaced by other financing), a portion of such cash deficiency 

may be replaced, on a pro rata basis among the separate acquisitions based on the relative cash portions of 

consideration in each transaction, by the issuance of additional Exchangeable Shares to the sellers, at an issuance 

price of: (i) $15.91 per share in respect  of the Sira Agreement; (ii) C$22.00 per share in respect of the Canopy 

Agreement; (iii) C$22.00 in respect of the Washoe Agreement; (iv) C$21.00 per share in respect of the LivFree 

Agreement; and (v) C$21.00 in respect of the Cannapunch Agreement. The Sira Agreement may be terminated at 

the option of the sellers thereto if such a replacement is made. 

NEO Exchange Guidance Regarding Companies with U.S. Marijuana-Related Activities 

Subject to satisfactory compliance with all listing requirements set out in the NEO Exchange Listing Manual and the 

additional items reflected below, the NEO Exchange currently accepts the listing of companies established and/or 

holding assets in the U.S. with marijuana-related activities, provided such activities are conducted in compliance 

with the current laws and regulations of a U.S. State where such activities are legal. 

In addition to the listing requirements in the NEO Exchange Listing Manual, which include the standard 

requirements for timely and accurate disclosure as defined by the Canadian Securities Administrators and as further 

enhanced by their specific disclosure requirements set out in Staff Notice 51-352, the NEO Exchange expects issuers 

with U.S. marijuana-related activities, among other things, to: (i) undertake that they are respecting and will 

continue to respect, within the realm of their control, the U.S. DOJ (as defined herein) marijuana enforcement 

priorities as they were defined in the now-rescinded Cole Memorandum (see “Cannabis Market Overview – Legal 

and Regulatory Matters – United States Federal Overview”); and (ii) undertake that they are neither importing nor 
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exporting marijuana to or from the United States. CSAC intends to seek to cause its subsidiaries to comply with the 

NEO Exchange requirements. 

CSAC 

Following the closing of the acquisition of each of the Target Businesses, CSAC will indirectly own 100% of the 

Target Businesses (except for certain retained licenses, associated inventory and other related assets, the transfer of 

which is subject to consent from regulatory authorities), subject to the terms of the Definitive Agreements. In 

particular, the acquisitions of the Target Businesses in Nevada are currently proposed to be completed in two phases. 

See “Notice to Readers”, “Description of the Business of CSAC”, “Corporate Structure – Definitive Agreements” 

and “Risk Factors”. 

The head office of CSAC will be located at 590 Madison Avenue, 26th Floor, New York, New York, 10022. CSAC 

will be a reporting issuer in all of the provinces and territories of Canada, other than Quebec.   

Inter-Corporate Relationships 

The organizational chart below indicates the proposed inter-corporate relationships of CSAC and its material 

subsidiaries, including their jurisdiction of incorporation in parentheses, after giving effect to the Transaction. 

 

 

 
Notes: 

(1) As of September 30, 2018, the date of the Target Business Interim Financial Statements, 100% of each of the Target Businesses’ 

businesses was directly derived from U.S. cannabis-related activities, based on the existing operations of each of the Target 
Businesses. As such, each of the Target Businesses’ balance sheet and operating statement exposure to U.S. cannabis related activities 

is 100%. 

(2) It is anticipated, following the completion of the Transaction, that LivFree’s board of directors and management would mirror that of 
CSAC. It is further anticipated that in certain Nevada counties and cities where cannabis business support licenses cannot be obtained 
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in a timely fashion (Henderson, unincorporated Clark County and the City of Las Vegas), a subsidiary or affiliate of CSAC will enter 

into an Operations Agreement with LivFree, whereby LivFree will continue operating all aspects of its cannabis business, in such 
Nevada counties and cities, until such time as the applicable license transfer approvals are obtained. See “Reliance on Management 

Services Agreements and Operations Agreement with Subsidiaries and Affiliates could adversely affect prospects and results”. 

(3) It is anticipated, following the completion of the Transaction, that Sira’s board of managers be comprised of its current members with 
the addition of Jonathan Sandelman.  

(4) It is anticipated, following the completion of the Transaction, that Washoe’s board of managers would mirror that of CSAC.  

(5) It is anticipated, following the completion of the Transaction, that Cannapunch’s board of managers would mirror that of CSAC.  

(6) It is anticipated, following the completion of the Transaction, that Canopy’s board of managers would mirror that of CSAC.  

(7) Mark Smith is Managing Member and Chief Executive Officer of Cannapunch, holding a 50% equity ownership percentage therein, 

and is a director of CSAC. Accordingly, his involvement results in the acquisition of Cannapunch by CSAC being a related party 
transaction. In connection therewith, (i) the board of directors of CSAC determined that the fair market value of Cannapunch is less 

than 25% of CSAC’s market capitalization, and (ii) Mark Smith abstained from voting in respect of the approval of the acquisition of 

Cannapunch in connection with the Transaction. The Cannapunch transaction was also supported by the Sponsor, which is a control 
person which is not an interested party.  

(8) Following closing of the Transaction, CSAC will indirectly own 100% of the Target Businesses (except for certain retained licenses, 

associated inventory and other related assets, the transfer of which is subject to consent from regulatory authorities), subject to the 
terms of the Definitive Agreements. In particular, the acquisitions of the Target Businesses in Nevada are currently proposed to be 

completed in two phases. See “Notice to Readers”, “Description of the Business of CSAC” and “Corporate Structure – Definitive 

Agreements”. 
(9) See “The Business of the Target Businesses – LivFree Wellness LLC”, “Cannabis Market Overview – Legal and Regulatory Matters – 

Nevada State Level Overview”, “Risk Factors – Risks Related to Legality of Cannabis” and “Risk Factors – General Regulatory and 

Legal Risks”. 
(10) See “The Business of the Target Businesses – Sira Naturals Inc.”, “Cannabis Market Overview – Legal and Regulatory Matters – 

Massachusetts State Level Overview”, “Risk Factors – Risks Related to Legality of Cannabis” and “Risk Factors – General 

Regulatory and Legal Risks”. 
(11) See “The Business of the Target Businesses – Washoe Wellness, LLC”, “Cannabis Market Overview – Legal and Regulatory Matters – 

Nevada State Level Overview”, “Risk Factors – Risks Related to Legality of Cannabis” and “Risk Factors – General Regulatory and 
Legal Risks”. 

(12) See “The Business of the Target Businesses – Cannapunch of Nevada LLC ”, “Cannabis Market Overview – Legal and Regulatory 

Matters – Nevada State Level Overview”, “Risk Factors – Risks Related to Legality of Cannabis” and “Risk Factors – General 
Regulatory and Legal Risks”. 

(13) See “The Business of the Target Businesses – The Canopy NV, LLC”, “Cannabis Market Overview – Legal and Regulatory Matters – 

Nevada State Level Overview”, “Risk Factors – Risks Related to Legality of Cannabis” and “Risk Factors – General Regulatory and 
Legal Risks”. Pursuant to the Canopy Agreement, CSAC (through Canopy NewCo) will acquire all of the assets of Canopy’s two 

operating companies, Lemon Aide, LLC and Kynd-Strainz, LLC, except for certain retained licenses, associated inventory and other 

related assets, the transfer of which is subject to the Canopy Consents. See “Notice to Readers”. 

(14) After giving effect to the Transaction, and assuming no redemptions of the Class A Restricted Voting Shares, Mercer Park CB, L.P. is 

expected to beneficially own or control, directly or indirectly, approximately 86.83% of the combined voting rights attached to the 

Multiple Voting Shares and Subordinate Voting Shares (and approximately 72.28% on a Diluted Basis), assuming all of the CSAC 
Founders exercise their one-time conversion right of their existing CSAC Class B Shares on a one-for-one basis into Multiple Voting 

Shares and assuming the Warrants are not determined to be “out of the money” by the Resulting Issuer Board. 

Target Promissory Notes 

The Sira Promissory Note will be issued by CSAC AcquisitionCo in favor of Green Partners Lender I LLC (“GP 

Lender”) in the principal amount of $5,000,000, with interest only payments during the first eighteen (18) months. 

The Sira Promissory Note will be secured by a first priority lien on Sira’s assets; provided however, that GP Lender 

will agree to subordinate the priority of such lien (but not GP Lender’s right to payment under the Sira Promissory 

Note) to any “asset” lien granted by Sira to any lender of funds for the construction of the Sira New Grow Facility, 

provided that such lender is not a “related person” (as such term is defined in the Sira Agreement) of CSAC or its 

officers or directors, and the GP Lender agrees that it may not initiate any proceeding to enforce the Sira Promissory 

Note without giving 180 days’ prior written notice to such lender. 

The Canopy Promissory Note will be a three-year promissory note issued by CSAC AcquisitionCo in favor of 

Canopy in the principal amount of $4,500,000, bearing interest at 6% per annum. The Canopy Promissory Note will 

be guaranteed by CSAC and secured by a first priority lien (subject to the immediately following sentence) on all or 

substantially all of the assets of Canopy NewCo (including the Canopy Target Businesses, except for certain 

retained licenses, associated inventory and other related assets that are subject to the Canopy Consents). Such 

security interest of Canopy will be subordinated only to the $400,000 principal amount of indebtedness owing by 

Canopy pursuant to a tenant incentive loan, which is being assumed by CSAC, and any bona fide senior bank credit 

facility of CSAC, CSAC AcquisitionCo or Canopy Newco from time to time, provided that the provider or issuer of 
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any senior bank credit facility is not an “affiliate” (as such term is defined in the Canopy Agreement) of CSAC or 

CSAC AcquisitionCo, nor any of their respective owners, directors, officers, managers, or employees. 

The Washoe Promissory Note will be a three-year promissory note issued by CSAC AcquisitionCo in favor of the 

members of Washoe in the principal amount of $5,640,000, bearing interest at 6% per annum. The Washoe 

Promissory Note will be guaranteed by CSAC and secured by a first priority lien (subject to the immediately 

following sentence) on all or substantially all of the assets of Washoe NewCo (including all of the assets of Washoe 

and its subsidiaries, except for certain retained licenses, associated inventory and other related assets that are subject 

to the Washoe Consents). Such security interest of the members of Washoe will be subordinated only to the 

$6,561,818.38 principal amount of indebtedness owing by Washoe to JOCHCO Investments, LLC, a Nevada limited 

liability company, which is being assumed by CSAC, and any bona fide senior bank credit facility of CSAC, CSAC 

AcquisitionCo or Washoe Newco from time to time and also the approximate $2,400,000 principal amount of  

indebtedness secured by real property located at 1645 Crane Way, Sparks, Nevada and the approximate $200,000 

principal amount of indebtedness secured by real property located 16735 Renewable Way, Reno, Nevada; provided 

that the provider or issuer of any senior bank credit facility is not an “affiliate” (as such term is defined in the 

Washoe Agreement) of CSAC or CSAC AcquisitionCo, nor any of their respective owners, directors, officers, 

managers, or employees. 

The LivFree Promissory Note will be a five-year promissory note issued by CSAC AcquisitionCo in favor of the 

members of LivFree, in the principal amount of $20,000,000, bearing interest at 6% per annum. The LivFree 

Promissory Note will be guaranteed by CSAC and secured by a first priority lien (subject to the immediately 

following sentence) on the assets of LivFree NewCo (including all of the assets of LivFree and its subsidiaries, 

except for certain retained licenses, associated inventory and other related assets and membership interests in JDSS 

Investments, LLC that are each subject to the LivFree Consents). Such security interest of the members of LivFree 

will be subordinated to any bona fide senior bank credit facility of CSAC, CSAC AcquisitionCo or LivFree Newco 

from time to time, provided that the provider or issuer of such senior bank credit facility is not an “affiliate” (as such 

term is defined in the LivFree Agreement) of the CSAC or CSAC AcquisitionCo, nor any of their respective owners, 

directors, officers, managers, or employees. 

The Cannapunch Promissory Note will be a five-year promissory note issued by CSAC AcquisitionCo in favor of 

the sellers of Cannapunch, in the principal amount of $2,000,000, bearing interest at 6% per annum. The 

Cannapunch Promissory Note will be guaranteed by CSAC and secured by a first priority lien (subject to the 

immediately following sentence) on the assets of Cannapunch NewCo (including all of the assets of Cannapunch 

and its subsidiaries). Such security interest of the sellers of Cannapunch will be subordinated to any bona fide senior 

bank credit facility of CSAC, CSAC AcquisitionCo or Cannapunch Newco from time to time, provided that the 

provider or issuer of such senior bank credit facility is not an “affiliate” (as such term is defined in the Cannapunch 

Agreement) of the CSAC or CSAC AcquisitionCo, nor any of their respective owners, directors, officers, managers, 

or employees. 

For each of the Target Promissory Notes, excluding the Sira Promissory Note, if an indemnification payment due 

under the respective Definitive Agreement has not been made by the respective seller(s) within 10 business days 

after it is finally agreed or determined by an arbitration panel or a court, as applicable, to be owing to CSAC 

AcquisitionCo pursuant to the terms of such Definitive Agreement, CSAC AcquisitionCo will be entitled to set-off 

against any amount or obligation CSAC AcquisitionCo owes to such seller(s) under the respective Target 

Promissory Note. Any such set-off will be accomplished by written notice to the seller(s), specifying in reasonable 

detail the basis for such set-off. If CSAC AcquisitionCo and the respective NewCo (if applicable) have not received 

all cannabis license approvals by the maturity date of the respective Target Promissory Note, and CSAC or CSAC 

AcquisitionCo has made a claim for indemnification based on a breach by the seller(s) of any of the covenants under 

the respective Definitive Agreement or any of the agreements and other documents referenced therein or otherwise 

relating to the respective reorganization relating to such Target Business, then repayment of the principal amount 

under such Target Promissory Note will be postponed until the date that the indemnification claim is finally settled. 

The amount of principal repayment to be postponed will be equal to the lesser of the amount of the indemnification 

claim and the principal amount under such Target Promissory Note and the payment of interest on this amount will 

be suspended during the postponement.  
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Warrant Agreement 

All CSAC Warrants will become exercisable only commencing 65 days after the completion of CSAC’s qualifying 

transaction (which is expected to consist of the Transaction). Each CSAC Warrant is exercisable to purchase one 

CSAC Class A Restricted Voting Share (which, following the closing of the qualifying transaction, will become one 

Subordinate Voting Share) at a price of C$11.50 per share, subject to the following adjustments. The Warrant 

Agreement provides that the exercise price and number of CSAC Class B Shares (which will be designated as 

Subordinate Voting Shares) issuable on exercise of the CSAC Warrants may be adjusted in certain circumstances, 

including in the event of a stock dividend, Extraordinary Dividend or a recapitalization, reorganization, merger or 

consolidation. The CSAC Warrants will not, however, be adjusted for issuances of CSAC Class B Shares (which 

will be designated as Subordinate Voting Shares) at a price below their exercise price. Once the CSAC Warrants 

become exercisable, CSAC may accelerate the expiry date of the outstanding CSAC Warrants (excluding the CSAC 

Founders’ Warrants but only to the extent still held by Mercer at the date of public announcement of such 

acceleration and not transferred prior to the accelerated expiry date, due to the anticipated knowledge by Mercer of 

material undisclosed information which could limit their flexibility) by providing 30 days’ notice if, and only if, the 

closing share price of the CSAC Class B Shares (which will be designated as Subordinate Voting Shares) equals or 

exceeds C$18.00 per share (as adjusted for stock splits or combinations, stock dividends, Extraordinary Dividends, 

reorganizations and recapitalizations and the like) for any 20 trading days within a 30-trading day period, in which 

case the expiry date shall be the date which is 30 days following the date on which such notice if provided.  

The exercise of the CSAC Warrants by any holder in the United States, or that is a U.S. Person, may only be 

effected in compliance with an exemption from the registration requirements of the U.S. Securities Act and 

applicable state “blue sky” securities laws.  

The right to exercise will be forfeited unless the CSAC Warrants are exercised prior to the date specified in the 

notice of acceleration of the expiry date. On and after the accelerated expiry date, a record holder of a CSAC 

Warrant will have no further rights. CSAC Warrants may be exercised only for a whole number of shares. No 

fractional shares will be issued upon exercise of the CSAC Warrants. If, upon exercise of the CSAC Warrants, a 

holder would be entitled to receive a fractional interest in a share, we will, upon exercise, round down to the nearest 

whole number of shares to be issued to the CSAC Warrant holder.  

The CSAC Warrant holders do not have the rights or privileges of holders of shares and any voting rights until they 

exercise their CSAC Warrants and receive corresponding Subordinate Voting Shares. After the issuance of 

corresponding Subordinate Voting Shares upon exercise of the CSAC Warrants, each holder will be entitled to one 

vote for each share held of record on all matters to be voted on by shareholders. On the exercise of any CSAC 

Warrant, the CSAC Warrant exercise price will be C$11.50, subject to adjustments as described herein. 

The Warrant Agreement contemplates that the CSAC Warrants may be exercised through cashless exercise. A 

cashless exercise permits a CSAC Warrant Holder, in lieu of making a cash payment on exercise, to instead elect to 

surrender the CSAC Warrant Holder’s CSAC Warrants and to receive the number of shares in the capital of CSAC 

for which the CSAC Warrants are conferred the right to acquire, that is equal to the quotient obtained by multiplying 

(i) the number of shares for which the CSAC Warrant is being exercised by (ii) the difference between (A) the 

volume weighted average price of the applicable Subordinate Voting Shares trading on the NEO Exchange for the 

20 trading days immediately prior to (but not including) the date of exercise of the CSAC Warrant and (B) the 

exercise price in effect on the date immediately prior to (but not including) the date of exercise of the CSAC 

Warrant, and dividing such product by the volume weighted average price of the applicable Subordinate Voting 

Shares trading on the NEO Exchange for the 20 trading days immediately prior to (but not including) the date of 

exercise of the CSAC Warrant (the “Cashless Exercise”). 

The Warrant Agent shall, on receipt of a written request of CSAC or holders of not less than 25% of the aggregate 

number of CSAC Warrants then outstanding, convene a meeting of holders of CSAC Warrants upon at least 21 

calendar days’ written notice to holders of CSAC Warrants. Every such meeting shall be held in Toronto, Ontario or 

at such other place as may be approved or determined by the Warrant Agent. A quorum at meetings of holders of 

CSAC Warrants shall be two persons present in person or represented by proxy holding or representing more than 

20% of the aggregate number of CSAC Warrants then outstanding. 
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From time to time, CSAC and the Warrant Agent, without the consent of the holders of CSAC Warrants, may 

amend or supplement the Warrant Agreement for certain purposes including curing defects or inconsistencies or 

making any change that does not adversely affect the rights of any holder of CSAC Warrants. Any amendment or 

supplement to the Warrant Agreement that adversely affects the interests of the holders of CSAC Warrants may only 

be made by an “extraordinary resolution”, which is defined in the Warrant Agreement as a resolution either (i) 

passed at a meeting of the holders of CSAC Warrants by the affirmative vote of holders of CSAC Warrants 

representing not less than two-thirds of the aggregate number of the then outstanding CSAC Warrants represented at 

the meeting and voted on such resolution, or (ii) adopted by an instrument in writing signed by the holders of CSAC 

Warrants representing not less than two-thirds of the aggregate number of the then outstanding CSAC Warrants.  

The CSAC Warrants will expire at 5:00 p.m. (Toronto time) on the day that is five years after the completion of the 

qualifying transaction of CSAC (which is expected to consist of the Transaction) or may expire earlier if a 

qualifying transaction does not occur by July 19, 2019, or if the expiry date is accelerated, as described above. 

Rights Agreement 

Each CSAC Right entitles the holder to receive, for no additional consideration, commencing upon the closing of the 

Transaction, one-tenth (1/10) of one CSAC Class A Restricted Voting Share following the closing of the 

Transaction (which, at such time, will represent one-tenth (1/10) of a Subordinate Voting Share), subject to 

adjustment under the terms of the Rights Agreement. In order to effect such a conversion, the holder of any CSAC 

Rights must surrender to the Rights Agent the certificates or electronic positions representing the CSAC Rights held 

by the holder, together with a duly completed conversion form in form and manner satisfactory to the CSAC Rights 

Agent pursuant to the terms of the Rights Agreement. 

CSAC Rights will only be converted for a whole number of shares. No fractional shares will be issued upon 

conversion of the CSAC Rights. If, upon conversion of the CSAC Rights, a holder would be entitled to receive a 

fractional interest in a share, we will, upon conversion, round down to the nearest whole number of shares to be 

issued to the CSAC Right holder. As a result, holders must hold CSAC Rights in multiples of 10 in order to receive 

Class B Shares for all of his, her or its CSAC Rights following the closing of the qualifying transaction.  

The CSAC Rights will expire if a qualifying transaction does not occur within the required timeframe. The CSAC 

Rights will not possess any redemption or distribution rights. The CSAC Rights will expire and be worthless if 

CSAC fails to consummate its qualifying transaction by July 19, 2019. Any CSAC Right that has not been converted 

within two (2) years after the completion of CSAC’s qualifying transaction shall be null and void. 

All CSAC Rights are excluded from voting in respect of CSAC’s qualifying transaction. Holders of CSAC Rights 

will retain such CSAC Rights whether they vote for, against or do not vote any CSAC Class A Restricted Voting 

Shares in respect of CSAC’s qualifying transaction and whether or not they redeem all or a portion of such shares.  

The Rights Agreement will provide that the number of Subordinate Voting Shares issuable on conversion of the 

CSAC Rights may be adjusted in certain circumstances, including in the event of a stock dividend, Extraordinary 

Dividend, recapitalization, reorganization, merger or consolidation. The CSAC Rights Agreement also provides the 

mechanism pursuant to which holders of CSAC Rights, including beneficial holders of CSAC Rights held through 

CDS, or its nominee, may convert his, her or its CSAC Rights following the closing of CSAC’s qualifying 

transaction.  

CSAC Rights holders do not have the rights or privileges of holders of shares or any voting rights until the CSAC 

Rights are converted following the closing of the qualifying transaction and such holders receive corresponding 

Subordinate Voting Shares. After the issuance of the corresponding Subordinate Voting Shares upon conversion of 

the CSAC Rights, each holder is expected to be entitled to one vote for each Subordinate Voting Share held of 

record on all matters to be voted on by shareholders.  

The Rights Agent shall, on receipt of a written request of CSAC or holders of not less than 25% of the aggregate 

number of CSAC Rights then outstanding, convene a meeting of holders of CSAC Rights upon at least 21 calendar 

days’ written notice to holders of CSAC Rights. Every such meeting shall be held in Toronto, Ontario or at such 

other place as may be approved or determined by the Rights Agent. A quorum at meetings of holders of CSAC 
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Rights shall be two persons present in person or represented by proxy holding or representing more than 20% of the 

aggregate number of CSAC Rights then outstanding.  

From time to time, CSAC and the Rights Agent, without the consent of the holders of CSAC Rights, may amend or 

supplement the Rights Agreement for certain purposes including curing defects or inconsistencies or making any 

change that does not adversely affect the rights of any holder of CSAC Rights. Any amendment or supplement to the 

Rights Agreement that adversely affects the interests of the holders of CSAC Rights may only be made by an 

“extraordinary resolution”, which is defined in the Rights Agreement as a resolution either (i) passed at a meeting of 

the holders of CSAC Rights by the affirmative vote of holders of CSAC Rights representing not less than two-thirds 

of the aggregate number of the then outstanding CSAC Rights represented at the meeting and voted on such 

resolution, or (ii) adopted by an instrument in writing signed by the holders of CSAC Rights representing not less 

than two-thirds of the aggregate number of the then outstanding CSAC Rights.  

CSAC Rights may only be converted by U.S. Persons who are Qualified Institutional Buyers or accredited investors 

or where CSAC has otherwise availed itself of an exemption from registration under the U.S. Securities Act. 

Exchangeable Shares and Exchange Rights Agreements 

The terms of the Exchange Rights Agreements, Support Agreements and Exchangeable Share Provisions (each as 

defined below), as summarized below, are currently being negotiated and are subject to change. 

For tax reasons, rather than receiving Subordinate Voting Shares, the sellers of the Target Businesses will receive, 

following the closing of the Transaction, Exchangeable Shares of CSAC AcquisitionCo as part of their 

consideration. 

Broadly speaking, the Exchangeable Shares will entitle their holders to dividends and other rights that are, as nearly 

as practical, economically equivalent (without taking into account tax consequences) to those rights attaching to the 

Subordinate Voting Shares. Until its Exchangeable Shares are exchanged for the applicable Subordinate Voting 

Shares pursuant to the Exchange Rights Agreements, or the Exchangeable Share Provisions, holders of 

Exchangeable Shares will not have the right to vote at meetings of Resulting Issuer Shareholders or at meetings of 

the shareholders of CSAC AcquisitionCo, except that they may vote at meetings of the shareholders of CSAC 

AcquisitionCo with respect to altering the rights of holders of any of the Exchangeable Shares, or if CSAC 

AcquisitionCo decides to take certain actions without fully protecting the holders of any of the Exchangeable 

Shares, or as otherwise required by law. The Exchangeable Shares will be exchangeable at any time, on a one-for-

one basis, for Subordinate Voting Shares, at the option of the holder, subject to certain contractual lock-up 

restrictions. Certain ancillary rights, as further described below, will be provided to the holders of the Exchangeable 

Shares pursuant to the terms of the Exchange Rights Agreements. 

Exchangeable Share Procedures 

In connection with each Definitive Agreement, at the Effective Date, CSAC will enter into the corresponding 

Support Agreement as well as an exchange rights agreements with CSAC AcquisitionCo and the respective holders 

of the Exchangeable Shares (an “Exchange Rights Agreement”, and collectively, the “Exchange Rights 

Agreements”) for the benefit of the sellers under each Definitive Agreement, whereby CSAC has agreed to make 

certain covenants in favor of the sellers to protect their rights as holders of Exchangeable Shares. CSAC agrees to 

reserve an amount of applicable Subordinate Voting Shares for issuance upon exchange of the Exchangeable Shares, 

and ensure such shares remain protected from pre-emptive and other rights. Upon notice to CSAC and CSAC 

AcquisitionCo, CSAC will issue such number of applicable Subordinate Voting Shares to a holder of Exchangeable 

Shares in exchange for the Exchangeable Shares of such holder, subject to the terms specified in the Exchange 

Rights Agreements. Additionally, CSAC has an overriding liquidation call right under the Exchange Rights 

Agreements to purchase all, but not less than all, of the Exchangeable Shares from the holders thereof upon a 

proposed liquidation, dissolution or winding-up of CSAC AcquisitionCo, as well as a redemption call right and 

retraction call right on the Exchangeable Shares, in each case for the consideration set forth in such agreements.    
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General 

The Exchangeable Shares, together with the Ancillary Rights (as defined below), are intended to be economically 

equivalent to the applicable Subordinate Voting Shares. The dividends and other rights attaching to the 

Exchangeable Shares, together with the Ancillary Rights, are designed to place holders of Exchangeable Shares, as 

nearly as practicable, in the same economic position as holders of Subordinate Voting Shares), except that the 

holders of Exchangeable Shares will have no right to vote as shareholders of CSAC AcquisitionCo or Resulting 

Issuer Shareholders, except as described in this prospectus. As used in this prospectus, a reference to the phrase 

“economic equivalence” (or words to similar effect) between the Exchangeable Shares and the Subordinate Voting 

Share does not take into account any tax implications or different tax treatment with respect to the Exchangeable 

Shares and the Subordinate Voting Shares, which vary depending upon each holder, such holder’s residence for tax 

purposes and the residence of the paying company.  

The ancillary rights, consisting of the Automatic Exchange Right (as defined below) and the Exchangeable 

Shareholders’ Put Right (as defined below) (collectively, the “Ancillary Rights”), are rights established for the 

benefit of the holders of Exchangeable Shares pursuant to the Exchange Rights Agreements and are intended to 

ensure that such holders have the right to receive the applicable Subordinate Voting Shares in the event of: (i) a 

Liquidation Event (as defined below) (by the operation of the Automatic Exchange Right); or (ii) an Insolvency 

Event (as defined below) (by the operation of the Exchangeable Shareholders’ Put Right). 

In connection with the issuance of the Exchangeable Shares, call rights are provided in favour of CSAC, which are 

triggered in certain circumstances. The call rights, consisting of the Liquidation Call Right, the Redemption Call 

Right and the Retraction Call Right (in each case, as defined below) (collectively, the “Call Rights”), are rights 

established in favour of CSAC to allow it to purchase Exchangeable Shares: (i) in the event of the liquidation, 

dissolution or winding-up of CSAC AcquisitionCo (by the operation of the Liquidation Call Right); or (ii) that 

would otherwise be redeemed by CSAC AcquisitionCo (by the operation of the Redemption Call Right or the 

Retraction Call Right). The consideration received by a holder of Exchangeable Shares will be the same whether 

such holder’s Exchangeable Shares are redeemed by CSAC AcquisitionCo or purchased by CSAC. 

Voting and Dividend Rights 

Holders of Exchangeable Shares will not be entitled to vote at any meeting of the Resulting Issuer Shareholders or 

on any matter or resolution otherwise submitted by CSAC to its shareholders. Also, the Exchangeable Shares will 

have no voting rights in CSAC AcquisitionCo, except that they may vote at meetings of the shareholders of CSAC 

AcquisitionCo with respect to altering the rights of holders of Exchangeable Shares, or if CSAC AcquisitionCo 

decides to take certain actions without fully protecting the holders of all of Exchangeable Shares, or as otherwise 

required by law. 

Holders of Exchangeable Shares will be entitled to receive, subject to applicable law, dividends economically 

equivalent to all dividends paid on the Subordinate Voting Shares. The Support Agreement will restrict CSAC from 

declaring or paying dividends on the Subordinate Voting Shares unless economically equivalent dividends are 

declared and paid on the Exchangeable Shares, subject to applicable law. Cash dividends on the Exchangeable 

Shares are payable in an amount equal to and in the currency of the corresponding cash dividend payable on 

Subordinate Voting Shares, or the U.S. dollar equivalent.  Stock dividends declared on the Subordinate Voting 

Shares to be paid in Subordinate Voting Shares will be satisfied for each Exchangeable Share by the issue or transfer 

of such number of Exchangeable Shares as is equal to the number of Subordinate Voting Shares to be paid on each 

Subordinate Voting Share (or by way of an economically equivalent stock split). Dividends declared on Subordinate 

Voting Shares in property other than cash or Subordinate Voting Shares will be satisfied by such type and amount of 

property for each Exchangeable Share as is the same as, or economically equivalent to, the type and amount of 

property declared as a dividend on each Subordinate Voting Share. The declaration date, record date and payment 

date for dividends on the Exchangeable Shares will be the same as the relevant date for the corresponding dividends 

on the Subordinate Voting Shares. 

The record date for the determination of the holders of Exchangeable Shares entitled to receive payment of, and the 

payment date for, any dividend or distribution declared on the Exchangeable Shares shall be the same dates as the 

record date and payment date, respectively, for the corresponding dividend or distribution declared on the 

Subordinate Voting Shares. 
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Any dividend which should have been declared or paid on the Exchangeable Shares but was not so declared or paid 

due to the provisions of applicable law shall be declared and paid by CSAC AcquisitionCo as soon as payment of 

such dividend is permitted by such law.  

If, on any payment date for any dividends or distributions declared on the Exchangeable Shares, the dividends or 

distributions are not paid in full on all of the Exchangeable Shares then outstanding, any such dividends or 

distributions that remain unpaid shall be paid on the first subsequent date or dates determined by the CSAC 

AcquisitionCo board of directors on which CSAC AcquisitionCo shall have sufficient moneys, assets or other 

property properly applicable to the payment of such dividend or distribution. 

The CSAC AcquisitionCo board of directors shall determine, in good faith and acting reasonably (with the 

assistance of such reputable and qualified independent financial advisors and/or other experts as it may require), 

economic equivalence for these purposes, and shall provide the Exchangeable Shareholders with a copy of a written 

determination of economic equivalence and the underlying calculations supporting such determination and the final 

version of any written report provided by such financial advisors and/or other experts supporting such 

determination, if requested. For greater certainty, the CSAC AcquisitionCo board of directors shall not be under any 

obligation to procure any such assistance in support of their determination of economic equivalence for these 

purposes. 

Ranking and Liquidation Rights 

Except for the exchange features and related rights of the Exchangeable Shares and the fact that the Exchangeable 

Shares are non-voting (except as described in this prospectus), the Exchangeable Shares rank pari passu with the 

CSAC AcquisitionCo common shares. Subject to applicable law and the due exercise by CSAC of its Liquidation 

Call Right, in the event of the liquidation, dissolution or winding-up of CSAC AcquisitionCo, or CSAC 

AcquisitionCo, as applicable, a holder of Exchangeable Shares shall be entitled to receive in respect of each 

Exchangeable Share held by such holder on the effective date (the “Liquidation Date”) of such liquidation, 

dissolution or winding-up, before any distribution of any part of the assets of CSAC AcquisitionCo among the 

holders of the common shares of CSAC AcquisitionCo or any other shares in CSAC AcquisitionCo, an amount per 

Exchangeable Share equal to the Exchangeable Share Consideration applicable on the last business day prior to the 

Liquidation Date (the “Liquidation Amount”). 

On or promptly after the Liquidation Date, and subject to the exercise by CSAC of its Liquidation Call Right in 

accordance with the terms of the Exchange Rights Agreement, CSAC AcquisitionCo shall cause to be delivered to 

the holders of the Exchangeable Shares the Liquidation Amount for each such Exchangeable Share upon 

presentation and surrender of the certificates representing such Exchangeable Shares and a document (in the case of 

a holder who is a U.S. Resident (as defined below)) containing a representation and warranty that the holder is a 

U.S. Resident, together with such other documents and instruments as may be required to effect a transfer of 

Exchangeable Shares under applicable law and the articles and by-laws of CSAC AcquisitionCo at the registered 

office of CSAC AcquisitionCo. Upon such payment of the total Liquidation Amount, the holders of the 

Exchangeable Shares (other than any holder which is an affiliate (as such term is defined in the Exchange Rights 

Agreement) of CSAC) shall thereafter be considered and deemed for all purposes to be holders of the Subordinate 

Voting Shares delivered to them as part or all of the Exchangeable Share Consideration notwithstanding that the 

certificate or certificates representing such Exchangeable Shares have not been delivered by the holder or holders 

thereof to CSAC, and such holders shall not be entitled, in respect of the Exchangeable Shares, to share in any 

further distribution of the assets of CSAC AcquisitionCo. 

For the purposes hereof, a “U.S. Resident” means a person who is a resident of the United States for purposes of the 

Internal Revenue Code of 1986, as amended or, if a partnership, all of whose partners are U.S. Residents, and the 

“Exchangeable Share Consideration” per Exchangeable Share means one Subordinate Voting Share and any 

unpaid dividend entitlements, less applicable withholding taxes. 

Exchange of Exchangeable Shares for Subordinate Voting Shares 

Subject to the exercise by CSAC of its Retraction Call Right, a holder of Exchangeable Shares will be entitled at any 

time following the closing of the Transaction to retract (meaning require CSAC AcquisitionCo to redeem) any or all 

of the Exchangeable Shares held by such holder for a retraction price per share equal to the then Retraction Price (as 
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defined below). A holder of Exchangeable Shares may affect such retraction by presenting: (i) a certificate or 

certificates to CSAC AcquisitionCo or Odyssey Trust Company, acting as CSAC’s transfer agent (or any successor 

thereto), representing the number of Exchangeable Shares the holder desires to retract, duly endorsed in blank; (ii) a 

duly executed request (a “Retraction Request”) indicating the number of Exchangeable Shares the holder desires to 

retract (the “Retracted Shares”) and the date of retraction (the “Retraction Date”) and acknowledging the 

Retraction Call Right; and (iii) such other documents as may be required to effect the retraction of the Retracted 

Shares. 

When a holder requests CSAC AcquisitionCo to redeem Exchangeable Shares, CSAC will have an overriding 

Retraction Call Right to purchase on the Retraction Date all but not less than all of the Retracted Shares, at a 

purchase price per share equal to the then Retraction Price. Upon receipt of a Retraction Request, CSAC 

AcquisitionCo is required to immediately notify CSAC in writing of the Retraction Request. CSAC must then 

advise CSAC AcquisitionCo and the Exchangeable Shareholder within five business days as to whether the 

Retraction Call Right will be exercised. If CSAC advises CSAC AcquisitionCo that CSAC will exercise the 

Retraction Call Right within such five business day period, then, provided the Retraction Request is not validly 

revoked by the holder, the Retraction Request shall be considered to be an offer by the holder to sell the Retracted 

Shares to CSAC in accordance with the Retraction Call Right. 

On and after the close of business on the Retraction Date, the holder of the Retracted Shares shall cease to be a 

holder of such Retracted Shares and shall not be entitled to exercise any of the rights of a holder in respect thereof, 

other than the right to receive the Retraction Price, unless upon presentation and surrender of certificates in 

accordance with the foregoing provisions, payment of the total Retraction Price payable to such holder shall not be 

made, in which case the rights of such holder shall remain unaffected until the total Retraction Price has been paid in 

the manner hereinbefore provided. On and after the close of business on the Retraction Date, provided that 

presentation and surrender of certificates and payment of the total Retraction Price has been made in accordance 

with the foregoing provisions, the holder of the Retracted Shares so redeemed by CSAC AcquisitionCo shall 

thereafter be considered and deemed for all purposes to be a holder of the Subordinate Voting Shares delivered to 

such holder. 

Notwithstanding the foregoing, CSAC AcquisitionCo shall not be obligated to redeem Retracted Shares specified by 

a holder in a Retraction Request to the extent that such redemption of Retracted Shares would be contrary to 

solvency requirements or other provisions of applicable law. If CSAC AcquisitionCo believes that on any Retraction 

Date it would not be permitted by any of such provisions to redeem the Retracted Shares tendered for redemption on 

such date, CSAC AcquisitionCo shall only be obligated to redeem Retracted Shares to the extent of the maximum 

number that may be so redeemed (rounded down to the next whole number of shares) as would not be contrary to 

such provisions. In any case in which the redemption by CSAC AcquisitionCo of Retracted Shares would be 

contrary to solvency requirements or other provisions of applicable law, and more than one holder has duly 

delivered a Retraction Request, CSAC AcquisitionCo shall redeem Retracted Shares on a pro rata basis. Provided 

that the Retraction Request is not revoked by the holder, the holder of any such Retracted Shares not redeemed by 

CSAC AcquisitionCo as a result of solvency requirements or other provisions of applicable law shall be deemed by 

giving the Retraction Request to require CSAC to purchase such Retracted Shares from such holder on the 

Retraction Date or as soon as practicable thereafter on payment by CSAC to such holder of the Retraction Price for 

each such Retracted Share.  

For the purposes hereof, the “Retraction Price” per Exchangeable Share means one Subordinate Voting Share and 

any unpaid dividend entitlements, less applicable withholding taxes.  

It is anticipated that upon exchange of the Exchangeable Shares into Subordinate Voting Shares and any other event 

requiring the issuance of Subordinate Voting Shares, CSAC Holding Inc., the parent company of CSAC 

AcquisitionCo, will be issued an equivalent number of voting common shares of CSAC AcquisitionCo. 

Redemption Rights 

Subject to applicable law, and provided that CSAC has not exercised the Redemption Call Right or an Exchangeable 

Shareholder has not exercised the Exchangeable Shareholders’ Put Right pursuant to the Exchange Rights 

Agreement, upon the occurrence of a Redemption Event (as defined below), CSAC AcquisitionCo shall have the 

right to redeem all but not less than all of the then outstanding Exchangeable Shares for an amount per 
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Exchangeable Share equal to the Exchangeable Share Consideration on the last business day prior to the 

Redemption Date  (the “Redemption Price”).  “Redemption Date” means the date for redemption as established in 

accordance with the terms of the Exchangeable Shares. 

In the case of a proposed redemption by CSAC AcquisitionCo of Exchangeable Shares, CSAC AcquisitionCo shall: 

(a) at least 15 days before the Redemption Date (other than a Redemption Date established in 

connection with a Control Transaction (as defined below)), notify CSAC in writing (the 

“Redemption Notice”) of the intention of CSAC AcquisitionCo to redeem the Exchangeable 

Shares; and 

(b) at least 10 days before the Redemption Date (other than a Redemption Date established in 

connection with a Control Transaction), send or cause to be sent to CSAC and each holder of 

Exchangeable Shares a notice in writing (the “Shareholder Redemption Notice”) of the proposed 

redemption by CSAC AcquisitionCo of the Exchangeable Shares held by such holder. 

In the case of a Redemption Date established in connection with a Control Transaction, the Redemption Notice and 

the Shareholder Redemption Notice must be sent on or before the Redemption Date, on as many days prior written 

notice as may be determined by the CSAC AcquisitionCo board of directors, to be reasonably practicable in the 

circumstances (provided that at least ten business days’ notice is given). In any such case, such notice shall set out 

the Redemption Date. 

On the Redemption Date and subject to the exercise by CSAC of the Redemption Call Right or the exercise of the 

Exchangeable Shareholders’ Put Right pursuant to the Exchange Rights Agreement, CSAC AcquisitionCo shall 

cause to be delivered to the holders of the Exchangeable Shares to be redeemed the Exchangeable Share 

Consideration representing the full Redemption Price for each such Exchangeable Share, upon presentation and 

surrender at the registered office of CSAC AcquisitionCo of the certificates representing such Exchangeable Shares, 

together with such other documents and instruments as may be required to effect a transfer of Exchangeable Shares 

under the applicable law and (in the case of a holder who is a U.S. Resident) a representation and warranty by such 

holder of Exchangeable Shares to be redeemed that such holder is a U.S. Resident. On and after the Redemption 

Date, the holders of the Exchangeable Shares called for redemption shall cease to be holders of such Exchangeable 

Shares and shall not be entitled to exercise any of the rights of holders in respect thereof, other than the right to 

receive their proportionate part of the total Redemption Price, unless payment of the total Redemption Price 

delivered to a holder for such Exchangeable Shares shall not be made upon presentation and surrender of share 

certificates in accordance with the foregoing provisions, in which case the rights of the holders shall remain 

unaffected until the total Redemption Price has been paid in the manner hereinbefore provided. Upon such payment 

of the total Redemption Price, the holders of the Exchangeable Shares shall thereafter be considered and deemed for 

all purposes to be holders of the Subordinate Voting Shares delivered to them. 

For the purposes hereof, a “Redemption Event” means (a) the occurrence of a Control Transaction, (b) the 

occurrence of an Insolvency Event, (c) the day upon which U.S. tax legislation is amended and becomes effective 

such that all U.S. Resident holders of Exchangeable Shares may receive Subordinate Voting Shares in exchange for 

their Exchangeable Shares on a tax-deferred basis for U.S. income tax purposes, or (d) the seventh anniversary of 

the closing or any date thereafter; a “Control Transaction” means any of the following: (i) any person or group of 

persons acting jointly or in concert (within the meaning of NI 62-104) acquires, directly or indirectly, control (as 

defined in NI 62-104) of CSAC; (ii) the shareholders of CSAC shall have approved merger, consolidation, 

recapitalization or reorganization of CSAC, or, if shareholder approval is not sought or obtained, any such 

transaction shall have been consummated, in either case other than any such transaction which would result in at 

least 50% of the total voting power represented by the voting securities of the resulting entity outstanding 

immediately after such transaction being beneficially owned by holders of outstanding voting securities of CSAC 

immediately prior to the transaction, with the voting power of each such continuing holder relative to such other 

continuing holders being not altered substantially in the transaction; or (iii) the shareholders of CSAC shall approve 

an agreement for the sale or disposition by CSAC of all or substantially all of CSAC’s assets; and an “Insolvency 

Event” means the institution by CSAC AcquisitionCo of any proceeding to be adjudicated a bankrupt or insolvent 

or to be liquidated, dissolved or wound-up, or the consent of CSAC AcquisitionCo to the institution of bankruptcy, 

insolvency, liquidation, dissolution or winding up proceedings against it, or the filing of a petition, answer or 

consent seeking liquidation, dissolution or winding up under any bankruptcy, insolvency or analogous laws in any 
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jurisdiction, and the failure by CSAC AcquisitionCo to contest in good faith any such proceedings instituted by any 

person other than CSAC AcquisitionCo commenced in respect of CSAC AcquisitionCo within 30 days of becoming 

aware thereof, or the consent by CSAC AcquisitionCo to the filing of any such petition or to the appointment of a 

receiver, or the making by CSAC AcquisitionCo of a general assignment for the benefit of creditors, or the 

admission in writing by CSAC AcquisitionCo of its inability to pay its debts generally as they become due, or 

CSAC AcquisitionCo not being permitted, pursuant to solvency requirements of applicable law, to purchase any 

Retracted Shares (as defined below). 

Purchase for Cancellation   

Subject to applicable law, CSAC AcquisitionCo may at any time and from time to time purchase for cancellation all 

or any part of the Exchangeable Shares by private contract with any holder of Exchangeable Shares at any price 

agreed to between CSAC AcquisitionCo and such holder of Exchangeable Shares.  

Amendments and Approval 

The rights, privileges, restrictions and conditions attaching to the Exchangeable Shares in the Exchange Rights 

Agreements may be added to, changed or removed but only with the approval of CSAC and the holders of the 

Exchangeable Shares given as hereinafter specified. 

Any approval given by the holders of the Exchangeable Shares to add to, change or remove any right, privilege, 

restriction or condition attaching to the Exchangeable Shares or any other matter requiring the approval or consent 

of the holders of the Exchangeable Shares shall be deemed to have been sufficiently given if it shall have been given 

in accordance with applicable law subject to a minimum requirement that such approval be evidenced by resolution 

passed by not less than two-thirds of the votes cast on such resolution at a meeting of holders of Exchangeable 

Shares duly called and held at which the holders of at least 50% of the outstanding Exchangeable Shares at that time 

are present or represented by proxy. If at any such meeting the holders of at least 50% of the outstanding 

Exchangeable Shares at that time are not present or represented by proxy within one-half hour after the time 

appointed for such meeting, then the meeting shall be adjourned to such date not less than five days thereafter and to 

such time and place as may be designated by the Chairman of such meeting. At such adjourned meeting the holders 

of Exchangeable Shares present or represented by proxy thereat shall form a quorum and may transact the business 

for which the meeting was originally called and a resolution passed thereat by the affirmative vote of not less than 

two-thirds of the votes cast on such resolution at such meeting shall constitute the approval or consent of the holders 

of the Exchangeable Shares. In certain circumstances, the holders of the Exchangeable Shares of each of CSAC 

AcquisitionCo and CSAC AcquisitionCo MA may vote together. 

Certain Restrictions 

So long as any of the Exchangeable Shares are outstanding, CSAC AcquisitionCo shall not at any time without, but 

may at any time with, the approval of the holders of the Exchangeable Shares by special resolution: 

(a) amend the articles of CSAC AcquisitionCo; or 

(b) initiate the voluntary liquidation, dissolution or winding-up of CSAC AcquisitionCo, nor take any 

action or omit to take any action that is designed to result in the liquidation, dissolution or 

winding-up of CSAC AcquisitionCo.  

Reciprocal Changes  

Except for the issuance of employee incentive stock-based compensation in accordance with the terms of any 

employee stock option plan, in the event that CSAC, without the prior approval of CSAC AcquisitionCo and the 

prior approval of the holders of the Exchangeable Shares given by special resolution: 

(a) issues or distributes Subordinate Voting Shares (or securities exchangeable for or convertible into 

or carrying rights to acquire Subordinate Voting Shares to the holders of the then outstanding 

Subordinate Voting Shares by way of stock dividend or other distribution, other than an issue of 

Subordinate Voting Shares pursuant to a distribution which is accompanied by an economically 
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equivalent distribution on the Exchangeable Shares as described under “Corporate Structure – 

Exchangeable Shares and Exchange Rights Agreements – Voting and Dividend Rights” above or 

an issue of Subordinate Voting Shares (or securities exchangeable for or convertible into or 

carrying rights to acquire Subordinate Voting Shares) to holders of Subordinate Voting Shares 

who exercise an option to receive dividends of Subordinate Voting Shares (or securities 

exchangeable for or convertible into or carrying rights to acquire Subordinate Voting Shares) in 

lieu of receiving cash dividends, provided that the holders of Exchangeable Shares shall receive 

the same option to either receive such cash dividends or receive dividends of Subordinate Voting 

Shares (or securities exchangeable for or convertible into or carrying rights to acquire Subordinate 

Voting Shares or have their Exchangeable Shares sub-divided as provided above, all as applicable 

and without duplication; 

(b) issues or distributes rights, options or warrants to the holders of the then outstanding Subordinate 

Voting Shares entitling them to subscribe for or to purchase Subordinate Voting Shares (or 

securities exchangeable for or convertible into or carrying rights to acquire Subordinate Voting 

Shares, all as applicable and without duplication); or 

(c) issues or distributes to the holders of the then outstanding Subordinate Voting Shares:  

(i) shares or securities of CSAC of any class other than Subordinate Voting Shares; 

(ii) rights, options or warrants other than those referred to in clause (b); 

(iii) evidences of indebtedness of CSAC; or 

(iv) assets of CSAC; 

Each of CSAC AcquisitionCo will provide at least five business days’ prior notice to the holders 

of Exchangeable Shares and will ensure that the economic equivalent on a per share basis of such 

Subordinate Voting Shares (or securities exchangeable for or convertible into or carrying rights to 

acquire Subordinate Voting Shares), rights, options, securities, shares, evidences of indebtedness 

or other assets is issued or distributed simultaneously to holders of the Exchangeable Shares, all as 

applicable and without duplication. 

In the event that CSAC, without the prior approval of CSAC AcquisitionCo and the prior approval of the holders of 

the Exchangeable Shares given by special resolution: 

(a) subdivides, redivides or changes the then outstanding Subordinate Voting Shares into a greater 

number of Subordinate Voting Shares; 

(b) reduces, combines, consolidates or changes the then outstanding Subordinate Voting Shares into a 

lesser number of Subordinate Voting Shares; or 

(c) reclassifies or otherwise changes the Subordinate Voting Shares or effects an amalgamation, 

merger, reorganization or other similar transaction affecting the Subordinate Voting Shares; 

CSAC AcquisitionCo will ensure that the same or an economically equivalent change as effected 

in respect of the Subordinate Voting Shares shall simultaneously be made to, or in, the rights of 

the holders of the Exchangeable Shares. 

Grant of Exchange Rights  

Subject to CSAC’s Call Rights under the Exchange Rights Agreement, CSAC will grant to each of the 

Exchangeable Shareholders the right, exercisable upon the occurrence and during the continuance of: (i) an 

Insolvency Event, or (ii) subject to the Liquidation Call Right and Redemption Call Right, any event causing the 

automatic exchange of the Exchangeable Shares for Subordinate Voting Shares or requiring the Exchangeable 

Shareholders to exchange their Exchangeable Shares for Subordinate Voting Shares (each an “Exchangeable 

Shareholder Put Event”), to require CSAC to purchase from such Exchangeable Shareholder all or any part of the 
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Exchangeable Shares held by such Exchangeable Shareholder (the “Exchanged Shares”), all in accordance with the 

provisions of the Exchange Rights Agreement and the share terms of CSAC AcquisitionCo governing the 

Exchangeable Shares (the “Exchangeable Share Provisions”) (the “Exchangeable Shareholders’ Put Right”). 

The purchase price payable by CSAC for each Exchangeable Share to be purchased by CSAC upon the exercise of 

the Exchangeable Shareholders’ Put Right shall be an amount per Exchangeable Share equal to the Exchangeable 

Share Consideration. 

CSAC will also grant the Automatic Exchange Right to the Exchangeable Shareholders. 

Automatic Exchange Right on Liquidation of CSAC 

CSAC will give each Exchangeable Shareholder written notice of each of the following events (each a “Liquidation 

Event”) at the time set forth below: 

(a) in the event of any determination by the Resulting Issuer Board to institute voluntary liquidation, 

dissolution or winding-up proceedings with respect to CSAC or to affect any other distribution of 

assets of CSAC among its stockholders for the purpose of winding up its affairs, at least 30 days 

prior to the proposed effective date of such liquidation, dissolution, winding-up or other 

distribution; and 

(b) as soon as practicable following the earlier of: 

(i) receipt by CSAC of notice of; and 

(ii) CSAC’s otherwise becoming aware of, 

any threatened or instituted claim, suit, petition or other proceedings with respect to the 

involuntary liquidation, dissolution or winding-up of CSAC or to affect any other distribution of 

assets of CSAC among its stockholders for the purpose of winding up its affairs, in each case 

where CSAC has failed to contest in good faith any such proceeding commenced in respect of 

CSAC within 30 days of becoming aware thereof. 

Such notice shall include a brief description of the automatic exchange of Exchangeable Shares for Subordinate 

Voting Shares (the “Automatic Exchange Right”). 

In order for the Exchangeable Shareholders to participate on a pro-rata basis with the holders of the Subordinate 

Voting Shares in the distribution of assets of CSAC in connection with a Liquidation Event, immediately prior to the 

effective date of a Liquidation Event (the “Liquidation Event Effective Date”), subject to each of the Liquidation 

Call Right and Exchangeable Shareholders’ Put Right (if applicable) not having been exercised, each of the then 

outstanding Exchangeable Shares shall be automatically exchanged for Subordinate Voting Shares. To effect such 

automatic exchange, CSAC shall be deemed to have purchased each Exchangeable Share outstanding on the 

Liquidation Event Effective Date held by Exchangeable Shareholders, and each Exchangeable Shareholder shall be 

deemed to have sold the Exchangeable Shares held by it at such time to CSAC, for an amount per share equal to the 

Exchangeable Share Consideration applicable on the business day prior to the Liquidation Event Effective Date. 

Liquidation Call Right 

CSAC shall have the overriding right (the “Liquidation Call Right”), in the event of and notwithstanding the 

proposed liquidation, dissolution or winding-up of CSAC and notwithstanding the Exchangeable Share Provisions, 

to purchase from all, but not less than all, of the Exchangeable Shareholders (other than any Exchangeable 

Shareholder which is an affiliate of CSAC) on the Liquidation Date all, but not less than all, of the Exchangeable 

Shares held by each such Exchangeable Shareholder on payment by CSAC to each such Exchangeable Shareholder 

an amount per Exchangeable Share equal to the Exchangeable Share Consideration applicable on the business day 

prior to the Liquidation Date (the “Liquidation Call Purchase Price”). In the event of the exercise of the 

Liquidation Call Right by CSAC, each Exchangeable Shareholder (other than any Exchangeable Shareholder which 

is an affiliate of CSAC) shall be obligated to sell all the Exchangeable Shares held by such Exchangeable 
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Shareholder to CSAC on the Liquidation Date on payment by CSAC to the Exchangeable Shareholder of the 

Liquidation Call Purchase Price, less any applicable withholding taxes, for each such Exchangeable Share and 

CSAC AcquisitionCo shall have no obligation to pay the Liquidation Amount to the holders of such Exchangeable 

Shares so purchased by CSAC. 

Redemption Call Right  

Upon the receipt of a Redemption Notice, CSAC shall have the overriding right (the “Redemption Call Right”), 

notwithstanding the proposed redemption of the Exchangeable Shares by CSAC pursuant to the Exchangeable Share 

Provisions, to purchase from all but not less than all of the Exchangeable Shareholders (other than any 

Exchangeable Shareholder which is an affiliate of CSAC) on the Redemption Date or, if the Exchangeable Shares 

have not otherwise been redeemed or retracted by such date, any date following the Redemption Date (the “Later 

Redemption Date”), all but not less than all of the Exchangeable Shares held by each such holder on payment by 

CSAC to each Exchangeable Shareholder an amount per Exchangeable Share (the “Redemption Call Purchase 

Price”) equal to the Exchangeable Share Consideration on the last business day prior to the Redemption Date or the 

Later Redemption Date, as applicable. In the event of the exercise of the Redemption Call Right by CSAC, each 

Exchangeable Shareholder shall be obligated to sell all the Exchangeable Shares held by the Exchangeable 

Shareholder to CSAC on the Redemption Date or the Later Redemption Date, as applicable, on payment by CSAC 

to the Exchangeable Shareholder of the Redemption Call Purchase Price for each such Exchangeable Share, and 

CSAC AcquisitionCo shall have no obligation to redeem such Exchangeable Shares so purchased by CSAC. 

Retraction Call Right  

Upon receipt by CSAC of a Retraction Request, CSAC AcquisitionCo shall immediately notify CSAC in writing 

thereof (a “Retraction Call Notice”) and shall provide to CSAC a copy of the Retraction Request. Upon receipt by 

CSAC of a Retraction Call Notice, CSAC shall have the right (the “Retraction Call Right”), notwithstanding the 

Exchangeable Share Provisions, to purchase from each such Exchangeable Shareholder that has delivered a 

Retraction Request, on the Retraction Date, all but not less than all of the Exchangeable Shares held by such holder 

on payment by CSAC to each such Exchangeable Shareholder an amount per Exchangeable Share equal to the 

Exchangeable Share Consideration on the last business day prior to the Retraction Date. 

CSAC Shareholder Information 

CSAC, its affiliates or its representatives shall promptly mail or cause to be mailed (or otherwise communicate in 

the same manner as CSAC utilizes in communications to Resulting Issuer Shareholders, subject to applicable 

regulatory requirements) to each of the Exchangeable Shareholders copies of all mailings and communications that 

it sends to Resulting Issuer Shareholders, such mailing or communication to commence on or about the same day as 

the mailing or notice (or other communication) with respect thereto is commenced by CSAC to the Resulting Issuer 

Shareholders.  

Any written materials distributed by CSAC shall be sent by mail (or otherwise communicated in the same manner as 

CSAC utilizes in communications to the Resulting Issuer Shareholders, subject to applicable regulatory 

requirements) to each Exchangeable Shareholder at its address as shown on the books of  CSAC AcquisitionCo. 

Lock-up and Transfer Restrictions Applicable to the Exchangeable Shareholders 

 

For a description of the lock-up restrictions, see “Corporate Structure – Definitive Agreements – Sira Agreement”, 

“Corporate Structure – Definitive Agreements – Canopy Agreement”, “Corporate Structure – Definitive 

Agreements – Washoe Agreement”, “Corporate Structure – Definitive Agreements – LivFree Agreement” and 

“Corporate Structure – Definitive Agreements – Cannapunch Agreement”. 

Management Services Agreements 

The management services agreements (the “Management Services Agreements”) set out the terms by which a 

CSAC affiliate (the “Service Company”) will, as an independent contractor, provide services that are necessary for 

the day-to-day administration and management of the Canopy, Washoe and LivFree cannabis business operations 

until such time as each of Canopy, Washoe and LivFree, respectively, has obtained all regulatory consents for 
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license transfers or a change of control and the related transactions contemplated under the Canopy Agreement, 

Washoe Agreement and LivFree Agreement (as applicable) have been completed.  The Management Services 

Agreement for LivFree will be with respect to cannabis business operations in Washoe County and the City of Reno 

only.  The Service Company will act as an agent for Canopy, Washoe and LivFree and will have an exclusive 

special power of attorney in connection with billing, collection, banking, appointment and removal of officers and 

directors of Canopy, Washoe and LivFree and the other services provided under the Management Services 

Agreement. The Service Company will provide assistance with respect to personnel matters, training, cultivation, 

regulatory compliance, insurance, accounting, tax matters, financial and bank reporting, budgets, expenditures, 

contract negotiation, billing and collections (including the right to endorse checks in the name of Canopy, Washoe 

and LivFree, respectively, and to make deposits to their accounts), support services, real estate leases, construction 

and build-out, litigation management, marketing, advertising and public relations, information technology and 

computer systems, and supplies. Each of Canopy, Washoe and LivFree will direct their banks to sweep all funds in 

its applicable accounts to the Service Company’s account on a daily basis. 

Subject to the terms of the Management Services Agreement, Canopy, Washoe and LivFree will have ultimate 

authority over their operations, including from a regulatory perspective. However, under the respective Management 

Services Agreement, Canopy, Washoe and LivFree will require the Service Company’s consent to the issuance, 

transfer or pledge of any equity of Canopy, Washoe and LivFree, distributions to members, any consolidation, 

conversion, merger or membership exchange, any sale, pledge, lease, encumbrance, transfer or other distribution of 

assets, any purchase of assets at an aggregate cost of more than $1,000, any incurrence of debt of more than $1,000, 

any reclassification or recapitalization of membership interests, any redemption or purchase of membership 

interests, any dissolution or liquidation, the engagement, modification or termination of any employment or 

independent contractor relationship with compensation in excess of $5,000 per year, the entering into any contract 

with payment greater than $1,000, the creation of any indebtedness or other obligations to or from members, any act 

outside the ordinary course of business, or the engagement of any other person to provide services of the type to be 

provided by the Service Company under the Management Services Agreement. 

Canopy’s, Washoe’s and LivFree’s applicable revenue will be allocated in the following order: (i) first to its direct 

costs and operating expenses, (ii) then to the Service Company’s direct and indirect expenses, and (iii) then to a 

monthly management fee payable to the Service Company, designed to approximate 100% of the anticipated net 

profits, before taxes). All financial transactions will be recorded in accordance with IFRS consistently applied. The 

Service Company will prepare annual budgets for each of Canopy’s, Washoe’s and LivFree’s approval, not to be 

unreasonably withheld, delayed or conditioned.  To the extent the Service Company has funds available, it will loan 

them to Canopy, Washoe and/or LivFree under a credit and security agreement to make up any shortfalls in working 

capital, for budgeted capital expenditures and for budgeted expansion. The applicable Canopy NewCo, Washoe 

NewCo, and LivFree NewCo will license its intellectual property and other assets to Canopy, Washoe and LivFree, 

respectively, so that each of them may continue their applicable cannabis business operations, to be managed by the 

Service Company under the Management Services Agreement.   

Unless terminated early in accordance with its terms, the Management Services Agreement will be for a 20 year 

term with automatic five year renewals. The Service Company may terminate the Management Services Agreement 

upon: the conviction of Canopy, Washoe or LivFree (as applicable), or any member or anyone employed or engaged 

by any of them (as applicable), of any crime punishable as a felony under federal or State law; any transfer of 

Canopy, Washoe or LivFree membership interests (as applicable) without the approval of the Service Company; any 

merger, consolidation, reorganization, conversion, sale, liquidation, dissolution or disposition or substantially all 

membership interests or assets of Canopy, Washoe or LivFree (as applicable) without the approval of the Service 

Company; any failure to timely pay the management fee; any change in scope of operations without the approval of 

the Service Company; any breach by Canopy’s, Washoe’s or LivFree’s (as applicable) of the Management Services 

Agreement; or any failure to obtain regulatory consent for a license transfer or change of control. The Management 

Services Agreement may also be terminated by mutual consent, by either party upon a bankruptcy filing or 

insolvency of the other party, by either party for the other party’s material breach that is not cured within 60 days or 

if a non-monetary breach not capable of cure within 60 days, failure to commence a cure within 60 days and 

continuation of that cure. All management fees become due upon termination.  
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The Service Company will be granted complete access to all information with respect to Canopy, Washoe and 

LivFree. The Service Company may operate other competing businesses. The Management Services Agreements 

will be governed by Nevada law. 

Operations Agreement 

An operations agreement (the “Operations Agreement”) will be entered into by LivFree and LivFree NewCo, in 

lieu of a Management Services Agreement between LivFree and a CSAC affiliate, for those Nevada localities 

(Henderson County, unincorporated Clark County and the City of Las Vegas) where cannabis business support 

licenses cannot be obtained in a timely fashion. Under the Operations Agreement, LivFree will provide the services 

that are necessary for the day-to-day administration and management of LivFree cannabis business operations in 

Henderson County, unincorporated Clark County and the City of Las Vegas, until such time as all applicable 

cannabis licenses have been properly approved for transfer, or the change of control of LivFree has been approved, 

by all regulatory authorities and the transactions contemplated under the LivFree Agreement have been 

completed. LivFree will remove all officers and managers except Steve Menzies (who will be a director of CSAC as 

of the Closing) and will appoint Mark Smith (who is a director of CSAC) as an officer of LivFree. The signature of 

both Steve Menzies and Mark Smith will be required for all checks and other banking transactions in excess of 

$1,000. LivFree will grant LivFree NewCo an exclusive special power of attorney with respect to removal and 

replacement of officers and managers of LivFree. All income earned from that portion of the LivFree cannabis 

business to be managed by Livfree under the operations agreement will remain in LivFree, subject to prohibitions on 

distributions, and will not be available for distribution to CSAC and/or its affiliates prior to the transfer of the 

underlying licenses. In the unlikely event that the license transfer approvals in MA are ultimately not able to be 

obtained, CSAC would not become entitled to such income in question and could be materially adversely affected. 

See “Risk Factors – Reliance on Management Services Agreements and Operations Agreement with Subsidiaries 

and Affiliates could adversely affect prospects and results.” 

Subject to the terms of the Operations Agreement, LivFree will have ultimate authority over its operations. 

However, under the Operations Agreement, LivFree will require LivFree NewCo’s consent to the issuance, transfer 

or pledge of any equity of LivFree, distributions to members, any consolidation, conversion, merger or membership 

exchange, any sale, pledge, lease, encumbrance, transfer or other distribution of assets, any purchase of assets at an 

aggregate cost of more than $1,000, any incurrence of debt of more than $1,000, any reclassification or 

recapitalization of membership interests, any redemption or purchase of membership interests, any dissolution or 

liquidation, the engagement, modification or termination of any employment or independent contractor relationship 

with compensation in excess of $5,000 per year, the entering into any contract with payment greater than $1,000, the 

creation of any indebtedness or other obligations to or from members, any act outside the ordinary course of 

business, or the engagement of any other person to provide services of the type to be provided by LivFree under the 

Operations Agreement. 

All financial transactions will be recorded in accordance with IFRS consistently applied. LivFree will prepare 

annual budgets for LivFree NewCo’s approval.  To the extent LivFree NewCo or any CSAC affiliate has funds 

available, it may choose to loan them to LivFree under a credit and security agreement to make up any shortfalls in 

working capital, for budgeted capital expenditures and for budgeted expansion. LivFree NewCo will license its 

intellectual property and other assets to LivFree so that LivFree may continue its cannabis business operations under 

the Operations Agreement.  

Unless terminated early in accordance with its terms, the Operations Agreement will be for a 20 year term with 

automatic 5 year renewals. LivFree NewCo may terminate the Operations Agreement upon: the conviction of 

LivFree, or any member or anyone employed or engaged by LivFree, of any crime punishable as a felony under 

federal or State law; any transfer of LivFree membership interests without the approval of LivFree NewCo; any 

merger, consolidation, reorganization, conversion, sale, liquidation, dissolution or disposition or substantially all 

membership interests or assets of LivFree without the approval of LivFree NewCo; any change in scope of 

operations without the approval of LivFree NewCo; any breach by LivFree of the Operations Agreement; or any 

failure to obtain regulatory consent for a license transfer or change of control. The Operations Agreement may also 

be terminated by mutual consent, by either party, upon a bankruptcy filing or insolvency of the other party, by either 

party for the other party’s material breach that is not cured within 60 days or if a non-monetary breach not capable 

of cure within 60 days, failure to commence a cure within 60 days and the continuation of that cure. 
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LivFree NewCo will be granted complete access to all information with respect to LivFree.  LivFree will provide 

periodic financial and management reports to LivFree NewCo. The Operations Agreement will be governed by 

Nevada law. Enforcement of CSAC’s protections under the Operations Agreement and other related agreements is 

dependent on continuing validity and enforceability of those agreements. If such agreements are found to be invalid 

or unenforceable, or are terminated by the counter-party, this could have a material adverse effect on the business, 

prospects, financial condition, and operating results. See “Risk Factors – Reliance on Management Services 

Agreements and Operations Agreement with Subsidiaries and Affiliates could adversely affect prospects and 

results.” 

CANNABIS MARKET OVERVIEW 

On February 8, 2018, the Canadian Securities Administrators revised their previously released Staff Notice 51-352, 

which provides specific disclosure expectations for issuers that currently have, or are in the process of developing, 

cannabis-related activities in the United States as permitted within a particular State’s regulatory framework. All 

issuers with U.S. cannabis-related activities are expected to clearly and prominently disclose certain prescribed 

information in prospectus filings and other required disclosure documents. As a result of the Target Businesses’ 

existing operations in Nevada and Massachusetts, CSAC provides the following disclosure: 

The legalization and regulation of marijuana for medical use is being implemented at the State level in the United 

States. State laws regulating cannabis are in direct conflict with the federal Controlled Substances Act (the 

“Substances Act”), which makes cannabis use and possession federally illegal. Although certain States and 

territories of the U.S. authorize medical or adult-use cannabis production and distribution by licensed or registered 

entities, under U.S. federal law, the possession, use, cultivation, and transfer of cannabis and any related drug 

paraphernalia is illegal and any such acts are criminal acts under federal law under any and all circumstances under 

the Substances Act. Although the Target Businesses’ activities are compliant with applicable United States State and 

local law, strict compliance with State and local laws with respect to cannabis may neither absolve CSAC of liability 

under United States federal law, nor may it provide a defense to any federal proceeding which may be brought 

against CSAC. The risk of federal enforcement and other risks associated with CSAC’s business are described under 

“Risk Factors”. 

The following table is intended to assist readers in identifying those parts of this prospectus that address the 

disclosure expectations outlined in Staff Notice 51-352 (Revised) - Issuers with U.S. Marijuana-Related Activities 

issued by the Canadian Securities Administrators for issuers that currently have marijuana-related activities in U.S. 

States where such activity has been authorized within a State regulatory framework. 

Industry 

Involvement 

Specific Disclosure Necessary to Fairly Present all 

Material Facts, Risks and Uncertainties 
Prospectus Cross-Reference 

All Issuers with U.S. 

Marijuana- Related 

Activities 

Describe the nature of the issuer’s involvement in 

the U.S. marijuana industry and include the 

disclosures indicated for at least one of the direct, 

indirect and ancillary industry involvement types 
noted in this table. 

- Narrative Description of the Business of 
CSAC 

- The Business of the Target Businesses 

 Prominently State that marijuana is illegal under 

U.S. federal law and that enforcement of relevant 
laws is a significant risk. 

- Cannabis Market Overview (disclosure in 

bold typeface) 

- Cannabis Market Overview – Legal and 

Regulatory Matters – United States Federal 

Overview – United States Federal Overview 

-Cannabis Market Overview – Legal and 

Regulatory Matters – United States Federal 

Overview – U.S. Federal Enforcement 
Priorities 

- Risk Factors – The approach to the 

enforcement of cannabis laws may be subject 

to change or may not proceed as previously 
outlined 

 Discuss any statements and other available guidance 

made by federal authorities or prosecutors regarding 

- Cannabis Market Overview – Legal and 

Regulatory Matters – United States Federal 
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Industry 

Involvement 

Specific Disclosure Necessary to Fairly Present all 

Material Facts, Risks and Uncertainties 
Prospectus Cross-Reference 

the risk of enforcement action in any jurisdiction 

where the issuer conducts U.S. marijuana-related 

activities. 

Overview – United States Federal Overview 

 Outline related risks including, among others, the 

risk that third-party service providers could suspend 

or withdraw services and the risk that regulatory 

bodies could impose certain restrictions on the 
issuer’s ability to operate in the U.S. 

- Risk Factors – Service providers could 

suspend or withdraw service 

- Risk Factors - While legal under applicable 

U.S. State law, CSAC’s business activities are 
illegal under U.S. federal law 

 Given the illegality of marijuana under U.S. federal 

law, discuss the issuer’s ability to access both public 

and private capital and indicate what financing 

options are / are not available in order to support 

continuing operations. 

- Cannabis Market Overview - Ability to 

Access Public and Private Capital 

- Risk Factors – CSAC may be subject to 

restricted access to banking in the United 
States and Canada 

- Risk Factors – CSAC’s investments in the 

U.S. are subject to applicable anti-money 
laundering laws and regulations 

 Quantify the issuer’s balance sheet and operating 

statement exposure to U.S. marijuana related 
activities. 

- Cannabis Market Overview – Exposure to 

U.S. Marijuana Related Activities 

 Disclose if legal advice has not been obtained, either 

in the form of a legal opinion or otherwise, regarding 

(a) compliance with applicable State regulatory 

frameworks and (b) potential exposure and 

implications arising from U.S. federal law. 

In Nevada, each of the applicable Target 

Businesses has received and continues to 

receive legal input regarding (a) compliance 

with applicable state regulatory frameworks 

and (b) potential exposure and implications 

arising from U.S. federal law in certain 

respects. Each of the Target Businesses 

receives such advice on an ongoing basis but 

does not have a formal legal opinion on such 
matters. 

In MA, Sira has, on an on-going basis, 

internally reviewed applicable MA laws and 

regulations relating to the cultivation, 

manufacture, distribution and sale of cannabis 

and cannabis products and has internally 

analyzed its exposure to U.S. federal law. Sira 

receives such advice on an ongoing basis but 

does not have a formal legal opinion on such 
matters. 

U.S. Marijuana Issuers 

with direct 

involvement in 

cultivation or 

distribution 

Outline the regulations for U.S. States in which the 

issuer operates and confirm how the issuer complies 

with applicable licensing requirements and the 

regulatory framework enacted by the applicable U.S. 

State. 

- The Business of the Target Businesses 

- Cannabis Market Overview – Legal and 

Regulatory Matters – Nevada State Level 
Overview 

- Cannabis Market Overview – Legal and 

Regulatory Matters – Massachusetts State 
Level Overview 

- Cannabis Market Overview – Compliance 
with State Regulatory Frameworks 

 Discuss the issuer’s program for monitoring 

compliance with U.S. State law on an ongoing basis, 

outline internal compliance procedures and provide a 

positive statement indicating that the issuer is in 

compliance with U.S. State law and the related 

licensing framework. Promptly disclose any non-

compliance, citations or notices of violation which 

may have an impact on the issuer’s licence, business 

- Cannabis Market Overview - Compliance 
with State Regulatory Frameworks 
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Industry 

Involvement 

Specific Disclosure Necessary to Fairly Present all 

Material Facts, Risks and Uncertainties 
Prospectus Cross-Reference 

activities or operations. 

 

In accordance with Staff Notice 51-352, below is a discussion of the federal and State-level U.S. regulatory regimes 

in those jurisdictions where the Target Businesses are, and CSAC will be, directly or indirectly involved through its 

subsidiaries. The Target Businesses and their subsidiaries are directly engaged in the manufacture, possession, use, 

sale or distribution of cannabis and/or hold licenses in the adult-use and/or medicinal cannabis marketplace in the 

States of Massachusetts and Nevada. In accordance with Staff Notice 51-352, CSAC will evaluate, monitor and 

reassess this disclosure, and any related risks, on an ongoing basis and the same will be supplemented and amended 

to investors in public filings, including in the event of government policy changes or the introduction of new or 

amended guidance, laws or regulations regarding cannabis regulation. As noted under “Non-Compliance with State 

and Local Cannabis Laws” below, CSAC intends to cause the Target Businesses to promptly remedy any known 

occurrences of non-compliance with applicable State and local cannabis rules and regulations, and CSAC intends to 

publicly disclose any non-compliance, citations or notices of violation which may have an impact on its licenses, 

business activities or operations. 

See “Corporate Structure - NEO Exchange Guidance Regarding Companies with U.S. Marijuana-Related 

Activities” for a discussion on the NEO Exchange’s additional expectations for issuers with U.S. marijuana-related 

activities. 

Exposure to U.S. Marijuana Related Activities 

As of September 30, 2018, the date of the Interim Financial Statements of each of the Target Businesses, 100% of 

each of the Target Businesses’ businesses was directly derived from U.S. cannabis-related activities, based on the 

existing operations of each of the Target Businesses. As such, each of the Target Businesses’ balance sheet and 

operating statement exposure to U.S. cannabis related activities is 100%. 

Use of Cannabis 

Marijuana is a preparation of the leaves and flowering tops of cannabis sativa, the hemp plant, which contains a 

number of pharmacologically-active principles (cannabinoids). It is used for its euphoric properties and is 

considerably more potent when smoked and inhaled than when simply eaten. 

Medical cannabis refers to the use of cannabis and its constituent cannabinoids, such as tetrahydrocannabinol 

(“THC”) and cannabidiol (“CBD”), as medical therapy to treat disease or alleviate symptoms. The cannabis plant 

has a history of medicinal use dating back thousands of years across many cultures. 

Smoking cannabis is the most traditional form of ingestion and consists of smoking the dried flowers or leaves of the 

cannabis plant. Cannabis can be smoked through a pipe, rolled into a joint (or cigarette), or smoked using a water 

pipe (also known as a ‘bong’). Vaporizing involves using a vaporizer, which is a device that is able to extract the 

therapeutic ingredients in the cannabis plant material at a much lower temperature than required for burning. This 

allows user to inhale the active ingredients as a vapor instead of smoke. Many medical marijuana patients find that 

vaporizing offers an improved medical effectiveness, compared to smoking. 

Topical cannabis encompasses herbal medicines that are applied directly to the skin or muscles. They include 

lotions, salves, balms, sprays, oils, and creams. Some patients report they are effective for skin conditions like 

psoriasis, joint diseases like rheumatoid arthritis, migraines, restless leg syndrome, some spasms, and everyday 

muscle stress and soreness. Unlike smoking, vaporizing or eating cannabis, topical products are generally non- 

psychoactive. 

Current U.S. Cannabis Market 

Subsequent to the ground swell of support for legal access to marijuana at the State level, there has been rapid 

opportunity growth in the U.S. market. Sales of legal cannabis flowers and cannabis-infused derivative and edible 
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products totaled US$6.1 billion in 2017, and are expected to reach US$8.8 billion in 2018 with approximately 36% 

of sales for medical use and 64% for full adult-use.
7
  The U.S. market for direct legal cannabis sales alone is 

projected to grow to US$17 billion by 2021
8
 and the total addressable market for direct cannabis sales in the U.S. 

today is estimated at US$45-50 billion if every State legalized full adult recreational consumption.
9
 

Nevada 

Nevada is one of the most dynamic markets anticipated for the full development of the recreational cannabis market. 

By certain estimates, the recreational market in Nevada is projected to have a cumulative average growth rate of 

25% per annum
10

. With most of the State population and tourism located in the Las Vegas metropolitan area, the 

opportunity in Southern Nevada is strengthened by the fact that Nevada has a limited number retail store licenses 

and Nevada law includes an exclusive period for applicants for recreational establishment licenses, providing for 

priority for license holders to be preferred in obtaining other non-operating retail licenses. The Las Vegas 

metropolitan area has historically seen nearly forty million tourists in a year, making it one of the most visited cities 

in the United States. Industry estimates put the overall cannabis market size in the Las Vegas area to be over 

US$800 million per year.
11

  As a holder of local licenses in respect of cannabis operations in Las Vegas, LivFree is 

poised to take advantage of this large and active market. Similarly, the Reno-Tahoe metropolitan area in Northern 

Nevada sees approximately 5 million tourists annually.
12

 The City of Reno  has recently indicated a preference to 

further limit the six new additional retail store licenses that have been allocated to it by the State of Nevada, by 

stating that the City only intends to accept and license an additional four stores.
13

 

Massachusetts 

As of November 30, 2018, Massachusetts had 47 RMDs open for sales to approximately 58,000 registered and 

active patients across the state, and two retail adult-use Marijuana Establishments open for sales (3 more retail 

Marijuana Establishments opened in December). In the 2018 fiscal year, approximately 179,574 ounces of medical 

marijuana were dispensed across the state.
14

 2018 retail sales have been estimated at over $100 million  and are 

forecasted at over $1 billion by 2020 with the implementation of recreational sales. During November 2018, the first 

two retail adult-use locations in Massachusetts opened for business, and two others have received final regulatory 

certifications of qualifications, but remain subject to final inspections before opening.  Sira has secured licenses to 

cultivate, manufacture and transport cannabis and cannabis products for adult-use purposes in Massachusetts, but 

remains subject to final inspections before commencing those operations, and intends to apply for licenses to operate 

adult-use cannabis retail establishments. 

Legal and Regulatory Matters 

United States Federal Overview 

A Schedule I controlled substance is defined as a substance that has no currently accepted medical use in the United 

States, a lack of safety for use under medical supervision and a high potential for abuse. The U.S. Department of 

Justice (“DOJ”) defines Schedule I drugs, substances or chemicals as “drugs with no currently accepted medical use 

                                                           

7 Marijuana Business Daily (2017). Marijuana Business Factbook. Available at https://mjbizdaily.com/factbook/. 
8 Arcview Market Research & New Frontier Data (2016). The State of Legal Marijuana Markets, 4th edition. Available at 

https://www.arcviewmarketresearch.com/4th-edition-legal-marijuana-market/. 
9 Marijuana Business Daily (2017). Marijuana Business Factbook. Available at https://mjbizdaily.com/factbook/. 
10 Frontier Financial Group Inc. (2017). Change in Compensation: Working in Cannabis. Available at 

https://newfrontierdata.com/marijuana-insights/change-in-compensation-working-in-cannabis/. 
11 Frontier Financial Group Inc. (2018). CannaBits. Available at https://newfrontierdata.com/cannabits/. 
12 “Reno tops 5 million visitors for 1st time in a decade; now the pressure's on to build on that momentum” from the Reno 

Gazette Journal (June 28, 2018). Available at https://www.rgj.com/story/money/business/2018/06/25/reno-tops-5-million-visitors-

first-time-decade/715941002/. 
13 “Nevada’s quiet cannabis expansion” from the Marijuana Retail Report (September 20, 2018). Available at 

http://marijuanaretailreport.com/nevadas-quiet-cannabis-expansion/. 
14 The Medical Use of Marijuana Program (November 30, 2018). Massachusetts Medical Use of Marijuana Program: External 

Dashboard. Available at https://www.mass.gov/lists/medical-use-of-marijuana-program-monthly-dashboards. 

https://mjbizdaily.com/factbook/
https://www.arcviewmarketresearch.com/4th-edition-legal-marijuana-market/
https://mjbizdaily.com/factbook/
https://newfrontierdata.com/marijuana-insights/change-in-compensation-working-in-cannabis/
https://newfrontierdata.com/cannabits/
https://www.rgj.com/story/money/business/2018/06/25/reno-tops-5-million-visitors-first-time-decade/715941002/
https://www.rgj.com/story/money/business/2018/06/25/reno-tops-5-million-visitors-first-time-decade/715941002/
http://marijuanaretailreport.com/nevadas-quiet-cannabis-expansion/
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and a high potential for abuse.” The United States Food and Drug Administration has not approved marijuana as a 

safe and effective drug for any indication.
15

 

As of January 2, 2019, 33 States, the District of Columbia and the territories of Guam and Puerto Rico have now, 

under State law, legalized cannabis for medical and/or recreational purposes and public acceptance of cannabis 

continues to increase across the United States at a rapid pace. Notwithstanding the permissive regulatory 

environment of medical and/or recreational cannabis at the State level, and the increasing number of States with 

legal recreational frameworks, cannabis continues to be categorized as a Schedule I controlled substance under the 

Substances Act. Dozens of pieces of legislation have been introduced in the United States Congress that would 

legitimize the use and sale of cannabis, including a Senate bill titled “Strengthening the Tenth Amendment through 

Entrusting States (STATES) Act” that would lift the Substances Act’s restrictions on cannabis for individuals or 

corporations operating in compliance with State law. However, there can be no assurances as to when any such bill 

will pass, if any such bill will pass at all or if any such bill will be accepted and made law by the President. As a 

result, cannabis-related practices or activities, including without limitation, the manufacture, importation, 

possession, use, or distribution of cannabis, remain illegal under United States federal law. 

As a result of the conflicting views between State legislatures and the United States federal government regarding 

cannabis, investments in cannabis businesses in the United States are subject to inconsistent legislation and 

regulation. On August 29, 2013, the U.S. DOJ attempted to address this inconsistency and to provide guidance to 

enforcement agencies when then Deputy Attorney General, James Cole, authored a memorandum (the “Cole 

Memorandum”) addressed to all United States Attorneys acknowledging that notwithstanding the designation of 

cannabis as a controlled substance at the federal level in the United States, several States have enacted laws relating 

to cannabis for medical and recreational purposes. 

In particular, the Cole Memorandum noted that in jurisdictions that have enacted laws legalizing cannabis in some 

form and that have also implemented strong and effective regulatory and enforcement systems to control the 

cultivation, distribution, sale and possession of cannabis, conduct in compliance with those laws and regulations is 

less likely to be a prosecutorial priority at the federal level. Notably, however, the U.S. DOJ has never provided 

specific guidelines for what regulatory and enforcement systems it deems sufficient under the Cole Memorandum 

standard. 

The Cole Memorandum outlined the following priorities for the U.S. DOJ relating to the prosecution of cannabis 

offenses: 

 Preventing the distribution of marijuana to minors; 

 Preventing revenue from the sale of marijuana from going to criminal enterprises, gangs and cartels; 

 Preventing the diversion of marijuana from States where it is legal under State law in some form to other 

States; 

 Preventing State-authorized marijuana activity from being used as a cover or pretext for the trafficking of 

other illegal drugs or other illegal activity; 

 Preventing violence and the use of firearms in the cultivation and distribution of marijuana; 

 Preventing drugged driving and the exacerbation of other adverse public health consequences associated 

with marijuana use; 

 Preventing the growing of marijuana on public lands and the attendant public safety and environmental 

dangers posed by marijuana production on public lands; and 

 Preventing marijuana possession or use on federal property. 

                                                           

15 United States Drug Enforcement Administration (2018). Drug Scheduling. Available at https://www.dea.gov/drug-scheduling. 

https://www.dea.gov/drug-scheduling
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While not legally binding, and merely prosecutorial guidance, the Cole Memorandum laid a framework for 

managing the tension between State and federal laws concerning State-regulated cannabis businesses.  

In March 2017, then newly-appointed Attorney General Jeff Sessions, a long-time opponent of State-regulated 

medical and recreational cannabis, noted limited federal resources and acknowledged that much of the Cole 

Memorandum had merit; however, he had previously stated that he did not believe it had been implemented 

effectively. On January 4, 2018, the Cole Memorandum was rescinded by Attorney General Sessions. While this did 

not create a change in federal law, as the Cole Memorandum was not itself law, the revocation removed the U.S. 

DOJ’s guidance to U.S. Attorneys that State-regulated cannabis industries substantively in compliance with the Cole 

Memorandum’s guidelines should not be a prosecutorial priority. 

In addition to the rescission of the Cole Memorandum, Attorney General Sessions issued a memorandum (the 

“Sessions Memorandum”) which confirmed the rescission of the Cole Memorandum on the basis that the 

prosecutorial guidelines therein were “unnecessary” given the well-established principles governing federal 

prosecution that are already in place. Those principles are included in chapter 9.27.000 of the United States 

Attorneys’ Manual (“USAM”) and require federal prosecutors deciding which cases to prosecute to weigh all 

relevant considerations, including federal law enforcement priorities set by the Attorney General, the seriousness of 

the crime, the deterrent effect of criminal prosecution and the cumulative impact of particular crimes on the 

community.   

While the Sessions Memorandum emphasizes that marijuana is a Schedule I controlled substance, and reiterates the 

statutory view that cannabis is a “dangerous drug and that marijuana activity is a serious crime,” it does not 

otherwise indicate that the prosecution of marijuana-related offenses is now a DOJ priority. Furthermore, the 

Sessions Memorandum explicitly describes itself as a guide to prosecutorial discretion. Such discretion is in the 

hands of U.S. Attorneys in deciding whether or not to prosecute marijuana-related offenses; resultantly, it is 

uncertain how active U.S. federal prosecutors will be in relation to such activities. Dozens of U.S. Attorneys across 

the country have affirmed that their view of federal enforcement priorities has not changed.  

Although Dayle Elieson, U.S. Attorney for the District of Nevada, has been relatively quiet on the issue of 

marijuana enforcement priorities,
16

 Nevada’s outgoing Governor, Brian Sandoval, has stated that he would like to 

see Nevada’s U.S. Attorney take the same approach as Colorado’s U.S. Attorney by not enforcing federal laws 

against the legalized industry in the State.
17

  Additionally, the recent Governor-Elect, Steve Sisolak, has made 

similar statements in support of the cannabis industry in Nevada, stating his intentions to move the industry forward 

after he takes office in January 2019 and build a bridge for marijuana companies and banks to work together to 

increase the safety of the currently cash-only business.
18

   

Shortly after the Sessions Memorandum was issued, Andrew Lelling, the then newly appointed United States 

Attorney for the District of Massachusetts, was not willing to provide meaningful guidance to the Massachusetts 

cannabis industry, stating that he could not “provide assurances that certain categories of participants in the State-

level marijuana trade will be immune from federal prosecution”.
19

  

In July 2018, however, Lelling, while acknowledging again that it was his duty to enforce all federal laws, revealed 

that the “number one enforcement priority” for his office is “the opioid crisis”, and that his priorities for prosecution 

of U.S. federal marijuana laws would be overproduction (that might lead to drugs being diverted illegally), sales of 

drugs to minors and businesses whose proceeds support gangs
20

. Massachusetts Governor Charlie Baker also stated, 

                                                           

16 “With pot shops’ fate in their hands, Nevada’s new U.S. Attorney remains mum on marijuana” from the Reno Gazette Journal 

(January 12, 2018). Available at https://www.rgj.com/story/news/politics/2018/01/12/pot-shops-fate-her-hands-nevadas-new-u-s-

attorney-remains-mum-marijuana/1029001001/ 
17 “Sandoval wants Nevada to follow Colorado plan on marijuana” from the Las Vegas Review-Journal (January 8, 2018).  

Available at https://www.reviewjournal.com/news/pot-news/sandoval-wants-nevada-to-follow-colorado-plan-on-marijuana/. 
18 “Sisolak calls for clearer marijuana regulations, banking aid for dispensaries” from the Las Vegas Sun (October 23, 2018). 

Available at https://lasvegassun.com/news/2018/oct/23/sisolak-calls-for-clearer-marijuana-regulations-ba/.  
19 Statement by U.S. Attorney Andrew E. Lelling Regarding Federal Marijuana Enforcement (January 8, 2018).  Available at 

https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-e-lelling-regarding-federal-marijuana-enforcement/. 
20Statement by U.S. Attorney Andrew Lelling Regarding the Legalization of Recreational Marijuana in Massachusetts (July 10, 

2018). Available at https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-lelling-regarding-legalization-

https://www.rgj.com/story/news/politics/2018/01/12/pot-shops-fate-her-hands-nevadas-new-u-s-attorney-remains-mum-marijuana/1029001001/
https://www.rgj.com/story/news/politics/2018/01/12/pot-shops-fate-her-hands-nevadas-new-u-s-attorney-remains-mum-marijuana/1029001001/
https://www.reviewjournal.com/news/pot-news/sandoval-wants-nevada-to-follow-colorado-plan-on-marijuana/
https://lasvegassun.com/news/2018/oct/23/sisolak-calls-for-clearer-marijuana-regulations-ba/
https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-e-lelling-regarding-federal-marijuana-enforcement/
https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-lelling-regarding-legalization-recreational-marijuana/
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“We have two laws in Massachusetts: one that was passed by voters several years ago around the establishment of 

medical marijuana dispensaries, which are regulated and overseen by the commonwealth, and another law that was 

passed by the voters in 2016 that requires the State to create a legal infrastructure for recreational marijuana. Those 

are the laws that State and local law enforcement officials are bound to uphold and that’s what they’re going to 

do.”
21

 To the knowledge of management of CSAC, there have not been any additional statements or guidance made 

by federal authorities or prosecutors regarding the risk of enforcement action in Nevada or Massachusetts.  

It is too soon to determine what prosecutorial effects, if any, will be created by the rescission of the Cole 

Memorandum. However, U.S. federal prosecutors are now free to utilize their prosecutorial discretion to decide 

whether to prosecute marijuana activities despite the existence of State-level laws that may be inconsistent with 

federal prohibitions. No direction was given to federal prosecutors in the Sessions Memorandum as to the priority 

they should ascribe to such cannabis activities, and resultantly it is uncertain how active U.S. federal prosecutors 

will be in relation to such activities. Cannabis remains a Schedule I controlled substance at the federal level, and 

neither the Cole Memorandum nor the Sessions Memorandum has changed that fact. The federal government of the 

United States has always reserved the right to enforce federal law in regard to the sale and disbursement of medical 

or recreational cannabis, even if State law sanctioned such sale and disbursement. From a purely legal perspective, 

the criminality of cannabis activities at the federal level today is identical to what it was on January 3, 2018 and it 

remains unclear whether the risk of enforcement has been altered. Additional uncertainty arose on November 7, 

2018, when Sessions resigned at the request of President Trump. Matthew Whitaker was named as acting Attorney 

General in his place. It is unclear what impact, if any, Mr. Sessions’ resignation will have on U.S. federal 

government enforcement policy on marijuana. Mr. Whitaker has not taken a stance on prosecution of cannabis 

activities, and he is not expected to be more aggressive than Mr. Sessions. In any event, Mr. Whitaker’s appointment 

as acting Attorney General is temporary, and President Trump has nominated William Barr to take on the role. Mr. 

Barr is a former Attorney General under George H.W. Bush, with an anti-drug stance during his tenure.  During his 

Senate confirmation hearing, Mr. Barr stated that he disagrees with efforts by States to legalize marijuana, but won’t 

go after marijuana companies in states that legalized it under Obama administration policies.  He stated further that 

he would not upset settled expectations that have arisen as a result of the Cole Memorandum (as defined 

herein).  Mr. Barr supported Mr. Sessions while Mr. Sessions ran the Department of Justice, and if confirmed by the 

Senate, he may take a similar approach to cannabis policy. 

Additionally, under U.S. federal law it may potentially be a violation of federal money laundering statutes for 

financial institutions to accept any proceeds from cannabis sales or any other Schedule I narcotics. As a result, both 

U.S. and Canadian banks have been reluctant to transact with cannabis companies, due to the uncertain legal and 

regulatory framework characterizing the industry at present. There is a risk that banks and other financial institutions 

could be prosecuted and possibly convicted of money laundering for providing services to cannabis businesses. 

More specifically, under U.S. federal law, banks or other financial institutions that provide a cannabis business with 

a checking account, debit or credit card, small business loan, or any other service could be prosecuted for money 

laundering or conspiracy. Despite these laws, in February 2014, the Financial Crimes Enforcement Network 

(“FinCEN”) of the U.S. Treasury Department issued a memorandum (the “FinCEN Memorandum”) providing 

instructions to banks seeking to provide services to cannabis-related businesses. The FinCEN Memorandum, which 

is covered in more detail below, states that in some circumstances, it is permissible for banks to provide services to 

cannabis-related businesses without risking prosecution for violation of federal money laundering laws.  It refers to 

supplementary guidance that Deputy Attorney General Cole issued (the “2014 Cole Memorandum”) to federal 

prosecutors relating to the prosecution of money laundering offenses predicated on cannabis-related violations of the 

Substances Act. The 2014 Cole Memorandum was also rescinded by the Sessions Memorandum. However, the 

FinCEN Memorandum was not rescinded, and the then Treasury Secretary Steve Mnuchin publicly stated that the 

U.S. Treasury Department was not informed of Attorney General Sessions’ intent to rescind the Cole Memorandum 

and that there is no desire to rescind the FinCEN Memorandum. 

While the Sessions Memorandum introduced further uncertainty and added to the State-federal divide concerning 

the legislation and prosecution of cannabis, the United States Congress has repeatedly enacted legislation to protect 

the medical marijuana industry from prosecution. The United States Congress has passed appropriations bills each 

                                                                                                                                                                                           

recreational-marijuana/. 
21 “Governor vows to uphold legalized pot laws,” from the Boston Herald (January 12, 2018). Available at 

https://www.bostonherald.com/2018/01/12/governor-vows-to-uphold-legalized-pot-laws/. 
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of the last three years that included the Rohrabacher Amendment Title: H.R.2578 — Commerce, Justice, Science, 

and Related Agencies Appropriations Act, 2016 (“Rohrabacher-Blumenauer Amendment”), which by its terms 

does not appropriate any federal funds to the U.S. DOJ for the prosecution of medical cannabis offenses of 

individuals who are in compliance with State medical cannabis laws. Subsequent to the issuance of the Sessions 

Memorandum on January 4, 2018, the United States Congress passed its omnibus appropriations bill, SJ 1662, 

which for the fourth consecutive year contained the Rohrabacher-Blumenauer Amendment language (referred to in 

2018 as the “Rohrabacher-Leahy Amendment”) and continued the protections for the medical cannabis 

marketplace and its lawful participants from interference by the U.S. DOJ up and through the 2018 appropriations 

deadline of September 30, 2018. The deadline passed, but the Rohrbacher-Leahy Amendment remained in effect by 

virtue of a continuing resolution under which the entire 2018 budget continued to operate.  Following the expiration 

of the continuing resolution on December 7, 2018, Congress failed to agree upon an appropriations bill, and the 

United States government entered a partial shutdown. 

The Rohrabacher-Leahy Amendment was no longer in effect during the partial shutdown.  The partial shutdown 

ended on January 25, 2019 when the United States Congress passed an appropriations bill funding the United States 

government through February 15, 2019.  This temporary appropriations bill includes language similar to the 

Rohrabacher Leahy Amendment (now referred to as the “Joyce/Leahy Amendment”).  Given that the current 

dispute between the United States House and the President of the United States is tied to funding security along the 

border with Mexico, it is likely the Joyce/Leahy Amendment language will be included in any further temporary 

appropriations bills that are signed into law. Notably, the Unites States House and Senate appropriations committees 

have included the Joyce/Leahy Amendment language in their base appropriations bill for fiscal year 2019.  If the 

base bill is ultimately passed, the language will no longer be an “amendment,” and will be part of base 

appropriations.  As explained above, the base appropriations bills are awaiting passage, and meanwhile the 

temporary appropriations bill containing the Joyce/Leahy Amendment continues to be in force until February 15, 

2019.  While it is possible that the United States government will re-enter a partial shutdown when funding under 

the current temporary appropriations bill ends, it is not expected that the U.S. Department of Justice will act contrary 

to the Joyce/Leahy Amendment language. However, this would be subject to change until passage of new 

Joyce/Leahy Amendment language, or passage of the fiscal year 2019 base appropriations bill which includes the 

Joyce/Leahy Amendment language.  Notably, such Amendments have always applied only to medical cannabis 

programs, and have no effect on pursuit of recreational cannabis activities. 

There has been additional pushback at the congressional level to limit any future enforcement efforts by the 

executive branch. Numerous times throughout 2018, Rep. Jared Polis (D-Colorado) and Rep. Tom McClintock (R 

California) have attempted to introduce the McClintock-Polis amendment to prevent the Drug Enforcement 

Administration from prosecuting individuals or entities for using, selling or possessing marijuana in compliance 

with State laws. The McClintock-Polis amendment has received some bipartisan support and attempts to introduce 

similar concepts from the Rohrabacher-Leahy Amendment (prohibiting the U.S. DOJ from using federal funds to 

prevent implementation of state medical cannabis laws) towards recreational, rather than just medical, marijuana 

use. At this time, it is unclear whether the McClintock-Polis amendment, or any similar legislation, will receive 

congressional support necessary to become law. 

American courts have construed these appropriations bills to prevent the federal government from prosecuting 

individuals when those individuals comply with State law. However, because this conduct continues to violate 

federal law, American courts have observed that should Congress at any time choose to appropriate funds to fully 

prosecute the Substances Act, any individual or business—even those that have fully complied with State law—

could be prosecuted for violations of federal law. If Congress restores funding, the U.S. government will have the 

authority to prosecute individuals for violations of the law within the past five years under the Substances Act’s 

statute of limitations.  

In addition, as of October 10, 2018, at least thirty-nine (39) states allowed for industrial hemp cultivation and 

production programs.  The cultivation of hemp in the U.S. was governed by (i) Section 7606 of the Agricultural Act 

of 2014, codified at U.S.C. Chapter 7, Section 5490 (the “2014 Farm Bill”) and (ii) applicable State law.  Section 

7606 allowed for the cultivation of industrial hemp for research purposes under State agricultural pilot programs.  

Although the 2014 Farm Bill expired on September 30, 2018, Section 7606 remained in place. 

On December 20, 2018, the Agriculture Improvement Act of 2018 (the “2018 Farm Bill”) became law.  The law 

legalizes hemp as an agricultural commodity by removing hemp, its derivatives, cannabinoids, and extracts 
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(including CBD and any part of the cannabis plant which contains 0.3% THC or less on a dry weight basis) from the 

list of controlled substances in the Controlled Substances Act.
22

 Each State can now develop a plan for the 

regulation of hemp production, which will be administered subject to the approval and oversight of the United States 

Department of Agriculture.  USDA will also develop its own regulatory scheme, which will govern in any State that 

does not develop its own approved regulatory plan. With the passage of the 2018 Farm Bill, hemp and its derivatives 

cultivated and produced in compliance with federal and state laws and regulations is now legal. However, 

cultivation is still subject to serious restrictions that, ultimately, may vary greatly between different jurisdictions.  

Notwithstanding the foregoing, there is no guarantee that the current presidential administration, the Trump 

administration, will not change the stated policy of the previous administration regarding the low-priority 

enforcement of U.S. federal cannabis laws that conflict with State laws. The Trump administration and Congress 

could reverse course and decide to enforce U.S. federal cannabis laws vigorously. 

An additional challenge to marijuana-related businesses is that the provisions of the Tax Code, Section 280E, are 

being applied by the IRS to businesses operating in the medical and adult-use marijuana industry. Section 280E of 

the Code prohibits marijuana businesses from deducting their ordinary and necessary business expenses, forcing 

them to pay higher effective U.S. federal tax rates than similar companies in other industries. The effective tax rate 

on a marijuana business depends on how large its ratio of non-deductible expenses is to its total revenues. Therefore, 

businesses in the legal cannabis industry may be less profitable than they would otherwise be. 

U.S. Federal Enforcement Priorities 

For the reasons set forth above, the Target Businesses, and any future investments of CSAC, may become the 

subject of heightened scrutiny by regulators, stock exchanges and other authorities in Canada and the U.S. As a 

result, CSAC may be subject to significant direct and indirect interaction with public officials. There can be no 

assurance that this heightened scrutiny will not in turn lead to the imposition of certain restrictions on CSAC’s 

ability to invest in the U.S. or any other jurisdiction. See “Risk Factors”. 

Changes in government policy or public opinion can significantly influence the regulation of the cannabis industry 

in Canada, the United States and elsewhere. A negative shift in the public’s perception of cannabis in the U.S. or any 

other applicable jurisdiction could affect future legislation or regulation. Among other things, such a shift could 

cause State jurisdictions to abandon initiatives or proposals to legalize cannabis, thereby limiting the number of new 

State jurisdictions into which CSAC could expand. Any inability to fully implement CSAC’s expansion strategy 

may have a material adverse effect on CSAC’s business, financial condition and results of operations. See “Risk 

Factors”. 

Further, violations of any U.S. federal laws and regulations could result in significant fines, penalties, administrative 

sanctions, convictions or settlements arising from criminal charges or civil proceedings conducted by either the U.S. 

federal government or private citizens (who have the right to seek private relief for CSAC’s “aiding and abetting” 

activities that violate U.S. federal law), including, but not limited to, disgorgement of profits, cessation of business 

activities or divestiture. This could have a material adverse effect on CSAC, including on its reputation and ability to 

conduct business, its holding (directly or indirectly) of cannabis licenses in the U.S., the listing of its securities on 

various stock exchanges, its financial position, operating results, profitability or liquidity, or the market price of its 

publicly-traded shares. In addition, it is difficult for CSAC to estimate the time or resources that would be needed 

for the investigation or final resolution of any such matters because, in part, the time and resources that may be 

needed are dependent on the nature and extent of any information requested by the applicable authorities involved, 

and such time or resources could be substantial. See “Risk Factors”. 

Nevada State Level Overview 

Nevada has a legislatively enacted medical marijuana program since 2013 and passed adult-use legalization by 

voter initiative in November 2016. In 2000, Nevada voters passed a medical marijuana initiative allowing 

                                                           

22 Specifically, the law defines “hemp” as “the plant Cannabis sativa L. and any part of that plant, including the seeds thereof and 

all derivatives, extracts, cannabinoids, isomers, acids, salts, and salts of isomers, whether growing or not, with a delta-9 

tetrahydrocannabinol concentration of not more than 0.3 percent on a dry weight basis.” 
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physicians to recommend cannabis for an inclusive set of qualifying conditions including chronic pain and created 

a limited non-commercial medical marijuana patient/caregiver system. Senate Bill 374, which passed the 

legislature and was signed by the Governor in 2013, expanded this program and established a for-profit regulated 

medical marijuana business industry. 

The Nevada Division of Public and Behavioral Health licensed medical marijuana establishments up until July 1, 

2017 when the State’s medical marijuana program merged with adult-use marijuana enforcement under the State of 

Nevada Department of Taxation, Marijuana Enforcement Division (the “Nevada Taxation Department”). In 

2014, Nevada accepted medical marijuana business applications and a few months later the division approved 182 

cultivation licenses, 118 licenses for the production of edibles and infused products, 17 independent testing 

laboratories, and 55 medical marijuana dispensary licenses. The number of dispensary licenses was then increased 

to 66 by legislative action in 2015. The application process is merit-based, competitive, and is currently closed. 

Residency is not required to own or invest in a Nevada medical cannabis business. In addition, vertical integration 

is neither required nor prohibited. Nevada’s medical law includes patient reciprocity, which permits medical 

patients from other States to purchase marijuana from Nevada dispensaries. Nevada also allows for dispensaries to 

deliver medical marijuana to patients. 

Each medical marijuana establishment must register with the Nevada Taxation Department and apply for a medical 

marijuana establishment registration certificate. As noted above, the application process is competitive, and, 

among other requirements, there are minimum liquidity requirements and restrictions on the geographic location of 

a medical marijuana establishment as well as restrictions relating to the age and criminal background of 

employees, owners, officers and board members of the establishment. All employees must be over 21 and all 

owners, officers and board members must not have any previous felony convictions or had a previously granted 

medical marijuana registration revoked. Additionally, each volunteer, employee, officer, board member, and owner 

of an effective 5% or greater interest of a medical marijuana establishment must be individually registered with the 

Nevada Taxation Department as a medical marijuana agent and hold a valid medical marijuana establishment agent 

card. The establishment must have adequate security measures and use an electronic verification system and 

inventory control system. If the proposed medical marijuana establishment will sell or deliver edible marijuana 

products or marijuana-infused products, the proposed establishment must establish operating procedures for 

handling such products, which must be preapproved by the Nevada Taxation Department. 

In response to the rescission of the Cole Memorandum, Nevada Attorney General Adam Laxalt had issued a public 

statement, pledging to defend the law after it was approved by voters. Then-Governor Brian Sandoval also stated, 

“Since Nevada voters approved the legalization of recreational marijuana in 2016, I have called for a well-

regulated, restricted and respected industry. My administration has worked to ensure these priorities are met while 

implementing the will of the voters and remaining within the guidelines of both the Cole and Wilkinson federal 

memos,” and that he would like for Nevada to follow in the footsteps of Colorado, where the U.S. attorneys do not 

plan to change the approach to prosecuting crimes involving recreational marijuana. 

To the knowledge of the CSAC’s management, there have not been any additional statements or guidance made by 

federal authorities or prosecutors regarding the risk of enforcement action in Nevada. 

In determining whether to issue a medical marijuana establishment registration certificate pursuant to NRS 

453A.322, the Nevada Taxation Department, in addition the application requirements set out, considers the 

following criteria of merit: 

 the total financial resources of the applicant, both liquid and illiquid; 

 the previous experience of the persons who are proposed to be owners, officers or board 

members of the proposed medical marijuana establishment at operating other businesses or 

non- profit organizations; 

 the educational achievements of the persons who are proposed to be owners, officers or board 

members of the proposed medical marijuana establishment; 
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 any demonstrated knowledge or expertise on the part of the persons who are proposed to be 

owners, officers or board members of the proposed medical marijuana establishment with 

respect to the compassionate use of marijuana to treat medical conditions; 

 whether the proposed location of the proposed medical marijuana establishment would be 

convenient to serve the needs of persons who are authorized to engage in the medical use of 

marijuana; 

 the likely impact of the proposed medical marijuana establishment on the community in 

which it is proposed to be located; 

 the adequacy of the size of the proposed medical marijuana establishment to serve the needs 

of persons who are authorized to engage in the medical use of marijuana; 

 whether the applicant has an integrated plan for the care, quality and safekeeping of medical 

marijuana from seed to sale; 

 the amount of taxes paid to, or other beneficial financial contributions made to, the State of 

Nevada or its political subdivisions by the applicant or the persons who are proposed to be 

owners, officers or board members of the proposed medical marijuana establishment; and 

 any other criteria of merit that the Nevada Taxation Department determines to be relevant. 

A medical marijuana establishment registration certificate expires 1 year after the date of issuance and may be 

renewed upon resubmission of the application information and renewal fee to the Nevada Taxation Department. 

Adult-Use Marijuana Program 

The sale of marijuana for adult-use in Nevada was approved by ballot initiative on November 8, 2016, and Nevada 

Revised Statute 453D exempts a person who is 21 years of age or older from state or local prosecution for 

possession, use, consumption, purchase, transportation or cultivation of certain amounts of marijuana and requires 

the Nevada Taxation Department to begin receiving applications for the licensing of marijuana establishments on or 

before January 1, 2018. The legalization of retail marijuana does not change the medical marijuana program. 

In February 2017, the Nevada Taxation Department announced plans to issue “early start” recreational marijuana 

establishment licenses in the summer of 2017. These licenses, which began on July 1, 2017, allowed marijuana 

establishments holding both a retail marijuana store and dispensary license to sell their existing medical marijuana 

inventory as either medical or adult-use marijuana, and expired at the end of the year. As of July 1, 2017, medical 

and adult-use marijuana have incurred a 15% excise tax on the first wholesale sale (calculated on the fair market 

value) and adult-use cannabis has incurred an additional 10% special retail marijuana sales tax in addition to any 

general State and local sales and use taxes. 

On January 16, 2018, the Nevada Taxation Department issued final rules governing its adult-use marijuana program, 

pursuant to which up to sixty-six (66) permanent adult-use marijuana dispensary licenses will be issued. Existing 

adult-use marijuana licensees under the “early start” regulations must re-apply for licensure under the permanent 

rules in order to continue adult-use sales. 

Under Nevada’s adult-use marijuana law, the Nevada Taxation Department licenses marijuana cultivation facilities, 

product manufacturing facilities, distributors, retail stores and testing facilities. For the first 18 months, 

applications to the Nevada Taxation Department for adult-use distribution establishment licenses can only be 

accepted from existing medical marijuana establishments and existing liquor distributors. 

In September, 2018, the Nevada Taxation Department accepted applications from existing Nevada medical 

marijuana establishment certificate owners to be awarded licenses for approximately 65 retail marijuana stores 

throughout the State. The application period closed on September 20, 2018, and the additional retail store licenses 

were awarded by the Nevada Taxation Department on December 5, 2018. 
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The by-laws of the City of Henderson, Nevada currently prohibit public company ownership of cannabis operations 

located in Henderson. Accordingly, unless such by-laws are changed, CSAC will not be able to acquire LivFree’s 

Henderson operations or any interest therein, which is estimated by CSAC to have comprised  approximately 40% 

of LivFree’s revenues in 2018 and approximately 20% of CSAC’s projected consolidated revenues in 2018 on a pro-

forma basis. CSAC understands that the City of Henderson’s municipal code may be amended to allow public 

company ownership of cannabis operations located in the City of Henderson jurisdiction in the near-to-medium 

term, though no such amendments can be assured and, accordingly, the Henderson location may need to be excluded 

from the Transaction. See “Risk Factors – The City of Henderson, Nevada, prohibits public company ownership of 

cannabis businesses”. 

Regulatory Framework 

The State of Nevada utilizes Metrc as its statewide seed-to-sale tracking system for all marijuana and marijuana 

products. All licensees within the State system are required, either directly or through third-party software systems 

that are capable of data integration, to report to the State all creation and transfers of such inventory to other 

licensees and sales to consumers. CSAC intends to designate a third-party computerized seed-to-sale inventory 

software tracking system designed to integrate with Metrc via an application programming interface. 

Licensing Requirements  

As discussed above, there are five certificate/license types issued in the State of Nevada: 

“Marijuana cultivation facility” means an entity licensed to cultivate, process, and package marijuana, to have 

marijuana tested by a marijuana testing facility, and to sell marijuana to retail marijuana stores, to marijuana product 

manufacturing facilities, and to other marijuana cultivation facilities, but not to consumers. NRS 453D.030(9). 

“Marijuana product manufacturing facility” means an entity licensed to purchase marijuana, manufacture, process, 

and package marijuana and marijuana products, and sell marijuana and marijuana products to other marijuana 

product manufacturing facilities and to retail marijuana stores, but not to consumers. NRS 453D.030(12). 

“Retail marijuana store” means an entity licensed to purchase marijuana from marijuana cultivation facilities, to 

purchase marijuana and marijuana products from marijuana product manufacturing facilities and retail marijuana 

stores, and to sell marijuana and marijuana products to consumers. NRS 453D.030(18) 

“Marijuana distributor” means an entity licensed to transport marijuana from a marijuana establishment to another 

marijuana establishment. NRS 453D.030(10). 

“Marijuana testing facility” means an entity licensed to test marijuana and marijuana products, including for potency 

and contaminants. NRS 453D.030(15). 

Administration of the regular retail program in Nevada is governed by Nevada Revised Statutes Section 453D and 

the Adopted Regulation of the Nevada Department of Taxation, LCB File R092-17 (the “Nevada Adult-Use 

Regulation”). The Nevada Adult-Use Regulation was adopted on February 27, 2018 and is a regulation relating to 

marijuana responsible for: (i) revising requirements relating to independent testing laboratories; (ii) providing for the 

licensing of marijuana establishments and registration of marijuana establishment agents; (iii) providing 

requirements concerning the operation of marijuana establishments; (iv) providing additional requirements 

concerning the operation of marijuana cultivation facilities, marijuana distributors, marijuana product manufacturing 

facilities, marijuana testing facilities and retail marijuana stores; (v) providing standards for the packaging and 

labeling marijuana and marijuana products; (vi) providing requirements relating to the production of edible 

marijuana products and other marijuana products; (vii) providing standards for the cultivation and production of 

marijuana; (viii) establishing requirements relating to advertising by marijuana establishments; (ix) establishing 

provisions relating to the collection of excise taxes from marijuana establishments; (x) establishing provisions 

relating to dual licensees; and (xi) providing other matters properly relating thereto. 

In the State of Nevada, only cannabis that is grown or produced in the state by a licensed establishment may be sold 

in the state. The Nevada regulatory regime does not mandate or prohibit vertically integrated facilities and only 

permits the holder of a retail dispensary license and registration certificate to purchase marijuana from cultivation 
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facilities, marijuana and marijuana products from product manufacturing facilities and marijuana from other retail 

stores, for the sale of such products to consumers. 

A medical cultivation license permits its holder to acquire, possess, cultivate, deliver, transfer, have tested, transport, 

supply or sell marijuana and related supplies to medical marijuana dispensaries, facilities for the production of 

edible medical marijuana products and/or medical marijuana-infused products, or other medical marijuana 

cultivation facilities. 

The medical product manufacturing license permits its holder to acquire, possess, manufacture, deliver, transfer, 

transport, supply, or sell edible marijuana products or marijuana infused products to other medical marijuana 

production facilities or medical marijuana dispensaries. 

Medical marijuana establishment certificates and recreational marijuana facility licenses are issued independently to 

specific owners and at identified locations. Ownership of certificates and licenses is transferable in accordance with 

the Nevada Taxation Department’s policies and procedures, including completion of a background investigation. 

Establishment certificates and facility licenses may only be relocated to a new location within the identified local 

jurisdiction. 

All licenses expire one year after the date of issue. The Nevada Taxation Department shall issue a renewal license 

within 10 days after the receipt of a renewal application and applicable fee if the license is not then under suspension 

or has not been revoked. 

Security Requirements 

To prevent unauthorized access to marijuana at a Nevada-licensed marijuana establishment, the marijuana 

establishment must have security equipment to deter and prevent unauthorized entrance into limited access areas. 

Such security equipment includes, without limitation: 

 Devices or a series of devices to detect unauthorized intrusion; 

 Exterior lighting to facilitate surveillance; 

 Electronic monitoring, including, without limitation, each of the following: 

o At least one call-up monitor that is 19 inches or more; 

o A video printer capable of immediately producing a clear still photo from any video camera 

image; 

o Video cameras or specified resolution and which is capable of identifying any activity occurring 

within the marijuana establishment in low light conditions 24 hours per day; 

o A method for storing video recordings from the video cameras for at least 30 calendar days in a 

secure on-site or off-site; 

o A failure notification system that provides an audible and visual notification of any failure in the 

electronic monitoring system; and 

o Sufficient battery backup for video cameras and recording equipment to support at least 5 minutes 

of recording in the event of a power outage. 

 Immediate automatic or electronic notification to alert local law enforcement agencies of an 

unauthorized breach of security at the marijuana establishment in the interior of each building of the 

marijuana establishment; and 

 Policies and procedures: 

o That restrict access to the areas of the marijuana establishment that contain marijuana to persons 

authorized to be in those areas only; 

o That provide for the identification of persons authorized to be in the areas of the marijuana 

establishment that contain marijuana; 

o That provide for the identification of persons authorized to be in the areas of the marijuana 

establishment that contain marijuana; 

o That prevent loitering; 

o For conducting electronic monitoring; 

o For the use of the automatic or electronic notification to alert local law enforcement agencies of an 

unauthorized breach of security at the marijuana establishment; 
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o For limiting the amount of money available in any retail areas of the marijuana establishment 

and/or training employees on this practice; 

o For notifying the public of the minimal amount of money available, which may include, without 

limitation, the posting of a sign; 

o For maintaining communication with law enforcement agencies; and 

o For providing and receiving notifications regarding burglary, attempted burglary, robbery, 

attempted robbery and other suspicious activity. 

Transportation 

In Nevada, marijuana may only be transported from a licensed cultivation or production facility to a licensed retail 

marijuana establishment by a licensed marijuana distributor. Prior to transporting the marijuana or marijuana 

products, the distributor must complete a trip plan which includes: the agent name and registration number providing 

and receiving the marijuana; the date and start time of the trip; a description, including the amount, of the marijuana 

or marijuana products being transported; and the anticipated route of transportation. 

 

During the transportation of marijuana or marijuana products, the licensed marijuana distributor agent must: (a) 

carry a copy of the trip plan with him or her for the duration of the trip; (b) have his or her marijuana establishment 

agent card in his or her immediate possession; (c) use a vehicle without any identification relating to marijuana and 

which is equipped with a secure lockbox or locking cargo area which must be used for the sanitary and secure 

transportation of marijuana, or marijuana products; (d) have a means of communicating with the marijuana 

establishment for which he or she is providing the transportation; and (e) ensure that all marijuana or marijuana 

products are not visible. After transporting marijuana or marijuana products a licensed marijuana distributor agent 

must enter the end time of the trip and any changes to the trip plan that was completed. 

 

Each licensed marijuana distributor agent transporting marijuana or marijuana products must report any: (a) vehicle 

accident that occurs during the transportation to a person designated by the marijuana distributor to receive such 

reports within two (2) hours after the accident occurs; and (b) loss or theft of marijuana or marijuana products that 

occurs during the transportation to a person designated by the marijuana distributor to receive such reports 

immediately after the marijuana establishment agent becomes aware of the loss or theft. A marijuana distributor that 

receives a report of loss or theft pursuant to this paragraph must immediately report the loss or theft to the 

appropriate law enforcement agency and to the Nevada Taxation Department. The distributor must report any 

unauthorized stop that lasts longer than two (2) hours to the Nevada Taxation Department. 

 

A marijuana distributor shall maintain the required documents and provide a copy of the documents required to the 

Nevada Taxation Department for review upon request.  Each marijuana distributor shall maintain a log of all 

received reports. 

 

Employees of licensed marijuana distributors, including drivers transporting marijuana and marijuana products, 

must be 21 years of age or older and must obtain a valid marijuana establishment agent registration card issued by 

the Nevada Taxation Department.  If a marijuana distributor is co-located with another type of business, all 

employees of co-located businesses must have marijuana establishment agent registration cards unless the co-located 

business does not include common entrances, exits, break room, restrooms, locker rooms, loading docks, and other 

areas as are expedient for business and appropriate for the site as determined and approved by Nevada Taxation 

Department inspectors. While engaged in the transportation of marijuana and marijuana products, any person that 

occupies a transport vehicle when it is loaded with marijuana or marijuana products must have their physical 

marijuana establishment agent registration card in their possession. 

 

All drivers must carry in the vehicle valid driver’s insurance at the limits required by the State of Nevada and the 

Nevada Taxation Department. All drivers must be bonded in an amount sufficient to cover any claim that could be 

brought, or disclose to all parties that their drivers are not bonded. Marijuana establishment agent registration 

cardholders and the licensed marijuana distributor they work for are responsible for the marijuana and marijuana 

product once they takes control of the product and leave the premises of the marijuana establishment. 

 

There is no load limit on the amount or weight of marijuana and marijuana products that are being transported by a 

licensed marijuana distributor. Marijuana distributors are required to adhere to Nevada Taxation Department 
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regulations and those required through their insurance coverage. When transporting by vehicle, marijuana and 

marijuana product must be in a lockbox or locked cargo area. A trunk of a vehicle is not considered secure storage 

unless there is no access from within the vehicle and it is not the same key access as the vehicle. Live plants can be 

transported in a fully enclosed, windowless locked trailer or secured area inside the body/compartment of a locked 

van or truck so that they are not visible to the outside. If the value of the marijuana and marijuana products being 

transported by vehicle is in excess of $10,000 (the insured value per the shipping manifest), the transporting vehicle 

must be equipped with a car alarm with sound or have no less than two (2) of the marijuana distributor’s marijuana 

establishment agent registration cardholders involved in the transportation. All marijuana and marijuana product 

must be tagged for purposes of inventory tracking with a unique identifying label as required by the Nevada 

Taxation Department and remain tagged during transport. This unique identifying label should be similar to the 

stamp for cigarette distribution.  All marijuana and marijuana product when transported by vehicle must be 

transported in sealed packages and containers and remain unopened during transport.  All marijuana and marijuana 

product transported by vehicle should be inventoried and accounted for in the inventory tracking system. Loading 

and unloading of marijuana and marijuana products from the transporting vehicle must be within view of existing 

video surveillance systems prior to leaving the origination location. Security requirements are required for the 

transportation of marijuana and marijuana products. 

 

Department Inspections 

 

Each establishment that has been granted a provisional operating certificate by the Nevada Taxation Department 

must undergo facility and audit inspections by the Nevada Taxation Department prior to the issuance of a final 

registration certificate. Additionally, the issuance of a registration certificate is considered provisional until the 

establishment is in compliance with all applicable local government requirements including, without limitation, the 

issuance of a local business licenses. 

After an establishment registration certificate has been issued, the marijuana establishment is subject to reasonable 

inspection from the Nevada Taxation Department and a licensee must make himself or herself, or an agent, available 

and present for any inspection required by the Nevada Taxation Department. 

Delivery and Online Distribution 

There are specific situations in which the delivery of marijuana to customers is allowed under the Nevada Taxation 

Department regulations. Delivery services to customers may only be carried out by retail stores that are licensed 

properly by the Nevada Taxation Department. Deliveries can only be brought to the residential addresses of 

customers and only within the State of Nevada. Delivery was allowed as soon as retail marijuana sales began on July 

1, 2017, although those regulations were only temporary. Drivers may not deliver more than the legal amount of 

marijuana, which is currently one ounce, in compliance with the existing seed-to-sale tracking system. See 

“Cannabis Market Overview – Legal and Regulatory Matters – Nevada State Level Overview – Regulatory 

Framework”. Marijuana or marijuana products may not be shipped via the US Postal Service or via any private 

courier. 

Recreational Marijuana 

Nevada law permits a person 21 years of age or older to possess, use, consume, purchase, obtain, process, or 

transport marijuana paraphernalia, one ounce or less of marijuana other than concentrated marijuana, or one-eighth 

of an ounce or less of concentrated marijuana. 

Massachusetts State Level Overview  

Massachusetts permits the sale of both medical and adult-use cannabis under two different regimes.   

Massachusetts legalized cultivation and sales of medical marijuana when voters passed a ballot question that became 

Chapter 369 of the Acts of 2012, “An Act for the Humanitarian Medical Use of Marijuana” (the “Medical Act”). 

Adult-use (recreational) marijuana is now legal following a ballot initiative in November of 2017 which became 

Chapter 334 of the Acts of 2016 and created the “Regulation and Taxation of Marijuana Act”, which became 

codified as MGL ch. 94G. Before it became effective, the Massachusetts legislature amended the Regulation and 
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Taxation of Marijuana Act and MGL ch. 94G by adopting Chapter 55 of the Acts of 2017 (at the same time, the 

legislature codified the Medical Act as Ch. 94I).  

Regulatory Agencies   

Medical licensees are referred to as Medical Marijuana Treatment Centers or Registered Medical Dispensaries 

(“RMDs”). Each RMD must grow, process and dispense their own marijuana. No medical licensee may operate 

more than three dispensaries or more than two cultivation locations. Adult use licensees (which operate “Marijuana 

Establishments”) are not required to be similarly vertically integrated, but may apply for up to three of each of 

following licenses: cultivate, manufacture/production, third party transport, and dispensary. The same licensee may 

act or function as both an adult use Marijuana Establishment and an RMD, at the same or different locations, but it 

must then comply with both sets of regulations. Licensees may sell and grow marijuana at the same locations, or at 

remote locations. The Massachusetts Department of Public Health (the “MA DPH”) was the regulatory body that 

oversaw the licensing and supervisions of RMDs and the administration of the Medical Act. Pursuant to the 

regulations at 105 CMR 725.000, et seq., including the registration of corporations to cultivate and dispense 

marijuana for medical use, and the registration of physicians, patients, personal caregivers, dispensaries, caregiving 

institutions, independent testing laboratories and their associated agents. As of December 22, 2018, the 

Massachusetts Cannabis Control Commission (the “MA CCC”), a regulatory body created in 2018, oversees the 

administration of both the medical and adult-use program. For the adult use program, it has issued regulations at 935 

CMR 500.000, et seq., including establishing requirements for the registration of persons and entities to cultivate, 

manufacture, transport, and dispense marijuana for adult-use, the creation of independent testing laboratories and the 

continued oversight of all such businesses. The MA CCC now administers both its own and the DPH regulations at 

105 CMR 725.000, et seq., these are administered as two separate sets of regulations.  

Registration and Certification 

The MA CCC grants all cannabis cultivation, processing and dispensary licenses. To obtain a license to cultivate, 

process and/or dispense cannabis, each applicant must file an application detailing the applicant’s business structure, 

management profile, operations profile, capitalization, architectural plans and the proposed location of business 

operations. 

Inspections 

A license holder must be available for inspection by the MA CCC upon request. A license holder must maintain 

written records for a period of at least two (2) years regarding operating procedures, inventory, seed-to-sale tracking, 

personnel, financials and waste disposal. 

Security Requirements 

A license holder must implement sufficient security measures to deter and prevent unauthorized entrance into areas 

containing cannabis and theft of cannabis. A license holder is required to use and maintain security alarms, locks, 

surveillance equipment, safes, a lit outside perimeter and additional safeguards as required by the MA CCC if the 

MA CCC determines that additional safeguards are necessary. A license holder’s written operating procedures must 

contain a policy requiring the immediate dismissal of any employee that diverts cannabis or engages in unsafe 

practices. 

Operations 

A license holder must maintain a set of detailed written operating procedures regarding security measures, employee 

security policies, hours of operations, pricing, inventory storage, record keeping procedures, quality control, staffing 

plan and records, emergency procedures, employee termination procedures, a list of board members and executives, 

and cash handling procedures. Each license holder must maintain minimum liability insurance coverage. A license 

holder’s employees are required to complete training prior to performing job functions. Furthermore, a license 

holder is required to abide by packaging and labeling requirements and edible cannabis products cannot bear a 

reasonable resemblance to any product available for consumption as a commercially available candy. Certain license 

holders are required to provide educational materials about cannabis to customers. 
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Record Keeping and Inventory Tracking 

Massachusetts requires license holders to maintain written records for a period of at least two (2) years regarding 

operating procedures, inventory, seed-to-sale tracking, personnel, financials and waste disposal. Each license holder 

is required to track cannabis inventory from seed-to-sale, including by tagging all cannabis inventory. A license 

holder is required to conduct a monthly inventory of cannabis inventory. 

As of November 30, 2018, Massachusetts had 47 RMDs open for sales to approximately 58,000 registered and 

active patients across the state, and two retail adult-use Marijuana Establishments open for sales (3 more retail 

Marijuana Establishments opened in December). In the 2018 fiscal year, approximately 179,574 ounces of medical 

marijuana were dispensed across the state.
23

 

Andrew E. Lelling is the U.S. Attorney for the District of Massachusetts. On January 24, 2018, Mr. Lelling issued 

the following statements: “Marijuana cultivation and trafficking is unambiguously illegal under federal law.” “That 

said, the number one enforcement priority from my office is the opioid crisis.” “Twenty-one hundred people in 

Massachusetts were killed by opioid overdoses, not marijuana overdoses.” “The number one drug enforcement 

priority for us is not marijuana, it’s opioids.” “Historically, the marijuana cases that we have pursued have almost 

always been bulk importation of marijuana from Canada or from Mexico accompanied by money laundering.” 

Compliance with State Regulatory Frameworks 

Nevada Regulatory Compliance 

Each of the Nevada-based Target Businesses that possess licenses and/or operate dispensaries (namely, Washoe, 

Canopy and LivFree) is in compliance with applicable licensing requirements and the regulatory framework enacted 

by the State of Nevada, and maintains the appropriate licenses for the cultivation, production, distribution and 

operation of dispensaries, as applicable. 

None of the Nevada-based Target Businesses has experienced any non-compliance which may have an impact on its 

licenses, business activities or operations which has not been remedied, nor are any of the Nevada-based Target 

Businesses subject to any outstanding notices of violation by the State of Nevada which may have an impact on its 

licenses, business activities or operations. As noted under “Non-Compliance with State and Local Cannabis Laws” 

below, CSAC intends to cause the Target Businesses to promptly remedy any known occurrences of non-

compliance with applicable State and local cannabis rules and regulations and CSAC intends to publicly disclose 

any non-compliance, citations or notices of violation which may have an impact on its licenses, business activities or 

operations. 

Each of the Nevada-based Target Businesses uses an end-to-end (“seed to sale”) capable control system for tracking 

and tracing cannabis plants and products. Each of BioTrack THC and Metrc are in use among the Nevada-based 

Target Businesses. These solutions have been specifically designed to satisfy the applicable reporting requirements 

associated with regulated cannabis activities. 

In addition to these software-based control systems, each of the Nevada-based Target Businesses has designated a 

set of operating procedures, including employee training in respect of such procedures, to secure compliance. 

Standard operating procedures in respect of regulatory compliance were developed by each of the Nevada-based 

Target Businesses and reviewed with the applicable regulators during each Nevada-based Target Business’ initial 

licensing processes and are reviewed on a continuous basis by virtue of ongoing inspections and reviews by the 

applicable regulatory authorities. Managers and employees at each of the Nevada-based Target Businesses are 

empowered to identify key business processes that should be formally documented to assure safety and regulatory 

compliance. 

                                                           

23 The Medical Use of Marijuana Program (November 30, 2018). Massachusetts Medical Use of Marijuana Program: External 

Dashboard. Available at https://www.mass.gov/lists/medical-use-of-marijuana-program-monthly-dashboards. 
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Each of the Nevada-based Target Businesses has detailed standard operating procedures in respect of building 

security, cash management, security of financial instruments, security monitoring systems, security of information, 

and general security and safety.  

Each of the Nevada-based Target Businesses (other than Cannapunch, which does not operate dispensaries) utilizes 

a security system around the perimeter of each dispensary designed to prevent and detect diversion, theft or less of 

marijuana, utilizing commercial grade security and surveillance equipment in compliance with State regulatory 

requirements. 

Additionally, each of the Nevada-based Target Businesses also has detailed standard operating procedures and 

protocols for inventory and storage processes, including responsibility for management, inventory limits, inventory 

counts and reviews, facility reporting, cannabis inventory receipts, a waste disposal plan, salvage and solid waste 

disposal. 

Inventory Management Requirements: Each Nevada-based Target Business maintains policies and procedures 

and employs industry-specific software to track inventory and ensure strict regulatory compliance at both the retail 

and wholesale levels. These processes include: 

 wholesale transfer; 

 inventory intake; 

 inventory management; 

 retail transactions; and 

 sales data tracking and reporting. 

Procedures exist to ensure each applicable Nevada-based Target Business facility tracks its cumulative inventory of 

seeds, plants, and usable marijuana. Generally, these inventory control systems are designed to: 

 establish and maintain a perpetual inventory system which adequately documents the flow of materials 

through the manufacturing process; 

 establish procedures which reconcile the raw material used to the finished product on the basis of each job; 

and 

 seek to ensure the absence of significant variances between system outputs and physical inventory counts. 

For cultivation and production facilities, for each lot received at a facility, such inventory control systems are 

designed to document: 

 the batch or lot number; 

 the strain of the marijuana seeds or marijuana cuttings planted; 

 the number of marijuana seeds or marijuana cuttings planted; 

 the date on which the marijuana seeds or cuttings were planted; 

 a log or schedule of chemical additives used in the cultivation, including nonorganic pesticides, herbicides 

and fertilizers; 

 the number of marijuana plants grown to maturity; 

 harvest information, including: 

o the date of harvest; 
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o the final yield weight of processed usable marijuana; and 

o the name and agent registration card number of the agent responsible for the harvest; 

 marijuana flowers in process in all locations; 

 marijuana in storage by location; 

 marijuana in locked containers awaiting disposal; and 

 an audit trail of all material inventory adjustments. 

Retail dispensaries maintain current and complete books and records and sales reports, including invoices that 

reflect all purchases and sales of marijuana made to and by the applicable dispensary, that are available from an 

electronic verification systems, point of sale systems, and/or inventory control systems (which may be separate 

systems or functionalities combined into a single system) and are stored in secure safe rooms. Such records include: 

 in respect of dispensary inventory: 

 

o the date and time of delivery of each purchase or transfer from a cultivation or production facility; 

 

o the quantity, type and form and price of marijuana and infused or edible products purchased from 

a cultivation or production facility in each purchase as well as related products; 

 

o invoices and delivery documents, showing entry into the inventory control system; and 

 

o the quantity of marijuana still available for sale at the dispensary; and 

 

 in respect of dispensary retail sales: 

 

o the date and time of each retail sale; 

 

o the quantity, type, form, and price of marijuana distributed or dispensed; 

 

o the price paid or consideration given for the marijuana; 

 

o identifying information of the purchaser (i.e., name and address, and card number in the case of 

medical marijuana transactions); and 

 

o identifying information of the employee conducting the transaction (i.e., the name, initials, or 

employee identification number of the person who dispensed or sold the marijuana).  

 

All invoices and delivery documents must be systematically filed and maintained for a period of five years from date 

of delivery and must show a legible and complete statement of terms and conditions for each purchase. 

Sales records must be compliant with all applicable Nevada-based Target Business’ policies and procedures 

according to applicable documented plans, State laws and regulations, and must include for regulatory authority 

reporting and internal tracking purposes: 

 the date and time of each sale; 

 the method of distribution (on-site or delivery); 

 the quantity, form, and price marijuana and any other products dispensed; 

 the consideration given; 



  

73 

 the name, address, and identification number of the marijuana as recorded on the electronic verification 

system; and 

 the names, initials, or employee identification numbers of the individuals who packaged, dispensed, 

delivered, and sold the marijuana. 

Disposal of Inventory: All marijuana waste, including waste composed of or containing finished marijuana, must 

be stored, secured, and managed in accordance with applicable state and local statutes, ordinances, and regulations. 

All waste disposed by applicable Nevada-based Target Businesses is recorded in the relevant inventory control 

system, including: 

 a description of and reason for the marijuana being disposed of, including, if applicable, the number of 

failed or other unusable marijuana plants; 

 the date of disposal; 

 confirmation that the marijuana was rendered unusable before disposal; 

 the method of disposal; and 

 the name and card number of the agent responsible for the disposal. 

Only specifically authorized employees can destroy product. A list of authorized employees that may destroy 

product is required to be maintained at each such Nevada-based Target Business facility. Permissions are defined by 

agent and password protected. The destroyed weight and the reason for destruction is required and recorded. The 

Nevada-based Target Business’ inventory control systems can generate reports on destroyed material at any point in 

the destruction process. 

In addition to controls over inventory, State regulatory frameworks specify guidelines in respect of general security. 

General Security Guidelines: The applicable Nevada-based Target Business’ general security guidelines include: 

 background checks for current/new employees, particularly if the employee is to be accessing restricted 

areas; 

 

 maintaining video surveillance of facilities;  

 

 maintaining visitor logs; 

 

 providing for and maintaining secure perimeters for facilities; 

 

 requesting employees to watch for suspicious activities; 

 

 keeping all access system credentials, access codes, access cards, passwords, etc., in a way that is designed 

to be secure and accessible only to specifically authorized personnel; 

 

 retrieving keys and employment identification cards from an employee and changing computer access 

passwords when their employment ends; 

 

 arranging for prompt and safe disposal of materials; 

 

 all employees being required to be trained on emergency procedures; and 

 

 posting emergency response numbers, including fire, law enforcement, and executive team in several 

locations in each facility. 
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Cash Management: As noted above, the applicable Nevada-based Target Businesses have detailed standard 

operating procedures and protocols for cash management, including internal controls and cash security procedures. 

Examples of such standard operating procedures and protocols used by certain of the Nevada-based Target 

Businesses’ dispensaries include, without limitation: 

 random review of cash register drawers by dispensary supervisors; 

 

 random removal of cash from cash register drawers by dispensary supervisors and 

placement of such cash into a secure vault; 

 

 insertion of all cash from cash registers drawers into a secure vault at the end of each day; 

 

 recording of daily cash intake by supervisors on a “Register Close” sheet and daily 

reconciliation of such values against daily sales reports and the prior day’s recording of 

total cash on-hand; 

 

 recording of all disbursements on a disbursement form; and 

 

 daily audits of total cash on hand and investigations in respect of any noted variances. 

 

Each of Washoe, Canopy and LivFree have worked with internal advisors (Mr. Clint Cates, as Director of 

Compliance, who is a licensed attorney, in the case of Canopy and Washoe; and Mr. Dane Roney, an employee who 

is not a lawyer, in the case of LivFree) to help prescribe and/or implement measures designed to seek to ensure 

compliance with applicable State laws on an ongoing basis, including: 

 correspondence and updates with regulators; 

 ongoing monitoring of compliance with operating procedures and regulations by on-site management; and  

 appropriate employee training for all standard operating procedures. 

As Cannapunch does not hold its own licenses, but operates instead under a joint venture agreement, Cannapunch 

has relied on communication with compliance personnel of the license holder regarding compliance matters and 

communication with regulators via periodic inspections and notices to remain in compliance. To the best of 

Cannapunch’s knowledge, the license holder (being LivFree) is in compliance with applicable State and local 

cannabis rules and regulations. 

In Nevada, each of Washoe and Canopy enlists its internal legal personnel, including Mr. Cates, its Director of 

Compliance, who is a licensed attorney under the State Bar of Nevada, in good standing, whose responsibilities 

include monitoring the day-to-day activities, ensuring that the established standard operating procedures are being 

adhered to, identifying any non-compliance matters and putting into place the necessary modifications to ensure 

compliance. 

In Nevada, LivFree enlists its internal compliance personnel, whose responsibilities include monitoring the day-to-

day activities, ensuring that the established standard operating procedures are being adhered to, identifying any non-

compliance matters and putting into place the necessary modifications to ensure compliance. 

While the Nevada-based Target Businesses are compliant with State and local cannabis laws, their cannabis-related 

activities remain illegal under United States federal law. See “Risk Factors”. 

Massachusetts Regulatory Compliance 

Sira is in compliance with applicable licensing requirements and the regulatory framework enacted by the State of 

Massachusetts, and maintains the appropriate licenses for the cultivation, production, distribution and operation of 

dispensaries, as applicable. 
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Sira has not experienced any non-compliance which may have an impact on its licenses, business activities or 

operations which has not been remedied, nor is Sira subject to any outstanding notices of violation by the State of 

Massachusetts which may have an impact on its licenses, business activities or operations. As noted under “Non-

Compliance with State and Local Cannabis Laws” below, CSAC intends to cause the Target Businesses to promptly 

remedy any known occurrences of non-compliance with applicable State and local cannabis rules and regulations 

and CSAC intends to publicly disclose any non-compliance, citations or notices of violation which may have an 

impact on its licenses, business activities or operations. Given the stage of Sira’s business, Sira has, on an on-going 

basis, internally reviewed applicable Massachusetts laws and regulations relating to the cultivation, manufacture, 

distribution and sale of cannabis and cannabis products and has internally analyzed its exposure to U.S. federal 

law.  Following the consummation of the Transaction, CSAC intends to cause Sira to engage external legal advisors 

or internal compliance personnel to provide on-going advice on applicable U.S. federal and Massachusetts laws, as it 

moves into recreational cannabis sales. 

Sira currently possesses three (3) effective registered marijuana dispensary registrations which allow Sira to 

cultivate, manufacture and sell medical marijuana in Massachusetts. With regard to adult use, Sira currently 

possesses licenses to cultivate, manufacture and transport to other marijuana establishments in 

Massachusetts.  These adult use licenses, however, do not permit Sira to engage in these activities at this time, but 

rather, are subject to further approvals which must be issued by the applicable marijuana regulators in 

Massachusetts.  No assurance can be given that the applicable marijuana regulators in Massachusetts will issue such 

further approvals and allow Sira to participate in the Massachusetts adult use market, or if they do when they do so.  

In order to secure compliance with applicable regulatory frameworks, Sira employs a combination of software-based 

metric tracking and operational processes and procedures designed to comply with in-place regulatory requirements. 

Sira uses Microsoft Dynamics 365 Cannabis, an end-to-end (“seed to sale”) capable control system, for tracking and 

tracing cannabis plants and products. This solution has been specifically designed to satisfy the applicable reporting 

requirements associated with regulated cannabis activities. 

In addition to the software-based control systems, Sira has designated a set of operating procedures, including 

employee training in respect of such procedures, to secure compliance. 

Standard operating procedures in respect of regulatory compliance were developed by Sira and reviewed with the 

applicable regulators during Sira’s initial licensing processes and are reviewed on a continuous basis by virtue of 

ongoing inspections and reviews by the applicable regulatory authorities. Managers and employees at Sira are 

empowered to identify key business processes that should be formally documented to assure safety and regulatory 

compliance. 

Sira has detailed standard operating procedures in respect of building security, cash management, security of 

financial instruments, security monitoring systems, security of information, and general security and safety.  

Sira utilizes a security system around the perimeter of each dispensary designed to prevent and detect diversion, 

theft or less of marijuana, utilizing commercial grade security and surveillance equipment in compliance with State 

regulatory requirements. 

Additionally, Sira also has detailed standard operating procedures and protocols for inventory and storage processes, 

including responsibility for management, inventory limits, inventory counts and reviews, facility reporting, cannabis 

inventory receipts, a waste disposal plan, salvage and solid waste disposal. 

Inventory Management Requirements: Sira maintains policies and procedures and employs industry-specific 

software to track inventory and ensure strict regulatory compliance at both the retail and wholesale levels. These 

processes include: 

 wholesale transfer; 

 inventory intake; 

 inventory management; 
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 retail transactions; and 

 sales data tracking and reporting. 

Procedures exist to ensure each applicable Sira facility tracks its cumulative inventory of seeds, plants, and usable 

marijuana. Generally, these inventory control systems are designed to: 

 establish and maintain a perpetual inventory system which adequately documents the flow of materials 

through the manufacturing process; 

 establish procedures which reconcile the raw material used to the finished product on the basis of each job; 

and 

 seek to ensure the absence of significant variances between system outputs and physical inventory counts. 

For cultivation and production facilities, for each lot received at a facility, such inventory control systems are 

designed to document: 

 the batch; 

 the strain of the marijuana seeds or marijuana cuttings planted; 

 the number of marijuana seeds or marijuana cuttings planted; 

 the date on which the marijuana seeds or cuttings were planted; 

 a log or schedule of chemical additives used in the cultivation, including nonorganic pesticides, herbicides 

and fertilizers; 

 the number of marijuana plants grown to maturity; 

 harvest information, including: 

o the date of harvest; and 

o the final yield weight of processed usable marijuana; 

 marijuana flowers in process in all locations; 

 marijuana in storage by location; 

 marijuana in locked containers awaiting disposal; and 

 an audit trail of all material inventory adjustments. 

Retail dispensaries maintain current and complete books and records and sales reports, including invoices that 

reflect all purchases and sales of marijuana made to and by the applicable dispensary, that are available from Sira’s 

electronic verification systems, point of sale systems, and/or inventory control systems (which may be separate 

systems or functionalities combined into a single system) and are stored in secure safe rooms. Such records include: 

 in respect of dispensary inventory: 

 

o the date and time of delivery of each purchase or transfer from a cultivation or production facility; 

 

o the quantity, type and form of marijuana and infused or edible products purchased from a 

cultivation or production facility in each purchase as well as related products; 

 

o invoices and delivery documents, showing entry into the inventory control system; and 
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o the quantity of marijuana still available for sale at the dispensary; and 

 

 in respect of dispensary retail sales: 

 

o the date and time of each retail sale; 

 

o the quantity, type, form, and price of marijuana distributed or dispensed; 

 

o the price paid or consideration given for the marijuana; 

 

o identifying information of the purchaser (i.e., name and address, and card number in the case of 

medical marijuana transactions); and 

 

o identifying information of the employee conducting the transaction (i.e., the name, initials, or 

employee identification number of the person who dispensed or sold the marijuana).  

 

All invoices and delivery documents must be systematically filed and must show a legible and complete statement of 

terms and conditions for each purchase. 

Sales records must be compliant with all applicable Sira policies and procedures according to applicable 

documented plans, State laws and regulations, and must include for regulatory authority reporting and internal 

tracking purposes: 

 the date and time of each sale; 

 the method of distribution (on-site or delivery); 

 the quantity, form, and price marijuana and any other products dispensed; 

 the consideration given; 

 the name, address, and identification number of the marijuana as recorded on the electronic verification 

system; and 

 the names, initials, or employee identification numbers of the individuals who packaged, dispensed, 

delivered, and sold the marijuana. 

Disposal of Inventory: All marijuana waste, including waste composed of or containing finished marijuana, must 

be stored, secured, and managed in accordance with applicable state and local statutes, ordinances, and regulations. 

All waste disposed of by Sira is recorded in Sira’s inventory control system, including: 

 a description of and reason for the marijuana being disposed of, including, if applicable, the number of 

failed or other unusable marijuana plants; 

 the date of disposal; 

 confirmation that the marijuana was rendered unusable before disposal; and 

 the method of disposal;  

In addition to controls over inventory, State regulatory frameworks specify guidelines in respect of general security. 

General Security Guidelines: Sira’s general security guidelines include: 

 background checks for current/new employees, particularly if the employee is to be accessing restricted 

areas; 

 

 maintaining video surveillance of facilities;  
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 maintaining visitor logs; 

 

 providing for and maintaining secure perimeters for facilities; 

 

 requesting employees to watch for suspicious activities; 

 

 keeping all access system credentials, access codes, access cards, passwords, etc., in a way that is designed 

to be secure and accessible only to specifically authorized personnel; 

 

 retrieving keys and employment identification cards from an employee and changing computer access 

passwords when their employment ends; 

 

 arranging for prompt and safe disposal of materials; 

 

 all employees being required to be trained on emergency procedures; and 

 

 posting emergency response numbers, including fire, law enforcement, and executive team in several 

locations in each facility. 

 

Cash Management: As noted above, Sira has detailed standard operating procedures and protocols for cash 

management, including internal controls and cash security procedures. Examples of such standard operating 

procedures and protocols used by Sira’s dispensaries include, without limitation: 

 random review of cash register drawers by dispensary supervisors; 

 

 random removal of cash from cash register drawers by dispensary supervisors and 

placement of such cash into a secure vault; 

 

 insertion of all cash from cash registers drawers into a secure vault at the end of each day; 

 

 recording of daily cash intake by supervisors on a “Register Close” sheet and daily 

reconciliation of such values against daily sales reports and the prior day’s recording of 

total cash on-hand; 

 

 recording of all disbursements on a disbursement form; and 

 

 daily audits of total cash on hand and investigations in respect of any noted variances. 

 

Sira has worked with an internal advisor (Mr. Michael Dundas, as director and its Chief Executive Officer, who is a 

licensed attorney) to help prescribe and/or implement measures designed to seek to ensure compliance with 

applicable State laws on an ongoing basis, including: 

 correspondence and updates with regulators; 

 ongoing monitoring of compliance with operating procedures and regulations by on-site management; and  

 appropriate employee training for all standard operating procedures. 

In Massachusetts, Sira enlists its internal personnel, including Mr. Dundas, its director and Chief Executive Officer, 

who is a licensed attorney under the State Bar of Massachusetts, in good standing, whose responsibilities include 

monitoring the day-to-day activities, ensuring that the established standard operating procedures are being adhered 

to, identifying any non-compliance matters and putting into place the necessary modifications to ensure compliance. 

While Sira is compliant with State and local cannabis laws, its cannabis-related activities remain illegal under 

United States federal law. See “Risk Factors”. 



  

79 

Non-Compliance with State and Local Cannabis Laws 

From time to time, as with all businesses and all rules, it is anticipated that the Target Businesses may experience 

incidences of non-compliance with applicable rules and regulations, which may include minor matters such as: 

 staying open slightly too late due to an excess of customers at stated closing time; 

 minor inventory discrepancies with regulatory reporting software; 

 missing fields in regulatory reports; 

 cleaning schedules not available on display; 

 educational materials and/or interpreter services not available in an sufficient number of languages; 

 updated staffing plan not immediately available on site; 

 improper illumination of external signage; 

 marijuana infused product utensils improperly stored; 

 labels out of compliance with most recent regulatory guidelines; 

 partial obstruction of camera views; and 

 onsite surveillance room used for any other function (i.e. storage). 

In addition, either on an inspection basis or in response to complaints, such as from neighbours, customers or former 

employees, State or local regulators may among other things issue “show cause” letters, give warnings to or cite the 

Target Businesses for violations, including those listed above. Such regulatory actions could lead to the requirement 

to remedy the situation, or, in more serious cases, lead to penalties and/or amendments, suspensions or revocations 

of licenses or otherwise have an impact on CSAC’s licenses, business activities or operations.  

While at this time, each of the Target Businesses do not conduct internal audits with respect to compliance with 

applicable State and local cannabis rules and regulations, CSAC intends, following closing of the Transaction, to 

implement regular compliance reviews to seek to ensure compliance with applicable State and local cannabis rules 

and regulations. 

CSAC intends to cause the Target Businesses to promptly remedy any known occurrences of non-compliance with 

applicable State and local cannabis rules and regulations and CSAC intends to publicly disclose any non-

compliance, citations or notices of violation which may have an impact on its licenses, business activities or 

operations. 

Ability to Access Public and Private Capital 

CSAC has historically, and will continue to have upon closing of the Transaction, access to equity financing from 

the public capital markets by virtue of its status as a reporting issuer in each of the provinces and territories of 

Canada other than Quebec. 

Each of the Target Businesses has historically, and continues to have, access to equity and debt financing from the 

prospectus exempt (private placement) markets in Canada and the U.S.. Each of the Target Businesses also has 

relationships with sources of private capital (such as funds and high net worth individuals) that could be investigated 

at a higher cost of capital. 

While the Target Businesses are not able to obtain bank financing in the U.S. or financing from other U.S. federally 

regulated entities, they currently have access to equity financing through the private markets in Canada and the U.S. 

Since the use of marijuana is illegal under U.S. federal law, and in light of concerns in the banking industry 

regarding money laundering and other federal financial crime related to marijuana, U.S. banks have been reluctant to 

accept deposit funds from businesses involved with the marijuana industry. Consequently, businesses involved in 

the marijuana industry often have difficulty finding a bank willing to accept their business. Likewise, marijuana 

businesses have limited, if any, access to credit card processing services. As a result, marijuana businesses in the 

U.S. are largely cash-based. This complicates the implementation of financial controls and increases security issues. 

Commercial banks, private equity firms and venture capital firms have approached the cannabis industry cautiously 

to date. However, there are increasing numbers of high net worth individuals and family offices that have made 

meaningful investments in companies and businesses similar to the Target Businesses’. Although there has been an 
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increase in the amount of private financing available over the last several years, there is neither a broad nor deep 

pool of institutional capital that is available to cannabis license holders and license applicants. There can be no 

assurance that additional financing, if raised privately, will be available to CSAC when needed or on terms which 

are acceptable to CSAC. CSAC’s inability to raise financing to fund capital expenditures or acquisitions could limit 

its growth and may have a material adverse effect upon future profitability.  See “Risk Factors – CSAC may be 

subject to restricted access to banking services in the United States and Canada.” 

THE BUSINESS OF THE TARGET BUSINESSES 

LivFree Wellness LLC 

Business Overview 

LivFree is a leading Nevada-based cannabis company with retail dispensary operations in Las Vegas and Reno, 

Nevada. LivFree operates in both the medical and adult-use segments of the Nevada cannabis market. LivFree 

operates three retail dispensaries where it sells products purchased in the wholesale market. 

LivFree was formed in 2016 through the merger of three predecessor entities, each of which was formed in 2014. 

LivFree received its initial regulatory approvals in November 2014, received its State, county, and city licenses in 

2016. In 2016, LivFree began operating dispensaries under medical licenses and entered the adult-use segment of 

the cannabis market in 2017. 

Key Business Line 

LivFree’s key business line is the operation of retail dispensaries.  

LivFree operates three dispensaries in Nevada. The Las Vegas dispensary is approximately 3,500 square feet. and 

averaged approximately $9,800 and $16,300 in daily sales for the year ended December 31, 2017 and the nine 

months ended September 30, 2018, respectively. The Henderson dispensary is approximately 3,500 square feet and 

averaged approximately $9,800 and $35,800 in daily sales for the year ended December 31, 2017 and the nine 

months ended September 30, 2018, respectively. The Reno dispensary is approximately 7,900 square feet and 

averaged approximately $20,400 and $35,600 in daily sales for the year ended December 31, 2017 and the nine 

months ended September 30, 2018, respectively. All three dispensaries opened in 2016 under medical dispensary 

licenses. LivFree’s Las Vegas and Reno dispensaries began recreational adult-use sales in July 2017 and the 

Henderson dispensary began recreational sales in October 2017, the earliest date legally permitted in that 

jurisdiction.  

The by-laws of Henderson, NV, currently prohibit public company ownership of cannabis operations located in 

Henderson. Accordingly, unless such by-laws are changed, CSAC will not be able to acquire LivFree’s Henderson 

operations or any interest therein, which is estimated by CSAC to have comprised  approximately 40% of LivFree’s 

revenues in 2018 and approximately 20% of CSAC’s projected consolidated revenues in 2018 on a pro-forma basis. 

See “Risk Factors - The City of Henderson, Nevada, currently prohibits public company ownership of cannabis 

businesses”.  

Leases 

LivFree party to a lease with Ponderosa View LLC and Billco Holdings LLC dated June 1, 2018 in respect of the 

20,320 square-foot premises located at 3900 W. Ponderosa Way, Las Vegas, Nevada 89118. The term of the lease is 

for 60 months, and has a base rent of $14,224.00 per month. The premises are to be used and occupied for the 

purpose of a marijuana cultivation and production facility and for no other use. 

LivFree is party to a lease with EMR Land Co., LLC, dated April 26, 2018 in respect of its marijuana cultivation and 

production facility located at 435 Eureka Avenue, Reno, Nevada 89512. The term of the lease is 12 months from 

June 4, 2018, and expires June 30, 2019. The lease contains a 72-month renewal option and additional 60-month 

renewal options after that. Base rent for the current period is $7,030.24 per month.  

LivFree is party to a lease among SDDB Holdings, LLC and Billco Holdings LLC in respect of the property located 

at 50 N. Gibson Road, Nevada 89014. Base rent for the current period is $3,286 per month. The property is to be 
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used for the legal, general, administrative, and sales uses associated with a medical cannabis dispensary and other 

lawfully-related uses (specifically excluding cultivation). 

LivFree is party to a shopping center lease with Resort Management Investments, LLC and Saxie Enterprises, LLC 

dated July 29, 2015 in respect of the premises located at 5347 S. Decatur Boulevard, Las Vegas, Nevada 89118. The 

lease is 38 months into its first 60-month renewal term with the option to exercise an additional 60-month renewal 

term in October of 2020. The current rent is calculated at $2.43 per square foot for a monthly rent of $6,655.77.  

LivFree is party to a lease dated May 1, 2014, with Euphoria Wellness LLC and Serene West, LLC, as assigned to 

JDSS Investments LLC pursuant to an assignment of lease agreement dated February 6, 2018. The lease is for the 

roughly 20,000 square foot premises located at 3926 Ponderosa Way, Las Vegas, Nevada 89118. 

LivFree is party to a lease agreement with Mark and Phyllis Alexander Family Limited Partnership and Mark and 

Carolyn Alexander Family Limited Partnership dated July 20, 2014 in respect of the premises located at 100 West 

Plumb Lane, Reno, Nevada 89509. The lease term is for 120 months from September 1, 2014, and expires July 31, 

2021, with two 36-month renewal options. The base rent is for $6,900 per month with 5% increases per year. 

LivFree is obligated by the lease agreement to use the premises in strict compliance with all State and local cannabis 

laws and maintain all permits, licenses, and approvals for the State of Nevada and City of Reno. 

Products 

Cannabis and cannabis products dispensed by LivFree include but are not limited to: various cannabis products and 

accessories such as flowers, concentrates, edibles, topicals and pre-rolls.  

Licenses 

LivFree maintains numerous licenses for its business and subsidiaries, including State licenses for cultivation, 

production, distribution, and its dispensaries. LivFree has advised CSAC that it holds the necessary licenses to 

maintain its operations throughout the State of Nevada.  

Currently, LivFree is licensed to operate three medical/recreational dispensary facilities and is licensed to operate 

two medical cultivation and two production facilities. 

Please see Table 1 below for a list of the licenses issued to LivFree in respect of its operations in Nevada. 

Table 1: Nevada Licenses 

License 
Address Attached to 

License 

Expiration/Renewal 

Date24 
Description 

State of Nevada Medical 

Marijuana Dispensary 

Registration Certificate – 

Department of Taxation 

5347 S. Decatur, Las 

Vegas, NV 89118 

June 30, 2019 A medical marijuana dispensary is a 

business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, delivers, 

transfers, transports, supplies, sells or 

dispenses marijuana or related supplies and 

educational materials to the holder of a 

valid registry identification card or to 

another medical marijuana dispensary. 

                                                           

24 License renewal fees, the costs in respect of which are immaterial, have been omitted. 
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License 
Address Attached to 

License 

Expiration/Renewal 

Date24 
Description 

State of Nevada Retail 

Marijuana Store License – 

Department of Taxation 

5347 S. Decatur, Las 

Vegas, NV 89118 

June 30, 2019 A retail marijuana store is a business 

licensed to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers. 

State of Nevada Medical 

Marijuana Dispensary 

Registration Certificate – 

Department of Taxation 

50 N. Gibson, 

Henderson, NV 89014 

June 30, 2019 A medical marijuana dispensary is a 

business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, delivers, 

transfers, transports, supplies, sells or 

dispenses marijuana or related supplies and 

educational materials to the holder of a 

valid registry identification card or to 

another medical marijuana dispensary. 

State of Nevada Retail 

Marijuana Store License – 

Department of Taxation 

50 N. Gibson, 

Henderson, NV 89014 

June 30, 2019 A retail marijuana store is a business 

licensed to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers. 

State of Nevada Medical 

Marijuana Dispensary 

Registration Certificate – 

Department of Taxation 

100 W. Plumb Lane, 

Reno, NV 89509 

June 30, 2019 A medical marijuana dispensary is a 

business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, delivers, 

transfers, transports, supplies, sells or 

dispenses marijuana or related supplies and 

educational materials to the holder of a 

valid registry identification card or to 

another medical marijuana dispensary. 

State of Nevada Retail 

Marijuana Store License – 

Department of Taxation 

100 W. Plumb Lane, 

Reno, NV 89509 

June 30, 2019 A retail marijuana store is a business 

licensed to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers.. 

State of Nevada Medical 

Marijuana Cultivation 

Registration Certificate – 

Department of Taxation 

3900 Ponderosa Way, 

Las Vegas, NV 89118 

June 30, 2019  A medical marijuana cultivation facility is 

a business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, cultivates, 

delivers, transfers, transports, supplies or 

sells marijuana and related supplies to (a) 

Medical marijuana dispensaries, (b) 

Facilities for the production of edible 

marijuana products or marijuana-infused 

products, or (c) other cultivation facilities. 
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License 
Address Attached to 

License 

Expiration/Renewal 

Date24 
Description 

State of Nevada Medical 

Marijuana Production 

Registration Certificate – 

Department of Taxation 

3900 Ponderosa Way, 

Las Vegas, NV 89118 

June 30, 2019 A facility for the production of edible 

medical marijuana products or medical 

marijuana-infused products is a business 

that (i) is registered with the Department 

pursuant to NRS 453A.322; and (ii) 

acquires, possesses, manufactures, 

delivers, transfers, transports, supplies or 

sells edible marijuana products or 

marijuana-infused products to medical 

marijuana dispensaries. 

State of Nevada Marijuana 

Cultivation Facility License 

– Department of Taxation 

3900 Ponderosa Way, 

Las Vegas, NV 89118 

October 31, 2019 An adult-use marijuana cultivation facility 

is a business licensed to cultivate, process, 

and package marijuana, to have marijuana 

tested by a marijuana testing facility, and 

to sell marijuana to retail marijuana stores, 

to marijuana product manufacturing 

facilities, and to other marijuana 

cultivation facilities, but not to consumers. 

State of Nevada Marijuana 

Product Manufacturing  

License – Department of 

Taxation 

3900 Ponderosa Way, 

Las Vegas, NV 89118 

October 31, 2019 An adult-use marijuana product 

manufacturing facility is a business 

licensed to purchase marijuana, 

manufacture, process, and package 

marijuana and marijuana products, and sell 

marijuana and marijuana products to other 

marijuana product manufacturing facilities 

and to retail marijuana stores, but not to 

consumers. 

State of Nevada Medical 

Marijuana Cultivation 

Registration Certificate – 

Department of Taxation 

435 Eureka Avenue, 

Reno, NV 89512 

June 30, 2019 A medical marijuana cultivation facility is 

a business that (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, cultivates, 

delivers, transfers, transports, supplies or 

sells marijuana and related supplies to (a) 

medical marijuana dispensaries; (b) 

facilities for the production of edible 

marijuana products or marijuana-infused 

products; or (c) other cultivation facilities. 

State of Nevada Medical 

Marijuana Production 

Registration Certificate – 

Department of Taxation 

435 Eureka Avenue, 

Reno, NV 89512 

June 30, 2019 A facility for the production of edible 

medical marijuana products or medical 

marijuana-infused products is a business 

that, (i) is registered with the Department 

pursuant to NRS 453A.322; and (ii) 

acquires, possesses, manufactures, 

delivers, transfers, transports, supplies or 

sells edible marijuana products or 

marijuana-infused products to medical 

marijuana dispensaries. 

State of Nevada Marijuana 

Cultivation Facility License 

– Department of Taxation 

435 Eureka Avenue, 

Reno, NV 89512 

November 30, 2019 An adult-use marijuana cultivation facility 

is a business licensed to cultivate, process, 

and package marijuana, to have marijuana 

tested by a marijuana testing facility, and 

to sell marijuana to retail marijuana stores, 

to marijuana product manufacturing 

facilities, and to other marijuana 

cultivation facilities, but not to consumers. 



  

84 

License 
Address Attached to 

License 

Expiration/Renewal 

Date24 
Description 

State of Nevada Marijuana 

Product Manufacturing  

License – Department of 

Taxation 

435 Eureka Avenue, 

Reno, NV 89512 

November 30, 2019 An adult-use marijuana product 

manufacturing facility is a business 

licensed to purchase marijuana, 

manufacture, process, and package 

marijuana and marijuana products, and sell 

marijuana and marijuana products to other 

marijuana product manufacturing facilities 

and to retail marijuana stores, but not to 

consumers. 

 

See “Material Contracts”. 

Competitive Conditions 

LivFree operates three of 63 dispensaries in the State of Nevada, two in the greater Las Vegas area and one in the 

Reno area.  

Partnerships 

LivFree owns 50% of a cultivation and production joint venture (“JDSS”) with Euphoria Wellness NV. JDSS owns 

a cultivation facility called Summa Cultivation at 3926 Ponderosa Way, Las Vegas, NV 89118 with the capacity to 

produce approximately 200 pounds of cured flower per month. This facility is run jointly by Eurphoria Wellness NV 

and LivFree. JDSS also owns 50% of a production facility located at 5900 Emerald Ave, Las Vegas, NV 89122, half 

of which is owned by Mirol Consulting. 

Washoe Wellness, LLC  

Business Overview 

Washoe is a Nevada-based cannabis company with cultivation, extraction, processing, manufacturing and 

distribution capabilities. Washoe operates in both the medical and adult-use segments of the Nevada cannabis 

market. Washoe has a strategic relationship with Canopy, which operates dispensaries under the MYNT Cannabis 

dispensary brand, as further discussed below. 

Washoe was founded on August 5, 2014, received its initial regulatory approvals in November 2014 and was 

granted some of the earliest State, county, and municipal cannabis licenses in 2015, coinciding with the completion 

of its first facilities. In 2017, Washoe acquired the 54,000 square foot building that houses its cultivation, extraction 

and manufacturing/production operations and an additional 15 acres of land. It also obtained provisional regulatory 

approvals for cultivation and extraction. Washoe began construction of an expansion to its existing facilities in 2017. 

Washoe plans to complete this expansion in the first quarter of 2019 for a targeted threefold expansion of Washoe’s 

output capacity. Washoe also anticipates that expansion will provide Washoe with vertical integration capabilities.  

Key Business Lines 

Washoe operates in four business segments: cultivation, extraction, manufacturing/production and distribution. The 

cultivation segment includes the growing of raw cannabis from clones, including breeding, genetics and 

hybridization activities. The extraction segment includes the processing of cannabis plant material into cannabis oil 

and refined extract products. The manufacturing/production segment includes the finishing of dried/cured cannabis 

into finished flower, pre-rolls and other dried plant products, as well as the manufacturing of infused products such 

as edibles, tinctures and topicals. The distribution segment includes selling Washoe’s flower, oil and cannabis 

consumer goods into the Nevada wholesale market.   
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Cultivation 

Washoe operates a 33,000 square foot cultivation facility in Sparks, NV, with over 11,500 square feet under canopy 

as of October 2018. The cultivation facility produced approximately 2,400 and 1,700 pounds of cannabis raw 

product for the year ended December 31, 2017 and the nine months ended September 30, 2018 respectively. The 

facility houses 35 employees focused on its cultivation operations, including a director of cultivation with over 25 

years of experience in plant cultivation. Washoe has established strict operating procedures designed to ensure the 

cultivation of quality cannabis on a consistent basis, including cloning plants to ensure consistency, establishing 

strict recipes for the cultivation operation, and constant plant-level monitoring. Washoe utilizes state-of-the-art 

systems and processes for the operation, management, and tracking of its cultivation program. Examples include 

automated climate monitoring and dosing, automated light controls, and handheld monitoring systems for use by 

cultivation employees.  

Washoe cultivates 36 strains of cannabis of the sativa, indica and hybrid varieties on a rotating basis, with strain 

selection determined by a combination of cultivation success and end user preference and demand. The growth rate 

of strains varies, and as a whole the cultivation facility produces five grow cycles per year at an average of sixteen 

weeks per cycle.   

Extraction 

Washoe produces 160 pounds of cannabis oil per year at its Sparks facility. Washoe uses solvent extraction, 

including supercritical CO2 extraction and closed loop hydrocarbon extraction, to produce cannabis oil and 

downstream combinations of heat and pressure to produce finished extract products. Washoe’s extraction processes 

produce cannabis oil for use in vape pen product lines (including oil cartridges and disposable pens), retail oil 

products, and oil used in other infused products, as well as finished extract products such as sap, shatter, 

honeycomb, and badder. 

Manufacturing / Production 

Washoe operates a 3,500 square foot manufacturing and production facility within the larger 54,000 square foot 

building in Sparks, NV. The facility houses 11 employees focused on its manufacturing and production operations.  

Washoe produced approximately 1,200 pounds and 780 pounds of cannabis from its cultivation operations for the 

year ended December 31, 2017 and the nine months ended September 30, 2018, respectively. Washoe’s 

manufacturing and production operations sold $3.5 million, comprised of approximately 280,000 units for the year 

ended December 31, 2017 and $2.5 million comprised of approximately 235,000 units for the nine months ended 

September 30, 2018, respectively. 

Washoe produces a variety of cannabis and cannabis extraction-based products. High quality extraction equipment 

allows Washoe to produce cannabis oil (both THC and CBD-focused) used in a variety of products, including vape 

pens, tinctures, gummies, edibles, and topicals. Washoe’s manufacturing capabilities allow it to manufacture 

products with varying amounts and ratios of CBD and THC allowing it to meet a wide variety of product and 

customer needs. 

Distribution 

Washoe maintains a team that wholesales its products to dispensaries across Nevada, with a focus on Reno (where it 

also sells infused products to Reno’s Mynt dispensaries) and Sparks. In addition, Washoe works with a logistics 

partner for the Las Vegas market. Washoe maintains cross-jurisdictional licenses in Nevada to ensure its brands can 

be distributed across the State. 

All of Washoe’s sales are through its distribution/wholesale operations. 
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Financing 

Washoe finances its operations in part from loans by certain lenders, including a loan from JOCHCO Investments, 

LLC, a landlord to its facility located at 132 E. 2nd Street in Reno, Nevada 89501, in the amount of $6,561,818.38, 

pursuant to the Member Loans to the Company, dated November 5, 2014, and the Restated Revolving Line of Credit 

Promissory Note, dated January 1, 2017, which are payable at a 6% interest rate and is to be repaid in full in 

connection with the closing of the Transaction, a loan in the amount of $2,400,000 evidenced by the Note Secured 

by Deed of Trust, dated August 24, 2017, owed to Starker Services, Inc. which is payable at a 5% interest rate and is 

intended to be repaid in full in connection with the closing of the Transaction, and a loan in the amount of $190,000 

evidenced by the Note Secured by Deed of Trust dated June 6, 2018 owed to 320 North Carson Street, LLC which is 

payable at a 6% interest rate and is intended to be repaid in full in connection with the closing of the Transaction. 

Intellectual Property 

As of the date hereof, Washoe has registered three trademarks with the Principal Register with the US Patent and 

Trademark Office and several additional applications filed with the State of Nevada for the following: 

 “Y” (word mark with a design element); 

 “KYND” (word mark); and 

 “KYND” (word mark with a design element). 

Leases 

Washoe is party to a sublease dated March 1, 2017 with Kynd-Strainz, LLC, an affiliate of Canopy. The agreement 

is for the sublease by Kynd-Strainz, LLC of the single-parcel retail center owned by JOCHCO Investments, LLC to 

be constructed by Washoe at the northeast corner of the intersection of Lake Street and E. Second Street in Reno, 

specifically, the building located at 132 E. Second Street, Reno, Nevada 89501. The term commenced on March 1, 

2017, and continues for 5 years with 3 options to extend the term for an additional 5 years. Minimum base rent for 

the current period is $19,783.41 per month. The premises are to be used and occupied for the purpose of a medical 

marijuana dispensary and/or recreational marijuana dispensary and for no other use. See “Material Contracts”. 

Licenses 

Washoe maintains numerous licenses for its business and subsidiaries, including State licenses for marijuana 

cultivation, production, and distribution. Washoe has advised CSAC that it keeps local jurisdictional licenses and 

cross-jurisdictional licenses for each of its operations so that it can operate throughout the State of Nevada. 

Currently, Washoe is licensed to operate two medical and adult-use cultivation facilities, two production facilities 

and one distribution facility. 

Please see Table 2 below for a list of the licenses issued to Washoe in respect of its operations in Nevada. 

Table 2: Nevada Licenses 

License 
Address Attached to 

License 

Expiration/Renewal 

Date25 
Description 

                                                           

25 License renewal fees, the costs in respect of which are immaterial, have been omitted. 
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License 
Address Attached to 

License 

Expiration/Renewal 

Date25 
Description 

State of Nevada Medical 

Marijuana Cultivation 

Facility – Department of 

Taxation 

(Issued to Tahoe-Reno 

Botanicals, LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

June 30, 2019 A medical marijuana cultivation facility is 

a business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, cultivates, 

delivers, transfers, transports, supplies or 

sells marijuana and related supplies to (a) 

medical marijuana dispensaries, (b) 

facilities for the production of edible 

marijuana products or marijuana-infused 

products, or (c) other cultivation facilities. 

State of Nevada Marijuana 

Cultivation Facility License 

– Department of Taxation 

(Issued to Tahoe-Reno 

Botanicals, LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

June 30, 2019 An adult-use marijuana cultivation facility 

is a business licensed to cultivate, process, 

and package marijuana, to have marijuana 

tested by a marijuana testing facility, and 

to sell marijuana to retail marijuana stores, 

to marijuana product manufacturing 

facilities, and to other marijuana 

cultivation facilities, but not to consumers. 

State of Nevada Medical 

Marijuana Production 

Registration Certificate – 

Department of Taxation 

(Issued to Tahoe-Reno 

Extractions, LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

June 30, 2019 A facility for the production of edible 

medical marijuana products or medical 

marijuana-infused products is a business 

that: (i) is registered with the Department 

pursuant to NRS 453A.322; and (ii) 

acquires, possesses, manufactures, 

delivers, transfers, transports, supplies or 

sells edible marijuana products or 

marijuana-infused products to medical 

marijuana dispensaries. 

State of Nevada Marijuana 

Product Manufacturing 

License – Department of 

Taxation 

(Issued to Tahoe-Reno 

Extractions, LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

June 30, 2019 An adult-use marijuana product 

manufacturing facility is a business 

licensed to purchase marijuana, 

manufacture, process, and package 

marijuana and marijuana products, and sell 

marijuana and marijuana products to other 

marijuana product manufacturing facilities 

and to retail marijuana stores, but not to 

consumers. 

The State of Nevada 

Marijuana Distributor 

License – Department of 

Taxation  

(Issued to Tahoe-Reno 

Extractions, LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

June 30, 2019 An adult-use marijuana distributor is a 

business licensed to transport marijuana 

from a marijuana establishment to another 

marijuana establishment. 

Medical/Retail Marijuana 

Cultivation Facility License 

(Issued to Tahoe-Reno 

Botanticals LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

March 31, 2019 (issued 

quarterly) 

A facility for the cultivation of marijuana 

is a business: (i) licensed by the State of 

Nevada; and (ii) that acquires, possesses, 

manufactures, transfers, transports, 

supplies or sells marijuana and related 

supplies to any other marijuana 

establishment 



  

88 

License 
Address Attached to 

License 

Expiration/Renewal 

Date25 
Description 

Medical/Retail Marijuana 

Production Facility License 

(Issued to Tahoe-Reno 

Extractions LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

March 31, 2019 (issued 

quarterly) 

A facility for the production of edible 

marijuana products or marijuana-infused 

products is one that: (i) is licensed by the 

State of Nevada; and (ii) acquires, 

possesses, manufactures, delivers, 

transfers, transports, supplies, or sells 

edible marijuana products or marijuana-

infused products to any other marijuana 

establishment. 

Retail Marijuana Distributor 

License 

(Issued to Tahoe-Reno 

Extractions LLC dba Kynd 

Cannabis Company) 

1645 Crane Way, 

Sparks, NV 89431 

March 31, 2019 (issued 

quarterly) 

A marijuana distributor is: (i) licensed by 

the State of Nevada; and (ii) transports 

marijuana and marijuana-infused products 

from one marijuana establishment to 

another marijuana establishment. 

 

See “Material Contracts”. 

Legal Matters 

Washoe is currently in communication with the IRS with respect to a potential issue involving the timely filing of its 

2017 tax returns. The potential liability amount as a result therefrom is under $15,000. Pursuant to the Washoe 

Agreement, the sellers are required to indemnify CSAC in respect of any losses arising therefrom. 

Competitive Conditions 

Washoe operates cultivation, production and manufacturing facilities in the State of Nevada, with cross-

jurisdictional licenses that allow it to take advantage of lower costs of operating in northern Nevada and distribution 

capabilities accessing the large southern Nevada markets, including the Las Vegas metropolitan area. 

The Canopy NV, LLC  

Business Overview 

Canopy is a leading owner and operator of cannabis dispensaries in Nevada, with an established footprint in Reno, 

NV. Canopy operates its dispensaries in both the medical and adult-use recreational markets under the Mynt 

Cannabis dispensary brand. Canopy maintains a strategic relationship with Washoe, which provides cultivation, 

extraction and manufacturing services and supplies the majority of its products at arms-length prices. 

Canopy was founded in January 2016 and secured two provisional dispensary licenses in March 2016. After 

completing the required regulatory process, Canopy relocated both licenses in May 2016 and established the Mynt 

Cannabis dispensary brand. The first dispensary opened in March 2017 and was the only dispensary located in 

downtown Reno at the time. The second dispensary opened in August 2018 in the North Valley area. Adult-use 

retail store licenses were secured by Canopy and adult-use product sales began in July 2017 and August 2018 for the 

Reno and North Valley locations, respectively. 

Key Business Segment 

Canopy’s key business segment is the operation of medical and retail dispensaries. 

Retail 

Canopy owns and operates two dispensaries in Nevada. The Reno dispensary is approximately 3,300 square feet and 

averaged approximately $23,300 and $28,900 in daily sales for the year ended December 31, 2017 and the nine 

months ended September 30, 2018 respectively. The North Valley dispensary is approximately 3,600 square feet and 

only started sales in late August 2018.  
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Canopy also operates a delivery service that currently uses a combination of its own proprietary online platform and 

third-party service providers to deliver product within a 50-mile radius. Canopy’s retail operations employ 

approximately 60 people between its two retail locations and its delivery service. 

Intellectual Property 

As of the date hereof, Canopy has filed two trademarks with the State of Nevada for the following brand: 

 “Mynt” (word mark) 

 “Mynt” (trade name) 

 

Leases 

Kynd-Strainz, LLC, an affiliate of Canopy, is party to the sublease by Kynd-Strainz, LLC of the single-parcel retail 

center owned by JOCHCO Investments, LLC to be constructed by Washoe at the northeast corner of the intersection 

of Lake Street and E. Second Street in Reno, specifically, the building located at 132 E. Second Street, Reno, 

Nevada 89501. The term commenced on March 1, 2017, and continues for 5 years with 3 options to extend the term 

for an additional 5 years. Minimum base rent for the current period is $19,783.41 per month. The premises are to 

used and occupied for the purpose of a medical marijuana dispensary and/or recreational marijuana dispensary and 

for no other use. 

Lemon Aide, LLC, an affiliate of Canopy, is party to a lease agreement dated July 15, 2016 with FDM LLC for the 

real property located at 340 Lemmon Drive, Reno, Nevada 89506. The initial term is for 10 years with an option to 

extend the term for an additional 10 years. The minimum monthly rent pursuant to the First Amendment to the lease 

agreement is set at $2.14 per square foot for a total of $10,272 per month, triple net. A portion of the premises are to 

be used for a medical marijuana dispensary and/or recreational marijuana, and the remainder of the premises is to be 

used for retail and other commercial use. 

Licenses 

Currently, Canopy has advised CSAC that it is licensed to operate two medical/recreational dispensary facilities. 

Please see Table 3 below for a list of the licenses issued to Canopy in respect of its operations in Nevada. 
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Table 3: Nevada Licenses 

License 
Address Attached to 

License 

Expiration/Renewal 

Date26 
Description 

State of Nevada Medical 

Marijuana Dispensary 

Registration Certificate –  

Department of Taxation 

(Issued to Kynd-Strainz, 

LLC dba MYNT Cannabis 

Dispensary) 

132 E. Second St., 

Reno, NV 89501 

June 30, 2019 A medical marijuana dispensary is a 

business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, delivers, 

transfers, transports, supplies, sells or 

dispenses marijuana or related supplies and 

educational materials to the holder of a 

valid registry identification card or to 

another medical marijuana dispensary. 

State of Nevada Retail 

Marijuana Store License – 

Department of Taxation 

(Issued to Kynd-Strainz, 

LLC dba MYNT Cannabis 

Dispensary) 

132 E. Second St., 

Reno, NV 89501 

June 30, 2019 A retail marijuana store is a business 

licensed to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers. 

City of Reno – Medical 

Marijuana Dispensary 

License 

132 E. Second St., 

Reno, NV 89501 

March 31, 2019 (issued 

quarterly) 

A medical marijuana dispensary is a 

business that: (i) is registered with the 

Department pursuant to NRS 453A.322 

and (ii) acquires, possesses, delivers, 

transfers, transports, supplies, sells or 

dispenses medical marijuana or related 

supplies and educational materials to the 

holder of a valid medical marijuana 

registry identification card. 

Marijuana Establishment – 

Retail Marijuana Store 

License 

132 E. Second St., 

Reno, NV 89501 

March 31, 2019 (issued 

quarterly) 

A retail marijuana store is an entity 

licensed to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers. 

State of Nevada Medical 

Marijuana Dispensary 

Registration Certificate – 

Department of Taxation 

(Issued to Lemon Aide LLC 

dba MYNT Cannabis 

Dispensary) 

340 Lemmon Drive, 

Reno, NV  89506 

June 30, 2019 A medical marijuana dispensary is a 

business that: (i) is registered with the 

Department pursuant to NRS 453A.322; 

and (ii) acquires, possesses, delivers, 

transfers, transports, supplies, sells or 

dispenses marijuana or related supplies and 

educational materials to the holder of a 

valid registry identification card or to 

another medical marijuana dispensary. 

                                                           

26 License renewal fees, the costs in respect of which are immaterial, have been omitted. 
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License 
Address Attached to 

License 

Expiration/Renewal 

Date26 
Description 

State of Nevada Retail 

Marijuana Store License –

Department of Taxation  

(Issued to Lemon Aide LLC 

dba MYNT Cannabis 

Dispensary) 

340 Lemmon Drive, 

Reno, NV  89506  

July 31, 2019 A retail marijuana store is a business 

licensed to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers. 

Washoe County Marijuana 

License 

(Issued to Lemon Aide LLC 

dba MYNT Cannabis 

Dispensary) 

340 Lemmon Drive, 

Reno, NV  89506 

March 31, 2019 (issued 

quarterly) 

An entity that is a retail marijuana store 

and medical marijuana dispensary is 

authorized to purchase marijuana from 

marijuana cultivation facilities, to purchase 

marijuana and marijuana products from 

marijuana product manufacturing facilities 

and retail marijuana stores, and to sell 

marijuana and marijuana products to 

consumers.  

 

See “Material Contracts”. 

Legal Matters 

Strainz NV LLC, which currently owns a 40% membership interest in Canopy, has indicated that it may bring legal 

action in respect of the purchase price paid for its interest in Canopy. Pursuant the Canopy Agreement and the 

Washoe Agreement, CSAC has agreed to indemnify Canopy in respect of all costs incurred by Canopy in 

connection with resolution of any such litigation in excess of an agreed upon amount, such amount being reflective 

of CSAC’s understanding, based on discussions with Canopy and Washoe, of the possible outcomes to this matter 

during the negotiation of the Canopy Agreement and the Washoe Agreement. See “Legal Proceedings and  

Regulatory Actions”. 

Canopy is currently in communication with the IRS with respect to a potential issue involving the timely filing of its 

2017 tax returns. The potential liability amount as a result therefrom is under $30,000. Pursuant to the Canopy 

Agreement, the sellers are required to indemnify CSAC in respect of any losses arising therefrom. 

Products 

Cannabis and cannabis products dispensed by Canopy include but are not limited to various cannabis products and 

accessories such as flowers, concentrates, edibles, topicals, and pre-rolls.  

Competitive Conditions 

Canopy operates two of approximately 65 dispensaries in the State of Nevada, both in the Reno area.  Canopy’s 

Reno location is Reno’s only downtown dispensary adjacent to Harrah’s Casino and will remain the only downtown 

dispensary due to the zoning changes in that district, and due to this dispensary being grandfathered in under 

existing regulations that prohibit additional dispensaries in the area.  Management expects that Canopy’s North 

Valley location is unlikely to have nearby competing dispensaries due to the limited amount of new licenses 

allocated and the lack of available parcels in the surrounding area that meet the strict zoning and buffering 

requirements. 

Sira Naturals, Inc. 

Business Overview 

Sira is a vertically-integrated cannabis company with cultivation, extraction, production, manufacturing, distribution 

and retail dispensary operations in Massachusetts. Sira operates three medical dispensaries, which is the maximum 
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number allowed to a single operator under Massachusetts State law, where it sells products supplied by its integrated 

cultivation and productions operations to medical marijuana patients. As of November 30, 2018, Sira operates only 

in the Massachusetts medical cannabis market, but has received licenses to cultivate, manufacture and transport 

cannabis and cannabis products for adult-use purposes (subject to final inspections before commencement of 

operations). 

Sira was formed in 2013 as a not-for-profit named Bay State Patients’ Group, Inc. Sira received its first medical 

license in February 2014 and its facilities were designed and constructed from 2014 to 2016 with operations 

commencing in August 2016. Sira subsequently opened dispensaries in Cambridge, Somerville, and Needham 

opening in March 2017, September 2017, and February 2018, respectively. Sira was granted the first provisional 

cultivation license under the Massachusetts adult-use program in June 2018. 

Key Business Lines 

Sira operates business segments in cultivation, extraction, manufacturing/production and retail in the medical 

cannabis market. The cultivation segment includes the growing of raw cannabis from clones. The extraction segment 

includes processing of cannabis plant material into cannabis oil and refined extract products. The manufacturing and 

production segment includes finishing of dried/cured cannabis into finished flower, pre-rolls or other dried plant 

products, as well as the manufacturing of infused products such as edibles, tinctures and topicals.  The retail segment 

includes the operating of Sira’s dispensaries.  

Cultivation 

Sira operates a 30,000 square foot cultivation facility in Milford, MA, with 13,000 square feet under canopy. The 

cultivation facility has the capacity to produce up to 5,000 pounds of high-qualiy cannabis flower annually. The 

facility houses 20 employees focused on its cultivation operations. Sira has established strict operating procedures 

designed to ensure the cultivation of quality cannabis on a consistent basis, such as proprietary nutrient 

formulations, strict adherence to environmental parameters and meticulous processing policies and procedures. 

Sira utilizes state-of-the-art systems and processes for the operation, management, and tracking of its cultivation 

program. Environmental and lighting functions are controlled by a building management system that ensures 

environmental parameters never deviate beyond set-point tolerances. Automated fertigation systems control metered 

dosing of water, fertilizers and micro-nutrients. Sira’s quality assurance team ensures that best manufacturing 

practices are observed throughout the facility. Sira maintains an enterprise resource planning platform that provides 

strict internal controls over production variables and financial visibility into all aspect of Sira’s operations. 

Sira cultivates 30 cannabis strains of the sativa, indica and hybrid varieties at its facility on a rotating basis, with 

strain selection determined by a combination of cultivation success and end user preference/demand. The growth 

rate of strains varies, and as a whole the cultivation facility produces five to six flower cycles per year at an average 

of sixty days per cycle. 

Extraction 

Sira has the capacity to produce up to 510 pounds of cannabis oil per year at its Milford facility, using various 

extraction methods depending on the end use planned for the extracted oil.  Sira utilizes proprietary extraction 

methods including solvent extraction and downstream combinations of heat and pressure to produce finished high-

quality cannabis oil.  Sira’s cannabis oil is used in vaporizer cartridges and as an input into other infused products. 

Sira uses innovative mechanical extraction techniques and post-extraction processes to produce high quality 

cannabis concentrates including resin, shatter, wax, and others. Sira derives nearly 40% of its top line sales from 

extraction products. 

Manufacturing / Production 

Sira’s manufacturing and production activities take place in the Milford facility alongside its cultivation and 

extraction activities, and include the curing and packaging of finished flower products such as pre-rolls and other 

dried plant products. Additionally, Sira uses processed cannabis oil as an input to the manufacturing of infused 

products such as edibles (caramels, brownies, lozenges and infused sugar), tinctures and topicals. 



  

93 

Sira employs 20 people in its manufacturing and production segment. Sira utilizes an array of mechanized food 

manufacturing systems including extruders, emulsifiers, and high shear mixers. Additionally, Sira uses a 

combination of human and mechanized labor in packaging its products. On its packaging floor, Sira uses a flow-

wrapper, backer card and blister sealing machine, as well as fillers, conveyers and heat tunnels to ensure the quality 

and professional appearance of its finished infused products. 

Sira sells and distributes the majority of its extracts and manufactured products to its own dispensaries, but also 

wholesales and distributes its products to other Massachusetts retail locations.  Additionally, in October 2018, Sira 

became the second approved filler of PAX vaporizer cartridges in Massachusetts. 

Distribution 

Sira maintains a team responsible for selling excess finished flower, trim, extracts and cannabis consumer goods into 

the wholesale market. Sira provides white label flower to other Massachusetts dispensaries as well as finished Sira-

branded flower, vaporizer cartridges, concentrates, and cannabis infused products. Sira sold approximately 300 

pounds of finished flower into the Massachusetts wholesale market for the year ended December 31, 2017, and 

approximately 1,200 pounds for the nine months ended September 30, 2018. 

Retail 

Sira operates three dispensaries in the greater Boston area, one in each of Cambridge, Sommerville and Needham. 

The Cambridge dispensary is approximately 5,000 square feet and averaged approximately $13,800 in daily sales for 

the year ended December 31, 2017 and averaged approximately $11,800 in daily sales for the nine months ended 

September 30, 2018. The Somerville dispensary is approximately 5,000 square feet and averaged approximately 

$11,300 in daily sales for the year ended December 31, 2017 and averaged approximately $12,900 in daily sales for 

the nine months ended September 30, 2018. The Needham dispensary is approximately 4,000 square feet and 

averaged approximately $8,100 in daily sales since opening in February 2018. All three dispensaries currently 

operate under medical dispensary licenses. Sira is planning to co-locate adult-use retail sales with existing medical 

operations at its dispensary locations once adult recreational use is approved in each local jurisdiction. 

The current breakdown of sales by category is approximately 53% cannabis flower, 40% cannabis concentrates and 

extracts, and 7% cannabis infused products. 

Leases 

Sira is party to a lease agreement with Corner Brook, LLC, dated November 15, 2013 in respect of the Milford 

facility at 13 Commercial Way, Milford, MA 01757. The lease commenced on November 15, 2013, and expires 20 

years from the commencement date unless an extension is agreed upon in writing. Minimum rent is subject to 

additional rent and yearly increases. For the current period, the minimum monthly rent payment is $24,920.00. See 

“Material Contracts”. 

Sira is party to a lease with Mass. Avenue 997 Nominee Trust, dated September 15, 2016 in respect of the 

Cambridge dispensary located at 997-1013 Massachusetts Avenue, Cambridge, MA 02138. The lease commenced 

on September 15, 2016, and expires on September 30, 2021. Base monthly rent is $7,269.00 subject to upward 

adjustment in certain enumerated circumstances. The premises are to be used for a Registered Marijuana Dispensary 

as permitted under applicable Massachusetts law and for no other purpose. An amendment dated June 27, 2018, 

modifies the permitted use section of the lease to allow for lawful adult-use sales of marijuana on the premises.  

Sira is party to a lease with Ap 240 Elm St., LP dated May 2, 2017 in respect of the Somerville dispensary located 

on the lower level of the building located at 240 Elm Street, Somerville, MA 02144. The lease term expires on the 

last day of the 60th full month following the commencement date of May 2, 2017. The base rent is payable in 

monthly installments, beginning on the commencement date and ending on the expiration date, as per the base rent 

table in the lease agreement. The premises are to be used as a Registered Marijuana Dispensary and for ancillary 

retail sales and office use solely related to the medicinal (or humanitarian) use of marijuana as contemplated by 

applicable Massachusetts law. An amendment dated January 10, 2018, modifies the permitted use section to include 

the adult-use and sale of marijuana and marijuana-infused products in accordance with applicable law. See 

“Material Contracts”. 
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Sira is party to a lease with Mad Dog Realty Trust, dated October 17, 2016 in respect of the Needham dispensary 

located at 29 and 37 Franklin Street, Needham, Massachusetts. The lease term begins on the date of the lease and 

expires on the last day of the 60th full month following such commencement date, or on the last day of any 

extension term. The base rent per annum for the first 12 months of the lease term is $90,000.00. The base rent during 

each succeeding year of the lease term shall increase by the greater of 3% over the base rent and the percentage 

increase of the Consumer Price Index published by the Bureau of Labor Statistics Clerical Works and Urban Wage 

Earners. The premises are to be used as a Registered Marijuana Dispensary and for ancillary office use, and for no 

other purpose without prior written consent of the landlord. 

Products 

Cannabis and cannabis products produced by Sira include but are not limited to: cannabis dry flower, vaporizer 

forms of cannabis, cannabis oil in capsule, oral solution, sublingual solution, cannabis edible products, cannabis 

tincture products and other cannabis-infused products. Each of Sira’s facilities have enclosed, separate, locked 

product storage areas that are locked and under surveillance at all times. 

Licenses 

Sira has advised CSAC that it maintains the licenses needed to operate its business, including State and local 

licenses for cultivation, production, distribution, and its dispensaries.  

Sira has advised CSAC that it is currently licensed to operate three medical dispensary facilities, three medical 

dispensary facilities, and one collocated adult-use and medical cultivation and production facility, the first such 

adult-use cultivation and production facility under the Massachusetts adult-use program.  

Please see Table 4 below for a list of the licenses issued to Sira in respect of its operations in Massachusetts. 

Table 4: Massachusetts Licenses 

License 
Address Attached to 

License 

Expiration/Renewal 

Date27 
Description 

Registered Marijuana 

Dispensary Registration 

1001 Massachusetts 

Avenue, Cambridge, 

MA 02138 

April 29 of each year Final license allows for the dispensing of 

cannabis at the Cambridge facility and the 

cultivation and processing of cannabis at 

the Milford facility. 

Registered Marijuana 

Dispensary Registration 

240 Elm Street, 

Somerville, MA 02114 

April 27 of each year Final license allows for the dispensing of 

cannabis at the Somerville property and the 

cultivation and processing of cannabis at 

the Milford facility. 

Registered Marijuana 

Dispensary Registration 

29 Franklin Street, 

Needham, MA 02492 

May 12 of each year Final license allows for the dispensing of 

cannabis at the Needham property and the 

cultivation and processing of cannabis at 

the Milford facility. 

Marijuana Establishment 

License (Cultivation/Tier 3 

– Indoor) 

13 Commercial Way, 

Milford, MA 01757 

July 30, 2019 Final license allows for cultivation of 

adult-use cannabis at the Milford facility. 

Marijuana Establishment 

License (Product 

Manufacturer) 

13 Commercial Way, 

Milford, MA 01757 

July 30, 2019 Final license allows for product 

manufacture of adult-use cannabis at the 

Milford facility. 

                                                           

27 License renewal fees, the costs in respect of which are immaterial, have been omitted. 
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License 
Address Attached to 

License 

Expiration/Renewal 

Date27 
Description 

Marijuana Establishment 

License (Transporter with 

Other Existing ME License) 

13 Commercial Way, 

Milford, MA 01757 

July 30, 2019 Final license allows for transport of adult-

use cannabis. 

 

See “Material Contracts”. 

Competitive Conditions 

Sira operates three of 39 dispensaries in the State of Massachusetts, all in the greater Boston area.  In addition to its 

dispensaries, Sira operates cultivation, production and manufacturing facilities in the serving its dispensary locations 

and the wholesale market.  Sira anticipates that there will continue to be a limited number of storefront retail 

dispensaries in Massachusetts in the short/medium-term for several reasons. Most importantly, the licensing process 

is challenging at both the State and local levels. Furthermore, over half of the municipalities in Massachusetts have 

either banned or have placed a moratorium on adult-use cannabis, while municipalities that are moving forward with 

adult-use cannabis initiatives are generally limiting the number of stores through zoning restrictions and similar 

measures. 

Intellectual Property 

As of the date hereof, Sira has registered the following four trademarks: 

 “Feel Better”   

 “Grown With Love”   

 “Just Say Grow”   

 “The Science of Feeling Better”   

Sira is party to a licensing agreement with Natural Extractions Inc. dated January 1, 2017  in respect of the licensed 

brand “ZOOTS”. Pursuant to this agreement, Sira leases from Natural Extractions Inc. certain equipment that 

extracts cannabinoids from marijuana plants. Sira also purchases ingredient kits and recipes from Natural 

Extractions Inc pursuant to this agreement. Additionally, Sira holds a license from Natural Extractions Inc. to use 

the “ZOOTS” trademarks in connection with Sira’s manufacturing, marketing, promotion, advertisement, sale, and 

distribution of edible products in Massachusetts. The initial term of the agreement is for five years from the effective 

date of January 1, 2017. There is an option for an additional one-year term after the conclusion of the initial term. 

Cannapunch of Nevada, LLC 

Business Overview 

Cannapunch branded cannabis consumer goods are produced at a 5,000 square foot manufacturing facility in Las 

Vegas, Nevada.  The Cannapunch salesforce distributes these products into the wholesale market, with a presence in 

65 dispensaries in Nevada as of November 2018. Cannapunch extracts raw cannabis plant material to create 

processed cannabis oil for use in vaporizer cartridges and pens or as an input into other infused products, as well as 

finished extract products such as wax and shatter. Cannapunch manufactures a variety of cannabis-infused products, 

including beverages, gummies, chocolates, CBD cream, and vaporizer pens. The Cannapunch brands, which are 

more particularly described below, originated in Colorado.  

Cannapunch was formed in April 2017 and immediately began operations. Its key brands include Cannapunch 

(beverages), Highly Edible (vegan, non-GMO gummies), Dutch Girl (chocolates and waffles), Nordic Goddess 

(CBD cream), and Tumbleweed (wax, shatter and vaporizer pens). 

Mark Smith is Managing Member and Chief Executive Officer of Cannapunch, holding a 50% equity ownership 

percentage therein, and is a director of CSAC. Accordingly, his involvement results in the acquisition of 

Cannapunch by CSAC being a related party transaction. In connection therewith, (i) the board of directors of CSAC 

determined that the fair market value of Cannapunch is less than 25% of CSAC’s market capitalization, and (ii) 
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Mark Smith abstained from voting in respect of the approval of the acquisition of Cannapunch in connection with 

the Transaction. The Cannapunch transaction was also supported by the Sponsor, which is a control person which is 

not an interested party. 

Key Business Lines 

Cannapunch operates three key business areas: extraction, manufacturing and distribution.   

Extraction 

Cannapunch’s extraction team produces 250 pounds of cannabis oil per year from trim sourced from the wholesale 

market in Nevada. Cannapunch uses a hydrocarbon extraction process along with a proprietary emulsification 

process to produce cannabis water-soluble hash oil. These extracts are then used to produce cannabis-infused 

products. Under its Tumbleweed brand, Cannapunch produces wax, shatter and vaporizer pens for distribution into 

the wholesale market. Additionally, in October 2018 Cannapunch became one of two approved fillers of PAX 

vaporizer cartridges in Nevada.   

Manufacturing 

CannnaPunch produces a variety of infused cannabis consumer goods with its 12 person manufacturing workforce.  

Cannapunch uses cannabis oil processed using its nano extraction technology as an input into the manufacturing of 

infused edibles under its Highly Edibles (gummies), Dutch Girl (chocolates and waffles) and Cannapunch 

(beverages) brands. 

Cannapunch took in over 1,800 pounds and over 2,100 pounds of cannabis for the year ended December 31st, 2017 

and the nine months ended September 30th, 2018, respectively. For the year ended December 31st, 2017, beverages 

and gummies made up 24% and 64% of sales, comprised of approximately 75,000 and 150,000 units, respectively. 

For the nine months ended September 30th, 2018, beverages and gummies made up 17% and 74% of sales, 

comprised of approximately 71,000 and 300,000 units, respectively. 

Distribution 

Cannapunch maintains a salesforce responsible for marketing its own brands and those manufactured under 

contractual license to retail dispensaries in Nevada. Cannapunch products can be found in 65 dispensaries in Nevada 

as of November 2018. 

Substantially all of Cannapunch’s revenues were made through its distribution business line. Sales for the year 

ended December 31st, 2017 and the nine months ended September 30th, 2018 were approximately $3.0 million and 

$5.6 million, respectively. 

Licenses 

Cannapunch formerly manufactured and distributed its brands under a revenue sharing license agreement with 

Integral Associates dated December 31, 2017, wherein each of Cannapunch and Integral Associates were entitled to 

50% of the EBITDA generated by sales of the product produced at the facilities in question. Cannapunch has 

advised CSAC that it has terminated such agreement with Integral Associates, and on or prior to the completion of 

the Transaction, plans to relocate from such facilities to LivFree’s premises at 3900 W. Ponderosa Way, Las Vegas, 

Nevada 89118 and continue to operate from these premises. See “Description of the Target Businesses – LivFree 

Wellness LLC”. 

NARRATIVE DESCRIPTION OF THE BUSINESS OF CSAC 

CSAC is a SPAC incorporated under the laws of the Province of Ontario.  CSAC was organized for the purpose of 

effecting an acquisition of one or more businesses or assets by way of a merger, share exchange, asset acquisition, 

share purchase, reorganization or other similar business combination involving CSAC that will qualify as its 

“qualifying transaction”. 
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As part of the Transaction, it is contemplated that CSAC will complete the acquisition of the Target Businesses 

subject to various closing conditions in respect of each of the acquisitions pursuant to the Transaction. However, 

CSAC has no control over whether or not the conditions will be met and there can be no assurance that all 

conditions will be satisfied or waived or that all of such acquisitions will be consummated. CSAC may proceed to 

complete less than all of such acquisitions. The by-laws of Henderson, NV, currently prohibit public company 

ownership of cannabis operations located in Henderson. Accordingly, unless such by-laws are changed, CSAC will 

not be able to acquire LivFree’s Henderson operations or any interest therein, which is estimated by CSAC to have 

comprised  approximately 40% of LivFree’s revenues in 2018 and approximately 20% of CSAC’s projected 

consolidated revenues in 2018 on a pro-forma basis. CSAC understands that the City of Henderson’s municipal code 

may be amended to allow public company ownership of cannabis operations located in the City of Henderson 

jurisdiction in the near-to-medium term, though no such amendments can be assured and, accordingly, the 

Henderson location may need to be excluded from the Transaction. See “Risk Factors - The City of Henderson, 

Nevada, currently prohibits public company ownership of cannabis businesses”. There is no assurance that all or 

any of the acquisitions of the Target Businesses will be completed or, if completed, will be on terms that are exactly 

the same as disclosed in this prospectus. 

Company Overview 

CSAC, after the Transaction, will be a leading vertically-integrated cannabis company in the United States focused 

on recreational and wellness applications, with an initial anchor portfolio of high quality vertically-integrated 

operations in the Eastern and Western United States
28

.  The Anchor Portfolio was assembled based on anticipated 

2018 profitability and strength of the resulting platform for future growth, with a focus on positive Adjusted 

EBITDA
29

 and vertical integration in limited license States with large addressable consumer populations. 

In connection with the Transaction, CSAC intends to change its name to “CSAC Cannabis Strategies Acquisition 

Corp.” as part of its intended continuance from the laws of Ontario to the laws of British Columbia under the 

BCBCA. The post-closing head office of CSAC will be located at 590 Madison Avenue, 26th Floor, New York, 

New York, 10022. CSAC also has amended its financial year-end from September 30 to December 31. 

CSAC’s combined operations will employ over 325 people across three cultivation and production facilities and 

eight dispensaries across the States of Nevada and Massachusetts. CSAC’s post-closing operations, which will be 

made up of the existing operations of each of the Target Businesses, will be led by proven operators with deep talent 

pools and expertise to contribute to CSAC’s future growth. 

CSAC’s executive team comprises proven leaders in marketing, healthcare, operations and finance, areas essential 

for the future success of CSAC. 

Chief Executive Officer, Jonathan Sandelman 

Mr. Sandelman is a 30-year veteran of banking and finance, with a history of generating shareholder value. He 

served as President of Bank of America Securities after building its capital markets businesses through the early 

2000s, building Bank of America beyond its roots as a consumer and corporate lender, and subsequently founded 

and served as Chief Executive Officer of the multi-billion dollar asset manager Sandelman Partners, LP. 

Executive Vice Chairman, Mark Smith 

Starting in 2014 with the legalization of cannabis in Colorado, Mr. Smith has proven himself a world-class cannabis 

operator. Mr. Smith built a large network of Colorado dispensaries (Tumbleweed), as well as a line of premier 

edibles and concentrates brands and leading manufacturing capabilities in the Western United States. 

Chief Operating Officer, Jennifer Drake 

                                                           

28 Subject to receipt of all necessary State and local regulatory approvals in Nevada and Massachusetts. 
29 See “Narrative Description of the Business - Definition and Reconciliation of Non-IFRS Measures”. 
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Ms. Drake is a proven business leader in the contexts of both large blue chip institutions and of lean start-ups. A 

former Managing Director at Goldman Sachs with extensive M&A experience, Ms. Drake institutionalized the 

businesses of several multi-billion dollar asset management firms, including spin-offs from Brevan Howard Asset 

Management and Orix USA/Mariner Investment Group, ensuring compliance with complex regulatory frameworks 

and creating foundations for accelerated growth. 

Head of Wellness (focused exclusively on CBD, Health & Pain Indications), Dr. David Shulkin 

Dr. Shulkin is a national thought leader on veterans’ health and patient-centered care for all Americans. He is a 

Former Secretary of the Department of Veterans Affairs under President Trump and Undersecretary under President 

Obama, with a history of leadership in healthcare organizations including the University of Pennsylvania Health 

System, Temple University Hospital, Beth Israel Medical Center, and the Morristown Medical Center. 

Adding to the strength of its vertically-integrated cannabis operations, CSAC will have a dedicated focus on 

branding and wellness. 

Branding 

CSAC’s planned branding approach is built on the belief that brands will lead the cannabis industry in the future, 

resulting in a branding approach across CSAC’s operations – in cultivation and processing of raw cannabis products, 

where high quality and consistency are hallmarks of CSAC’s brands, through to its dispensaries, where CSAC will 

seek to capitalize on the key touchpoint with consumers to position CSAC’s brand, its dispensary brands and its 

consumer branded goods with each interaction. CSAC will combine qualitative branding experience with broad data 

collection and location-based marketing technology to improve the effectiveness and efficiency of its marketing 

efforts, including using data-driven techniques to optimize in-store and online experiences and to tailor messaging 

and content to its customers. 

Wellness 

CSAC’s planned wellness initiative will seek to address the lack of historical attention to the science of cannabis. 

CSAC’s wellness efforts will partner with experienced research and healthcare practitioners with a focus on 

developing a scientific foundation for health and wellness indications for CBD and other cannabanoids, with 

attendant applications across a variety of potential indications, from chronic pain and sleep disorders to post 

traumatic stress disorder and opioid replacement. There can be no assurance that any such scientific support will be 

developed under the CSAC’s wellness initiative. 

Business Objectives
3 

CSAC plans to grow its combined post-closing operations by continuing to apply its established approach to the 

acquisition of individual cannabis-related operations with attractive economic profiles on a standalone basis or as 

integrated with the existing CSAC businesses. CSAC plans to augment these efforts with its branding and wellness 

activities, building recognizable consumer-facing brands and bringing to bear its significant product development 

expertise on a foundation of robust research. 

Acquisitions 

CSAC anticipates growing its Anchor Portfolio through acquisitions following the closing of the Transaction. 

Through the process of creating the Anchor Portfolio, CSAC has established a proven process for identifying, 

diligencing and consummating transactions with attractive, high quality operators, as well as a pipeline of potential 

future targets. 

CSAC intends to seek opportunities to broaden its existing footprint to nearby regions with potential for branding 

and other synergies, while maintaining a focus on vertical integration in limited license, high addressable consumer 

States where recreational cannabis use is currently approved or expected to be approved in the near future. Such 
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acquisitions may be directly “plant-touching” or may be in related businesses whose inclusion within the CSAC 

portfolio would be accretive to future growth prospects. 

Organic Growth and Existing Operations
3
 

CSAC believes that operational strength, the ability to successfully integrate newly acquired businesses and the 

ability to develop new “green field” operations will be key aspects of success in the nascent, fragmented U.S. 

cannabis market going forward. 

CSAC expects to have vertically-integrated cultivation, extraction, manufacturing, and distribution capabilities, as 

well as a portfolio of brands under which it will markets its products. CSAC plans to offer a diverse product offering 

of cannabis and cannabis-infused products, including beverages, edibles, vaporizer cartridges, tinctures, concentrates 

and others, in additional to wholesale offerings of cannabis, cannabis-infused oils and finished products, which will 

all be subject to strict quality and safety standards. 

One of CSAC’s post-closing priorities is the implementation of a scalable, technology-driven shared infrastructure 

that implements these standards and monitors CSAC’s operations as CSAC grows and enters new markets. CSAC 

believes that high standards for quality, safety and regulatory compliance, as well as rigorous operational and 

financial controls, are critical for maintaining trust with all key stakeholders and a key point of differentiation in a 

fast growing and consolidating marketplace. 

Additionally, CSAC plans to engage in continuous improvement across its operations in an effort to improve its 

efficiency and quality, and to remain in line with consumer preferences. 

• Cultivation Operations:
3
 

CSAC will grow over 60 strains of cannabis on a rotating basis, with strain selection determined by a 

combination of cultivation success and end-user preference/demand. Harvests are tested for a variety of 

compounds (THC levels, terpene profiles, etc.) as well as for quality control and compliance with local 

regulations, as applicable. CSAC will build on the best practices already in place within each of the Target 

Businesses to ensure that its cultivation programs continue to use high standards in their testing regimes, 

aiding in strain selection with a focus on quality and efficacy.  

Across the Anchor Portfolio, year-end 2018 production capacity is expected to include over 23,000 square 

feet
3
 under canopy, producing over 1,000

3
 pounds of finished flower per month, excluding any expansion 

plans detailed below, based on yields of 0.5 pounds (225 grams) per year per square foot under canopy and 

the cultivation footprint of the Anchor Portfolio in the fourth quarter of 2018. 

• Extraction & Manufacturing Operations:
3
 

CSAC’s operations will use several extraction methods, which vary according to the appropriateness of the 

method for the end product. CSAC will use extraction methods, including hydrocarbon, alcohol and carbon 

dioxide solvent extraction and downstream combinations of heat and pressure, to produce finished cannabis 

oil. CSAC’s goal is high quality extraction product for direct consumer use or for use in infused products. 

Across the Anchor Portfolio, year-end 2018 extraction capacity is expected to allow for the production of 

over 100
3
 pounds of processed oil per month, excluding any expansion plans detailed below, based on the 

cultivation footprint of the Anchor Portfolio in the fourth quarter of 2018 and flower to oil conversion rates 

of 15% to 25%  

In addition to producing cannabis extracts, the Anchor Portfolio manufactures a variety of infused products 

which will augment CSAC’s offering to end consumers. Items such as edibles (including chocolates, 

gummies, caramels, and lozenges), beverages, tinctures and topicals are produced using precision processes 

under the constraints of quality control and testing regimes. These manufactured goods are beneficial for 

CSAC both by virtue of providing the opportunity to tailor product development to consumer preference, 

but also because infused goods generally provide higher margin use of cannabis oil than extracts alone. For 

example, cannabis oil sold directly for vaporizer pen use in Nevada has a wholesale price of approximately 
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$86 per gram, while a gram of cannabis oil included in an infused chocolate bar or an infused caramel has 

an effective retail price of $130 per gram or $300 per gram, respectively. 

• Dispensary Operations:
3
 

CSAC operates dispensaries in high value locations in limited license, recreationally legal States with large 

addressable populations. CSAC sees the retail environment as a key touchpoint with consumers, allowing 

CSAC to position the company brand, its dispensary brands and its individual consumer goods brands with 

each interaction. As such, the goal of the dispensary experience is to be exciting and inclusive, offering 

approachable expertise from sales staff and a wealth of product choice for the customer. CSAC believes 

that this approach, as is the case in other consumer branded goods markets, will increase customer loyalty 

and wallet share devoted to CSAC products. 

Beyond customer experience, CSAC seeks to drive efficiency and profitability through dispensaries. CSAC 

aims to maximize customer traffic and sales per transaction by location, streamlining operations in order to 

achieve these goals. 

• Sales Channels Outside Dispensaries:
3
 

The Anchor Portfolio is comprised of companies engaged in select wholesale activity prior to the 

Transaction. Following the Transaction, it is anticipated that the bulk of CSAC’s flower and oil capacity 

will be used within the vertically-integrated CSAC network. However, there may be an opportunity to 

expand branded goods sales beyond CSAC’s own store base. Cannapunch’s branded cannabis goods are 

sold exclusively through the wholesale channel, and CSAC anticipates that it will also continue these 

activities post-closing. Additionally, other brands acquired as part of the Transaction, as well as new brands 

licensed or developed post-closing, may be sold through the wholesale channel by CSAC’s in place 

salesforce, consisting of a two person Nevada-based external salesforce, and a three person Massachusetts-

based external salesforce. 

Although CSAC is not currently engaging in on-demand or mail order delivery of cannabis to end-

consumers, it is considered a potential expansion opportunity where possible in accordance with local 

regulations. 

Within the Anchor Portfolio, there are several key opportunities for organic growth (see “Narrative Description of 

the Business of CSAC – Capital Investment Strategy” for a discussion of factors and assumption underlying CSAC’s 

targeted post-closing growth opportunities): 

• Cultivation Expansion:
3
 

CSAC has in-process projects designed to expand cultivation capacity in Massachusetts and Nevada. 

Massachusetts: An additional facility with a planned 20,000 square feet
3
 of canopy is under construction in 

the same industrial park as the current Milford, MA cultivation and production facility as of the fourth 

quarter of 2018 (the “MA Phase II Facility”), with an anticipated first harvest from such MA Phase II 

Facility projected to take place in the third or fourth quarter of 2019.
3
 A third facility (the “MA Phase III 

Facility”) with a further expected 70,000 square feet
3
 of canopy is in the planning and excavation stage as 

of the fourth quarter of 2018, with an anticipated first harvest date from such MA Phase III Facility 

projected to take place in the first quarter of 2020.
3
 CSAC believes the additional supply generated by this 

expanded capacity will be well received into Massachusetts’ new recreational-use environment.
3
 

Nevada: An additional facility with a planned 14,000 square feet
3
 of canopy projected to be constructed in 

available constructed space adjacent to the existing cultivation and production facility in Sparks, NV (the 

“Reno Cultivation Expansion”) is in the planning phase as of the fourth quarter of 2018, with an 

anticipated first harvest date from such facility projected to take place in the third or fourth quarter of 

2019.
3
 CSAC believes such expanded capacity in Nevada will allow for self-sourced product to be supplied 

to CSAC’s dispensary network, and that it will allow for potential increases in CSAC’s wholesale 

distribution activities, as further described below. 

• Extension of Current Nevada-Based Brand Portfolio into Massachusetts: 

As Massachusetts enters the new recreational-use environment, CSAC intends to bring its successful 

branded products currently sold in Nevada into the nascent Massachusetts recreational-use market. As these 
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branded offerings skew heavily toward higher margin infused products such as edibles, CSAC believes the 

extension of these brands into the Massachusetts market could have positive impact on revenues and 

operating margins. 

• Extraction and Manufacturing Realignment: 

Following the completion of the Transaction, CSAC intends to realign its manufacturing operations in 

Nevada. Manufacturing and wholesale sales and marketing operations will be consolidated in CSAC’s 

licensed Las Vegas facilities. CSAC believes such realignment can allow for the achievement of economies 

of scale and efficiencies in production, and that it can extend the reach of CSAC’s wholesale distribution 

channel for previously narrowly marketed products. 

 

Branding
3
 

CSAC’s branding strategy is expected to focus on: (i) using the Anchor Portfolio’s brands and products to greatly 

improve the customer experience in respect of the U.S. cannabis industry; and (ii) developing new brands to address 

unmet consumer needs. As the U.S. legal cannabis industry has developed, industry fragmentation and the lack of a 

critical mass of firms with scale has created an uneven consumer experience. Greatly improving customers’ retail 

experience, creating relevant brands that inform consumers about CSAC’s high quality products and bringing high-

level marketing practices to bear are core strategic goals for CSAC. 

Product development is another core part of CSAC’s strategy. Building on the existing, highly competitive Anchor 

Portfolio, CSAC intends to use its scale and expertise from adjacent industries, such as the alcohol and consumer 

packaged goods industries, to develop and market new products. Marketing research, leading digital marketing 

technology and the utilization of cross-industry best practices for efficient evaluation and market testing are 

expected to be key components of building industry-leading product development capabilities. 

Wellness
3
 

Following the Transaction, CSAC intends to begin its wellness initiative, the goal of which is to expand the pool of 

scientific study focused on cannabis, with an aim to provide robust support for potential indications of CBD and 

other cannabinoids as beneficial across a variety of potential indications, from chronic pain and sleep disorders to 

post traumatic stress disorder and opioid replacement. There can be no assurance that any such scientific support 

will be developed under CSAC’s wellness initiative. 

Capital Investment Strategy 

Significant Events and Milestones 

The principal milestones that are planned to occur during the 12-month period following the Transaction for the 

successful completion of the business objectives described above includes: (i) the commencement of recreational 

cannabis sales in Massachusetts; and (ii) the completion (on schedule and within budget) of the proposed facility 

expansion plans described above. 

Investments Required
3
 

CSAC intends to make a variety of investments in 2019 in order to support the targeted organic growth of the 

Anchor Portfolio. Identified investments for 2019 include the following:
 3

 

 $4 million to $6 million in estimated costs expected to be incurred through the first six months of 2019 to 

construct the MA Phase II Facility; 

 $18 million to $20 million in estimated costs expected to be incurred throughout 2019 to construct the MA 

Phase III Facility;  

 $4 million to $5 million in estimated costs expected to be incurred in the first six months of 2019 to construct 

the Reno Cultivation Expansion; 
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 $1 million in estimated costs expected to be incurred in the first six months of 2019 to outfit existing Anchor 

Portfolio facilities in Las Vegas to align extraction, production, and manufacturing capacity capabilities; 

 $1 million expected to be incurred in the first quarter of 2019 in expansion-oriented equipment purchases to 

support CSAC’s manufacturing and production operations. 

 

The Reno Cultivation Expansion will add approximately 14,000 square feet
3
 of additional canopy to CSAC’s 

cultivation operations – a 100% increase. The site for the Reno Cultivation Expansion is adjacent to the existing 

Reno cultivation facility and is expected to be housed in an existing structure. This facility has been designed to 

allow for the expansion of existing cultivation operations, and is expected to yield similar amount of raw cannabis 

product per square foot as generated by the current Reno cultivation footprint. Once completed, the Reno Cultivation 

Expansion is expected to nearly double CSAC’s overall cultivation capacity in the state of Nevada
3
. The total cost 

for the Reno Cultivation Expansion is expected to be $4 to 5 million, which is expected to be incurred throughout 

the first six months of 2019,
3
 with construction expected to be completed in the third quarter of 2019. Upon 

completion of construction, the Reno Cultivation Expansion is expected to be fully operational subject to all 

necessary inspections and approvals by applicable State and local regulatory authorities.  The first harvest from the 

Reno Cultivation Expansion is expected in the third or fourth quarter of 2019.
3
 

The MA Phase II Facility is currently under construction. Construction of the MA Phase II Facility is expected to be 

completed in the third quarter of 2019
3
, with a first harvest from the facility expected in the third or fourth quarter of 

2019
3
, subject to all necessary inspections and approvals by applicable State and local regulatory authorities

3
.  The 

MA Phase II Facility is expected to increases CSAC’s Massachusetts cultivation footprint by 20,000 square feet
3
 

under canopy – a 200% increase. The design of this additional cultivation space gives CSAC management 

confidence that the MA Phase II facility will be at least 75% as efficient as its pre-expansion cultivation operations 

in Massachusetts.  Efficiency is based on a variety of factors, such as additional operational complexity, a desire to 

constrain unit costs, plans to allocate part of the space to research and development of new growing techniques and 

new cannabis strains, and adoption of policies and procedures based on best practices from throughout the Anchor 

Portfolio
3
. While not guaranteed, efficiencies greater than the anticipated rate may be achieved. The total cost for the 

expansion is expected to be $4 to 5 million
3
.  

The MA Phase III Facility will add approximately 70,000 square feet
3
 of additional canopy to CSAC’s cultivation 

operations. The site for this facility has been identified and secured, and the early phases of construction have begun. 

The MA Phase III Facility has been planned for the specific purpose of expanding the Massachusetts cultivation 

footprint under canopy to 100,000 square feet – the maximum allowable amount under State law. Once fully 

operational, management believes the MA Phase III facility will be at least 67% as efficient as Sira’s pre-expansion 

cultivation operations (prior to the MA Phase II Facility) based on a variety of factors, such as additional operational 

complexity, a desire to constrain unit costs, plans to allocate some space to research and development of new 

growing techniques and new cannabis strains, and normal course fluctuations in productivity and efficiency 

associated with a “green field” project
3
. While not guaranteed, efficiencies greater than the anticipated rate may be 

achieved. The total cost for the MA Phase III Facility is expected to be $18 to $20 million
3
, with such spending 

projected to begin in the first quarter of 2019
3
. The MA Phase III Facility is expected to be fully operational and 

produce its first harvest in the first quarter of 2020, subject to all necessary inspections and approvals by applicable 

State and local regulatory authorities
3
. 

CSAC intends to reinvest cash generated from operations to generate organic growth, but also to fund further 

acquisitions. CSAC plans to grow its combined, post-closing operations by continuing to apply its established 

approach to the acquisition of individual cannabis-related operations with attractive economic profiles on a 

standalone basis and/or integrated with the existing CSAC businesses. 

Through the process of creating the Anchor Portfolio, CSAC has established a proven process for identifying, 

diligencing and consummating transactions with attractive, high quality operators, as well as a pipeline of potential 

future targets. 

CSAC intends to seek opportunities to broaden its existing footprint to nearby regions with potential for branding 

and other synergies, while maintaining a focus on vertical integration in limited license, high addressable consumer 
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States where recreational cannabis use is currently approved or expected to be approved in the near future. Such 

acquisitions may be directly “plant-touching” or may be in related businesses whose inclusion within the CSAC 

portfolio would be accretive to future growth prospects. 

It is anticipated that consideration for such acquisitions would comprise a combination of cash, stock and debt, 

similar to the consideration for the acquisition of the Anchor Portfolio. Although there can be no assurance that 

CSAC will be able to achieve its acquisition goals, CSAC is targeting the acquisition of an additional C$75 – $150 

million of revenue generating an attendant C$30 – 50 million of Adjusted EBITDA in 2019, with a similar volume 

of targeted acquisition activity in 2020
3
.  

Outlook
3
 

CSAC management’s outlook for the business is based on a number of factors, including the state of transition of the 

U.S. cannabis market from medical to recreational use, the experience of its management team and advisors, local 

market expertise and management teams of the Anchor. 

Financial Outlook 

CSAC bases its financial outlook for the pro forma Resulting Issuer on the strength of the local markets in which the 

Anchor Portfolio operates, as well as on CSAC’s positive views on the prospects for the U.S. cannabis space in 

general. 

CSAC expects its future financial performance to build on the base established by its combination of the Target 

Businesses to create the Anchor Portfolio. The table below describes the pro forma financial performance of the 

Anchor Portfolio as a combined group for the nine month period ended September 30, 2018 that forms the basis for 

CSAC’s future outlook of the post-closing business. 

The table below summarizes Target revenue and Adjusted EBITDA for each of the Target Businesses for the years 

ended December 31, 2018 and 2019, and for the businesses as combined.  See the Resulting Issuer Pro Forma 

Financial Statements attached to this prospectus as Appendix T for a discussion on the basis of presentation. See 

“Management’s Discussion and Analysis of The Target Businesses” for a discussion of historical drivers of financial 

performance of each of the Target Businesses. 

 

Anchor Portfolio Growth: Going forward, CSAC has established targets for Anchor Portfolio pro forma revenue 

of C$95–105 million for 2018 and C$240–260 million for 2019. CSAC has also established targets for Anchor 

Portfolio pro forma Adjusted EBITDA of C$30-35 million in 2018 and C$130–140 million Adjusted EBITDA for 

2019. Key drivers of such revenue and Adjusted EBITDA targets are the transition of the Massachusetts cannabis 

market to a recreational-use environment starting in 2019, the planned expansion of CSAC’s cultivation operations 

as described above and, broadly, the continuation of the constructive business environment for cannabis in the U.S. 

Specifically, CSAC anticipates that the transition to a recreational use cannabis market in Massachusetts will result 

in robust demand for cannabis products, and that cultivation and manufacturing capacity will likely fall short of this 

increased demand. As a result, CSAC believes 2019 wholesale and retail prices have the potential to increase 

(C$ million) Target Revenue Target Adjusted EBITDA 

 
2018 2019 2018 2019 

Washoe 10 - 15 30 - 40  5 - 6  15 - 20 

LivFree 40 - 45 50 - 60 10 - 13 20 - 30 

Canopy 15 - 20  20 - 25 5 - 6  6 - 10  

Sira 15 - 20 100 - 120 4 - 5 60 - 70  

Cannapunch 7 - 10  20 - 25  4 - 5  10 - 15 

Pro Forma Standalone 95 - 105  240 - 260 30 - 35  130 - 140 
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relative to 2018.
3
 However, while CSAC management believes that supply constraints may lead to higher pricing, 

increased pricing above that achieved in the 2018 Massachusetts medical use market is not included as an input in 

CSAC’s financial targets. 

CSAC also believes that the Anchor Portfolio will benefit greatly from its planned investment in branding and 

marketing. The Anchor Portfolio will be able to build brands that will drive growth and higher profit margins, 

especially as some of the highest growth, highest margin segments of the cannabis market are cannabis-infused 

products where the specific strains and cultivation processes are less impactful to the final product. Further, digital 

marketing technologies will help the Anchor Portfolio increase revenue growth and profitability by employing 

proven techniques from adjacent industries, such as the alcohol and consumer packaged goods industries. CSAC 

management believes these investments will provide CSAC with long-term, durable strategic advantage in the 

fragmented U.S. cannabis industry. 

In developing the targets set forth above, CSAC has made the following assumptions and relied on the following 

factors and considerations: 

 The targets are based on discussions with the management teams of the Target Businesses and their 

historical results, particularly in respect of 2018 year to date results. 

 The targets are subject to the completion of in place cultivation and product facility expansion plans 

anticipated to come online in 2019 and 2020, including the relocation of one dispensary and assuming 2/3 

capacity utilization of a new facility in 2020. See “Narrative Description of the Business of CSAC – 

Investments Required.” 

 Revenue growth assumptions at established recreational dispensaries depend on a variety of factors, 

including among other things, location and degree of seasoning as a recreational dispensary, and vary 

between 15% and 27% growth year over year, reflecting the current state of rapid growth of the cannabis 

industry. 

 Revenue growth assumptions for dispensaries transitioning from medical status to recreational status are 

based on anticipated production capacity available from a vertically-integrated supply chain. These 

assumptions include current production levels at cultivation and production facilities, plus production 

capacity in process of construction and planning, starting from target completion dates. Prices and 

wholesale/retail sales mix are projected forward at current medical status levels (i.e., not adjusted for price 

or mix shift as a result of transition from medical to recreational status). 

 Cost of goods sold, before taking into account the impact of value changes in biological assets (which are 

non-cash in nature, and, accordingly, are excluded from calculations of Adjusted EBITDA), has been 

assumed to grow at a constant percentage of revenue between 2018 and 2019, with the exception of cost of 

goods sold for dispensaries whose inventory was previously purchased from third parties at lower margins 

than other similar dispensaries in the Anchor Portfolio. 

 Selling, general and administrative expenses are assumed to increase in dollar terms year over year, but to 

decrease modestly as a percentage of revenues due to inherent scalability of selling, general and 

administrative expenses. 

 A US federal income tax rate of 27% is anticipated. 

 A currency exchange rate of US$1 = C$1.342 has been assumed. 

 

CSAC has also assumed that business and economic conditions affecting the Target Businesses will continue 

substantially in the ordinary course, including, without limitation, with respect to general industry conditions, 

competition, regulations (including those in respect of the cannabis industry), weather, taxes, that there will be no 

pandemics or other material outbreaks of disease or safety issues or material recalls required, and that there will be 

no unplanned material changes in CSAC’s facilities, equipment, or customer and employee relations. 

Acquisitions: Acquisitions and retail expansion are also key elements of CSAC management’s long-term financial 

performance. Receiving or acquiring additional licenses for retail locations is a key driver of revenue growth for the 

Anchor Portfolio. Acquiring established operators in additional attractive cannabis markets in the U.S. is another 

anticipated driver of revenue growth. CSAC will seek acquisitions that add EBITDA, as well as operational and 
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product expertise that can be deployed in other markets to drive EBITDA growth across CSAC’s operations as a 

whole. While there can be no guarantee regarding the success of future acquisition activity, CSAC management is 

targeting additional company and license acquisitions in each of 2019 and 2020 to add C$75-150 million in 

revenues and C$30-50 million in Adjusted EBITDA each year. 

These targets, and the related assumptions, involve known and unknown risks and uncertainties that may cause 

actual results to differ materially. While CSAC believes there is a reasonable basis for these targets, such targets 

may not be met. 

These targets represent forward-looking information. Actual results may vary and differ materially from the targets. 

See “Caution Regarding Forward-Looking Statements”. 

Definition and Reconciliation of Non-IFRS Measures 

 

The Target Businesses report certain non-IFRS measures that are used to evaluate the performance of such 

businesses and the performance of their respective segments, as well as to manage their capital structure. As non-

IFRS measures generally do not have a standardized meaning, they may not be comparable to similar measures 

presented by other issuers. Securities regulations require such measures to be clearly defined and reconciled with 

their most directly comparable IFRS measure. 

Adjusted EBITDA 

“Adjusted EBITDA” represents income (loss) from operations, as reported, before interest, tax, and adjusted to 

exclude extraordinary items, non-recurring items, other non-cash items, including stock based compensation 

expense, depreciation, and the non-cash effects of accounting for biological assets and inventories, and further 

adjusted to remove acquisition related costs. 

The following is a reconciliation of how CSAC calculates Adjusted EBITDA and reconciles it to IFRS figures, 

based on figures derived from the financial statements of the Target Businesses attached hereto as Appendix C, 

Appendix D, Appendix E, Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, Appendix N, 

Appendix P and Appendix Q, respectively. 
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Adjusted EBITDA Reconciliation

                                                           

30 Other adjustments made to exclude the impact of management fees, profit sharing arrangements, transaction fees, and the net unrealized loss on changes in the fair value of 

financial liabilities. 

Period 9 mo ended 9 mo ended 9 mo ended 9 mo ended 9 mo ended 

 

9 mo ended 9 mo ended 9 mo ended 

 

9/30/2018 9/30/2018 9/30/2018 9/30/2018 9/30/2018 

 

9/30/2018 9/30/2018 9/30/2018 

 

As Reported As Reported As Reported As Reported As Reported 

 

Pro forma As Reported Pro forma 

          

       
Total  

 

  

       Anchor   

 

Washoe Canopy LivFree Sira Cannapunch Adjustments Portfolio CSAC Combined 

Net income (loss) from operations  2,429,899  2,432,452  5,728,752  (499,426) 1,178,698  –  11,270,375  (30,596,538) (19,326,163) 

       

  

 

  

Non-cash items accounting for biological assets and inventories 
   

  

 

  

Fair value changes  726,225  –  –  11,279,968  –  –  12,006,193  –  12,006,193  

Unrealized gain on changes in fair value  (1,491,432) –  –  (8,964,482) –  –  (10,455,914) –  (10,455,914) 

  (765,207) –  –  2,315,486  –    1,550,279  –  1,550,279  

       

  

 

  

Interest  –  –  –  –  –  –  –  (703,507) (703,507) 

Depreciation and amortization  252,557  27,548  140,646  746,329  3,631  –  1,170,711  –  1,170,711  

Share-based compensation expense –  –  –  –  –  –  –  –  –  

Acquisition costs –  –  –  –  –  –  –  –  –  

Other30 160,000  366,848  –  211,815  740,847  –  1,479,510  30,396,840  31,876,350  

  412,557  394,396  140,646  958,144  744,478    2,650,221  29,693,333  32,343,554  

       
  

 

  

Adjusted EBITDA 2,077,249  2,826,848  5,869,398  2,774,204  1,923,176  –  15,470,875  (903,204) 14,567,671  
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This prospectus makes reference to certain non-IFRS measures and cannabis industry metrics. These measures are 

not recognized measures under IFRS and do not have a standardized meaning prescribed by IFRS and are therefore 

unlikely to be comparable to similar measures presented by other companies. Rather, these are provided as 

additional information to complement those IFRS measures by providing further understanding of the Target 

Businesses’ results of operations from management’s perspective. Accordingly, these measures should not be 

considered in isolation, nor as a substitute for analysis of the Target Businesses’ financial information reported 

under IFRS. Non-IFRS measures used to analyze the performance of the Target Businesses include “Adjusted 

EBITDA”. 

 

CSAC believes that these non-IFRS financial measures provide meaningful supplemental information regarding the 

Target Businesses’ performances and may be useful to investors because they allow for greater transparency with 

respect to key metrics used by management in its financial and operational decision-making. These financial 

measures are intended to provide investors with supplemental measures of the Target Businesses’ operating 

performances and thus highlight trends in the Target Businesses’ core businesses that may not otherwise be apparent 

when solely relying on the IFRS measures. 

 

SELECTED CONSOLIDATED FINANCIAL INFORMATION 

Pro Forma Consolidated Capitalization 

Completion of the Transaction requires, among other things, approval of the CSAC Shareholders at a meeting of the 

CSAC Shareholders, which meeting has not yet taken place. In addition, as the Transaction constitutes CSAC’s 

qualifying transaction, holders of CSAC Class A Restricted Voting Shares can elect to redeem all or a portion of 

their CSAC Class A Restricted Voting Shares, whether they vote for or against, or do not vote on the qualifying 

transaction, provided that they deposit (and do not validly withdraw) their shares for redemption prior to the 

Redemption Deadline. A description of the redemption rights will be included in the management information 

circular to be mailed to CSAC Shareholders in connection with the CSAC Meeting. A redeeming CSAC 

Shareholder is entitled (conditional on closing) to receive an amount per Class A Restricted Voting Share, payable 

in cash, equal to the pro-rata portion (per CSAC Class A Restricted Voting Share) of: (A) the escrowed funds 

available in the CSAC’s escrow account at the time of the CSAC Meeting, including interest and other amounts 

earned thereon; less (B) an amount equal to the total of (i) applicable taxes payable by CSAC on such interest and 

other amounts earned in the escrow account, and (ii) actual and expected direct expenses related to the redemption, 

each as reasonably determined by CSAC. For greater certainty, such amount will not be reduced by the amount of 

any tax of CSAC under Part VI.1 of the Tax Act or the deferred underwriting commissions per CSAC Class A 

Restricted Voting Share held in escrow. This redemption amount is anticipated to be C$10.03 per CSAC Class A 

Restricted Voting Share, assuming a February 28, 2019 redemption date. 

The following table sets forth the consolidated capitalization of the Target Businesses as of September 30, 2018 

adjusted to give effect to the Transaction assuming different levels of redemptions. Since September 30, 2018, other 

than in the normal course of business, there has been no material change in the equity and debt capital of the Target 

Businesses, on a consolidated basis.  

This table should be read in conjunction with the CSAC Audited Annual Financial Statements, the Target 

Businesses’ Audited Financial Statements, the Target Businesses’ Interim Financial Statements and the Resulting 

Issuer Pro Forma Financial Statements attached to this prospectus as Appendix A, Appendix C, Appendix D, 

Appendix E, Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, Appendix N, Appendix P, 

Appendix Q and Appendix T, respectively. 

 
  As of September 30, 2018, as adjusted $ (in millions 

for stated values)  after giving effect to the 

Transaction, and assuming no redemptions of 

CSAC Class A Restricted Voting Shares  

As of September 30, 2018, as adjusted $ (in millions 

for stated values) after giving effect to the 

Transaction, and assuming 50% redemptions of 

CSAC Class A Restricted Voting Shares 

Cash and cash 

equivalents 

 
38.3 

 
38.3 

Debt  61.9  61.9 

Shareholders’ 

equity(1) 

 
366.3 

 
334.4 
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Notes: 

(1) Excludes the Subordinate Voting Shares issuable upon (i) exercise of the CSAC Warrants, which are exercisable commencing 65 days 

after the completion of the Transaction, and (ii) the conversion of the CSAC Rights, which are convertible upon the completion of the 

Transaction. See “Corporate Structure – Warrant Agreement” and “Corporate Structure – Rights Agreement”. 

(2) Assumes the closing price of C$14.78 for the CSAC Class A Restricted Voting Shares on December 11, 2019. 

 

Summary Pro Forma Consolidated Financial Information 

The following unaudited pro forma consolidated statement of financial position of CSAC as at September 30, 2018 

has been prepared by CSAC to give effect to the Transaction as if it had occurred on September 30, 2018.  The 

following unaudited pro forma consolidated statement of operations of CSAC for the year ended September 30, 

2018 has been prepared by CSAC to give effect to the Transaction as it had occurred on October 1, 2017. 

This summary pro forma financial information should be read in conjunction with the CSAC Audited Annual 

Financial Statements, the Target Businesses’ Audited Financial Statements, the Target Businesses’ Interim Financial 

Statements and the Resulting Issuer Pro Forma Financial Statements attached to this prospectus as Appendix A, 

Appendix C, Appendix D, Appendix E, Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, 

Appendix N, Appendix P, Appendix Q and Appendix T, respectively. 

The pro forma financial information has been prepared for illustrative purposes only and may not be indicative of 

the operating results or financial condition that would have been achieved if the Transaction had been completed on 

the date or for the periods noted above, nor does it purport to project the results of operations or financial position 

for any future period or as of any future date. In addition to the pro forma adjustments that comprise this pro forma 

financial information, various other factors will have an effect on the financial condition and results of operations of 

CSAC following the completion of the Transaction, including an adjustment as it relates to the closing of the 

Transaction which assumes no redemption of CSAC Class A Restricted Voting Shares (the actual redemption level 

is uncertain, but see Note 8(g) of the Resulting Issuer Pro Forma Financials for the illustrative effect of 0% and 50% 

redemption levels). See “Notes to Pro Forma Condensed Consolidated Combined Financial Information” included 

in Appendix T for a discussion of pro forma adjustments. See also “Caution Regarding Forward-Looking 

Statements”. 

Following closing of the Transaction, CSAC will reflect the assets of the acquired Target Businesses on its balance 

sheet. 

Total 

Capitalization 

 
390.0 

 
358.0 

     

Debt, net of cash  23.6  23.6 
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Cannabis Strategies Acquisition Corp. 

Unaudited Pro Forma Consolidated Statement of Financial Position 

As at September 30, 2018  
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Cannabis Strategies Acquisition Corp.  

Unaudited Pro Forma Consolidated Statements of Operations 

For the Year Ended September 30, 2018 
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LivFree Data Loss 

LivFree commenced customer sales in the month of  June 2016.  During 2016, LivFree’s reconciliation and point-of-

sale product tracking solution for compliance purposes was MJ Freeway, a cloud-based seed-to-sale cannabis 

compliance software program for marijuana businesses. At that time, MJ Freeway was being used widely in the 

United States cannabis industry for reconciliation, point-of-sale product tracking and other compliance purposes. 

MJ Freeway has advised LivFree that on January 7, 2017, it sustained a “direct attack on its software infrastructure”, 

which disrupted MJ Freeway’s central site as well as its back up sites. MJ Freeway has further advised LivFree that 

no data was decrypted or extracted (including patient and business data) and that it had engaged in months of 

attempted recovery procedures. LivFree attempted on numerous occasions to retrieve its data from MJ Freeway. 

However, LivFree’s inventory, patient and historical data for the period from June 2, 2016 to Dec. 31, 2016 was lost 

beyond repair. 

LivFree has also undergone a revenue reconstruction attempt. However, LivFree was heavily reliant on MJ Freeway 

in 2016, which precludes the possibility of an acceptable revenue reconstruction upon which an audit of LivFree’s 

2016 historical financial data could be based. 

LivFree’s auditors have advised that, as a professional matter, given this cyber-security incident, it is not possible to 

provide an audit report in respect of the 2016 annual financial statements of LivFree because of the central role 

played by revenue as the starting point for all subsequent income items. 

Following the cyber-attack, LivFree changed to an internally recorded point of sale system (BioTrack THC), where 

information is stored internally on LivFree’s own servers, rather than stored solely on the cloud-based servers of a 

service provider, as was the case in 2016 under the MJ Freeway point of sale system. This system provides 

additional support relative to the sales data entered into LivFree’s QuickBooks accounting records for the years 

subsequent to 2016. LivFree amended its operational procedures from 2017 onward, including a daily backup of 

sales data on its servers. Finally, all sales data is also reported to regulators via the Metrc system as of the fourth 

quarter of 2017. BioTrack THC also maintains patient data. 

CSAC and LivFree management believe that the 2016 year, as a start-up period in a new high growth industry 

during which sales were very modest, is not material to understanding LivFree’s business. CSAC believes that the 

2017 and 2018 (to date) periods are much more relevant, as are anticipated 2019 and later results (especially with 

respect to U.S. cannabis businesses, where State-level legalization commenced earlier than federal-level legalization 

in Canada). Accordingly, to assist investors and provide additional assurance, CSAC and LivFree have provided 

audited results for LivFree for both the 2017 year and, in addition, for the nine month period ended Sept. 30, 2018. 

See “Securities Laws Exemptions”. 

DIVIDEND POLICY 

The declaration of dividends on Subordinate Voting Shares will be at the sole discretion of the Resulting Issuer 

Board. No dividend policy has yet been adopted by the Resulting Issuer Board. CSAC does not intend to pay 

dividends on the Subordinate Voting Shares in the immediate future following the Transaction as it intends to retain 

earnings to finance the growth and development of its businesses and to otherwise reinvest in its businesses. 

Therefore, CSAC does not anticipate paying cash dividends on the Subordinate Voting Shares in the near future.  In 

addition, the Exchange Rights Agreements will restrict CSAC from declaring or paying dividends on the 

Subordinate Voting Shares unless economically equivalent dividends are declared and paid on the Exchangeable 

Shares, subject to applicable law. See “Corporate Structure – Exchangeable Shares and Exchange Rights 

Agreements – Voting and Dividend Rights”. 

CSAC’s dividend policy will be reviewed from time to time by the Resulting Issuer Board in the context of CSAC’s 

earnings, financial condition and other relevant factors. The payment of dividends in the future will depend on the 

earnings, cash flow and financial condition of CSAC as well as the need to finance CSAC’s business activities and 

any restrictions that may be contained in any credit or financing agreements and such other factors as the Resulting 

Issuer Board considers appropriate. Until the time that CSAC does pay dividends, which it may never do, Resulting 

Issuer Shareholders will not be able to receive a return on their Subordinate Voting Shares unless they sell them. See 

“Risk Factors – CSAC may not pay dividends”. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE TARGET BUSINESSES  

Please see attached the MD&A of CSAC attached hereto as Appendix B.  

Please see attached the MD&A of each of the Target Businesses attached to this prospectus as Appendix F, 

Appendix I, Appendix L, Appendix O and Appendix R, respectively. 

The MD&A of CSAC and of each of the Target Businesses contain important information about each respective 

entity’s business and its performance for the relevant periods. The discussion and analysis of CSAC and the Target 

Business’ respective financial conditions and results of operations covers periods prior to the completion of the 

Transaction. The MD&A of CSAC and of each of the Target Businesses should be read in conjunction with the 

CSAC Audited Annual Financial Statements, the Target Businesses’ Audited Financial Statements, and the Target 

Businesses’ Interim Financial Statements attached to this prospectus as Appendix A, Appendix C, Appendix D, 

Appendix E, Appendix G, Appendix H, Appendix J, Appendix K, Appendix M, Appendix N, Appendix P and 

Appendix Q respectively. 

 

All dollar amounts are in U.S. dollars, unless otherwise stated. Amounts for subtotal, totals and percentage variances 

included in tables in each respective MD&A may not sum or calculate using the numbers as they appear in the tables 

due to rounding. The MD&A of CSAC and each of the Target Businesses is current as of September 30, 2018. The 

MD&A of CSAC was approved by CSAC’s board of directors. These discussions contain forward-looking 

statements based upon current expectations that involve numerous risks and uncertainties, including those described 

under the headings “Caution Regarding Forward-Looking Statements”, “Risk Factors” and elsewhere in this 

prospectus. The actual results of CSAC may differ materially from those contained in any forward-looking 

statements. 

 

Cautionary Statement Regarding Forward-Looking Information 

 

The MD&A of CSAC and of each of the Target Businesses includes “forward-looking information” and “forward 

looking statements” within the meaning of applicable securities laws, and assumptions about, among other things, 

the business, operations, and financial performance and condition of CSAC and of each of the Target Businesses 

approved by each entity’s respective management on the date of each respective MD&A. 

 

This forward-looking information and these assumptions include, but are not limited to, statements about each 

respective entity’s objectives and strategies to achieve those objectives, and about its beliefs, plans, expectations, 

anticipations, estimates, or intentions. Information included in each respective entity’s MD&A that is not a 

statement of historical fact is forward-looking information. When used in such MD&A, words such as “believes”, 

“may”, “estimate”, “should”, “plans”, “assumes”, “continue”, “outlook”, “could”, “anticipates”, “intends”, 

“expects”, and words of similar import, are intended to identify statements containing forward-looking statements. 

These statements appear in a number of places throughout each respective document. Such forward-looking 

statements are based on each respective entity’s estimates, assumptions, strategies and projections and subject to 

known and unknown risks, uncertainties and other factors all of which are difficult to predict and many of which are 

beyond its control and which may cause actual results, events or developments to be significantly different from any 

future results, events or developments expressed or implied by such forward-looking statements. 

 

In light of these risks, uncertainties and assumptions, readers should not place undue reliance on any forward-

looking statements, which speak only as of the date hereof, as actual results could differ materially. Please note that 

a cautionary discussion of risks and uncertainties is provided under the heading “Risk Factors”, as well as the 

heading “Caution Regarding Forward-Looking Statements”. These risk factors, as they relate to CSAC and/or each 

of the Target Businesses, could cause CSAC’s actual results to differ materially from expected results. Readers are 

cautioned that other factors discussed in each MD&A, although not enumerated here, also could materially affect 

CSAC’s future results. CSAC disclaims any obligation to update any such factors or publicly announce the result of 

any revisions to any of the forward-looking statements contained herein to reflect future results, events or 

developments. 

 

Market and Other Industry Data 
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The MD&A of CSAC and of each of the Target Businesses include industry and trade association data, projections 

and information that CSAC and/or each Target Business, as applicable, has prepared based, in part, upon data, 

projections and information obtained from available independent trade associations, industry publications and 

surveys and other information. Some data is also based on CSAC’s good faith estimates, which are derived from 

management’s knowledge of the industry and independent sources. Industry publications, surveys and projections 

generally state that the information contained therein has been obtained from sources believed to be reliable. None 

of CSAC or any of the Target Businesses have independently verified any of the data from third-party sources nor 

have they ascertained the underlying economic assumptions relied upon therein. Statements as to each entity’s 

market position are based on market data currently available to such entity. Each of CSAC and the Target 

Businesses’ estimates involve risks and uncertainties and are subject to change based on various factors, including 

those discussed under the headings “Risk Factors” and “Cautionary Statement Regarding Forward-Looking 

Statements” in this prospectus. Projections and other forward-looking information obtained from independent 

sources are subject to the same qualifications and uncertainties as the other forward-looking statements in this 

prospectus. 

 

DESCRIPTION OF SECURITIES 

The following is a summary of the rights, privileges, restrictions and conditions attaching to the Subordinate Voting 

Shares after giving effect to the Transaction. Following completion of the Transaction, CSAC will be authorized to 

issue an unlimited number of Subordinate Voting Shares. 

The number of Subordinate Voting Shares and Multiple Voting Shares, collectively, expected to be issued and 

outstanding upon completion of the Transaction will be approximately 17,171,485 (assuming no CSAC 

Shareholders elect to redeem all or a portion of their CSAC Class A Restricted Voting Shares). Assuming 

redemption levels of CSAC Class A Restricted Voting Shares of 50%, it is expected that there will be approximately 

10,433,985 Subordinate Voting Shares and Multiple Voting Shares collectively outstanding upon completion of the 

Transaction. See “Selected Consolidated Financial Information – Pro Forma Consolidated Capitalization”.  

Multiple Voting Share / Subordinate Voting Share Structure 

Increasingly, Canadian public companies with U.S. cannabis businesses that are going public in Canada are using 

multiple voting share structures. CSAC would like to ensure that Mercer, CSAC’s sponsor, is able to continue to 

build CSAC’s business during the current and expected future volatile period in the industry. Accordingly, subject to 

obtaining applicable consents, including under Ontario Securities Commission Rule 56-501 – Restricted Shares 

which requires majority of minority approval by a majority of votes cast by the holders of CSAC Class A Restricted 

Voting Shares, excluding any votes attached to CSAC Class A Restricted Voting Shares held directly or indirectly 

by persons who also hold existing CSAC Class B Shares, CSAC intends to grant to Mercer and the other CSAC 

Founders the right, immediately prior to the closing of the Transaction, to have a one-time option to convert their 

existing CSAC Class B Shares on a one-for-one basis into new Multiple Voting Shares. 

Multiple Voting Shares 

The Multiple Voting Shares would carry the following features: 

 25 votes per Multiple Voting Share; 

 a class veto over any changes that would prejudice any right attached to the Multiple Voting Shares; 

 equal dividends to the Subordinate Voting Shares (into which each existing non-converted CSAC Class B 

Share and CSAC Class A Restricted Voting Share would be automatically convertible at Closing), on a per 

share basis (provided that stock dividends would be payable in Multiple Voting Shares on the Multiple 

Voting Shares and in Subordinate Voting Shares on the Subordinate Voting Shares); 

 equal rights on liquidation to the Subordinate Voting Shares on a per share basis; 

 the right at any time to convert into Subordinate Voting Shares on a one for one basis; 

 equivalent treatment with the Subordinate Voting Shares on stock splits and stock consolidations;  

 automatic conversion of the Multiple Voting Shares into Subordinate Voting Shares on a one-for-one basis 

on the date that is five years from the date of closing of the Transaction; and 

 the Multiple Voting Shares would not be listed on the NEO Exchange. 
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Mercer intends to so convert its CSAC Class B Shares, as may the other CSAC Founders in their discretion, and that 

right would then expire and so would no longer be available to subsequent holders of CSAC Class B Shares, which 

would have their terms amended and be re-named as Subordinate Voting Shares. 

Subordinate Voting Shares 

The Subordinate Voting Shares would have the following features (after the expiry of the one-time conversion 

right): 

 one vote per Subordinate Voting Share; 

 a class veto over any changes that would prejudice any right attached to the Subordinate Voting Shares; 

 equal dividends to the Multiple Voting Shares on a per share basis (provided that stock dividends would be 

payable in Multiple Voting Shares on the Multiple Voting Shares and in Subordinate Voting Shares on the 

Subordinate Voting Shares); 

 equal rights on liquidation to the Multiple Voting Shares on a per share basis; 

 equivalent treatment with the Subordinate Voting Shares on stock splits and stock consolidations; and 

 “coat-tail” rights, as further described below. 

Upon the closing of the Transaction, any non-redeemed CSAC Class A Restricted Voting shares would be converted 

into Subordinate Voting Shares. 

This proposed dual class structure, if implemented, would likely require additional CSAC Shareholder votes, 

including majority of minority approval by a majority of votes cast by the holders of CSAC Class A Restricted 

Voting Shares, excluding any votes attached to CSAC Class A Restricted Voting Shares held directly or indirectly 

by persons who also hold CSAC Class B Shares. In addition, customary coat-tail arrangements would be entered 

into, as described below. 

Coattail Agreement 

Under applicable Canadian law, an offer to purchase Multiple Voting Shares would not necessarily require that an 

offer be made to purchase Subordinate Voting Shares. In accordance with the rules applicable to most senior issuers 

in Canada, in the event of a take-over bid, the holders of Subordinate Voting Shares would be entitled to participate 

on an equal footing with holders of Multiple Voting Shares. The owners of all the outstanding Multiple Voting 

Shares would enter into a customary coattail agreement with CSAC and a trustee (the “Coattail Agreement”). The 

Coattail Agreement would contain provisions customary for dual class, listed corporations designed to prevent 

transactions that otherwise would deprive the holders of Subordinate Voting Shares of rights under applicable 

provincial take-over bid legislation to which they would have been entitled if the Multiple Voting Shares had been 

Subordinate Voting Shares. The undertakings in the Coattail Agreement would not apply to prevent a sale by any 

holder of Multiple Voting Shares if concurrently an offer is made to purchase Subordinate Voting Shares that: 

(a) offers a price per Subordinate Voting Share in the same form of consideration and at least as high 

as the highest price per share paid pursuant to the take-over bid for the Multiple Voting Shares (on 

an as-converted basis to Subordinate Voting Shares); 

(b) provides that the percentage of outstanding Subordinate Voting Shares to be taken up (exclusive 

of shares owned immediately prior to the offer by the offeror or persons acting jointly or in 

concert with the offeror) is at least as high as the percentage of Multiple Voting Shares to be sold 

(exclusive of Multiple Voting Shares owned immediately prior to the offer by the offeror or 

persons acting jointly or in concert with the offeror); 

(c) as no condition attached other than the right not to take up and pay for Subordinate Voting Shares 

or Multiple Voting Shares tendered if no shares are purchased pursuant to the offer for Multiple 

Voting Shares; and 

(d) is in all other material respects identical to the offer for Multiple Voting Shares. 
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In addition, the Coattail Agreement would not prevent the transfer of Multiple Voting Shares by a holder to certain 

permitted holders, including without limitation, the CSAC Founders and persons controlled by them. The conversion 

of Multiple Voting Shares into Subordinate Voting Shares would not constitute a disposition of Multiple Voting 

Shares for the purposes of the Coattail Agreement. 

Under the Coattail Agreement, any disposition of Multiple Voting shares (including a transfer to a pledgee as 

security) by a holder of Multiple Voting Shares party to the agreement would be conditional upon the transferee or 

pledgee abiding by the terms of the Coattail Agreement. The Coattail Agreement would contain provisions for 

authorizing action by the trustee to enforce the rights under the Coattail Agreement on behalf of the holders of the 

Subordinate Voting Shares. The obligation of the trustee to take such action would be conditional on CSAC or 

holders of the Subordinate Voting Shares providing such funds and indemnity as the trustee may require. No holder 

of Subordinate Voting Shares would have the right, other than through the trustee, to institute any action or 

proceeding or to exercise any other remedy to enforce any rights arising under the Coattail Agreement unless the 

trustee fails to act on a request authorized by holders of not less than 10% of the outstanding Subordinate Voting 

Shares, and reasonable funds and indemnity have been provided to the trustee. CSAC would agree to pay the 

reasonable costs of any action that may be taken in good faith by holders of Subordinate Voting Shares, as the case 

may be, pursuant to the Coattail Agreement.   

The Coattail Agreement would provide that it may not be amended, and no provision thereof may be waived, unless, 

prior to giving effect to such amendment or waiver, the following have been obtained: 

(e) the consent of the applicable securities regulatory authority in Canada; and  

(f) the approval of at least 66-2/3% of the votes cast by holders of Subordinate Voting Shares, 

excluding votes attached to Subordinate Voting Shares, if any, held by the holders of  Multiple 

Voting Shares, their affiliates and any persons who have an agreement to purchase Multiple 

Voting Shares on terms which would constitute a sale or disposition for purposes of the Coattail 

Agreement other than as permitted thereby. 

No provision of the Coattail Agreement would limit the rights of any holders of Subordinate Voting Shares under 

applicable law. 

A detailed description of the Multiple Voting Share / Subordinate Voting Share structure, as well as the terms of the 

Coattail Agreement, will be included in CSAC’s management information circular to be mailed to CSAC 

Shareholders in respect of the CSAC Meeting. 

Compliance Provisions  

In connection with the Transaction, CSAC is proposing an amendment to its notice of articles and articles to, among 

other things, facilitate compliance with applicable regulatory and/or licensing regulations. In particular, CSAC is 

proposing to add certain provisions (the “Compliance Provisions”), including a combination of certain remedies 

such as an automatic suspension of voting and/or dividend rights, a discretionary right to force a share transfer to a 

third party and/or a discretionary redemption right in favour of CSAC, in each case to seek to ensure that CSAC and 

its subsidiaries are able to comply with applicable regulatory and licensing regulations. The purpose of the 

Compliance Provisions is to provide CSAC with a means of protecting itself from having a shareholder, or as 

determined by the Resulting Issuer Board, a group of shareholders acting jointly or in concert, with an ownership 

interest of, whether of record or beneficially (or having the power to exercise control or direction over) (“Owning or 

Controlling”), five percent (5%) or more of the issued and outstanding shares of CSAC, or such other number as is 

determined by the Resulting Issuer Board from time to time, and: (i) who a governmental authority granting licenses 

to, or otherwise governing the operations of, CSAC or its subsidiaries has determined to be unsuitable to own 

Subordinate Voting Shares and/or Multiple Voting Shares, as applicable; (ii) whose ownership of Subordinate 

Voting Shares and/or Multiple Voting Shares, as applicable, may reasonably result in the loss, suspension or 

revocation (or similar action) with respect to any licenses or permits relating to CSAC’s or its subsidiaries’ conduct 

of business (being the conduct of any activities relating to the cultivation, manufacturing and dispensing of cannabis 

and cannabis-derived products in the United States, which include the owning and operating of cannabis licenses) or 

in CSAC being unable to obtain any new licenses or permits in the normal course, all as determined by the Resulting 

Issuer Board; or (iii) who have not been determined by the applicable regulatory authority to be an acceptable 
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person or otherwise have not received the requisite consent of such regulatory authority to own the Subordinate 

Voting Shares and/or Multiple Voting Shares, as applicable, in each case within a reasonable time period acceptable 

to the Resulting Issuer Board or prior to acquiring any Subordinate Voting Shares and/or Multiple Voting Shares, as 

applicable (in each case, an “Unsuitable Person”). The ownership restrictions in CSAC’s notice of articles and 

articles are also subject to an exemption for applicable depositaries and clearing houses as well as underwriters (as 

defined in the Securities Act (Ontario)) in the course of a distribution of securities of CSAC.  

Notwithstanding the foregoing, the Compliance Provisions will provide that any shareholder (or group of 

shareholders acting jointly or in concert) proposing to Own or Control five percent (5%) or more of the issued and 

outstanding shares of CSAC (or such other number as is determined by the Resulting Issuer Board from time to 

time) will be required to provide not less than 30 days’ advance written notice to CSAC by mail sent to CSAC’s 

registered office to the attention of the Corporate Secretary and to obtain all necessary regulatory approvals. Upon 

any such shareholder(s) Owning or Controlling five percent (5%) or more of the issued and outstanding shares of 

CSAC (or such other number as is determined by the Resulting Issuer Board from time to time), and having not 

received the requisite approval of any applicable regulatory authority to own the Subordinate Voting Shares and/or 

Multiple Voting Shares, as applicable, the Compliance Provisions will provide: (i) that such shareholder(s) may, in 

the discretion of the Resulting Issuer Board, be prohibited from exercising any voting rights and/or receiving any 

dividends from CSAC, unless and until all requisite regulatory approvals are obtained; and (ii) CSAC with a right, 

but not the obligation, at its option, upon notice to the Unsuitable Person, to: (A) redeem any or all Subordinate 

Voting Shares and/or Multiple Voting Shares, as applicable, directly or indirectly held by an Unsuitable Person; 

and/or (B) forcibly transfer any or all Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, 

directly or indirectly held directly or indirectly by an Unsuitable Person to a third party. Such rights are required in 

order for CSAC to comply with regulations in various jurisdictions where CSAC or its subsidiaries conduct business 

or are expected to conduct business.  

Upon receipt by the holder of a notice to redeem or to transfer any or all of its Subordinate Voting Shares and/or 

Multiple Voting Shares, the holder will be entitled to receive, as consideration therefor, no less than 95% of the 

lesser of: (i) the closing price of the Subordinate Voting Shares on the NEO Exchange (or the then principal 

exchange on which CSAC’s securities are quoted for trading) on the trading day immediately prior to the closing of 

the redemption or transfer (or the average of the last bid and last asking prices if there was no trading on the 

specified date); and (ii) the five-day volume weighted average price of the Subordinate Voting Shares on the NEO 

Exchange (or the then principal exchange on which CSAC’s securities are quoted for trading) for the five trading 

days immediately prior to the closing of the redemption or transfer (or the average of the last bid and last asking 

prices if there was no trading on the specified dates).  

Further, a holder of the Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, will be prohibited 

from acquiring five percent (5%) or more of the issued and outstanding shares of CSAC, directly or indirectly, in 

one or more transactions, without providing 30 days’ advance written notice to CSAC by mail sent to CSAC’s 

registered office to the attention of the Corporate Secretary. The foregoing restriction will not apply to the 

ownership, acquisition or disposition of Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, as 

a result of: (i) transfer of Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, occurring by 

operation of law including, inter alia, the transfer of Subordinate Voting Shares and/or Multiple Voting Shares, as 

applicable, to a trustee in bankruptcy, (ii) an acquisition or proposed acquisition by one or more underwriters who 

hold Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, for the purposes of distribution to the 

public or for the benefit of a third party provided that such third party is in compliance with the foregoing restriction, 

or (iii) conversion, exchange or exercise of securities issued by CSAC or a subsidiary into or for Subordinate Voting 

Shares and/or Multiple Voting Shares, as applicable, in accordance with their respective terms. If the Resulting 

Issuer Board reasonably believes that any such holder of the Subordinate Voting Shares may have failed to comply 

with the foregoing restrictions, CSAC may apply to the Supreme Court of British Columbia, or any other court of 

competent jurisdiction, for an order directing that such shareholder disclose the number of Subordinate Voting 

Shares and/or Multiple Voting Shares, as applicable, directly or indirectly held. 

Notwithstanding the adoption of the proposed Compliance Provisions, CSAC may not be able to exercise such rights 

in full or at all, including its redemption rights. Under the BCBCA, a corporation may not make any payment to 

redeem shares if there are reasonable grounds for believing that the company is unable to pay its liabilities as they 

become due in the ordinary course of its business or if making the payment of the redemption price or providing the 
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consideration would cause the company to be unable to pay its liabilities as they become due in the ordinary course 

of its business. Furthermore, CSAC may become subject to contractual restrictions on its ability to redeem its 

Subordinate Voting Shares and/or Multiple Voting Shares, as applicable, by, for example, entering into a secured 

credit facility subject to such restrictions. In the event that restrictions prohibit CSAC from exercising its redemption 

rights in part or in full, CSAC will not be able to exercise its redemption rights absent a waiver of such restrictions, 

which CSAC may not be able to obtain on acceptable terms or at all. 

Advance Notice Requirements for Director Nominations 

CSAC’s articles will contain an advance notice provision pertaining to the Resulting Issuer Shareholders (who meet 

the necessary qualifications outlined in the articles) seeking to nominate candidates for election as directors (a 

“Nominating Shareholder”) at any annual meeting of the Resulting Issuer Shareholders, or for any special meeting 

of Resulting Issuer Shareholders if one of the purposes for which the special meeting was called was the election of 

directors (the “Advance Notice Provisions”). The following description is a summary only and is qualified in its 

entirety by the full text of the applicable provisions of CSAC articles which will be made available on CSAC’s 

SEDAR profile at www.sedar.com.  

In addition to any other applicable requirements, for a nomination to be made by a Nominating Shareholder, the 

Nominating Shareholder must have given timely notice thereof in proper written form to the Corporate Secretary of 

CSAC. To be timely, a Nominating Shareholder’s notice to the Corporate Secretary must be made: (i) in the case of 

an annual meeting of shareholders (including an annual and special meeting), not less than 30 days’ prior to the date 

of the annual meeting of Resulting Issuer Shareholders; provided, however, that in the event that the annual meeting 

of shareholders is to be held on a date that is less than 50 days after the date (the “Notice Date”) on which the first 

public announcement of the date of the annual meeting was made, notice by the Nominating Shareholder may be 

made not later than the close of business on the 10th day following the Notice Date; and (ii) in the case of a special 

meeting of shareholders (which is not also an annual meeting) called for the purpose of electing directors (whether 

or not called for other purposes as well), not later than the close of business on the 15th day following the day on 

which the first public announcement of the date of the special meeting of shareholders was made. CSAC’s articles 

also prescribe the proper written form for a Nominating Shareholder’s notice. 

The chairperson of the meeting shall have the power and duty to determine whether a nomination was made in 

accordance with the notice procedures set forth in the articles and, if any proposed nomination is not in compliance 

with such provisions, the discretion to declare that such defective nomination will be disregarded. 

Notwithstanding the foregoing, the directors of the Resulting Issuer Board may, in their sole discretion, waive any 

requirement in the Advance Notice Provisions.  

EQUITY INCENTIVE PLAN DESCRIPTION 

Summary of Equity Incentive Plan  

CSAC will implement the Equity Incentive Plan, the principal terms of which are described below. 

Purpose 

The purpose of the Equity Incentive Plan will be to enable CSAC and its affiliated companies to: (i) attract and 

retain employees, officers, consultants, advisors and non-employee directors capable of assuring the future success 

of CSAC, (ii) offer such persons incentives to put forth maximum efforts, (iii) compensate such persons through 

various stock-based arrangements and provide them with opportunities for stock ownership, thereby aligning the 

interests of such persons and the Resulting Issuer Shareholders. 

The Equity Incentive Plan permits the grant of (i) nonqualified stock options (“NQSOs”) and incentive stock 

options (“ISOs”) (collectively, “Options”), (ii) restricted stock units (“RSUs”), (iii) performance compensation 

awards, and (iv) unrestricted stock bonuses or purchases, which are referred to herein collectively as “Awards”, all 

as more fully described below.  

file:///C:/Users/carmonaa/AppData/Roaming/OpenText/DM/Temp/www.sedar.com
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The Resulting Issuer Board shall have the power to manage the Equity Incentive Plan and may delegate such power 

at its discretion to any committee of the Resulting Issuer Board, including the C&GC Committee. 

Eligibility 

Any non-employee director of CSAC or any employee, officer, director, consultant, independent contractor or 

advisor providing services to CSAC or any Affiliate, or any such person to whom an offer of employment or 

engagement with CSAC or any Affiliate is extended, are eligible to participate in the Equity Incentive Plan if 

selected by the Resulting Issuer Board (the “Participants”). The basis of participation of an individual under the 

Equity Incentive Plan, and the type and amount of any Award that an individual will be entitled to receive under the 

Equity Incentive Plan, will be determined by the Resulting Issuer Board based on its judgment as to the best 

interests of CSAC and its shareholders, and therefore cannot be determined in advance. 

The maximum number of Subordinate Voting Shares that may be issued under the Equity Incentive Plan shall be 

fixed by the Resulting Issuer Board to be 12% of the Subordinate Voting Shares outstanding, on a Diluted Basis 

(excluding grants made pursuant to the Equity Incentive Plan and any grants of restricted Exchangeable Shares 

made under any equity plan of CSAC AcquisitionCo, as described below), from time to time, subject to adjustment 

in the Equity Incentive Plan. 10% of such Subordinate Voting Shares, subject to adjustment in accordance with the 

Equity Incentive Plan, shall be available for time-based vested Awards. In addition to the foregoing, 2% of such 

Subordinate Voting Shares, subject to adjustment in the Equity Incentive Plan, shall be available for performance-

based Awards (with the performance target being set as the market capitalization of the Subordinate Voting Shares 

outstanding, on a Diluted Basis (excluding grants made pursuant to the Equity Incentive Plan and any grants of 

restricted Exchangeable Shares made under any equity plan of CSAC AcquisitionCo), having reached or exceeded 

C$1.0 billion for 20 out of 30 consecutive trading days in order for vesting of such Awards to occur). 

Notwithstanding the foregoing, a maximum of 5,100,000 Subordinate Voting Shares may be issued as ISOs, subject 

to adjustment in the Equity Incentive Plan.   

The maximum number of Subordinate Voting Shares that may be issued under the Equity Incentive Plan to any one 

Related Person, or the number of securities that may be issuable on exercise of the Options granted to any one 

Related Person, as compensation within any one-year period, excluding performance-based Awards (with the 

performance target being set as the market capitalization of the Subordinate Voting Shares outstanding), shall not 

exceed 5.0% of the outstanding Subordinate Voting Shares, on a Diluted Basis (excluding grants made under the 

Equity Incentive Plan and any equity plan of CSAC AcquisitionCo), at the time of grant, subject to adjustment in the 

Equity Incentive Plan. The maximum number of Subordinate Voting Shares that may be issued under the Equity 

Incentive Plan to CSAC’s non-executive directors, as a whole, or the number of securities that may be issuable on 

exercise of the Awards granted to CSAC’s non-executive directors, as a whole, as compensation within any one-

year period, shall not exceed 1.0% of the outstanding Subordinate Voting Shares, on a Diluted Basis (excluding 

grants made under the Equity Incentive Plan and any equity plan of CSAC AcquisitionCo), at the time of grant, 

subject to adjustment in the Equity Incentive Plan. The Resulting Issuer Board will not grant Options to any one 

non-executive director in which the aggregate fair market value (determined as of the time the Options are granted) 

of such Options during any calendar year (under the Equity Incentive Plan and all other plans of CSAC and its 

Affiliates) shall exceed $100,000, or will not grant Awards in which the aggregate fair market value (determined as 

of the time the Awards are granted) of the Subordinate Voting Shares in respect to which the Awards are exercisable 

by such non-executive director during any calendar year (under the Equity Incentive Plan and all other plans of 

CSAC and its Affiliates) shall exceed C$150,000.  

Any shares subject to an Award under the Equity Incentive Plan that are not purchased or are forfeited, cancelled, 

expire unexercised, are settled in cash, or are used or withheld to satisfy tax withholding obligations of a Participant 

shall again be available for Awards under the Equity Incentive Plan. Financial assistance or support agreements may 

be provided by CSAC or any related entity to Participants in connection with grants under the Equity Incentive Plan, 

including full, partial or non-recourse loans if approved by the Resulting Issuer Board (with interested persons 

abstaining, if applicable). 

In the event of any dividend (other than a regular cash dividend) or other distribution (whether in the form of cash, 

Shares, other securities or other property), recapitalization, forward stock split, reverse stock split, reorganization, 

plan of arrangement, merger, amalgamation, consolidation, split-up, spin-off, combination, repurchase or exchange 

of Subordinate Voting Shares or other securities of CSAC, issuance of warrants or other rights to acquire 
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Subordinate Voting Shares or other securities of CSAC, or other similar corporate transaction or event which affects 

the Subordinate Voting Shares or unusual or nonrecurring events affecting CSAC or the financial statements of 

CSAC, or changes in applicable rules, rulings, regulations or other requirements of any governmental body or 

securities exchange or inter-dealer quotation system, accounting principles or law, the Resulting Issuer Board may, 

subject to any required regulatory or NEO Exchange approvals, make such adjustment which it deems appropriate in 

its discretion in order to prevent dilution or enlargement of the rights of Participants under the Equity Incentive Plan, 

to (i) the number and kind of Subordinate Voting Shares (or other securities or other property) that may thereafter be 

issued in connection with Awards, (ii) the number and kind of Subordinate Voting Shares (or other securities or 

other property) subject to outstanding Awards, (iii) the purchase price or exercise price relating to any Award or, if 

deemed appropriate, make provision for a cash payment with respect to any outstanding Award, and/or (iv) any 

share limit set forth in the Equity Incentive Plan. 

CSAC AcquisitionCo may establish an equity plan through which awards of restricted Exchangeable Shares may be 

granted to service providers to CSAC AcquisitionCo and their Affiliates. To the extent any awards of restricted 

Exchangeable Shares are granted by CSAC AcquisitionCo, the number of restricted Exchangeable Shares granted by 

CSAC AcquisitionCo will reduce the number of Subordinate Voting Shares that may be awarded under the Equity 

Incentive Plan on a one-for-one basis. If any restricted Exchangeable Shares awarded under a CSAC AcquisitionCo 

equity plan are forfeited, cancelled, or are used or withheld to satisfy tax withholding obligations of an award 

recipient, any such Exchangeable Shares that are forfeited, cancelled, used or withheld will not be treated as 

reducing the number of Subordinate Voting Shares that are available for Awards under the Equity Incentive Plan.  

Awards 

Options 

The Resulting Issuer Board is authorized to grant Options to purchase Subordinate Voting Shares that are either 

ISOs (meaning they are intended to satisfy the requirements of Section 422 of the Code), or NQSOs (meaning they 

are not intended to satisfy the requirements of Section 422 of the Code). Options granted under the Equity Incentive 

Plan will be subject to the terms and conditions established by the Resulting Issuer Board. Options granted under the 

Equity Incentive Plan will be subject to such terms, including the exercise price and the conditions and timing of 

exercise, as may be determined by the Resulting Issuer Board and specified in the applicable award agreement. The 

maximum term of an Option granted under the Equity Incentive Plan will be ten years from the date of grant (or five 

years in the case of an ISO granted to a 10% shareholder). Payment in respect of the exercise of an Option may be 

made in cash or by check, by surrender of unrestricted shares (at their fair market value on the date of exercise) or 

by such other method as the Resulting Issuer Board may determine to be appropriate. 

RSUs 

RSUs are granted in reference to a specified number of Subordinate Voting Shares and entitle the holder to receive, 

on achievement of specific performance goals established by the Resulting Issuer Board or after a period of 

continued service with CSAC or its affiliates or any combination of the above as set forth in the applicable award 

agreement, one Subordinate Voting Share for each such Subordinate Voting Share covered by the RSU; provided, 

that the Resulting Issuer Board may elect to pay cash, or part cash and part Subordinate Voting Shares in lieu of 

delivering only Subordinate Voting Shares. The Resulting Issuer Board may, in its discretion, accelerate the vesting 

of RSUs. Unless otherwise provided in the applicable award agreement or as may be determined by the Resulting 

Issuer Board upon a Participant’s termination of employment or service with CSAC, the unvested portion of the 

RSUs will be forfeited and re-acquired by CSAC for cancellation at no cost. 

Unrestricted Stock Bonuses or Purchases 

The Resulting Issuer Board is authorized to grant unrestricted Subordinate Voting Shares as consideration for 

services rendered to CSAC or an Affiliate in the prior calendar year, or may offer a Participant the opportunity to 

purchase unrestricted Subordinate Voting Shares for cash consideration equal to the fair market value of the 

unrestricted Subordinate Voting Shares. 

Dividend Equivalents 
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The Resulting Issuer Board is authorized to grant dividend equivalents, under which the holder shall be entitled to 

receive payments (in cash, Subordinate Voting Shares, other securities or other property, as determined by the 

Resulting Issuer Board) equivalent to the amount of cash dividends paid by CSAC to holders of Subordinate Voting 

Shares with respect to a number of Subordinate Voting Shares determined by the Resulting Issuer Board. Subject to 

the terms of the Equity Incentive Plan and any applicable award agreement, such dividend equivalents may have 

such terms and conditions as the Resulting Issuer Board shall determine. Notwithstanding the foregoing, (i) the 

Resulting Issuer Board may not grant dividend equivalents to Participants in connection with grants of Options or 

other Awards, the value of which is based solely on an increase in the value of the Subordinate Voting Shares after 

the date of grant of such Award, and (ii) dividend and dividend equivalent amounts may be accrued but shall not be 

paid unless and until the date on which all conditions or restrictions relating to such Award have been satisfied, 

waived or lapsed. 

Restricted Exchangeable Shares  

If, during the term of the Equity Incentive Plan, CSAC AcquisitionCo establishes a compensatory plan or 

arrangement through which they may grant awards of restricted Exchangeable Shares to Participants, any restricted 

Exchangeable Shares awarded under such plan(s) will reduce the number of Subordinate Voting Shares that may be 

awarded under the Equity Incentive Plan on a one-for-one basis. If any restricted Exchangeable Shares awarded 

under the plans of CSAC AcquisitionCo are forfeited, cancelled, or are used or withheld to satisfy tax withholding 

obligations of an award recipient thereunder, any such restricted Exchangeable Shares that are forfeited, cancelled, 

used or withheld will thereafter not be treated as reducing the number of Subordinate Voting Shares that are 

available for Awards under the Equity Incentive Plan. 

General 

The maximum term of the Awards to be granted under the Equity Incentive Plan will be 10 years. The Equity 

Incentive Plan will be presented to the CSAC Shareholders at the CSAC Meeting for their approval.  

The Resulting Issuer Board may impose restrictions on the vesting, exercise or payment of an Award as it 

determines appropriate. Generally, no Awards (other than fully vested and unrestricted Subordinate Voting Shares 

issued pursuant to any Award) granted under the Equity Incentive Plan shall be transferable except by will or by the 

laws of descent and distribution. No Participant shall have any rights as a shareholder with respect to Subordinate 

Voting Shares covered by Options or RSUs, unless and until such Awards are settled in Subordinate Voting Shares. 

No Option shall be exercisable, no Subordinate Voting Shares shall be issued, no certificates, registration statements 

or electronic positions for Subordinate Voting Shares shall be delivered and no payment shall be made under the 

Equity Incentive Plan except in compliance with all applicable laws and NEO Exchange and any other regulatory 

requirements. 

The Resulting Issuer Board may amend, alter, suspend, discontinue or terminate the Equity Incentive Plan and the 

Resulting Issuer Board may amend any outstanding Award at any time; provided that (i) such amendment, 

alteration, suspension, discontinuation, or termination shall be subject to the approval of the Resulting Issuer 

Shareholders if such approval is necessary to comply with any tax, regulatory or NEO Exchange requirement 

applicable to the Equity Incentive Plan (including, without limitation, as necessary to comply with the NEO 

Exchange Policies or any rules or requirements of any applicable securities exchange), and (ii) subject to the next 

following paragraph, no such amendment or termination may adversely alter or impair the Awards then outstanding 

without the Award holder’s permission. The Resulting Issuer Board may, without prior approval of the Resulting 

Issuer Shareholders, correct any defect, supply any omission or reconcile any inconsistency in the Equity Incentive 

Plan or in any Award or award agreement in the manner and to the extent it shall deem desirable to implement or 

maintain the effectiveness of the Equity Incentive Plan. The Equity Incentive Plan also provides for the issuance of 

Subordinate Voting Shares in lieu of bonuses. 

In the event of any reorganization, merger, amalgamation, consolidation, split-up, spin-off, combination, plan of 

arrangement, take-over bid or tender offer, repurchase or exchange of Subordinate Voting Shares or other securities 

of CSAC or any other similar corporate transaction or event involving the change of control of CSAC (or if CSAC 

shall enter into a written agreement to undergo such a transaction or event), the Resulting Issuer Board may, in its 

sole discretion, take such measures or make such adjustments in regards to any securities granted pursuant to the 
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Equity Incentive Plan, as it deems appropriate, as further described in the Equity Incentive Plan. Notwithstanding 

the foregoing, upon a corporate transaction or event involving the change of control of CSAC, all securities granted 

pursuant to the Equity Incentive Plan shall immediately vest. 

Awards granted to U.S. persons under the Equity Incentive Plan will not be registered under the U.S. Securities Act 

of 1933, as amended, and will be issued under an exemption from registration therefrom. Such securities may be 

subject to transfer restrictions and a holding period imposed by applicable U.S. securities laws. 

Tax Withholding 

CSAC may take such action as it deems appropriate to ensure that all applicable federal, State, provincial, local 

and/or foreign payroll, withholding, income or other taxes, which are the sole and absolute responsibility of a 

Participant, are withheld or collected from such Participant. 

OPTIONS TO PURCHASE SECURITIES 

Options 

The aggregate number of Options and RSUs that are expected to be outstanding upon completion of the Transaction, 

as well as their corresponding vesting terms and exercise prices, as applicable, currently remain to be determined. 

For a description of the Options and RSUs, see “Equity Incentive Plan Description – Summary of Equity Incentive 

Plan”. 

CSAC Warrants 

16,359,058 CSAC Warrants are outstanding as of the date of this prospectus, which were issued as part of the 2017 

initial public offering of CSAC. Each CSAC Warrant shall represent share purchase warrants to acquire CSAC Class 

A Restricted Voting Shares following 65 days after the Effective Date (which, at such time, will represent 

Subordinate Voting Shares), at an exercise price of C$11.50 per share.     

The 16,359,058 CSAC Warrants are governed by the terms of the Warrant Agreement. See “Corporate Structure – 

Definitive Agreements – Warrant Agreement” for a description of the terms. 

Once the CSAC Warrants become exercisable, pursuant to the terms of the Warrant Agreement, CSAC may 

accelerate the expiry date of the outstanding CSAC Warrants (excluding the CSAC Founders’ Warrants but only to 

the extent still held by Mercer at the date of public announcement of such acceleration and not transferred prior to 

the accelerated expiry date, due to the anticipated knowledge by Mercer of material undisclosed information which 

could limit their flexibility) by providing 30 days’ notice if, and only if, the closing share price of the CSAC Class B 

Shares equals (which will be designated as Subordinate Voting Shares) or exceeds C$18.00 per share (as adjusted 

for stock splits or combinations, stock dividends, Extraordinary Dividends, reorganizations and recapitalizations and 

the like) for any 20 trading days within a 30-trading day period, in which case the expiry date shall be the date which 

is 30 days following the date on which such notice is provided. In the event that the foregoing conditions are 

satisfied upon or following completion of the Transaction, it is expected that CSAC will accelerate the expiry date of 

the CSAC Warrants by providing such notice. 

CSAC Rights 

13,737,188 CSAC Rights are outstanding as of the date of this prospectus, which were issued as part of the 2017 

initial public offering of CSAC, are governed by the terms of the Rights Agreement. The CSAC Rights entitle the 

holders to receive, for no additional consideration, commencing upon the closing of the Transaction, one-tenth 

(1/10) of one CSAC Class A Restricted Voting Share following the closing of the Transaction (which, at such time, 

will represent one-tenth (1/10) of a Subordinate Voting Share), subject to adjustment under the terms of the Rights 

Agreement. In order to effect such a conversion, the holder of any CSAC Rights must surrender to the Rights Agent 

the certificates or electronic positions representing the CSAC Rights held by the holder, together with a duly 

completed conversion form in form and manner satisfactory to the CSAC Rights Agent pursuant to the terms of the 

Rights Agreement. Any CSAC Right that has not been converted within two (2) years after the completion of 
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CSAC’s qualifying transaction shall be null and void. See “Corporate Structure – Definitive Agreements – Rights 

Agreement” for a description of the terms. 

SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON TRANSFER 

The following sets out, based on the number of issued and outstanding Subordinate Voting Shares expected to be 

outstanding upon completion of the Transaction, the anticipated number of securities of CSAC that will be subject to 

a contractual restriction on transfer upon the completion of the Transaction. To the knowledge of CSAC and the 

Target Businesses, no other securities of CSAC will be held in escrow or will be subject to contractual restrictions 

on transfer.  

Designation of Class 

Number of Securities Subject to  

Contractual Restriction Percentage of Class 

CSAC 

Class B Shares
(1)

 
3,434,297 92.91% 

Exchangeable Shares
(2)

 7,555,616 99.2% 

Notes: 

(1) See “CSAC Founders’ Shares” below for a summary of the contractual restrictions on transfer. Assumes full exercise of the Exchange 

Right by each of the CSAC Founders. 

(2) See “Corporate Structure – Exchangeable Shares and Exchange Rights Agreements – Lock-up and Transfer Restrictions Applicable to 

the Exchangeable Shareholders”. 

 

CSAC Founders’ Shares 

On the closing of CSAC’s initial public offering, the CSAC Founders entered into the Forfeiture and Transfer 

Restrictions Agreement and Undertaking pursuant to which each CSAC Founder agreed to certain forfeiture and 

transfer restrictions in respect of their: (i) aggregate 3,434,297 CSAC Founders’ Shares (which were acquired for 

nominal consideration); (ii) 2,884,053 CSAC Warrants (which were acquired for C$1.00 per CSAC Warrant); and 

(iii) 262,188 CSAC Class B Units (which were acquired for $10.00 per CSAC Class B Unit). The restrictions 

applicable to the CSAC Founders’ Shares will continue to apply to the applicable Subordinate Voting Shares to be 

received in exchange therefor. 

Pursuant to the Forfeiture and Transfer Restrictions Agreement and Undertaking, the CSAC Founders agreed not to 

transfer any of their CSAC Founders’ Shares, or any securities of CSAC received in exchange therefore, until the 

earliest of: (i) one year following completion of the Transaction; and (ii) the date on which the closing price of the 

applicable Subordinate Voting Shares equals or exceeds C$12.00 per share (as adjusted for share splits, share 

capitalizations, reorganizations, Extraordinary Dividends, recapitalizations and the like) for any 20 trading days 

within any 30-trading day period at any time following the closing of the Transaction; in each case, subject to 

applicable securities laws and NEO Exchange rules. The forfeiture and transfer restrictions set out in the Transfer 

Restrictions Agreement and Undertaking only apply to CSAC Founders’ Shares and will continue to apply to the 

applicable Subordinate Voting Shares to be received in exchange therefore. 

As well, pursuant to the Forfeiture and Transfer Restrictions Agreement and Undertaking, 25% of the CSAC 

Founders’ applicable Subordinate Voting Shares will be subject to forfeiture on the fifth anniversary of the 

Transaction unless the value of the applicable Subordinate Voting Shares exceeds C$13.00 (as adjusted for stock 

splits or combinations, stock dividends, Extraordinary Dividends, reorganizations and recapitalizations) for any 20 

trading days within a 30-day trading period at any time following the closing of the Transaction. See also “Principal 

Shareholders” below.  

Exchangeable Shares 

See “Corporate Structure – Exchangeable Shares and Exchange Rights Agreements – Lock-up and Transfer 

Restrictions Applicable to the Exchangeable Shareholders”. 
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PRIOR SALES 

The following table sets forth the details regarding all issuances of shares, including issuances of all securities 

convertible or exchangeable into shares, during the 12 month period before the date of this Prospectus. 

Date(s) Type of Security Issued 

Issuance/Exercise Price 

per Security 

Number of Securities 

Issued 

September 25, 2017; 

December 14, 2017; 

December 21, 2017; 

January 19, 2017 .................................  CSAC Class B Shares 

C$10.00 

C$0.0068 3,696,486 

December 21, 2017; 

January 19, 2018 .................................  

CSAC Class A Restricted 

Voting Units C$10.00 13,475,000(2)(3) 

December 21, 2017;  

January 19, 2018 .................................  CSAC Class B Units C$10.00 262,188(4)(5) 

December 21, 2017;  

January 19, 2018 .................................  CSAC Warrants 

C$1.00 / C$11.50 

C$1.00  / C$11.50 16,359,058(6) 

December 21, 2017;  

January 19, 2018 .................................  CSAC Rights N/A 13,737,188(7) 

Notes: 

(1) Includes the 1 CSAC Class B Share issued for C$10.00 on September 25, 2017 in connection with CSAC’s incorporation and initial 

organization, the forfeiture of 227,812 CSAC Class B Shares pursuant to the partial exercise of the over-allotment option in 
connection with CSAC’s initial public offering, as well as the issuance of the CSAC Class B Shares underlying the CSAC Class B 

Units. 

(2) Includes the additional 975,000 CSAC Class A Restricted Voting Units issued pursuant to the partial exercise of the over-allotment 
option in connection with CSAC’s initial public offering. 

(3) The CSAC Class A Restricted Voting Units, comprising of CSAC Class A Restricted Voting Shares, CSAC Warrants and CSAC 

Rights, began trading separately following the close of business on January 30, 2018. 

(4) Includes the additional 12,188 CSAC Class B Units issued pursuant to the partial exercise of the over-allotment option in connection 

with CSAC’s initial public offering. 

(5) The CSAC Class B Units, comprising of CSAC Class B Shares, CSAC Warrants and CSAC Rights, split into their underlying 
securities following the close of business on January 30, 2018. 

(6) Includes (i) the 13,475,000 CSAC Warrants underlying the CSAC Class A Restricted Voting Shares that were issued in connection 

with CSAC’s initial public offering and the partial exercise of the over-allotment option in connection therewith, (ii) the 262,188 
CSAC Warrants underlying the CSAC Class B Restricted Voting Units that were issued in connection with CSAC’s initial public 

offering and the partial exercise of the over-allotment option in connection therewith, and (iii) the 2,621,870 CSAC Founders’ 

Warrants issued to Mercer in connection with CSAC’s initial public offering and the partial exercise of the over-allotment option in 
connection therewith. 

(7) Includes (i) the 13,475,000 CSAC Rights underlying the CSAC Class A Restricted Voting Units that were issued in connection with 

CSAC’s initial public offering and the partial exercise of the over-allotment option in connection therewith, and (ii) the 262,188 
CSAC Rights underlying the CSAC Class B Restricted Voting Units that were issued in connection with CSAC’s initial public 

offering and the partial exercise of the over-allotment option in connection therewith. 

 

The CSAC Class A Restricted Voting Shares are listed on the NEO Exchange and trade under the symbol “CSA.A”. 

The following table sets forth, for the periods indicated, the reported high and low prices and the aggregate volume 

of trading of the Class A Restricted Voting Shares on the NEO Exchange: 
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Period 
  

High ($)  
  

Low ($) 
  

Volume  
  

February 1 – 14, 2019 .......................................................................................................  C$17.12  C$15.25 546,600 

January 2019 .....................................................................................................................  C$16.27  C$14.09 676,510 

December 2018 .................................................................................................................  C$17.69  C$11.96 1,827,424 

November 2018 ................................................................................................................  C$19.98  C$16.25  2,045,242 

October 2018 ....................................................................................................................  C$19.99  C$11.10  5,211,232 

September 2018 ................................................................................................................  C$11.95  C$9.85  5,370,445 

August 2018 ......................................................................................................................  C$10.50  C$9.85  1,297,954 

July 2018 ..........................................................................................................................  C$10.05  C$9.85  1,477,691 

June 2018 ..........................................................................................................................  C$9.95  C$9.75  3,325,380 

May 2018 ..........................................................................................................................  C$9.90  C$9.70  275,244 

April 2018 .........................................................................................................................  C$9.95  C$9.65  609,945 

March 2018 .......................................................................................................................  C$9.75  C$9.51  71,875 

February 2018 ...................................................................................................................  C$9.70  C$9.40  390,395 

 

The CSAC Warrants are listed on the NEO Exchange and trade under the symbol “CSA.WT”. The following table 

sets forth, for the periods indicated, the reported high and low prices and the aggregate volume of trading of the 

CSAC Warrants on the NEO Exchange: 

Period 
  

High ($)  
  

Low ($) 
  

Volume  
  

February 1 – 14, 2019 .......................................................................................................  C$5.89  C$4.65 172,550 

January 2019 .....................................................................................................................  C$5.00  C$3.25 833,260 

December 2018 .................................................................................................................  C$5.35  C$2.49 469,655 

October 2018 ....................................................................................................................  C$6.90  C$2.00  4,509,565 

September 2018 ................................................................................................................  C$2.20  C$1.20  2,466,231 

August 2018 ......................................................................................................................  C$1.50  C$1.15  1,018,016 

July 2018 ..........................................................................................................................  C$1.40  C$0.90  1,341,331 

June 2018 ..........................................................................................................................  C$0.85  C$0.70  301,511 

May 2018 ..........................................................................................................................  C$0.81  C$0.65  602,915 

April 2018 .........................................................................................................................  C$0.75  C$0.60  57,330 

March 2018 .......................................................................................................................  C$0.75  C$0.50  26,000 

February 2018 ...................................................................................................................  C$0.75  C$0.50  3,221,700 

 

The CSAC Rights are listed on the NEO Exchange and trade under the symbol “CSA.RT”. The following table sets 

forth, for the periods indicated, the reported high and low prices and the aggregate volume of trading of the CSAC 

Rights on the NEO Exchange:  

Period 
  

High ($)  
  

Low ($) 
  

Volume  
  

February 1 – 14, 2019 .......................................................................................................  C$1.74  C$1.45 1,413,652 

January 2019 .....................................................................................................................  C$1.65  C$1.23 7,398,908 

December 2018 .................................................................................................................  C$1.60  C$1.16 75,962 

November 2018 ................................................................................................................  C$1.88  C$1.51  31,641 

October 2018 ....................................................................................................................  C$1.80  C$0.50  1,659,299 

September 2018 ................................................................................................................  C$1.10  C$0.95  655,604 

August 2018 ......................................................................................................................  C$0.90  C$0.75  1,135,300 

July 2018 ..........................................................................................................................  C$0.80  C$0.70  657,640 

June 2018 ..........................................................................................................................  C$0.60  C$0.50  91,000 

May 2018 ..........................................................................................................................  C$0.60  C$0.40  203,540 

April 2018 .........................................................................................................................  C$0.65  C$0.53  13,050 

March 2018 .......................................................................................................................  C$0.53  C$0.40  2,000 
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Period 
  

High ($)  
  

Low ($) 
  

Volume  
  

February 2018 ......................................................................................................... livfree  C$0.40  C$0.35  3,044,400 

 

PRINCIPAL SHAREHOLDERS 

The following table discloses, based on the number of issued and outstanding Subordinate Voting Shares and 

Multiple Voting Shares expected to be outstanding upon completion of the Transaction, the names of the persons or 

companies who, upon completion of the Transaction and assuming that no CSAC Shareholders elect to redeem their 

CSAC Class A Restricted Voting Shares, will, to CSAC and the Target Businesses’ knowledge, beneficially own or 

control, directly or indirectly, more than 10% of the combined voting rights attached to the Subordinate Voting 

Shares and Multiple Voting Shares.  

Name Number of Shares 

Type of 

Ownership Percentage  Total Voting Power 

Mercer Park CB, 

L.P. 
3,677,625 Multiple Voting 

Shares(1)(2) 
Registered 86.83%(3) 86.83%(3) 

Notes: 

(1) A portion of Mercer’s holdings are subject to forfeiture as further described below in “Securities Subject to Contractual Restriction on 

Transfer – CSAC Founders’ Shares”. 

(2) Excludes the Subordinate Voting Shares issuable upon (i) exercise of the CSAC Warrants, which are exercisable commencing 65 days 

after the completion of the Transaction, and (ii) the conversion of the CSAC Rights, which are convertible upon the completion of the 

Transaction. See “Corporate Structure – Warrant Agreement” and “Corporate Structure – Rights Agreement”. 

(3) Mercer Park CB, L.P. is expected to beneficially own or control, directly or indirectly, approximately 86.83% of the combined voting 

rights attached to the Multiple Voting Shares and Subordinate Voting Shares (and approximately 72.28% on a Diluted Basis), 

assuming all of the CSAC Founders exercise their one-time conversion right of their existing CSAC Class B Shares on a one-for-one 
basis into Multiple Voting Shares and assuming the Warrants are not determined to be “out of the money” by the Resulting Issuer 

Board). 

 

DIRECTORS AND EXECUTIVE OFFICERS 

The names, municipality of residence and positions with CSAC of the persons who are expected to serve as directors 

and executive officers of CSAC after giving effect to the Transaction are set out below. Each of the proposed 

members of the Resulting Issuer Board will be formally appointed to the Resulting Issuer Board at or following the 

closing of the Transaction. 

Directors 

Name and Province/State and Country of 

Residence(1) 

Present Principal Occupation 

Jonathan Sandelman(2) 

New York, NY 
Chief Executive Officer, Mercer Park, L.P. 

Mark Smith  

Edwards, CO 
Chief Executive Officer, Green Cross Colorado 

Kamaldeep Thindal(3) 

Langley, BC 
Managing Partner, Core Capital Partners Inc. 

Charles Miles(3)(4) 

Brooklyn, NY 
Consultant, Recapture Partners 

Louis F. Karger 

Needham, MA 

Founder and Manager, Panther Properties Management LLC, Panther 

Residential Management LLC 

Mark Pitchford  

Verdi, NV 
Owner and Chief Executive Officer, KYND Cannabis Company 

Steve Menzies Manager, Focus Plumbing LLC, Focus Electric LLC, Focus Concrete 
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Las Vegas, NV LLC and Focus Framing Door & Trim LLC 

Chris R. Burggraeve(3) 

New York, NY 
Chief Executive Officer, Vicomte LLC 

Notes: 

(1) CSAC expects to appoint at least one other individual to the Resulting Issuer Board. 

(2) On January 9, 2019, Jonathan Sandelman purchased an additional 10,000 Warrants on the open market. 

(3) Proposed member of the Audit Committee. 

(4) On December 13, 2018, Charles Miles purchased an additional 9,000 Class A Restricted Voting Shares on the open market. 

 

As the proposed directors CSAC set forth above, other than Jonathan Sandelman, Mark Smith, Kamaldeep Thindal 

and Charles Miles, who are currently directors of CSAC, are not current directors of CSAC and will not become 

directors of CSAC until the completion of the Transaction, they will not be subject to liability as directors for any 

misrepresentation in this prospectus. 

The directors of CSAC will thereafter be elected by Resulting Issuer Shareholders at each annual meeting of 

shareholders, and will hold office until the next annual meeting of CSAC, unless: (i) his or her office is earlier 

vacated in accordance with the articles of CSAC; or (ii) he or she becomes disqualified to act as a director. 

Executive Officers  

Name and Residence Proposed Position with CSAC Present Principal Occupation 

Jonathan Sandelman 

New York, NY 

Chairman, Chief Executive Officer and 

Corporate Secretary 
Chief Executive Officer, Mercer Park, L.P. 

Mark Smith  

Edwards, Colorado 
Executive Vice Chairman Chief Executive Officer, Green Cross Colorado 

Jennifer Drake 

New York, NY 
Chief Operating Officer 

Chief Operating Officer, Mercer Park, L.P. 

 

Carmelo Marrelli 

Toronto, ON 
Chief Financial Officer 

Chartered Professional Accountant and 

President, Marrelli Support Services Inc.  

 

Biographies 

The following are brief profiles of the proposed directors and executive officers of CSAC, including a description of 

each individual’s principal occupation within the past five years. 

Executive Officers 

Jonathan Sandelman, Chairman, Chief Executive Officer and Corporate Secretary
31

 

Jonathan (Jon) Sandelman is the Chief Executive Officer of Mercer Park, L.P., the parent of Mercer, CSAC’s 

sponsor. Prior to this role, he was Chief Executive Officer and Chief Investment Officer of Sandelman Partners, LP.  

Previously, he was the President of Bank of America Securities and former Head of Debt and Equities at Banc of 

America Securities. While at Banc of America Securities, he served as a member of the company’s Operating 

Committee, Banc of America Securities Leadership Committee and The Global Corporate and Investment Banking 

Compensation Committee.  As Head of Debt and Equities, Mr. Sandelman was responsible for all of market risk and 

the strategic direction of the firm’s trading, distribution and new products development efforts.  He oversaw the 

firm’s capital markets function in coordination with the head of banking.  Mr. Sandelman began his career with 

Banc of America Securities in 1998 as head of the Equity Financial Products business, and he became head of 

Equities in 2002. He was appointed President of Banc of America Securities in early 2004.  Prior to joining Banc of 

America, he was deputy head of Global Equities and Managing Director of equity derivatives and proprietary 

                                                           

31 Not considered independent for the purposes of NI 58-101. See “Corporate Governance – Board of Directors – Independence 

of the Resulting Issuer Board.” 
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trading at Salomon Brothers and a member of the firm’s Risk Management Committee and Compensation 

Committee. Mr. Sandelman has been honored with Risk Magazine’s prestigious “Derivative Superstar” award and 

Derivative Magazine’s “Derivative Person of the Year.” Mr. Sandelman earned a Bachelor of Science (BS) from 

Adelphi University and earned his law degree (Juris Doctor) from Cardozo School of Law.  

Mark Smith, Executive Vice Chairman
32

 

Mark Smith is the Chief Executive Officer of Green Cross Colorado, Green Cross Nevada and Tumbleweed 

Companies, and the Managing Member and Chief Executive Officer of Cannapunch of Nevada, LLC. Cannapunch’s 

brands include Cannapunch, Highly Edible and Dutch Girl Edibles. Mr. Smith also oversees and develops 

dispensaries under the Tumbleweed brand, and currently has seven operating dispensaries. Prior to his current 

employment, and for approximately five years, Mr. Smith was the owner and Chief Executive Officer of a 

pawnshop company, whereby he built up a large chain of stores through acquisition and greenfield development 

culminating in a total of 13 stores. Mr. Smith subsequently sold this business to a publicly-held company, EZ Pawn. 

Mr. Smith received his Bachelor of Arts from Gustavus Adolphus College and Juris Doctor degree from Hamline 

School of Law.  

Jennifer Drake, Chief Operating Officer 

Jennifer Drake is Chief Operating Officer of Mercer Park, L.P., the parent of Mercer, CSAC’s sponsor. Prior to this 

role, she served as President and Chief Operating Officer of Tricadia Capital Management after holding a similar 

role as Chief Operating Officer of DW Partners, both multi-strategy hedge funds with assets under management of 

several billion dollars. Prior to DW Partners, Ms. Drake was a Managing Director at Goldman Sachs where she 

focused on absolute return strategies in the credit and equity markets and was a member of the Liquid Markets 

Investment Committee for the $120 billion Alternative Investments and Manager Selection group. Ms. Drake has 

also held senior positions at GAM Investments and Nomura Securities’ proprietary trading team. Ms. Drake holds a 

Bachelor of Arts degree in Physics, with honors, from Williams College. 

Carmelo Marrelli, Chief Financial Officer 

Carmelo Marrelli is the principal of Marrelli Support Services Inc., a firm that has delivered accounting and 

regulatory compliance services to listed companies on various exchanges for over twenty years. In addition, Mr. 

Marrelli also controls DSA Corporate Services Inc., a firm providing corporate secretarial and regulatory filing 

services. Mr. Marrelli is a Chartered Professional Accountant (CPA, CA, CGA), and a member of the Institute of 

Chartered Secretaries and Administrators, a professional body that certifies corporate secretaries. He received a 

Bachelor of Commerce degree from the University of Toronto. 

Other Current Members of CSAC’s Board of Directors 

Kamaldeep Thindal, Director
33

 

Kamaldeep (Kam) Thindal is a co-founder of Core Capital Partners (formerly Hamza Thindal Capital Corp.) and 

serves as the firm’s Managing Partner. Prior to founding Core, Mr. Thindal spent five years as an independent 

capital markets advisor for a number of TSX Venture Exchange listed companies. Over the course of that time, he 

was involved in several financings across multiple sectors. For the past five years, Mr. Thindal has sourced 

investments, negotiated financings and acquisitions in various sectors with a particular focus on biotech, health care 

and special situations. He has been involved in leading transactions in both private and public companies. Prior to 

his career in venture capital, Mr. Thindal spent five years at a private manufacturing company in Vancouver, Canada 

where he helped restructure the company, optimize operations, introduce new products and evolve the company 

from a family run business to a multi-national brand. He holds a Bachelor of Technology in Technology 

Management from the British Columbia Institute of Technology. 

                                                           

32 Not considered independent for the purposes of NI 58-101. See “Corporate Governance – Board of Directors – Independence 

of the Resulting Issuer Board.” 
33 Considered independent for the purposes of NI 58-101.  
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Charles Miles, Director
34

 

Charles (Charlie) Miles is a Managing Director at Recapture Partners, which is a venture capital company that 

advises, invests and raises money in early stage Fintech companies. Prior to this role, he worked at Bloomberg LLP 

as an equity option trader. Prior to his tenure at Bloomberg, he was a volatility arbitrage hedge fund portfolio 

manager and Managing Director at Deutsche Bank. He also was a portfolio manager at Del Mar Asset Management, 

and started his own hedge fund, Claris Capital Management. He began his career at Salomon Brothers, where he was 

involved in equity research, quantitative portfolio management and equity derivatives sales and management. As a 

Managing Director at Salomon Brothers and Citibank, he ran one of the most successful equity derivatives sales 

teams on Wall Street during a time of unprecedented growth in the product. Mr. Miles received his Bachelor of Arts 

in Economics and Political Science from Middlebury College. 

Additional Proposed Members of the Resulting Issuer Board 

Louis F. Karger, Director
35

 

Louis F. Karger is the sole Manager and founder of Panther Residential Investments LLC and Panther Residential 

Management LLC. Both companies focus on the acquisition, development, management and sale of multi-family 

apartment properties in the Southeast United States. Panther Residential Investments LLC also serves as the 

Manager of many affiliated real estate entities (collectively with Panther Residential Investments LLC and Panther 

Residential Management LLC, the “PRM Group Companies”). Mr. Karger is responsible for the overall direction, 

vision and leadership of the PRM Group Companies with a focus on investment strategies, capital and debt 

financings, and determining new development objectives. In addition, he oversees the PRM Group Companies’ day-

to-day operations and the execution of its overall business, management and development strategy. To date, the 

PRM Group Companies has acquired over 7,000 residential apartment units with a total transaction value of 

approximately $1,411,579,460. Mr. Karger is also a Director and the Treasurer of Sira and is a co-founder of (i) 

Compass Realty Associates, LLC, a private equity real estate firm that owns and manages approximately one 

million square feet of property throughout the New England region, and (ii) Compass Realty Partners, LLC, a $72 

million real estate investment fund. Mr. Karger holds a Bachelor of Science degree from the Boston University 

School of Hospitality Administration. 

Mark Pitchford, Director
36

 

Mark Pitchford is the founder of Washoe and Canopy. Mr. Pitchford is active in the cannabis industry, and has had 

integral involvement in the creation, design and operation of over a dozen marijuana cultivation, dispensary, 

processing, distribution and management companies in both California and Nevada. He is the owner and Chief 

Executive Officer of KYND Cannabis Company, which is a producer of cured cannabis flower, concentrates, 

vaporizer pens, CBD formulas and edibles sold by dispensaries throughout the State of Nevada, and is one of the 

founding members of Mynt Cannabis Dispensary, the only cannabis dispensary located in the downtown Reno 

entertainment district. Mr. Pitchford has consulted on multiple industry-related operations and medical marijuana 

application processes across U.S.  He is the president of Wise Owl Team Inc., a consulting management company 

that provides services such as executive oversight, compliance oversight, financial oversight, security and loss 

prevention oversight and human resources oversight. Mr. Pitchford is also the founder and Chief Executive Officer 

of M&M Agriculture, a hemp consulting, operation, genetic distribution company. 

Steve Menzies, Director
37

 

Steve Menzies is the founder of LivFree. Mr. Menzies has over 40 years of experience in construction, home 

building and land development. He is a master electrician and a master plumber, and is certified by the National 

Association of Home Builders. As an entrepreneur, Mr. Menzies started and acquired several subcontractor 

companies in order to offer a “one stop shop” for Las Vegas homebuilders with highly efficient and streamlined 

                                                           

34 Considered independent for the purposes of NI 58-101. 
35 Considered independent for the purposes of NI 58-101.  
36 Considered independent for the purposes of NI 58-101.  
37 Considered independent for the purposes of NI 58-101.  
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administrative and accounting management. In 2006, he sold two of these companies, Efficient Electric and United 

Plumbing, along with McGwire Supply, an electrical distributor, to Stock Building Supply (“SBS”) where he 

continued to work as West Coast Manager, supporting SBS’ role as a major supplier of subcontracting services for 

homebuilders in the Las Vegas valley until SBS was wound up in 2009. Mr. Menzies is currently a majority owner 

of Focus Plumbing, Focus Electric, Focus Framing Door & Trim, Green Image LLC dba GTI, Focus Concrete and 

Focus Fire Protection. Along with LivFree, these companies collectively employ 1600 employees across the State of 

Nevada as of the date of this prospectus. 

Chris R. Burggraeve, Director
38

 

Chris R. Burggraeve is the founder and chief executive officer of Vicomte LLC, which is a brand management 

company that advises corporations, start-ups, private equity firms and family offices. Prior to founding Vicomte, Mr. 

Burggraeve spent five years as the Global Chief Marketing Office of Anheuser-Busch InBev SA/NV. He has also 

served in a number of senior marketing and general management roles with The Coca-Cola Company throughout 

Europe and Eurasia, and as a brand manager at Procter and Gamble Company. Mr. Burggraeve is a global business 

marketer turned investor, entrepreneur, advisor, board member and adjunct faculty member of the NYU School of 

Business, and has nearly 30 years of expertise merging brand management, societal context, and profit and loss 

statements. As one of the early consumer packaged goods industry leaders to have actively recognized the 

importance and potential of the cannabis industry, he co-founded Toast Holdings in 2016, the parent company of 

Aspen-born cannabis pre-roll brand ToastTM. Mr. Burggraeve is also the Chairman of greenRush, an online 

marketplace for legally purchasing cannabis in the United States. He holds a Master’s degree in Economics and 

Business from KU Leaven, a Master’s degree in European Economics from the Centre Européen Universitaire de 

Nancy and a TRIUM Global Executive Master’s degree in Business Administration from (collectively) New York 

University – Stern School of Business, the London School of Economics and HEC Paris. 

Cease Trade Orders, Bankruptcies, Penalties or Sanctions  

To the knowledge of CSAC and the Target Businesses, no proposed nominee for election as a director or proposed 

executive officer of CSAC has been, at the date of the prospectus or within the last 10 years: (a) a director, chief 

executive officer or chief financial officer of any company that, while that person was acting in that capacity, (i) was 

the subject of a cease trade or similar order or an order that denied the company access to any exemption under 

securities legislation, for a period of more than 30 consecutive days, or (ii) was the subject of an event that resulted, 

after that person ceased to be a director or chief executive officer or chief financial officer, in the company being the 

subject of such an order; or (b) a director or executive of a company that, while that person was acting in that 

capacity or within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any 

legislation relating to bankruptcy or insolvency, or was subject to or instituted any proceedings, transaction or 

compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets.  

No proposed director or executive officer of CSAC has been subject to (a) any penalties or sanctions imposed by a 

court relating to securities legislation or by a securities regulatory authority or has entered into a settlement 

agreement with a securities regulatory authority; or (b) any other penalties or sanctions imposed by a court or 

regulatory body that would likely be considered important to a reasonable securityholder in making an investment 

decision.  

To the knowledge of CSAC, no proposed director or executive officer of CSAC has, within the 10 years before the 

date of the prospectus, become bankrupt, made a proposal under any legislation relating to bankruptcy or 

insolvency, or become subject to or instituted any proceedings, transaction or compromise with creditors, or had a 

receiver, receiver manager or trustee appointed to hold the assets of the director or executive officer.  

Majority Voting Policy 

It is expected that CSAC will adopt a majority voting policy consistent with NEO Exchange requirements prior to 

the first uncontested meeting of shareholders at which directors are to be elected. 

                                                           

38 Considered independent for the purposes of NI 58-101. 
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Forum Selection By-law 

CSAC’s articles will include a provision providing for a forum for adjudication of certain disputes whereby, unless 

CSAC approves or consents in writing to the selection of an alternative forum, the Superior Court of Justice of the 

Province of British Columbia, Canada and appellate courts therefrom shall be the sole and exclusive forum for: (i) 

any derivative action or proceeding brought on behalf of CSAC; (ii) any action asserting a claim for breach of a 

fiduciary duty owed by any director or officer of CSAC to CSAC; (iii) any action asserting a claim arising pursuant 

to any provision of the BCBCA or the articles of CSAC (as either may be amended from time to time); or (iv) any 

action asserting a claim otherwise related to the relationships among CSAC, its affiliates and their respective 

shareholders, directors and/or officers, but does not include claims related to the business carried on by CSAC or 

such affiliates. Any person or entity owning, purchasing or otherwise acquiring any interest, including without 

limitation any registered or beneficial ownership thereof, in the securities of CSAC shall be deemed to have notice 

of and consented to the provisions of the articles. 

Conflicts of Interest 

Certain of the proposed directors and executive officers of CSAC are officers and directors of, or are associated 

with, other public and private companies. Such associations may give rise to conflicts of interest with CSAC from 

time to time. The BCBCA requires, among other things, that the directors and executive officers of CSAC act 

honestly and in good faith with a view to the best interest of CSAC, to disclose any personal interest which they may 

have in any material contract or transaction which is proposed to be entered into with CSAC and, in the case of 

directors, to abstain from voting as a director for the approval of any such contract or transaction. To the extent that 

conflicts of interest arise, such conflicts are required to be resolved in accordance with the provisions of the 

BCBCA. 

Mark Smith is Managing Member and Chief Executive Officer of Cannapunch, holding a 50% equity ownership 

percentage therein, and is a director of CSAC. Accordingly, his involvement results in the acquisition of 

Cannapunch by CSAC being a related party transaction. In connection therewith, (i) the board of directors of CSAC 

determined that the fair market value of Cannapunch is less than 25% of CSAC’s market capitalization, and (ii) 

Mark Smith abstained from voting in respect of the approval of the acquisition of Cannapunch in connection with 

the Transaction. The Cannapunch transaction was also supported by the Sponsor, which is a control person which is 

not an interested party. 

In light of its anticipated growing operations, CSAC recognizes that the position of Chief Financial Officer, 

currently held by Carmelo Marrelli, may need to be transitioned to accommodate a more considerable time 

commitment, which may include transitioning to a half-time or full-time Chief Financial Officer, in each case, as the 

Resulting Issuer Board sees fit. Should CSAC resolve to transition such role, it is currently anticipated that Carmelo 

Marrelli may continue to be retained by CSAC as a consultant. 

See also “Corporate Governance” and “Risk Factors” in this prospectus. 

Directors’ and Officers’ Liability Insurance 

CSAC intends to seek to carry a directors’ and officers’ liability insurance policy which will be designed to protect 

CSAC and its directors and officers against any legal action which may arise as a result of wrongful acts on the part 

of directors and/or officers of CSAC. Any such policy will be written with a maximum limit and be subject to a 

corporate deductible on all claims. 

DIRECTORS’ AND EXECUTIVE OFFICERS’ COMPENSATION 

CSAC operates in a competitive and rapidly evolving market. To succeed in this environment and to achieve its 

business and financial objectives, CSAC needs to attract, retain and motivate a highly talented team of executives. 

CSAC expects its team to possess and demonstrate strong leadership and management capabilities, as well as foster 

CSAC’s company culture, which is at the foundation of its success and remains a pivotal part of its everyday 

operations. 

CSAC’s executive compensation program will be designed to achieve the following objectives: 
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 provide market-competitive compensation opportunities in order to attract and retain talented, high-

performing and experienced executive officers, whose knowledge, skills and performance are critical to 

CSAC’s success; 

 motivate these executive officers to achieve CSAC’s business objectives; 

 align the interests of CSAC’s executive officers with those of its shareholders by tying a meaningful 

portion of compensation directly to the long-term value and growth of CSAC’s business; and 

 provide incentives that encourage appropriate levels of risk-taking by the executive team. 

It is expected that the “named executive officers” of CSAC will include Jonathan Sandelman as the Chairman, Chief 

Executive Officer and Corporate Secretary, Mark Smith as Executive Vice Chairman, Carmelo Marrelli as Chief 

Financial Officer and Jennifer Drake as Chief Operating Officer. An issuer’s “named executive officers” are 

comprised of its Chief Executive Officer and Chief Financial Officer (or individuals who serve in similar 

capacities), and its three most highly compensated executive officers, other than the Chief Executive Officer and 

Chief Financial Officer, whose total compensation is, individually, more than $150,000. 

It is anticipated that the Resulting Issuer Board will adopt a written charter for the C&CG Committee that 

establishes, among other things, the C&CG Committee’s purpose and its responsibilities with respect to executive 

compensation (see “Corporate Governance – C&GC Committee”). The charter of the C&CG Committee will 

provide that such committee shall, among other things, assist the Resulting Issuer Board in its oversight of executive 

compensation, management development and succession, director compensation and executive compensation 

disclosure. 

Although formal executive compensation arrangements for the executive officers of CSAC have not yet been 

determined, it is anticipated that CSAC will adopt a compensation structure for executive officers that is consistent 

with its peers and designed to provide strong incentive for business growth. 

CSAC will continue to evaluate its philosophy and compensation programs as circumstances require and plan to 

review compensation on an annual basis. As part of this review process, CSAC expects to be guided by the 

philosophy and objectives outlined above, as well as other factors which may become relevant, such as the cost to 

find a replacement for a key employee. 

CSAC has not established an annual retainer fee or attendance fee for directors. However, CSAC may establish 

directors’ fees for non-executive directors in the future, in consultation with a compensation consultant or advisor, 

and will reimburse directors for all reasonable expenses incurred in order to attend meetings. 

All current directors and officers of CSAC, as well as all those to be appointed at closing, will be indemnified on 

customary terms by both CSAC and each of the Target Businesses. 

Benchmarking 

The executive team is expected to establish an appropriate comparator group for purposes of setting the future 

compensation of the NEOs. 

Elements of Compensation 

The compensation of the NEOs is expected to be comprised of the following major elements: (a) base salary; (b) an 

annual, discretionary cash bonus; and (c) long-term equity incentives, consisting of stock options, restricted stock 

awards, performance compensation awards and/or other applicable awards granted under the Equity Incentive Plan 

and any other equity plan that may be approved by the Resulting Issuer Board from time to time. These principal 

elements of compensation are described below.  

Base Salary 

Base salaries are intended to provide an appropriate level of fixed compensation that will assist in employee 

retention and recruitment. Base salaries will be determined on an individual basis, taking into consideration the past, 
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current and potential contribution to CSAC’s success, the NEO’s experience and expertise, the position and 

responsibilities of the NEO, and competitive industry pay practices for other high growth, premium brand 

companies of similar size and revenue growth potential. 

Annual Cash Bonus 

Annual bonuses may be awarded based on qualitative and quantitative performance standards, and will reward 

performance of the NEO individually. The determination of a NEO’s performance may vary from year to year 

depending on economic conditions and conditions in the cannabis industry, and may be based on measures such as 

stock price performance, the meeting of financial targets against budget (such as adjusted funds from operations), 

the meeting of acquisition objectives and balance sheet performance. 

Equity Incentive Plan 

In connection with the Transaction, CSAC Shareholders will be asked to approve the Equity Incentive Plan at the 

CSAC Meeting. CSAC may grant Options and other securities upon completion of the Transaction. The Resulting 

Issuer Board may also decide to grant new Options and other securities pursuant to the Equity Incentive Plan in the 

future. For further details in respect of the Equity Incentive Plan, please see “Equity Incentive Plan Description – 

Summary of Equity Incentive Plan”.  

Pension Plan Benefits 

CSAC does not intend to implement any deferred compensation plan, pension plan or other forms of funded or 

unfunded retirement compensation for its employees that provides for payments or benefits at, following or in 

connection with retirement. 

Compensation, Employment Agreements, Termination and Change of Control Benefits 

Employment agreements between CSAC and its NEOs are expected to be executed in connection with or following 

closing of the Transaction.  It is expected that such employment agreements will contain customary change of 

control provisions. The specific terms of the employment contracts to be entered into between CSAC and its NEOs 

will be subject to review and approval by the Resulting Issuer Board and, other than as described below, have not 

yet been finalized as of the date of this prospectus. Upon completion of the Transaction, it is expected that the 

Resulting Issuer Board will review and adjust the executive compensation for its NEOs to the extent necessary to 

ensure that the compensation is in line with CSAC’s compensation philosophy and objectives and aligned with 

market practices of similar issues. Accordingly, the information provided below is subject to change following 

completion of the Transaction. 

In respect of the year ended December 31, 2019, Mr. Sandelman, Mr. Smith and Ms. Drake are expected to have 

base salaries in the ranges of C$375,000 to C$475,000, respectively. 100% of Mr. Sandelman and Mr. Smith’s 

projected compensation relates to their respective roles as Chief Executive Officer and Executive Vice Chairman of 

CSAC. Mr. Sandelman and Mr. Smith will not be compensated for their membership on the Resulting Issuer Board.  

It is expected that none of the NEOs will be entitled to perquisites or other personal benefits which, in the aggregate, 

will be worth over $50,000 or over 10% of their base salary. 

CSAC expects to continue to evaluate its philosophy and compensation programs as circumstances require and plans 

to review compensation on an annual basis. As part of this review process, CSAC expects to be guided by the 

philosophy and objectives outlined above, as well as other factors which may become relevant, such as the cost to 

CSAC if it were required to find a replacement for a key employee. 

Director Compensation 

It is anticipated that CSAC will pay compensation to its directors, which may be comprised of cash (including 

annual fees for attending meetings of the Resulting Issuer Board and additional compensation for acting as chairs of 

committees of the Resulting Issuer Board), stock options and other applicable awards granted in accordance with the 

terms of the Equity Incentive Plan and the NEO Exchange Policies, or a combination of both. It is anticipated that 

CSAC will grant Options pursuant to its Equity Incentive Plan to each of its independent directors upon the 
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consummation of the Transaction and thereafter annually. It is anticipated that the directors will be reimbursed for 

any out-of-pocket travel expenses incurred in order to attend meetings of the Resulting Issuer Board, committees of 

the Resulting Issuer Board or meetings of the shareholders of CSAC. It is also anticipated that CSAC will obtain 

customary insurance for the benefit of its directors and enter into indemnification agreements with its directors 

pursuant to which CSAC will agree to indemnify its directors to the extent permitted by applicable law. 

INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 

As of the date of this prospectus, no current, former, or proposed director, executive officer or employee of CSAC, 

nor any of their associates, is or has been at any time during the most recently completed financial year, indebted to 

CSAC or the Target Businesses, or is expected to be indebted to CSAC following the completion of the Transaction, 

other than routine indebtedness (as defined under NI 51-102) and the Target Promissory Notes. See “Corporate 

Structure – Definitive Agreements – Material Agreements – Target Promissory Notes” for a detailed description. 

AUDIT COMMITTEE  

The following disclosure is based on the present expectations of CSAC with respect to the formal establishment of 

the Audit Committee (the “Audit Committee”) of the Resulting Issuer Board (without changes to the proposed 

composition) and the ratification and adoption of its proposed mandate (without any material modifications) will 

occur following completion of the Transaction. However, such disclosure remains subject to revision prior or 

subsequent to the Effective Date. See “Notice to Readers” in this prospectus. The proposed mandate of the Audit 

Committee is set out in Appendix S to this prospectus. 

Composition of CSAC Audit Committee 

On the Effective Date, the Audit Committee is expected to consist of Kamaldeep Thindal, Charles Miles and Chris 

R. Burggraeve. Kamaldeep Thindal is currently the chair of the Audit Committee. Each member of the Audit 

Committee is expected to be independent (as defined in NI 52-110) and none is expected to receive, directly or 

indirectly, any compensation from CSAC other than for service as a member of the Resulting Issuer Board and its 

committees. All proposed members of the Audit Committee will be financially literate (as defined under NI 52-110). 

For the relevant education and experience of the members of the Audit Committee, please refer to the biographies of 

Kamaldeep Thindal and Charles Miles in “Directors and Executive Officers — Biographies” in this prospectus. 

Pre-Approval Policies and Procedures 

The Audit Committee will adopt requirements regarding pre‐approval of non‐audit services as part of its Audit 

Committee Mandate. The Audit Committee Mandate will require that the Audit Committee must approve in advance 

any retainer of the auditors to perform any non‐audit service to CSAC (together with all non‐audit service fees) that 

it deems advisable in accordance with applicable requirements and the Resulting Issuer Board approved policies and 

procedures. The Audit Committee intends to consider the impact of such service and fees on the independence of the 

auditor. The Audit Committee may delegate pre‐approval authority to a member of the Audit Committee; however, 

the decisions of any member of the Audit Committee to whom this authority has been delegated must be presented 

to the full Audit Committee at its next scheduled Audit Committee meeting. 

External Audit Service Fees 

All audit and non-audit services to be provided by CSAC’s external auditor will be required to be pre-approved by 

the Audit Committee. It is expected that on an annual basis, CSAC’s Audit Committee will pre-approve a budget for 

certain specific non-audit services such as assistance with tax returns. 

CORPORATE GOVERNANCE  

Unless otherwise indicated, the following disclosure is based on the present expectations of CSAC in respect of its 

corporate governance practices and the formal establishment of committees of the Resulting Issuer Board described 

below (without changes to the proposed composition) and the ratification and adoption of their respective proposed 

mandates (without any material modifications) will occur following completion of the Transaction. However, such 
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disclosure remains subject to revision prior or subsequent to the Effective Date. See “Notice to Readers” in this 

prospectus. 

Statement of Corporate Governance Practices 

CSAC’s corporate governance disclosure obligations are set out in the Canadian Securities Administrators’ NI 58-

101, NP 58-201 and NI 52-110. These instruments set out a series of guidelines and requirements for effective 

corporate governance (collectively, the “Guidelines”). The Guidelines address matters such as the constitution and 

independence of corporate boards, the functions to be performed by boards and their committees and the 

effectiveness and education of board members. NI 58-101 requires the disclosure by each listed corporation of its 

approach to corporate governance with reference to the Guidelines. 

Set out below is a description of CSAC’s anticipated approach to corporate governance in relation to the Guidelines. 

Board of Directors 

On the Effective Date, it is expected that the Resulting Issuer Board will be comprised of eight (8) directors: 

Jonathan Sandelman, Mark Smith, Kamaldeep Thindal, Charles Miles, Louis F. Karger, Mark Pitchford, Steve 

Menzies and Chris R. Burggraeve. The names, municipality of residence and positions with CSAC of the persons 

who are expected to serve as directors and executive officers of CSAC after giving effect to the Transaction are set 

out below. Each of the proposed members of the Resulting Issuer Board will be formally appointed to the Resulting 

Issuer Board following closing of the Transaction.  

Directors 

Name and Province/State and Country of 

Residence 

Present Principal Occupation 

Jonathan Sandelman 

New York, NY 
Chief Executive Officer, Mercer Park, L.P. 

Mark Smith  

Edwards, CO 
Chief Executive Officer, Green Cross Colorado 

Kamaldeep Thindal(1) 

Langley, BC 
Managing Partner, Core Capital Partners Inc. 

Charles Miles(1) 

Brooklyn, NY 
Consultant, Recapture Partners 

Louis F. Karger 

Needham, MA 

Founder and Manager, Panther Properties Management LLC, Panther 

Residential Management LLC 

Mark Pitchford  

Verdi, NV 
Owner and Chief Executive Officer, KYND Cannabis Company 

Steve Menzies 

Las Vegas, NV 

Manager, Focus Plumbing LLC, Focus Electric LLC, Focus Concrete 

LLC and Focus Framing Door & Trim LLC 

Chris R. Burggraeve(1) 

New York, NY 
Chief Executive Officer, Vicomte LLC 

Notes: 

(1) Proposed member of the Audit Committee. 

 

Jonathan Sandelman, Mark Smith, Kamaldeep Thindal, Charles Miles and Chris R. Burggraeve are the current 

directors of CSAC and will be subject to liability as directors for and misrepresentation in this prospectus. The 

following proposed directors are not current directors of CSAC and will not become directors of CSAC until the 

completion of the Transaction and therefore they will not be subject to liability as directors for any 

misrepresentation in this prospectus: Louis F. Karger, Mark Pitchford and Steve Menzies. 



  

135 

Each director of CSAC will thereafter be required to be elected by Resulting Issuer Shareholders at each annual 

meeting of shareholders, and will hold office until the next annual meeting of CSAC, unless: (i) his or her office is 

earlier vacated in accordance with the Articles of CSAC; or (ii) he or she becomes disqualified to act as a director. 

The primary function of the Resulting Issuer Board will be to supervise the management of the business and affairs 

of CSAC, including the responsibility for the strategic planning process, risk management, succession planning, 

approving and communicating a communications policy and disclosure policy, setting internal controls, corporate 

governance, senior management compensation and oversight, director compensation and assessment and approving 

material transactions and contracts. The Resulting Issuer Board will also be responsible for reviewing the succession 

plans for CSAC, including appointing, training and monitoring senior management to ensure that the Resulting 

Issuer Board and management have appropriate skill and experience. The Resulting Issuer Board will establish an 

Audit Committee and C&CG Committee. See “Audit Committee” and “Corporate Governance – C&GC 

Committee” for a description of each of the proposed committees of the Resulting Issuer Board, including the 

proposed membership thereof, as applicable. 

Following the Effective Date, the Resulting Issuer Board will adopt a majority voting policy for the election of 

directors. For a description of such proposed policy, see “Directors and Executive Officers — Majority Voting 

Policy” in this prospectus. 

The Resulting Issuer Board will delegate to the applicable committee those duties and responsibilities set out in each 

committee’s proposed mandate. The primary mandate of the Audit Committee will be to provide assistance to the 

Resulting Issuer Board in fulfilling its responsibility to Resulting Issuer Shareholders, potential shareholders and the 

investment community, to oversee the work and review the qualifications and independence of the external auditors 

of CSAC, to review the financial statements of CSAC and public disclosure documents containing financial 

information and to assist CSAC with the legal compliance and ethics programs as established by management and 

by the Resulting Issuer Board and as required by law. 

The primary mandate of the C&CG Committee with respect to compensation will be to approve corporate goals and 

objectives relevant to the compensation of CSAC’s CEO and to make recommendations with respect to CSAC’s 

CEO compensation based on its evaluation, to recommend compensation Transactions for the directors, committee 

members and chairs, and the CSAC Chairman, to administer and interpret the incentive compensation and equity 

compensation plans, and to approve the appointment, compensation and terms of employment for CSAC’s CFO and 

senior management of CSAC. The primary mandate of the C&CG Committee with respect to corporate governance 

will be to assess the effectiveness of the Resulting Issuer Board, of committees of the Resulting Issuer Board and of 

the directors of the Resulting Issuer Board, to recommend to the Resulting Issuer Board candidates for election as 

directors and candidates for appointment to Board committees and to advise the Resulting Issuer Board on 

enhancing CSAC’s corporate governance through a continuing assessment of CSAC’s approach to corporate 

governance. 

Independence of the Resulting Issuer Board 

NI 58-101 defines an “independent director” as a director who has no direct or indirect material relationship with 

CSAC. A “material relationship” is in turn defined as a relationship which could, in the view of the Resulting Issuer 

Board, be reasonably expected to interfere with such member’s independent judgment. In determining whether a 

particular director is an “independent director” or a “non-independent director”, the Resulting Issuer Board will 

consider the factual circumstances of each director in the context of the Guidelines. 

It is expected that the Resulting Issuer Board will be comprised of eight members upon completion of the 

Transaction, with a ninth member to be added post-closing. Jonathan Sandelman and Mark Smith are not considered 

independent for the purposes of NI 58-101 because (i) they will be part of management of CSAC, and (ii) they were, 

prior to the Effective Date, executive officers of CSAC. 

Chairman 

Jonathan Sandelman will serve as the Chairman of CSAC. The Chairman’s role will be to coordinate the 

management, development and effective functioning of the Resulting Issuer Board and provide leadership. The 
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Chairman and each committee can also engage outside consultants without consulting management.  This is 

designed to ensure they receive independent advice as they feel necessary. 

Meeting In-camera 

The Resulting Issuer Board and committees are expected to hold regularly scheduled meetings at each quarterly 

board meeting without management and non-independent directors, including Mr. Jonathan Sandelman, CSAC’s 

Chairman. These discussions are intended to generally form part of the committee chairs’ reports to the Resulting 

Issuer Board. CSAC’s Chairman intends to encourage open and candid discussions among the independent directors 

by providing them with an opportunity to express their views on key topics before decisions are taken. 

Succession Planning 

The C&CG Committee (with the advice of CSAC’s Chairman) is expected to provide primary oversight of 

succession planning for senior management, the performance assessment of CSAC’s CEO, and CSAC CEO’s 

assessments of the other senior officers. The C&CG Committee is expected to conduct in-depth reviews of 

succession options relating to senior management positions and, when appropriate, is expected to approve the 

rotation of senior executives into new roles to broaden their responsibilities and experiences and deepen the pool of 

internal candidates for senior management positions. The C&CG Committee is expected to develop an emergency 

succession plan and contingency plan for CSAC’s CEO for a scenario in which the CEO suddenly and unexpectedly 

was unable to perform his duties for an extended period. 

The independent directors are expected to participate in the assessment of the performance of CSAC’s CEO every 

year. The Resulting Issuer Board is expected to approve all appointments of executive officers. 

Director Term Limits/Mandatory Retirement  

The Resulting Issuer Board will consider the matters of term limits and mandatory retirement. At this time, CSAC 

does not expect that these types of policies would be appropriate for the Resulting Issuer Board. CSAC believes that 

a rigorous self-evaluation process combined with input, where appropriate, from an external third party governance 

firm would be a more effective and transparent manner to ensure that CSAC’s directors add value and remain strong 

contributors. 

Diversity 

Board of Directors 

CSAC recognizes the benefits that diversity brings to the company. The Resulting Issuer Board will aim to be 

comprised of directors who have a range of perspectives, insights and views in relation to the issues affecting 

CSAC. This belief in diversity is expected to be reflected in a written Diversity Policy that is expected to be adopted 

by the Resulting Issuer Board. The Diversity Policy is expected to state that the Resulting Issuer Board should 

include individuals from diverse backgrounds, having regard to, among other things, gender, status, age, business 

experience, professional expertise, education, nationality, race, culture, language, personal skills and geographic 

background. Accordingly, consideration of whether the diverse attributes highlighted in the policy are sufficiently 

represented on the Resulting Issuer Board will be an important component of the selection process for new Resulting 

Issuer Board members. 

Management 

CSAC believes that a diversity of backgrounds, opinions and perspectives and a culture of inclusion helps to create a 

healthy and dynamic workplace, which improves overall business performance. CSAC recognizes the value of 

ensuring that CSAC has leaders who are women. CSAC will work to develop its employees internally and provide 

them with opportunities to advance their careers. CSAC will build a strategy and execution plan to work towards 

increasing the representation of women in leadership roles at all levels of the organization. One of the objectives of 

this initiative will be to ensure that there are highly-qualified women within CSAC available to fill vacancies in 

executive officer and other leadership positions. In appointing individuals to its leadership team, both at the 
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corporate level and business vertical level, CSAC will weigh a number of factors, including the skills and experience 

required for the position and the personal attributes of the candidates. 

Female Representation 

While none of the currently proposed directors of CSAC are female, CSAC recognizes the value of the contribution 

of members with diverse attributes on the Resulting Issuer Board and will be committed to ensuring that there is 

representation of women on the Resulting Issuer Board in the future. However, CSAC does not intend to establish a 

target regarding the number of women on the Resulting Issuer Board. CSAC believes a target would not be the most 

effective way of ensuring the Resulting Issuer Board is comprised of individuals with diverse attributes and 

backgrounds. CSAC will, however, evaluate the appropriateness of adopting targets in the future.  

One of the proposed executive officers of CSAC is female. CSAC does not intend to establish a target regarding the 

number of women in executive officer or senior leadership positions. CSAC believes that the most effective way to 

achieve its goal of increasing the representation of women in leadership roles at all levels of the organization is to 

identify high-potential women within CSAC and work with them to ensure they develop the skills, acquire the 

experience and have the opportunities necessary to become effective leaders. CSAC will, however, evaluate the 

appropriateness of adopting targets in the future. 

Orientation and Continuing Education 

As set out in the proposed Resulting Issuer Board Mandate, CSAC will have a policy of making a full initial 

orientation and continuing education process available to Board members. All new directors are expected to be 

provided with an initial orientation regarding the nature and operation of CSAC’s business and the affairs of CSAC 

and as to the role of the Resulting Issuer Board and its committees, as well as the legal obligations of a director of 

CSAC. Existing directors will also be periodically updated on these matters. 

In order to orient new directors as to the nature and operation of CSAC’s business, they will be given the 

opportunity to meet with key members of the management team to discuss CSAC’s business and activities. In 

addition, new directors will receive copies of Board materials, corporate policies and procedures, and other 

information regarding the business and operations of CSAC. 

Resulting Issuer Board members will be expected to keep themselves current with industry trends and developments 

and will be encouraged to communicate with management and, where applicable, auditors, advisors and other 

consultants of CSAC. Board members will have access to CSAC’s in-house and external legal counsel in the event 

of any questions or matters relating to Resulting Issuer Board members’ corporate and director responsibilities and 

to keep themselves current with changes in legislation. Resulting Issuer Board members have full access to CSAC’s 

records. 

CSAC expects to provide on-going continuous education programs through key business area presentations, 

business updates and operations site visits as appropriate. 

Nomination of Directors 

The C&CG Committee’s role will be to recommend to the Resulting Issuer Board candidates for election as 

directors and candidates for appointment to Resulting Issuer Board committees as set out in the C&CG Committee 

Mandate. CSAC’s Chairman is also expected to consult with the C&CG Committee regarding candidates for 

nomination or appointment to the Resulting Issuer Board. 

Board and Committee Assessment 

The C&CG Committee’s role is expected to be to assess the effectiveness of the Resulting Issuer Board as a whole, 

the committees of the Resulting Issuer Board and the contribution of individual directors. 

Audit Committee 

The Audit Committee is expected to be comprised of three directors of CSAC, Kamaldeep Thindal, Charles Miles 

and Chris R. Burggraeve, all of whom are expected to be independent and financially literate for purposes of NI 52-
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110. The role and operation of the Audit Committee are set out in CSAC’s proposed Audit Committee Mandate, the 

text of which is included as Appendix S to this prospectus. See “Audit Committee” above in this prospectus for 

further information. 

The members of the Audit Committee will be appointed annually by the Resulting Issuer Board, and each member 

of the Audit Committee will serve at the pleasure of the Resulting Issuer Board until the member resigns, is 

removed, or ceases to be a member of the Resulting Issuer Board. 

C&CG Committee 

It is expected that CSAC will establish a C&CG Committee following completion of the Transaction. It is expected 

that the C&CG Committee will conduct its business on the basis of majority approval, which encourages an 

objective process for determining compensation. 

The members of the C&CG Committee are anticipated to be appointed annually by the Resulting Issuer Board, and 

it is expected that each member of the C&CG Committee will serve at the pleasure of the Resulting Issuer Board 

until the member resigns, is removed, or ceases to be a member of the Resulting Issuer Board. 

To fulfil its role in developing CSAC’s approach to compensation issues, it is anticipated that the C&CG Committee 

shall: 

(i) review and approve corporate goals and objectives relevant to the compensation of CSAC’s CEO; 

(ii) evaluate the performance of CSAC’s CEO in light of those corporate goals and objectives, and 

make recommendations to the Resulting Issuer Board with respect to the compensation level of 

CSAC’s CEO based on its evaluation; 

(iii) review the recommendations to the C&CG Committee of CSAC’s CEO respecting the 

appointment, compensation and other terms of employment of CSAC’s CFO, all senior 

management reporting directly to CSAC’s CEO and all other officers appointed by the Resulting 

Issuer Board and, if advisable, approve and recommend for board approval, with or without 

modifications, any such appointment, compensation and other terms of employment; 

(iv) administer and interpret CSAC’s share compensation agreements and its policies respecting the 

grant of options or other share-based compensation or the sale of shares thereunder, and review 

and recommend for approval of the Resulting Issuer Board the grant of options thereunder and the 

terms thereof; 

(v) review CSAC’s pension and retirement Transactions in light of the overall compensation policies 

and objectives of CSAC; 

(vi) review employment agreements between CSAC and CSAC’s CEO, and between CSAC and 

executive officers, and amendments to the terms of such agreements shall be subject to review and 

recommendation by the C&CG Committee and approval by the Resulting Issuer Board; 

(vii) review management’s policies and practices respecting CSAC’s compliance with applicable legal 

prohibitions, disclosure requirements or other requirements on making or arranging for personal 

loans to senior officers or directors or amending or extending any such existing personal loans or 

Transactions; 

(viii) recommend to the Resulting Issuer Board for its approval the terms upon which directors shall be 

compensated, including the Chairman (if applicable) and those acting as committee chairs and 

committee members; 

(ix) review on a periodic basis the terms of and experience with CSAC’s executive compensation 

programs for the purpose of determining if they are properly coordinated and achieving the 

purpose for which they were designed and administered; 
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(x) review executive compensation disclosure before CSAC publicly discloses this information; 

(xi) submit a report to the Resulting Issuer Board on human resources matters at least annually; and 

(xii) prepare an annual report for inclusion in CSAC’s Management Information Circular to Resulting 

Issuer Shareholders respecting the process undertaken by the committee in its review of 

compensation issues and prepare a recommendation in respect of the compensation of CSAC’s 

CEO. 

It is expected that the C&CG Committee’s role with respect to corporate governance is expected to include, among 

other things: 

(i) developing and updating a long-term plan for the composition of the Resulting Issuer Board that 

takes into consideration the current strengths, competencies, skills and experience of the Resulting 

Issuer Board members, retirement dates and the strategic direction of CSAC, and reporting to the 

Resulting Issuer Board thereon at least annually; 

(ii) undertaking on an annual basis an examination of the size of the Resulting Issuer Board, with a 

view to determining the impact of the number of directors, the effectiveness of the Resulting 

Issuer Board, and recommending to the Resulting Issuer Board, if necessary, a reduction or 

increase in the size of the Resulting Issuer Board; 

(iii) endeavouring, in consultation with CSAC’s Chairman (or Lead Director, if applicable), to seek to 

ensure that an appropriate system is in place to evaluate the effectiveness of the Resulting Issuer 

Board as a whole, each of the committees of the Resulting Issuer Board and each individual 

director of the Resulting Issuer Board with a view to ensuring that they are fulfilling their 

respective responsibilities and duties; 

(iv) in consultation with CSAC’s Chairman (or Lead Director, if applicable), and CSAC’s CEO, 

annually or as required, recruiting and identifying individuals qualified to become new board 

members and recommending to the Resulting Issuer Board new director nominees for the next 

annual meeting of Resulting Issuer Shareholders; 

(v) in consultation with CSAC’s Chairman (or Lead Director, if applicable), annually or as required, 

recommending to the Resulting Issuer Board, the individual directors to serve on the various 

committees; 

(vi) conducting a periodic review of CSAC’s corporate governance policies and making policy 

recommendations aimed at enhancing board and committee effectiveness; 

(vii) reviewing overall governance principles, monitoring disclosure and best practices of comparable 

and leading companies, and bringing forward to the Resulting Issuer Board a list of corporate 

governance issues for review, discussion or action by the Resulting Issuer Board or its 

committees; 

(viii) reviewing the disclosure in CSAC’s public disclosure documents relating to corporate governance 

practices and preparing recommendations to the Resulting Issuer Board regarding any other 

reports required or recommended on corporate governance; 

(ix) proposing agenda items and content for submission to the Resulting Issuer Board related to 

corporate governance issues and providing periodic updates on recent developments in corporate 

governance to the Resulting Issuer Board; 

(x) conducting a periodic review of the relationship between management and the Resulting Issuer 

Board, particularly in connection with a view to ensuring effective communication and the 

provision of information to directors in a timely manner; 
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(xi) reviewing annually the Resulting Issuer Board Mandate and the mandates for each committee of 

the Resulting Issuer Board, together with the position descriptions, if any, of each of CSAC’s 

Chairman, CEO, director and committee chairs, and where necessary, recommending changes to 

the Resulting Issuer Board; 

(xii) reviewing and recommending the appropriate structure, size, composition, mandate and members 

for the committees, and recommending for board approval the appointment of each to board 

committees; 

(xiii) recommending procedures to seek to ensure that the Resulting Issuer Board and each of its 

committees function independently of management; 

(xiv) monitoring conflicts of interest (real or perceived) of both the Resulting Issuer Board and 

management in accordance with the Code, and other policies on conflicts of interest and ethics; 

and 

(xv) recommending procedures to permit the Resulting Issuer Board to meet on a regular basis without 

management or non-independent directors. 

The C&CG Committee is expected to make recommendations for candidates to the Resulting Issuer Board and 

candidates for appointment to various committees of the Resulting Issuer Board, and in making such 

recommendations is expected to consider the competencies and skills that the Resulting Issuer Board considers to be 

necessary for the Resulting Issuer Board as a whole to possess, the competencies and skills that the Resulting Issuer 

Board considers each existing director to possess, and the competencies and skills each new nominee will bring to 

the CSAC boardroom. It is expected that the responsibility for approving new nominees to Resulting Issuer Board 

will fall to the full Resulting Issuer Board. It is also expected that the C&CG Committee will be able to make, where 

appropriate, recommendations for the removal of a director from the Resulting Issuer Board or from a committee of 

the Resulting Issuer Board if he or she is no longer qualified to serve as a director under applicable requirements or 

for any other reason it considers appropriate.  

Code of Conduct 

The Resulting Issuer Board is expected to consider whether to adopt a written code of conduct in due course 

following the closing of the Transaction that applies to all of its directors, officers and employees. The objective of 

the code of conduct, if adopted, would be to provide guidelines for maintaining CSAC’s integrity, reputation, 

honesty, objectivity and impartiality. If adopted, the code of conduct is expected to address, among other things, 

conflicts of interest, protection of assets, confidentiality, fair dealing with shareholders, competitors and employees, 

insider trading, compliance with laws and reporting any illegal or unethical behaviour. As part of the code of 

conduct, if adopted, any person subject to the code of conduct would be required to avoid or fully disclose interests 

or relationships that are harmful or detrimental to CSAC’s best interests or that may give rise to real, potential or the 

appearance of conflicts of interest. The Resulting Issuer Board would have ultimate responsibility for the 

stewardship of the code of conduct.  

Key Governance Documents 

Following completion of the Transaction, it is expected that many policies and practices will support the corporate 

framework at CSAC. The following documents will constitute key components of CSAC’s corporate governance 

system and are expected to be made available by CSAC subsequent to completion of the Transaction: 

 Audit Committee Mandate 

 C&CG Committee Mandate 

 Majority Voting Policy for Director Elections 

 Disclosure and Insider Trading Policy 

 Code of Conduct (if adopted) 
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REGULATORY APPROVALS 

It is a condition precedent in favour of each of CSAC and the sellers under each Definitive Agreement to the 

completion of the Transaction that (i) the NEO Exchange shall have approved the Transaction as qualifying as 

CSAC’s “qualifying transaction” within the meaning of the NEO Exchange Listing Manual, and (ii) clearance is 

received from the applicable Canadian securities regulators, including the OSC, for this prospectus. 

The following U.S. State and local approvals may also be required in connection with completion of the 

Transaction:  

 In Massachusetts: 

o MA Cannabis Control Commission 

 In Nevada: 

o State Agencies:  

 Nevada Department of Taxation 

o County Agencies: 

 Washoe County 

 Washoe County Air Quality Management Division  

 Washoe County Health District 

o Local Agencies: 

 City of Reno 

 City of Sparks 

 City of Las Vegas 

 City of Henderson 

 

In particular, the acquisitions of the Target Businesses in Nevada are currently proposed to be completed in two 

phases. The subsequent phase is currently anticipated to take from 90 to 120 days following the Effective Date to 

complete. See “Notice to Readers”.  

RISK FACTORS 

The following are certain factors relating to the business of CSAC. These risks and uncertainties are not the only 

ones facing CSAC. The following information is a summary only of certain risk factors and is qualified in its 

entirety by reference to, and must be read in conjunction with, the detailed information appearing elsewhere in this 

prospectus. Additional risks and uncertainties not presently known to CSAC or currently deemed immaterial by 

CSAC may also impair the operations of CSAC. If any such risks actually occur, shareholders of CSAC could lose 

all or part of their investment and the business, financial condition, liquidity, results of operations and prospects of 

CSAC could be materially adversely affected and the ability of CSAC to implement its growth plans could be 

adversely affected. 

The acquisition of any of the securities of CSAC is speculative, involving a high degree of risk and should be 

undertaken only by persons whose financial resources are sufficient to enable them to assume such risks and who 

have no need for immediate liquidity in their investment. An investment in the securities of CSAC should not 

constitute a major portion of an individual’s investment portfolio and should only be made by persons who can 

afford a total loss of their investment. CSAC’s shareholders should evaluate carefully the following risk factors 

associated with CSAC’s securities, along with the risk factors described elsewhere in this prospectus. 

Risks Related to Legality of Cannabis 

While legal under applicable U.S. State law, CSAC’s business activities are illegal under U.S. federal law. 

Investors are cautioned that in the United States, cannabis is largely regulated at the State level. To CSAC’s 

knowledge, some form of cannabis has been legalized in 33 States, the District of Columbia, and the territories of 

Guam and Puerto Rico as of January 2019. Additional States have pending legislation regarding the same. Although 

each State in which CSAC will operate authorizes, as applicable, medical and/or adult-use cannabis production and 

distribution by licensed or registered entities, and numerous other States have legalized cannabis in some form, 

under U.S. federal law, the possession, use, cultivation, and transfer of cannabis and any related drug paraphernalia 
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is illegal, and any such acts are criminal acts under federal law under any and all circumstances under the 

Substances Act. The concepts of “medical cannabis”, “retail cannabis” and “adult-use cannabis” do not exist under 

U.S. federal law. Marijuana is a Schedule I drug under the Substances Act. Under U.S. federal law, a Schedule I 

drug or substance has a high potential for abuse, no accepted medical use in the U.S., and a lack of safety for the use 

of the drug under medical supervision. Although CSAC believes that the business activities of the Target Businesses 

are, and the business of CSAC will be, compliant with applicable U.S. State and local law, strict compliance with 

State and local laws with respect to cannabis may neither absolve the Target Businesses or CSAC, as applicable, of 

liability under U.S. federal law, nor may it provide a defense to any federal proceeding which may be brought 

against the Target Businesses or CSAC. Any such proceedings brought against the Target Businesses or CSAC may 

result in a material adverse effect on CSAC. 

Since the possession and use of cannabis and any related drug paraphernalia is illegal under U.S. federal law, CSAC 

may be deemed to be aiding and abetting illegal activities. The Target Businesses manufacture and/or distribute 

medical and adult-use cannabis. As a result, U.S. law enforcement authorities, in their attempt to regulate the illegal 

use of cannabis and any related drug paraphernalia, may seek to bring an action or actions against CSAC or the 

Target Businesses, including, but not limited to, a claim regarding the possession, use and sale of cannabis, and/or 

aiding and abetting another’s criminal activities. The U.S. federal aiding and abetting statute provides that anyone 

who “commits an offense or aids, abets, counsels, commands, induces or procures its commission, is punishable as a 

principal.” As a result, the U.S. DOJ, under the current administration, could allege that CSAC has “aided and 

abetted” violations of federal law by providing financing and services to the Target Businesses. Under these 

circumstances, the federal prosecutor could seek to seize the assets of CSAC, and to recover the “illicit profits” 

previously distributed to shareholders resulting from any of the foregoing. In these circumstances, CSAC’s 

operations would cease, shareholders may lose their entire investment and directors, officers and/or shareholders 

may be left to defend any criminal charges against them at their own expense and, if convicted, be sent to federal 

prison. Such an action would result in a material adverse effect on CSAC. 

U.S. Customs and Border Protection (“CBP”) enforces the laws of the United States.  Crossing the border while in 

violation of the Substances Act and other related federal laws may result in denied admission, seizures, fines and 

apprehension. CBP officers administer the Immigration and Nationality Act to determine the admissibility of 

travelers, who are non-U.S. citizens, into the United States.  An investment in CSAC, if it became known to CBP, 

could have an impact on a shareholder’s admissibility into the United States and could lead to a lifetime ban on 

admission. See “Risk Factors - U.S. border officials could deny entry of non-US citizens into the U.S. to employees 

of or investors in companies with cannabis operations in the United States and Canada”. 

The Target Businesses derive 100% of their revenues from the cannabis industry in certain States, which industry is 

illegal under U.S. federal law. Even where the Target Businesses’ cannabis-related activities are compliant with 

applicable State and local law, such activities remain illegal under U.S. federal law. The enforcement of relevant 

laws is a significant risk.  

Medical cannabis has been protected against enforcement by enacted legislation from the United States Congress in 

the form of the Rohrabacher-Blumenauer Amendment, which prevents federal prosecutors from using federal funds 

to impede the implementation of medical cannabis laws enacted at the State-level, subject to the United States 

Congress restoring such funding. This amendment has historically been passed as an amendment to omnibus 

appropriations bills, which by their nature expire at the end of a fiscal year or other defined term. Subsequent to the 

issuance of the Sessions Memorandum on January 4, 2018, the United States Congress passed its omnibus 

appropriations bill, SJ 1662, which for the fourth consecutive year contained the Rohrabacher-Blumenauer 

Amendment language (referred to in 2018 as the Leahy Amendment) and continued the protections for the medical 

cannabis marketplace and its lawful participants from interference by the U.S. DOJ up and through the 2018 

appropriations deadline of September 30, 2018.  

The deadline passed, but the Rohrbacher-Leahy Amendment remained in effect by virtue of a continuing resolution 

under which the entire 2018 budget continued to operate.  Following the expiration of the continuing resolution on 

December 7, 2018, Congress failed to agree upon an appropriations bill, and the United States government entered a 

partial shutdown. The Rohrabacher-Leahy Amendment was no longer in effect during the partial shutdown. The 

partial shutdown ended on January 25, 2019 when the United States Congress passed an appropriations bill funding 

the United States government through February 15, 2019.  This temporary appropriations bill includes language 

similar to the Rohrabacher Leahy Amendment (now referred to as the “Joyce/Leahy Amendment”).  Given that the 
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current dispute between the United States House and the President of the United States is tied to funding security 

along the border with Mexico, it is likely the Joyce/Leahy Amendment language will be included in any further 

temporary appropriations bills that are signed into law. Notably, the Unites States House and Senate appropriations 

committees have included the Joyce/Leahy Amendment language in their base appropriations bill for fiscal year 

2019.  If the base bill is ultimately passed, the language will no longer be an “amendment,” and will be part of base 

appropriations. As explained above, the base appropriations bills are awaiting passage, and meanwhile the 

temporary appropriations bill containing the Joyce/Leahy Amendment continues to be in force until February 15, 

2019.  While it is possible that the United States government will re-enter a partial shutdown when funding under 

the current temporary appropriations bill ends, it is not expected that the U.S. Department of Justice will act contrary 

to the Joyce/Leahy Amendment language. However, this would be subject to change until passage of new 

Joyce/Leahy Amendment language, or passage of the fiscal year 2019 base appropriations bill which includes the 

Joyce/Leahy Amendment language. Notably, such Amendments have always applied only to medical cannabis 

programs, and have no effect on pursuit of recreational cannabis activities. 

Should the Joyce/Leahy Amendments language not be included, there can be no assurance that the federal 

government will not seek to prosecute cases involving medical cannabis businesses that are otherwise compliant 

with State law. Such potential proceedings could involve significant restrictions being imposed upon CSAC or third 

parties, while diverting the attention of key executives. Such proceedings could have a material adverse effect on 

CSAC, even if such proceedings were concluded successfully in favour of CSAC. 

Violations of any federal laws and regulations could result in significant fines, penalties, administrative sanctions, 

convictions or settlements arising from civil proceedings conducted by either the federal government or private 

citizens, or criminal charges, including, but not limited to, disgorgement of profits, cessation of business activities or 

divestiture. This could have a material adverse effect on CSAC, including its reputation and ability to conduct 

business, its holding (directly or indirectly) of medical and adult-use cannabis licenses in the United States, its 

financial position, operating results, profitability or liquidity or the market price of its publicly-traded shares. In 

addition, it will be difficult for CSAC to estimate the time or resources that would be needed for the investigation of 

any such matters or its final resolution because, in part, the time and resources that may be needed are dependent on 

the nature and extent of any information requested by the applicable authorities involved, and such time or resources 

could be substantial. 

The City of Henderson, Nevada, currently prohibits public company ownership of cannabis businesses. 

CSAC may not be able to acquire LivFree’s City of Henderson operations or any interest therein. Pursuant to HMC 

4.116.030(B) and 4.118.030(B), certain persons are declared unqualified to hold a marijuana establishment license 

in the City of Henderson, including any publicly-traded company. The prohibition against issuance of a marijuana 

establishment business license is not limited to the direct licensee but extends to owners of such licensees including 

parent-companies. Under the HMC as currently written, a publicly-traded company would be denied issuance of a 

marijuana establishment business license in the City of Henderson. CSAC understands that the City of Henderson’s 

municipal code may be amended to allow public company ownership of cannabis operations located in the City of 

Henderson jurisdiction in the near-to-medium term, though no such amendments can be assured. As a result of the 

failure of a proposed licensee to obtain a local jurisdiction business license, the State enforcement agency (the 

Nevada Department of Taxation) may revoke the State-issued operating certificate / license of the marijuana 

establishment. Accordingly, unless the restrictions under the HMC are changed, CSAC will not be able to acquire 

LivFree’s City of Henderson operations or any interest therein.  

If other U.S cities, counties or localities have adopted or adopt similar legislation, this could limit CSAC’s ability to 

expand. 

U.S. border officials could deny entry of non-US citizens into the U.S. to employees of or investors in 

companies with cannabis operations in the United States and Canada. 

Because cannabis remains illegal under U.S. federal law, those employed at or investing in legal and licensed 

Canadian cannabis companies could face detention, denial of entry or lifetime bans from the U.S. for their business 

associations with U.S. cannabis businesses. Entry happens at the sole discretion of CBP officers on duty, and these 

officers have wide latitude to ask questions to determine the admissibility of a non-US citizen or foreign national. 

The government of Canada has started warning travelers on its website that previous use of cannabis, or any 
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substance prohibited by U.S. federal laws, could mean denial of entry to the U.S. Business or financial involvement 

in the legal cannabis industry in Canada or in the United States could also be reason enough for U.S. border guards 

to deny entry. On September 21, 2018, CBP released a statement outlining its current position with respect to 

enforcement of the laws of the United States. It stated that Canada’s legalization of cannabis will not change CBP 

enforcement of United States laws regarding controlled substances and because cannabis continues to be a 

controlled substance under United States law, working in or facilitating the proliferation of the legal marijuana 

industry in U.S. States where it is deemed legal or Canada may affect admissibility to the U.S. As a result, CBP has 

affirmed that, employees, directors, officers, managers and investors of companies involved in business activities 

related to cannabis in the U.S. or Canada (such as CSAC), who are not U.S. citizens face the risk of being barred 

from entry into the United States for life. On October 9, 2018, CBP released an additional statement regarding the 

admissibility of Canadian citizens working in the legal cannabis industry. CBP stated that a Canadian citizen 

working in or facilitating the proliferation of the legal cannabis industry in Canada coming into the U.S. for reasons 

unrelated to the cannabis industry will generally be admissible to the U.S.; however, if such person is found to be 

coming into the U.S. for reasons related to the cannabis industry, such person may be deemed inadmissible. 

The approach to the enforcement of cannabis laws may be subject to change or may not proceed as 

previously outlined. 

As a result of the conflicting views between State legislatures and the federal government regarding cannabis, 

investments in cannabis businesses in the U.S. are subject to inconsistent legislation and regulation. The response to 

this inconsistency was addressed in the Cole Memorandum addressed to all United States district attorneys 

acknowledging that notwithstanding the designation of cannabis as a controlled substance at the federal level in the 

United States, several States have enacted laws relating to cannabis for medical purposes. 

The Cole Memorandum outlined certain priorities for the U.S. DOJ relating to the prosecution of cannabis offenses. 

In particular, the Cole Memorandum noted that in jurisdictions that have enacted laws legalizing cannabis in some 

form and that have also implemented strong and effective regulatory and enforcement systems to control the 

cultivation, distribution, sale and possession of cannabis, conduct in compliance with those laws and regulations is 

less likely to be a priority at the federal level. Notably, however, the U.S. DOJ has never provided specific 

guidelines for what regulatory and enforcement systems it deems sufficient under the Cole Memorandum standard.  

In light of limited investigative and prosecutorial resources, the Cole Memorandum concluded that the U.S. DOJ 

should be focused on addressing only the most significant threats related to cannabis. States where medical cannabis 

had been legalized were not characterized as a high priority. In March 2017, then newly appointed Attorney General 

Jeff Sessions again noted limited federal resources and acknowledged that much of the Cole Memorandum had 

merit; however, he had previously stated that he did not believe it had been implemented effectively and, on January 

4, 2018, former Attorney General Jeff Sessions issued the Sessions Memorandum, which rescinded the Cole 

Memorandum. The Sessions Memorandum rescinded previous nationwide guidance specific to the prosecutorial 

authority of United States Attorneys relative to cannabis enforcement on the basis that they are unnecessary, given 

the well-established principles governing federal prosecution that are already in place.  Those principles are included 

in chapter 9.27.000 of the USAM and require federal prosecutors deciding which cases to prosecute to weigh all 

relevant considerations, including federal law enforcement priorities set by the Attorney General, the seriousness of 

the crime, the deterrent effect of criminal prosecution, and the cumulative impact of particular crimes on the 

community.   

As a result of the Sessions Memorandum, federal prosecutors are now free to utilize their prosecutorial discretion to 

decide whether to prosecute cannabis activities despite the existence of State-level laws that may be inconsistent 

with federal prohibitions. No direction was given to federal prosecutors in the Sessions Memorandum as to the 

priority they should ascribe to such cannabis activities, and resultantly it is uncertain how active U.S. federal 

prosecutors will be in relation to such activities. 

As discussed above, should the Rohrabacher-Leahy Amendment not be renewed, there can be no assurance that the 

federal government will not seek to prosecute cases involving medical cannabis businesses that are otherwise 

compliant with State law. 

Furthermore, the Sessions Memorandum did not discuss the treatment of medical cannabis by federal prosecutors. 

While dozens of U.S. attorneys from across the country have affirmed that their view of federal enforcement 



  

145 

priorities has not changed, there can be no assurances that such views are universally held or will continue in the 

near future. In California, at least one U.S. Attorney has made comments indicating a desire to enforce the 

Controlled Substances Act, stating that the Sessions Memorandum and the rescission of the Cole Memorandum 

“returns trust and local control to federal prosecutors” to enforce the Controlled Substances Act. These and other so 

called “enforcement hawks” in California or elsewhere may choose to enforce the Controlled Substances Act in 

accordance with federal policies prior to the issuance of the Cole Memorandum. As such, there can be no assurance 

that the federal government will not seek to prosecute cases involving cannabis businesses that are otherwise 

compliant with State law. Contrastingly, Andrew Lelling, the U.S. Attorney for the District of Massachusetts, issued 

a statement explaining that while marijuana is illegal under federal law, his “office’s resources […] are primarily 

focused on the opioid epidemic.”
39

 In this statement, U.S. Attorney Lelling also clarified that his marijuana 

enforcement efforts will be focused on overproduction, targeted sales to minors, and organized crime and interstate 

transportation of drug proceeds.  

On November 7, 2018, Mr. Sessions tendered his resignation as Attorney General at the request of President Donald 

Trump. Following Mr. Sessions’ resignation, Matthew Whitaker began serving as Acting United States Attorney 

General. It is unclear what impact, if any, Mr. Sessions’ resignation will have on U.S. federal government 

enforcement policy on marijuana. Mr. Whitaker has not taken a stance on prosecution of cannabis activities, and he 

is not expected to be more aggressive than Mr. Sessions. In any event, Mr. Whitaker’s appointment as acting 

Attorney General is temporary, and President Trump has nominated William Barr to take on the role. Mr. Barr is a 

former Attorney General under George H.W. Bush, with an anti-drug stance during his tenure.  During his Senate 

confirmation hearing, Mr. Barr stated that he disagrees with efforts by States to legalize marijuana, but won’t go 

after marijuana companies in states that legalized it under Obama administration policies.  He stated further that he 

would not upset settled expectations that have arisen as a result of the Cole Memorandum. Mr. Barr supported Mr. 

Sessions while Mr. Sessions ran the Department of Justice, and if confirmed by the Senate, he may take a similar 

approach to cannabis policy. 

Such potential proceedings could involve significant restrictions being imposed upon CSAC or third parties, while 

diverting the attention of key executives.  Such proceedings could have a material adverse effect on CSAC, as well 

as CSAC’s reputation, even if such proceedings were concluded successfully in favour of CSAC.  In the extreme 

case, such proceedings could ultimately involve the prosecution of key executives of CSAC or the seizure of 

corporate assets; however as of the date hereof, CSAC believes that proceedings of this nature are remote. 

There is no certainty as to how the U.S. DOJ, Federal Bureau of Investigation and other government agencies will 

handle cannabis matters in the future. There can be no assurances that the Trump administration would not change 

the current enforcement policy and decide to strongly enforce the federal laws. CSAC regularly monitors the 

activities of the current administration in this regard. 

CSAC may be subject to restricted access to banking services in the United States and Canada. 

In February 2014, FinCEN issued guidance through the FinCEN Memorandum (which is not law) with respect to 

financial institutions providing banking services to cannabis businesses. This guidance includes burdensome due 

diligence expectations and reporting requirements, and does not provide any safe harbors or legal defenses from 

examination or regulatory or criminal enforcement actions by the U.S. DOJ, FinCEN or other federal regulators. 

Thus, many banks and other financial institutions in the United States choose not to provide banking services to 

cannabis-related businesses or rely on this guidance, which can be amended or revoked at any time by the Trump 

administration. In addition to the foregoing, banks may refuse to process debit card payments, and credit card 

companies generally refuse to process credit card payments for cannabis-related businesses. As a result, CSAC may 

have limited or no access to banking or other financial services in the United States. The inability, or limitation of 

CSAC’s ability, to open and maintain bank accounts, obtain other banking services and/or accept credit card and 

debit card payments may make it difficult for CSAC to operate and conduct its business as planned or to operate 

efficiently. CSAC does not consider this to be a risk at the current time in Nevada.  

                                                           

39 Statement by U.S. Attorney Andrew Lelling Regarding the Legalization of Recreational Marijuana in Massachusetts (July 10, 

2018. Available at https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-lelling-regarding-legalization-

recreational-marijuana. 

https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-lelling-regarding-legalization-recreational-marijuana
https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-lelling-regarding-legalization-recreational-marijuana
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Additionally, Canadian banks may potentially refuse to provide banking services to companies engaged in U.S. 

cannabis activities while it is illegal under U.S. federal law. 

There are increasing numbers of high net worth individuals and family offices that have made meaningful 

investments in companies and businesses similar to the Target Businesses. Although there has been an increase in 

the amount of private financing available over the last several years, there is neither a broad nor deep pool of 

institutional capital that is available to cannabis license holders and license applicants. There can be no assurance 

that additional financing, if raised privately, will be available to CSAC when needed or on terms which are 

acceptable to CSAC. CSAC’s inability to raise financing to fund capital expenditures or acquisitions could limit its 

growth and may have a material adverse effect upon future profitability.  

The differing regulatory requirements across State jurisdictions may hinder or otherwise prevent CSAC 

from achieving economies of scale.  

Traditional rules of investing may prove to be imperfect in the cannabis industry.  For example, while it would be 

common for investment managers to purchase equity in companies in different States to reach economies of scale 

and to conduct business across State lines, such an investment thesis may not be feasible in the cannabis industry 

because of varying State-by-State legislation. Applicable regulations in many States may require advance disclosure 

of and approval of State regulators to accomplish an investment. As no two regulated markets in the cannabis 

industry are exactly the same, doing business across State lines may not be possible or commercially practicable. As 

a result, CSAC may be limited to identifying opportunities in individual States, which may have the effect of 

slowing the growth prospects of CSAC. 

Risk of legal, regulatory or other political change. 

The success of the business strategy of CSAC depends on the legality of the cannabis industry. The political 

environment surrounding the cannabis industry in general can be volatile and the regulatory framework remains in 

flux. To CSAC’s knowledge, some form of cannabis has been legalized in 33 States, the District of Columbia, and 

the territories of Guam and Puerto Rico as of January 2019; however, the risk remains that a shift in the regulatory 

or political realm could occur and have a drastic impact on the industry as a whole, adversely impacting CSAC’s 

business, results of operations, financial condition or prospects. 

Delays in enactment of new State or federal regulations could restrict the ability of CSAC to reach strategic growth 

targets. The growth strategy of CSAC is contingent upon certain federal and State regulations being enacted to 

facilitate the legalization of medical and adult-use marijuana. If such regulations are not enacted, or enacted but 

subsequently repealed or amended, or enacted with prolonged phase-in periods, the growth targets of CSAC could 

be negatively impacted, and thus, the effect on the return of investor capital, could be detrimental. 

CSAC is unable to predict with certainty when and how the outcome of these complex regulatory and legislative 

proceedings will affect its business and growth. 

Further, there is no guarantee that State laws legalizing and regulating the sale and use of cannabis will not be 

repealed or overturned, or that local governmental authorities will not limit the applicability of State laws within 

their respective jurisdictions, including prohibiting ownership of cannabis businesses by public companies. If the 

federal government begins to enforce federal laws relating to cannabis in States where the sale and use of cannabis is 

currently legal, or if existing applicable State laws are repealed or curtailed, CSAC’s business, results of operations, 

financial condition and prospects would be materially adversely affected. It is also important to note that local and 

city ordinances may strictly limit and/or restrict disbursement of marijuana in a manner that will make it extremely 

difficult or impossible to transact business in that jurisdiction, which may adversely affect CSAC’s continued 

operations. Federal actions against individuals or entities engaged in the cannabis industry or a repeal of applicable 

marijuana legislation could adversely affect CSAC and its business, results of operations, financial condition and 

prospects. 

CSAC is also aware that multiple States are considering special taxes or fees on businesses in the cannabis industry. 

It is a potential yet unknown risk at this time that other States are in the process of reviewing such additional fees 

and taxation. Should such special taxes or fees be adopted, this could have a material adverse effect upon CSAC’s 

business, results of operations, financial condition or prospects. 
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Overall, the medical and adult-use cannabis industry is subject to significant regulatory change at both the State and 

federal level. For instance, in Massachusetts, the State’s Department of Public Health recently transferred the 

medical cannabis program, which it has been regulating since 2013, to the Cannabis Control Commission (the 

current regulator of the State’s adult-use cannabis program).  The inability of CSAC to respond to the changing 

regulatory landscape may cause it to not be successful in capturing significant market share and could otherwise 

harm its business, results of operations, financial condition or prospects. 

The cannabis industry is a new industry that may not succeed. 

Should the U.S. federal government change course and decide to prosecute those dealing in medical or adult-use 

cannabis under applicable law, there may not be any market for CSAC’s products and services. It is a new industry 

subject to extensive regulation, and there can be no assurance that it will grow, flourish or continue to the extent 

necessary to permit CSAC to succeed. CSAC is treating the cannabis industry as a deregulating industry with 

significant unsatisfied demand for its proposed products and will adjust its future operations, product mix and 

market strategy as the industry develops and matures. 

CSAC’s operations in the U.S. cannabis market may become the subject of heightened scrutiny. 

For the reasons set forth above, CSAC’s existing operations in the U.S., and any future operations or investments, 

may become the subject of heightened scrutiny by regulators, stock exchanges and other authorities in Canada and 

the U.S. As a result, CSAC may be subject to significant direct and indirect interaction with public officials. There 

can be no assurance that this heightened scrutiny will not in turn lead to the imposition of certain restrictions on 

CSAC’s ability to operate or invest in the U.S. or any other jurisdiction, in addition to those described herein.  

Given the heightened risk profile associated with cannabis in the U.S., CDS may implement procedures or protocols 

that would prohibit or significantly curtail the ability of CDS to settle trades for cannabis companies that have 

cannabis businesses or assets in the U.S. On February 8, 2018, following discussions with the Canadian Securities 

Administrators and recognized Canadian securities exchanges, the TMX Group announced the signing of a 

Memorandum of Understanding (“TMX MOU”) with the NEO Exchange, the Canadian Stock Exchange, the 

Toronto Stock Exchange, and the TSX Venture Exchange. The TMX MOU outlines the parties’ understanding of 

Canada’s regulatory framework applicable to the rules, procedures, and regulatory oversight of the exchanges and 

CDS as it relates to issuers with cannabis-related activities in the U.S. The TMX MOU confirms, with respect to the 

clearing of listed securities, that CDS relies on the exchanges to review the conduct of listed issuers. As a result, 

there is no CDS ban on the clearing of securities of issuers with cannabis-related activities in the U.S. However, 

there can be no guarantee that this approach to regulation will continue in the future. If such a ban were to be 

implemented, it would have a material adverse effect on the ability of holders of Subordinate Voting Shares to make 

and settle trades. In particular, Subordinate Voting Shares would become highly illiquid as until an alternative was 

implemented, investors would have no ability to effect a trade of Subordinate Voting Shares through the facilities of 

a stock exchange.  

In light of the political and regulatory uncertainty surrounding the treatment of U.S. cannabis-related activities, 

including the rescission of the Cole Memorandum discussed above, on February 8, 2018, the Canadian Securities 

Administrators revised their previously released Staff Notice – 51-352 Issuers with U.S. Marijuana-Related 

Activities setting out their disclosure expectations for specific risks facing issuers with cannabis-related activities in 

the U.S. The Staff Notice confirms that a disclosure-based approach remains appropriate for issuers with U.S. 

cannabis-related activities. The Staff Notice includes additional disclosure expectations that apply to all issuers with 

U.S. cannabis-related activities, including those with direct and indirect involvement in the cultivation and 

distribution of cannabis, as well as issuers that provide goods and services to third parties involved in the U.S. 

cannabis industry. CSAC views the Staff Notice favourably, as it provides increased transparency and greater 

certainty regarding the views of its exchange and its regulator of existing operations and strategic business plan as 

well as CSAC’s ability to pursue further investment and opportunities in CSAC. 

Government policy changes or public opinion may also result in a significant influence over the regulation of the 

cannabis industry in Canada, the U.S. or elsewhere. A negative shift in the public’s perception of medical and/or 

adult-use cannabis in the U.S. or any other applicable jurisdiction could affect future legislation or regulation. 

Among other things, such a shift could cause State jurisdictions to abandon initiatives or proposals to legalize 

medical and/or adult-use cannabis, thereby limiting the number of new State jurisdictions into which CSAC could 
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expand. Any inability to fully implement CSAC’s expansion strategy may result in a material adverse effect on 

CSAC’s business, financial condition, results of operations or prospects.  

Regulatory scrutiny of CSAC’s industry may negatively impact its ability to raise additional capital.  

CSAC’s business activities rely on newly established and/or developing laws and regulations in the various States in 

which CSAC operates. These laws and regulations are rapidly evolving and subject to change with minimal notice. 

Regulatory changes may adversely affect CSAC’s profitability or cause it to cease operations entirely. The cannabis 

industry may come under the scrutiny or further scrutiny by the U.S. Food and Drug Administration (“FDA”), 

Securities and Exchange Commission, the U.S. DOJ, the Financial Industry Regulatory Advisory or other federal, 

State or non-governmental regulatory authorities or self-regulatory organizations that supervise or regulate the 

production, distribution, sale or use of cannabis for medical and/or adult-use purposes in the U.S. It is impossible to 

determine the extent of the impact of any new laws, regulations or initiatives that may be proposed, or whether any 

proposals will become law. The regulatory uncertainty surrounding CSAC’s industry may adversely affect the 

business and operations of CSAC, including without limitation, the costs to remain compliant with applicable laws 

and the impairment of its ability to raise additional capital, create a public trading market in the U.S. for securities of 

CSAC or to find a suitable acquirer, which could reduce, delay or eliminate any return on investment in CSAC. 

CSAC’s investments in the U.S. are subject to applicable anti-money laundering laws and regulations. 

Because the manufacture, distribution, and dispensation of cannabis remains illegal under the Substances Act, banks 

and other financial institutions providing services to cannabis-related businesses risk violation of federal anti-money 

laundering statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-remitter statute (18 U.S.C. § 1960) and the 

U.S. Bank Secrecy Act, as amended by Title III of the Uniting and Strengthening America by Providing Appropriate 

Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), the Proceeds of Crime 

(Money Laundering) and Terrorist Financing Act (Canada), as amended and the rules and regulations thereunder, 

the Criminal Code (Canada) and other related or similar rules, regulations or guidelines, issued, administered or 

enforced by governmental authorities in the United States and Canada. These statutes can impose criminal liability 

for engaging in certain financial and monetary transactions with the proceeds of a “specified unlawful activity” such 

as distributing controlled substances which are illegal under U.S. federal law, including cannabis, and for failing to 

identify or report financial transactions that involve the proceeds of cannabis-related violations of the Substances 

Act. As a result, a majority of the United States’ banks and financial institutions have refused to open bank accounts 

for the deposit of funds from businesses involved with the cannabis industry. Others have agreed to accept deposits 

from medical cannabis sales, but not recreational cannabis sales. The inability to open bank accounts with certain 

institutions could materially and adversely affect the business of CSAC. See “Cannabis Market Overview – Legal 

and Regulatory Matters – United States Federal Overview” and “Risk Factors – CSAC may be subject to restricted 

access to banking in the United States and Canada”. 

In February 2014, the U.S. Department of the Treasury’s Financial Crimes Enforcement Network issued the 

FinCEN Memorandum providing instructions to banks seeking to provide services to cannabis-related businesses. 

The FinCEN Memorandum states that in some circumstances, it is permissible for banks to provide services to 

cannabis-related businesses without risking prosecution for violation of federal money laundering laws. It refers to 

supplementary guidance that Deputy Attorney General Cole issued to federal prosecutors in the 2014 Cole 

Memorandum relating to the prosecution of money laundering offenses predicated on cannabis-related violations of 

the Substances Act. It is unclear at this time whether the current administration will follow the guidelines of the 

FinCEN Memorandum. 

In the event that any of CSAC’s or the Target Businesses’ operations, or any proceeds thereof, any dividends or 

distributions therefrom, or any profits or revenues accruing from such operations in the U.S. were found to be in 

violation of money laundering legislation or otherwise, such transactions may be viewed as proceeds of crime under 

one or more of the statutes noted above or any other applicable legislation. This could restrict or otherwise 

jeopardize the ability of CSAC to declare or pay dividends, effect other distributions or subsequently repatriate such 

funds back to Canada. Furthermore, while CSAC has no current intention to declare or pay dividends on the 

Subordinate Voting Shares in the foreseeable future, in the event that a determination was made that CSAC’s 

proceeds from operations (or any future operations or investments in the U.S.) could reasonably be shown to 

constitute proceeds of crime, CSAC may decide or be required to suspend declaring or paying dividends without 

advance notice and for an indefinite period of time. 
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Any re-classification of cannabis or changes in U.S. controlled substance laws and regulations may affect 

CSAC’s business. 

If cannabis and/or CBD is re-categorized as a Schedule II or lower controlled substance, the ability to conduct 

research on the medical benefits of cannabis would most likely be simpler and more accessible; however, if cannabis 

is re-categorized as a Schedule II or other controlled substance, the resulting re-classification would result in the 

requirement for FDA approval if medical claims are made for CSAC’s products such as medical cannabis. As a 

result, the manufacture, importation, exportation, domestic distribution, storage, sale and use of such products may 

be subject to a significant degree of regulation by the Drug Enforcement Administration (“DEA”). In that case, 

CSAC may be required to be registered (licensed) to perform these activities and have the security, control, 

recordkeeping, reporting and inventory mechanisms required by the DEA to prevent drug loss and diversion. 

Obtaining the necessary registrations may result in delay of the manufacturing or distribution of CSAC’s anticipated 

products. The DEA conducts periodic inspections of certain registered establishments that handle controlled 

substances. Failure to maintain compliance could have a material adverse effect on CSAC’s business, financial 

condition and results of operations. The DEA may seek civil penalties, refuse to renew necessary registrations, or 

initiate proceedings to restrict, suspend or revoke those registrations. In certain circumstances, violations could lead 

to criminal proceedings. 

The availability of favourable locations may be severely restricted. 

In Massachusetts and other States, the local municipality has authority to choose where any cannabis establishment 

will be located.  These authorized areas are frequently removed from other retail operations. 

Because the cannabis industry remains illegal under U.S. federal law, the disadvantaged tax status of businesses 

deriving their income from cannabis, and the reluctance of the banking industry to support cannabis businesses, it 

may be difficult for CSAC to locate and obtain the rights to operate at various preferred locations.  Property owners 

may violate their mortgages by leasing to CSAC, and those property owners that are willing to allow use of their 

facilities may require payment of above fair market value rents to reflect the scarcity of such locations and the risks 

and costs of providing such facilities. 

Business Structure Risks 

Unpredictability caused by CSAC’s capital structure. 

 

Although other Canadian-based companies have dual class or multiple voting share structures, given the 

concentration of voting control that will be held indirectly by the CSAC Founders by virtue of their Multiple Voting 

Shares, CSAC is not able to predict whether this control will result in a lower trading price for or greater fluctuations 

in the trading price of the Subordinate Voting Shares or will result in adverse publicity to CSAC or other adverse 

consequences. 

CSAC’s dual-class structure will have the effect of concentrating voting control and the ability to influence 

corporate matters with the CSAC Founders. 

The Multiple Voting Shares will have 25 votes per share, whereas the Subordinate Voting Shares are expected to 

have one vote per share. Following the Transaction until the expiry of the five-year sunset period, Mercer Park CB, 

L.P. will hold approximately 86.83% of the voting power of the outstanding voting shares of CSAC (and 

approximately 72.28% on a Diluted Basis, assuming all of the CSAC Founders exercise their one-time conversion 

right of their existing CSAC Class B Shares on a one-for-one basis into Multiple Voting Shares and assuming the 

Warrants are not determined to be “out of the money” by the Resulting Issuer Board) and would therefore have 

significant influence over the management and affairs of CSAC and over all matters requiring shareholder approval, 

including the election of directors and significant corporate transactions. In addition, because of the 25-to-1 voting 

ratio between the Multiple Voting Shares and Subordinate Voting Shares, the holders of Multiple Voting Shares will 

control a majority of the combined voting power of CSAC’s voting shares even though the Multiple Voting Shares 

will represent a substantially reduced percentage of the total outstanding shares of CSAC. The concentrated voting 

control of the holders of Multiple Voting Shares will limit the ability of the holders of Subordinate Voting Shares to 

influence corporate matters for the foreseeable future, including the election of directors as well as with respect to 

CSAC’s decisions to amend its share capital, create and issue additional classes of shares, make significant 
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acquisitions, sell significant assets or parts of its business, merge with other companies and/or undertake other 

significant transactions. As a result, holders of Multiple Voting Shares will have the ability to influence or control 

many matters affecting CSAC and actions may be taken that the holders of Subordinate Voting Shares may not view 

as beneficial. The market price of the Subordinate Voting Shares could be adversely affected due to the significant 

influence and voting power of the holders of Multiple Voting Shares. Additionally, the significant voting interest of 

the holders of Multiple Voting Shares could discourage transactions involving a change of control, including 

transactions in which an investor, as a holder of the Subordinate Voting Shares, might otherwise receive a premium 

for the Subordinate Voting Shares over the then-current market price, or discourage competing proposals if a going 

private transaction is proposed by one or more holders of Multiple Voting Shares. See “Description of the Securities 

– Multiple Voting Share / Subordinate Voting Share Structure – Multiple Voting Shares”. 

General Regulatory and Legal Risks 

CSAC may be subject to the risk of civil asset forfeiture. 

Because the cannabis industry remains illegal under U.S. federal law, any property owned by participants in the 

cannabis industry which are either used in the course of conducting such business, or are the proceeds of such 

business, could be subject to seizure by law enforcement and subsequent civil asset forfeiture. Even if the owner of 

the property were never charged with a crime, the property in question could still be seized and subject to an 

administrative proceeding by which, with minimal due process, it could be subject to forfeiture. 

CSAC may lack access to U.S. bankruptcy protections. 

Because the use of cannabis is illegal under U.S. federal law, many courts have denied cannabis businesses 

bankruptcy protections, thus making it very difficult for lenders to recoup their investments in the cannabis industry 

in the event of a bankruptcy. If CSAC or the Target Businesses were to experience a bankruptcy, there is no 

guarantee that U.S. federal bankruptcy protections would be available to CSAC’s U.S. operations, which could have 

a material adverse effect on CSAC. 

CSAC Shareholders will only have limited and indirect recourse against the vendors of the Target Businesses. 

CSAC Shareholders will not have a direct statutory right or any other rights against the vendors of the Target 

Businesses. The sole remedy of the investors against such vendors will be through CSAC bringing an action for a 

breach of the representations and warranties contained in the applicable Definitive Agreement(s). While CSAC is 

indemnified for breaches of representations and warranties contained in the Definitive Agreements, recourse for 

such breaches may be limited due to qualifications related to knowledge of the vendors of the Target Businesses, 

contractual and time limits on recourse under applicable laws and the ability of the vendors of the Target Businesses 

to satisfy third-party claims. The inability to recover fully any significant liabilities incurred with respect to breaches 

of representations and warranties under the Definitive Agreements may have a material adverse effect on CSAC. In 

addition, each Target Business vendor has made representations to CSAC as to the disclosure in this prospectus 

constituting full, true and plain disclosure of all material facts related to such vendor’s Target Business only, and 

that this prospectus does not contain a misrepresentation with respect to information in respect of such vendor’s 

Target Business only. Accordingly, the vendors of the Target Businesses will only have limited and indirect liability 

to CSAC Shareholders if the disclosure in this prospectus relating to their respective Target Business does not meet 

such standard or contains a misrepresentation. 

CSAC may be subject to the risk of an inability to enforce its contracts. 

It is a fundamental principle of law that a contract will not be enforced if it involves a violation of law or public 

policy. Because cannabis remains illegal at a federal level, judges in multiple States have on a number of occasions 

refused to enforce contracts for the repayment of money when the loan was used in connection with activities that 

violate federal law, even if there is no violation of State law. There remains doubt and uncertainty that CSAC will be 

able to legally enforce contracts it enters into if necessary. CSAC cannot be assured that it will have a remedy for 

breach of contract, which would have a material adverse effect on CSAC. 
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CSAC may be subject to the risk of changes in Canadian laws or regulations, or a failure to comply with any 

such laws and regulations. 

CSAC is subject to laws and regulations enacted by the federal and provincial governments of Canada. In particular, 

CSAC will be required to comply with certain Canadian securities law, income tax law and the NEO Exchange and 

other legal and regulatory requirements. Compliance with, and monitoring of, applicable laws and regulations may 

be difficult, time consuming and costly. Those laws and regulations and their interpretation and application also may 

change from time to time and those changes could have a material adverse effect on CSAC’s business, investments 

and results of operations. In addition, a failure to comply with applicable laws or regulations, as interpreted and 

applied, could result in a material adverse effect on CSAC’s business, financial condition, results of operations or 

prospects. 

CSAC is subject to general regulatory and licensing risks. 

The Target Businesses are subject to a variety of laws, regulations and guidelines relating to the manufacture, 

management, transportation, storage and disposal of marijuana, including laws and regulations relating to health and 

safety, the conduct of operations and the protection of the environment. Achievement of CSAC’s business objectives 

is contingent, in part, upon compliance with applicable regulatory requirements and obtaining all requisite 

regulatory approvals. Changes to such laws, regulations and guidelines due to matters beyond the control of CSAC 

may result in a material adverse effect on CSAC’s business, financial condition, results of operations or prospects. 

The Target Businesses are required to obtain or renew further government permits and licenses for its current and 

contemplated operations. Obtaining, amending or renewing the necessary governmental permits and licenses can be 

a time-consuming process potentially involving numerous regulatory agencies, public hearings and costly 

undertakings on the Target Businesses’ part. The duration and success of the Target Businesses’ efforts to obtain, 

amend and renew permits and licenses are contingent upon many variables not within its control, including the 

interpretation of applicable requirements implemented by the relevant permitting or licensing authority. The Target 

Businesses may not be able to obtain, amend or renew permits or licenses that are necessary to its operations or to 

achieve the growth of its business. Any unexpected delays or costs associated with the permitting and licensing 

process could impede the ongoing or proposed operations of the Target Businesses. To the extent necessary, permits 

or licenses are not obtained, amended or renewed, or are subsequently suspended or revoked, the Target Businesses 

may be curtailed or prohibited from proceeding with ongoing operations or planned development and 

commercialization activities. Such curtailment or prohibition may result in a material adverse effect on CSAC’s 

business, financial condition, results of operations or prospects. 

Several of the licenses held by the Target Businesses are subject to renewal on an annual or periodic basis; however, 

they are generally renewed, as a matter of course, if the license holder continues to operate in compliance with 

applicable legislation and regulations and without any material change to its operations. For example, 

Massachusetts’ medical and adult-use cannabis programs each require annual renewal of registrations. These 

renewals are contingent upon the registration holder’s past and continued ability to meet the statutory and regulatory 

requirements of the given program. Compliance personnel of each of the Target Businesses check renewal dates for 

licenses to seek to ensure that licenses are renewed as and when required. Following closing of the Transaction, 

CSAC intends to implement an additional centralized review of such renewal process. 

While CSAC believes that the Target Businesses’ compliance controls have been developed to mitigate the risk of 

any violations of any licenses they hold arising, there is no assurance that the Target Businesses’ licenses will be 

renewed by each applicable regulatory authority in the future in a timely manner. Any unexpected delays or costs 

associated with the licensing renewal process for any of the licenses held by the Target Businesses could impede the 

ongoing or planned operations of the Target Businesses and have a material adverse effect on CSAC’s business, 

financial condition, results of operations or prospects. 

CSAC or the Target Businesses may become involved in a number of government or agency proceedings, 

investigations and audits. The outcome of any regulatory or agency proceedings, investigations, audits, and other 

contingencies could harm CSAC’s or the Target Businesses’ reputation, require CSAC or the Target Businesses to 

take, or refrain from taking, actions that could harm its operations or require CSAC or the Target Businesses to pay 

substantial amounts of money, harming its financial condition. There can be no assurance that any pending or future 

regulatory or agency proceedings, investigations and audits will not result in substantial costs or a diversion of 
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management’s attention and resources or have a material adverse impact on CSAC’s business, financial condition, 

results of operations or prospects. 

Nevada Regulatory Regime and Transfer and Grant of Licenses 

The business and activities of CSAC are heavily regulated in Nevada. CSAC’s operations are subject to various 

laws, regulations and guidelines by governmental authorities, relating to the manufacture, marketing, management, 

transportation, storage, sale, pricing and disposal of medical marijuana and cannabis oil, and also including laws and 

regulations relating to health and safety, insurance coverage, the conduct of operations and the protection of the 

environment. Laws and regulations, applied generally, grant the Nevada Taxation Department and self-regulatory 

bodies broad administrative discretion over the activities of CSAC in Nevada, including the power to limit or restrict 

business activities as well as impose additional disclosure requirements on CSAC’s products and services. 

Achievement of CSAC’s business objectives is contingent, in part, upon compliance with regulatory requirements 

enacted by the Nevada Taxation Department and other governmental authorities and obtaining all regulatory 

approvals from the Nevada Taxation Department and other governmental authorities, where necessary, for the sale 

of its cannabis products. Similarly, CSAC cannot predict the time required to secure all appropriate regulatory 

approvals for its licenses, including the transfer of licenses and/or the grant of new licenses in Nevada, or the extent 

of testing and documentation that may be required by governmental authorities. Any delays in obtaining, or failure 

to obtain regulatory approvals or licenses, including the transfer of licenses and/or the grant of new licenses in 

Nevada, would significantly delay the development of markets and products and could have a material adverse 

effect on the business, results of operations and financial condition of CSAC. 

CSAC will incur ongoing costs and obligations related to regulatory compliance and obtaining new licenses. Failure 

to comply with regulations may lead to possible sanctions including the revocation or imposition of additional 

conditions on licenses to operate CSAC’s business, the suspension or expulsion from the Nevada cannabis market or 

of its key personnel, and the imposition of fines and censures. In addition, changes in regulations, more vigorous 

enforcement thereof or other unanticipated events could require extensive changes to CSAC’s operations, increased 

compliance costs or give rise to material liabilities, which could have a material adverse effect on the business, 

results of operations and financial condition of CSAC. 

As well, the acquisitions of the Target Businesses in Nevada are currently proposed to be completed in two phases. 

The subsequent phase is currently anticipated to take from 90 to 120 days following the Effective Date to complete. 

See “Notice to Readers”.  

Limitations on ownership of licenses. 

In certain States, the cannabis laws and regulations limit not only the number of cannabis licenses issued, but also 

the number of cannabis licenses that one person may own.  For example, in Massachusetts, no person may have an 

ownership interest, or control over, more than three medical licenses or three adult-use licenses in any category – for 

example, cultivation, product manufacturing, transport or retail. CSAC believes that, where such restrictions apply, 

it may still capture significant share of revenue in the market through the provision of management or support 

services and similar arrangements with other operators. Nevertheless, such limitations on the acquisition of 

ownership of additional licenses within certain States may limit CSAC’s ability to grow organically or to increase its 

market share in such States. 

Regulatory action and approvals from the Food and Drug Administration . 

The Target Businesses’ cannabis-based products are supplied to patients diagnosed with certain medical conditions. 

However, the Target Businesses’ cannabis-based products are not approved by the FDA as “drugs” or for the 

diagnosis, cure, mitigation, treatment, or prevention of any disease. Accordingly, the FDA may regard any 

promotion of the cannabis-based products as the promotion of an unapproved drug in violation of the Food, Drug 

and Cosmetic Act (“FDCA”).  

In recent years, the FDA has issued letters to a number of companies selling products that contain CBD oil derived 

from hemp warning them that the marketing of their products violates the FDCA. FDA enforcement action against 

the Target Businesses could result in a number of negative consequences, including fines, disgorgement of profits, 

recalls or seizures of products, or a partial or total suspension of the Target Businesses’ production or distribution of 
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its products. Any such event could have a material adverse effect on CSAC’s business, prospects, financial 

condition, and operating results. 

Risks related to the Qualifying Transaction. 

As part of the Transaction, it is contemplated that CSAC will complete the acquisition of the Target Businesses 

subject to various closing conditions in respect of each of the acquisitions pursuant to the Transaction. However, 

CSAC has no control over whether or not the conditions will be met and there can be no assurance that all 

conditions will be satisfied or waived or that all of such acquisitions will be consummated. CSAC may proceed to 

complete less than all of such acquisitions. There is no assurance that all or any of the acquisitions of the Target 

Businesses will be completed or, if completed, will be on terms that are exactly the same as disclosed in this 

prospectus. 

If any or all of the acquisitions of the Target Businesses do not take place as contemplated, CSAC expects to use the 

funds intended for such transactions to fund future acquisitions and for general corporate purposes. If less than all of 

such acquisitions are completed, CSAC may not realize the benefits described in this prospectus and could suffer 

adverse consequences, including loss of investor confidence. The price of the Subordinate Voting Shares may 

decline to the extent that the relevant current market price reflects a market assumption that such acquisitions will be 

consummated and certain costs related to the acquisitions pursuant to the Transaction such as legal, accounting and 

consulting fees, must be paid even if all acquisitions pursuant to the Transaction are not completed. CSAC may be 

unable to identify other investments offering financial returns comparable to those pursuant to the acquisition of the 

Target Businesses.   

Business Risks Related to the Cannabis Industry 

Scientific research related to the benefits of marijuana remains in early stages, is subject to a number of 

important assumptions and may prove to be inaccurate. 

Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, efficacy and 

dosing of cannabis or isolated cannabinoids remains in early stages. To CSAC’s knowledge, there have been 

relatively few clinical trials on the benefits of cannabis or isolated cannabinoids. Any statements made in this 

prospectus concerning the potential medical benefits of cannabinoids are based on published articles and reports. As 

a result, any statements made in this prospectus are subject to the experimental parameters, qualifications, 

assumptions and limitations in the studies that have been completed. 

Although CSAC believes that the articles and reports, and details of research studies and clinical trials that are 

publicly available reasonably support its beliefs regarding the medical benefits, viability, safety, efficacy and dosing 

of cannabis, future research and clinical trials may prove such statements to be incorrect, or could raise concerns 

regarding and perceptions relating to cannabis. Given these risks, uncertainties and assumptions, prospective and 

current Resulting Issuer Shareholders should not place undue reliance on such articles and reports. Future research 

studies and clinical trials may draw opposing conclusions to those stated in this prospectus or reach negative 

conclusions regarding the viability, safety, efficacy, dosing, social acceptance or other facts and perceptions related 

to medical cannabis, which may result in a material adverse effect on CSAC’s business, financial condition, results 

of operations or prospects. 

Competition in the cannabis industry is intense and increased competition by larger and better-financed 

competitors could materially and adversely affect the business, financial condition and results of operations 

of CSAC. 

CSAC expects to face intense competition in the cannabis industry, some of which can be expected to come from 

companies with longer operating histories and more financial resources, manufacturing and marketing experience 

than CSAC. In addition, there is potential that the cannabis industry will undergo consolidation, creating larger 

companies with financial resources, manufacturing and marketing capabilities, and products that will be greater than 

those of CSAC. As a result of this competition, CSAC may be unable to maintain its operations or develop them as 

currently proposed on terms it considers to be acceptable or at all. Increased competition by larger, better-financed 

competitors with geographic advantages may result in a material adverse effect on CSAC’s business, financial 

condition, results of operations or prospects. 
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Negative publicity or consumer perception may affect the success of CSAC’s business.  

The success of the cannabis industry may be significantly influenced by the public’s perception of marijuana. Both 

the medical and adult-use of marijuana are controversial topics, and there is no guarantee that future scientific 

research, publicity, regulations, medical opinion and public opinion relating to marijuana will be favourable. The 

cannabis industry is an early-stage business that is constantly evolving with no guarantee of viability. The market for 

medical and adult-use marijuana is uncertain, and any adverse or negative publicity, scientific research, limiting 

regulations, medical opinion and public opinion (whether or not accurate or with merit) relating to the consumption 

of marijuana, whether in Canada, the U.S. or elsewhere, may have a material adverse effect on CSAC’s operational 

results, consumer base and financial results.  

Public perception can be significantly influenced by scientific research or findings, regulatory investigations, 

litigation, media attention and other publicity regarding the consumption of marijuana products. There can be no 

assurance that future scientific research or findings, regulatory investigations, litigation, media attention or other 

publicity will be favorable to the marijuana market or any particular product, or consistent with earlier publicity. 

Future research reports, findings, regulatory investigations, litigation, media attention or other publicity that are 

perceived as less favorable than, or that question, earlier research reports, findings or other publicity could have a 

material adverse effect on the demand for adult-use or medical marijuana and on the business, results of operations, 

financial condition, cash flows or prospects of CSAC.  

Further, adverse publicity reports or other media attention regarding the safety, efficacy and quality of marijuana in 

general, or associating the consumption of adult-use and medical marijuana with illness or other negative effects or 

events, could have such a material adverse effect. There is no assurance that such adverse publicity reports or other 

media attention will not arise. Among other things, a negative shift in the public’s perception of cannabis in the 

United States or any other applicable jurisdiction could cause State jurisdictions to abandon initiatives or proposals 

to legalize medical and/or adult-use cannabis, thereby limiting the number of new State jurisdictions into which 

CSAC could expand. Any inability to fully implement CSAC’s expansion strategy may have a material adverse 

effect on CSAC’s business, results of operations or prospects. 

Results of future clinical research may negatively impact the cannabis industry.  

Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, efficacy, dosing 

and social acceptance of cannabis or isolated cannabinoids (such as CBD and THC) remains in early stages. There 

have been relatively few clinical trials on the benefits of cannabis or isolated cannabinoids (such as CBD and THC) 

and future research and clinical trials may discredit the medical benefits, viability, safety, efficacy, and social 

acceptance of cannabis or could raise concerns regarding, and perceptions relating to, cannabis. Given these risks, 

uncertainties and assumptions, prospective purchasers of CSAC’s securities should not place undue reliance on such 

articles and reports. Future research studies and clinical trials may draw opposing conclusions to those stated in this 

prospectus or reach negative conclusions regarding the medical benefits, viability, safety, efficacy, dosing, social 

acceptance or other facts and perceptions related to cannabis, which could have a material adverse effect on the 

demand for CSAC’s products with the potential to lead to a material adverse effect on CSAC’s business, financial 

condition, results of operations or prospects. 

The cannabis industry is difficult to forecast. 

CSAC must rely largely on its own market research to forecast sales as detailed forecasts are not generally 

obtainable from other sources at this early stage of the cannabis industry. A failure in the demand for its products to 

materialize as a result of competition, technological change or other factors could have a material adverse effect on 

the business, results of operations, financial condition or prospects of CSAC. 

Reliable data on the medical and adult-use cannabis industry is not available. 

As a result of recent and ongoing regulatory and policy changes in the medical and adult-use cannabis industry, the 

market data available is limited and unreliable. Federal and State laws prevent widespread participation and hinder 

market research. Therefore, market research and projections by CSAC of estimated total retail sales, demographics, 

demand, and similar consumer research, are based on assumptions from limited and unreliable market data, and 

generally represent the personal opinions of CSAC’s management team as of the date of this Prospectus.  
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CSAC may be subject to the risk of constraints on marketing products. 

The development of CSAC’s business and operating results may be hindered by applicable restrictions on sales and 

marketing activities imposed by government regulatory bodies. The regulatory environment in the U.S. limits 

companies’ abilities to compete for market share in a manner similar to other industries. If CSAC is unable to 

effectively market its products and compete for market share, or if the costs of compliance with government 

legislation and regulation cannot be absorbed through increased selling prices for its products, CSAC’s sales and 

results of operations or prospects could be adversely affected. 

Risks Related to CSAC’s Business 

CSAC and each of the Target Businesses have a limited operating history. 

As a high-growth enterprise, CSAC (and each of the Target Businesses) does not have a history of profitability. As 

such CSAC has no immediate prospect of generating profit from its intended operations. CSAC is therefore subject 

to many of the risks common to early-stage enterprises, including under-capitalization, cash shortages, limitations 

with respect to personnel, financial, and other resources and lack of revenues. There is no assurance that CSAC will 

be successful in achieving a return on its shareholders’ investment and the likelihood of success must be considered 

in light of the early stage of operations. 

CSAC will be reliant on its management team. 

The success of CSAC is dependent upon the ability, expertise, judgment, discretion and good faith of its senior 

management. While employment agreements or management agreements are customarily used as a primary method 

of retaining the services of key employees, these agreements cannot assure the continued services of such 

employees. Any loss of the services of such individuals could have a material adverse effect on CSAC’s business, 

operating results, financial condition or prospects. 

News media have reported that U.S. immigration authorities have increased scrutiny of Canadian citizens who are 

crossing the U.S.-Canada border with respect to persons involved in cannabis businesses in the U.S. There have 

been a number of Canadians barred from entering the U.S. as a result of an investment in or act related to U.S. 

cannabis businesses. In some cases, entry has been barred for extended periods of time. CSAC employees traveling 

from Canada to the U.S. for the benefit of CSAC may encounter enhanced scrutiny by U.S. immigration authorities 

that may result in the employee not being permitted to enter the U.S. for a specified period of time. If this happens to 

CSAC employees, then this may reduce our ability to manage effectively our business in the U.S. 

Certain of CSAC’s officers and directors may now be, and all of them may in the future become, affiliated with 

entities engaged in business activities similar to those intended to be conducted by CSAC and, accordingly, may 

have conflicts of interest in allocating their time and determining to which entity a particular business opportunity 

should be presented. 

CSAC’s officers and directors also may become aware of business opportunities which may be appropriate for 

presentation to CSAC and the other entities to which they owe duties. In the course of their other business activities, 

CSAC’s officers and directors may owe similar or other duties, and may have obligations, to other entities or 

pursuant to other outside business arrangements, including seeking and presenting investment and business 

opportunities. Accordingly, they may have conflicts of interest in determining to which entity a particular business 

opportunity should be presented. These conflicts may not be resolved in our favour, as CSAC’s officers and 

directors are not required to present investment and business opportunities to CSAC in priority to other entities with 

which they are affiliated or to which they owe duties, and such conflicts may result in a material adverse effect on 

CSAC’s business, financial condition, results of operations or prospects. 

CSAC’s officers, directors, security holders and their respective affiliates and associates may have interests 

that conflict with CSAC’s interests. 

CSAC has not adopted a policy that expressly prohibits its directors, officers, security holders, affiliates or 

associates from having a direct or indirect financial interest in any investment to be acquired or disposed of by us or 

in any transaction to which CSAC is a party or has an interest. Such persons or entities may have a conflict between 
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their interests and ours, which may result in a material adverse effect on CSAC’s business, financial condition, 

results of operations or prospects. 

CSAC may be subject to the risk of competition from synthetic production and technological advances. 

The pharmaceutical industry may attempt to dominate the cannabis industry, and in particular, legal marijuana, 

through the development and distribution of synthetic products which emulate the effects and treatment of organic 

marijuana. If they are successful, the widespread popularity of such synthetic products could change the demand, 

volume and profitability of the cannabis industry. This could adversely affect the ability of CSAC to secure long-

term profitability and success through the sustainable and profitable operation of its business. There may be 

unknown additional regulatory fees and taxes that may be assessed in the future that may result in a material adverse 

effect on CSAC’s business, financial condition, results of operations or prospects 

CSAC may be subject to the risks associated with fraudulent or illegal activity by its employees, contractors 

and consultants. 

CSAC is exposed to the risk that its employees, independent contractors and consultants may engage in fraudulent 

or other illegal activity. Misconduct by these parties could include intentional, reckless and/or negligent conduct or 

disclosure of unauthorized activities to CSAC that violates: (i) government regulations; (ii) manufacturing standards; 

(iii) federal and provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the true, 

complete and accurate reporting of financial information or data. It may not always be possible for CSAC to identify 

and deter misconduct by its employees and other third parties, and the precautions taken by CSAC to detect and 

prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting 

CSAC from governmental investigations or other actions or lawsuits stemming from a failure to be in compliance 

with such laws or regulations. If any such actions are instituted against CSAC, and it is not successful in defending 

itself or asserting its rights, those actions could have a significant impact on CSAC’s business, including the 

imposition of civil, criminal and administrative penalties, damages, monetary fines, contractual damages, 

reputational harm, diminished profits and future earnings, and curtailment of CSAC’s operations, any of which 

could have a material adverse effect on CSAC’s business, financial condition, results of operations or prospects. 

CSAC may be subject to the risk associated with the contractual right of action. 

The contractual right of action to be provided to the original purchasers of each of the CSAC Class A Restricted 

Voting Shares, CSAC Warrants and CSAC Rights pursuant to the Transaction could expose CSAC to one or more 

actions for rescission or damages, and costs, following the Transaction if this prospectus contains or is alleged to 

have contained a misrepresentation. In addition, as CSAC will indemnify the other parties granting such rights, it 

could suffer additional expenses. CSAC may seek to mitigate its exposure through insurance. These contractual 

rights may result in a material adverse effect on CSAC’s business, financial condition, results of operations or 

prospects. See “Contractual Right of Action”. 

Certain events or developments in the cannabis industry more generally may impact CSAC’s reputation. 

Damage to CSAC’s reputation can be the result of the actual or perceived occurrence of any number of events, and 

could include any negative publicity, whether true or not. Cannabis has often been associated with various other 

narcotics, violence and criminal activities, the risk of which is that our business might attract negative publicity. 

There is also risk that the action(s) of other participants, companies and service providers in the cannabis industry 

may negatively affect the reputation of the industry as a whole and thereby negatively impact the reputation of 

CSAC. The increased usage of social media and other web-based tools used to generate, publish and discuss user-

generated content and to connect with other users has made it increasingly easier for individuals and groups to 

communicate and share opinions and views in regards to CSAC and its activities, whether true or not, and the 

cannabis industry in general, whether true or not. CSAC does not ultimately have direct control over how it or the 

cannabis industry is perceived by others. Reputation loss may result in decreased investor confidence, increased 

challenges in developing and maintaining community relations and an impediment to CSAC’s overall ability to 

advance its business strategy and realize on its growth prospects, thereby having a material adverse effect on 

CSAC’s business, financial condition, results of operations or prospects. 
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Third parties with whom CSAC may do business may perceive themselves as being exposed to reputational 

risk as a result of their relationship with CSAC. 

The parties with which CSAC may do business may perceive that they are exposed to reputational risk as a result of 

CSAC’s cannabis-related business activities. Failure to establish or maintain business relationships due to 

reputational risk arising in connection with the nature of CSAC’s business may result in a material adverse effect on 

CSAC’s business, financial condition, results of operations or prospects. 

CSAC may be subject to advertising and promotional risk in the event it cannot effectively implement a 

successful branding strategy.  

CSAC’s future growth and profitability may depend on the effectiveness and efficiency of advertising and 

promotional costs, including its ability to (i) create brand recognition for any products we may develop or sell; (ii) 

determine appropriate advertising strategies, messages and media; and (iii) maintain acceptable operating margins 

on such costs. There can be no assurance that advertising and promotional costs will result in revenues for CSAC’s 

business in the future, or will generate awareness for any of CSAC’s products. In addition, no assurance can be 

given that CSAC will be able to manage our advertising and promotional costs on a cost-effective basis. 

The cannabis industry in Canada, including both the medical and adult-use cannabis markets, is in its early 

development stage and restrictions on advertising, marketing and branding of cannabis companies and products by 

Health Canada, various medical associations, other governmental or quasi-governmental bodies or voluntary 

industry associations may adversely affect CSAC’s ability to conduct sales and marketing activities and to create 

brand recognition, and could potentially result in a material adverse effect on CSAC’s business, financial condition, 

results of operations or prospects. 

Certain of the Target Businesses are subject to product liability regimes and strict product recall 

requirements.  

Certain of the Target Businesses are distributors of products designed to be ingested by humans. Accordingly, 

CSAC faces the risk of exposure to product liability claims, regulatory action and litigation if any of its businesses’ 

products are alleged to have caused significant loss or injury. In addition, the sale of cannabis products involves the 

risk of injury to consumers due to tampering by unauthorized third parties or product contamination. Previously 

unknown adverse reactions resulting from human consumption of cannabis products alone or in combination with 

other medications or substances could occur. CSAC may be subject to various product liability claims, including, 

among others, that specific cannabis products caused injury or illness, or include inadequate warnings concerning 

possible side effects or interactions with other substances. A product liability claim or regulatory action against 

CSAC could result in increased costs, could adversely affect our reputation with CSAC’s clients and consumers 

generally, and may result in a material adverse effect on CSAC’s business, financial condition, results of operations 

or prospects. 

In addition, manufacturers and distributors of products are sometimes subject to the recall or return of their products 

for a variety of reasons, including product defects, such as contamination, unintended harmful side effects or 

interactions with other substances, packaging safety and inadequate or inaccurate labelling disclosure. To the extent 

any products are recalled due to an alleged product defect or for any other reason, CSAC could be required to incur 

the unexpected expense of the recall and any legal proceedings that might arise in connection with the recall. CSAC 

may lose a significant amount of sales and may not be able to replace those sales at an acceptable margin or at all. In 

addition, a product recall may require significant management attention.  Moreover, a recall for any of the foregoing 

reasons could lead to decreased demand and could have a material adverse effect on CSAC. Product recalls may 

lead to increased scrutiny of operations by applicable regulatory agencies, requiring further management attention 

and potential legal fees and other expenses. 

CSAC may not be able to successfully develop new products or find a market for their sale.  

The cannabis industry is in its early stages of development and CSAC, and its competitors, may seek to introduce 

new products in the future. In attempting to keep pace with any new market developments, CSAC may need to 

expend significant amounts of capital in order to successfully develop and generate revenues from new products 

introduced by CSAC. CSAC may also be required to obtain additional regulatory approvals from Health Canada and 
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any other applicable regulatory authorities, which may take significant amounts of time. CSAC may not be 

successful in developing effective and safe new products, bringing such products to market in time to be effectively 

commercialized, or obtaining any required regulatory approvals, which, together with any capital expenditures made 

in the course of such product development and regulatory approval processes, may result in a material adverse effect 

on CSAC’s business, financial condition, results of operations or prospects. 

CSAC will be reliant on third-party suppliers, manufacturers and contractors. 

CSAC intends to maintain a full supply chain for the provision of products and services to the regulated cannabis 

industry. Due to the uncertain regulatory landscape for regulating cannabis in Canada and the U.S., CSAC’s third-

party suppliers, manufacturers and contractors may elect, at any time, to decline or withdraw services necessary for 

CSAC’s operations. Loss of these suppliers, manufacturers and contractors may result in a material adverse effect on 

CSAC’s business, financial condition, results of operations or prospects. 

CSAC will be reliant on key inputs. 

The marijuana business is dependent on a number of key inputs and their related costs including raw materials and 

supplies related to growing operations, as well as electricity, water and other local utilities. Any significant 

interruption or negative change in the availability or economics of the supply chain for key inputs could materially 

impact the business, financial condition, results of operations or prospects of CSAC. Some of these inputs may only 

be available from a single supplier or a limited group of suppliers. If a sole source supplier was to go out of 

business, CSAC might be unable to find a replacement for such source in a timely manner or at all. If a sole source 

supplier were to be acquired by a competitor, that competitor may elect not to sell to CSAC in the future. Any 

inability to secure required supplies and services or to do so on appropriate terms could have a materially adverse 

impact on the business, financial condition, results of operations or prospects of CSAC. 

CSAC will be reliant on equipment and skilled labour. 

The ability of CSAC to compete and grow will be dependent on it having access, at a reasonable cost and in a timely 

manner, to skilled labour, equipment, parts and components. No assurances can be given that CSAC will be 

successful in maintaining its required supply of skilled labour, equipment, parts and components. It is also possible 

that the final costs of the major equipment contemplated by CSAC’s capital expenditure plans may be significantly 

greater than anticipated by CSAC’s management, and may be greater than funds available to CSAC, in which 

circumstance CSAC may curtail, or extend the timeframes for completing, its capital expenditure plans. This may 

result in a material adverse effect on CSAC’s business, financial condition, results of operations or prospects. 

Service providers could suspend or withdraw service. 

As a result of any adverse change to the approach in enforcement of United States cannabis laws, adverse regulatory 

or political change, additional scrutiny by regulatory authorities, adverse change in public perception in respect of 

the consumption of marijuana or otherwise, third-party service providers to CSAC could suspend or withdraw their 

services, which may have a material adverse effect on CSAC’s business, revenues, operating results, financial 

condition or prospects. 

CSAC may be subject to the risk of litigation. 

CSAC may become party to litigation from time to time in the ordinary course of business which could adversely 

affect its business. Should any litigation in which CSAC becomes involved be determined against CSAC, such a 

decision could adversely affect CSAC’s ability to continue operating and the market price for the Subordinate 

Voting Shares. Even if CSAC is involved in litigation and wins, litigation can redirect significant company 

resources. 

CSAC may be subject to risks related to the protection and enforcement of intellectual property rights, and 

may become subject to allegations that CSAC is in violation of intellectual property rights of third parties. 

The ownership and protection of intellectual property rights may be a significant aspect of CSAC’s future success. 

CSAC may rely on trade secrets, technical know-how and proprietary information that are not protected by patents 
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to maintain its competitive position. CSAC will try to protect such intellectual property by entering into 

confidentiality agreements with parties that have access to it, such as CSAC’s partners, collaborators, employees and 

consultants. Any of these parties may breach these agreements and we may not have adequate remedies for any 

specific breach. In addition, trade secrets and technical know-how, which are not protected by patents, may 

otherwise become known to or be independently developed by competitors, in which event CSAC could be 

materially adversely affected. 

Unauthorized parties may attempt to replicate or otherwise obtain and use CSAC’s products, trade secrets, technical 

know-how and proprietary information. Policing the unauthorized use CSAC’s future intellectual property rights 

could be difficult, expensive, time-consuming and unpredictable, as may be enforcing these rights against 

unauthorized use by others. Identifying unauthorized use of intellectual property rights is difficult as CSAC may be 

unable to effectively monitor and evaluate the products being distributed by its competitors, including parties such 

as unlicensed dispensaries, and the processes used to produce such products. In addition, in any infringement 

proceeding, some or all of CSAC’s future trademarks, patents or other intellectual property rights or other 

proprietary know-how, or arrangements or agreements seeking to protect the same for the benefit of CSAC, may be 

found invalid, unenforceable, anti-competitive or not infringed. An adverse result in any litigation or defense 

proceedings could put one or more of CSAC’s future trademarks, patents or other intellectual property rights at risk 

of being invalidated or interpreted narrowly. Any or all of these events could result in a material adverse effect on 

CSAC’s business, financial condition, results of operations or prospects. 

In addition, other parties may claim that CSAC’s products infringe on their proprietary and perhaps patent-protected 

rights. Such claims, whether or not meritorious, may result in the expenditure of significant financial and managerial 

resources, legal fees, injunctions, temporary restraining orders and/or require the payment of damages. As well, 

CSAC may need to obtain licenses from third parties who allege that CSAC has infringed on their lawful rights. 

However, such licenses may not be available on terms acceptable to CSAC or at all. In addition, CSAC may not be 

able to obtain or utilize on terms that are favorable to it, or at all, licenses or other rights with respect to intellectual 

property that it does not own. 

CSAC may be subject to risks related to information technology systems, including cyber-attacks. 

CSAC’s operations may depend, in part, on how well it and its suppliers protect networks, equipment, information 

technology systems and software against damage from a number of threats, including, but not limited to, cable cuts, 

damage to physical plants, natural disasters, intentional damage and destruction, fire, power loss, hacking, computer 

viruses, vandalism and theft. CSAC’s operations may also depend on the timely maintenance, upgrade and 

replacement of networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the risks 

of failures. Any of these and other events could result in information system failures, delays and/or increase in 

capital expenses. The failure of information systems or a component of information systems could, depending on the 

nature of any such failure, adversely impact CSAC’s reputation and results of operations. CSAC’s risk and exposure 

to these matters cannot be fully mitigated because of, among other things, the evolving nature of these threats. As a 

result, cyber security and the continued development and enhancement of controls, processes and practices designed 

to protect systems, computers, software, data and networks from attack, damage or unauthorized access may become 

a priority to ensure the ongoing success and security of the business. As cyber threats continue to evolve, CSAC 

may be required to expend additional resources to continue to modify or enhance protective measures or to 

investigate and remediate any security vulnerabilities. 

CSAC may be subject to risks related to security breaches. 

Given the nature of the Target Businesses’ product and its lack of legal availability outside of channels approved by 

the Government of the United States, as well as the concentration of inventory in its facilities, despite meeting or 

exceeding all legislative security requirements, there remains a risk of shrinkage as well as theft. A security breach 

at one of the Target Businesses’ facilities could expose CSAC to additional liability and to potentially costly 

litigation, increase expenses relating to the resolution and future prevention of these breaches and may deter 

potential patients from choosing CSAC’s products.  

In addition, the Target Businesses collects and stores personal information about its patients and is responsible for 

protecting that information from privacy breaches. A privacy breach may occur through procedural or process 

failure, information technology malfunction, or deliberate unauthorized intrusions. Theft of data for competitive 
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purposes, particularly patient lists and preferences, is an ongoing risk whether perpetrated via employee collusion or 

negligence or through deliberate cyber-attack. Any such theft or privacy breach would have a material adverse effect 

on CSAC’s business, financial condition and results of operations or prospects. 

CSAC may be subject to risks related to high bonding and insurance coverage. 

There is a risk that a greater number of State regulatory agencies will begin requiring entities engaged in certain 

aspects of the business or industry of legal marijuana to post a bond or significant fees when applying, for example, 

for a dispensary license or renewal as a guarantee of payment of sales and franchise tax. CSAC is not able to 

quantify at this time the potential scope for such bonds or fees in the States in which it currently or may in the future 

operate. Any bonds or fees of material amounts could have a negative impact on the ultimate success of CSAC’s 

business.  

CSAC’s business is subject to a number of risks and hazards generally, including adverse environmental conditions, 

accidents, labour disputes and changes in the regulatory environment. Such occurrences could result in damage to 

assets, personal injury or death, environmental damage, delays in operations, monetary losses and possible legal 

liability.  

Although CSAC maintains insurance to protect against certain risks in such amounts as it considers to be reasonable, 

its insurance does not cover all the potential risks associated with its operations. CSAC may also be unable to 

maintain insurance to cover these risks at economically feasible premiums. Insurance coverage may not continue to 

be available or may not be adequate to cover any resulting liability. Moreover, insurance against risks such as 

environmental pollution or other hazards encountered in the operations of CSAC is not generally available on 

acceptable terms. CSAC might also become subject to liability for pollution or other hazards which may not be 

insured against or which CSAC may elect not to insure against because of premium costs or other reasons. Losses 

from these events may cause CSAC to incur significant costs that could have a material adverse effect upon its 

business, results of operations, financial condition or prospects. 

CSAC may be subject to transportation risks. 

CSAC’s business involves, both directly and indirectly, the production, sale and distribution of cannabis products. 

Due to the perishable nature of such products, CSAC depends on fast and efficient direct and third-party 

transportation services to distribute its product. Any prolonged disruption of third-party transportation services could 

have an adverse effect on CSAC. Rising costs associated with the third-party transportation services which will be 

used by CSAC to ship its proposed products may also adversely impact the business of CSAC. 

CSAC’s share price may be vulnerable to rising energy costs. 

CSAC’s business may involve, directly or indirectly, the production of cannabis products which will consume 

considerable energy, making CSAC vulnerable to rising energy costs. Rising or volatile energy costs may adversely 

impact the business of CSAC and its ability to operate profitably. 

CSAC may be subject to risks inherent in an agricultural business. 

CSAC’s business may involve, directly or indirectly, the growing of cannabis, which is an agricultural product. As 

such, the business may be subject to the risks inherent in the agricultural business, such as insects, plant diseases and 

similar agricultural risks. Even when grown indoors under climate-controlled conditions monitored by trained 

personnel, there can be no assurance that natural elements, such as insects and plant diseases, will not have a 

material adverse effect on the production of cannabis products and on CSAC’s business, financial condition, results 

of operations or prospects of CSAC. 

Management of growth may prove to be difficult. 

CSAC may be subject to growth-related risks including capacity constraints and pressure on its internal systems and 

controls. The ability of CSAC to manage growth effectively will require it to continue to implement and improve its 

operational and financial systems and to expand, train and manage its employee base. The inability of CSAC to deal 
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with this growth may result in a material adverse effect on CSAC’s business, financial condition, results of 

operations or prospects.  

CSAC may be subject to the risks of leverage. 

CSAC anticipates utilizing leverage in connection with CSAC’s investments in the form of secured or unsecured 

indebtedness. Although CSAC will seek to use leverage in a manner it believes is prudent, such leverage will 

increase the exposure of an investment to adverse economic factors such as downturns in the economy or 

deterioration in the condition of the investment. If CSAC defaults on secured indebtedness, the lender may foreclose 

and CSAC could lose its entire investment in the security of such loan. If CSAC defaults on unsecured indebtedness, 

the terms of the loan may require CSAC to repay the principal amount of the loan and any interest accrued thereon 

in addition to heavy penalties that may be imposed. Because CSAC may engage in financings where several 

investments are cross-collateralized, multiple investments may be subject to the risk of loss. As a result, CSAC 

could lose its interest in performing investments in the event such investments are cross-collateralized with poorly 

performing or nonperforming investments. 

In addition to leveraging CSAC’s investments, CSAC may borrow funds in its own name for various purposes, and 

may withhold or apply from distributions amounts necessary to repay such borrowings. The interest expense and 

such other costs incurred in connection with such borrowings may not be recovered by income from investments 

purchased by CSAC. If investments fail to cover the cost of such borrowings, the value of the investments held by 

CSAC would decrease faster than if there had been no such borrowings. Additionally, if the investments fail to 

perform to expectation, the interests of investors in CSAC could be subordinated to such leverage, which will 

compound any such adverse consequences. 

CSAC may undertake future acquisitions or dispositions, which bear inherent risks. 

Material acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) potential 

disruption of CSAC’s ongoing business; (ii) distraction of management; (iii) CSAC may become more financially 

leveraged; (iv) the anticipated benefits and cost savings of those transactions may not be realized fully or at all or 

may take longer to realize than expected; (v) increased scope and complexity of CSAC’s operations; and (vi) loss or 

reduction of control over certain of CSAC’s assets. Additionally, CSAC may issue additional Subordinate Voting 

Shares in connection with such transactions, which would dilute a Resulting Issuer Shareholder’s holdings in CSAC 

or indirect holdings in CSAC. 

The presence of one or more material liabilities of an acquired company that are unknown to CSAC at the time of 

acquisition could have a material adverse effect on the business, results of operations, prospects and financial 

condition of CSAC. A strategic transaction may result in a significant change in the nature of CSAC’s business, 

operations and strategy. In addition, CSAC may encounter unforeseen obstacles or costs in implementing a strategic 

transaction or integrating any acquired business into CSAC’s operations. 

Risks related to the difficulty of attracting and retaining personnel. 

CSAC’s success depends to a significant degree upon its ability to attract, retain and motivate highly skilled and 

qualified personnel. Failure to attract and retain necessary technical personnel, sales and marketing personnel and 

skilled management could adversely affect CSAC’s business. If CSAC fails to attract, train and retain sufficient 

numbers of these highly qualified people, its prospects, business, financial condition and results of operations will be 

materially and adversely affected.  

Co-investment risk in terms of control over CSAC’s investments. 

CSAC has co-invested and may continue to co-invest in one or more investments with certain strategic investors 

and/or other third parties through joint ventures or other entities, which parties in certain cases may have different 

interests or superior rights to those of CSAC. Although it is CSAC’s intent to retain control and other superior rights 

over CSAC’s investments, under certain circumstances it may be possible that CSAC relinquishes such rights over 

certain of its investments and, therefore, may have a limited ability to protect its position therein. In addition, even 

when CSAC does maintain a control position with respect to its investments, CSAC’s investments may be subject to 

typical risks associated with third-party involvement, including the possibility that a third-party may have financial 
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difficulties resulting in a negative impact on such investment, may have economic or business interests or goals that 

are inconsistent with those of CSAC, or may be in a position to take (or block) action in a manner contrary to 

CSAC’s objectives. CSAC may also, in certain circumstances, be liable for the actions of its third-party partners or 

co-investors. Co-investments by third parties may or may not be on substantially the same terms and conditions as 

CSAC, and such different terms may be disadvantageous to CSAC. 

Reliance on Management Services Agreements and Operations Agreement with Subsidiaries and Affiliates 

could adversely affect prospects and results. 

Certain of CSAC’s subsidiaries and other affiliates are likely to engage in the medicinal cannabis business through 

Management Services Agreements entered into with State-licensed entities. Under such agreements, its subsidiaries 

and affiliates perform a number of services, including cultivation, growing and handling of marijuana plants, 

trimming, curing and packaging of dry flower, patient advisory, lab and scientific research services, consultation on 

regulatory issues and a variety of management functions and are required to obtain cannabis business support 

licenses.  In exchange for providing these services, CSAC’s subsidiaries and affiliates receive management fees 

which are a key source of revenue. Payment of such fees is dependent on the continuing validity and enforceability 

of the relevant Management Services Agreements. If such agreements are found to be invalid or unenforceable, or 

are terminated by the counter-party, this could have a material adverse effect on the business, prospects, financial 

condition, and operating results. If ultimate approval of license transfers is not able to be obtained, this could have a 

material adverse effect on CSAC. 

In certain Nevada counties and cities where cannabis business support licenses cannot be obtained in a timely 

fashion (Henderson County, unincorporated Clark County and the City of Las Vegas), a subsidiary of CSAC or 

other affiliate of CSAC is likely to enter into the Operations Agreement with LivFree (in lieu of the Management 

Services Agreement), whereby LivFree (which, under such arrangement, will be managed by Steve Menzies, subject 

to the terms of the Operations Agreement) will continue operating all aspects of its cannabis business, in such 

Nevada counties and cities, until such time as the applicable license transfer approvals are obtained. CSAC’s 

subsidiary or affiliate will not be responsible for managing operations and will not receive management fees.  All 

income earned from that portion of the LivFree cannabis business to be managed by Livfree under the Operations 

Agreement will remain in LivFree, subject to prohibitions on distributions, and will not be available for distribution 

to CSAC and/or its affiliates prior to the transfer of the underlying licenses. Under the terms of the Operations 

Agreement and related agreements with LivFree, LivFree and its equity owners will be subject to other restrictions 

for the protection of CSAC’s interests. A CSAC representative will be appointed as an employee of LivFree and will 

be required to consent to certain financial activities of LivFree. However, a CSAC subsidiary or affiliate will not 

have day to day involvement with LivFree operations and therefore the level of protection afforded to CSAC will be 

less than under a management agreement.  Enforcement of CSAC’s protections under the Operations Agreement and 

other related agreements is dependent on continuing validity and enforceability of those agreements. If such 

agreements are found to be invalid or unenforceable, or are terminated by the counter-party, this could have a 

material adverse effect on the business, prospects, financial condition, and operating results, and in the unlikely 

event that the license transfer approvals in MA are ultimately not able to be obtained, CSAC would not become 

entitled to such income in question and could be materially adversely affected. 

Liabilities arising from CSAC’s website accessibility. 

Internet websites are visible by people everywhere, not just in jurisdictions where the activities described therein are 

considered legal. As a result, to the extent CSAC sells services or products via web-based links targeting only 

jurisdictions in which such sales or services are compliant with State law, CSAC may face legal action in other 

jurisdictions which are not the intended object of any of CSAC’s marketing efforts for engaging in any web-based 

activity that results in sales into such jurisdictions deemed illegal under applicable laws. 

CSAC will be subject to the costs of being a public company. 

As a public issuer, CSAC is subject to the reporting requirements and rules and regulations under the applicable 

Canadian securities laws and rules of any stock exchange on which CSAC’s securities may be listed from time to 

time. Additional or new regulatory requirements may be adopted in the future. The requirements of existing and 

potential future rules and regulations will increase CSAC’s legal, accounting and financial compliance costs, make 
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some activities more difficult, time-consuming or costly and may also place undue strain on its personnel, systems 

and resources, which could adversely affect its business and financial condition.  

In particular, CSAC is subject to reporting and other obligations under applicable Canadian securities laws, 

including NI 52-109, which requires annual management assessment of the effectiveness of CSAC’s internal 

controls over financial reporting. Effective internal controls, including financial reporting and disclosure controls 

and procedures, are necessary for CSAC to provide reliable financial reports, to effectively reduce the risk of fraud 

and to operate successfully as a public company. These reporting and other obligations place significant demands on 

CSAC as well as on CSAC’s management, administrative, operational and accounting resources.  

Failure to implement required new or improved controls, or difficulties encountered in their implementation, could 

harm CSAC’s results of operations or cause it to fail to meet its reporting obligations. If CSAC or its auditors 

discover a material weakness, the disclosure of that fact, even if quickly remedied, could reduce the market’s 

confidence in CSAC’s consolidated financial statements and materially adversely affect the trading price of the 

applicable Subordinate Voting Shares. 

Certain remedies may be limited to CSAC. 

Pursuant to its governing documents, CSAC and the shareholders of CSAC may be prevented from recovering 

damages for alleged errors or omissions made by the members of the Resulting Issuer Board and its officers. 

CSAC’s governing documents may also provide that CSAC will, to the fullest extent permitted by law, indemnify 

members of the Resulting Issuer Board and its officers for certain liabilities incurred by them by virtue of their acts 

on behalf of CSAC. 

CSAC may have difficulty enforcing judgments and effecting service of process on directors and officers. 

The directors and officers of CSAC reside outside of Canada. Some or all of the assets of such persons may be 

located outside of Canada. Therefore, it may not be possible for Resulting Issuer Shareholders to collect or to 

enforce judgments obtained in Canadian courts predicated upon the civil liability provisions of applicable Canadian 

securities laws against such persons. Moreover, it may not be possible for Resulting Issuer Shareholders to effect 

service of process within Canada upon such persons.  

Past performance is not indicative of future results. 

The prior investment and operational performance of any of the Target Businesses is not indicative of the future 

operating results of CSAC. There can be no assurance that the historical operating results achieved by any of the 

Target Businesses or their affiliates will be achieved by CSAC, and CSAC’s performance may be materially 

different.  

Financial projections may prove materially inaccurate or incorrect. 

Any Target Business or CSAC financial estimates, projections and other forward-looking information or statements 

included in this prospectus were prepared by CSAC without the benefit of reliable historical industry information or 

other information customarily used in preparing such estimates, projections and other forward-looking information 

or statements. Such forward-looking information or statements are based on assumptions of future events that may 

or may not occur, which assumptions may not be disclosed in this prospectus. Resulting Issuer Shareholders should 

inquire of CSAC and become familiar with the assumptions underlying any estimates, projections or other forward-

looking information or statements. Projections are inherently subject to varying degrees of uncertainty and their 

achievability depends on the timing and probability of a complex series of future events. There is no assurance that 

the assumptions upon which these projections are based will be realized. Actual results may differ materially from 

projected results for a number of reasons including increases in operation expenses, changes or shifts in regulatory 

rules, undiscovered and unanticipated adverse industry and economic conditions, and unanticipated competition. 

Accordingly, Resulting Issuer Shareholders should not rely on any projections to indicate the actual results CSAC 

might achieve.  
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CSAC may not pay dividends. 

CSAC does not anticipate paying any dividends on the Subordinate Voting Shares or the Multiple Voting Shares in 

the foreseeable future. Dividends paid by CSAC would be subject to tax and, potentially, withholdings.  

Market and Economy Risks 

CSAC may be vulnerable to currency exchange fluctuations. 

Due to CSAC’s present operations in the United States, and its intention to continue future operations outside 

Canada, CSAC is expected to be exposed to significant currency fluctuations. Recent events in the global financial 

markets have been coupled with increased volatility in the currency markets. All or substantially all of CSAC’s 

revenue will be earned in US dollars, but a portion of its operating expenses are incurred in Canadian dollars. 

Fluctuations in the exchange rate between the US dollar and the Canadian dollar may have a material adverse effect 

on CSAC’s business, financial position or results of operations or prospects. 

CSAC may be subject to market price volatility risks. 

The market price of the Subordinate Voting Shares may be subject to wide fluctuations in response to many factors, 

including variations in the operating results of CSAC, divergence in financial results from analysts’ expectations, 

changes in earnings estimates by stock market analysts, changes in the business prospects for CSAC, general 

economic conditions, legislative changes, and other events and factors outside of CSAC’s control. In addition, stock 

markets have from time to time experienced extreme price and volume fluctuations, which, as well as general 

economic and political conditions, could adversely affect the market price for the Subordinate Voting Shares. 

There may be restrictions on the market for the Subordinate Voting Shares. 

Notwithstanding that the Subordinate Voting Shares are listed on the NEO Exchange (and excluding the Multiple 

Voting Shares which will not be listed securities), various regulatory regimes in the United States forbid the transfer 

of such Subordinate Voting Shares in quantities that exceed published thresholds without receiving advanced 

approval of the State regulators. Failure to obtain approval may result in CSAC’s licenses in that State being 

revoked.   

There is a limited market for the Subordinate Voting Shares. 

Notwithstanding that the Subordinate Voting Shares are listed on the NEO Exchange (and excluding the Multiple 

Voting Shares which will not be listed securities), there can be no assurance that an active and liquid market for such 

Subordinate Voting Shares will develop or be maintained and a Resulting Issuer Shareholder may find it difficult to 

resell any securities of CSAC. 

CSAC may be subject to the risks posed by sales by existing Resulting Issuer Shareholders. 

Sales of a substantial number of Subordinate Voting Shares (and excluding the Multiple Voting Shares which will 

not be listed securities) in the public market could occur at any time by existing holders of such Subordinate Voting 

Shares. These sales, or the market perception that the holders of a large number of Subordinate Voting Shares intend 

to sell Subordinate Voting Shares, could reduce the market price of the Subordinate Voting Shares. If this occurs 

and continues, it could impair CSAC’s ability to raise additional capital through the sale of securities. 

The Cashless Exercise feature of the CSAC Warrants could result in more volatile financial results. 

The Cashless Exercise feature could result in more volatile financial results because with the Cashless Exercise 

feature, the CSAC Warrants are classified as a liability and are therefore recorded at fair value. Any fluctuations in 

the fair value of a CSAC Warrant would be reflected in income.  

Global financial conditions and the future economic shocks may impair CSAC’s financial condition.  

Following the onset of the credit crisis in 2007-2008, global financial conditions were characterized by extreme 

volatility and several major financial institutions either went into bankruptcy or were rescued by governmental 
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authorities. While global financial conditions subsequently stabilized, there remains considerable risk in the system 

given the extraordinary measures adopted by government authorities to achieve that stability. Global financial 

conditions could suddenly and rapidly destabilize in response to future economic shocks, as government authorities 

may have limited resources to respond to future crises.  

Future economic shocks may be precipitated by a number of causes, including a rise in the price of oil, geopolitical 

instability and natural disasters. Any sudden or rapid destabilization of global economic conditions could impact 

CSAC’s ability to obtain equity or debt financing in the future on terms favourable to CSAC. Additionally, any such 

occurrence could cause decreases in asset values that are deemed to be other than temporary, which may result in 

impairment losses. Further, in such an event, CSAC’s operations and financial condition could be adversely 

impacted.  

Furthermore, general market, political and economic conditions, including, for example, inflation, interest and 

currency exchange rates, structural changes in the cannabis industry, supply and demand for commodities, political 

developments, legislative or regulatory changes, social or labour unrest and stock market trends will affect CSAC’s 

operating environment and its operating costs, profit margins and share price. Any negative events in the global 

economy could have a material adverse effect on CSAC’s business, financial condition, results of operations or 

prospects. 

Environmental Risks 

CSAC may be subject to significant environmental regulations and risks. 

CSAC’s operations are subject to environmental regulation in the various jurisdictions in which it operates. These 

regulations mandate, among other things, the maintenance of air and water quality standards and land reclamation. 

They also set forth limitations on the generation, transportation, storage and disposal of solid and hazardous waste. 

Environmental legislation is evolving in a manner which will require stricter standards and enforcement, increased 

fines and penalties for non-compliance, more stringent environmental assessments of proposed projects and a 

heightened degree of responsibility for companies and their officers, directors (or the equivalent thereof) and 

employees. There is no assurance that future changes in environmental regulation, if any, will not adversely affect 

CSAC’s operations. 

Government approvals and permits are currently, and may in the future, be required in connection with CSAC’s 

operations. To the extent such approvals are required and not obtained, CSAC may be curtailed or prohibited from 

its proposed production of medical marijuana or from proceeding with the development of its operations as currently 

proposed. 

Failure to comply with applicable laws, regulations and permitting requirements may result in enforcement actions 

thereunder, including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed, 

and may include corrective measures requiring capital expenditures, installation of additional equipment, or 

remedial actions. CSAC may be required to compensate those suffering loss or damage by reason of its operations 

and may have civil or criminal fines or penalties imposed for violations of applicable laws or regulations. 

Amendments to current laws, regulations and permits governing the production of medical marijuana, or more 

stringent implementation thereof, could have a material adverse impact on CSAC and cause increases in expenses, 

capital expenditures or production costs or reduction in levels of production or require abandonment or delays in 

development. 

CSAC may be subject to unknown environmental risks.  

There can be no assurance that CSAC will not encounter hazardous conditions at the facilities where it operates its 

businesses, such as asbestos or lead, in excess of expectations that may delay the development of its businesses. 

Upon encountering a hazardous condition, work at the facilities of CSAC may be suspended. The presence of other 

hazardous conditions may require significant expenditure of CSAC’s resources to correct the condition. Such 

conditions could have a material impact on the investment returns of CSAC. 
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Tax Risks  

U.S. tax residence of CSAC.  

CSAC, which is and will continue to be a Canadian corporation as of the date of this prospectus, generally would be 

classified as a non-U.S. corporation (and, therefore, as a non-U.S. tax resident) under general rules of U.S. federal 

income taxation. Section 7874 of the Code, however, contains rules that can cause a non-U.S. corporation to be 

taxed as a U.S. corporation for U.S. federal income tax purposes. The rules described in this paragraph are relatively 

new, their application is complex and there is little guidance regarding their application. Under section 7874 of the 

Code, a corporation created or organized outside the U.S. (i.e., a non-U.S. corporation) will nevertheless be treated 

as a U.S. corporation for U.S. federal income tax purposes (such treatment is referred to as an “Inversion”) if each 

of the following three conditions are met (i) the non-U.S. corporation acquires, directly or indirectly, or is treated as 

acquiring under applicable United States Treasury Regulations, substantially all of the assets held, directly or 

indirectly, by a U.S. corporation, (ii) after the acquisition, the former stockholders of the acquired U.S. corporation 

hold at least 80% (by vote or value) of the shares of the non-U.S. corporation by reason of holding shares of the U.S. 

acquired corporation, and (iii) after the acquisition, the non-U.S. corporation’s expanded affiliated group does not 

have substantial business activities in the non-U.S. corporation’s country of organization or incorporation when 

compared to the expanded affiliated group’s total business activities (clauses (i) – (iii), collectively, the “Inversion 

Conditions”). For this purpose, “expanded affiliated group” means a group of corporations where (i) the non-U.S. 

corporation owns stock representing more than 50% of the vote and value of at least one member of the expanded 

affiliated group, and (ii) stock representing more than 50% of the vote and value of each member is owned by other 

members of the group. The definition of an “expanded affiliated group” includes partnerships where one or more 

members of the expanded affiliated group own more than 50% (by vote and value) of the interests of the partnership. 

If CSAC is treated as a U.S. corporation for U.S. federal income tax purposes under section 7874 of the Code 

(which is considered likely, although no definitive determination of this matter has been reached, and no tax ruling 

has been sought or obtained in this regard), CSAC would be considered a U.S. tax resident and subject to U.S. 

federal income tax on its worldwide income. However, for Canadian tax purposes, CSAC is expected, regardless of 

any application of section 7874 of the Code, to be treated as a Canadian resident company (as defined in the Tax 

Act) for Canadian income tax purposes. As a result, if CSAC is considered a U.S. corporation under section 7874 of 

the Code, CSAC would be subject to taxation both in Canada and the U.S. which could have a material adverse 

effect on its financial condition and results of operations. In addition, any distributions paid by CSAC to a holder of 

Subordinate Voting Shares may be subject to U.S. withholding tax as well as any applicable Canadian withholding 

tax. A non-U.S. holder may also be subject to U.S. tax, including withholding tax, on disposition of its Subordinate 

Voting Shares. 

It is unlikely that CSAC will pay any dividends on the Subordinate Voting Shares in the foreseeable future.  

However, dividends received by shareholders who are residents of Canada for purpose of the Tax Act will be subject 

to U.S. withholding tax. Any such dividends may not qualify for a reduced rate of withholding tax under the 

Canada-United States tax treaty. In addition, a foreign tax credit or a deduction in respect of foreign taxes may not 

be available.  

Dividends received by U.S. shareholders will not be subject to U.S. withholding tax but will be subject to Canadian 

withholding tax. Dividends paid by CSAC will be characterized as U.S. source income for purposes of the foreign 

tax credit rules under the Code. Accordingly, U.S. shareholders generally will not be able to claim a credit for any 

Canadian tax withheld unless, depending on the circumstances, they have an excess foreign tax credit limitation due 

to other foreign source income that is subject to a low or zero rate of foreign tax.  

Dividends received by shareholders that are neither Canadian nor U.S. shareholders will be subject to U.S. 

withholding tax and will also be subject to Canadian withholding tax. These dividends may not qualify for a reduced 

rate of U.S. withholding tax under any income tax treaty otherwise applicable to a shareholder of CSAC, subject to 

examination of the relevant treaty. These dividends may however qualify for a reduced rate of Canadian withholding 

tax under any income tax treaty otherwise applicable to a shareholder of CSAC, subject to examination of the 

relevant treaty. 

For more detailed information, see “Certain United States Federal Income Tax Considerations”. 
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EACH SHAREHOLDER SHOULD SEEK TAX ADVICE, BASED ON SUCH SHAREHOLDER’S 

PARTICULAR CIRCUMSTANCES, FROM AN INDEPENDENT TAX ADVISOR. 

CSAC will be subject to significant tax liabilities until the IRS or Congress changes its position that most 

expenses of cannabis businesses are not permitted tax deductions under section 280E of the Code.  

Section 280E of the Code prohibits businesses from deducting certain expenses associated with trafficking 

controlled substances (including cannabis) which are listed on Schedule I under the federal Substances Act. The IRS 

has invoked Section 280E in tax audits against various cannabis businesses in the U.S. that are authorized under 

State laws, seeking substantial sums in tax liabilities, interest and penalties resulting from under payment of taxes 

due to the lack of deductibility of otherwise ordinary business expenses the deduction of which is prohibited by 

Section 280E. Although the IRS issued a clarification allowing the deduction of certain expenses that can be 

categorized as cost of goods sold, the scope of such items is interpreted very narrowly and include the cost of seeds, 

plants and labor related to cultivation, while the bulk of operating costs and general administrative costs are not 

permitted to be deducted. While there are currently several pending cases before various administrative and federal 

courts challenging these restrictions, there is no guarantee that these courts will issue an interpretation of Section 

280E favorable to cannabis businesses. CSAC’s current financial plans include federal tax payable on gross revenue 

net only of the cost of seeds, plants and labor related to cultivation, rather than is typical in other jurisdictions on 

earnings before tax. 

Tax risk related to controlled substances. 

Section 280E of the Code, as amended prohibits businesses from deducting certain expenses associated with 

trafficking controlled substances (within the meaning of Schedule I and II of the Substances Act). The IRS has 

invoked Section 280E in tax audits against various cannabis businesses in the U.S. that are permitted under 

applicable State laws. Although the IRS issued a clarification allowing the deduction of certain expenses, the scope 

of such items is interpreted very narrowly and the bulk of operating costs and general administrative costs are not 

permitted to be deducted. While there are currently several pending cases before various administrative and federal 

courts challenging these restrictions, there is no guarantee that these courts will issue an interpretation of Section 

280E favorable to cannabis businesses. 

United States Tax Classification of CSAC. 

Although CSAC is and will continue to be a Canadian corporation, CSAC intends to be treated as a United States 

corporation for United States federal income tax purposes under section 7874 of the Code and is expected to be 

subject to United States federal income tax on its worldwide income. However, for Canadian tax purposes, CSAC is 

expected, regardless of any application of section 7874 of the Code, to be treated as being resident of Canada under 

the Tax Act. As a result, CSAC will be subject to taxation both in Canada and the United States which could have a 

material adverse effect on its financial condition and results of operations.  

It is unlikely that CSAC will pay any dividends on the Subordinate Voting Shares in the foreseeable future. 

However, dividends received by shareholders who are residents of Canada for purpose of the Tax Act will be subject 

to U.S. withholding tax. Any such dividends may not qualify for a reduced rate of withholding tax under the 

Canada-United States tax treaty. In addition, a foreign tax credit or a deduction in respect of foreign taxes may not 

be available.  

Dividends received by U.S. shareholders will not be subject to U.S. withholding tax but will be subject to Canadian 

withholding tax. Dividends paid by CSAC will be characterized as U.S. source income for purposes of the foreign 

tax credit rules under the Code. Accordingly, U.S. shareholders generally will not be able to claim a credit for any 

Canadian tax withheld unless, depending on the circumstances, they have an excess foreign tax credit limitation due 

to other foreign source income that is subject to a low or zero rate of foreign tax.  

Dividends received by shareholders that are neither Canadian nor U.S. shareholders will be subject to U.S. 

withholding tax and will also be subject to Canadian withholding tax. These dividends may not qualify for a reduced 

rate of U.S. withholding tax under any income tax treaty otherwise applicable to a shareholder of CSAC, subject to 

examination of the relevant treaty. These dividends may however qualify for a reduced rate of Canadian withholding 
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tax under any income tax treaty otherwise applicable to a shareholder of CSAC, subject to examination of the 

relevant treaty. 

For more detailed information, see “Certain United States Federal Income Tax Considerations”. 

EACH SHAREHOLDER SHOULD SEEK TAX ADVICE, BASED ON SUCH SHAREHOLDER’S 

PARTICULAR CIRCUMSTANCES, FROM AN INDEPENDENT TAX ADVISOR. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

The following is, as of the date hereof, a general summary of certain Canadian federal income tax considerations 

under the Tax Act generally applicable to a beneficial owner of the Subordinate Voting Shares, CSAC Warrants or 

CSAC Rights (collectively, the “Securities”) following the Transaction and who at all relevant times, for purposes 

of the Tax Act, deals at arm’s length with, and is not affiliated with, CSAC and who will acquire and hold such 

Securities as capital property (a “Holder”), all within the meaning of the Tax Act. A Security will generally be 

considered to be capital property to a Holder unless the Holder holds (or will hold) such Security in the course of 

carrying on a business of trading or dealing in securities or has acquired (or will acquire) them in a transaction or 

transactions considered to be an adventure or concern in the nature of trade. 

This summary is not applicable to a Holder: (a) that is a “financial institution” for purposes of the “mark-to-market 

rules” in the Tax Act; (b) an interest in which is a “tax shelter investment” as defined in the Tax Act; (c) that is a 

“specified financial institution” as defined in the Tax Act; (d) that has made a “functional currency” election under 

the Tax Act to determine its “Canadian tax results”, as defined in the Tax Act, in a currency other than the Canadian 

currency; (e) who enters into, or has entered into, a “derivative forward agreement” as such term is defined in the 

Tax Act, with respect to a Security; or (f) who is a CSAC Founder or Mercer. Any such Holder to which this 

summary does not apply should consult its own tax advisor. In addition, this summary does not address the 

deductibility of interest by a Holder who has borrowed money or otherwise incurred debt in connection with the 

acquisition or holding of Securities. 

This summary does not address the possible application of the “foreign affiliate dumping” rules in section 212.3 of 

the Tax Act to a Holder that (i) is a corporation resident in Canada and (ii) is or becomes (or does not deal at arm’s 

length for purposes of the Tax Act with a corporation resident in Canada that is or becomes), as part of a transaction 

or event or series of transactions or events that includes the acquisition of a Security, controlled by a non-resident 

corporation for purposes of such rules. Such Holders should consult their own tax advisors with respect to the 

possible application of these rules. 

This summary is of a general nature only, is based upon the current provisions of the Tax Act, specific proposals to 

amend the Tax Act (the “Tax Proposals”) which have been announced by or on behalf the Minister of Finance 

(Canada) prior to the date hereof, and counsel’s understanding of the current published administrative policies and 

assessing practices of the Canada Revenue Agency. This summary assumes that the Tax Proposals will be enacted in 

the form proposed and does not take into account or anticipate any other changes in law, whether by way of judicial, 

legislative or governmental decision or action, nor does it take into account provincial, territorial or foreign income 

tax legislation or considerations, which may differ from the Canadian federal income tax considerations discussed 

herein. No assurances can be given that the Tax Proposals will be enacted as proposed or at all, or that legislative, 

judicial or administrative changes will not modify or change the statements expressed herein.  

This summary is not exhaustive of all possible Canadian federal income tax considerations applicable to an 

investment in Securities and is not intended to be, nor should it be construed to be, legal or income tax advice to any 

particular Holder. Holders are urged to consult their own income tax advisors with respect to the tax consequences 

applicable to the acquisition, holding and disposition of Securities based on their own particular circumstances. 

Residents of Canada  

This portion of the summary is applicable to a Holder who, for the purposes of the Tax Act and at all relevant times, 

is or is deemed to be resident in Canada and is not resident or deemed to be resident in any other country (a 

“Resident Holder”).  A Resident Holder whose Subordinate Voting Shares might not otherwise qualify as capital 

property may, in certain circumstances, make the irrevocable election pursuant to subsection 39(4) of the Tax Act to 
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deem their Subordinate Voting Shares, and every other “Canadian security”, as defined in the Tax Act, owned by 

such Resident Holder in the taxation year of the election and in all subsequent taxation years, to be capital property. 

Such election will not apply in respect of CSAC Warrants or CSAC Rights. Such Resident Holders should consult 

their own tax advisors with respect to whether an election under subsection 39(4) of the Tax Act is available and 

advisable having regard to their own particular circumstances. 

Exercise or Expiry of CSAC Warrants and Conversion or Expiry of CSAC Rights 

No gain or loss will be realized by a Resident Holder of a CSAC Warrant or CSAC Right upon the exercise of such 

CSAC Warrant or conversion of such CSAC Right. When a CSAC Warrant is exercised, or a CSAC Right is 

converted, the Resident Holder’s cost of the Subordinate Voting Share acquired thereby will be equal to the adjusted 

cost base of the CSAC Warrant or CSAC Right, as applicable, to such Resident Holder, plus, in the case of the 

CSAC Warrants, the amount paid on the exercise of the CSAC Warrant. For the purpose of computing the adjusted 

cost base to a Resident Holder of each Subordinate Voting Share acquired on the exercise of a CSAC Warrant or the 

conversion of a CSAC Right, the cost of such Subordinate Voting Share must be averaged with the adjusted cost 

base to such Resident Holder of all other Subordinate Voting Shares (if any) held by the Resident Holder as capital 

property immediately prior to the exercise of such CSAC Warrant or conversion of such CSAC Right, as applicable.   

Generally, the expiry of an unexercised CSAC Warrant or unconverted CSAC Right will give rise to a capital loss 

equal to the adjusted cost base to the Resident Holder of such expired CSAC Warrant or CSAC Right. See 

“Disposition of Securities” below. 

Disposition of the Securities 

A Resident Holder who disposes of or is deemed to have disposed of a Security (other than a disposition arising on 

the exercise of a CSAC Warrant or conversion of a CSAC Right by a Resident Holder) will generally realize a 

capital gain (or incur a capital loss) in the year of disposition equal to the amount by which the proceeds of 

disposition in respect of the Security exceed (or are exceeded by) the aggregate of the adjusted cost base of such 

Security and any reasonable expenses associated with the disposition. The tax treatment of capital gains and capital 

losses is discussed in greater detail below under the subheading “Taxation of Capital Gains and Capital Losses”. 

Taxation of Capital Gains and Capital Losses  

Generally, one-half of any capital gain (a “taxable capital gain”) realized by a Resident Holder must be included in 

computing the Resident Holder’s income for the taxation year in which the disposition occurs. Subject to and in 

accordance with the provisions of the Tax Act, one-half of any capital loss incurred by a Resident Holder (an 

“allowable capital loss”) may be used to offset taxable capital gains realized by the Resident Holder in the taxation 

year of disposition. Allowable capital losses in excess of taxable capital gains for the taxation year of disposition 

may be applied to reduce net taxable gains realized by the Resident Holder in the three preceding taxation years or 

in any subsequent year in the circumstances and to the extent provided in the Tax Act.   

The amount of any capital loss realized on the disposition of a Subordinate Voting Share by a Resident Holder that 

is a corporation may, in certain circumstances, be reduced by the amount of dividends which have been previously 

received or deemed to have been received by the Resident Holder on such share. Similar rules may apply where a 

corporation is, directly or through a trust or partnership, a member of a partnership or a beneficiary of a trust that 

owns Subordinate Voting Shares.  

A Resident Holder that is, throughout the relevant taxation year, a “Canadian-controlled private corporation” (as 

defined in the Tax Act) may be subject to pay a refundable tax on its “aggregate investment income”, which is 

defined in the Tax Act to include capital gains on the disposition or deemed disposition of Securities.   

Capital gains realized by an individual and certain trusts may result in the individual or trust paying minimum tax 

under the Tax Act. 

A Resident Holder may, in certain specific circumstances, be subject to United States tax on a gain realized on the 

disposition of a Security (see “Certain United States Federal Income Tax Considerations – Tax Consequences to 

Non-U.S. Holders – Dispositions of Subordinate Voting Shares or CSAC Warrants”).  United States tax, if any, 
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levied on any gain realized on a disposition of a Security may be eligible for a foreign tax credit under the Tax Act 

to the extent and under the circumstances described in the Tax Act. Generally, a foreign tax credit in respect of a tax 

paid to a particular foreign country is limited to the Canadian tax otherwise payable in respect of income sourced in 

that country. Gains realized on the disposition of a Security by a Resident Holder may not be treated as income 

sourced in the United States for these purposes. Resident Holders should consult their own tax advisors with respect 

to the availability of a foreign tax credit, having regard to their own particular circumstances. 

Taxation of Dividends Received  

Dividends (including deemed dividends) received on Subordinate Voting Shares by a Resident Holder who is an 

individual (and certain trusts) will be included in the Resident Holder’s income and be subject to the gross-up and 

dividend tax credit rules applicable to taxable dividends received by an individual from taxable Canadian 

corporations, including the enhanced gross-up and dividend tax credit for “eligible dividends” properly designated 

as such by CSAC.   

Dividends (including deemed dividends) received on Subordinate Voting Shares by a Resident Holder that is a 

corporation will be included in the Resident Holder’s income and will generally be deductible in computing such 

Resident Holder’s taxable income. In certain circumstances, subsection 55(2) of the Tax Act will treat a taxable 

dividend received by a Resident Holder that is a corporation as proceeds of disposition of the Subordinate Voting 

Share or a capital gain.  Resident Holders that are corporations should consult their own tax advisors having regard 

to their own circumstances. 

A Resident Holder that is a “private corporation” (as defined in the Tax Act) or any other corporation resident in 

Canada and controlled, whether by reason of a beneficial interest in one or more trusts or otherwise, by or for the 

benefit of an individual (other than a trust) or a related group of individuals (other than trusts), may be liable to pay a 

refundable tax under Part IV of the Tax Act on dividends received on the Subordinate Voting Shares to the extent 

that such dividends are deductible in computing the Resident Holder’s taxable income. Dividends received by a 

Resident Holder that is an individual or a trust, other than certain specified trusts, may give rise to minimum tax 

under the Tax Act. 

A Resident Holder may be subject to United States withholding tax on dividends received on the Subordinate Voting 

Shares (see “Certain United States Federal Income Tax Considerations – Tax Consequences to Non-U.S. Holders – 

Distributions on Subordinate Voting Shares”). Any United States withholding tax paid by or on behalf of a Resident 

Holder in respect of dividends received on the Subordinate Voting Shares by a Resident Holder may be eligible for 

foreign tax credit or deduction treatment where applicable under the Tax Act. Generally, a foreign tax credit in 

respect of a tax paid to a particular foreign country is limited to the Canadian tax otherwise payable in respect of 

income sourced in that country. Dividends received on the Subordinate Voting Shares by a Resident Holder may not 

be treated as income sourced in the United States for these purposes. Resident Holders should consult their own tax 

advisors with respect to the availability of any foreign tax credits or deductions under the Tax Act in respect of any 

United States withholding tax applicable to dividends on the Subordinate Voting Shares. 

Eligibility for Investment 

The Subordinate Voting Shares, the CSAC Warrants and the CSAC Rights will, on the date hereof, be qualified 

investments for a trust governed by a registered retirement savings plan (“RRSP”), a registered retirement income 

fund (“RRIF”), a deferred profit sharing plan, a registered education savings plan (“RESP”), a registered disability 

savings plan (“RDSP”) or a tax-free savings account (“TFSA”), provided that: 

(i) in the case of the Subordinate Voting Shares, the Subordinate Voting Shares are listed on a 

designated stock exchange in Canada for the purposes of the Tax Act (which currently includes 

the NEO Exchange); and 

(ii) in the case of the CSAC Warrants and the CSAC Rights: 

(iii) the CSAC Warrants or CSAC Rights are listed on a designated stock exchange for purposes of the 

Tax Act (which currently includes the NEO Exchange); or 
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(iv) the shares to be issued on the exercise of the CSAC Warrants or the conversion of the CSAC 

Rights are qualified investments as described in (i) above, provided that CSAC is not, and deals at 

arm’s length with each person who is, an annuitant, a beneficiary, an employer or a subscriber 

under or a holder of such registered plan. 

Notwithstanding the foregoing, the holder of a TFSA or an RDSP, the annuitant under an RRSP or RRIF, or the 

subscriber of an RESP, will be subject to a penalty tax in respect of the Subordinate Voting Shares, CSAC Warrants 

or CSAC Rights held in the TFSA, RRSP, RRIF, RDSP or RESP if such Securities are prohibited investments for 

the TFSA, RRSP, RRIF, RDSP or RESP. A Security will generally be a “prohibited investment” for a TFSA, RRSP, 

RRIF, RDSP or RRIF if the holder of the TFSA or RDSP, the annuitant under the RRSP or RRIF, or the subscriber 

of the RESP does not deal at arm’s length with CSAC for the purposes of the Tax Act, or the holder, annuitant or 

subscriber has a “significant interest” (as defined in subsection 207.01(4) the Tax Act) in CSAC. Holders of a TFSA 

or RDSP, annuitants under an RRSP or RRIF, and subscribers of RESPs should consult their own tax advisors as to 

whether Securities will be a prohibited investment in their particular circumstances. 

Non-Residents of Canada  

This portion of the summary is generally applicable to a Holder who, for purposes of the Tax Act and at all relevant 

times, is neither resident nor deemed to be resident in Canada and does not use or hold, and will not be deemed to 

use or hold, Securities in a business carried on in Canada (a “Non-Resident Holder”). Special considerations, which 

are not discussed in the summary, may apply to a Non-Resident Holder that is an insurer that carries on an insurance 

business in Canada and elsewhere. Such Holders should consult their own advisers. 

Exercise or Expiry of CSAC Warrants and Conversion or Expiry of CSAC Rights 

The tax consequences of the exercise and expiry of a CSAC Warrant and the conversion and expiry of a CSAC 

Right held by a Non-Resident Holder are the same as those described above under “Residents of Canada  –  

Exercise or Expiry of CSAC Warrants and Conversion or Expiry of CSAC Rights”. 

Taxation of Dividends Received  

Dividends paid or credited, or deemed to be paid or credited, on the Subordinate Voting Shares to a Non-Resident 

Holder will be subject to non-resident withholding tax under the Tax Act at the rate of 25%, although such rate may 

be reduced under the terms of an applicable income tax convention between Canada and the country in which the 

Non-Resident Holder is resident. For example, the rate of withholding tax applicable to a dividend paid on the 

Subordinate Voting Shares to a Non-Resident Holder who is a resident of the U.S. for purposes of the Convention 

Between Canada and the United States of America with Respect to Taxes on Income and on Capital, signed 

September 26, 1980, as amended (the “Canada-U.S. Tax Convention”), who beneficially owns the dividend and 

who qualifies for the benefits of the Canada-U.S. Tax Convention will generally be reduced to 15% or, if the Non-

Resident Holder is a corporation that owns at least 10% of the voting stock of CSAC, to 5%. Not all persons who are 

residents of the U.S. for purposes of the Canada-U.S. Tax Convention will qualify for the benefits of the Canada-

U.S. Tax Convention. A Non-Resident Holder who is a resident of the U.S. is advised to consult its tax advisor in 

this regard. 

A Non-Resident Holder may be subject to United States withholding tax on dividends received on the Subordinate 

Voting Shares (see “Certain United States Federal Income Tax Considerations – Tax Consequences to Non-U.S. 

Holders – Distributions on Subordinate Voting Shares”). 

Disposition of Securities 

A Non-Resident Holder generally will not be subject to tax under the Tax Act in respect of a capital gain realized on 

the disposition or deemed disposition of a Security, nor will capital losses arising therefrom be recognized under the 

Tax Act, unless the Security constitutes “taxable Canadian property” to the Non-Resident Holder for purposes of the 

Tax Act, and the gain is not exempt from tax pursuant to the terms of an applicable income tax convention between 

Canada and the country in which the Non-Resident Holder is resident. 
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Generally, provided the Subordinate Voting Shares are listed on a “designated stock exchange” for the purposes of 

the Tax Act, which currently includes the NEO Exchange, at the time of disposition, the Subordinate Voting Shares, 

the CSAC Warrants and the CSAC Rights, as the case may be, generally will not constitute taxable Canadian 

property of a Non-Resident Holder, unless, at any time during the 60-month period immediately preceding the 

disposition the following two conditions are met concurrently: (i) the Non-Resident Holder, persons with whom the 

Non-Resident Holder did not deal at arm’s length, partnerships in which the Non-Resident Holder or persons with 

whom the Non-Resident Holder did not deal at arm’s length held a membership interest, directly or indirectly 

through one or more partnerships, or the Non-Resident Holder together with all such persons, owned 25% or more 

of the issued Subordinate Voting Shares or any other class or series of shares of CSAC; and (ii) more than 50% of 

the fair market value of the Subordinate Voting Shares was derived directly or indirectly, from one or any 

combination of real or immovable property situated in Canada, “Canadian resource property” (as defined in the Tax 

Act), “timber resource property” (as defined in the Tax Act), or any option in respect of, or interest in,  or for civil 

law a right in such properties, whether or not the property exists. Notwithstanding the foregoing, a Security may 

otherwise be deemed to be taxable Canadian property to a Non-Resident Holder for purposes of the Tax Act. 

Even if a Security is taxable Canadian property to a Non-Resident Holder, any capital gain realized upon the 

disposition of such Security may not be subject to tax under the Tax Act if such capital gain is exempt from 

Canadian tax pursuant to the provisions of an applicable income tax convention. If a Non-Resident Holder to whom 

Securities are taxable Canadian property is not exempt from tax under the Tax Act by virtue of an income tax 

convention, the consequences described under “Residents of Canada – Taxation of Capital Gains and Capital 

Losses” will generally apply. 

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS 

The following discussion sets forth a summary of the principal U.S. federal income tax consequences (1) of the 

Transaction to: (i) U.S. Holders (as defined below) of CSAC Class A Restricted Voting Shares whose CSAC Class 

A Restricted Voting Shares are redeemed by CSAC, (ii) U.S. Holders of CSAC Class A Restricted Voting Shares 

who acquire Subordinate Voting Shares pursuant to the Transaction; (iii) U.S. Holders of CSAC Warrants and 

CSAC Rights; and (iv) CSAC; and (2) of the ownership and disposition of the Subordinate Voting Shares following 

the Transaction to U.S. Holders and Non-U.S. Holders (as defined below). In addition, except as set forth below, this 

summary does not discuss tax reporting requirements.  

This discussion is based on the provisions of the Code, final, temporary and proposed treasury regulations 

promulgated thereunder (the “Treasury Regulations”) and current administrative rulings and judicial decisions, all 

as in effect as of the date hereof. All of these authorities may be subject to differing interpretations or repealed, 

revoked or modified, possibly with retroactive effect, which could materially alter the tax consequences described in 

this disclosure. 

CSAC has not obtained, and will not obtain, a ruling from the IRS or opinion of legal counsel with respect to any 

U.S. federal tax consequences of the Transaction described herein. The IRS may disagree with the discussion herein, 

and its determination may be upheld by a court. 

This summary is being provided for general information only and is not tax advice. You should consult your own 

tax advisors about the U.S. federal tax consequences of the Transaction and of holding and disposing of the 

Subordinate Voting Shares, as well as any tax consequences that may arise under the laws of any non-U.S., state, 

local or other taxing jurisdiction or under any applicable tax treaty and applicable reporting requirements. 

As used in this summary, the term “U.S. Holder” means a beneficial owner of the CSAC Class A Restricted Voting 

Shares, CSAC Warrants or CSAC Rights (or after the Transaction, of the Subordinate Voting Shares, CSAC 

Warrants or CSAC Rights) that is for U.S. federal income tax purposes: 

(i) an individual treated as a citizen or resident of the United States; 

(ii) a corporation (or other entity treated as a corporation) that is created or organized (or treated as 

created or organized) in or under the laws of the United States, any state thereof or the District of 

Columbia; 
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(iii) an estate whose income is includible in gross income for U.S. federal income tax purposes 

regardless of its source; or 

(iv) a trust if (i) a U.S. court can exercise primary supervision over the trust’s administration and one 

or more U.S. persons are authorized to control all substantial decisions of the trust or (ii) it has a 

valid election in effect under applicable Treasury Regulations to be treated as a U.S. person. 

A beneficial owner of the CSAC Class A Restricted Voting Shares, CSAC Warrants or CSAC Rights (or after the 

Transaction, of the Subordinate Voting Shares, CSAC Warrants or CSAC Rights) who is not a U.S. Holder and is 

not a partnership is referred to as a “Non-U.S. Holder.” 

CSAC assumes in this discussion that the CSAC Class A Restricted Voting Shares to be automatically exchanged 

are, and the Subordinate Voting Shares, CSAC Warrants and CSAC Rights will be, held as a capital asset within the 

meaning of Code Section 1221 (generally, property held for investment). This discussion does not address all 

aspects of U.S. federal income taxation that may be relevant to particular holders in light of their personal 

investment or tax circumstances or to persons that are subject to special tax rules. For example, this summary of 

U.S. tax consequences does not address the tax treatment of special classes of holders, such as: (a) financial 

institutions or financial services entities; (b) insurance companies; (c) taxpayers who have elected mark-to-market 

accounting for U.S. tax purposes; (d) tax-exempt entities; (e) governments or agencies or instrumentalities thereof; 

(f) regulated investment companies or real estate investment trusts; (g) broker-dealers; (h) United States expatriates 

or former long-term residents of the United States; (i) persons subject to the alternative minimum tax; (j) 

partnerships or other pass-through entities; (k) persons that hold CSAC Class A Restricted Voting Shares, CSAC 

Warrants, CSAC Rights or Subordinate Voting Shares as part of a straddle, constructive sale, hedging, conversion or 

other integrated transaction; (l) controlled foreign corporations; (m) corporations that accumulate earnings to avoid 

U.S. federal income tax; (n) passive foreign investment companies; (o) holders who acquired their CSAC Class A 

Restricted Voting Shares pursuant to employee stock options, participation in an employee stock purchase plan or 

otherwise as compensation; (p) except as discussed below in connection with the Conversion (as defined below), 

holders that own, have owned or will own (directly, indirectly, or by attribution) 10% or more of the total combined 

voting power of the outstanding Subordinate Voting Shares after the Transaction; and (q) persons whose functional 

currency is not the U.S. dollar. 

If a partnership (including, for this purpose, any other entity either organized within or without the United States that 

is treated as a partnership for U.S. federal income tax purposes) holds CSAC Class A Restricted Voting Shares, 

CSAC Class B Shares, CSAC Warrants or CSAC Rights, the tax treatment of a partner as a beneficial owner of such 

shares generally will depend upon the status of the partner and the activities of the partnership. If a U.S. Holder is a 

partner in a partnership holding CSAC Class A Restricted Voting Shares, CSAC Class B Shares, CSAC Warrants or 

CSAC Rights, such U.S. Holder should consult its own tax advisors regarding the tax consequences of the 

Transaction. 

Tax Treatment of the Transaction to CSAC 

As a result of the Transaction, pursuant to Code Section 7874(b) and the Treasury Regulations promulgated 

thereunder, notwithstanding that CSAC is currently organized under the provisions of the OBCA, with an intention 

to continue under the provisions of the BCBCA in connection with the Transaction, solely for U.S. federal income 

tax purposes, it is anticipated that CSAC will be treated as converting to a U.S. domestic corporation at the end of 

the day immediately preceding the Effective Date under a tax-deferred reorganization under Code Section 

368(a)(1)(F) (the “Conversion”). CSAC should not recognize any gain or loss as a result of the Conversion. 

CSAC anticipates that it will experience a number of significant and complicated U.S. federal income tax 

consequences as a result of being treated as a U.S. domestic corporation for U.S. federal income tax purposes, and 

this summary does not attempt to describe all such U.S. federal income tax consequences. Code Section 7874 and 

the Treasury Regulations promulgated thereunder do not address all the possible tax consequences that arise from 

CSAC being treated as a U.S. domestic corporation for U.S. federal income tax purposes. Accordingly, there may be 

additional or unforeseen U.S. federal income tax consequences to CSAC that are not discussed in this summary. 

Generally, CSAC will be subject to U.S. federal income tax on its worldwide taxable income (regardless of whether 

such income is “U.S. source” or “foreign source”) and will be required to file a U.S. federal income tax return 
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annually with the IRS. CSAC anticipates that it will also be subject to tax in Canada. It is unclear how the foreign 

tax credit rules under the Code will operate in certain circumstances, given the treatment of CSAC as a U.S. 

domestic corporation for U.S. federal income tax purposes and the taxation of CSAC in Canada. Accordingly, it is 

possible that CSAC will be subject to double taxation with respect to all or part of its taxable income. It is 

anticipated that such U.S. and Canadian tax treatment will continue indefinitely and that the Subordinate Voting 

Shares will be treated indefinitely as shares in a U.S. domestic corporation for U.S. federal income tax purposes, 

notwithstanding future transfers. The remainder of this summary assumes that CSAC will be treated as a U.S. 

domestic corporation for U.S. federal income tax purposes. 

Tax Consequences of the Transaction to U.S. Holders of CSAC Class A Restricted Voting Shares 

Conversion of CSAC into a U.S. Domestic Corporation 

Tax Considerations upon the Conversion 

Subject to the discussion in “Effects of Code Section 367(b) Upon the Conversion” below, the following U.S. federal 

income tax consequences will result from the Conversion: 

(i) U.S. Holders will be deemed to exchange their CSAC Class A Restricted Voting Shares for CSAC Class A 

Restricted Voting Shares in a U.S. domestic corporation; 

(ii) U.S. Holders will recognize no gain or loss as a result of the Conversion; 

(iii) the aggregate tax basis of CSAC Class A Restricted Voting Shares after the Conversion will be the same as 

such U.S. Holder’s aggregate tax basis in the CSAC Class A Restricted Voting Shares immediately prior to 

the Conversion; and 

(iv) the holding period of CSAC Class A Restricted Voting Shares will include the holding period of the CSAC 

Class A Restricted Voting Shares prior to the Conversion. 

Effects of Code Section 367(b) Upon the Conversion 

Notwithstanding qualification of the Transaction as a tax-deferred reorganization under Code Section 368(a)(1)(F), 

U.S. Holders may nevertheless, in certain circumstances, recognize taxable income in connection with the 

Transaction under Code Section 367(b). U.S. Holders who own, directly or indirectly under certain stock attribution 

rules, 10% or more of the combined voting power of CSAC (each, a “10% U.S. Shareholder”) will be required to 

recognize as dividend income a proportionate share of CSAC’s “all earnings and profits amount” (“All E&P 

Amount”), if any, as determined under applicable Treasury Regulations. 

A U.S. Holder that is not a 10% U.S. Shareholder is not required to include any part of the All E&P Amount in 

income unless such U.S. Holder makes an election to do so (a “Deemed Dividend Election”). Absent a Deemed 

Dividend Election, such U.S. Holder must recognize gain, but will not recognize any loss, upon the deemed 

exchange of such U.S. Holder’s CSAC Class A Restricted Voting Shares for CSAC Class A Restricted Voting 

Shares in a U.S. domestic corporation if such CSAC Class A Restricted Voting Shares have a fair market value of 

$50,000 or more on the date the Transaction is completed. The gain recognized will be added to the transferred basis 

in CSAC Class A Restricted Voting Shares in a U.S. domestic corporation that such U.S. Holder will receive in 

exchange for the CSAC Class A Restricted Voting Shares surrendered. 

If a U.S. Holder that is not a 10% U.S. Shareholder and that does not make a Deemed Dividend Election holds 

different blocks of CSAC Class A Restricted Voting Shares acquired at different prices and has a built-in gain in one 

or more blocks of such shares and a built-in loss in the remaining blocks of such shares, such U.S. Holder should 

consult its own tax advisors for purposes of determining the amount of gain to be recognized in connection with the 

disposition of such CSAC Class A Restricted Voting Shares in the Transaction. 

By making a Deemed Dividend Election, a U.S. Holder that is not a 10% U.S. Shareholder will, in lieu of 

recognizing a gain upon the exchange of CSAC Class A Restricted Voting Shares for CSAC Class A Restricted 

Voting Shares in a U.S. domestic corporation under the Transaction as described above, recognize as dividend 

income a proportionate share of CSAC’s All E&P Amount, if any. A Deemed Dividend Election can be made only 
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if CSAC provides such U.S. Holder with information as to the All E&P Amount in respect of such U.S. Holder and 

the U.S. Holder elects and files certain notices with such U.S. Holder’s U.S. federal income tax return for the tax 

year in which the Transaction occurs. 

CSAC anticipates that it will have a nominal All E&P Amount per share from inception through to the Effective 

Date. CSAC will continue to refine the computation of its All E&P Amount, as well as estimate its All E&P Amount 

through the date of closing of the Transaction, which closing date All E&P Amount will need to be finally 

determined after the Effective Date. 

A U.S. Holder that is not a 10% U.S. Shareholder and who owns CSAC Class A Restricted Voting Shares with a fair 

market value of less than $50,000 on the Effective Date will not be subject to tax under Code Section 367(b) upon 

the Conversion. 

Required Notices under Code Section 367(b) 

A notice under Code Section 367(b) (a “Section 367(b) Notice”) must be filed by holders of CSAC Class A 

Restricted Voting Shares that are 10% U.S. Shareholders. U.S. Holders that are not 10% U.S. Shareholders are 

required to file a Section 367(b) Notice only if they make a Deemed Dividend Election, and a notice of such election 

must be sent to CSAC on or before the date the Section 367(b) Notice is filed. U.S. Holders must attach the Section 

367(b) Notice to their timely filed U.S. federal income tax return for the taxable year in which the Transaction 

occurs. 

The requirements of Code Section 367(b) are complex. U.S. Holders should consult their own tax advisors 

regarding the application of Code Section 367(b) to their own particular circumstances and the notice and 

election requirements discussed above. 

Passive Foreign Investment Company Considerations in Connection with the Conversion 

In addition to the possibility of taxation under Code Section 367(b) as described above, the Conversion may be a 

taxable event to U.S. Holders if CSAC is, or ever was, a passive foreign investment company (“PFIC”) under Code 

Section 1297. 

A non-U.S. corporation is classified as a PFIC if, for a taxable year, (i) 75% or more of its gross income is passive 

income (as defined for U.S. federal income tax purposes) or (ii) 50% or more (by value) of its assets either produce 

or are held for the production of passive income, based on the quarterly average of the fair market value of such 

assets. For purposes of the PFIC provisions, “gross income” generally means sales revenues less cost of goods sold, 

plus income from investments and from incidental or outside operations or sources, and “passive income” generally 

includes dividends, interest, royalties, rents, and gains from commodities or securities transactions. In determining 

whether or not it is classified as a PFIC, a non-U.S. corporation is required to take into account its pro rata portion of 

the income and assets of each corporation in which it owns, directly or indirectly, at least a 25% interest by value. 

CSAC believes that it was a PFIC during its initial tax year ended September 30, 2018, and based on its income, 

assets and activities during its current tax year, CSAC expects that it should be a PFIC for its current tax year. PFIC 

classification is factual in nature, and generally cannot be determined until after the close of the tax year in question. 

Additionally, the analysis depends, in part, on the application of complex U.S. federal income tax rules, which are 

subject to differing interpretations. No opinion of legal counsel or ruling from the IRS concerning the PFIC status of 

CSAC has been obtained and none will be requested. Consequently, there can be no assurances regarding the PFIC 

status of CSAC during its current tax year or any prior or future tax year. 

Under proposed Treasury Regulations, if CSAC was classified as a PFIC for any tax year during which a U.S. 

Holder held CSAC Class A Restricted Voting Shares, special rules, set forth in the proposed Treasury Regulations, 

may increase such U.S. Holder’s U.S. federal income tax liability with respect to the Conversion. Such proposed 

Treasury Regulations generally would require gain recognition by Non-Electing Shareholders (as defined below) as 

a result of the Conversion. Under such rules:  

(i) the Conversion may be treated as a taxable exchange to such U.S. Holder even if such transaction otherwise 

qualifies as a tax-deferred reorganization under Code Section 368(a)(1)(F), as discussed above; 
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(ii) any gain on the deemed exchange of the CSAC Class A Restricted Voting Shares for CSAC Class A 

Restricted Voting Shares in a U.S. corporation pursuant to the Conversion will be allocated ratably over 

such U.S. Holder’s holding period; 

(iii) the amount allocated to the current tax year and any tax year prior to the first tax year in which CSAC was 

classified as a PFIC will be taxed as ordinary income in the current tax year; 

(iv) the amount allocated to each of the other tax years will be subject to tax at the highest rate of tax in effect 

for the applicable class of taxpayer for that year; and 

(v) an interest charge for a deemed deferral benefit will be imposed with respect to the resulting tax attributable 

to each of the other tax years, which interest charge is not deductible by non-corporate U.S. Holders. 

A U.S. Holder that has made a “mark-to-market” election under Code Section 1296 (a “Mark-to-Market 

Election”) or a timely and effective election to treat CSAC as a “qualified electing fund” (a “QEF”) under Code 

Section 1295 (a “QEF Election”) may generally mitigate or avoid the PFIC consequences described above with 

respect to the Conversion. A U.S. Holder who makes a timely and effective QEF Election generally must report on a 

current basis its share of CSAC’s net capital gain and ordinary earnings for any tax year in which CSAC is a PFIC, 

whether or not CSAC distributes any amounts to its shareholders. A U.S. Holder who makes the Mark-to-Market 

Election generally must include as ordinary income each year the excess of the fair market value of relevant shares 

over the U.S. Holder’s tax basis therein.  

With respect to its initial tax year ended September 30, 2018, CSAC will use commercially reasonable efforts to 

satisfy the record keeping requirements that apply to a QEF and supply U.S. Holders with information, including 

PFIC annual information statements, that such U.S. Holders require to report under the QEF rules. CSAC may 

choose to provide the PFIC annual information statement on its website. Each U.S. Holder should consult its own 

tax advisors regarding the availability of, and procedure for making, a QEF Election. A shareholder who does not 

make a timely QEF Election or a Mark-to-Market Election is referred to for purposes of this summary as a “Non-

Electing Shareholder”. 

The proposed Treasury Regulations discussed above were proposed in 1992 and have not been adopted in final 

form. The proposed Treasury Regulations state that they are to be effective for transactions occurring on or after 

April 1, 1992. However, because the proposed Treasury Regulations have not yet been adopted in final form, they 

are not currently effective and there is no assurance they will be finally adopted in the form and with the effective 

date proposed. Further, it is uncertain whether the IRS would consider the proposed Treasury Regulations to be 

effective for purposes of determining the U.S. federal income tax treatment of the Conversion. 

The PFIC provisions are complex. U.S. Holders should consult their own tax advisors regarding the application of 

the PFIC regime, including whether the proposed Treasury Regulations under Code Section 1291(f) would apply to 

the Conversion, the impact of making a Mark-to-Market Election or a QEF Election and/or other elections under the 

PFIC provisions, and the availability of, and procedures for making, such elections under the Code and Treasury 

Regulations. 

Conversion of CSAC Class A Restricted Voting Shares to Subordinate Voting Shares 

The conversion of CSAC Class A Restricted Voting Shares into Subordinate Voting Shares should qualify as a tax-

deferred “recapitalization” within the meaning of Code Section 368(a)(1)(E) (a “Recapitalization”) and/or a tax-

deferred exchange under Code Section 1036(a). If the conversion qualifies as a Recapitalization or tax-deferred 

exchange, then the following U.S. federal income tax consequences will result for U.S. Holders:  

(i) a U.S. Holder of CSAC Class A Restricted Voting Shares who exchanges CSAC Class A 

Restricted Voting Shares for Subordinate Voting Shares will not recognize a gain or loss as a 

result of such conversion; 

(ii) the aggregate tax basis of a U.S. Holder in the Subordinate Voting Shares acquired in the 

conversion will be equal to such U.S. Holder’s aggregate tax basis in the CSAC Class A 

Restricted Voting Shares surrendered in exchange therefor; and 
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(iii) the holding period of a U.S. Holder for the Subordinate Voting Shares acquired in the conversion 

will include such U.S. Holder’s holding period for the CSAC Class A Restricted Voting Shares 

surrendered in exchange therefor. 

Redemption of CSAC Class A Restricted Voting Shares 

The U.S. federal income tax treatment of U.S. Holders who elect to deposit their CSAC Class A Restricted Voting 

Shares for redemption and whose CSAC Class A Restricted Voting Shares are redeemed by CSAC pursuant to the 

Transaction will depend on whether the redemption qualifies as a sale of the CSAC Class A Restricted Voting 

Shares under Code Section 302. If the redemption qualifies as a sale of the CSAC Class A Restricted Voting Shares 

under that section, the U.S. Holder will be treated as described under “Dispositions of Subordinate Voting Shares” 

below with respect to such U.S. Holder’s CSAC Class A Restricted Voting Shares. If the redemption does not 

qualify as a sale of CSAC Class A Restricted Voting Shares, the U.S. Holder will be treated as receiving a corporate 

distribution with the tax consequences described under “Distributions on Subordinate Voting Shares” below with 

respect to their CSAC Class A Restricted Voting Shares. Whether the redemption qualifies for sale treatment will 

depend largely on the percentage of the shares of CSAC’s outstanding stock treated as held by the U.S. Holder 

(including any stock constructively owned by the U.S. Holder, for example, as a result of owning CSAC Warrants) 

both before and after the redemption. The redemption of CSAC Class A Restricted Voting Shares generally will be 

treated as a sale (rather than as a corporate distribution) if the redemption (i) is “substantially disproportionate” with 

respect to such U.S. Holder, (ii) results in a “complete termination” of such U.S. Holder’s interest in CSAC or (iii) is 

“not essentially equivalent to a dividend” with respect to such U.S. Holder. These tests are explained more fully 

below. 

In determining whether any of the foregoing tests are satisfied, a U.S. Holder takes into account not only stock 

actually owned by such U.S. Holder, but also shares that are constructively owned by such U.S. Holder. A U.S. 

Holder may constructively own, in addition to stock owned directly, stock owned by certain related individuals and 

entities in which the U.S. Holder has an interest or that have an interest in such U.S. Holder, as well as any stock the 

U.S. Holder has a CSAC Right to acquire by exercise of an option, which would generally include Subordinate 

Voting Shares which could be acquired pursuant to the exercise of the CSAC Warrants. In order to meet the 

substantially disproportionate test, the percentage of CSAC’s outstanding voting stock actually and constructively 

owned by the U.S. Holder immediately following the redemption of CSAC Class A Restricted Voting Shares must, 

among other requirements, be less than 80% of the percentage of CSAC’s outstanding voting stock actually and 

constructively owned by such U.S. Holder immediately before the redemption. There will be a complete termination 

of a U.S. Holder’s interest if either (i) all of the shares of CSAC’s stock actually and constructively owned by the 

U.S. Holder are redeemed or (ii) all of the shares of CSAC’s stock actually owned by the U.S. Holder are redeemed 

and the U.S. Holder is eligible to waive, and effectively waives in accordance with specific rules, the attribution of 

stock owned by certain family members and the U.S. Holder does not constructively own any other stock of CSAC. 

The redemption of the CSAC Class A Restricted Voting Shares will not be essentially equivalent to a dividend if a 

U.S. Holder’s redemption results in a “meaningful reduction” of the U.S. Holder’s proportionate interest in CSAC. 

Whether the redemption will result in a meaningful reduction of a U.S. Holder’s proportionate interest in CSAC will 

depend on the particular facts and circumstances. However, the IRS has indicated in a published ruling that even a 

small reduction in the proportionate interest of a small minority stockholder in a publicly-held corporation who 

exercises no control over corporate affairs may constitute such a “meaningful reduction.” A U.S. Holder should 

consult with its own tax advisors as to the tax consequences of a redemption of such U.S. Holder’s CSAC Class A 

Restricted Voting Shares. 

If none of the foregoing tests are satisfied, then the redemption will be treated as a corporate distribution and the tax 

effects will be as described under “Distributions on Subordinate Voting Shares” below with respect to such U.S. 

Holder’s CSAC Class A Restricted Voting Shares. After the application of those rules, any remaining tax basis of 

the U.S. Holder in the redeemed CSAC Class A Restricted Voting Shares will be added to the U.S. Holder’s 

adjusted tax basis in its remaining CSAC Class A Restricted Voting Shares, or, if it has none, proportionately to the 

U.S. Holder’s adjusted tax basis in its CSAC Warrants and CSAC Rights, or possibly in other stock of CSAC 

constructively owned by it. 

Tax Considerations of Holding and Disposing of Subordinate Voting Shares after the Transaction 

Distributions on Subordinate Voting Shares 
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For U.S. federal income tax purposes, the gross amount of any distribution paid by CSAC on the Subordinate Voting 

Shares generally should be included in the gross income of a U.S. Holder as a dividend to the extent the distribution 

is paid out of CSAC’s current or accumulated earnings and profits, as determined under U.S. federal income tax 

principles. Dividends will generally be taxable to a non-corporate U.S. Holder at the preferential rates applicable to 

long-term capital gains, provided that such holder holds the Subordinate Voting Shares for more than 60 days during 

the 121-day period beginning 60 days before the ex-dividend date and meets other holding period requirements. A 

U.S. Holder that is a corporation generally will be entitled to a deduction equal to 70 percent of the amount of 

dividends received by it (80 percent if the U.S. Holder owns 20 percent or more of CSAC’s stock, by vote and 

value), provided that such holder holds the Subordinate Voting Shares for more than 45 days during the 91 day 

period beginning 45 days before the ex-dividend date and meets other holding period requirements. To the extent 

that the amount of any distribution exceeds CSAC’s current and accumulated earnings and profits, the distribution 

should be treated, first, as a tax-free return of capital to the extent of the U.S. Holder’s tax basis in its Subordinate 

Voting Shares, and then, to the extent that the distribution exceeds the U.S. Holder’s tax basis in such shares, as a 

capital gain. The determination of the extent to which a distribution results in a tax-free return of capital or capital 

gain is generally determined on a share-by-share basis. 

If CSAC makes a distribution in Canadian dollars rather than U.S. dollars, the amount of the distribution that a U.S. 

Holder must include in income under the foregoing rules will be the U.S. dollar value of the Canadian dollar 

distribution, determined at the Canadian dollar/U.S. dollar spot rate on the date the distribution is includible in the 

U.S. holder’s gross income, regardless of whether the distribution is converted into U.S. dollars. Generally, any gain 

or loss resulting from currency exchange fluctuations during the period from the date the U.S. Holder includes the 

distribution in income to the date the holder converts the distribution into U.S. dollars will be treated as ordinary 

income or loss when recognized and will not be eligible for taxation at the preferential rates applicable to long-term 

capital gains. 

Distributions by CSAC to a U.S. Holder on Subordinate Voting Shares may be subject to withholding of Canadian 

tax. See “Certain Canadian Federal Income Tax Considerations – Non-Residents of Canada – Taxation of 

Dividends Received”. 

Dispositions of Subordinate Voting Shares 

Gain or loss, if any, recognized by a U.S. Holder on the sale or other disposition of Subordinate Voting Shares, 

generally will be treated as capital gain or loss in an amount equal to the difference between the U.S. Holder’s tax 

basis in CSAC’s Subordinate Voting Shares and the U.S. dollar value of the amount realized on such sale or 

disposition. Such capital gain or loss will be long-term capital gain or loss if a U.S. Holder’s holding period in the 

Subordinate Voting Shares is more than one year at the time of the sale or other disposition. Long-term capital gains 

recognized by certain non-corporate U.S. Holders (including individuals) will generally be subject to a maximum 

U.S. federal income tax rate of 20%. Deductions for capital losses are subject to limitations. Any such gain or loss 

that a U.S. Holder recognizes will generally be treated as U.S.-source gain or loss. 

Foreign Tax Credit Limitations 

Because it is anticipated that CSAC will be subject to tax both as a U.S. domestic corporation and as a Canadian 

corporation, a U.S. Holder may pay, through withholding, Canadian tax, as well as U.S. federal income tax, with 

respect to dividends paid on its Subordinate Voting Shares. For U.S. federal income tax purposes, a U.S. Holder 

may elect for any taxable year to receive either a credit or a deduction for all foreign income taxes paid by the holder 

during the year. Complex limitations apply to the foreign tax credit, including a general limitation that the credit 

cannot exceed the proportionate share of a taxpayer’s U.S. federal income tax that the taxpayer’s foreign source 

taxable income bears to the taxpayer’s worldwide taxable income. In applying this limitation, items of income and 

deduction must be classified, under complex rules, as either foreign source or U.S. source. The status of CSAC as a 

U.S. domestic corporation for U.S. federal income tax purposes will cause dividends paid by CSAC to be treated as 

U.S. source rather than foreign source for this purpose. As a result, a foreign tax credit may be unavailable for any 

Canadian tax paid on dividends received from CSAC. Similarly, to the extent a sale or disposition of the 

Subordinate Voting Shares by a U.S. Holder results in Canadian tax payable by the U.S. Holder (for example, 

because the Subordinate Voting Shares constitute taxable Canadian property within the meaning of the Tax Act), a 

U.S. foreign tax credit may be unavailable to the U.S. Holder for such Canadian tax. In each case, however, the U.S. 
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Holder should be able to take a deduction for the U.S. Holder’s Canadian tax paid, provided that the U.S. Holder has 

not elected to credit other foreign taxes during the same taxable year. 

The foreign tax credit rules are complex, and each U.S. Holder should consult its own tax advisor regarding these 

rules. 

Tax on Net Investment Income 

Certain U.S. Holders that are individuals, estates, or trusts whose income exceeds certain thresholds will be required 

to pay an additional 3.8 percent tax on their “net investment income,” which includes, among other things, dividends 

and net gain from the sale or other disposition of property (other than property held in a trade or business, other than 

a passive trade or business or a trade or business consisting of trading financial instruments or commodities). 

Back-Up Withholding and Information Reporting 

Payments of dividends on or proceeds arising from the sale or other taxable disposition of Subordinate Voting 

Shares generally will be subject to information reporting and back-up withholding if a U.S. Holder (i) fails to furnish 

such holder’s correct U.S. taxpayer identification number (generally on IRS Form W-9), (ii) furnishes an incorrect 

U.S. taxpayer identification number, (iii) is notified by the IRS that such U.S. Holder has previously failed to 

properly report items subject to back-up withholding, or (iv) fails to certify under penalties of perjury that the U.S. 

Holder has furnished its correct U.S. taxpayer identification number and that the IRS has not notified the U.S. 

Holder that it is subject to back-up withholding. 

Back-up withholding is not an additional tax. Any amounts withheld under the back-up withholding rules may be 

refunded or credited against the U.S. Holder’s U.S. federal income tax liability, assuming the required information is 

timely provided to the IRS. 

U.S. Holders should consult with their own tax advisors regarding the effect, if any, of the foregoing summary on 

their ownership and disposition of Subordinate Voting Shares. 

Tax Consequences of the Transaction to U.S. Holders of CSAC Warrants and CSAC Rights 

Treatment of CSAC Rights 

The treatment of the CSAC Rights is uncertain. The CSAC Rights may be viewed as a forward contract, derivative 

security or similar interest in CSAC (analogous to a warrant or option with no exercise price), and thus the Holder of 

the CSAC Right would not be viewed as owning the Subordinate Voting Shares issuable pursuant to the CSAC 

Rights until such Subordinate Voting Shares is actually issued. There may be other alternative characterizations of 

the CSAC Rights that the IRS may successfully assert, including that the CSAC Rights are treated as equity in 

CSAC at the time the CSAC Rights were issued.   

We believe the CSAC Rights should be treated in a manner similar to the CSAC Warrants, but the tax consequences 

of an acquisition of the Subordinate Voting Shares pursuant to CSAC Rights are unclear. Accordingly, U.S. Holders 

should consult their tax advisors regarding the tax consequences of an acquisition of the Subordinate Voting Shares 

pursuant to CSAC Rights. 

Conversion of CSAC into a U.S. Domestic Corporation 

Subject to the application of the PFIC rules discussed above, the following U.S. federal income tax consequences 

will result from the Conversion: 

(i) U.S. Holders will be deemed to exchange their CSAC Warrants and CSAC Rights for CSAC 

Warrants and CSAC Rights, respectively, in a U.S. domestic corporation; 

(ii) U.S. Holders will recognize no gain or loss as a result of the Conversion; 
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(iii) the aggregate tax basis of CSAC Warrants and CSAC Rights after the Conversion will be the same 

as such U.S. Holder’s aggregate tax basis in the CSAC Warrants and CSAC Rights, respectively, 

immediately prior to the Conversion; and 

(iv) the holding period of CSAC Warrants and CSAC Rights will include the holding period of the 

CSAC Warrants and CSAC Rights, respectively, prior to the Conversion. 

The exchange of CSAC Warrants and CSAC Rights for CSAC Warrants and CSAC Rights, respectively, in a U.S. 

domestic corporation will be subject to the PFIC rules discussed under “Passive Foreign Investment Company 

Considerations in Connection with the Conversion” above. However, a U.S. Holder is not permitted to make a 

Mark-to-Market Election or a QEF Election with respect to the CSAC Warrants or the CSAC Rights. The PFIC 

provisions are complex. U.S. Holders should consult their own tax advisors regarding the application of the PFIC 

regime, including whether the proposed Treasury Regulations under Code Section 1291(f) would apply to the 

Conversion, and the availability of and procedures for making elections under the Code and Treasury Regulations. 

CSAC Warrants and CSAC Rights Converting into CSAC Warrants and CSAC Rights for Subordinate Voting 

Shares 

The conversion of the CSAC Warrants and CSAC Rights into CSAC Warrants and CSAC Rights, respectively, to 

acquire Subordinate Voting Shares should qualify as a non-taxable event for U.S. Holders of CSAC Warrants and 

CSAC Rights. 

Exercise of CSAC Warrants and CSAC Rights 

A U.S. Holder should not recognize gain or loss on the exercise of a CSAC Warrant or a CSAC Right and related 

receipt of a Subordinate Voting Share. A U.S. Holder’s initial tax basis in the Subordinate Voting Share received on 

the exercise of a CSAC Warrant or the conversion of a CSAC Right should be equal to the sum of (a) such U.S. 

Holder’s tax basis in such CSAC Warrant or CSAC Right plus (b) with respect to the CSAC Warrants, the exercise 

price paid by such U.S. Holder on the exercise of such CSAC Warrant. A U.S. Holder’s holding period for the 

Subordinate Voting Share should begin on the date that such CSAC Warrant or CSAC Right is exercised by such 

U.S. Holder. 

Disposition of CSAC Warrants and CSAC Rights 

A U.S. Holder will recognize gain or loss on the sale or other taxable disposition of a CSAC Warrant or a CSAC 

Right in an amount equal to the difference, if any, between (a) the amount of cash plus the fair market value of any 

property received and (b) such U.S. Holder’s tax basis in the CSAC Warrant or CSAC Right sold or otherwise 

disposed of. Any such gain or loss generally will be a capital gain or loss, which will be long-term capital gain or 

loss if the CSAC Warrant or CSAC Right is held for more than one year. Deductions for capital losses are subject to 

complex limitations under the Code. 

Expiration of CSAC Warrants or CSAC Rights without Exercise 

Upon the lapse or expiration of a CSAC Warrant or CSAC Right, a U.S. Holder will recognize a loss in an amount 

equal to such U.S. Holder’s tax basis in such CSAC Warrant or CSAC Right. Any such loss generally will be a 

capital loss and will be long-term capital loss if such CSAC Warrant or CSAC Right is held for more than one year. 

Deductions for capital losses are subject to complex limitations under the Code. 

Certain Adjustments to the CSAC Warrants or CSAC Rights 

Under Code Section 305, an adjustment to the number of Subordinate Voting Shares that will be issued on the 

exercise of the CSAC Warrants or the conversion of the CSAC Rights, or an adjustment to the exercise price of such 

CSAC Warrants, may be treated as a constructive distribution to a U.S. Holder of the CSAC Warrants or CSAC 

Rights if, and to the extent that, such adjustment has the effect of increasing such U.S. Holder’s proportionate 

interest in the “earnings and profits” or CSAC’s assets, depending on the circumstances of such adjustment (for 

example, if such adjustment is to compensate for a distribution of cash or other property to the holders of 

Subordinate Voting Shares). Adjustments to the exercise price of CSAC Warrants made pursuant to a bona fide 
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reasonable adjustment formula that has the effect of preventing dilution of the interest of the holders of such CSAC 

Warrants should generally not be considered to result in a constructive distribution. Any such constructive 

distribution would be taxable whether or not there is an actual distribution of cash or other property. See more 

detailed discussion of the rules applicable to distributions made by CSAC at “Distributions on Subordinate Voting 

Shares” above. 

Tax Consequences to Non-U.S. Holders  

Distributions on Subordinate Voting Shares 

The gross amount of any distribution by CSAC to a Non-U.S. Holder on Subordinate Voting Shares will be treated 

as a dividend to the extent such distribution is paid out of CSAC’s current or accumulated earnings and profits, as 

determined under U.S. federal income tax principles. To the extent that the amount of any distribution exceeds 

CSAC’s current and accumulated earnings and profits for a taxable year, the distribution will be treated as a tax-free 

return of capital to the extent of the Non-U.S. Holder’s tax basis in its Subordinate Voting Shares. Then, to the 

extent that such distribution exceeds the Non-U.S. Holder’s tax basis in its Subordinate Voting Shares, it will be 

treated as gain from the sale or exchange of the Non-U.S. Holder’s Subordinate Voting Shares (see “Dispositions of 

Subordinate Voting Shares” below). The determination of the extent to which a distribution results in a tax-free 

return of capital or gain is generally determined on a share-by-share basis. Any such distribution that constitutes a 

dividend is treated as U.S.-source gross income and is subject to withholding under Code Section 1441 (unless it is 

treated as “effectively connected” income as described below and appropriate documentation is provided). The 

withholding rate on dividends under Code Section 1441 is generally 30 percent, but may be reduced pursuant to a 

U.S. income tax treaty. Non-U.S. Holders will be required to provide documentation to claim a treaty exemption or 

reduced rate of withholding with respect to the distribution. Non-U.S. Holders should also review the discussion of 

the FATCA rules below. Distributions by CSAC to a Non-U.S. Holder on Subordinate Voting Shares may also be 

subject to withholding of Canadian tax. See “Certain Canadian Federal Income Tax Considerations – Non-

Residents of Canada – Taxation of Dividends Received”. Non-U.S. Holders should consult their own tax advisors 

regarding the extent to which they may be entitled to claim a credit or deduction in their jurisdiction of residence for 

any taxes withheld on distributions by CSAC on the Subordinate Voting Shares. 

Dispositions of Subordinate Voting Shares or CSAC Warrants 

A Non-U.S. Holder generally will not be subject to U.S. federal income tax with respect to gain recognized upon the 

disposition of Subordinate Voting Shares or CSAC Warrants unless: 

(i) such Non-U.S. Holder is an individual who is present in the United States for a period or periods 

aggregating 183 days or more during the taxable year of disposition and certain other conditions 

are met; 

(ii) such gain is effectively connected with such Non-U.S. Holder’s conduct of a U.S. trade or 

business (and, where a tax treaty applies, is attributable to a U.S. permanent establishment 

maintained by the Non-U.S. Holder); or  

(iii) Subordinate Voting Shares or CSAC Warrants constitute a U.S. real property interest by reason of 

CSAC’s status as a “United States real property holding corporation” within the meaning of Code 

Section 897. 

A Non-U.S. Holder described in the first bullet above is required to pay a flat 30 percent tax on the gain derived 

from the sale, which tax may be offset by U.S.-source capital losses. A Non-U.S. Holder described in the second 

bullet above, or if the third bullet applies, is required to pay tax on the net gain derived from the sale under regular 

graduated U.S. federal income tax rates, and corporate Non-U.S. Holders described in the second bullet above may 

also be subject to branch profits tax at a 30 percent rate or such lower rate as may be specified by an applicable U.S. 

income tax treaty. Non-U.S. Holders should consult any applicable income tax treaties that may provide for different 

results. CSAC is not, and does not anticipate becoming, a United States real property holding corporation within the 

meaning of Code Section 897. Non-U.S. Holders should also review the discussion of the FATCA rules, below. 

Back-Up Withholding and Information Reporting 
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Generally, CSAC must report annually to the IRS and to Non-U.S. Holders the amount of dividends paid and the 

amount of tax, if any, withheld with respect to those payments. These information reporting requirements apply even 

if withholding is not required. Pursuant to tax treaties or other agreements, the IRS may make such information 

available to tax authorities in the Non-U.S. Holder’s country of residence. The payment of proceeds from the sale of 

Subordinate Voting Shares by a broker to a Non-U.S. Holder is generally not subject to information reporting if: 

(i) the Non-U.S. Holder certifies its non-U.S. status under penalties of perjury by providing a 

properly executed IRS Form W-8BEN, or otherwise establishes an exemption; or  

(ii) the sale of Subordinate Voting Shares is effected outside the United States by a foreign office of a 

broker, unless the broker is: (1) a U.S. person; (2) a foreign person that derives 50 percent or more 

of its gross income for certain periods from activities that are effectively connected with the 

conduct of a trade or business in the United States; (3) a “controlled foreign corporation” for U.S. 

federal income tax purposes; or (4) a foreign partnership more than 50 percent of the capital or 

profits interest of which is owned by one or more U.S. persons or which engages in a U.S. trade or 

business. 

A back-up withholding tax may apply to amounts paid to a Non-U.S. Holder if the Non-U.S. Holder fails to properly 

establish its foreign status on the applicable IRS Form W-8 or if certain other conditions are met. Back-up 

withholding is not an additional tax. Any amounts withheld under the back-up withholding rules may be refunded or 

credited against the Non-U.S. Holder’s U.S. federal income tax liability, assuming the required information is timely 

provided to the IRS. 

Foreign Account Tax Compliance Act 

The Foreign Account Tax Compliance Act (“FATCA”) rules may result in different U.S. federal income tax 

consequences than are described above for Non-U.S. Holders that are not individuals and for Non-U.S. Holders that 

receive payments through certain foreign financial institutions, investment funds or other non-U.S. persons, 

including with respect to withholding, information reporting, and distributions on and dispositions of shares. For 

example, FATCA imposes a 30 percent U.S. withholding tax on dividends on, or gross proceeds from the sale or 

other disposition of, shares paid to certain foreign financial institutions, investment funds and other non-U.S. 

persons receiving payments on the holder’s behalf if the holder or such persons fail to comply with certain 

requirements. Non-U.S. Holders should consult their own tax advisors with respect to the application of FATCA to 

their particular circumstances. 

PROMOTER 

Mercer, CSAC’s sponsor (who is also a CSAC Founder), is considered a promoter of CSAC within the meaning of 

applicable securities legislation.  

As of the date of this prospectus, Mercer owns, of record and beneficially, 3,677,625 CSAC Class B Shares 

(comprised of 3,415,437 CSAC Founders’ Shares and the 262,188 CSAC Class B Shares forming part of the 

262,188 (former) CSAC Class B Units), 2,884,058 CSAC Warrants (comprised of 2,621,870 CSAC Founders’ 

Warrants and the 262,188 CSAC Warrants forming part of the (former) 262,188  CSAC Class B Units) and 262,188 

CSAC Rights (forming part of the 262,188 (former) CSAC Class B Units), representing approximately 14.8% of 

CSAC’s current issued and outstanding shares.  

As of the Effective Date, and assuming that (i) no CSAC Shareholders elect to redeem their CSAC Class A 

Restricted Voting Shares, and (ii) Mercer elects to exercise in full the one-time exchange right to convert its existing 

CSAC Class B Shares into Multiple Voting Shares, Mercer is expected to own 3,677,625 Multiple Voting Shares, 

representing a total voting power of approximately 86.83%, and (ii) approximately 72.28% of the shares of CSAC 

on a Diluted Basis, assuming all of the CSAC Founders exercise their one-time conversion right of their existing 

CSAC Class B Shares on a one-for-one basis into Multiple Voting Shares and assuming the Warrants are not 

determined to be “out of the money” by the Resulting Issuer Board. 
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LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

Other than as described below, CSAC is not party to any legal proceedings, nor, to the knowledge of CSAC, are any 

such proceedings contemplated by or against CSAC. 

Strainz NV LLC, which currently owns a 40% membership interest in Canopy, has indicated that it may bring legal 

action in respect of the purchase price paid for its interest in Canopy. Pursuant the Canopy Agreement and the 

Washoe Agreement, CSAC has agreed to indemnify Canopy in respect of all costs incurred by Canopy in 

connection with resolution of any such litigation in excess of an agreed upon amount, such amount being reflective 

of CSAC’s understanding, based on discussions with Canopy and Washoe, of the possible outcomes to this matter 

during the negotiation of the Canopy Agreement and the Washoe Agreement. 

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Except as described in this prospectus, none of the proposed directors or executive officers of CSAC, or any person 

or company that is expected to beneficially own, or control or direct more than 10% of any class or series of shares 

of CSAC, or any associate or Affiliate of any of the foregoing persons, has or has had any material interest in any 

past transaction within the three years before the date of the prospectus, or any proposed transaction, that has 

materially affected or would materially affect CSAC or any of its expected subsidiaries. 

As at September 30, 2018, the amount due to Mercer by CSAC was C$185,896 for out-of-pocket expenses paid by 

Mercer on behalf of CSAC and the terms of the administrative services agreement which was entered into by Mercer 

and CSAC as part of the 2017 initial public offering of CSAC. As at September 30, 2018, the amount payable to 

Jonathan Sandelman by CSAC was C$495,564 for out-of-pocket expenses paid on behalf of CSAC with respect to 

the Transaction. The amounts due are unsecured, non-interest bearing and are payable no earlier than the date of the 

consummation of the Transaction, with no recourse against the funds held in CSAC’s escrow account.  

Since the CSAC Founders (including our sponsor, Mercer Park CB, L.P.) will lose their investment in CSAC if a 

qualifying transaction is not completed, they may have different interests than holders of Class A Restricted Voting 

Shares in evaluating whether a proposed qualifying transaction, such as the Qualifying Transaction, is appropriate. 

The CSAC Founders will not be entitled to redeem their CSAC Founders’ Shares in connection with a qualifying 

transaction or be entitled to access to CSAC’s escrow account in respect thereof upon CSAC’s winding-up. In 

addition, following completion of a qualifying transaction, the CSAC Founders’ Shares, and any Subordinate Voting 

Shares received by the CSAC Founders in exchange thereof, may not be sold or transferred until the earliest of: (i) 

one year following the Effective Time of the qualifying transaction, and (ii) the date on which the closing share 

price of the applicable Subordinate Voting Shares equals or exceeds $12.00 per share (as adjusted for share splits, 

share capitalizations, reorganizations, Extraordinary Dividends, reorganizations and recapitalizations and the like) 

for any 20 trading days within a 30-trading day period at any time following the Effective Time of the qualifying 

transaction, which, given the trading price of the CSAC Class A Restricted Voting Shares as of the date of this 

prospectus, is expected to be satisfied. The personal and financial interests of the CSAC Founders may influence the 

identifying and selecting of the qualifying transaction, the voting on the qualifying transaction and the operation of 

the business following the qualifying transaction. 

AUDITORS 

The auditor of CSAC is MNP LLP, having an address at 111 Richmond Street West, Suite 300, Toronto, Ontario, 

Canada  M5H 2G4. Such firm is independent of CSAC within the meaning of the Rules of Professional Conduct of 

the Chartered Professional Accountants of Ontario (registered name of The Institute of Chartered Accountants of 

Ontario). 

The auditor of the Target Businesses is Macias Gini & O’Connell LLP, having an address 12264 El Camino Real, 

Suite 402, San Diego, California 92130. Such firm is independent of the Target Businesses and CSAC within the 

meaning of the CPA Code of Professional Conduct and within the meaning of PCAOB Rule 3520, Auditor 

Independence. Upon completion of the Transaction it is proposed that MNP LLP will remain the auditor of CSAC. 



  

184 

REGISTRAR AND TRANSFER AGENT 

The transfer agent and registrar of the Subordinate Voting Shares and the Multiple Voting Shares will be Odyssey 

Trust Company at its principal offices in Calgary, Alberta. 

MATERIAL CONTRACTS 

The following are the material contracts of CSAC, other than contracts entered into in the ordinary course of 

business: 

 the Warrant Agreement;  

 the Rights Agreement;  

 the Definitive Agreements;  

 the Exchange Rights Agreements; 

 the Management Services Agreements; and 

 the Operations Agreement. 

Leases representing over 10% of the consolidated leasing cost of CSAC are also considered to be material contracts 

entered into outside of the ordinary course of business for the purposes of this prospectus. At this time, this would 

include at closing of the Transaction the following leases: 

 in respect of LivFree: 

 

o Lease agreement dated June 1, 2018 with Ponderosa View LLC and Billco Holdings LLC, in respect of 

the 20,320 square-foot premises located at 3900 W. Ponderosa Way, Las Vegas, Nevada 89118;  

 

 in respect of Washoe: 

 

o Sublease dated March 1, 2017 with Kynd-Strainz, LLC, in respect of the single-parcel retail center 

owned by JOCHCO Investments, LLC to be constructed by Washoe at the northeast corner of the 

intersection of Lake Street and E. Second Street in Reno, Nevada, specifically, the building 

located at 132 E. Second Street, Reno, Nevada 89501; and 

 

 in respect of Sira: 

 

o Lease agreement dated November 15, 2013 with Corner Brook, LLC, in respect of the Milford 

facility at 13 Commercial Way, Milford, MA 01757. 

 

o Lease agreement dated May 2, 2017 with Ap 240 Elm St., LP, in respect of the Somerville facility 

at 240 Elm Street, Somerville, MA 02144. 

To the extent that cannabis-related licenses could also be considered to be material contracts, the following licenses 

are expected to be in place at closing: 

 in respect of LivFree: 

 

o State of Nevada Medical Marijuana Dispensary Registration Certificate – Department of Taxation 

(attached to 5347 S. Decatur, Las Vegas, NV 89118); 

 

o State of Nevada Retail Marijuana Store License – Department of Taxation (attached to 5347 S. 

Decatur, Las Vegas, NV 89118); 
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o State of Nevada Medical Marijuana Dispensary Registration Certificate – Department of Taxation 

(attached to 50 N. Gibson, Henderson, NV 89014); 

 

o State of Nevada Retail Marijuana Store License – Department of Taxation (attached to 50 N. Gibson, 

Henderson, NV 89014); 

 

o State of Nevada Medical Marijuana Dispensary Registration Certificate – Department of Taxation 

(attached to 100 W. Plumb Lane, Reno, NV 89509); 

 

o State of Nevada Retail Marijuana Store License – Department of Taxation (attached to 100 W. Plumb 

Lane, Reno, NV 89509); 

 

o State of Nevada Medical Marijuana Cultivation Registration Certificate – Department of Taxation 

(attached to 3900 Ponderosa Way, Las Vegas, NV 89118); 

 

o State of Nevada Medical Marijuana Production Registration Certificate – Department of Taxation 

(attached to 3900 Ponderosa Way, Las Vegas, NV 89118); 

 

o State of Nevada Marijuana Cultivation Facility License – Department of Taxation (attached to 3900 

Ponderosa Way, Las Vegas, NV 89118) 

 

o State of Nevada Marijuana Product Manufacturing License – Department of Taxation (attached to 

3900 Ponderosa Way, Las Vegas, NV 89118). 

 

o State of Nevada Medical Marijuana Cultivation Registration Certificate – Department of Taxation 

(attached to 435 Eureka Avenue, Reno, NV 89512); 

 

o State of Nevada Medical Marijuana Production Registration Certificate – Department of Taxation 

(attached to 435 Eureka Avenue, Reno, NV 89512); 

 

o State of Nevada Marijuana Cultivation Facility License – Department of Taxation (attached to 435 

Eureka Avenue, Reno, NV 89512); and 

 

o State of Nevada Marijuana Product Manufacturing License – Department of Taxation (attached to 435 

Eureka Avenue, Reno, NV 89512). 

 

 in respect of Washoe: 

 

(a) State of Nevada Medical Marijuana Cultivation Facility – Department of Taxation (attached to 1645 

Crane Way, Sparks, NV 89431); 

 

(b) State of Nevada Marijuana Cultivation Facility License – Department of Taxation (attached to 1645 

Crane Way, Sparks, NV 89431); 

 

(c) State of Nevada Medical Marijuana Production Registration Certificate – Department of Taxation 

(attached to 1645 Crane Way, Sparks, NV 89431); 

 

(d) State of Nevada Marijuana Product Manufacturing License – Department of Taxation (attached to 

1645 Crane Way, Sparks, NV 89431); 

 

(e) State of Nevada Marijuana Distributor License – Department of Taxation (attached to 1645 Crane 

Way, Sparks, NV 89431); 

 

(f) Medical/Retail Marijuana Cultivation Facility License (attached to 1645 Crane Way, Sparks, NV 

89431); 
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(g) Medical/Retail Marijuana Production Facility License (attached to 1645 Crane Way, Sparks, NV 

89431); and 

 

(h) Retail Marijuana Distributor License (attached to 1645 Crane Way, Sparks, NV 89431). 

 

 in respect of Canopy: 

 

(a) State of Nevada Medical Marijuana Dispensary Registration Certificate – Department of Taxation 

(attached to 132 E. Second St., Reno, NV 89501); 

 

(b) State of Nevada Retail Marijuana Store License – Department of Taxation (attached to 132 E. Second 

St., Reno, NV 89501); 

 

(c) City of Reno – Medical Marijuana Dispensary License (attached to 132 E. Second St., Reno, NV 

89501); 

 

(d) Marijuana Establishment – Retail Marijuana Store License (attached to 132 E. Second St., Reno, NV 

89501); 

 

(e) State of Nevada Medical Marijuana Dispensary Registration Certificate – Department of Taxation 

(attached to 340 Lemmon Drive, Reno, NV  89506); 

 

(f) State of Nevada Retail Marijuana Store License –Department of Taxation (attached to 340 Lemmon 

Drive, Reno, NV  89506); and 

 

(g) Washoe County Marijuana License (attached to 340 Lemmon Drive, Reno, NV  89506); and 

 

 in respect of Sira: 

 

(a) Registered Marijuana Dispensary Registration (attached to 1001 Massachusetts Avenue, Cambridge, 

MA 02138); 

 

(b) Registered Marijuana Dispensary Registration (attached to 240 Elm Street, Somerville, MA 02114); 

 

(c) Registered Marijuana Dispensary Registration (attached to 29 Franklin Street, Needham, MA 02492); 

 

(d) Marijuana Establishment License (Cultivation/Tier 3 – Indoor) (attached to 13 Commercial Way, 

Milford, MA 01757); 

 

(e) Marijuana Establishment License (Product Manufacturer) (attached to 13 Commercial Way, Milford, 

MA 01757); and 

 

(f) Marijuana Establishment License (Transporter with Other Existing ME License) (attached to 13 

Commercial Way, Milford, MA 01757). 

Copies of the above material contracts will be available following completion of the Transaction on CSAC’s 

SEDAR profile at www.sedar.com. Set out below are the particulars of certain material contracts not described 

elsewhere in this prospectus. 

CONTRACTUAL RIGHT OF ACTION 

Original purchasers of CSAC Class A Restricted Voting Shares, CSAC Warrants and CSAC Rights from the 

underwriters in CSAC’s initial public offering who continue to hold those securities up to the Redemption Deadline 

will have a contractual right of action for rescission or damages against CSAC (as well as a contractual right of 

action for damages alone against: (a) the directors of CSAC as of the Redemption Deadline (the “CSAC 

file:///C:/Users/carmonaa/AppData/Roaming/OpenText/DM/Temp/www.sedar.com
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directors”), and (b) every person or company who signs this prospectus, which, for greater certainty, includes 

Mercer as a promoter of CSAC (collectively, the “signatories”)). 

In the event that CSAC’s qualifying transaction is completed and if this prospectus or any amendment hereto 

contains a misrepresentation (as defined in the Securities Act (Ontario)), provided that such claims for rescission or 

damages are commenced by the purchaser not later than: (a) in the case of an action for rescission, 180 days after the 

Redemption Deadline, or (b) in the case of an action for damages, the earlier of: (i) 180 days after the plaintiff first 

had knowledge of the facts giving rise to the cause of action, or (ii) three (3) years after the Redemption Deadline, a 

purchaser who purchased CSAC Class A Restricted Voting Shares, CSAC Warrants and CSAC Rights from CSAC 

in its initial public offering shall, in respect of such CSAC Class A Restricted Voting Shares, as re-designated 

pursuant to the Transaction as the applicable Subordinate Voting Shares, such CSAC Warrants and such CSAC 

Rights, be entitled to, in addition to any other remedy available at the time to such holder, (i) as against CSAC, in 

the case of rescission, the amount paid for such CSAC Class A Restricted Voting Shares and/or such CSAC 

Warrants and/or such CSAC Rights, as applicable, upon surrender of such securities, and (ii) as against CSAC, the 

CSAC directors and the signatories, in the case of a damages election, their proven damages. 

These parties have attorned to the jurisdiction of the courts of Ontario in respect of such rights of action. 

In addition, the following additional provisions apply to actions against the CSAC directors or the signatories: 

(i) each has a due diligence defence and the other defences and rights contemplated in section 130 of 

the Securities Act (Ontario) and at law; and 

(ii) each is entitled to be indemnified by CSAC and the Target Businesses to the maximum extent 

permitted by law. 

This contractual right of action for rescission or damages will, subject to the foregoing, be consistent with the 

statutory right of rescission or damages described under section 130 of the Securities Act (Ontario). In no case shall 

the amount recoverable exceed the original purchase price of the CSAC Class A Restricted Voting Units. In 

addition, for non-residents of Canada, the contractual right shall be subject to the same interpretational or 

constitutional defences, if any, as would apply to a claim against a resident Canadian issuer under section 130 of the 

Securities Act (Ontario), and, as a result, the argument that non-residents are not entitled to take advantage of the 

contractual right shall not be precluded. 

The directors of CSAC as at the date of the final prospectus (or any amendment), namely Jonathan Sandelman, 

Mark Smith, Kamaldeep Thindal, Charles Miles and Chris R. Burggraeve will, subject to the terms thereof, be 

potentially liable for misrepresentations in this final prospectus (as it may be amended) under Part XXIII.1 of the 

Securities Act (Ontario) and the “Contractual Right of Action” as described above. New directors of CSAC 

appointed after such date will not be subject to such liability as such. 

SECURITIES LAWS EXEMPTIONS 

Pursuant to a pre-filing application made to the Ontario Securities Commission, as principal regulator, CSAC has 

applied for exemptive relief from Item 32 (Financial Statement Disclosure for Issuers) of Form 41-101F1 – 

Information Required in a Prospectus with respect to the provision of LivFree’s audited financial statements for the 

year ended December 31, 2016, whose 2016 data was lost due to the industry-wide issue involving a cannabis 

technology service provider in 2016, whereby the technology service provider suffered a complete data loss.  

In the pre-filing application, CSAC requested relief because CSAC and LivFree management believe that the 2016 

year, as a start-up period in a new high growth industry during which sales were very modest, is not material to 

understanding LivFree’s business. CSAC believes that the 2017 and 2018 (to date) periods are much more relevant, 

as are anticipated 2019 and later results (especially with respect to U.S. cannabis businesses, where State-level 

legalization commenced earlier than federal-level legalization in Canada). Accordingly, to assist investors and 

provide additional assurance, CSAC and LivFree have provided audited results for LivFree for the 2017, 2015 and 

2014 years and, in addition, for the nine month period ended September 30, 2018 as well as the audited consolidated 

balance sheet as of January 1, 2017. See “Selected Consolidated Financial Information – LivFree Data Loss”. 
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The receipt of this prospectus will formally evidence that the requested relief has been granted. 

FINANCIAL STATEMENTS 

Please see attached the following financial statements: 

 audited financial statements of CSAC as of and for the year ended September 30, 2018, together with the 

notes thereto and the auditors’ report thereon, attached to this prospectus as Appendix A; 

 audited consolidated financial statements of LivFree as of and for the nine months ended September 30, 

2018, together with the notes thereto and the auditors’ report thereon (non-comparative), attached to this 

prospectus as Appendix C; 

 audited consolidated financial statements of LivFree as of and for the year ended December 31, 2017, the 

audited consolidated balance sheet of LivFree as of January 1, 2017, and the audited consolidated financial 

statements of LivFree as of and for the year ended December 31, 2015 (and as of and for the period from 

July 16, 2014 to December 31, 2014), together in each case with the notes thereto and the auditors’ report 

thereon, attached to this prospectus as Appendix D;  

 unaudited condensed consolidated interim financial statements of LivFree as of and for the three and nine 

months ended September 30, 2018 and 2017, attached to this prospectus as Appendix E;  

 audited consolidated financial statements of Washoe as of and for the years ended December 31, 2017, 

2016 and 2015, together with the notes thereto and the auditors’ report thereon, attached to this prospectus 

as Appendix G; 

 unaudited condensed consolidated interim financial statements of Washoe as of and for the three and nine 

months ended September 30, 2018 and 2017, together with the notes thereto, attached to this prospectus as 

Appendix H; 

 audited consolidated financial statements of Canopy as of and for the year ended December 31, 2017 and 

for the period from April 1, 2016 (inception date) to December 31, 2016, together with the notes thereto 

and the auditors’ report thereon, attached to this prospectus as Appendix J; 

  unaudited condensed consolidated interim financial statements of Canopy as of and for the three and nine 

months ended September 30, 2018 and 2017, together with the notes thereto, attached to this prospectus as 

Appendix K; 

 audited consolidated financial statements of Sira as of and for the years ended December 31, 2017, 2016 

and 2015, together with the notes thereto and the auditors’ report thereon, attached to this prospectus as 

Appendix M; 

 unaudited condensed consolidated interim financial statements of Sira as of and for the three and nine 

months ended September 30, 2018 and 2017, together with the notes thereto, attached to this prospectus as 

Appendix N; 

 audited consolidated financial statements of Cannapunch as of and for the period from March 30, 2017 

(inception date) to December 31, 2017, together with the notes thereto and the auditors’ report thereon, 

attached to this prospectus as Appendix P; 

 unaudited condensed consolidated interim financial statements of Cannapunch as of and for the three and 

nine months ended September 30, 2018 and 2017, together with the notes thereto, attached to this 

prospectus as Appendix Q; and 

 unaudited pro forma financial statements of CSAC, after giving effect to the Transaction, as of and for the 

year ended September 30, 2018, together with the notes thereto, and attached to this prospectus as 

Appendix T. 
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CANNABIS STRATEGIES ACQUISITION CORP.

FINANCIAL STATEMENTS

YEAR ENDED SEPTEMBER 30, 2018

AND FOR THE PERIOD FROM COMMENCEMENT OF
OPERATIONS ON JULY 31, 2017 TO

SEPTEMBER 30, 2017

(EXPRESSED IN CANADIAN DOLLARS)



Independent Auditors’ Report 

To the Shareholders of Cannabis Strategies Acquisition Corp.: 

We have audited the accompanying financial statements of Cannabis Strategies Acquisition Corp., which comprise the 
statements of financial position as at September 30, 2018 and September 30, 2017, and the statements of operations and 
comprehensive loss, changes in shareholders' deficiency and cash flows for the year ended September 30, 2018 and the 
period from the date of incorporation (July 31, 2017) to September 30, 2017, and a summary of significant accounting 
policies and other explanatory information. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audit in 
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Opinion 
In our opinion, the financial statements present fairly, in all material respects, the financial position of Cannabis Strategies 
Acquisition Corp. as at September 30, 2018 and September 30, 2017 and its financial performance and its cash flows for the 
year ended September 30, 2018 and the period from the date of incorporation (July 31, 2017) to September 30, 2017 in 
accordance with International Financial Reporting Standards. 

Toronto, Ontario Chartered Professional Accountants 
November 27, 2018  Licensed Public Accountants 

Michelle.Laverty
MNP Signature



Cannabis Strategies Acquisition Corp.
Statements of Financial Position
(Expressed in Canadian Dollars)

As at As at
September 30, September 30,

2018 2017

ASSETS

Current 
Cash $ 703,237 $ 10
Prepaid expenses 4,375 -
Deposit 300,000 -

1,007,612 10

Restricted cash and short-term investments held in escrow (note 5) 135,683,564 -
Total assets $ 136,691,176 $ 10

LIABILITIES AND SHAREHOLDERS' DEFICIENCY

Current 
Accounts payable and accrued liabilities $ 718,288 $ -
Due to related parties (note 11) 773,776 -

1,492,064 -
Deferred underwriters' commission (note 9) 4,716,250 -
Class A Restricted Voting Shares subject to redemption (note 6) 159,005,000 -
Warrant liability (note 7) 16,359,058 -

Total liabilities 181,572,372 -

Shareholders' deficiency
Share capital (note 8(a)) 2,287,620 10
Deficit (47,168,816) -

Total shareholders' deficiency (44,881,196) 10
Total liabilities and shareholders' deficiency $ 136,691,176 $ 10

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

Organization and nature of operations (note 1)

Approved on behalf of the Board:

"Jonathan Sandelman", Director

"Kamaldeep Thindal", Director
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Cannabis Strategies Acquisition Corp.
Statements of Operations and Comprehensive loss
(Expressed in Canadian Dollars)

Period from
July 31, 2017

(date of
incorporation)

Year Ended to
September 30, September 30,

2018 2017

Revenue
Interest income $ 933,564 $ -

Expenses
Transaction costs (note 9) 9,130,817 -
General and administrative (note 10) 1,176,016 -
Net unrealized loss on changes in the fair value of financial liabilities (notes 6 and 7) 37,795,547 -

48,102,380 -
Net loss and comprehensive loss for the year/period (47,168,816) $ -

Basic and diluted net loss per Class B share $ (15.97) $ 0.00
Weighted average number of Class B Shares outstanding (basic and diluted) 2,953,407 -

The accompanying notes are an integral part of these financial statements.
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Cannabis Strategies Acquisition Corp.
Statements of Cash Flows
(Expressed in Canadian Dollars)

Period from
July 31, 2017

(date of
incorporation)

Year Ended to
September 30, September 30,

2018 2017

Operating activities
Net loss and comprehensive loss for the year/period $ (47,168,816) $ -
Non-cash items included in net loss and other adjustments:

Interest income (933,564) -
Transaction costs associated with financing activities (note 9) 9,130,817 -
Net unrealized loss on changes in the fair value of financial liabilities 37,795,547 -

Changes in non-cash working capital items:
Prepaid expenses (4,375) -
Deposit (300,000) -
Accounts payable and accrued liabilities 718,288 -
Due to related parties 773,776 -

Net cash provided by operating activities 11,673 -

Investing activities
Investment in restricted cash and short-term investments held in escrow (note 5) (134,750,000) -

Net cash used in investing activities (134,750,000) -

Financing activities
Proceeds from issuance of Class B Shares to Founders (note 8) 25,000 -
Proceeds from issuance of Class B Units (note 8) 2,621,880 -
Proceeds from issuance of Class B Shares in connection with corporate 

organization (note 8) - 10
Proceeds from issuance of Warrants to Founders (note 7) 2,621,870 -
Proceeds from issuance of Class A Restricted Voting Units (notes 6 and 7) 134,750,000 -
Transaction costs (note 9) (4,577,196) -
Net cash provided by financing activities 135,441,554 10

Net change in cash during the year/period 703,227 10
Cash, beginning of year/period 10 -
Cash, end of year/period $ 703,237 $ 10

The accompanying notes are an integral part of these financial statements.
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Cannabis Strategies Acquisition Corp.
Statements of Changes in Shareholders' Deficiency
(Expressed in Canadian Dollars)

Class B Shares

Number Amount Deficit Total
From commencement of operations on July 31, 2017 - $ - $ - $ -
Issuance of Class B Shares in connection with organization of the Corporation (note 8(a)) 1 10 - 10
Balance, September 30, 2017 1 10 - 10
Issuance of Class B Shares to Founders (note 1 and note 8(a)) 3,662,109 25,000 - 25,000
Issuance of Class B Units to Sponsor (note 1 and note 8(a)) 262,188 2,621,880 - 2,621,880
Allocation of proceeds received pursuant to the Offering, over-allotment option and attributed to 

Warrants (note 1 and note 8(a)) - (196,641) - (196,641)
Transaction costs (note 9) (162,629) - (162,629)
Forfeiture of Founders Class B Shares (note 1) (227,812) - - -
Net loss and comprehensive loss for the year - (47,168,816) (47,168,816)
Balance, September 30, 2018 3,696,486 $ 2,287,620 $(47,168,816) $ (44,881,196)

The accompanying notes are an integral part of these financial statements.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

1. Organization and nature of operations

Cannabis Strategies Acquisition Corp. (“Cannabis Strategies” or the “Corporation”) is a special purpose acquisition
corporation which was incorporated for the purpose of effecting an acquisition of one or more businesses or assets, by
way of a merger, amalgamation, arrangement, share exchange, asset acquisition, share purchase, reorganization, or
any other similar business combination involving the Corporation (a “Qualifying Transaction”). The Corporation’s
business activities are carried out in a single business segment.

The Corporation was incorporated on July 31, 2017 under the Business Corporations Act (Ontario) and is domiciled in
Canada.  The registered office of the Corporation is located at 199 Bay Street, Suite 5300, Commerce Court West,
Toronto, Ontario, M5L 1B9.  The head office of the Sponsor (as defined below) is located at 590 Madison Avenue, 26th

Floor, New York, New York, 10022.

On December 21, 2017, the Corporation completed its initial public offering (the “Offering”) of 12,500,000 Class A
Restricted Voting Units at $10.00 per Class A Restricted Voting Unit.  Each Class A Restricted Voting Unit consisted of
one Class A restricted voting share (“Class A Restricted Voting Share”) of the Corporation, one share purchase
warrant (each, a “Warrant”) and one right (each, a “Right”).   Each Class A Restricted Voting Share, unless previously
redeemed, will be automatically converted into one Class B Share following the closing of a Qualifying Transaction.  All
Warrants will become exercisable at a price of $11.50 per share, commencing 65 days after the completion of a
Qualifying Transaction and will expire on the day that is five years after the completion of a Qualifying Transaction or
may expire earlier if a Qualifying Transaction does not occur within the permitted timeline of 18 months (“Permitted
Timeline”) (subject to extension, as further described herein) from the closing of the Offering or if the expiry date is
accelerated. Each Warrant is exercisable to purchase one Class A Restricted Voting Share (which, following the
closing of the Qualifying Transaction, will become one Class B Share of Cannabis Strategies and each Right would
represent the entitlement to automatically receive, for no additional consideration, one-tenth (1/10) of one Class A
Restricted Voting Share (following the closing of a Qualifying Transaction, which at such time will be one-tenth (1/10)
of a Class B Share).  At the option of the warrant holder, the Warrants may be exercised through cashless exercise.

In connection with the Offering, the Corporation granted the underwriter a 30-day non-transferable option to purchase
up to an additional 1,875,000 Class A Restricted Voting Units, at a price of $10.00 per Class A Restricted Voting Unit,
to cover over-allotments, if any, and for market stabilization purposes. 

Concurrent with the completion of the Offering, Mercer Park CB, L.P. (the “Sponsor”), a limited partnership formed
under the laws of the State of Delaware, indirectly controlled by Mercer Park, L.P., a privately-held family office based
in New York, New York and Kamaldeep Thindal and Charles Miles (or persons or companies controlled by them)
(collectively with the Sponsor, the “Founders”) purchased an aggregate of 3,662,109 Class B Shares ("Founders'
Shares"), consisting of 3,642,109 Class B Shares purchased by the Sponsor, 10,000 Class B Shares purchased by
Kamaldeep Thindal, and 10,000 Class B Shares purchased by Charles Miles, in each case assuming that the over-
allotment option was exercised in full for total proceeds of $25,000.  In addition, the Sponsor purchased an aggregate
of 250,000 Class B Units (the “Class B Units”) at $10.00 per Class B Unit and 2,500,000 Warrants (“Founders’
Warrants”) at $1.00 per Founders’ Warrant.  Each Class B Unit consists of one Class B Share, one Warrant and one
Right.  The Founders’ Warrants will be subject to the same terms and conditions as the Warrants underlying the Class
A Restricted Voting Units and Class B Units. The Rights underlying the Class B Units will be subject to the same terms
and conditions as the Rights underlying the Class A Restricted Voting Units.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

1. Organization and nature of operations (continued)

On January 19, 2018, the underwriter exercised its over-allotment option to purchase an additional 975,000 Class A
Restricted Voting Units for aggregate proceeds of $9,750,000 and the Sponsor subscribed for a additional 121,870
Founders' Warrants (for an aggregate purchase price of $121,870) and 12,188 Class B Units (for an aggregate
purchase price of $121,880) for aggregate proceeds of $243,750. As a result of the exercise of the over-allotment
option, an aggregate of 13,475,000 Class A Restricted Voting Units of the Corporation were issued for aggregate
proceeds of $134,750,000.  Due to the partial exercise of the over-allotment option, an aggregate of 227,812 Class B
Shares (also known as Founders’ Shares) were forfeited without compensation by the Founders on January 19, 2018.
As a result, following the exercise of the over-allotment option and forfeiture of the 227,812 Founders’ Shares, the
Founders own an aggregate of 3,434,297 Class B Shares, 262,188 Class B Units and 2,621,870 Founders’ Warrants.

Each Class A Restricted Voting Unit commenced trading on December 21, 2017 on the Aequitas NEO Exchange Inc.
(the “Exchange”) under the symbol “CSA.UN”, and were separated into Class A Restricted Voting Shares, Warrants
and Rights following the close of business on January 30, 2018, being 40 days following the closing of the Offering,
which trade under the symbols “CSA.A”, “CSA.WT” and “CSA.RT”, respectively. The Class B Shares issued to the
Founders and the Class B Units issued to the Sponsor will not be listed prior to the Qualifying Transaction.

The proceeds of $134,750,000 from the Offering and over-allotment are held by Odyssey Trust Company, as Escrow
Agent, in an escrow account (the “Escrow Account”) at a Canadian chartered bank or subsidiary thereof, in
accordance with the escrow agreement. Subject to applicable law and payment of certain taxes, permitted
redemptions and certain expenses, as further described herein, none of the funds held in the Escrow Account will be
released to the Corporation prior to the closing of a Qualifying Transaction. The escrowed funds will be held to enable
the Corporation to (i) satisfy redemptions made by holders of Class A Restricted Voting Shares (including in the event
of a Qualifying Transaction or an extension to the Permitted Timeline of up to 36 months with shareholder approval
from the holders of Class A Restricted Shares and the Corporation’s board of directors, or in the event a Qualifying
Transaction does not occur within the Permitted Timeline), (ii) fund a Qualifying Transaction with the net proceeds
following payment of any such redemptions and deferred underwriting commissions, and/or (iii) pay taxes on amounts
earned on the escrowed funds and certain permitted expenses. Such escrowed funds and all amounts earned,
subject to such obligations and applicable law, will be assets of the Corporation. These escrowed funds will also be
used to pay the deferred underwriting commissions in the amount of $4,716,250, 50% of which will be payable to the
Underwriter and the remaining 50% will be payable by the Corporation at its discretion.

In connection with consummating a Qualifying Transaction, the Corporation will require (i) approval by a majority of the
directors unrelated to the Qualifying Transaction, and (ii) approval by a majority of the holders of the Class A Restricted
Voting Shares and Class B Shares, voting together as if they were a single class of shares, at a shareholders meeting
held to consider the Qualifying Transaction, if required by the Exchange's rules at the time of the Qualifying
Transaction. Irrespective of whether they vote for or against, or do not vote on, the proposed Qualifying Transaction,
holders of Class A Restricted Voting Shares may elect to redeem all or a portion of their Class A Restricted Voting
Shares at a per share price, payable in cash, equal to the pro-rata portion per Class A Restricted Voting Share of: (A)
the escrowed funds available in the Escrow Account at the time of the shareholders meeting (if required by the rules of
the Exchange at the time of the Qualifying Transaction, or if no such shareholders’ meeting is required, at the time
immediately prior to the redemption deposit timeline), including interest and other amounts earned thereon; less (B) an
amount equal to the total of (i) applicable taxes payable by the Corporation on such interest and other amounts earned
in the Escrow Account and (ii) actual and expected direct expenses related to the redemption, each as reasonably
determined by the Corporation, subject to certain limitations. Each holder of Class A Restricted Voting Shares,
together with any affiliate of such holder or any other person with whom such holder or affiliate is acting jointly or in
concert, will be subject to a redemption limitation of an aggregate 15% of the number of Class A Restricted Voting
Shares issued and outstanding. Class B Shares will not be redeemable in connection with a Qualifying Transaction or
an extension to the Permitted Timeline and holders of Class B Shares shall not be entitled to access the Escrow
Account should a Qualifying Transaction not occur within the Permitted Timeline.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

1. Organization and nature of operations (continued)

If the Corporation is unable to complete its Qualifying Transaction within the Permitted Timeline (or an extension of the
Permitted Timeline), all of the Class A Restricted Voting Shares will be automatically redeemed and each holder of a
Class A Restricted Voting Share will receive an amount, payable in cash, equal to the pro-rata portion per Class A
Restricted Voting Share of: (A) the Escrow Account, including any interest and other amounts earned; less (B) an
amount equal to the total of (i) any applicable taxes payable by the Corporation on such interest and other amounts
earned in the Escrow Account, (ii) any taxes of the Corporation arising in connection with the redemption of the Class
A Restricted Voting Shares, and (iii) up to a maximum of $50,000 of interest and other amounts earned to pay actual
and expected expenses related to the dissolution and certain other related costs as reasonably determined by the
Corporation. The underwriter will have no right to the deferred underwriting commissions held in the Escrow Account in
such circumstances.

2. Basis of presentation

These financial statements of the Corporation as at September 30, 2018 and for the year ended September 30, 2018
(the “September 2018 Financial Statements”) have been prepared in accordance with International Financial Reporting
Standards ("IFRS") as issued by the International Accounting Standards Board, and with interpretations of the
International Financial Reporting Interpretations Committee which the Canadian Accounting Standards Board has
approved for incorporation into Part 1 of the Chartered Professional Accountants of Canada Handbook – Accounting.
The September 2018 Financial Statements were authorized for issuance by the Board of Directors on November 27,
2018.

The significant accounting policies and methods of application adopted by the Corporation in the preparation of the
September 30, 2018 Financial Statements are provided in note 3.

3. Summary of significant accounting policies

The significant accounting policies adopted by the Corporation in the preparation of its financial statements are set out
below.

Basis of presentation

These financial statements have been prepared under the historical cost convention, except for the carrying value of
Class A Restricted Voting Shares subject to redemption and Warrant liability, which are measured at fair value as
determined at each reporting date. The Corporation's functional and presentation currency is the Canadian dollar. 
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

3. Summary of significant accounting policies (continued)

Financial instruments

Financial assets and liabilities are recognized when the Corporation becomes a party to the contractual provisions of
the instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have expired
or are assigned and the Corporation has transferred substantially all risks and rewards of ownership in respect of the
asset. Financial liabilities are derecognized when the related obligation is discharged, cancelled or expires.

Classification of financial instruments in the Corporation’s financial statements depends on the purpose for which the
financial instruments were acquired or incurred. Management determines the classification of financial instruments at
initial recognition.

Financial assets are classified as fair value through profit or loss ("FVTPL") or loans and receivables. Financial
liabilities are classified as FVTPL or other financial liabilities.

Financial instruments are recognized initially at fair value. Transaction costs that are directly attributable to the
acquisition or issue of a financial instrument classified as other than at FVTPL are added to the carrying amount of the
asset or liability. The fair value of financial instruments is generally determined by the point within the bid-ask spread
where an active market exists. If the last traded price falls outside of the day's bid-ask spread, management will
determine the point within the bid-ask spread that is most representative of fair value based on the specific facts and
circumstances. Where an active market is not available for a financial instrument, the fair value is determined using
valuation techniques.

Financial instruments classified as FVTPL are carried at fair value in the statements of financial position and any gains
or losses are recorded in net income (loss) in the period in which they arise. Financial instruments classified as FVTPL
include cash, restricted cash, Class A Restricted Voting Shares subject to redemption, and Warrant liability.

Loans and receivables and other financial liabilities are recognized at amortized cost using the effective interest rate
method. Such accounts include accounts payable and accrued liabilities, due to related parties and deferred
underwriters' commission.

All financial instruments recognized at fair value in the statements of financial position are classified into one of three
levels in the fair value hierarchy as follows:

 Level 1 – Valuation based on quoted prices (unadjusted) observed in active markets for identical assets or
liabilities.

 Level 2 – Valuation techniques based on inputs that are quoted prices of similar instruments in active markets;
quoted prices for identical or similar instruments in markets that are not active; inputs other than quoted prices
used in a valuation model that are observable for that instrument; and inputs that are derived from or
corroborated by observable market data by correlation or other means.

 Level 3 – Valuation techniques with significant unobservable market inputs.

- 8 -



Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

3. Summary of significant accounting policies (continued)

Impairment of Financial Assets at Amortized Cost

At each reporting date, the Corporation assesses whether there is objective evidence that a financial asset is impaired.
A financial asset is impaired and impairment losses are incurred only if there is objective evidence of impairment as a
result of one or more events that occurred after the initial recognition of the asset, and that loss event has an impact on
the estimated future cash flows of the financial asset that can be reliably estimated. Objective evidence may include
significant financial difficulty of the obligor or delinquencies in interest and principal payments. If such evidence exists,
the Corporation recognizes an impairment loss equal to the difference between the carrying value of the financial asset
and the present value of the estimated future cash flows, discounted using the instrument’s original effective interest
rate for the financial asset. An impairment of a financial asset carried at amortized cost is reversed in subsequent
periods if the amount of the loss decreased and the decrease can be related objectively to an event occurring after the
impairment was recognized.

Income taxes

The Corporation follows the balance sheet liability method to provide for income taxes on all transactions recorded in
its financial statements. The balance sheet liability method requires that income taxes reflect the expected future tax
consequences of temporary differences between the carrying amounts of assets and liabilities and their tax bases.
Deferred income tax assets and liabilities are determined for each temporary difference and for unused tax losses and
unused tax credits, as applicable, at rates expected to be in effect when the asset is realized or the liability is settled.

The effect on deferred income tax assets and liabilities of a change in tax rates is recognized in net income or loss in
the period that includes the substantive enactment date. Deferred income tax assets are recognized to the extent that
it is probable that the assets can be recovered.

Deferred income tax assets, including those arising from unutilized tax losses, require management to assess the
likelihood that the Corporation will generate taxable income in future periods in order to utilize recognized deferred tax
assets. Estimates of future taxable income are based on forecasted cash flows from operations and the application of
existing laws in each applicable jurisdiction. Future taxable income is also significantly dependent upon the
Corporation completing a Qualifying Transaction, the underlying structure of a Qualifying Transaction, and the resulting
nature of operations. To the extent that future cash flows and/or the probability, structure and timing, and the nature of
operations of a future Qualifying Transaction differ significantly from estimates made, the ability of the Corporation to
realize a deferred income tax asset could be materially impacted.

Earnings (loss) per share

Basic earnings or loss per share is computed by dividing the net earnings or loss attributable to shareholders by the
weighted average number of shares outstanding during the period, excluding Class A Restricted Voting Shares subject
to redemption. Diluted earnings or loss per share, where applicable, is calculated by adjusting the weighted average
number of shares outstanding for dilutive instruments by applying the treasury stock method.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

3. Summary of significant accounting policies (continued)

New standards not yet adopted and interpretations issued but not yet effective

IFRS 9 Financial Instruments

Financial Instruments (“IFRS 9”) is effective for the Corporation on October 1, 2018 and must be applied
retrospectively with some exemptions. Early adoption is permitted.  The restatement of prior periods is not required
and is only permitted if information is available without the use of hindsight.

IFRS 9 introduces new requirements for the classification and measurement of financial assets.  Under IFRS 9,
financial assets are classified and measured based on the business model in which they are held and the
characteristics of their contractual cash flows. The standard also introduces additional changes relating to financial
liabilities and amends the impairment model by introducing a new ‘expected credit loss’ model for calculating
impairment.

IFRS 9 also includes a new general hedge accounting standard which aligns hedge accounting more closely with risk
management. This new standard does not fundamentally change the types of hedging relationships or the requirement
to measure and recognize ineffectiveness, however it will provide more hedging strategies that are used for risk
management to qualify for hedge accounting and introduce more judgment to assess the effectiveness of a hedging
relationship.

Special transitional requirements have been set for the application of the new general hedging model.

Based on the Corporation's assessment, the Corporation has determined that this standard will not have a significant
impact on its financial statements.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) is effective for the Corporation on October 1, 2018.
Earlier application is permitted. 

The standard contains a single model that applies to contracts with customers and two approaches to recognizing
revenue: at a point in time or over time. The model features a contract-based five-step analysis of transactions to
determine whether, how much and when revenue is recognized.   New estimates and judgmental thresholds have
been introduced, which may affect the amount and/or timing of revenue recognized. The new standard applies to
contracts with customers. It does not apply to insurance contracts, financial instruments or lease contracts, which fall in
the scope of other IFRSs.

Based on the Corporation's assessment, the Corporation has determined that this standard will not have a significant
impact on its financial statements.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

4. Critical accounting judgments, estimates and assumptions

The preparation of these financial statements requires the Corporation to make judgments in applying its accounting
policies and estimates and assumptions about the future. These judgments, estimates and assumptions affect the
Corporation’s reported amounts of assets, liabilities, and items in net income or loss, and the related disclosure of
contingent assets and liabilities, if any. The Corporation evaluates its estimates on an ongoing basis. Such estimates
are based on various assumptions that the Corporation believes are reasonable under the circumstances, and these
estimates form the basis for making judgments about the carrying value of assets and liabilities and the reported
amounts of items in net income or loss that are not readily apparent from other sources. Actual results may differ from
these estimates under different assumptions or conditions. The following discusses the most significant accounting
judgments, estimates and assumptions that the Corporation has made in the preparation of its September 30, 2018
Financial Statements.

Fair Value of Financial Instruments

Certain financial instruments are recorded in the Corporation’s statements of financial position at values that are
representative of or approximate their fair value. The fair value of a financial instrument that is traded in active markets
at each reporting date is determined by reference to its quoted market price. If the financial instrument does not trade
on an active market, the Corporation will use an option-pricing model to measure the fair value of the financial
instrument. Application of the option-pricing model requires estimates in expected dividend yields, expected volatility in
the underlying assets and the expected life of the financial instrument.  Changes in the underlying trading value or
estimates may significantly affect the amount of net income or loss for a particular period. Furthermore, the quoted
market price or option price of a financial liability may not be equal to the amount that the Corporation may have to pay
in settlement of the underlying obligation, should such obligation become immediately payable. The Corporation
reviews assumptions relating to financial instruments on an ongoing basis to ensure that the basis for determination of
fair value is appropriate.

Warrant Valuations

Pursuant to the Corporation’s Offering of Class A Restricted Voting Units, the Corporation issued Warrants. The
Company also issued Warrants as part of the Class B Units issued to Founders and has also issued the Founders
Warrants.  Estimating the fair value of warrants requires determining the most appropriate valuation model that is
dependent on the terms and conditions of the Warrant. To the extent that a quoted market value is not available, the
Corporation applies an option-pricing model to measure the fair value of the Warrants issued. Application of the option-
pricing model requires estimates in expected dividend yields, expected volatility in the underlying assets and the
expected life of the Warrant. These estimates may ultimately be different from amounts subsequently realized,
resulting in an overstatement or understatement of net income or loss.

Income tax

The determination of the Corporation’s income taxes and other tax assets and liabilities requires interpretation of
complex laws and regulations. Judgment is required in determining whether deferred income tax assets should be
recognized on the statements of financial position. Deferred income tax assets, including those arising from unutilized
tax losses, require management to assess the likelihood that the Corporation will generate taxable income in future
periods in order to utilize recognized deferred tax assets. Estimates of future taxable income are based on forecasted
cash flows from operations and the application of existing laws in each applicable jurisdiction. Future taxable income is
also significantly dependent upon the Corporation completing a Qualifying Transaction, the underlying structure of a
Qualifying Transaction, and the resulting nature of operations. To the extent that future cash flows and/or the
probability, structure and timing, and the nature of operations of a future Qualifying Transaction differ significantly from
estimates made, the ability of the Corporation to realize a deferred tax asset could be materially impacted.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

5. Restricted cash and short-term investments held in escrow

September 30, 2018

Investments in Flexible Guaranteed Investment Certificate due December 21, 2018 $125,000,000
Investments in Flexible Guaranteed Investment Certificate due January 21, 2019 9,750,000
Accrued interest 933,564
Restricted cash and short-term investments held in escrow $135,683,564

6. Class A restricted voting shares subject to redemption

Authorized

The Corporation is authorized to issue an unlimited number of Class A Restricted Voting Shares. The holders of Class
A Restricted Voting Shares have no pre-emptive rights or other subscription rights and there are no sinking fund
provisions applicable to these shares.

Voting rights

Prior to the consummation of a Qualifying Transaction, holders of Class A Restricted Voting Shares are not entitled to
vote at, or receive notice of or meeting materials in respect of customary annual general meeting matters, including the
election and removal of directors and auditors. The holders of Class A Restricted Voting Shares would, however, be
entitled to vote on and receive notice of meeting materials on all other matters requiring shareholder approval,
including approval of an extension of the Permitted Timeline and of a proposed Qualifying Transaction and in the latter
case, the holders of the Class A Restricted Voting Shares would vote together with the Class B Shares as if they were
a single class of shares.

Redemption rights

The holders of Class A Restricted Voting Shares are entitled to redeem their shares, subject to certain conditions, and
are entitled to receive the escrow proceeds, net of applicable taxes and other permitted deductions, from the Escrow
Account: (i) in the event that the Corporation does not complete a Qualifying Transaction within the Permitted Timeline
(in which case the redemption is automatic); (ii) in the event of a Qualifying Transaction; and (iii) in the event of an
extension to the Permitted Timeline. Upon such redemption, the rights of holders of Class A Restricted Voting Shares
as shareholders will be completely extinguished.

Fair value of Class A restricted voting shares subject to redemption

The redemption rights embedded in the terms of the Corporation’s Class A Restricted Voting Shares are considered by
the Corporation to be outside of the Corporation’s control and subject to uncertain future events. Accordingly, the
Corporation has classified its “Class A Restricted Voting Shares subject to redemption” as financial liabilities at FVTPL.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

6. Class A restricted voting shares subject to redemption (continued)

Fair value of Class A restricted voting shares subject to redemption-issued and outstanding

Number Amount
From incorporation on July 31, 2017 - $ -
Issuance of Class A Restricted Voting Shares pursuant to the Offering 12,500,000 115,625,000
Issuance of Class A Restricted Voting Shares pursuant to the over-allotment option 975,000 9,018,750

13,475,000 124,643,750
Adjusted for:

Fair value adjustment - 34,361,250
Balance, September 30, 2018 13,475,000 $159,005,000

The fair value of the Company’s Class A restricted voting shares increased to $159,005,000 as the Class A Restricted
Voting Shares bid price on September 30, 2018 was $11.80.

7. Warrant liability

As at September 30, 2018, the Corporation had 16,359,058 Warrants issued and outstanding, comprised of
13,475,000 Warrants forming part of the Class A Restricted Voting Units, 2,621,870 Founders’ Warrants, and 262,188
Warrants forming part of the Class B Units. 

All Warrants will become exercisable only commencing 65 days after the completion of our Qualifying Transaction.
Each Warrant is exercisable to purchase one Class A Restricted Voting Share (which, following the closing of the
Qualifying Transaction, will become one Class B Share) at a price of $11.50 per share, subject to the following
adjustments. The Warrant Agreement will provide that the exercise price and number of Class B Shares issuable on
exercise of the Warrants may be adjusted in certain circumstances, including in the event of a stock dividend,
Extraordinary Dividend or a recapitalization, reorganization, merger or consolidation. The Warrants will not, however,
be adjusted for issuances of Class B Shares at a price below their exercise price. Once the Warrants become
exercisable, the Corporation may accelerate the expiry date of the outstanding Warrants (excluding the Founders’
Warrants but only to the extent still held by the Sponsor at the date of public announcement of such acceleration and
not transferred prior to the accelerated expiry date, due to the anticipated knowledge by the Sponsor of material
undisclosed information which could limit their flexibility) by providing 30 days’ notice if, and only if, the closing share
price of the Class B Shares equals or exceeds $18.00 per Class B Share (as adjusted for stock splits or combinations,
stock dividends, Extraordinary Dividends, reorganizations and recapitalizations and the like) for any 20 trading days
within a 30-trading day period, in which case the expiry date shall be the date which is 30 days following the date on
which such notice if provided.

The Warrant holders will not be entitled to the proceeds from the Escrow Account. The Warrant holders do not have
the rights or privileges of holders of shares and any voting rights until they exercise their Warrants and receive
corresponding Class B Shares of the Corporation. After the issuance of corresponding Class B Shares upon exercise
of the Warrants, each holder is expected to be entitled to one vote for each Class B Share held of record on all matters
to be voted on by shareholders.

Restrictions on Transfer of Founders’ Warrants

With certain exemptions, the Founders have agreed not to transfer any of their Founders’ Warrants until after the
closing of the Qualifying Transaction, except for transfers required due to the structuring of the Qualifying Transaction,
in which case such restriction will apply to the securities received in connection with the Qualifying Transaction.
Following completion of the Corporation’s Qualifying Transaction, the Founders’ Warrants, including Class B Shares
issuable on exercise of the Founders’ Warrants, may be subject to certain sale or transfer restrictions in accordance
with applicable securities laws.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

7. Warrant liability (continued)

Fair value of Warrants

As the number of Class B Shares to be issued by the Corporation upon exercise of the Warrants is not fixed and fail
the "fixed-for-fixed" criteria for equity classification, the Warrants have been classified as derivative liabilities to be
measured at FVTPL. The Corporation applies an option-pricing model to measure the fair value of the Warrants when
issued. Application of the option-pricing model requires estimates in expected dividend yields, expected volatility in the
underlying assets and the expected life of the Warrants.  These estimates may ultimately be different from amounts
subsequently realized, resulting in an overstatement or understatement of net income or loss.

Warrants - Issued and Outstanding

Number Amount
From incorporation on July 31, 2017 - $ -
Warrants issued in connection with:

Issuance to Founders 2,621,870 2,621,870
Issuance of Class A Restricted Voting Units pursuant to the Offering 12,500,000 9,375,000
Issuance of Class A Restricted Voting Units pursuant to the over-allotment option 975,000 731,250
Issuance of Class B Units to Sponsor 262,188 196,641

16,359,058 12,924,761
Adjusted for:

Fair value adjustment - 3,434,297
Balance, September 30, 2018 16,359,058 $ 16,359,058

The fair value of the Company’s Warrants increased to $16,359,058 as the Warrant's bid price on September 30, 2018
was $1.00.

8. Shareholders' deficiency

a) Class B Shares

Authorized

The Corporation is authorized to issue an unlimited number of Class B Shares without nominal or par value. The
holders of Class B Shares have no pre-emptive rights or other subscription rights and there are no sinking fund
provisions applicable to these shares. 

Voting rights

Holders of Class B Shares are entitled to vote at all meetings of shareholders and on all matters requiring a
shareholder vote, with the exception of a vote to approve an extension of the Permitted Timeline within which the
Corporation is required to complete its Qualifying Transaction, which will only be voted upon by holders of Class A
Restricted Voting Shares.

Redemption rights

Holders of Class B Shares do not have any redemption rights with respect to its Class B Shares, or rights to
distributions from the Escrow Account if the Corporation fails to complete a Qualifying Transaction within the Permitted
Timeline.
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

8. Shareholders' deficiency (continued)

a) Class B Shares (continued)

Restrictions on transfer, assignment or sale of Founders' Shares

With certain exceptions, the holders of the Founders’ Shares have agreed not to transfer, assign or sell any of their
Founders’ Shares prior to completion of the Corporation’s Qualifying Transaction, and following completion of a
Qualifying Transaction, they have agreed not to sell or transfer any of their Founders’ Shares until the earlier of: (A)
one year following completion of the Qualifying Transaction, and (B) the date on which the closing share price of the
Class B Shares equals or exceeds $12.00 per share (as adjusted for share splits, share capitalizations,
reorganizations, Extraordinary Dividends, reorganizations and recapitalizations and the like) for any 20 trading days
within a 30-trading day period at any time following the closing of the Qualifying Transaction.

In addition to the foregoing transfer restrictions, 25% of the Founders' Shares will  be  subject  to  forfeiture on  the  fifth
anniversary of the Qualifying Transaction unless the closing share price of the Class B Shares exceeds $13.00 (as
adjusted for stock splits or combinations, stock dividends, Extraordinary Dividends, reorganizations, recapitalizations
and the like) for any 20 trading days within a 30-trading day period at any time  following the closing of the Qualifying
Transaction. 

Following completion of the Corporation’s Qualifying Transaction, the Founders’ Shares, including the Class B Shares
into which the Founders’ Shares are convertible, may be subject to certain sale or transfer restrictions in accordance
with applicable securities laws.

Class B Shares - Issued and Outstanding
Number Amount

From incorporation on July 31, 2017 - $ -
Issuance of Class B Shares in connection with organization of the Corporation 1 10
Issuance of Class B Shares to Founders 3,662,109 25,000
Issuance of Class B Shares to Sponsor pursuant to Class B Units 262,188 2,425,239

3,924,298 2,450,249
Adjusted for:

Transaction costs - (162,629)
Forfeiture of Founders Class B Shares (note 1) (227,812) -

Balance, September 30, 2018 3,696,486 $ 2,287,620
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

8. Shareholders' deficiency (continued)

b) Rights

As at September 30, 2018, the Corporation had 13,737,188 Rights issued and outstanding, comprised of 13,475,000
Rights forming part of the Class A Restricted Voting Units, and 262,188 Rights forming part of the Class B Units. 

Each Right will entitle the holder to receive one-tenth (1/10) of a Class A Restricted Voting Share following the closing
of the Qualifying Transaction (which at such time will represent one-tenth (1/10) of a Class B Share, subject to
adjustment under the terms of the Qualifying Transaction).

The Rights will expire if a Qualifying Transaction does not occur within the Permitted Timeline. The Rights will not have
any access to, or benefit from, the proceeds in the Escrow Account, and will not possess any redemption or distribution
rights. The Rights will expire worthless if a Qualifying Transaction is not consummated within the Permitted Timeline.
Any Right that has not been converted within two (2) years after the completion of our Qualifying Transaction shall be
null and void.

Restrictions on Transfer of Founders’ Rights

With certain exceptions, the Founders have agreed not to transfer any of their Founders’ Rights until after the closing
of the Qualifying Transaction, except for transfers required due to the structuring of the Qualifying Transaction, in
which case such restriction will apply to the securities received in connection with the Qualifying Transaction. Following
completion of the Corporation’s Qualifying Transaction, the Founders’ Rights, including Class B Shares issuable on
exercise of the Founders’ Rights, may be subject to certain sale or transfer restrictions in accordance with applicable
securities laws.

9. Transaction costs

Transaction costs consist principally of legal, accounting and underwriting costs incurred through to the date of the
statements of financial position that are directly related to the Offering.

Transaction costs incurred amounted to $9,293,446 (including $8,085,000 in underwriters’ commission of which
$4,716,250 is deferred and payable only upon completion of a Qualifying Transaction). Transaction costs were
expensed to the statements of operations as incurred, except for $162,629 of transaction costs that were allocated to
shareholders’ deficiency as they were determined to be in respect of the issuance of Class B Shares.

Transaction costs incurred from commencement of operations on July 31, 2017 to September 30, 2018 were allocated
as follows:

Class B Statement Shareholders'
Shares of Operations Deficiency

Underwriter's commission $ 58,951 $ 3,309,799 $ 3,368,750
Deferred underwriter's commission 82,531 4,633,719 4,716,250
Professional fees (legal, accounting, etc.) 11,693 656,510 668,203
Underwriter's out-of-pocket expenditures 2,625 147,375 150,000
Management out-of pocket expenses 6,829 383,414 390,243

$ 162,629 $ 9,130,817 $ 9,293,446
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Cannabis Strategies Acquisition Corp.
Notes to Financial Statements
September 30, 2018
(Expressed in Canadian Dollars)

9. Transaction costs (continued)

Underwriter's commission

In consideration for its services in connection with the Offering, the Corporation has agreed to pay the underwriter a
commission equal to 6.0% of the gross proceeds of the Class A Restricted Voting Units issued under the Offering. The
Corporation paid $3,368,750, representing $0.25 per Class A Restricted Voting Unit to the underwriter upon closing of
the Offering. Upon completion of a Qualifying Transaction, the remaining $4,716,250 (representing $0.35 per Class A
Restricted Voting Unit), 50% of which will be payable to the Underwriter and the remaining 50% will be payable by the
Corporation at its discretion.

10. General and administrative expenses

Period from
July 31, 2017

(date of
incorporation)

Year Ended to
September 30, September 30,

2018 2017

Public company filing and listing costs $ 34,739 $ -
Professional fees 1,027,926 -
General office expenses 113,351 -

$ 1,176,016 $ -

11. Related party transactions

The Corporation has entered into an administrative services agreement with the Sponsor for an initial term of 18
months, subject to possible extension, for office space, utilities and administrative support, which may include payment
for services of related parties, for, but not limited to, various administrative, managerial or operational services or to
help effect a Qualifying Transaction. The Corporation has agreed to pay $10,000 per month, plus applicable taxes for
such services.  As at September 30, 2018, the Corporation accrued $92,314 in respect of these services.   

As at September 30, 2018, the amount due to the Sponsor was $185,896, for out-of-pocket expenses paid by the
Sponsor on behalf of the Corporation and the terms of the administrative services agreement.  As at September 30,
2018, the amount payable to the CEO was $495,564 for out-of-pocket expenses paid on behalf of the Corporation with
respect to the Qualifying Transaction.  The amounts due to the Sponsor are non-interest bearing and are payable no
later than the date of the consummation of a Qualifying Transaction. Due to the short-term nature of this arrangement,
the fair value of the amounts due to related parties approximates their carrying amount.

The Sponsor has executed a make whole agreement and undertaking in favour of the Corporation, whereby the
Sponsor has agreed to indemnify the Corporation in certain limited circumstances where the funds held in the Escrow
Account are reduced to below $10.00 per Class A Restricted Voting Share.
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Notes to Financial Statements
September 30, 2018
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11. Related party transactions (continued)

During the year ended September 30, 2018, the Corporation paid professional fees of $29,968 to Marrelli Support
Services Inc. (“Marrelli Support”), an organization of which Carmelo Marrelli is President. Mr. Marrelli is the Chief
Financial Officer of the Corporation. These services were incurred in the normal course of operations for general
accounting and financial reporting matters.  As at September 30, 2018, Marrelli Support was owed $2,932 (September
30, 2017 - $nil) and this amount is included in accounts payable and accrued liabilities.

12. Income taxes

The income tax recovery amount on pre-tax losses differs from the income tax recovery amount that would arise using
the combined Canadian federal and provincial statutory income tax rate of 26.5% (2017 -  26.5%), as a result of the
following items:

Period from
July 31, 2017

(date of
incorporation)

Year Ended to
September 30, September 30,

2018 2017

Loss before tax at statutory rate of 26.5% $(47,168,816) $ -
Effect on taxes of:

Expected income tax recovery (12,499,736) -
Unrealized change in fair value of financial liabilities 10,015,820 -
Share issue costs booked through equity (43,097) -
Change in unrecognized temporary differences 2,527,013 -

Income tax recovery $ - $ -

Unrecognized deferred tax assets

Deferred income tax assets are only given recognition in the Corporation's financial statements if management has
determined that is probable that such deferred income tax assets may be recovered. The recoverability of deferred
income tax assets is partially dependent on the nature, terms and conditions of a Qualifying Transaction that is to be
completed in the future, causing uncertainty in the ability of the Corporation to benefit from deferred income tax assets.
As such, management believes that the following deductible temporary differences do not currently meet the criteria for
recognition:

As at September 30, 2018

Tax loss carry forwards $ 1,157,891
Deferred underwriters' commission 4,716,250
Share issue costs 3,661,757

$ 9,535,898

At September 30, 2018, the Corporation had estimated non-capital losses of $1,157,891 that may be carried forward to
reduce taxable income derived in future years. These non-capital losses will expire in 2038.

Transaction costs paid by the Corporation in respect of the issuance of shares, including the issuance of Class A
Restricted Voting Shares, are deductible for income tax purposes on a straight line basis over a five-year period.
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13. Financial instruments 

Fair value measurements

The following table summarizes those assets and liabilities that are included at their fair values in the Corporation’s
statements of financial position as at September 30, 2018, or those assets and liabilities for which fair value is
otherwise disclosed in the accompanying notes to the September 30, 2018 Financial Statements. These assets and
liabilities have been categorized into hierarchal levels, according to the significance of the inputs used in determining
fair value measurements.

Carrying value
as at Fair value as at September 30, 2018

September 30, 2018 Level 1 Level 2 Level 3
($) ($) ($) ($)

Financial assets
Cash 703,237 703,237 - -
Restricted cash and short-term 

investments held in escrow 135,683,564 135,683,564 - -

Financial liabilities
Class A Restricted Voting Shares

subject to redemption 159,005,000 159,005,000 - -
Warrant liability 16,359,058 16,359,058 - -

The Corporation is exposed to financial risks due to the nature of its business and the financial assets and liabilities
that it holds. The Corporation’s overall risk management strategy seeks to minimize potential adverse effects of the
Corporation’s financial performance.

During the year, the Class A Restricted Voting Shares subject to redemption and the warrant liability were transferred
from Level 2 to Level 1.

Market risk

Market risk is the risk that a material loss may arise from fluctuations in the fair value of a financial instrument. For
purposes of this disclosure, the Corporation segregates market risk into three categories: fair value risk, interest rate
risk and currency risk.

Fair value risk

Fair value risk is the potential for loss from an adverse movement, excluding movements relating to changes in interest
rates and foreign exchange rates, because of changes in market prices. The Corporation is exposed to fair value risk
in respect of its Class A Restricted Voting Shares subject to redemption and Warrant liability, which are carried in the
Corporation’s financial statements at their fair value. A 1% increase in the fair value of Class A Restricted Voting
Shares and Warrant liability would result in an increase in net loss for the year ended September 30, 2018 of
$1,753,641.  A 1% decrease in the fair value of Class A Restricted Voting Shares and Warrant liability would result in a
decrease in net loss for the year ended September 30, 2018 of $1,753,641.  
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13. Financial instruments (continued)

Interest rate risk
 
Interest rate risk relates to the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. Due to the fixed interest rate on the Corporation's restricted cash and short-term
balance held in escrow, its exposure to interest rate risk is nominal.

Currency risk

Currency risk relates to the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates relative to the Corporation’s presentation currency of the Canadian dollar. The
Corporation does not have any significant exposure to currency risk given the majority of transactions are in Canadian
dollars.

14. Capital management

(a) The Corporation defines the capital that it manages as its shareholders’ deficiency, net of its Class A Restricted
Voting Shares subject to redemption and Warrant liability. The following table summarizes the carrying value of the
Corporation’s capital as at September 30, 2018:

Shareholders' deficiency $(44,881,196)
Class A Restricted Voting Shares subject to redemption 159,005,000
Warrant liability 16,359,058
Balance, September 30, 2018 $130,482,862

The Corporation’s primary objective in managing capital is to ensure capital preservation in order to benefit from
acquisition opportunities as they arise.

(b) Liquidity

As at September 30, 2018, the Corporation had $703,237 in cash. The Corporation expects to incur significant costs in
pursuit of its acquisition plans.

To the extent that the Corporation may require additional funding for general ongoing expenses or in connection with
sourcing a proposed Qualifying Transaction, the Corporation may obtain such funding by way of unsecured loans from
the Sponsor and/or its affiliates, subject to consent of the Exchange, which loans would, unless approved otherwise by
the Exchange, bear interest at no more than the prime rate plus 1%. The Sponsor would not have recourse under such
loans against the Escrow Account, and thus the loans would not reduce the value of such Escrow Account. Such loans
would collectively be subject to a maximum principal amount of $1,000,000 in the aggregate, and may be repayable in
cash following the closing of a Qualifying Transaction and may only be convertible into Class B Shares and/or
Warrants in connection with the closing of a Qualifying Transaction, subject to Exchange consent.

Otherwise, and subject to any relief granted by the Exchange, the Corporation may seek to raise additional funds
through a rights offering in respect of shares available to its shareholders, in accordance with the requirements of
applicable securities legislation, and subject to placing the required funds raised in the Escrow Account in accordance
with applicable Exchange rules.
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15. Subsequent event

The Corporation announced that it has entered into definitive agreements to concurrently acquire the target businesses
of Washoe Wellness, LLC (“Washoe”), The Canopy NV, LLC (“Canopy”), Sira Naturals, Inc. (“Sira”), LivFree Wellness,
LLC (“LivFree”)  and CannaPunch of Nevada LLC (“Cannapunch”, and collectively with Washoe, Canopy, Sira and
LivFree, the “Target Businesses” or the “Anchor Portfolio”), which are intended to constitute the Corporation’s
Qualifying Transaction. 

The Qualifying Transaction is subject to shareholder approval and regulatory approvals.
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2 | P a g e  
 

Introduction  
 
The following management’s discussion and analysis (“MD&A”) of the financial condition and results of the 
operations of Cannabis Strategies Acquisition Corp. (“Cannabis”, “CSAC”, the “Corporation”, “we”, “our” or 
“us”) constitutes management’s review of the factors that affected the Corporation’s financial and operating 
performance for the year ended September 30, 2018. This MD&A was written to comply with the 
requirements of National Instrument 51-102 – Continuous Disclosure Obligations. This discussion should 
be read in conjunction with the audited financial statements for the Corporation for the year ended 
September 30, 2018, and the related notes thereto and the audited financial statements of the Corporation 
as at September 30, 2017 and from incorporation on July 31, 2017 to September 30, 2017, and the related 
notes thereto. Results are reported in Canadian dollars, unless otherwise noted. In the opinion of 
management, all adjustments (which consist only of normal recurring adjustments) considered necessary 
for a fair presentation have been included. The results presented for the year ended September 30, 2018, 
are not necessarily indicative of the results that may be expected for any future period. The financial 
statements and the financial information contained in this MD&A were prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards 
Board (“IASB”) and interpretations of the IFRS Interpretations Committee (“IFRIC”).  Further information 
about the Corporation and its operations can be obtained on www.sedar.com. 
 
The Corporation intends to focus its search for target businesses that focus on marijuana production and/or 
distribution and related sectors; however, it is not limited to a particular industry or geographic region for 
purposes of completing its Qualifying Transaction (as defined below).  
 
Please refer to the Corporation’s final prospectus dated December 14, 2017 (the “Prospectus”) for further 
details of the Corporation. 
 
Please refer to the Corporation’s material change report dated October 17, 2018 for further information on 
the Qualifying Transaction.  
 
Cautionary Note Regarding Forward-Looking Information 
 
This MD&A contains certain forward-looking information and forward-looking statements, as defined in 
applicable securities laws (collectively referred to herein as “forward-looking statements”). These 
statements relate to future events or the Corporation’s future performance. All statements other than 
statements of historical fact are forward-looking statements. Often, but not always, forward-looking 
statements can be identified by the use of words such as “plans”, “expects”, “is expected”, “budget”, 
“scheduled”, “estimates”, “continues”, “forecasts”, “projects”, “predicts”, “intends”, “anticipates” or “believes”, 
or variations of, or the negatives of, such words and phrases, or statements that certain actions, events or 
results “may”, “could”, “would”, “should”, “might” or “will” be taken, occur or be achieved. Forward-looking 
statements involve known and unknown risks, uncertainties and other factors that may cause actual results 
to differ materially from those anticipated in such forward-looking statements. The forward-looking 
statements in this MD&A speak only as of the date of this MD&A or as of the date specified in such 
statement. The following table outlines certain significant forward-looking statements contained in this 
MD&A and provides the material assumptions used to develop such forward-looking statements and 
material risk factors that could cause actual results to differ materially from the forward-looking statements. 
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Forward-looking statements Assumptions Risk factors
The Corporation expects to complete a 
Qualifying Transaction (defined below).  

The Corporation expects to identify an 
asset or business to acquire and close 
a Qualifying Transaction, on terms 
favourable to the Corporation. 
 

The Corporation’s inability to find a 
target to complete a Qualifying 
Transaction, within the Permitted 
Timeline (defined below). If we are 
unable to consummate our 
Qualifying Transaction within the 
Permitted Timeline, we will be 
required to redeem 100% of the 
outstanding Class A Restricted 
Voting Shares, as described herein.

The Corporation’s ability to meet its 
working capital needs at the current 
level for the twelve-month period 
ending September 30, 2019. 
 

The operating activities of the 
Corporation for the twelve-month 
period ending September 30, 2019, 
and the costs associated therewith, 
will be consistent with the 
Corporation’s current expectations; 
debt and equity markets, exchange 
and interest rates and other applicable 
economic conditions are favourable to 
the Corporation. 

Changes in debt and equity 
markets; timing and availability of 
external financing on acceptable 
terms;  increases in costs; regulatory 
compliance  and changes in 
regulatory compliance and other 
local legislation and regulation; 
interest rate and exchange rate
fluctuations; changes in economic 
conditions; timing of a qualifying 
transaction. 

 
Inherent in forward-looking statements are risks, uncertainties and other factors beyond the Corporation’s 
ability to predict or control. Please also make reference to those risk factors referenced in the “Risk Factors” 
section below. Readers are cautioned that the above chart does not contain an exhaustive list of the factors 
or assumptions that may affect the forward-looking statements, and that the assumptions underlying such 
statements may prove to be incorrect. Actual results and developments are likely to differ, and may differ 
materially, from those expressed or implied by the forward-looking statements contained in this MD&A. 
 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may 
cause the Corporation’s actual results, performance or achievements to be materially different from any of 
its future results, performance or achievements expressed or implied by forward-looking statements. All 
forward-looking statements herein are qualified by this cautionary statement. Accordingly, readers should 
not place undue reliance on forward-looking statements. The Corporation undertakes no obligation to 
update publicly or otherwise revise any forward-looking statements whether as a result of new information 
or future events or otherwise, except as may be required by law. If the Corporation does update one or 
more forward-looking statements, no inference should be drawn that it will make additional updates with 
respect to those or other forward-looking statements, unless required by law. 
 
Description of Business 
 
Cannabis is a special purpose acquisition corporation which was incorporated for the purpose of effecting 
an acquisition of one or more businesses or assets, by way of a merger, amalgamation, arrangement, 
share exchange, asset acquisition, share purchase, reorganization, or any other similar business 
combination involving the Corporation (a “Qualifying Transaction”). The Corporation’s business 
activities are carried out in a single business segment. 
 
The Corporation was incorporated on July 31, 2017 under the Business Corporations Act (Ontario) and is 
domiciled in Canada.  The registered office of the Corporation is located at 199 Bay Street, Suite 5300, 
Commerce Court West, Toronto, Ontario, M5L 1B9.   The head office of the Sponsor (as defined below) 
is located at 590 Madison Avenue, 26th Floor, New York, New York, 10022. 
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On December 21, 2017, the Corporation completed its initial public offering (the “Offering”) of 
12,500,000 Class A Restricted Voting units ( t h e  “ Class A Restricted Voting Units”) at $10.00 per Class 
A Restricted Voting Unit.  Each Class A Restricted Voting Unit consisted of one Class A restricted voting 
share of the Corporation (each, a “Class A Restricted Voting Share”), one share purchase warrant of 
the Corporation (each, a “Warrant”) and one right of the Corporation (each, a “Right”).   Each Class A 
Restricted Voting Share, unless previously redeemed, will be automatically converted into one Class B 
share of the Corporation (each, a “Class B Share”) following the closing of a Qualifying Transaction.  All 
Warrants will become exercisable at a price of $11.50 per share, commencing 65 days after the 
completion of a Qualifying Transaction and will expire on the day that is five years after the completion 
of a Qualifying Transaction or may expire earlier if a Qualifying Transaction does not occur within the 
permitted timeline of 18 months (“Permitted Timeline”) (subject to extension, as further described herein) 
from the closing of the Offering or if the expiry date is accelerated. Each Warrant is exercisable to 
purchase one Class A Restricted Voting Share (which, following the closing of the Qualifying Transaction, 
will become one Class B Share) and each Right would represent the entitlement to automatically receive, 
for no additional consideration, one-tenth (1/10) of one Class A Restricted Voting Share (following the 
closing of a Qualifying Transaction, which at such time will be one-tenth (1/10) of a Class B Share).  At the 
option of the warrant holder, the Warrants may be exercised through cashless exercise.  
 
In connection with the Offering, the Corporation granted the underwriter a 30-day non-transferable option 
to purchase up to an additional 1,875,000 Class A Restricted Voting Units, at a price of $10.00 per Class 
A Restricted Voting Unit, to cover over-allotments, if any, and for market stabilization purposes. 
 
Concurrent with the completion of the Offering, Mercer Park CB, L.P. (the “Sponsor”), a limited partnership 
formed under the laws of the State of Delaware, indirectly controlled by Mercer Park, L.P., a privately-held 
family office based in New York, New York, and Kamaldeep Thindal and Charles Miles (or persons or 
companies controlled by them) (collectively with the Sponsor, the “Founders”) purchased an aggregate of 
3,662,109 Class B Shares ("Founders' Shares"), consisting of 3,642,109 Class B Shares purchased by the 
Sponsor, 10,000 Class B Shares purchased by Kamaldeep Thindal, and 10,000 Class B Shares purchased 
by Charles Miles, in each case assuming that the over-allotment option was exercised for total proceeds of 
$25,000.  In addition, the Sponsor purchased an aggregate of 250,000 Class B Units of the Corporation 
(the “Class B Units”) at $10.00 per Class B Unit and 2,500,000 Warrants (“Founders’ Warrants”) at $1.00 
per Founders’ Warrant.  Each Class B Unit consists of one Class B Share, one Warrant and one Right.  
The Founders’ Warrants will be subject to the same terms and conditions as the Warrants underlying the 
Class A Restricted Voting Units and Class B Units. The Rights underlying the Class B Units will be subject 
to the same terms and conditions as the Rights underlying the Class A Restricted Voting Units. 
 
On January 19, 2018, the underwriter exercised its over-allotment option to purchase an additional 
975,000 Class A Restricted Voting Units for aggregate proceeds of $9,750,000. As a result of the exercise 
of the over-allotment option, an aggregate of 13,475,000 Class A Restricted Voting Units of the 
Corporation were issued for aggregate proceeds of $134,750,000. 
 
Concurrent with the exercise of the over-allotment option, the Sponsor purchased an additional 121,870 
Founders' Warrants (for an aggregate purchase price of $121,870) and 12,188 Class B Units (for an 
aggregate purchase price of $121,880) for aggregate proceeds of $243,750. 
 
Due to the partial exercise of the over-allotment option, an aggregate of 227,812 Class B Shares 
(also known as Founders’ Shares) were forfeited without compensation by the Founders on January 
19, 2018. As a result, following the exercise of the over-allotment option and forfeiture of the 227,812 
Founders’ Shares, the Founders own an aggregate of 3,434,297 Class B Shares, 262,188 Class B 
Units and 2,621,870 Founders’ Warrants. 
 
Each Class A Restricted Voting Unit commenced trading on December 21, 2017 on the Aequitas NEO 
Exchange Inc. (the “Exchange”) under the symbol “CSA.UN”, and separated into Class A Restricted Voting 
Shares, Warrants and Rights following the close of business on January 30, 2018, being 40 days following 
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the closing of the Offering, which trade under the symbols “CSA.A”, “CSA.WT” and “CSA.RT”, respectively. 
The Class B Shares issued to the Founders and the Class B Units issued to the Sponsor will not be listed 
prior to the Qualifying Transaction. 
 
The proceeds of $134,750,000 from the Offering and over-allotment are held by Odyssey Trust Company, 
as escrow agent,  in  an  escrow  account  (the  “Escrow  Account”)  at  a  Canadian  chartered  bank  or  
subsidiary  thereof,  in accordance with the escrow agreement. Subject to applicable law and payment of 
certain taxes, permitted redemptions and certain expenses, as further described herein, none of the funds 
held in the Escrow Account will be released to the Corporation prior to the closing of a Qualifying 
Transaction. The escrowed funds will be held to enable the Corporation to (i) satisfy redemptions made 
by holders of Class A Restricted Voting Shares (including in the event of a Qualifying Transaction or an 
extension to the Permitted Timeline or up to 36 months with shareholder approval from the holders of 
Class A Restricted Shares and the Corporation’s board of directors, or in the event a Qualifying 
Transaction does not occur within the Permitted Timeline), (ii) fund a Qualifying Transaction with the net 
proceeds following payment of any such redemptions and deferred underwriting commissions, and/or (iii) 
pay taxes on amounts earned on the escrowed funds and certain permitted expenses. Such escrowed 
funds and all amounts earned, subject to such obligations and applicable law, will be assets of the 
Corporation. These escrowed funds will also be used to pay the deferred underwriting commissions in the 
amount of $4,716,250, 50% of which will be payable to the Underwriter and the remaining 50% will be 
payable by the Corporation at its discretion. 
 
In connection with consummating a Qualifying Transaction, the Corporation will require (i) approval by a 
majority of the directors unrelated to the Qualifying Transaction, and (ii) approval by a majority of the 
holders of the Class A Restricted Voting Shares and Class B Shares, voting together as if they were a 
single class of shares, at a shareholders meeting held  to  consider  the  Qualifying  Transaction,  if  
required  by  the  Exchange's  rules  at  the  time  of  the  Qualifying Transaction. Irrespective of whether 
they vote for or against, or do not vote on, the proposed Qualifying Transaction, holders of Class A 
Restricted Voting Shares may elect to redeem all or a portion of their Class A Restricted Voting Shares 
at a per share price, payable in cash, equal to the pro-rata portion per Class A Restricted Voting Share 
of: (A) the escrowed funds available in the Escrow Account at the time of the shareholders meeting (if 
required by the rules of the Exchange at the time of the Qualifying Transaction, or if no such 
shareholders’ meeting is required, at the time immediately prior to the redemption deposit timeline), 
including interest and other amounts earned thereon; less (B) an amount equal to the total of (i) applicable 
taxes payable by the Corporation on such interest and other amounts earned in the Escrow Account and 
(ii) actual and expected direct expenses related to the redemption, each as reasonably determined by 
the Corporation, subject to certain limitations. Each holder of Class A Restricted Voting Shares, 
together with any affiliate of such holder or any other person with whom such holder or affiliate is acting 
jointly or in concert, will be subject to a redemption limitation of an aggregate 15% of the number of 
Class A Restricted Voting Shares issued and outstanding. Class B Shares will not be redeemable in 
connection with a Qualifying Transaction or an extension to the Permitted Timeline and holders of 
Class B Shares shall not be entitled to access the Escrow Account should a Qualifying Transaction 
not occur within the Permitted Timeline. 
 
If the Corporation is unable to complete its Qualifying Transaction within the Permitted Timeline (or an 
extension of the Permitted Timeline), all of the Class A Restricted Voting Shares will be automatically 
redeemed and each holder of a Class A Restricted Voting Share will receive an amount, payable in cash, 
equal to the pro-rata portion per Class A Restricted Voting Share of: (A) the Escrow Account, including 
any interest and other amounts earned; less (B) an amount equal to the total of (i) any applicable taxes 
payable by the Corporation on such interest and other amounts earned in the Escrow Account, (ii) any 
taxes of the Corporation arising in connection with the redemption of the Class A Restricted Voting Shares, 
and (iii) up to a maximum of $50,000 of interest and other amounts earned to pay actual and expected 
expenses related to the dissolution and certain other related costs as reasonably determined by the 
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Corporation. The underwriter will have no right to the deferred underwriting commissions held in the 
Escrow Account in such circumstances. 
 
Overall Performance 
 
The Corporation has not conducted commercial operations and it is focused on the identification and 
evaluation of businesses or assets to acquire and there were no notable events that occurred during the 
reporting periods presented.  
 
During the year ended September 30, 2018, the Corporation earned interest income of $933,564 and a 
loss of $47,168,816 ($15.97 basic and diluted loss per share). There is no comparative figures as the 
Corporation was inactive. The loss for the year ended September 30, 2018 primary related to transaction 
costs of $9,130,817,  general and administrative expenses of $1,176,016, and net unrealized loss on 
changes in the fair value of financial liabilities of $37,795,547. 
  
Current liabilities at September 30, 2018 total $1,492,064.  Shareholders’ deficiency at September 30, 2018 
is comprised of share capital of $2,287,620 (September 30, 2017 - $10) and a deficit of $47,168,816 for a 
net of $44,881,196 (September 30, 2017 – shareholders’ equity of $10) in shareholders’ deficit. 
 
The working capital deficit, which is current assets less current liabilities, is $484,452 at September 30, 
2018 (September 30, 2017 - $10). Management believes the Corporation’s working capital deficit, if the 
related party payable of $773,776 is deferred, is sufficient for the Corporation to meet its ongoing obligations 
and meet its objective of completing a Qualifying Transaction. 
   
The weighted average number of Class B Shares outstanding for the year ended September 30, 2018 was 
2,953,407.  
 
Liquidity and Capital Resources 
 

Restricted cash and short-term investments held in escrow September 30, 2018 September 30, 2017 
Investment in Flexible Guaranteed Investment Certificate due 

December 21, 2018 
 

$125,000,000 $nil
Investment in Flexible Guaranteed Investment Certificate due 

January 21, 2019 
 

$9,750,000 $nil
Accrued interest $933,564 $nil

Total restricted cash and short-term investments held in escrow $135,683,564 $nil
  

Per Class A Restricted Voting Shares subject to redemption $10.00 $nil
  

Cash held outside the Escrow Account $703,237 $10
 
We intend to use substantially all of the funds held in the Escrow Account, including interest (which interest 
shall be net of taxes payable and certain expenses) to consummate a Qualifying Transaction. To the extent 
that, after redemptions, our share capital or debt is used, in whole or in part, as consideration to 
consummate a Qualifying Transaction, the remaining proceeds held in the Escrow Account may be used 
as working capital to finance the operations of the target business or businesses, make other acquisitions 
and/or pursue a growth strategy. 
 
As at September 30, 2018, we had cash held outside of our Escrow Account of $703,237, which is available 
to fund our working capital requirements, including any further transaction costs that may be incurred. We 
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expect to generate negative cash flow from operating activities in the future until our Qualifying Transaction 
is completed and we commence revenue generation. We currently anticipate incurring further expenses for 
the following purposes: 
 

 Ability to build an institutional-quality cannabis corporation; 
 

 Companies that have exporting expertise or abilities or that will benefit from exporting opportunities; 
 
 Companies that will benefit from consolidation in the marijuana industry; 
 
 Under-financed businesses to acquire or with which to partner; 
 
 Opportunity to provide rescue financing for undercapitalized operators; 
 
 Opportunities to form a platform for a future roll-up strategy; 
 
 Companies that will benefit from a defined branding strategy; and 
 
 Companies that will benefit from being a public company. 

 
Management seeks to ensure that our operational and administrative costs are minimal prior to the 
completion of a Qualifying Transaction, with a view to preserving the Corporation’s working capital.   
 
We do not believe that we will need to raise additional funds to meet expenditures required for operating 
our business until the consummation of our Qualifying Transaction. We believe that we will have sufficient 
available funds outside of the Escrow Account to operate the business. However, we cannot be assured 
that this will be the case. To the extent that the Corporation may require additional funding for general 
ongoing expenses or in connection with sourcing a proposed Qualifying Transaction, we may seek funding 
by way of unsecured loans from our Sponsor and/or its affiliates, subject to the consent of the Exchange, 
which loans would, unless approved otherwise by the Exchange, bear interest at no more than the prime 
rate plus 1%. Our Sponsor will not have recourse under such loans against the amounts in escrow. Such 
loans will collectively be subject to a maximum principal amount of $1.0 million in the aggregate and may 
be repayable in cash following the closing of a Qualifying Transaction. 
 
Selected Annual Financial Information 
 

  
 
 
 

Year Ended 
September 30, 

2018 
($) 

Period from  
July 31, 2017  

(date of 
incorporation)  

to 
September 30, 

2017 
($) 

Revenues - - 
Interest and other income 933,564 - 
Net loss (47,168,816) - 
Net loss per share - basic (15.97) - 
Net loss per share - diluted (15.97) - 
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 As at 
September 30, 

2018 
($) 

As at 
September 30, 

2017 
($) 

Total assets 136,691,176 10 
Total non-current financial liabilities 180,080,308 nil 
Distribution or cash dividends nil nil 

 
 The net loss for the year ended September 30, 2018, consisted primarily of transaction costs of 

$9,130,817, general and administrative of $1,176,016, and new unrealized loss on changes in the 
fair value of financial liabilities of $37,795,547. This was offset by interest income of $933,564. 

  The net loss for the period from July 31, 2017 (date of incorporation) to September 30, 2017, 
consisted of no activity to report. 

Discussion of Operations 
 
Year ended September 30, 2018 

 
The Corporation’s net loss totaled $47,168,816 for the year ended September 30, 2018, with basic and 
diluted loss per Class B Share of $15.97. Activities for the year ended September 30, 2018, principally 
related to transaction costs of $9,130,817, general and administrative expenses of $1,176,016 and net 
unrealized loss on changes in the fair value of financial liabilities of $37,795,547. 
 
Transaction Costs 
 
The Corporation incurred $9,293,446 in transaction costs associated with the Offering, including 
$8,085,000 in the underwriter’s commission equal to 6.0% of the gross proceeds of the Class A Restricted 
Voting Units issued under the Offering. Other transaction costs included professional fees, underwriter’s 
and management out-of-pocket expenditures associated with completion of the Offering.  Of the total 
transaction costs incurred, $9,130,817 has been included in the September 30, 2018 Financial Statements 
as a transaction cost, while $162,629 was allocated as a charge to shareholders’ equity, as it was 
associated with the issuance of equity. 
 
Interest Income 
 
Since completion of the Offering, the Corporation’s activity has been limited to the evaluation of business 
acquisition candidates, and we do not expect to generate any operating revenues until the closing and 
completion of a Qualifying Transaction. In the interim, we expect to generate small amounts of non-
operating income in the form of interest income on cash and short-term investments, including restricted 
cash and short-term investments held in escrow. In accordance with the Corporation’s Prospectus and the 
terms of the Corporation’s escrow agreement, the Corporation’s restricted cash amounts are in a flexible 
guaranteed investment certificates due on December 21, 2018 for $125,000,000 and January 21, 2019 for 
$9,750,000. Interest income on these investments is not expected to be significant in view of current low 
interest rates. 
 
During the period from commencement of operations of the Corporation on July 31, 2017 to September 30, 
2018 the Corporation earned interest income of $933,564. 
 
General and Administrative Expenses 
 
The Corporation’s general and administrative expenses consist of costs required to maintain its public 
company status in good standing, and expenses incurred to evaluate and identify companies, businesses, 
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assets or properties for potential acquisition. General and administrative costs were $1,176,016 during the 
year ended September 30, 2018. 
 
Net Unrealized Gain on Changes in the Fair Value of Financial Liabilities 
 
Certain financial instruments are recorded in the Corporation’s statement of financial position at values that 
are representative of or approximate their fair value. The fair value of a financial instrument that is traded 
in active markets at each reporting date is determined by reference to its quoted market price. If the financial 
instrument does not trade on an active market, the Corporation will use an option-pricing model to measure 
the fair value of the financial instrument. Application of the option-pricing model requires estimates in 
expected dividend yields, expected volatility in the underlying assets and the expected life of the financial 
instrument.  Changes in the underlying trading value or estimates may significantly affect the amount of net 
income or loss for a particular period. Furthermore, the quoted market price or option price of a financial 
liability may not be equal to the amount that the Corporation may have to pay in settlement of the underlying 
obligation, should such obligation become immediately payable. The Corporation reviews assumptions 
relating to financial instruments on an ongoing basis to ensure that the basis for determination of fair value 
is appropriate.  The Corporation recognized an unrealized loss of $37,795,547 in its net loss for the year 
ended September 30, 2018. 
 
Three months ended September 30, 2018 

 
The Corporation’s net loss totaled $32,199,921 for the three months ended September 30, 2018, with basic 
and diluted loss per Class B Share of $10.90. Activities for the three months ended September 30, 2018, 
principally related to transaction costs of $nil, general and administrative expenses of $779,551 and net 
unrealized loss on changes in the fair value of financial liabilities of $31,722,967. 
 
Interest Income 
 
Since completion of the Offering, the Corporation’s activity has been limited to the evaluation of business 
acquisition candidates, and we do not expect to generate any operating revenues until the closing and 
completion of a Qualifying Transaction. In the interim, we expect to generate small amounts of non-
operating income in the form of interest income on cash and short-term investments, including restricted 
cash and short-term investments held in escrow. In accordance with the Corporation’s Prospectus and the 
terms of the Corporation’s escrow agreement, the Corporation’s restricted cash amounts are in a flexible 
guaranteed investment certificates due on December 21, 2018 for $125,000,000 and January 21, 2019 for 
$9,750,000. Interest income on these investments is not expected to be significant in view of current low 
interest rates. 
 
During the three months ended September 30, 2018, the Corporation earned interest income of $302,597. 
 
General and Administrative Expenses 
 
The Corporation’s general and administrative expenses consist of costs required to maintain its public 
company status in good standing, and expenses incurred to evaluate and identify companies, businesses, 
assets or properties for potential acquisition. General and administrative costs were $799,551 during the 
three months ended September 30, 2018. 
 
Net Unrealized Gain on Changes in the Fair Value of Financial Liabilities 
 
Certain financial instruments are recorded in the Corporation’s statement of financial position at values that 
are representative of or approximate their fair value. The fair value of a financial instrument that is traded 
in active markets at each reporting date is determined by reference to its quoted market price. If the financial 
instrument does not trade on an active market, the Corporation will use an option-pricing model to measure 
the fair value of the financial instrument. Application of the option-pricing model requires estimates in 
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expected dividend yields, expected volatility in the underlying assets and the expected life of the financial 
instrument.  Changes in the underlying trading value or estimates may significantly affect the amount of net 
income or loss for a particular period. Furthermore, the quoted market price or option price of a financial 
liability may not be equal to the amount that the Corporation may have to pay in settlement of the underlying 
obligation, should such obligation become immediately payable. The Corporation reviews assumptions 
relating to financial instruments on an ongoing basis to ensure that the basis for determination of fair value 
is appropriate.  The Corporation recognized an unrealized loss of $31,722,967 in its net loss for the three 
months ended September 30, 2018. 
 
Off-Balance Sheet Arrangements 
 
As of the date of this filing, the Corporation does not have any off-balance sheet arrangements that have, 
or are reasonably likely to have, a current or future effect on the results of operations or financial condition 
of the Corporation including, without limitation, such considerations as liquidity and capital resources that 
have not previously been discussed. 
 
Proposed Transactions 
 
The Corporation announced that it has entered into definitive agreements to concurrently acquire the target 
businesses of Washoe Wellness, LLC (“Washoe”), The Canopy NV, LLC (“Canopy”), Sira Naturals, Inc. 
(“Sira”), LivFree Wellness, LLC (“LivFree”)  and CannaPunch of Nevada LLC (“Cannapunch”, and 
collectively with Washoe, Canopy, Sira and LivFree, the “Target Businesses” or the “Anchor Portfolio”), 
which are intended to constitute the Corporation’s Qualifying Transaction.  
 
Aggregate consideration for the Qualifying Transaction payable by the Corporation will be comprised of a 
combination of cash, equity and debt, as follows: (i) approximately US$75.92 million in cash, which equals 
approximately $99 million as at October 17, 2018; (ii) the issuance of approximately 7.6 million Class B 
Shares (upon the exchange of an equal number of Exchangeable Shares (as defined below)); and (iii) the 
issuance of promissory notes in an aggregate amount of approximately US$43.64 million, which equals 
$57 million as at October 17, 2018. As part of the Qualifying Transaction, the Corporation intends to issue 
approximately 7.6 million exchangeable shares of a wholly-owned Nevada subsidiary (the “Exchangeable 
Shares”) to the vendors of the Target Businesses, which are exchangeable on a one-for-one basis, for 
Class B Shares of the Corporation at the option of the holder, subject where applicable to certain contractual 
lock-up restrictions, and are designed to be economically equivalent (without taking into account tax 
consequences) to the Class B Shares. True-up provisions apply in certain cases. 
 
The Qualifying Transaction is subject to shareholder approval and regulatory approvals. 
 
Related Party Transactions 
 
The Corporation has entered into an administrative services agreement with the Sponsor for an initial term 
of 18 months, subject to possible extension, for office space, utilities and administrative support, which may 
include payment for services of related parties, for, but not limited to, various administrative, managerial or 
operational services or to help effect a Qualifying Transaction. The Corporation has agreed to pay $10,000 
per month, plus applicable taxes for such services.  As at September 30, 2018, the Corporation accrued 
$92,314 in respect of these services. 
 
As at September 30, 2018, the amount due to the Sponsor was $185,896, for out-of-pocket expenses paid 
by the Sponsor on behalf of the Corporation and the terms of the administrative services agreement.  As at 
September 30, 2018, the amount payable to the CEO was $495,564 for out-of-pocket expenses paid on 
behalf of the Corporation with respect to the Qualifying Transaction.  The amounts due to the Sponsor are 
unsecured, non-interest bearing and are payable no earlier than the date of the consummation of a 
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Qualifying Transaction, with no recourse against the funds held in the Escrow Account. Due to the short-
term nature of this arrangement, the fair value of the amounts due to related parties approximates their 
carrying amount. 
 
The Sponsor has executed a make whole agreement and undertaking in favour of the Corporation, whereby 
the Sponsor has agreed to indemnify the Corporation in certain limited circumstances where the funds held 
in the Escrow Account are reduced to below $10.00 per Class A Restricted Voting Share. 
 
During the year ended September 30, 2018, the Corporation paid professional fees of $29,968  to  Marrelli  
Support  Services  Inc.  (“Marrelli  Support”), an organization of which Carmelo Marrelli is President. Mr. 
Marrelli is the Chief Financial Officer of the Corporation. These services were incurred in the normal course 
of operations for general accounting and financial reporting matters.   As at September 30, 2018, Marrelli 
Support was owed $2,932 (September 30, 2017 - $nil) and this amount is included in accounts payable and 
accrued liabilities. 
 
Selected Quarterly Information  
 
A summary of selected information for each of the quarters presented below is as follows: 
 

Three Months Ended 

Net 
Revenues

($) 

Net Loss 

Total 
($) 

Basic and Diluted Loss 
per Class B Share 

($) (5) 

September 30, 2018 - (32,199,921) (4) (10.90) 

June 30, 2018 - (7,186,878) (3) (1.94) 

March 31, 2018 - 125,234 (2) 0.03 

December 31, 2017 - (7,907,251) (1) (11.23) 
July 31, 2017 to 

September 30, 2017 - nil (0.00) 
 
Notes: 
 

(1) During the three months ended December 31, 2017, the Corporation earned interest income of $30,822 
and reported a loss of $7,907,251 ($11.23 basic and diluted loss per Class B Share). The loss in the current 
period primary related to transaction costs of $8,546,051, general and administrative expenses of $17,022 
and net unrealized gain on changes in the fair value of financial liabilities of $625,000. 
 
(2) During the three months ended March 31, 2018, the Corporation earned interest income of $294,076 and 
reported income of $125,234 ($0.03 basic and diluted loss per Class B Share). The income in the current 
period primary related to transaction costs of $584,766, general and administrative expenses of $200,808 
and net unrealized gain on changes in the fair value of financial liabilities of $616,732. 
 
(3) During the three months ended June 30, 2018, the Corporation earned interest income of $306,069 and 
reported a loss of $7,186,878 ($1.94 basic and diluted loss per Class B Share). The loss in the current 
period primary related to transaction costs of $nil, general and administrative expenses of $178,635 and 
net unrealized loss on changes in the fair value of financial liabilities of $7,314,312. 
 

(4) During the three months ended September 30, 2018, the Corporation earned interest income of $302,597 
and reported a loss of $32,199,921 ($10.90 basic and diluted loss per Class B Share). The loss in the 
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current period primary related to transaction costs of $nil, general and administrative expenses of $779,551 
and net unrealized loss on changes in the fair value of financial liabilities of $31,722,967. 
 

(5) Per share amounts are rounded to the nearest cent, therefore aggregating quarterly amounts may not  
reconcile to year-to-date per share amounts.  

 
New standards not yet adopted and interpretations issued but not yet effective 

 
IFRS 9 Financial Instruments 
 
IFRS 9 Financial  Instruments  (“IFRS  9”)  is  effective  for  the  Corporation  on  October  1,  2018  and  
must  be  applied retrospectively with some exemptions. Early adoption is permitted.  The restatement of 
prior periods is not required and is only permitted if information is available without the use of hindsight. 
 
IFRS 9 introduces new requirements for the classification and measurement of financial assets.   Under 
IFRS 9, financial  assets  are  classified  and  measured  based  on  the  business  model  in  which  they  
are  held  and  the characteristics of their contractual cash flows. The standard also introduces additional 
changes relating to financial liabilities  and  amends  the  impairment  model  by  introducing  a  new  
‘expected  credit  loss’  model  for  calculating impairment. 
 
IFRS 9 also includes a new general hedge accounting standard which aligns hedge accounting more 
closely with risk management. This new standard does not fundamentally change the types of hedging 
relationships or the requirement to measure and recognize ineffectiveness, however it will provide more 
hedging strategies that are used for risk management to qualify for hedge accounting and introduce more 
judgment to assess the effectiveness of a hedging relationship. 
 
Special transitional requirements have been set for the application of the new general hedging model. 
 
Based on the Corporation's assessment, the Corporation has determined that this standard will not have a 
significant impact on its financial statements. 
 
IFRS 15 Revenue from Contracts with Customers 
 
IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) is effective for the Corporation on January 1, 
2018. Earlier application is permitted. 
 
The standard contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized.    New estimates and 
judgmental thresholds have been introduced, which may affect the amount and/or timing of revenue 
recognized. The new standard applies to contracts with customers. It does not apply to insurance contracts, 
financial instruments or lease contracts, which fall in the scope of other IFRSs. 
 
Based on the Corporation's assessment, the Corporation has determined that this standard will not have a 
significant impact on its financial statements. 
 
Accounting Policies and Critical Accounting Estimates 
 
The preparation of the Corporation’s financial statements in conformity with IFRS requires management to 
make estimates and assumptions that affect the reported amounts of assets, liabilities, and items in net 
income or loss and the related disclosure of contingent assets and liabilities. Critical accounting estimates 
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represent estimates made by management that are, by their very nature, uncertain. The Corporation 
evaluates its estimates on an ongoing basis. Such estimates are based on assumptions that the 
Corporation believes are reasonable under the circumstances, and these estimates form the basis for 
making judgments about the carrying value of assets and liabilities and the reported amount of items in net 
income or loss that are not readily apparent from other sources. Actual results may differ from these 
estimates under different assumptions or conditions. A summary of the more significant judgments and 
estimates made by management in the preparation of its financial information is provided in note 4 to the 
September 30, 2018 Financial Statements. 
 
Controls and Procedures  
 
The Corporation’s Chief Executive Officer and Chief Financial Officer are responsible for establishing and 
maintaining disclosure controls and procedures and internal control over financial reporting as defined in 
the Canadian Securities Administrators’ National Instrument 52-109, “Certification of Disclosure in Issuer’s 
Annual and Interim Filings”. 
 
Under their supervision, the Chief Executive Officer and Chief Financial Officer have implemented 
disclosure controls and procedures and internal controls over financial reporting appropriate for the nature 
of operations of the Corporation. Disclosure controls and procedures are designed to ensure that 
information required to be disclosed by the Corporation in the reports it files or submits under securities 
legislation is recorded, processed, summarized and reported on a timely basis and that such information is 
accumulated and reported to management, including the Corporation’s Chief Executive Officer and Chief 
Financial Officer, as appropriate, to allow required disclosures to be made in a timely fashion. Internal 
controls over financial reporting are designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
IFRS. The Corporation’s design of its internal controls over financial reporting is based on the principles set 
out in the “Internal Control – Integrated Framework (2013)” issued by The Committee of Sponsoring 
Organizations of the Treadway Commission (COSO)”. 
 
The Corporation has filed certificates signed by its Chief Executive Officer and the Chief Financial Officer 
certifying certain matters with respect to the design of disclosure controls and procedures and the design 
of internal control over financial reporting as at September 30, 2018. 
 
Share Capital 
 
As of the date of this MD&A, the Corporation had 13,475,000 Class A Restricted Voting Shares of the 
Corporation issued and outstanding. In addition the Corporation had an aggregate of 3,434,298 Class B 
Shares, 262,188 Class B Units, 16,359,058 Warrants and 13,737,188 Rights issued and outstanding. 
 
Subsequent Event 
 
See “Proposed Transactions” above. 
 
Outlook 
 
For the immediate future, the Corporation intends to identify and evaluate potential Qualifying Transactions. 
The Corporation continues to monitor its spending and will amend its plans based on business opportunities 
that may arise in the future. 
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Financial Instruments 
 
Fair value measurements 
 
The following table summarizes those assets and liabilities that are included at their fair values in the 
Corporation’s statement of financial position as at September 30, 2018, or those assets and liabilities for 
which fair value is otherwise disclosed in the accompanying notes to the September 30, 2018 Financial 
Statements. These assets and liabilities have been categorized into hierarchal levels, according to the 
significance of the inputs used in determining fair value measurements. 
 

 

Carrying value as at 
September 30, 2018 

($) 
Level 1 (*) 

($) 

 
Level 2 (*) 

($) 
Level 3 (*) 

($) 

Financial assets     

Cash 703,237 703,237 nil nil 

Restricted cash and short-
term investments in escrow 135,683,564 135,683,564 

 
 

nil nil 

Financial liabilities     
Class A Restricted Voting 
Shares subject to 
redemption 159,005,000 159,005,000 

 
 

nil nil 

Warrants 16,359,058 16,359,058 
 

nil nil 
 
(*) Fair values as at September 30, 2018 
 
The Corporation is exposed to financial risks due to the nature of its business and the financial assets and 
liabilities that it holds. The Corporation’s overall risk management strategy seeks to minimize potential 
adverse effects of the Corporation’s financial performance. 
 
During the year, the Class A Restricted Voting Shares subject to redemption and the warrant liability were 
transferred from Level 2 to Level 1. 
 
Market risk 
 
Fair value risk 
 
Fair value risk is the potential for loss from an adverse movement, excluding movements relating to changes 
in interest rates and foreign exchange rates, because of changes in market prices. The Corporation is 
exposed to fair value risk in respect of its Class A Restricted Voting Shares subject to redemption and 
warrant liability, which are carried in the Corporation’s financial statements at their fair value. A 1% increase 
in the fair value of Class A Restricted Voting Shares and warrant liability would result in an increase in net 
loss for the year ended September 30, 2018 of $1,753,641.  A 1% decrease in the fair value of Class A 
Restricted Voting Shares and warrant liability would result in a decrease in net loss for the year ended 
September 30, 2018 of $1,753,641. 
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Interest rate risk 
 
Interest rate risk relates to the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. Due to the fixed interest rate on the Corporation's 
restricted cash and short-term balance held in escrow, its exposure to interest rate risk is nominal. 
 
Currency risk 
 
Currency risk relates to the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates relative to the Corporation’s presentation currency of the 
Canadian dollar.  The Corporation does not have any significant exposure to currency risk given the majority 
of transactions are in Canadian dollars.  
 
Capital Management  
 
(a) The Corporation defines the capital that it manages as its shareholders’ deficiency, net of its Class A 
Restricted Voting Shares subject to redemption and Warrants. The following table summarizes the carrying 
value of the Corporation’s capital as at September 30, 2018: 
 

 $ 

Shareholders’ deficiency (44,881,196) 
Class A Restricted Voting Shares 
subject to redemption 159,005,000 

Warrant liability 16,359,058 

Balance, September 30, 2018 130,482,862 
 
The Corporation’s primary objective in managing capital is to ensure capital preservation in order to benefit 
from acquisition opportunities as they arise. 
 
(b) Liquidity 
 
As at September 30, 2018, the Corporation had $703,237 in cash. The Corporation expects to incur 
significant costs in pursuit of its acquisition plans. 
 
To the extent that the Corporation may require additional funding for general ongoing expenses or in 
connection with sourcing a proposed Qualifying Transaction, the Corporation may obtain such funding by 
way of unsecured loans from the Sponsor and/or its affiliates, subject to consent of the Exchange, which 
loans would, unless approved otherwise by the Exchange, bear interest at no more than the prime rate plus 
1%. The Sponsor would not have recourse under such loans against the Escrow Account, and thus the 
loans would not reduce the value of such Escrow Account. Such loans would collectively be subject to a 
maximum principal amount of $1,000,000 in the aggregate, and may be repayable in cash following the 
closing of a Qualifying Transaction and may only be convertible into Class B Shares and/or Warrants in 
connection with the closing of a Qualifying Transaction, subject to Exchange consent.  
 
Otherwise, and subject to any relief granted by the Exchange, the Corporation may seek to raise additional 
funds through a rights offering in respect of shares available to its shareholders, in accordance with the 
requirements of applicable securities legislation, and subject to placing the required funds raised in the 
Escrow Account in accordance with applicable Exchange rules. 
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Risk Factors 
 
The following are certain factors relating to the business of CSAC. These risks and uncertainties are not 
the only ones facing CSAC. In addition, please see the information under the section entitled “Risk Factors” 
provided in the Prospectus. The following information is a summary only of certain risk factors. Additional 
risks and uncertainties not presently known to CSAC or currently deemed immaterial by CSAC may also 
impair the operations of CSAC. If any such risks actually occur, shareholders of CSAC could lose all or part 
of their investment and CSAC and the ability of CSAC to implement its growth plans could be adversely 
affected. 
 
The acquisition of any of the securities of CSAC is speculative, involving a high degree of risk and should 
be undertaken only by persons whose financial resources are sufficient to enable them to assume such 
risks and who have no need for immediate liquidity in their investment. An investment in the securities of 
CSAC should not constitute a major portion of an individual’s investment portfolio and should only be made 
by persons who can afford a total loss of their investment. CSAC’s shareholders should evaluate carefully 
the following risk factors associated with CSAC’s securities. 
 
While legal under applicable U.S. State law, CSAC’s targets’ business activities are illegal under 
U.S. federal law. 
 
Investors are cautioned that in the United States, cannabis is largely regulated at the State level. To CSAC’s 
knowledge, some form of cannabis has been legalized in 31 U.S. states (each a “State”), the District of 
Columbia, Guam and Puerto Rice as of October 2018. Additional States have pending legislation regarding 
the same. Although each State in which CSAC will operate authorizes, as applicable, medical and/or adult-
use cannabis production and distribution by licensed or registered entities, and numerous other States have 
legalized cannabis in some form, under U.S. federal law, the possession, use, cultivation, and transfer of 
cannabis and any related drug paraphernalia is illegal, and any such acts are criminal acts under federal 
law under any and all circumstances under the U.S. Controlled Substances Act (the “Substances Act”). The 
concepts of “medical cannabis”, “retail cannabis” and “adult-use cannabis” do not exist under U.S. federal 
law. The Substances Act classifies “marijuana” as a Schedule I drug. Under U.S. federal law, a Schedule I 
drug or substance has a high potential for abuse, no accepted medical use in the U.S., and a lack of safety 
for the use of the drug under medical supervision. Although CSAC believes that the business activities of 
the Target Businesses are compliant with applicable U.S. State and local law, strict compliance with State 
and local laws with respect to cannabis may neither absolve CSAC or the Target Businesses of liability 
under U.S. federal law, nor may it provide a defense to any federal proceeding which may be brought 
against CSAC. Any such proceedings brought against CSAC or the Target Businesses may result in a 
material adverse effect on CSAC. 
 
Since the possession and use of cannabis and any related drug paraphernalia is illegal under U.S. federal 
law, CSAC may be deemed to be aiding and abetting illegal activities. The Target Businesses manufacture 
and/or distribute medical and adult-use cannabis. As a result, U.S. law enforcement authorities, in their 
attempt to regulate the illegal use of cannabis and any related drug paraphernalia, may seek to bring an 
action or actions against CSAC or the Target Businesses, including, but not limited to, a claim regarding 
the possession, use and sale of cannabis, and/or aiding and abetting another’s criminal activities. The U.S. 
federal aiding and abetting statute provides that anyone who “commits an offense or aids, abets, counsels, 
commands, induces or procures its commission, is punishable as a principal.” As a result, the Department 
of Justice, under the current administration, could allege that CSAC has “aided and abetted” violations of 
federal law by providing financing and services to the Target Businesses. Under these circumstances, the 
federal prosecutor could seek to seize the assets of CSAC, and to recover the “illicit profits” previously 
distributed to shareholders resulting from any of the foregoing. In these circumstances, CSAC’s operations 
would cease, shareholders may lose their entire investment and directors, officers and/or shareholders may 
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be left to defend any criminal charges against them at their own expense and, if convicted, be sent to federal 
prison. Such an action would result in a material adverse effect on CSAC. 
 
U.S. Customs and Border Protection (“CBP”) enforces the laws of the United States.  Crossing the border 
while in violation of the Substances Act and other related federal laws may result in denied admission, 
seizures, fines and apprehension. CBP officers administer the Immigration and Nationality Act to determine 
the admissibility of travelers, who are non-U.S. citizens, into the United States.  An investment in CSAC, if 
it became known to CBP, could have an impact on a shareholder’s admissibility into the United States and 
could lead to a lifetime ban on admission. 
 
The Target Businesses derive 100% of their revenues from the cannabis industry in certain States, which 
industry is illegal under U.S. federal law. While the Target Businesses’ business activities are believed to 
be compliant with applicable State and local law, such activities remain illegal under U.S. Federal law. The 
enforcement of relevant laws is a significant risk.  
 
Medical cannabis has been and is currently protected against enforcement by enacted legislation from the 
U.S. Congress in the form of the Rohrabacher-Blumenauer Amendment, which prevents Federal 
prosecutors from using Federal funds to impede the implementation of medical cannabis laws enacted at 
the State-level, subject to Congress restoring such funding. This amendment has historically been passed 
as an amendment to omnibus appropriations bills, which by their nature expire at the end of a fiscal year or 
other defined term. Subsequent to the issuance of the Sessions Memo on January 4, 2018 (the “Sessions 
Memo”), the U.S. Congress passed its omnibus appropriations bill, SJ 1662, which for the fourth 
consecutive year contained the Rohrabacher-Blumenauer Amendment language (referred to in 2018 as 
the Leahy Amendment) and continued the protections for the medical cannabis marketplace and its lawful 
participants from interference by the DOJ up and through the 2018 appropriations deadline of September 
30, 2018. The deadline has passed, but the Leahy Amendment has remained in effect by virtue of a 
continuing resolution under which the entire 2018 budget is currently operating. The current continuing 
resolution is effective through December 7, 2018, at which time Congress must either pass an omnibus 
appropriations bill for fiscal year 2019 or pass another continuing resolution of the 2018 budget, or it will 
face a shutdown of the Federal government, at which time the Leahy Amendment would no longer be in 
effect. The Leahy Amendment is currently included in both the House version (referred to therein as the 
Joyce Amendment) and the Senate version (referred to therein as the Leahy Amendment) of the 2019 
omnibus appropriations bill. However, it may or may not be included in the final appropriations package, 
and its inclusion or non-inclusion, as applicable, is subject to political changes. Should the Leahy 
Amendment expire and not be renewed, there can be no assurance that the Federal government will not 
seek to prosecute cases involving medical cannabis businesses that are otherwise compliant with State 
law. Such potential proceedings could involve significant restrictions being imposed upon CSAC or third 
parties, while diverting the attention of key executives. Such proceedings could have a material adverse 
effect on CSAC, even if such proceedings were concluded successfully in favour of CSAC. 
 
Violations of any Federal laws and regulations could result in significant fines, penalties, administrative 
sanctions, convictions or settlements arising from civil proceedings conducted by either the Federal 
government or private citizens, or criminal charges, including, but not limited to, disgorgement of profits, 
cessation of business activities or divestiture. This could have a material adverse effect on CSAC, including 
its reputation and ability to conduct business, its holding (directly or indirectly) of medical and adult-use 
cannabis licenses in the United States, its financial position, operating results, profitability or liquidity or the 
market price of its publicly traded shares. In addition, it is difficult for CSAC to estimate the time or resources 
that would be needed for the investigation of any such matters or its final resolution because, in part, the 
time and resources that may be needed are dependent on the nature and extent of any information 
requested by the applicable authorities involved, and such time or resources could be substantial. 
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Prohibition on public company ownership under local law. 
 
At least one U.S. county currently prohibits the ownership of cannabis businesses by public companies.  If 
other U.S counties or localities have adopted or adopt a similar prohibition this could limit CSAC’s ability to 
expand. 
 
The approach to the enforcement of cannabis laws may be subject to change or may not proceed 
as previously outlined. 
 
As a result of the conflicting views between State legislatures and the Federal government regarding 
cannabis, investments in cannabis businesses in the U.S. are subject to inconsistent legislation and 
regulation. The response to this inconsistency was addressed in the Cole Memo addressed to all United 
States district attorneys acknowledging that notwithstanding the designation of cannabis as a controlled 
substance at the Federal level in the United States, several States have enacted laws relating to cannabis 
for medical purposes. 
 
The Cole Memo outlined certain priorities for the Department of Justice (“DOJ”) relating to the prosecution 
of cannabis offenses. In particular, the Cole Memo noted that in jurisdictions that have enacted laws 
legalizing cannabis in some form and that have also implemented strong and effective regulatory and 
enforcement systems to control the cultivation, distribution, sale and possession of cannabis, conduct in 
compliance with those laws and regulations is less likely to be a priority at the Federal level. Notably, 
however, the DOJ has never provided specific guidelines for what regulatory and enforcement systems it 
deems sufficient under the Cole Memo standard.  
 
In light of limited investigative and prosecutorial resources, the Cole Memo concluded that the DOJ should 
be focused on addressing only the most significant threats related to cannabis. States where medical 
cannabis had been legalized were not characterized as a high priority. In March 2017, newly appointed 
Attorney General Jeff Sessions again noted limited Federal resources and acknowledged that much of the 
Cole Memo had merit; however, he disagreed that it had been implemented effectively and, on January 4, 
2018, Attorney General Jeff Sessions issued the Sessions Memo, which rescinded the Cole Memo. The 
Sessions Memo rescinded previous nationwide guidance specific to the prosecutorial authority of United 
States Attorneys relative to cannabis enforcement on the basis that they are unnecessary, given the well-
established principles governing Federal prosecution that are already in place.  Those principals are 
included in chapter 9.27.000 of the USAM and require Federal prosecutors deciding which cases to 
prosecute to weigh all relevant considerations, including Federal law enforcement priorities set by the 
Attorney General, the seriousness of the crime, the deterrent effect of criminal prosecution, and the 
cumulative impact of particular crimes on the community.   
 
As a result of the Sessions Memo, Federal prosecutors are now free to utilize their prosecutorial discretion 
to decide whether to prosecute cannabis activities despite the existence of State-level laws that may be 
inconsistent with Federal prohibitions. No direction was given to Federal prosecutors in the Sessions Memo 
as to the priority they should ascribe to such cannabis activities, and resultantly it is uncertain how active 
Federal prosecutors will be in relation to such activities. 
 
As discussed above, should the Rohrabacher-Leahy Amendment not be renewed, there can be no 
assurance that the Federal government will not seek to prosecute cases involving medical cannabis 
businesses that are otherwise compliant with State law. 
 
Due to the ambiguity of the Sessions Memo in relation to medical and adult-use cannabis, there can be no 
assurance that the Federal government will not seek to prosecute cases involving medical or adult-use 
cannabis businesses that are otherwise compliant with State law.  
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Such potential proceedings could involve significant restrictions being imposed upon CSAC or third parties, 
while diverting the attention of key executives.  Such proceedings could have a material adverse effect on 
CSAC, as well as CSAC’s reputation, even if such proceedings were concluded successfully in favour of 
CSAC.  In the extreme case, such proceedings could ultimately involve the prosecution of key executives 
of CSAC or the seizure of corporate assets; however as of the date hereof, CSAC believes that proceedings 
of this nature are remote. 
 
There is no certainty as to how the DOJ, Federal Bureau of Investigation and other government agencies 
will handle cannabis matters in the future. There can be no assurances that the Trump administration would 
not change the current enforcement policy and decide to strongly enforce the Federal laws. CSAC regularly 
monitors the activities of the current administration in this regard. 
 
Risk of legal, regulatory or other political change. 
 
The success of the business strategy of CSAC depends on the legality of the cannabis industry. The political 
environment surrounding the cannabis industry in general can be volatile and the regulatory framework 
remains in flux. To CSAC’s knowledge, some form of cannabis has been legalized in 31 States, the District 
of Columbia, Guam and Puerto Rico as of October 2018; however, the risk remains that a shift in the 
regulatory or political realm could occur and have a drastic impact on the industry as a whole, adversely 
impacting CSAC’s business, results of operations, financial condition or prospects. 
 
Delays in enactment of new State or Federal regulations could restrict the ability of CSAC to reach strategic 
growth targets. The growth strategy of CSAC is contingent upon certain Federal and State regulations being 
enacted to facilitate the legalization of medical and adult-use marijuana. If such regulations are not enacted, 
or enacted but subsequently repealed or amended, or enacted with prolonged phase-in periods, the growth 
targets of CSAC, and thus, the effect on the return of investor capital, could be detrimental. CSAC is unable 
to predict with certainty when and how the outcome of these complex regulatory and legislative proceedings 
will affect its business and growth. 
 
Further, there is no guarantee that State laws legalizing and regulating the sale and use of cannabis will 
not be repealed or overturned, or that local governmental authorities will not limit the applicability of State 
laws within their respective jurisdictions, including prohibiting ownership of cannabis businesses by public 
companies. If the Federal government begins to enforce Federal laws relating to cannabis in States where 
the sale and use of cannabis is currently legal, or if existing applicable State laws are repealed or curtailed, 
CSAC’s business, results of operations, financial condition and prospects would be materially adversely 
affected. It is also important to note that local and city ordinances may strictly limit and/or restrict 
disbursement of marijuana in a manner that will make it extremely difficult or impossible to transact business 
in that jurisdiction, which may adversely affect CSAC’s continued operations. Federal actions against 
individuals or entities engaged in the cannabis industry or a repeal of applicable marijuana legislation could 
adversely affect CSAC and its business, results of operations, financial condition and prospects. 
 
CSAC is also aware that multiple States are considering special taxes or fees on businesses in the cannabis 
industry. It is a potential yet unknown risk at this time that other States are in the process of reviewing such 
additional fees and taxation. Should such special taxes or fees be adopted, this could have a material 
adverse effect upon CSAC’s business, results of operations, financial condition or prospects. 
 
Overall, the medical and adult-use cannabis industry is subject to significant regulatory change at both the 
State and Federal level. The inability of CSAC to respond to the changing regulatory landscape may cause 
it to not be successful in capturing significant market share and could otherwise harm its business, results 
of operations, financial condition or prospects. 



Cannabis Strategies Acquisition Corp. 
(A Special Purpose Acquisition Corporation) 
Management’s Discussion and Analysis 
Year Ended September 30, 2018 
Discussion dated: November 27, 2018 

 

20 | P a g e  
 

CSAC’s operations in the U.S. cannabis market may become the subject of heightened scrutiny. 
 
For the reasons set forth above, CSAC’s operations in the U.S., and any future operations or investments, 
may become the subject of heightened scrutiny by regulators, stock exchanges and other authorities in 
Canada. As a result, CSAC may be subject to significant direct and indirect interaction with public officials. 
There can be no assurance that this heightened scrutiny will not in turn lead to the imposition of certain 
restrictions on CSAC’s ability to operate or invest in the U.S. or any other jurisdiction, in addition to those 
described herein.  
 
Given the heightened risk profile associated with cannabis in the U.S., CDS Clearing and Depository 
Services Inc. (“CDS”), Canada’s central securities depository, may implement procedures or protocols that 
would prohibit or significantly curtail the ability of CDS to settle trades for cannabis companies that have 
cannabis businesses or assets in the U.S. On February 8, 2018, following discussions with the Canadian 
Securities Administrators and recognized Canadian securities exchanges, the TMX Group announced the 
signing of a Memorandum of Understanding (“TMX MOU”) with the Exchange, the Canadian Stock 
Exchange, the Toronto Stock Exchange, and the TSX Venture Exchange. The TMX MOU outlines the 
parties’ understanding of Canada’s regulatory framework applicable to the rules, procedures, and 
regulatory oversight of the exchanges and CDS as it relates to issuers with cannabis-related activities in 
the U.S. The TMX MOU confirms, with respect to the clearing of listed securities, that CDS relies on the 
exchanges to review the conduct of listed issuers. As a result, there is no CDS ban on the clearing of 
securities of issuers with cannabis-related activities in the U.S. However, there can be no guarantee that 
this approach to regulation will continue in the future. If such a ban were to be implemented, it would have 
a material adverse effect on the ability of holders of CSAC shares to make and settle trades. In particular, 
CSAC shares would become highly illiquid as until an alternative was implemented, investors would have 
no ability to effect a trade of CSAC shares through the facilities of a stock exchange.  
 
In light of the political and regulatory uncertainty surrounding the treatment of U.S. cannabis-related 
activities, including the rescission of the Cole Memo discussed above, on February 8, 2018, the Canadian 
Securities Administrators revised their previously released CSA Staff Notice 51-352 Issuers with U.S. 
Marijuana-Related Activities setting out their disclosure expectations for specific risks facing issuers with 
cannabis-related activities in the U.S. The Staff Notice confirms that a disclosure-based approach remains 
appropriate for issuers with U.S. cannabis-related activities. The Staff Notice includes additional disclosure 
expectations that apply to all issuers with U.S. cannabis-related activities, including those with direct and 
indirect involvement in the cultivation and distribution of cannabis, as well as issuers that provide goods 
and services to third parties involved in the U.S. cannabis industry. CSAC views the Staff Notice favourably, 
as it provides increased transparency and greater certainty regarding the views of its exchange and its 
regulator of existing operations and strategic business plan as well as CSAC’s ability to pursue further 
investment and opportunities in CSAC. 
 
Government policy changes or public opinion may also result in a significant influence over the regulation 
of the cannabis industry in Canada, the U.S. or elsewhere. A negative shift in the public’s perception of 
medical and/or adult-use cannabis in the U.S. or any other applicable jurisdiction could affect future 
legislation or regulation. Among other things, such a shift could cause State jurisdictions to abandon 
initiatives or proposals to legalize medical and/or adult-use cannabis, thereby limiting the number of new 
State jurisdictions into which CSAC could expand. Any inability to fully implement CSAC’s expansion 
strategy may result in a material adverse effect on CSAC’s business, financial condition, results of 
operations or prospects.  
 
Regulatory scrutiny of CSAC’s industry may negatively impact its ability to raise additional capital.  
 
CSAC’s business activities rely on newly established and/or developing laws and regulations in the various 
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States in which CSAC operates. These laws and regulations are rapidly evolving and subject to change 
with minimal notice. Regulatory changes may adversely affect CSAC’s profitability or cause it to cease 
operations entirely. The cannabis industry may come under the scrutiny or further scrutiny by the U.S. Food 
and Drug Administration (“FDA”), Securities and Exchange Commission, the DOJ, the Financial Industry 
Regulatory Advisory or other Federal, State or non-governmental regulatory authorities or self-regulatory 
organizations that supervise or regulate the production, distribution, sale or use of cannabis for medical 
and/or adult-use purposes in the U.S. It is impossible to determine the extent of the impact of any new laws, 
regulations or initiatives that may be proposed, or whether any proposals will become law. The regulatory 
uncertainty surrounding CSAC’s industry may adversely affect the business and operations of CSAC, 
including without limitation, the costs to remain compliant with applicable laws and the impairment of its 
ability to raise additional capital, create a public trading market in the U.S. for securities of CSAC or to find 
a suitable acquirer, which could reduce, delay or eliminate any return on investment in CSAC. 
 
CSAC’s investments in the U.S. are subject to applicable anti-money laundering laws and 
regulations. 
 
Because the manufacture, distribution, and dispensation of cannabis remains illegal under the Substances 
Act, banks and other financial institutions providing services to cannabis-related businesses risk violation 
of Federal anti-money laundering statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-remitter 
statute (18 U.S.C. § 1960) and the U.S. Bank Secrecy Act, as amended by Title III of the Uniting and 
Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 
2001 (USA PATRIOT Act), the Proceeds of Crime (Money Laundering) and Terrorist Financing Act 
(Canada), as amended and the rules and regulations thereunder, the Criminal Code (Canada) and any 
related or similar rules, regulations or guidelines, issued, administered or enforced by governmental 
authorities in the United States and Canada. These statutes can impose criminal liability for engaging in 
certain financial and monetary transactions with the proceeds of a “specified unlawful activity” such as 
distributing controlled substances which are illegal under Federal law, including cannabis, and for failing to 
identify or report financial transactions that involve the proceeds of cannabis-related violations of the 
Substances Act. As a result, it is possible that banks may refuse to open bank accounts for the deposit of 
funds from businesses involved with the cannabis industry. The inability to open bank accounts with certain 
institutions could materially and adversely affect the business of CSAC. 
 
In February 2014, the U.S. Department of the Treasury’s Financial Crimes Enforcement Network issued 
the FCEN Memo providing instructions to banks seeking to provide services to cannabis-related businesses. 
The FCEN Memo states that in some circumstances, it is permissible for banks to provide services to 
cannabis-related businesses without risking prosecution for violation of Federal money laundering laws.  It 
refers to supplementary guidance that Deputy Attorney General Cole issued to Federal prosecutors in the 
now repealed 2014 Cole Memo relating to the prosecution of money laundering offenses predicated on 
cannabis-related violations of the Substances Act. It is unclear at this time whether the current 
administration will follow the guidelines of the FCEN Memo. 
 
In the event that any of CSAC’s or the Target Businesses’ operations, or any proceeds thereof, any 
dividends or distributions therefrom, or any profits or revenues accruing from such operations in the U.S. 
were found to be in violation of money laundering legislation or otherwise, such transactions may be viewed 
as proceeds of crime under one or more of the statutes noted above or any other applicable legislation. 
This could restrict or otherwise jeopardize the ability of CSAC to declare or pay dividends, effect other 
distributions or subsequently repatriate such funds back to Canada. Furthermore, while CSAC has no 
current intention to declare or pay dividends on the CSAC Shares in the foreseeable future, in the event 
that a determination was made that CSAC’s proceeds from operations (or any future operations or 
investments in the U.S.) could reasonably be shown to constitute proceeds of crime, CSAC may decide or 
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be required to suspend declaring or paying dividends without advance notice and for an indefinite period of 
time. 
 
Any re-classification of cannabis or changes in U.S. controlled substance laws and regulations may 
affect CSAC’s business. 
 
If cannabis and/or CBD is re-categorized as a Schedule II or lower controlled substance, the ability to 
conduct research on the medical benefits of cannabis would most likely be simpler and more accessible; 
however, if cannabis is re-categorized as a Schedule II or other controlled substance, and the resulting re-
classification would result in the requirement for FDA approval if medical claims are made for CSAC’s 
products such as medical cannabis. As a result, the manufacture, importation, exportation, domestic 
distribution, storage, sale and use of such products may be subject to a significant degree of regulation by 
the Drug Enforcement Administration (“DEA”). In that case, CSAC may be required to be registered 
(licensed) to perform these activities and have the security, control, recordkeeping, reporting and inventory 
mechanisms required by the DEA to prevent drug loss and diversion. Obtaining the necessary registrations 
may result in delay of the manufacturing or distribution of CSAC’s anticipated products. The DEA conducts 
periodic inspections of certain registered establishments that handle controlled substances. Failure to 
maintain compliance could have a material adverse effect on CSAC’s business, financial condition and 
results of operations. The DEA may seek civil penalties, refuse to renew necessary registrations, or initiate 
proceedings to restrict, suspend or revoke those registrations. In certain circumstances, violations could 
lead to criminal proceedings.  
 
CSAC may be subject to the risk of civil asset forfeiture. 
 
Because the cannabis industry remains illegal under U.S. Federal law, any property owned by participants 
in the cannabis industry which are either used in the course of conducting such business, or are the 
proceeds of such business, could be subject to seizure by law enforcement and subsequent civil asset 
forfeiture. Even if the owner of the property were never charged with a crime, the property in question could 
still be seized and subject to an administrative proceeding by which, with minimal due process, it could be 
subject to forfeiture. 
 
CSAC may lack of access to U.S. bankruptcy protections. 
 
Because the use of cannabis is illegal under Federal law, many courts have denied cannabis businesses 
bankruptcy protections, thus making it very difficult for lenders to recoup their investments in the cannabis 
industry in the event of a bankruptcy. If CSAC or the Target Businesses were to experience a bankruptcy, 
there is no guarantee that U.S. Federal bankruptcy protections would be available, which could have a 
material adverse effect on CSAC. 
 
CSAC may be subject to the risk of an inability to enforce its contracts. 
 
It is a fundamental principle of law that a contract will not be enforced if it involves a violation of law or public 
policy. Because cannabis remains illegal at a Federal level, judges in multiple States have on a number of 
occasions refused to enforce contracts for the repayment of money when the loan was used in connection 
with activities that violate Federal law, even if there is no violation of State law. There remains doubt and 
uncertainty that CSAC will be able to legally enforce contracts it enters into if necessary. CSAC cannot be 
assured that it will have a remedy for breach of contract, which would have a material adverse effect on 
CSAC. 
 
  



Cannabis Strategies Acquisition Corp. 
(A Special Purpose Acquisition Corporation) 
Management’s Discussion and Analysis 
Year Ended September 30, 2018 
Discussion dated: November 27, 2018 

 

23 | P a g e  
 

CSAC may be subject to the risk of changes in Canadian laws or regulations, or a failure to comply 
with any such laws and regulations. 
 
CSAC is subject to laws and regulations enacted by the Federal and provincial governments of Canada. In 
particular, CSAC will be required to comply with certain Canadian securities law, income tax law and the 
Exchange and other legal and regulatory requirements. Compliance with, and monitoring of, applicable 
laws and regulations may be difficult, time consuming and costly. Those laws and regulations and their 
interpretation and application also may change from time to time and those changes could have a material 
adverse effect on CSAC business, investments and results of operations. In addition, a failure to comply 
with applicable laws or regulations, as interpreted and applied, could result in a material adverse effect on 
CSAC. 
 
CSAC is subject to general regulatory and licensing risks. 
 
The Target Businesses are subject to a variety of laws, regulations and guidelines relating to the 
manufacture, management, transportation, storage and disposal of marijuana, including laws and 
regulations relating to health and safety, the conduct of operations and the protection of the environment. 
Achievement of CSAC’s business objectives are contingent, in part, upon compliance with applicable 
regulatory requirements and obtaining all requisite regulatory approvals. Changes to such laws, regulations 
and guidelines due to matters beyond the control of CSAC may result in a material adverse effect on CSAC. 
 
The Target Businesses are required to obtain or renew further government permits and licenses for its 
current and contemplated operations. Obtaining, amending or renewing the necessary governmental 
permits and licenses can be a time-consuming process potentially involving numerous regulatory agencies, 
involving public hearings and costly undertakings on the Target Businesses’ part. The duration and success 
of the Target Businesses’ efforts to obtain, amend and renew permits and licenses are contingent upon 
many variables not within its control, including the interpretation of applicable requirements implemented 
by the relevant permitting or licensing authority. The Target Businesses may not be able to obtain, amend 
or renew permits or licenses that are necessary to its operations or to achieve the growth of its business. 
Any unexpected delays or costs associated with the permitting and licensing process could impede the 
ongoing or proposed operations of the Target Businesses. To the extent necessary permits or licenses are 
not obtained, amended or renewed, or are subsequently suspended or revoked, the Target Businesses 
may be curtailed or prohibited from proceeding with its ongoing operations or planned development and 
commercialization activities. Such curtailment or prohibition may result in a material adverse effect on 
CSAC. 
 
Several of the licenses held by the Target Businesses are subject to renewal on an annual or periodic basis; 
however, they are generally renewed, as a matter of course, if the license holder continues to operate in 
compliance with applicable legislation and regulations and without any material change to its operations. 
 
While CSAC believes that the Target Businesses’ compliance controls have been developed to mitigate 
the risk of any material violations of any licenses they hold arising, there is no assurance that the Target 
Businesses’ licenses will be renewed by each applicable regulatory authority in the future in a timely 
manner. Any unexpected delays or costs associated with the licensing renewal process for any of the 
licenses held by the Target Businesses could impede the ongoing or planned operations of the Target 
Businesses and have a material adverse effect on CSAC. 
 
CSAC or the Target Businesses may become involved in a number of government or agency proceedings, 
investigations and audits. The outcome of any regulatory or agency proceedings, investigations, audits, 
and other contingencies could harm CSAC’s or the Target Businesses’ reputation, require CSAC or the 
Target Businesses to take, or refrain from taking, actions that could harm its operations or require CSAC 
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or the Target Businesses to pay substantial amounts of money, harming its financial condition. There can 
be no assurance that any pending or future regulatory or agency proceedings, investigations and audits will 
not result in substantial costs or a diversion of management’s attention and resources or have a material 
adverse impact on CSAC. 
 
Limitations on ownership of licenses. 
 
In certain States, the cannabis laws and regulation limit, not only the number of cannabis licenses issued, 
but also the number of cannabis licenses that one person may own.  For example, in Massachusetts, no 
person may have an ownership interest, or control over, more than three license holders in any category – 
cultivation, processing or dispensing.   CSAC believes that, where such restrictions apply, it may still 
capture significant share of revenue in the market through the provision of management or support services 
and similar arrangement with other operators. Nevertheless, such limitations on the acquisition of 
ownership of additional licenses within certain States may limit CSAC’s ability to grow organically or to 
increase its market share in such States. In Henderson, Nevada, public company ownership of a licensee 
is currently restricted. If not changed, this may prevent a portion of the LivFree transaction. 
 
Regulatory action and approvals from the Food and Drug Administration.  
 
The Target Business’ cannabis-based products are supplied to patients diagnosed with certain medical 
conditions. However, the Target Businesses’ cannabis-based products are not approved by the FDA as 
“drugs” or for the diagnosis, cure, mitigation, treatment, or prevention of any disease. Accordingly, the FDA 
may regard any promotion of the cannabis-based products as the promotion of an unapproved drug in 
violation of the Food, Drug and Cosmetic Act (“FDCA”). 
  
In recent years, the FDA has issued letters to a number of companies selling products that contain CBD oil 
derived from hemp warning them that the marketing of their products violates the FDCA. FDA enforcement 
action against the Target Businesses could result in a number of negative consequences, including fines, 
disgorgement of profits, recalls or seizures of products, or a partial or total suspension of the Target 
Businesses’ production or distribution of its products.  Any such event could have a material adverse effect 
on CSAC. 
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MANAGEMENT'S RESPONSIBILITY FOR 
FINANCIAL REPORTING 

Management's Responsibility 

To the Members of LivFree Wellness LLC: 

The accompanying consolidated financial statements and other financial information in this report were 
prepared by management of LivFree Wellness LLC ("the Company"), reviewed by the Audit Committee 
and approved by the Board of Directors. 

Management is responsible for the consolidated financial statements and believes that they fairly present 
the Company's financial condition and results of operation in conformity with International Financial 
Reporting Standards. Management has included in the Company's consolidated financial statements 
amounts based on estimates and judgments that it believes are reasonable, under the circumstances. 

To discharge its responsibilities for financial reporting and safeguarding of assets, management believes 
that it has established appropriate systems of internal accounting control which provide reasonable 
assurance that the financial records are reliable and form a proper basis for the timely and accurate 
preparation of consolidated financial statements. Consistent with the concept of reasonable assurance, the 
Company recognizes that the relative cost of maintaining these controls should not exceed their expected 
benefits. Management further assures the quality of the financial records through careful selection and 
training of personnel and through the adoption and communication of financial and other relevant policies. 

These consolidated financial statements have been audited by the Company's auditors, Macias Gini & 
O'Connell LLP, and their report is presented herein. 

January 23, 2019 

"Steve Menzies" (signed) 	 "Timothy Harris" (signed) 
Managing Member 	 Chief Financial Officer 
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Certified 
Public 
Accountants 

Independent Auditor's Report 

To the Members of LivFree Wellness LLC 

We have audited the accompanying consolidated financial statements of LivFree Wellness LLC (the 
"Company"), which comprise the consolidated statements of financial position as at September 30, 2018, 
December 31, 2017 and January 1, 2017, and the consolidated statements of operations, changes in 
members' equity and cash flows for the period from January 1, 2018 to September 30, 2018 and year ended 
December 31, 2017, and a summary of significant accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity's preparation and fair presentation of the consolidated financial statements 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 entity's internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

(Continues) 

mc 	Gini 	( 	LLP 
t 	Suite 4.02 
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Independent Auditor's Report to the Members of LivFree Wellness LLC (Continued) 

Opinion 

In our opinion the consolidated financial statements present fairly, in all material respects, the consolidated financial 
position of LivFree Wellness LLC as at September 30, 2018, December 31, 2017 and January 1, 2017, and the 
consolidated statements of operations, changes in members' equity and cash flows for the period from January 1, 
2018 to September 30, 2018 and year ended December 31, 2017, in accordance with International Financial Reporting 
Standards. 

San Diego, California 
January 23, 2019 
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LIVFREE WELLNESS LLC 
Consolidated Statements of Financial Position 

At September 30, 2018, December 31, 2017 and January 1, 2017 

September 30, 
2018 

December 31, 
2017 

January 1, 
2017 

ASSETS 
Current 

Cash 1,591,393 898,658 73,704 

Inventory [Note 5] 1,798,799 1,396,981 198,716 

Due from a related corporation - 340,495 26,977 

Prepaid expenses and other assets 153,800 79,304 68,173 
3,543,992 2,715,438 367,570 

Property, plant and equipment [Note 6] 1,630,195 1,390,530 1,291,190 

Investment in associate [Note 7] 3,899,934 1,586,966 

Other long term assets 355,347 318,920 67,947 

Total assets 9,429,468 6,011,854 1,726,707 

LIABILITIES 

Current 
Trade payables 316,652 133,849 

Accrued liabilities 611,396 558,305 123,568 

Distributions payable - 1,980,000 

Debt payable - current portion [Note 8] 240,000 220,000 
1,168,048 2,892,154 123,568 

Debt payable - Non-current portion [Note 8] 40,000 240,000 460,000 

Total liabilities 1,208,048 3,132,154 583,568 

MEMBERS' EQUITY 8,221,420 2,879,700 1,143,139 

Total liabilities and members' equity 9,429,468 6,011,854 1,726,707 

Nature of operations [Note 1] 
Commitments and contingencies [Note 13] 
Subsequent events [Note 16] 

Approved and authorized by the Board of Directors on January 23, 2019 

"Steve Menzies" (signed) 	 "Timothy Harris" (signed) 
Managing Member 	 Chief Financial Officer 

The accompanying notes are an integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
Consolidated Statements of Operations 

For the Period from January 1, 2018 to September 30, 2018, 
and the Year Ended December 31, 2017 

Nine Months Ended 
September 30, 
2018 [Note 17] 

Year Ended 
December 31, 

2017 

Revenues, net of discounts 

Cost of goods sold 

23,946,093 

14,964,558 

14,465,998 

9,254,267 

Gross profit 8,981,535 5,211,731 

Expenses 
General and administrative [Note 12] 

Sales and marketing 

Depreciation [Note 6] 

2,748,346 

363,791 

140,646 

2,421,520 

299,681 

145,099 

Total expenses 3,252,783 2,866,300 

Net income from operations 5,728,752 2,345,431 

Other (income) expense 
Share of income on equity investments [Note 7] 
Other expense 

(912,968) (586,966) 
4,043 

Total other (income) expense (912,968) (582,923) 

Net income 6,641,720 2,928,354 

The accompanying notes are an integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
For the Period from January 1, 2018 to September 30, 2018, 

and the Year Ended December 31, 2017 

Members' 
Equity 

Balance as at January 1, 2017 1,143,139 

Contribution [Note 9] 788,207 

Distributions (1,980,000) 

Net income for the year 2,928,354 

Balance as at December 31, 2017 2,879,700 

Distributions (1,300,000) 

Net income for the period 6,641,720 

Balance as at September 30, 2018 8,221,420 

The accompanying notes are in integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
Consolidated Statements of Cash Flows 

For the Period from January 1, 2018 to September 30, 2018, 
and the Year Ended December 31, 2017 

Nine Months Ended 
September 30, 
2018 [Note 17] 

Year Ended 
December 31, 

2017 

Operating activities 

Net income 6,641,720 2,928,354 

Adjustments for items not affecting cash: 
Depreciation 140,646 145,099 

Share of income on equity investments (912,968) (586,966) 

Loss on disposal of property, plant and equipment 4,043 

Changes in working capital items: 
Inventory (401,818) (1,198,265) 

Due from a related corporation 340,495 (313,518) 

Prepaid expenses and other assets (110,923) (262,105) 

Trade payables 182,803 133,849 

Accrued liabilities 53,091 434,737 

Cash provided by operating activities 5,933,046 1,285,228 

Investing activities 
Investment in associate (1,400,000) (1,000,000) 

Purchase of property, plant and equipment (380,311) (248,481) 

Cash used in investing activities (1,780,311) (1,248,481) 

Financing activities 
Repayment of debt issuances (180,000) 

Contribution 788,207 

Distributions (3,280,000) 

Cash provided by (used in) financing activities (3,460,000) 788,207 

Net increase in cash 692,735 824,954 

Cash, beginning of year 898,658 73,704 

Cash, end of year 1,591,393 898,658 

Non-Cash Supplementary Information 
Distributions payable (1,980,000) 

The accompanying notes are an integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

1. NATURE OF OPERATIONS 

LivFree Wellness LLC ("LivFree" or the "Company") [formerly LivFree Wellness Reno LLC ("Reno")] was 
incorporated as a Limited Liability Company on July 16, 2014 in the State of Nevada, United States of America 
("USA"). The Company's head office is located at 5347 S. Decatur Blvd Las Vegas NV 89118. 

The Company's principal activities are buying and selling of cannabis as regulated under the laws applicable in the 
USA. 

2. BASIS OF PRESENTATION 

2.1 Statement of Compliance 

The Company adopted IFRS effective January 1, 2017. The Company applied IFRS 1 First-time Adoption of 
International Financial Reporting Standards, in making the transition to IFRS. IFRS 1 requires that all IFRS standards 
and interpretations that are effective as of the first IFRS statement, be applied consistently and retrospectively for all 
years presented. 

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards ("IFRS") issued by the International Accounting Standards Board ("IASB") and Interpretations of the 
International Financial Reporting Interpretations Committee ("IFRIC"). 

These consolidated financial statements were approved and authorized for issue by the Board of Directors of the 
Company on January 23, 2019. 

2.2 Basis of Presentation 

These consolidated financial statements have been prepared on the historical cost basis except for certain financial 
instruments, which are measured at fair value, as explained in the accounting policies set out in Note 3. The 
consolidated financial statements are presented in US dollars which is the presentation and functional currency of the 
Company. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

3.1 Basis of Consolidation 

The consolidated financial statements include the financial statements of the Company and its wholly owned 
subsidiaries Billco Holdings, LLC ("Billco"), and BP Solutions LLC ("BP"), Limited Liability Companies, 
incorporated in the state of Nevada. The results of subsidiaries acquired or disposed of during the year is included 
in the consolidated statements of operations from the effective date of acquisition or up to the effective date of 
disposal, as appropriate. All inter-company transactions, balances, income and expenses are eliminated on 
consolidation. The financial statement of the subsidiary is prepared for the same reporting period as the Company, 
using consistent accounting policies. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.2 Revenue 

Revenue is recognized at the fair value of the consideration received or receivable. Revenue from the sale of goods 
is recognized when all of the following conditions are satisfied: 

• the Company has transferred to the buyer significant risks and rewards of ownership of the goods; 
• the Company retains neither continuing managerial involvement to the degree usually associated with 

ownership nor effective control over the goods sold; 
• the amount of revenue can be measured reliably; 
• it is probable that the economic benefits associated with the transaction will flow to the entity; and 
• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

3.3 Property, Plant and Equipment ("PPE") 

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. 
The cost of an item of PPE consists of the purchase price, any costs directly attributable to bringing the asset to the 
location and condition necessary for its intended use and an initial estimate of the costs of dismantling and removing 
the item and restoring the site on which it is located. 

Depreciation is provided at rates calculated to write off the cost of PPE, less their estimated residual value, using the 
straight-line method over the following expected useful lives: 

• Leasehold improvements — the shorter of the useful life or life of the lease 
• Furniture and fixtures — 10 years 
• Office and equipment — 3-5 years 

An item of PPE is derecognized upon disposal, when held for sale or when no future economic benefits are expected 
to arise from the continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the 
difference between the net disposal proceeds and the carrying amount of the asset, is recognized in the consolidated 
statement of operations. 

Assets in process are transferred to the appropriate asset class when available for use and depreciation of the assets 
commences at that point of time. 

The Company conducts an annual assessment of the residual balances, useful lives and depreciation methods being 
used for PPE and any changes arising from the assessment are applied by the Company prospectively. 

Where an item of property, plant and equipment comprises major components with different useful lives, the 
components are accounted for as separate items of property, plant and equipment. Expenditures incurred to replace 
a component of an item of property, plant and equipment that is accounted for separately, including major inspection 
and overhaul expenditures are capitalized. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.4 Taxation 

The Company is considered a Limited Liability Company for income tax purposes, for the nine months ended 
September 30, 2018 and year ended December 31, 2017. Therefore, the Company's taxable income is allocated to 
the members for inclusion on their respective income tax returns. 

As the Company operates in the cannabis industry, it is subject to the limits of IRC Section 280E under which the 
Company is only allowed to deduct expenses directly related to sales of product. This results in permanent differences 
between ordinary and necessary business expenses deemed non-allowable under IRC Section 280E. 

3.5 Financial Instruments 

All financial instruments are recognized when the Company becomes party to the contractual provisions of the 
financial instrument and are initially measured at fair value for instruments not at fair value through profit or loss, 
plus any directly attributable transaction costs. Financial assets are derecognized when the contractual rights to the 
cash flows from the financial asset expire, or when the financial asset and all substantial risks and rewards are 
transferred. Financial instruments are classified into the following categories upon initial recognition: 

- loans and receivables ("L&R") 
- financial instruments at fair value through profit or loss ("FVTPL") 
- held-to-maturity investments 
- available-for-sale assets ("AFS") 
- other financial liabilities 

The category determines subsequent measurement and whether any resulting income and expense is recognized in 
profit or loss. All financial assets, except for those at FVTPL, are subject to review for impairment at least at each 
reporting date. Financial assets are impaired when there is objective evidence that a financial asset or a group of 
financial assets is impaired. Different criteria to determine impairment are applied for each category of financial 
assets, described below. 

Financial assets at FVTPL include financial assets that are either classified as held for trading or that meet certain 
conditions and are designated at FVTPL upon initial recognition. Assets in this category are measured at fair value 
with gains and losses recognized in profit or loss. 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. After initial recognition, these are measured at amortized cost using the effective interest method, 
less provision for impairment. 

Loans and receivables are considered for impairment when they are past due or when other objective evidence is 
received that a specific counterparty will default. Impairment of receivables is recognized in profit or loss within 
general administrative expenses. If in a subsequent period the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized, the previously 
recognized impairment loss or a portion of such is reversed. The amount of the impairment loss reversed may not 
exceed the original impairment amount. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.5 Financial Instruments (Continued) 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturity other than loans and receivables. Investments are classified as held-to-maturity if the Company has the 
intention and ability to hold them until maturity. Held-to-maturity investments are measured subsequently at 
amortized cost using the effective interest method. If there is objective evidence that the investment is impaired, 
determined by reference to external credit ratings, the financial asset is measured at the present value of estimated 
future cash flows. Any changes to the carrying amount of the investment, including impairment losses, are recognized 
in the consolidated statement of operations. 

Available-for-sale financial instruments are measured at fair value with revaluation gains and losses included in other 
comprehensive income (loss) until the asset is removed from the statements of financial position. 

Other financial liabilities include liabilities that have not been classified as fair value through the consolidated 
statement of operations. Other financial liabilities are subsequently measured at amortized cost using the effective 
interest method. 

A financial liability is derecognized when it is extinguished, discharged, cancelled or expires. Financial assets and 
financial liabilities are offset and the net amount presented in the statement of financial position when, and only when, 
the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial instruments that are measured at fair value use inputs, which are classified within a hierarchy that prioritizes 
their significance. 

See Note 14 - Financial Risk factors for the details of their classification. 

3.6 Impairment of Non -Financial Assets 

At each date of the consolidated statements of financial position, the Company reviews the carrying amounts of its 
long lived assets to determine whether there is an indication that those assets have suffered an impairment loss. If 
any such indication exists, or when annual impairment testing for an asset is required, the recoverable amount of the 
asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate 
the recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash generating 
unit to which the assets belong. 

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing the value in use, 
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs 
of disposal, recent market transactions are taken into account. If no such transactions can be identified, an appropriate 
valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly 
traded companies or other available fair value indicators. 

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash generating unit) is reduced to its recoverable amount. An impairment loss is 
recognized immediately in the consolidated statement of operations, unless the relevant asset is carried at a revalued 
amount, in which case the impairment loss is treated as a revaluation decrease. 

11 



LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended D ecember 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.6 Impairment of Non-Financial Assets (Continued) 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash generating unit) is increased 
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the 
carrying amount that would have been determined had no impairment loss been recognized for the asset (or cash 
generating unit) in prior years. A previously recognised impairment loss is reversed only if there has been a change 
in the assumptions used to determine the asset's recoverable amount since the last impairment loss was recognised. 

3.7 Inventory 

Inventories purchased from third parties represent finished goods that are valued 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. At September 30, 2018, December 31, 2017, and January 1, 2017 
there were no reserves for inventories required. 

3.8 Cash 

The Company considers all investments with original maturities of three months or less, that are highly liquid and 
readily convertible into cash, to be cash equivalents. 

3.9 Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen as a 
result of a past event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. 

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using 
a pre-tax rate that reflects current market assessments of the time value of money and the risk specific to the obligation. 
The increase in the provision due to passage of time is recognized as interest expense. 

3.10 Significant Accounting Judgments and Estimates 

The application of the Company's accounting policies requires management to use estimates and judgments that can 
have significant effect on the revenues, expenses, income (loss), assets and liabilities recognized and disclosures 
made in the consolidated financial statements. 

Management's best estimates concerning the future are based on the facts and circumstances available at the time 
estimates are made. Management uses historical experience, general economic conditions and assumptions 
regarding probable future outcomes as the basis for determining estimates. Estimates and their underlying 
assumptions are reviewed periodically and the effects of any changes are recognized immediately. Actual results 
could differ from the estimates used. 

Management's budget and strategic plans are fundamental information used as a basis for estimates necessary to 
prepare financial information. Management tracks performance as compared to the budget and significant variances 
in actual performance are a key trigger to assess whether certain estimates used in the preparation of financial 
information must be revised. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.10 Significant Accounting Judgments and Estimates (Continued) 

The following areas require management's critical estimates and judgments: 

(a) Estimated useful lives and depreciation of property, plant and equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful lives, which 
are determined through the exercise of judgements. 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. 

3.11 Leases 

The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at 
the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on 
the use of a specific asset or assets and the arrangement conveys a right to use the asset or assets, even if that right is 
not explicitly specified in an arrangement. 

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially 
all the risks and rewards incidental to ownership to the Company is classified as a finance lease. An operating lease 
is a lease other than a finance lease. Operating lease payments are recognised as an operating expense in the 
consolidated statement of operations on a straight-line basis over the lease term. 

3.12 Borrowing Costs 

Borrowing costs directly attributable to the acquisition or construction of a qualifying asset are capitalized. 
Qualifying assets are those that require a minimum of three months to prepare for their intended use. 

3.14 Investment in Associates 

An associate is an entity over which the Company exercises significant influence. Significant influence is the power 
to participate in the financial and operating policy of the investee but without control or joint control over those 
policies. Interests in associates are accounted for using the equity method, and are initially recognized at cost. 
Subsequent to initial recognition, the carrying value of the Company's interest in an associate is adjusted for the 
Company's share of income and distributions of the investee. The carrying value of associates is assessed for 
impairment at each consolidated statement of financial position. Significant influence is the power to participate in 
the financial and operating policy decisions of the investee without control or joint control over those decisions. 
Significant influence is presumed if the Company holds between 20% and 50% of the voting rights, unless evidence 
exists to the contrary. 

Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions about 
the relevant activities require the unanimous consent of the parties sharing control. Investees in which the Company 
has joint control and rights to the net assets thereof, are defined as joint ventures. The Company has assessed that it 
has joint control over its investment in JDSS Investments LLC. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended D ecember 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.14 Investment in Associates (Continued) 

Investees in which the Company has significant influence or joint control are accounted for using the equity method. 
The Company's interest in an investee is initially recorded at cost and is subsequently adjusted for the Company's 
share of changes in net assets of the investee, less any impairment in the value of individual investments, less any 
dividends paid. Where the Company transacts with an investee, unrealized profits and losses are eliminated to the 
extent of the Company's interest in that investee. 

4. CHANGES IN ACCOUNTING STANDARDS 

Adoption of New Accounting Pronouncement 

IAS 1 - Presentation of Financial Statements 

The Company has reviewed and considered the amendments made to IAS 1 effective on January 1, 2017. The 
Company has concluded that the adoption of such standard has resulted in no impact on the Company's consolidated 
financial statements. The Company will re-evaluate IAS 1 should a transaction occur. 

Changes in Accounting Standards not yet Effective 

IFRS 9 - Financial Instruments  

In July 2014, the IASB issued the final version of IFRS 9 — Financial Instruments ("IFRS 9"), which brings together 
the classification and measurement, impairment, and hedge-accounting phases of the IASB 's project to replace IAS 
39 — Financial Instruments: Recognition and Measurement OAS 39"). 

Classification and measurement — Financial assets are classified and measured based on the business model under 
which they are managed and the contractual cash flow characteristics of the financial assets. Financial liabilities are 
classified in a similar manner as under IAS 39, except that financial liabilities measured at fair value will have fair 
value changes resulting from changes in the entity's own credit risk recognized in Other Comprehensive Income 
("OCI") instead of Net Income, unless this would create an accounting mismatch. 

Impairment — The measurement of impairment of financial assets is based on an expected credit loss model. It is no 
longer necessary for a triggering event to have occurred before credit losses are recognized. IFRS 9 also includes 
new disclosure requirements about expected credit losses and credit risk. 

Hedge accounting — The new general hedge accounting model more closely aligns hedge accounting with risk 
management activities undertaken by entities when hedging their financial and non-financial risk exposures. It will 
provide more opportunities to apply hedge accounting to reflect actual risk management activities. 

IFRS 9 is required to be applied for annual periods beginning on or after January 1, 2018. The Company is assessing 
the potential financial and disclosure impact of this standard on its consolidated financial statements but does not 
expect the impact to be material. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

4. CHANGES IN ACCOUNTING STANDARDS (Continued) 

Changes in Accounting Standards not yet Effective (Continued) 

IFRS 15 - Revenue from Contracts with Customers  

In May 2014, the IASB issued IFRS 15 — Revenue from Contracts with Customers ("IFRS 15"), which replaces IAS 
11 — Construction Contracts, IAS 18 — Revenue and IFRIC 13 — Customer Loyalty Programmes ("IFRIC 13"), as 
well as various other interpretations regarding revenue. IFRS 15 outlines a single comprehensive model for entities 
to use in accounting for revenue arising from contracts with customers, except for contracts that are within the scope 
of the standards on leases, insurance contracts and financial instruments. IFRS 15 also contains enhanced disclosure 

requirements. IFRS 15 will be applied for annual periods beginning on or after January 1, 2018. The Company is 
currently evaluating the impact IFRS 15 adoption is expected to have on its consolidated financial statements. 

IFRS 16 — Leases 

In January 2016, the IASB issued IFRS 16 — Leases ("IFRS 16"), which replaces IAS 17 — Leases, and its associated 
interpretative guidance. IFRS 16 applies a control model to the identification of leases, distinguishing between a 
lease 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 a lease, 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 leases of low value assets. Lessor accounting remains similar to current 
accounting practice. The standard is effective for annual periods beginning on or after January 1, 2019, with early 
application permitted for entities that apply IFRS 15. The Company is currently evaluating the impact the final 
standard is expected to have on its consolidated financial statements and plans to adopt the requirements in 2019. 

IFRS 7, Financial instruments: Disclosure 

IFRS 7, Financial instruments: Disclosure, was amended to require additional disclosures on transition from IAS 39 
to IFRS 9. IFRS 7 is effective on adoption of IFRS 9, which is effective for annual periods commencing on or after 
January 1, 2018. 

5. INVENTORY 

Inventory comprised of finished goods. 

Inventories expensed as cost of goods sold during nine months ended September 30, 2018 and year ended December 
31, 2017, are $12,185,093 and $7,335,444, respectively. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

6. PROPERTY, PLANT AND EQUIPMENT 

Lease hold 
improve me nts 

Furniture and 
fixtures 

Equipment Total 

Cost 
$ $ 

As at January 1, 2017 1,327,312 14,209 9,096 1,350,617 

Additions 

Disposals 

187,446 15,052 45,983 

(9,096) 

248,481 

(9,096) 
As at December 31, 2017 1,514,758 29,261 45,983 1,590,002 

Additions 282,710 27,344 70,257 380,311 
As at September 30, 2018 1,797,468 56,605 116,240 1,970,313 

De pre ciation 

As at January 1, 2017 56,745 408 2,274 59,427 

Depreciation 

Disposals 

134,215 

- 

3,262 

- 

7,622 

(5,054) 

145,099 

(5,054) 
As at December 31, 2017 190,960 3,670 4,842 199,472 

Depreciation 119,687 4,949 16,010 140,646 
As at September 30, 2018 310,647 8,619 20,852 340,118 

Net book value 

As at January 1, 2017 1,270,567 13,801 6,822 1,291,190 

As at December 31, 2017 1,323,798 25,591 41,141 1,390,530 

As at September 30, 3018 1,486,821 47,986 95,388 1,630,195 

Depreciation expense for the nine months ended September 30, 2018 and December 31, 2017 was $140,646 and 
$145,099, respectively. 

7. INVESTMENT IN ASSOCIATE 

Pursuant to Membership Interest Purchase and Sale Agreement dated July 1, 2017, the Company acquired 50% 
membership interest in JDSS Investments LLC. Per the purchase agreement section 2.0. total purchase price shall be 
$2.4 million. Management has concluded that the current investment is to be accounted for as an investment in 
associate using the equity method as detailed below: 

September 30, 
2018 

December 31, 

2017 

$ 

Balance, at beginning 1,586,966 

Additions 1,400,000 1,000,000 
Share of income (loss) 912,968 586,966 

Balance, at end 3,899,934 1,586,966 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

7. INVESTMENT IN ASSOCIATE (Continued) 

The following table presents a summary of statement of financial position and statement of operations of the investee: 

September 30, 
2018 

December 31, 
2017 

$ 

Current assets 4,148,661 529,714 

Non-current assets 2,855,927 3,004,653 

Current liabilities 140,700 80,636 

Revenue 3,545,538 1,263,372 

Income 2,443,494 419,397 

8. DEBT PAYABLE 

Effective December 12, 2014, the Company obtained a loan of $460,000 from a third party. The loan was unsecured, 
carried no interest and there was no repayment term. 

On January 16, 2018, the Company entered into a Settlement Agreement (the "Agreement") with the debt holder and 
one of its existing members for the repayment of debt in accordance with an agreed repayment schedule. The 
Company agreed to pay $20,000 within 30 days from the execution of this Agreement and the remaining balance to 
be paid in 22 equal monthly payments of $20,000. The current and non-current portion of debt has been classified 
in accordance with the agreed repayment schedule. 

The details of debt payable were as follows: 

	

September 30, December 31, 	January 1, 
2018 	2017 	2017 

$ $ $ 

Loan payable to a third party 280,000 460,000 460,000 

Less: Current portion (240,000) (220,000) 

Debt payable - Non-current portion 40,000 240,000 460,000 

As at September 30, 2018, the maturity profile of the debt was as follows: 

Year ending December 31 

2019 
	 240,000 

2020 
	 40,000  

280,000 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

9. MEMBERS' EQUITY 

During the nine months September 30, 2018 and the year ended December 31, 2017, the members of the Company 
contributed in cash amounting to $nil and $788,207, respectively. 

During the nine months September 30, 2018 and the year ended December 31, 2017, the distributions to the members 
of the Company in cash amounted to $1,300,000 and $nil, respectively. 

10. RELATED PARTY TRANSACTIONS AND BALANCES 

Related parties are defined as management and members of the Company and/or members of their immediate family 
and/or other companies and/or entities in which a member or senior officer is a principal owner or senior executive. 

Other than disclosed elsewhere in the consolidated financial statements, related party transactions and balances are 
as follows: 

During the nine months ended September 30, 2018 and year ended December 31, 2017, purchases of harvested 
cannabis totaling $1,115,981 and $474,400, respectively, from a related party is included in cost of goods sold. 

As at September30, 2018, December 31, 2017, and January 1, 2017, the Company has amounts due from a related 
corporation of $nil, $340,495, and $26,977, respectively. 

No compensation was paid to key management for the nine months ended September 30, 2018 and the year ended 
December 31, 2017. 

11. CAPITAL MANAGEMENT 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company, 
in order to support business development. The Members do not establish quantitative return on capital criteria for 
management, but rather relies on the expertise of the Company's management to sustain future development of the 
business. The Company defines capital to include its Members' equity. In order to carry out the planned business 
development and pay for administrative costs, the Company will spend its existing working capital and raise 
additional amounts as needed. There were no changes in the Company's approach to capital management during the 
nine months ended September 30, 2018. The Company is not subject to externally imposed capital requirements. 
As at September 30, 2018, December 31, 2017, and January 1, 2017 the capital of the Company was $8,221,420, 
$2,879,700, and $1,143,139, respectively. 

The Company raises capital, as necessary, to meet its needs and take advantage of perceived opportunities and, 
therefore, does not have a numeric target for its capital structure. Funds are primarily secured through cash injection 
by the Members of the Company. There can be no assurance that the Company will be able to continue raising 
equity capital in this manner. Management reviews its capital management approach on an ongoing basis and believes 
that this approach, given the relative size of the Company, is reasonable. The Company invests all capital that is 
surplus to its immediate operational needs in short-term, liquid and highly rated financial instruments. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

12. GENERAL AND ADMINISTRATIVE 

General and administrative expenses were comprised of: 

September 30, December 31, 
2018 	2017 

Salaries and benefits 1,426,280 1,283,492 

Rent [Notes 10 & 13] 304,467 252,285 

Taxes and licenses 52,957 21,681 

Professional and consulting fees 467,945 323,340 

Insurance 127,023 94,686 

Office expenses 128,689 187,764 

Utilities 67,110 45,228 

Others 173,875 213,044 

2,748,346 2,421,520 

13. COMMITMENTS AND CONTINGENCIES 

Operating Leases 

Pursuant to various lease agreements, the Company conducted operations in facilities leased from third parties and a 
related party. The leases expire through 2022 and contain certain renewal provisions. Future minimum lease 
payments under non-cancelable operating leases having an initial or remaining term of more than one year are as 
follows: 

Year ending December 31 

2018 (3 months) 54,137 

2019 226,901 

2020 237,900 

2021 90,496 

609,434 

Total rent expensed for the nine months ended September 30, 2018 and year ended December 31, 2017 was $304,467 
and $252,285, respectively. 

Contingencies 

The Company's operations are subject to a variety of local and state regulations. Failure to comply with one or more 
of those regulations could result in fines, restrictions on its operations, or losses of permits and/or licenses that could 
result in the Company ceasing operations. While management of the Company believes that the Company is in 
compliance with applicable local and state regulation at September 30, 2018, cannabis regulations continue to evolve 
and are subject to differing interpretations. As a result, the Company may be subject to regulatory fines, penalties, or 
restrictions in the future. 
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For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

13. COMMITMENTS AND CONTINGENCIES (Continued) 

Claims and Litigation 

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the 
normal course of business. At September 30, 2018, there were no pending or threatened lawsuits that could 
reasonably be expected to have a material effect on the results of the Company's operations. There are also no 
proceedings in which any of the Company's directors, officers or affiliates is an adverse party or has a material interest 
adverse to the Company's interest. 

An affiliate of the Company engaged a contractor to determine if a site met the requirements for a new grow facility. 
Based on the survey done by the contractor the Company proceeded with the purchase and incurred a loss when the 
site was subsequently determined not to be suitable. The Company filed a claim with the contractor's insurer to 
recover its losses and commenced litigation when the insurer refused to pay any portion of the claim. The Company's 
legal counsel has indicated a likely recovery of $250,000 paid by the Company before the site was found not to be 
suitable. 

14. FINANCIAL RISK FACTORS 

The Company's financial instruments mainly comprise of cash, amounts due from a related corporation, trade 
payables, accrued liabilities, distributions payable and debt payable. 

(a) Fair Value 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption that 
the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability 
or in the absence of a principal market, in the most advantageous market for the asset or liability. The principal or 
the most advantageous market must be accessible by the Company. 

The fair value of an asset or a liability is measured using the assumptions that market participants would use when 
pricing the asset or liability, assuming that market participants act in their economic best interest. A fair value 
measurement of a non-financial asset takes into account a market participant's ability to generate economic benefits 
from the asset's highest and best use or by selling it to another market participant that would utilise the asset in its 
highest and best use. 

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are 
unobservable inputs. 

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 inputs are quoted prices in active markets for identical assets or liabilities at the measurement date. 

• Level 2 inputs are observable inputs other than quoted prices included within Level 1, such as quoted prices for 
similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in markets that are not 
active, or other inputs that are observable directly or indirectly. 
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14. FINANCIAL RISK FACTORS (Continued) 

(a) Fair Value (Continued) 

• Level 3 inputs are unobservable inputs for the asset or liability that reflect the reporting entity's own assumptions 
and are not based on observable market data. 

The classification of financial instruments at their carrying and fair values is as follows: 

Financial assets 
Carrying values 

FVTPL 	AFS L&R Total 
Fair values 

Total 

September 30, 2018 $ $ $ $ $ 
Cash 1,591,393 1,591,393 1,591,393 

1,591,393 1,591,393 1,591,393 

December 31, 2017 

Cash 898,658 - 898,658 898,658 
Due from a related corporation 340,495 340,495 340,495 

1,239,153 1,239,153 1,239,153 

January 1, 2017 

Cash 73,704 - 73,704 73,704 
Due from a related corporation 26,977 - 26,977 26,977 

100,681 100,681 100,681 

	

Carrying values 	 Fair values 

Financial liabilities 	 FVTPL 	Other 	Total 	Total 
liabilities 

September 30, 2018 $ $ $ $ 
Trade payables 316,651 316,651 316,651 
Accrued liabilities 611,396 611,396 611,396 
Debt payable 280,000 280,000 280,000 

1,208,047 1,208,047 1,208,047 

December 31, 2017 

Trade payables 133,849 133,849 133,849 
Accrued liabilities 558,305 558,305 558,305 
Distributions payable 1,980,000 1,980,000 1,980,000 
Debt payable 460,000 460,000 460,000 

3,132,154 3,132,154 3,132,154 

January 1, 2017 

Accrued liabilities 123,568 123,568 123,568 
Debt payable 460,000 460,000 460,000 

583,568 583,568 583,568 
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14. FINANCIAL RISK FACTORS (Continued) 

(a) Fair Value (Continued) 

The Company's financial instruments as at September 30, 2018, December 31, 2017, and January 1, 2017 are 
classified as "Level 1 - quoted prices in active markets" is cash. The Company has determined that there have been 
no transfers between levels in the hierarchy by re-assessing categorization at the reporting date. 

The Company is exposed to credit risk and liquidity risk. The Company's management oversees the management of 
these risks. The Company's management is supported by the Members that advises on financial risks and the 
appropriate financial risk governance framework for the Company. The Company's financial risk activities are 
governed by appropriate policies and procedures and that financial risks are identified, measured and managed in 
accordance with Company's policies and Company's risk appetite. 

(b) Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. Financial instruments which potentially subject the Company to concentrations of credit risk 
consist of cash. As at September 30, 3018, December 31, 2017, and January 1, 2017, the maximum amount exposed 
to credit risks was $1,591,393, $1,239,153, and $100,681, respectively. 

(c) Liquidity Risk 

Liquidity risk is the risk that the Company is unable to generate or obtain sufficient cash in a cost-effective manner 
to fund its obligations as they come due. The Company's approach to managing liquidity risk is to ensure that it will 
have sufficient liquidity to meet liabilities when due. The Company manages liquidity risk through obtaining 
financing from its members and third parties. As at September 30, 2018, December 31, 2017, and January 1, 2017, 
all trade payables and accrued liabilities are due within a year, whereas, long term debt over a period of two years. 

15. SEGMENTED INFORMATION 

Operating and Geographical Segments 

An operating segment is defined as a component of the Company: 

• that engages in business activities from which it may earn revenues and incur expenses; 
• whose operating results are reviewed regularly by the entity's chief operating decision maker; and; 
• for which discrete financial information is available. 

At September 30, 2018 and December 31, 2017, the Company's operations comprise a single reporting operating 
and geographical segment engaged in buying and selling of cannabis. 

16. SUBSEQUENT EVENTS 

The Company's management has evaluated subsequent events up to January 23, 2019, the date the consolidated 
financial statements were issued, and determined the following event: 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

16. SUBSEQUENT EVENTS (Continued) 

On October 17, 2018, the Company entered into a definitive agreement to be acquired by Cannabis Strategies 
Acquisition Corp. ("CSAC"), a special purpose acquisition corporation listed in Canada (the "Transaction"). The 
Transaction is one of several concurrent acquisitions which, pending regulatory approval on licensing and structure, 
are intended to constitute CSAC's qualifying transaction (the "Qualifying Transaction"). 
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MANAGEMENT'S RESPONSIBILITY FOR 
FINANCIAL REPORTING 

Management's Responsibility 

To the Members of LivFree Wellness LLC: 

The accompanying consolidated financial statements and other financial information in this report were 
prepared by management of LivFree Wellness LLC ("the Company"), reviewed by the Audit Committee 
and approved by the Board of Directors. 

Management is responsible for the consolidated financial statements and believes that they fairly present 
the Company's financial condition and results of operation in conformity with International Financial 
Reporting Standards. Management has included in the Company's consolidated financial statements 
amounts based on estimates and judgments that it believes are reasonable, under the circumstances. 

To discharge its responsibilities for financial reporting and safeguarding of assets, management believes 
that it has established appropriate systems of internal accounting control which provide reasonable 
assurance that the financial records are reliable and form a proper basis for the timely and accurate 
preparation of consolidated financial statements. Consistent with the concept of reasonable assurance, the 
Company recognizes that the relative cost of maintaining these controls should not exceed their expected 
benefits. Management further assures the quality of the financial records through careful selection and 
training of personnel and through the adoption and communication of financial and other relevant policies. 

These consolidated financial statements have been audited by the Company's auditors, Macias Gini & 
O'Connell LLP, and their report is presented herein. 

January 23, 2019 

"Steve Menzies" (signed) 	 "Timothy Harris" (signed) 
Managing Member 	 Chief Financial Officer 
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Certified 
Public 
Accountants 

Independent Auditor's Report 

To the Members of LivFree Wellness LLC 

We have audited the accompanying consolidated financial statements of LivFree Wellness LLC (the 
"Company"), which comprise the consolidated statements of financial position as at September 30, 2018, 
December 31, 2017 and January 1, 2017, and the consolidated statements of operations, changes in 
members' equity and cash flows for the period from January 1, 2018 to September 30, 2018 and year ended 
December 31, 2017, and a summary of significant accounting policies and other explanatory information. 

Management's Responsibility for the Consolidated Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity's preparation and fair presentation of the consolidated financial statements 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 entity's internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

(Continues) 

mc 	Gini 	( 	LLP 
t 	Suite 4.02 
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Independent Auditor's Report to the Members of LivFree Wellness LLC (Continued) 

Opinion 

In our opinion the consolidated financial statements present fairly, in all material respects, the consolidated financial 
position of LivFree Wellness LLC as at September 30, 2018, December 31, 2017 and January 1, 2017, and the 
consolidated statements of operations, changes in members' equity and cash flows for the period from January 1, 
2018 to September 30, 2018 and year ended December 31, 2017, in accordance with International Financial Reporting 
Standards. 

San Diego, California 
January 23, 2019 
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LIVFREE WELLNESS LLC 
Consolidated Statements of Financial Position 

At September 30, 2018, December 31, 2017 and January 1, 2017 

September 30, 
2018 

December 31, 
2017 

January 1, 
2017 

ASSETS 
Current 

Cash 1,591,393 898,658 73,704 

Inventory [Note 5] 1,798,799 1,396,981 198,716 

Due from a related corporation - 340,495 26,977 

Prepaid expenses and other assets 153,800 79,304 68,173 
3,543,992 2,715,438 367,570 

Property, plant and equipment [Note 6] 1,630,195 1,390,530 1,291,190 

Investment in associate [Note 7] 3,899,934 1,586,966 

Other long term assets 355,347 318,920 67,947 

Total assets 9,429,468 6,011,854 1,726,707 

LIABILITIES 

Current 
Trade payables 316,652 133,849 

Accrued liabilities 611,396 558,305 123,568 

Distributions payable - 1,980,000 

Debt payable - current portion [Note 8] 240,000 220,000 
1,168,048 2,892,154 123,568 

Debt payable - Non-current portion [Note 8] 40,000 240,000 460,000 

Total liabilities 1,208,048 3,132,154 583,568 

MEMBERS' EQUITY 8,221,420 2,879,700 1,143,139 

Total liabilities and members' equity 9,429,468 6,011,854 1,726,707 

Nature of operations [Note 1] 
Commitments and contingencies [Note 13] 
Subsequent events [Note 16] 

Approved and authorized by the Board of Directors on January 23, 2019 

"Steve Menzies" (signed) 	 "Timothy Harris" (signed) 
Managing Member 	 Chief Financial Officer 

The accompanying notes are an integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
Consolidated Statements of Operations 

For the Period from January 1, 2018 to September 30, 2018, 
and the Year Ended December 31, 2017 

Nine Months Ended 
September 30, 
2018 [Note 17] 

Year Ended 
December 31, 

2017 

Revenues, net of discounts 

Cost of goods sold 

23,946,093 

14,964,558 

14,465,998 

9,254,267 

Gross profit 8,981,535 5,211,731 

Expenses 
General and administrative [Note 12] 

Sales and marketing 

Depreciation [Note 6] 

2,748,346 

363,791 

140,646 

2,421,520 

299,681 

145,099 

Total expenses 3,252,783 2,866,300 

Net income from operations 5,728,752 2,345,431 

Other (income) expense 
Share of income on equity investments [Note 7] 
Other expense 

(912,968) (586,966) 
4,043 

Total other (income) expense (912,968) (582,923) 

Net income 6,641,720 2,928,354 

The accompanying notes are an integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
For the Period from January 1, 2018 to September 30, 2018, 

and the Year Ended December 31, 2017 

Members' 
Equity 

Balance as at January 1, 2017 1,143,139 

Contribution [Note 9] 788,207 

Distributions (1,980,000) 

Net income for the year 2,928,354 

Balance as at December 31, 2017 2,879,700 

Distributions (1,300,000) 

Net income for the period 6,641,720 

Balance as at September 30, 2018 8,221,420 

The accompanying notes are in integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
Consolidated Statements of Cash Flows 

For the Period from January 1, 2018 to September 30, 2018, 
and the Year Ended December 31, 2017 

Nine Months Ended 
September 30, 
2018 [Note 17] 

Year Ended 
December 31, 

2017 

Operating activities 

Net income 6,641,720 2,928,354 

Adjustments for items not affecting cash: 
Depreciation 140,646 145,099 

Share of income on equity investments (912,968) (586,966) 

Loss on disposal of property, plant and equipment 4,043 

Changes in working capital items: 
Inventory (401,818) (1,198,265) 

Due from a related corporation 340,495 (313,518) 

Prepaid expenses and other assets (110,923) (262,105) 

Trade payables 182,803 133,849 

Accrued liabilities 53,091 434,737 

Cash provided by operating activities 5,933,046 1,285,228 

Investing activities 
Investment in associate (1,400,000) (1,000,000) 

Purchase of property, plant and equipment (380,311) (248,481) 

Cash used in investing activities (1,780,311) (1,248,481) 

Financing activities 
Repayment of debt issuances (180,000) 

Contribution 788,207 

Distributions (3,280,000) 

Cash provided by (used in) financing activities (3,460,000) 788,207 

Net increase in cash 692,735 824,954 

Cash, beginning of year 898,658 73,704 

Cash, end of year 1,591,393 898,658 

Non-Cash Supplementary Information 
Distributions payable (1,980,000) 

The accompanying notes are an integral part of these consolidated financial statements. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

1. NATURE OF OPERATIONS 

LivFree Wellness LLC ("LivFree" or the "Company") [formerly LivFree Wellness Reno LLC ("Reno")] was 
incorporated as a Limited Liability Company on July 16, 2014 in the State of Nevada, United States of America 
("USA"). The Company's head office is located at 5347 S. Decatur Blvd Las Vegas NV 89118. 

The Company's principal activities are buying and selling of cannabis as regulated under the laws applicable in the 
USA. 

2. BASIS OF PRESENTATION 

2.1 Statement of Compliance 

The Company adopted IFRS effective January 1, 2017. The Company applied IFRS 1 First-time Adoption of 
International Financial Reporting Standards, in making the transition to IFRS. IFRS 1 requires that all IFRS standards 
and interpretations that are effective as of the first IFRS statement, be applied consistently and retrospectively for all 
years presented. 

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards ("IFRS") issued by the International Accounting Standards Board ("IASB") and Interpretations of the 
International Financial Reporting Interpretations Committee ("IFRIC"). 

These consolidated financial statements were approved and authorized for issue by the Board of Directors of the 
Company on January 23, 2019. 

2.2 Basis of Presentation 

These consolidated financial statements have been prepared on the historical cost basis except for certain financial 
instruments, which are measured at fair value, as explained in the accounting policies set out in Note 3. The 
consolidated financial statements are presented in US dollars which is the presentation and functional currency of the 
Company. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

3.1 Basis of Consolidation 

The consolidated financial statements include the financial statements of the Company and its wholly owned 
subsidiaries Billco Holdings, LLC ("Billco"), and BP Solutions LLC ("BP"), Limited Liability Companies, 
incorporated in the state of Nevada. The results of subsidiaries acquired or disposed of during the year is included 
in the consolidated statements of operations from the effective date of acquisition or up to the effective date of 
disposal, as appropriate. All inter-company transactions, balances, income and expenses are eliminated on 
consolidation. The financial statement of the subsidiary is prepared for the same reporting period as the Company, 
using consistent accounting policies. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.2 Revenue 

Revenue is recognized at the fair value of the consideration received or receivable. Revenue from the sale of goods 
is recognized when all of the following conditions are satisfied: 

• the Company has transferred to the buyer significant risks and rewards of ownership of the goods; 
• the Company retains neither continuing managerial involvement to the degree usually associated with 

ownership nor effective control over the goods sold; 
• the amount of revenue can be measured reliably; 
• it is probable that the economic benefits associated with the transaction will flow to the entity; and 
• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

3.3 Property, Plant and Equipment ("PPE") 

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. 
The cost of an item of PPE consists of the purchase price, any costs directly attributable to bringing the asset to the 
location and condition necessary for its intended use and an initial estimate of the costs of dismantling and removing 
the item and restoring the site on which it is located. 

Depreciation is provided at rates calculated to write off the cost of PPE, less their estimated residual value, using the 
straight-line method over the following expected useful lives: 

• Leasehold improvements — the shorter of the useful life or life of the lease 
• Furniture and fixtures — 10 years 
• Office and equipment — 3-5 years 

An item of PPE is derecognized upon disposal, when held for sale or when no future economic benefits are expected 
to arise from the continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the 
difference between the net disposal proceeds and the carrying amount of the asset, is recognized in the consolidated 
statement of operations. 

Assets in process are transferred to the appropriate asset class when available for use and depreciation of the assets 
commences at that point of time. 

The Company conducts an annual assessment of the residual balances, useful lives and depreciation methods being 
used for PPE and any changes arising from the assessment are applied by the Company prospectively. 

Where an item of property, plant and equipment comprises major components with different useful lives, the 
components are accounted for as separate items of property, plant and equipment. Expenditures incurred to replace 
a component of an item of property, plant and equipment that is accounted for separately, including major inspection 
and overhaul expenditures are capitalized. 

9 



LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.4 Taxation 

The Company is considered a Limited Liability Company for income tax purposes, for the nine months ended 
September 30, 2018 and year ended December 31, 2017. Therefore, the Company's taxable income is allocated to 
the members for inclusion on their respective income tax returns. 

As the Company operates in the cannabis industry, it is subject to the limits of IRC Section 280E under which the 
Company is only allowed to deduct expenses directly related to sales of product. This results in permanent differences 
between ordinary and necessary business expenses deemed non-allowable under IRC Section 280E. 

3.5 Financial Instruments 

All financial instruments are recognized when the Company becomes party to the contractual provisions of the 
financial instrument and are initially measured at fair value for instruments not at fair value through profit or loss, 
plus any directly attributable transaction costs. Financial assets are derecognized when the contractual rights to the 
cash flows from the financial asset expire, or when the financial asset and all substantial risks and rewards are 
transferred. Financial instruments are classified into the following categories upon initial recognition: 

- loans and receivables ("L&R") 
- financial instruments at fair value through profit or loss ("FVTPL") 
- held-to-maturity investments 
- available-for-sale assets ("AFS") 
- other financial liabilities 

The category determines subsequent measurement and whether any resulting income and expense is recognized in 
profit or loss. All financial assets, except for those at FVTPL, are subject to review for impairment at least at each 
reporting date. Financial assets are impaired when there is objective evidence that a financial asset or a group of 
financial assets is impaired. Different criteria to determine impairment are applied for each category of financial 
assets, described below. 

Financial assets at FVTPL include financial assets that are either classified as held for trading or that meet certain 
conditions and are designated at FVTPL upon initial recognition. Assets in this category are measured at fair value 
with gains and losses recognized in profit or loss. 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. After initial recognition, these are measured at amortized cost using the effective interest method, 
less provision for impairment. 

Loans and receivables are considered for impairment when they are past due or when other objective evidence is 
received that a specific counterparty will default. Impairment of receivables is recognized in profit or loss within 
general administrative expenses. If in a subsequent period the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized, the previously 
recognized impairment loss or a portion of such is reversed. The amount of the impairment loss reversed may not 
exceed the original impairment amount. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.5 Financial Instruments (Continued) 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturity other than loans and receivables. Investments are classified as held-to-maturity if the Company has the 
intention and ability to hold them until maturity. Held-to-maturity investments are measured subsequently at 
amortized cost using the effective interest method. If there is objective evidence that the investment is impaired, 
determined by reference to external credit ratings, the financial asset is measured at the present value of estimated 
future cash flows. Any changes to the carrying amount of the investment, including impairment losses, are recognized 
in the consolidated statement of operations. 

Available-for-sale financial instruments are measured at fair value with revaluation gains and losses included in other 
comprehensive income (loss) until the asset is removed from the statements of financial position. 

Other financial liabilities include liabilities that have not been classified as fair value through the consolidated 
statement of operations. Other financial liabilities are subsequently measured at amortized cost using the effective 
interest method. 

A financial liability is derecognized when it is extinguished, discharged, cancelled or expires. Financial assets and 
financial liabilities are offset and the net amount presented in the statement of financial position when, and only when, 
the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial instruments that are measured at fair value use inputs, which are classified within a hierarchy that prioritizes 
their significance. 

See Note 14 - Financial Risk factors for the details of their classification. 

3.6 Impairment of Non -Financial Assets 

At each date of the consolidated statements of financial position, the Company reviews the carrying amounts of its 
long lived assets to determine whether there is an indication that those assets have suffered an impairment loss. If 
any such indication exists, or when annual impairment testing for an asset is required, the recoverable amount of the 
asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate 
the recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash generating 
unit to which the assets belong. 

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing the value in use, 
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs 
of disposal, recent market transactions are taken into account. If no such transactions can be identified, an appropriate 
valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly 
traded companies or other available fair value indicators. 

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash generating unit) is reduced to its recoverable amount. An impairment loss is 
recognized immediately in the consolidated statement of operations, unless the relevant asset is carried at a revalued 
amount, in which case the impairment loss is treated as a revaluation decrease. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended D ecember 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.6 Impairment of Non-Financial Assets (Continued) 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash generating unit) is increased 
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the 
carrying amount that would have been determined had no impairment loss been recognized for the asset (or cash 
generating unit) in prior years. A previously recognised impairment loss is reversed only if there has been a change 
in the assumptions used to determine the asset's recoverable amount since the last impairment loss was recognised. 

3.7 Inventory 

Inventories purchased from third parties represent finished goods that are valued 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. At September 30, 2018, December 31, 2017, and January 1, 2017 
there were no reserves for inventories required. 

3.8 Cash 

The Company considers all investments with original maturities of three months or less, that are highly liquid and 
readily convertible into cash, to be cash equivalents. 

3.9 Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen as a 
result of a past event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. 

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using 
a pre-tax rate that reflects current market assessments of the time value of money and the risk specific to the obligation. 
The increase in the provision due to passage of time is recognized as interest expense. 

3.10 Significant Accounting Judgments and Estimates 

The application of the Company's accounting policies requires management to use estimates and judgments that can 
have significant effect on the revenues, expenses, income (loss), assets and liabilities recognized and disclosures 
made in the consolidated financial statements. 

Management's best estimates concerning the future are based on the facts and circumstances available at the time 
estimates are made. Management uses historical experience, general economic conditions and assumptions 
regarding probable future outcomes as the basis for determining estimates. Estimates and their underlying 
assumptions are reviewed periodically and the effects of any changes are recognized immediately. Actual results 
could differ from the estimates used. 

Management's budget and strategic plans are fundamental information used as a basis for estimates necessary to 
prepare financial information. Management tracks performance as compared to the budget and significant variances 
in actual performance are a key trigger to assess whether certain estimates used in the preparation of financial 
information must be revised. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.10 Significant Accounting Judgments and Estimates (Continued) 

The following areas require management's critical estimates and judgments: 

(a) Estimated useful lives and depreciation of property, plant and equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful lives, which 
are determined through the exercise of judgements. 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. 

3.11 Leases 

The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at 
the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on 
the use of a specific asset or assets and the arrangement conveys a right to use the asset or assets, even if that right is 
not explicitly specified in an arrangement. 

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers substantially 
all the risks and rewards incidental to ownership to the Company is classified as a finance lease. An operating lease 
is a lease other than a finance lease. Operating lease payments are recognised as an operating expense in the 
consolidated statement of operations on a straight-line basis over the lease term. 

3.12 Borrowing Costs 

Borrowing costs directly attributable to the acquisition or construction of a qualifying asset are capitalized. 
Qualifying assets are those that require a minimum of three months to prepare for their intended use. 

3.14 Investment in Associates 

An associate is an entity over which the Company exercises significant influence. Significant influence is the power 
to participate in the financial and operating policy of the investee but without control or joint control over those 
policies. Interests in associates are accounted for using the equity method, and are initially recognized at cost. 
Subsequent to initial recognition, the carrying value of the Company's interest in an associate is adjusted for the 
Company's share of income and distributions of the investee. The carrying value of associates is assessed for 
impairment at each consolidated statement of financial position. Significant influence is the power to participate in 
the financial and operating policy decisions of the investee without control or joint control over those decisions. 
Significant influence is presumed if the Company holds between 20% and 50% of the voting rights, unless evidence 
exists to the contrary. 

Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions about 
the relevant activities require the unanimous consent of the parties sharing control. Investees in which the Company 
has joint control and rights to the net assets thereof, are defined as joint ventures. The Company has assessed that it 
has joint control over its investment in JDSS Investments LLC. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended D ecember 31, 2017 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.14 Investment in Associates (Continued) 

Investees in which the Company has significant influence or joint control are accounted for using the equity method. 
The Company's interest in an investee is initially recorded at cost and is subsequently adjusted for the Company's 
share of changes in net assets of the investee, less any impairment in the value of individual investments, less any 
dividends paid. Where the Company transacts with an investee, unrealized profits and losses are eliminated to the 
extent of the Company's interest in that investee. 

4. CHANGES IN ACCOUNTING STANDARDS 

Adoption of New Accounting Pronouncement 

IAS 1 - Presentation of Financial Statements 

The Company has reviewed and considered the amendments made to IAS 1 effective on January 1, 2017. The 
Company has concluded that the adoption of such standard has resulted in no impact on the Company's consolidated 
financial statements. The Company will re-evaluate IAS 1 should a transaction occur. 

Changes in Accounting Standards not yet Effective 

IFRS 9 - Financial Instruments  

In July 2014, the IASB issued the final version of IFRS 9 — Financial Instruments ("IFRS 9"), which brings together 
the classification and measurement, impairment, and hedge-accounting phases of the IASB 's project to replace IAS 
39 — Financial Instruments: Recognition and Measurement OAS 39"). 

Classification and measurement — Financial assets are classified and measured based on the business model under 
which they are managed and the contractual cash flow characteristics of the financial assets. Financial liabilities are 
classified in a similar manner as under IAS 39, except that financial liabilities measured at fair value will have fair 
value changes resulting from changes in the entity's own credit risk recognized in Other Comprehensive Income 
("OCI") instead of Net Income, unless this would create an accounting mismatch. 

Impairment — The measurement of impairment of financial assets is based on an expected credit loss model. It is no 
longer necessary for a triggering event to have occurred before credit losses are recognized. IFRS 9 also includes 
new disclosure requirements about expected credit losses and credit risk. 

Hedge accounting — The new general hedge accounting model more closely aligns hedge accounting with risk 
management activities undertaken by entities when hedging their financial and non-financial risk exposures. It will 
provide more opportunities to apply hedge accounting to reflect actual risk management activities. 

IFRS 9 is required to be applied for annual periods beginning on or after January 1, 2018. The Company is assessing 
the potential financial and disclosure impact of this standard on its consolidated financial statements but does not 
expect the impact to be material. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

4. CHANGES IN ACCOUNTING STANDARDS (Continued) 

Changes in Accounting Standards not yet Effective (Continued) 

IFRS 15 - Revenue from Contracts with Customers  

In May 2014, the IASB issued IFRS 15 — Revenue from Contracts with Customers ("IFRS 15"), which replaces IAS 
11 — Construction Contracts, IAS 18 — Revenue and IFRIC 13 — Customer Loyalty Programmes ("IFRIC 13"), as 
well as various other interpretations regarding revenue. IFRS 15 outlines a single comprehensive model for entities 
to use in accounting for revenue arising from contracts with customers, except for contracts that are within the scope 
of the standards on leases, insurance contracts and financial instruments. IFRS 15 also contains enhanced disclosure 

requirements. IFRS 15 will be applied for annual periods beginning on or after January 1, 2018. The Company is 
currently evaluating the impact IFRS 15 adoption is expected to have on its consolidated financial statements. 

IFRS 16 — Leases 

In January 2016, the IASB issued IFRS 16 — Leases ("IFRS 16"), which replaces IAS 17 — Leases, and its associated 
interpretative guidance. IFRS 16 applies a control model to the identification of leases, distinguishing between a 
lease 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 a lease, 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 leases of low value assets. Lessor accounting remains similar to current 
accounting practice. The standard is effective for annual periods beginning on or after January 1, 2019, with early 
application permitted for entities that apply IFRS 15. The Company is currently evaluating the impact the final 
standard is expected to have on its consolidated financial statements and plans to adopt the requirements in 2019. 

IFRS 7, Financial instruments: Disclosure 

IFRS 7, Financial instruments: Disclosure, was amended to require additional disclosures on transition from IAS 39 
to IFRS 9. IFRS 7 is effective on adoption of IFRS 9, which is effective for annual periods commencing on or after 
January 1, 2018. 

5. INVENTORY 

Inventory comprised of finished goods. 

Inventories expensed as cost of goods sold during nine months ended September 30, 2018 and year ended December 
31, 2017, are $12,185,093 and $7,335,444, respectively. 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

6. PROPERTY, PLANT AND EQUIPMENT 

Lease hold 
improve me nts 

Furniture and 
fixtures 

Equipment Total 

Cost 
$ $ 

As at January 1, 2017 1,327,312 14,209 9,096 1,350,617 

Additions 

Disposals 

187,446 15,052 45,983 

(9,096) 

248,481 

(9,096) 
As at December 31, 2017 1,514,758 29,261 45,983 1,590,002 

Additions 282,710 27,344 70,257 380,311 
As at September 30, 2018 1,797,468 56,605 116,240 1,970,313 

De pre ciation 

As at January 1, 2017 56,745 408 2,274 59,427 

Depreciation 

Disposals 

134,215 

- 

3,262 

- 

7,622 

(5,054) 

145,099 

(5,054) 
As at December 31, 2017 190,960 3,670 4,842 199,472 

Depreciation 119,687 4,949 16,010 140,646 
As at September 30, 2018 310,647 8,619 20,852 340,118 

Net book value 

As at January 1, 2017 1,270,567 13,801 6,822 1,291,190 

As at December 31, 2017 1,323,798 25,591 41,141 1,390,530 

As at September 30, 3018 1,486,821 47,986 95,388 1,630,195 

Depreciation expense for the nine months ended September 30, 2018 and December 31, 2017 was $140,646 and 
$145,099, respectively. 

7. INVESTMENT IN ASSOCIATE 

Pursuant to Membership Interest Purchase and Sale Agreement dated July 1, 2017, the Company acquired 50% 
membership interest in JDSS Investments LLC. Per the purchase agreement section 2.0. total purchase price shall be 
$2.4 million. Management has concluded that the current investment is to be accounted for as an investment in 
associate using the equity method as detailed below: 

September 30, 
2018 

December 31, 

2017 

$ 

Balance, at beginning 1,586,966 

Additions 1,400,000 1,000,000 
Share of income (loss) 912,968 586,966 

Balance, at end 3,899,934 1,586,966 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

7. INVESTMENT IN ASSOCIATE (Continued) 

The following table presents a summary of statement of financial position and statement of operations of the investee: 

September 30, 
2018 

December 31, 
2017 

$ 

Current assets 4,148,661 529,714 

Non-current assets 2,855,927 3,004,653 

Current liabilities 140,700 80,636 

Revenue 3,545,538 1,263,372 

Income 2,443,494 419,397 

8. DEBT PAYABLE 

Effective December 12, 2014, the Company obtained a loan of $460,000 from a third party. The loan was unsecured, 
carried no interest and there was no repayment term. 

On January 16, 2018, the Company entered into a Settlement Agreement (the "Agreement") with the debt holder and 
one of its existing members for the repayment of debt in accordance with an agreed repayment schedule. The 
Company agreed to pay $20,000 within 30 days from the execution of this Agreement and the remaining balance to 
be paid in 22 equal monthly payments of $20,000. The current and non-current portion of debt has been classified 
in accordance with the agreed repayment schedule. 

The details of debt payable were as follows: 

	

September 30, December 31, 	January 1, 
2018 	2017 	2017 

$ $ $ 

Loan payable to a third party 280,000 460,000 460,000 

Less: Current portion (240,000) (220,000) 

Debt payable - Non-current portion 40,000 240,000 460,000 

As at September 30, 2018, the maturity profile of the debt was as follows: 

Year ending December 31 

2019 
	 240,000 

2020 
	 40,000  

280,000 
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LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

9. MEMBERS' EQUITY 

During the nine months September 30, 2018 and the year ended December 31, 2017, the members of the Company 
contributed in cash amounting to $nil and $788,207, respectively. 

During the nine months September 30, 2018 and the year ended December 31, 2017, the distributions to the members 
of the Company in cash amounted to $1,300,000 and $nil, respectively. 

10. RELATED PARTY TRANSACTIONS AND BALANCES 

Related parties are defined as management and members of the Company and/or members of their immediate family 
and/or other companies and/or entities in which a member or senior officer is a principal owner or senior executive. 

Other than disclosed elsewhere in the consolidated financial statements, related party transactions and balances are 
as follows: 

During the nine months ended September 30, 2018 and year ended December 31, 2017, purchases of harvested 
cannabis totaling $1,115,981 and $474,400, respectively, from a related party is included in cost of goods sold. 

As at September30, 2018, December 31, 2017, and January 1, 2017, the Company has amounts due from a related 
corporation of $nil, $340,495, and $26,977, respectively. 

No compensation was paid to key management for the nine months ended September 30, 2018 and the year ended 
December 31, 2017. 

11. CAPITAL MANAGEMENT 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company, 
in order to support business development. The Members do not establish quantitative return on capital criteria for 
management, but rather relies on the expertise of the Company's management to sustain future development of the 
business. The Company defines capital to include its Members' equity. In order to carry out the planned business 
development and pay for administrative costs, the Company will spend its existing working capital and raise 
additional amounts as needed. There were no changes in the Company's approach to capital management during the 
nine months ended September 30, 2018. The Company is not subject to externally imposed capital requirements. 
As at September 30, 2018, December 31, 2017, and January 1, 2017 the capital of the Company was $8,221,420, 
$2,879,700, and $1,143,139, respectively. 

The Company raises capital, as necessary, to meet its needs and take advantage of perceived opportunities and, 
therefore, does not have a numeric target for its capital structure. Funds are primarily secured through cash injection 
by the Members of the Company. There can be no assurance that the Company will be able to continue raising 
equity capital in this manner. Management reviews its capital management approach on an ongoing basis and believes 
that this approach, given the relative size of the Company, is reasonable. The Company invests all capital that is 
surplus to its immediate operational needs in short-term, liquid and highly rated financial instruments. 

18 



LIVFREE WELLNESS LLC 
Notes to the Consolidated Financial Statements 

For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

12. GENERAL AND ADMINISTRATIVE 

General and administrative expenses were comprised of: 

September 30, December 31, 
2018 	2017 

Salaries and benefits 1,426,280 1,283,492 

Rent [Notes 10 & 13] 304,467 252,285 

Taxes and licenses 52,957 21,681 

Professional and consulting fees 467,945 323,340 

Insurance 127,023 94,686 

Office expenses 128,689 187,764 

Utilities 67,110 45,228 

Others 173,875 213,044 

2,748,346 2,421,520 

13. COMMITMENTS AND CONTINGENCIES 

Operating Leases 

Pursuant to various lease agreements, the Company conducted operations in facilities leased from third parties and a 
related party. The leases expire through 2022 and contain certain renewal provisions. Future minimum lease 
payments under non-cancelable operating leases having an initial or remaining term of more than one year are as 
follows: 

Year ending December 31 

2018 (3 months) 54,137 

2019 226,901 

2020 237,900 

2021 90,496 

609,434 

Total rent expensed for the nine months ended September 30, 2018 and year ended December 31, 2017 was $304,467 
and $252,285, respectively. 

Contingencies 

The Company's operations are subject to a variety of local and state regulations. Failure to comply with one or more 
of those regulations could result in fines, restrictions on its operations, or losses of permits and/or licenses that could 
result in the Company ceasing operations. While management of the Company believes that the Company is in 
compliance with applicable local and state regulation at September 30, 2018, cannabis regulations continue to evolve 
and are subject to differing interpretations. As a result, the Company may be subject to regulatory fines, penalties, or 
restrictions in the future. 
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For the Period from January 1, 2018 to September 30, 2018, 
and for the Year Ended December 31, 2017 

13. COMMITMENTS AND CONTINGENCIES (Continued) 

Claims and Litigation 

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the 
normal course of business. At September 30, 2018, there were no pending or threatened lawsuits that could 
reasonably be expected to have a material effect on the results of the Company's operations. There are also no 
proceedings in which any of the Company's directors, officers or affiliates is an adverse party or has a material interest 
adverse to the Company's interest. 

An affiliate of the Company engaged a contractor to determine if a site met the requirements for a new grow facility. 
Based on the survey done by the contractor the Company proceeded with the purchase and incurred a loss when the 
site was subsequently determined not to be suitable. The Company filed a claim with the contractor's insurer to 
recover its losses and commenced litigation when the insurer refused to pay any portion of the claim. The Company's 
legal counsel has indicated a likely recovery of $250,000 paid by the Company before the site was found not to be 
suitable. 

14. FINANCIAL RISK FACTORS 

The Company's financial instruments mainly comprise of cash, amounts due from a related corporation, trade 
payables, accrued liabilities, distributions payable and debt payable. 

(a) Fair Value 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption that 
the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability 
or in the absence of a principal market, in the most advantageous market for the asset or liability. The principal or 
the most advantageous market must be accessible by the Company. 

The fair value of an asset or a liability is measured using the assumptions that market participants would use when 
pricing the asset or liability, assuming that market participants act in their economic best interest. A fair value 
measurement of a non-financial asset takes into account a market participant's ability to generate economic benefits 
from the asset's highest and best use or by selling it to another market participant that would utilise the asset in its 
highest and best use. 

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are 
unobservable inputs. 

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 inputs are quoted prices in active markets for identical assets or liabilities at the measurement date. 

• Level 2 inputs are observable inputs other than quoted prices included within Level 1, such as quoted prices for 
similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in markets that are not 
active, or other inputs that are observable directly or indirectly. 
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14. FINANCIAL RISK FACTORS (Continued) 

(a) Fair Value (Continued) 

• Level 3 inputs are unobservable inputs for the asset or liability that reflect the reporting entity's own assumptions 
and are not based on observable market data. 

The classification of financial instruments at their carrying and fair values is as follows: 

Financial assets 
Carrying values 

FVTPL 	AFS L&R Total 
Fair values 

Total 

September 30, 2018 $ $ $ $ $ 
Cash 1,591,393 1,591,393 1,591,393 

1,591,393 1,591,393 1,591,393 

December 31, 2017 

Cash 898,658 - 898,658 898,658 
Due from a related corporation 340,495 340,495 340,495 

1,239,153 1,239,153 1,239,153 

January 1, 2017 

Cash 73,704 - 73,704 73,704 
Due from a related corporation 26,977 - 26,977 26,977 

100,681 100,681 100,681 

	

Carrying values 	 Fair values 

Financial liabilities 	 FVTPL 	Other 	Total 	Total 
liabilities 

September 30, 2018 $ $ $ $ 
Trade payables 316,651 316,651 316,651 
Accrued liabilities 611,396 611,396 611,396 
Debt payable 280,000 280,000 280,000 

1,208,047 1,208,047 1,208,047 

December 31, 2017 

Trade payables 133,849 133,849 133,849 
Accrued liabilities 558,305 558,305 558,305 
Distributions payable 1,980,000 1,980,000 1,980,000 
Debt payable 460,000 460,000 460,000 

3,132,154 3,132,154 3,132,154 

January 1, 2017 

Accrued liabilities 123,568 123,568 123,568 
Debt payable 460,000 460,000 460,000 

583,568 583,568 583,568 
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14. FINANCIAL RISK FACTORS (Continued) 

(a) Fair Value (Continued) 

The Company's financial instruments as at September 30, 2018, December 31, 2017, and January 1, 2017 are 
classified as "Level 1 - quoted prices in active markets" is cash. The Company has determined that there have been 
no transfers between levels in the hierarchy by re-assessing categorization at the reporting date. 

The Company is exposed to credit risk and liquidity risk. The Company's management oversees the management of 
these risks. The Company's management is supported by the Members that advises on financial risks and the 
appropriate financial risk governance framework for the Company. The Company's financial risk activities are 
governed by appropriate policies and procedures and that financial risks are identified, measured and managed in 
accordance with Company's policies and Company's risk appetite. 

(b) Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. Financial instruments which potentially subject the Company to concentrations of credit risk 
consist of cash. As at September 30, 3018, December 31, 2017, and January 1, 2017, the maximum amount exposed 
to credit risks was $1,591,393, $1,239,153, and $100,681, respectively. 

(c) Liquidity Risk 

Liquidity risk is the risk that the Company is unable to generate or obtain sufficient cash in a cost-effective manner 
to fund its obligations as they come due. The Company's approach to managing liquidity risk is to ensure that it will 
have sufficient liquidity to meet liabilities when due. The Company manages liquidity risk through obtaining 
financing from its members and third parties. As at September 30, 2018, December 31, 2017, and January 1, 2017, 
all trade payables and accrued liabilities are due within a year, whereas, long term debt over a period of two years. 

15. SEGMENTED INFORMATION 

Operating and Geographical Segments 

An operating segment is defined as a component of the Company: 

• that engages in business activities from which it may earn revenues and incur expenses; 
• whose operating results are reviewed regularly by the entity's chief operating decision maker; and; 
• for which discrete financial information is available. 

At September 30, 2018 and December 31, 2017, the Company's operations comprise a single reporting operating 
and geographical segment engaged in buying and selling of cannabis. 

16. SUBSEQUENT EVENTS 

The Company's management has evaluated subsequent events up to January 23, 2019, the date the consolidated 
financial statements were issued, and determined the following event: 
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16. SUBSEQUENT EVENTS (Continued) 

On October 17, 2018, the Company entered into a definitive agreement to be acquired by Cannabis Strategies 
Acquisition Corp. ("CSAC"), a special purpose acquisition corporation listed in Canada (the "Transaction"). The 
Transaction is one of several concurrent acquisitions which, pending regulatory approval on licensing and structure, 
are intended to constitute CSAC's qualifying transaction (the "Qualifying Transaction"). 
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MANAGEMENT'S RESPONSIBILITY FOR 

FINANCIAL REPORTING

Management's Responsibility 

To the Members of LivFree Wellness LLC:

The accompanying consolidated financial statements and other financial information in this report were prepared by 
management of LivFree Wellness LLC ("the Company"), reviewed by the Audit Committee and approved by the 
Board of Directors.

Management is responsible for the consolidated financial statements and believes that they fairly present the 
Company's financial condition and results of operation in conformity with International Financial Reporting 
Standards. Management has included in the Company's consolidated financial statements amounts based on estimates 
and judgments that it believes are reasonable, under the circumstances.

To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the financial 
records are reliable and form a proper basis for the timely and accurate preparation of consolidated financial 
statements. Consistent with the concept of reasonable assurance, the Company recognizes that the relative cost of 
maintaining these controls should not exceed their expected benefits. Management further assures the quality of the 
financial records through careful selection and training of personnel and through the adoption and communication of 
financial and other relevant policies.

These consolidated financial statements have been audited by the Company's auditors, Macias Gini & O'Connell
LLP, and their report is presented herein.

February 14, 2019

“Steve Menzies” (signed) “Timothy Harris” (signed)
Managing Member Chief Financial Officer



www.mgocpa.com 

Macias Gini & O’Connell LLP 
12264 El Camino Real, Suite 402 
San Diego, CA 92130 

!

2 

Independent Auditor’s Report

To the Members of LivFree Wellness LLC

We have audited the accompanying consolidated financial statements of LivFree Wellness LLC (the 
“Company”), which comprise the consolidated statements of financial position as at December 31, 2015
and 2014, and the consolidated statements of operations, changes in members’ deficit and cash flows for 
the year ended December 31, 2015 and the period from July 16, 2014 (Inception Date) to December 31, 
2014, and a summary of significant accounting policies and other explanatory information.  

Management’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation and fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the consolidated financial statements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.  

(Continues) 
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Independent Auditor’s Report to the Members of LivFree Wellness LLC (Continued)

Opinion

In our opinion the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of LivFree Wellness LLC as at December 31, 2015 and 2014, and its consolidated 
financial performance and its cash flows for the year ended December 31, 2015 and the period from July 
16, 2014 to December 31, 2014, in accordance with International Financial Reporting Standards.

San Diego, California
February 14, 2019
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LIVFREE WELLNESS LLC 

Consolidated Statements of Financial Position 

At December 31, 2015 and 2014 

Nature of operations [Note 1] 

Commitments and contingencies [Note 11] 

Subsequent events [Note 14] 

Approved and authorized by the Board of Directors on February 14, 2019 

“Steve Menzies” (signed)      “Timothy Harris” (signed)
Managing Member     Chief Financial Officer     
     

The Accompanying Notes Are an Integral Part of These Consolidated Financial Statements. 

2015 2014
$ $

ASSETS

Current

Cash 9,372           -             

Prepaid expenses and other assets 57,359         36,987        

66,731         36,987        

Property, plant and equipment [Note 5] 292,690       -             

Other assets 16,038         9,246          

Total assets 375,459       46,233        

LIABILITIES

Current

Trade payables -               300,000       

-               300,000       

Debt payable - Non-current [Note 6] 460,000       460,000       

Total liabilities 460,000       760,000       

MEMBERS' DEFICIT (84,541)        (713,767)     

Total liabilities and members' equity 375,459       46,233        
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LIVFREE WELLNESS LLC 

Consolidated Statements of Operations 

For the Year Ended December 31, 2015 and  

for the Period From July 16, 2014 (Inception Date) to December 31, 2014 

The Accompanying Notes Are an Integral Part of These Consolidated Financial Statements. 

2015 2014

$ $

Expenses

General and administrative [Note 10] 962,713       1,264,682         

Total expenses 962,713       1,264,682         

Net loss from operations (962,713) (1,264,682)        

Net loss (962,713) (1,264,682)        
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LIVFREE WELLNESS LLC 

Consolidated Statements of Changes in Members’ Deficit  

For the Year Ended December 31, 2015 and  

for the Period From July 16, 2014 (Inception Date) to December 31, 2014  

The Accompanying Notes Are an Integral Part of These Consolidated Financial Statements. 

Members' 

Deficit

$

Balance as at July 16, 2014 (Inception) -

Contribution [Note 7] 550,915

  Net loss for the period (1,264,682)

Balance as at December 31, 2014 (713,767)

Contribution [Note 7] 1,791,939

Distributions (200,000)

  Net loss for the year (962,713)

Balance as at December 31, 2015 (84,541)
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LIVFREE WELLNESS LLC  

Consolidated Statements of Cash Flows 

For the Year Ended December 31, 2015 and  

for the Period From July 16, 2014 (Inception Date) to December 31, 2014  

The Accompanying Notes Are an Integral Part of These Consolidated Financial Statements. 

2015 2014

$ $

Operating activities

Net loss (962,713) (1,264,682)

Changes in working capital items:

  Prepaid expenses and other assets (27,164) (46,233)       

  Trade payables (300,000) 300,000       

Cash used in operating activities (1,289,877) (1,010,915)

Investing activities

  Purchase of property, plant and equipment (292,690) -             

Cash used in investing activities (292,690) -             

Financing activities

Contribution 1,791,939 550,915       

Distributions (200,000) -             

Proceeds from issuance of debts payable -              460,000       

Cash provided by financing activities 1,591,939 1,010,915

Net increase in cash 9,372 -             

Cash, beginning of year -              -             

Cash, end of year 9,372 -             
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Notes to the Consolidated Financial Statements  

For the Year Ended December 31, 2015 and  

for the Period from July 16, 2014 (Inception Date) to December 31, 2014  
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1.    NATURE OF OPERATIONS 

LivFree Wellness LLC (“LivFree” or the “Company”) [formerly LivFree Wellness Reno LLC (“Reno”)] was 
incorporated as a Limited Liability Company on July 16, 2014 in the State of Nevada, United States of America 

(“USA”). The Company’s head office is located at 5347 S. Decatur Blvd Las Vegas NV 89118.

Before April 29 2016, Reno, 401 Investments LLC (“401”) and LivFree Wellness LLC (“Wellness”) were the three 
operative Domestic Limited liability Companies in Nevada. 401, which was co-owned by multiple investors, was the 
sole owner of Wellness and owned majority stake in Reno.  On April 29, 2016, with consent from all parties involved, 
401 and Wellness were dissolved and merged into Reno (being the sole surviving entity), where after, Reno was 
renamed as LivFree Wellness LLC. 

The Company’s principal activities are buying and selling of cannabis as regulated under the laws applicable in the 
USA.  

2.    BASIS OF PRESENTATION  

2.1 Statement of Compliance 

The Company adopted IFRS effective July 16, 2014 (Inception Date). The Company applied IFRS 1 First-time 
Adoption of International Financial Reporting Standards, in making the transition to IFRS. IFRS 1 requires that all 
IFRS standards and interpretations that are effective as of the first IFRS statement, be applied consistently and 
retrospectively for all years presented. 

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”) and Interpretations of the 
International Financial Reporting Interpretations Committee (“IFRIC”).  

These consolidated financial statements were approved and authorized for issue by the Board of Directors of the 
Company on February 14, 2019. 

2.2 Basis of Presentation 

These consolidated financial statements have been prepared on the historical cost basis except for certain financial 
instruments, which are measured at fair value, as explained in the accounting policies set out in Note 3. The 
consolidated financial statements are presented in US dollars which is the presentation and functional currency of the 
Company. 

3.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

3.1 Basis of Consolidation 

The consolidated financial statements include the financial statements of the Company and its wholly owned 
subsidiaries.  The results of subsidiary acquired or disposed of during the year is included in the consolidated 
statements of operations from the effective date of acquisition or up to the effective date of disposal, as appropriate.  
All inter-company transactions, balances, income and expenses are eliminated on consolidation.   

The financial statement of the subsidiary is prepared for the same reporting period as the Company, using consistent 
accounting policies. 
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3.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.2 Revenue 

Revenue is recognized at the fair value of the consideration received or receivable. Revenue from the sale of goods 
is recognized when all of the following conditions are satisfied: 

the Company has transferred to the buyer significant risks and rewards of ownership of the goods; 

the Company retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

the amount of revenue can be measured reliably; 

it is probable that the economic benefits associated with the transaction will flow to the entity; and 

the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

3.3 Property, Plant and Equipment (“PPE”)  

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses. 
The cost of an item of PPE consists of the purchase price, any costs directly attributable to bringing the asset to the 
location and condition necessary for its intended use and an initial estimate of the costs of dismantling and removing 
the item and restoring the site on which it is located. 

Depreciation is provided at rates calculated to write off the cost of PPE, less their estimated residual value, using the 
straight-line method over the following expected useful lives: 

Leasehold improvements – the shorter of the useful life or life of the lease  

Furniture and fixtures – 10 years 

Office and equipment – 3-5 years 

An item of PPE is derecognized upon disposal, when held for sale or when no future economic benefits are expected 
to arise from the continued use of the asset. Any gain or loss arising on disposal of the asset, determined as the 
difference between the net disposal proceeds and the carrying amount of the asset, is recognized in the consolidated 
statement of operations. 

Assets in process are transferred to the appropriate asset class when available for use and depreciation of the assets 
commences at that point of time. 

The Company conducts an annual assessment of the residual balances, useful lives and depreciation methods being 
used for PPE and any changes arising from the assessment are applied by the Company prospectively. 

Where an item of property, plant and equipment comprises major components with different useful lives, the 
components are accounted for as separate items of property, plant and equipment. Expenditures incurred to replace 
a component of an item of property, plant and equipment that is accounted for separately, including major inspection 
and overhaul expenditures are capitalized. 

3.4 Taxation 

The Company is considered a Limited Liability Company for income tax purposes, for the year ended December 31, 
2015 and the period from July 16, 2014 to December 31, 2014.  Therefore, the Company’s taxable income is 
allocated to the members for inclusion on their respective income tax returns. 
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3.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.4 Taxation (Continued) 

As the Company operates in the cannabis industry, it is subject to the limits of IRC Section 280E under which the 
Company is only allowed to deduct expenses directly related to sales of product. This results in permanent differences 
between ordinary and necessary business expenses deemed non-allowable under IRC Section 280E. 

3.5 Financial Instruments 

All financial instruments are recognized when the Company becomes party to the contractual provisions of the 
financial instrument and are initially measured at fair value for instruments not at fair value through profit or loss, 
plus any directly attributable transaction costs. Financial assets are derecognized when the contractual rights to the 
cash flows from the financial asset expire, or when the financial asset and all substantial risks and rewards are 
transferred. Financial instruments are classified into the following categories upon initial recognition: 

  - loans and receivables (“L&R”) 
  - financial instruments at fair value through profit or loss (“FVTPL”) 
  - held-to-maturity investments 
  - available-for-sale assets (“AFS”) 
  - other financial liabilities 

The category determines subsequent measurement and whether any resulting income and expense is recognized in 
profit or loss. All financial assets, except for those at FVTPL, are subject to review for impairment at least at each 
reporting date. Financial assets are impaired when there is objective evidence that a financial asset or a group of 
financial assets is impaired. Different criteria to determine impairment are applied for each category of financial 
assets, described below. 

Financial assets at FVTPL include financial assets that are either classified as held for trading or that meet certain 
conditions and are designated at FVTPL upon initial recognition. Assets in this category are measured at fair value 
with gains and losses recognized in the consolidated statement of operations.  

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market. After initial recognition, these are measured at amortized cost using the effective interest method, 
less provision for impairment.  

Loans and receivables are considered for impairment when they are past due or when other objective evidence is 
received that a specific counterparty will default. Impairment of receivables is recognized in profit or loss within 
general administrative expenses. If in a subsequent period the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized, the previously 
recognized impairment loss or a portion of such is reversed. The amount of the impairment loss reversed may not 
exceed the original impairment amount.  

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturity other than loans and receivables. Investments are classified as held-to-maturity if the Company has the 
intention and ability to hold them until maturity. Held-to-maturity investments are measured subsequently at 
amortized cost using the effective interest method. If there is objective evidence that the investment is impaired, 
determined by reference to external credit ratings, the financial asset is measured at the present value of estimated 
future cash flows. Any changes to the carrying amount of the investment, including impairment losses, are recognized 
in profit or loss.  
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3.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.5 Financial Instruments (Continued) 

Available-for-sale financial instruments are measured at fair value with revaluation gains and losses included in other 
comprehensive income (loss) until the asset is removed from the statements of financial position. 

Other financial liabilities include liabilities that have not been classified as fair value through profit or loss. Other 
financial liabilities are subsequently measured at amortized cost using the effective interest method.  

A financial liability is derecognized when it is extinguished, discharged, cancelled or expires. Financial assets and  
financial liabilities are offset and the net amount presented in the statement of financial position when, and only when, 
the Company has a legal right to offset the amounts and intends either to settle on a net basis or to realize the asset 
and settle the liability simultaneously. 

Financial instruments that are measured at fair value use inputs, which are classified within a hierarchy that prioritizes 
their significance.   

See Note 12 - Financial risk factors for the details of their classification. 

3.6 Impairment of Non-Financial Assets 

At each date of the statements of financial position, the Company reviews the carrying amounts of its long lived 
assets to determine whether there is an indication that those assets have suffered an impairment loss. If any such 
indication exists, or when annual impairment testing for an asset is required, the recoverable amount of the asset is 
estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to estimate the 
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash generating 
unit to which the assets belong. 

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing the value in use, 
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs 
of disposal, recent market transactions are taken into account. If no such transactions can be identified, an appropriate 
valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly 
traded companies or other available fair value indicators. 

If the recoverable amount of an asset (or cash generating unit) is estimated to be less than its carrying amount, the 
carrying amount of the asset (or cash generating unit) is reduced to its recoverable amount. An impairment loss is 
recognized immediately in the statement of operations, unless the relevant asset is carried at a revalued amount, in 
which case the impairment loss is treated as a revaluation decrease. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash generating unit) is increased 
to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the 
carrying amount that would have been determined had no impairment loss been recognized for the asset (or cash 
generating unit) in prior years. A previously recognised impairment loss is reversed only if there has been a change 
in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. 

3.7 Cash  

The Company considers all investments with original maturities of three months or less, that are highly liquid and 
readily convertible into cash, to be cash equivalents. 
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3.    SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

3.8 Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen as a 
result of a past event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. 

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using 
a pre-tax rate that reflects current market assessments of the time value of money and the risk specific to the obligation.  
The increase in the provision due to passage of time is recognized as interest expense. 

3.9 Significant Accounting Judgments and Estimates 

The application of the Company’s accounting policies requires management to use estimates and judgments that can 
have significant effect on the revenues, expenses, income (loss), assets and liabilities recognized and disclosures 
made in the consolidated financial statements.   

Management’s best estimates concerning the future are based on the facts and circumstances available at the time 
estimates are made.  Management uses historical experience, general economic conditions and assumptions 
regarding probable future outcomes as the basis for determining estimates.  Estimates and their underlying 
assumptions are reviewed periodically and the effects of any changes are recognized immediately.  Actual results 
could differ from the estimates used. 

Management’s budget and strategic plans are fundamental information used as a basis for estimates necessary to 
prepare financial information. Management tracks performance as compared to the budget and significant variances 
in actual performance are a key trigger to assess whether certain estimates used in the preparation of financial 
information must be revised. 

The following areas require management’s critical estimates and judgments:  

 (a)  Estimated useful lives and depreciation of property, plant and equipment  

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful lives, which 
are determined through the exercise of judgements.  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. 

3.10 Leases 

The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at 
the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on 
the use of a specific asset or assets and the arrangement conveys a right to use the asset or assets, even if that right is 
not explicitly specified in an arrangement.  A lease is classified at the inception date as a finance lease or an operating 
lease. A lease that transfers substantially all the risks and rewards incidental to ownership to the Company is classified 
as a finance lease. An operating lease is a lease other than a finance lease. Operating lease payments are recognised 
as an operating expense in the statement of operations on a straight-line basis over the lease term. 
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4. CHANGES IN ACCOUNTING STANDARDS

Adoption of New Accounting Pronouncement 

IAS 1 - Presentation of Financial Statements 

The Company has reviewed and considered the amendments made to IAS 1 effective on J , 201 . The
Company has concluded that the adoption of such standard has resulted in no impact on the Company’s consolidated 
financial statements. The Company will re-evaluate IAS 1 should a transaction occur. 

Changes in Accounting Standards not yet Effective 

IFRS 9 - Financial Instruments 

In July 2014, the IASB issued the final version of IFRS 9 – Financial Instruments (“IFRS 9”), which brings together 
the classification and measurement, impairment, and hedge-accounting phases of the IASB’s project to replace IAS 
39 – Financial Instruments: Recognition and Measurement (“IAS 39”).  

Classification and measurement – Financial assets are classified and measured based on the business model under 
which they are managed and the contractual cash flow characteristics of the financial assets. Financial liabilities are 
classified in a similar manner as under IAS 39, except that financial liabilities measured at fair value will have fair 
value changes resulting from changes in the entity’s own credit risk recognized in Other Comprehensive Income 
(“OCI”) instead of Net Income, unless this would create an accounting mismatch.  

Impairment – The measurement of impairment of financial assets is based on an expected credit loss model. It is no 
longer necessary for a triggering event to have occurred before credit losses are recognized. IFRS 9 also includes 
new disclosure requirements about expected credit losses and credit risk.  

Hedge accounting – The new general hedge accounting model more closely aligns hedge accounting with risk 
management activities undertaken by entities when hedging their financial and non-financial risk exposures. It will 
provide more opportunities to apply hedge accounting to reflect actual risk management activities. 

IFRS 9 is required to be applied for annual periods beginning on or after January 1, 2018. The Company is assessing 
the potential financial and disclosure impact of this standard on its consolidated financial statements but does not 
expect the impact to be material. 

IFRS 15 - Revenue from Contracts with Customers 

In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers (“IFRS 15”), which replaces IAS 
11 – Construction Contracts, IAS 18 – Revenue and IFRIC 13 – Customer Loyalty Programmes (“IFRIC 13”), as 
well as various other interpretations regarding revenue. IFRS 15 outlines a single comprehensive model for entities 
to use in accounting for revenue arising from contracts with customers, except for contracts that are within the scope 
of the standards on leases, insurance contracts and financial instruments. IFRS 15 also contains enhanced disclosure 
requirements. IFRS 15 will be applied for annual periods beginning on or after January 1, 2018.   The Company is 
currently evaluating the impact IFRS 15 adoption is expected to have on its consolidated financial statements. 

IFRS 7, Financial Instruments: Disclosure 

IFRS 7, Financial instruments: Disclosure, was amended to require additional disclosures on transition from IAS 39 
to IFRS 9. IFRS 7 is effective on adoption of IFRS 9, which is effective for annual periods commencing on or after 
January 1, 2018. 
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5.   PROPERTY, PLANT AND EQUIPMENT 

6.   DEBT PAYABLE

On December 12, 2014, the Company obtained a loan of $460,000 from a third party.  The loan was unsecured, 
carried no interest and there was no repayment term. 

As disclosed and explained in subsequent events note (Note 14), the Company entered into a Settlement Agreement 
with the debt holder for the repayment of loan and settlement of membership interest.  The current and non-current 
portion of the debt has been classified in accordance with the agreed repayment schedule. 

The details of debt payable at December 31, 2015 were as follows: 

7.    MEMBERS’ EQUITY 

During the year ended December 31, 2015 and for the period from July 16, 2014 to December 31, 2014, the members 
of the Company contributed in cash amounting to $1,791,939 and $550,915, respectively.  

During the year ended December 31, 2015 and for the period from July 16, 2014 to December 31, 2014, the 
distributions to the members of the Company in cash amounted to $200,000 and $nil, respectively.  

8.    RELATED PARTY TRANSACTIONS AND BALANCES 

Related parties are defined as management and members of the Company and/or members of their immediate family 
and/or other companies and/or entities in which a member or senior officer is a principal owner or senior executive.   

There were no other related party transactions and balances other than what has been disclosed in the consolidated 
financial statements.  

Leasehold 

improvements

Furniture and 

fixtures

Office & 

Equipment
Total

$ $ $ $

Cost

As at December 31, 2014                      -                         -                        -                    - 

  Additions              292,690                       -                        -            292,690 

As at December 31, 2015            292,690                       -                        -           292,690 

Depreciation

As at December 31, 2014                      -                         -                        -                    - 

 Depreciation                      -                         -                        -                    - 

Net book value

 As at December 31, 2015 292,690                                 -                        -   292,690        

$

Loan payable to a third party 460,000       

Debt payable - Non-current portion 460,000       
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8.    RELATED PARTY TRANSACTIONS AND BALANCES (Continued) 

No compensation was paid to key management for the year ended December 31, 2015 or for for the period from July 
16, 2014 to December 31, 2014. 

9.   CAPITAL MANAGEMENT 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company, 
in order to support business development. The Members do not establish quantitative return on capital criteria for 
management, but rather relies on the expertise of the Company's management to sustain future development of the 
business. The Company defines capital to include its Members’ equity. In order to carry out the planned business 
development and pay for administrative costs, the Company will spend its existing working capital and raise 
additional amounts as needed.  There were no changes in the Company's approach to capital management during the 
year ended December 31, 2015 or for the period from July 16, 2014 to December 31, 2014. The Company is not 
subject to externally imposed capital requirements.  As at December 31, 2015 and 2014, the capital of the Company 
was a deficit balance of $84,541 and $713,767, respectively. 

The Company raises capital, as necessary, to meet its needs and take advantage of perceived opportunities and, 
therefore, does not have a numeric target for its capital structure.  Funds are primarily secured through cash injection 
by the Members of the Company.  There can be no assurance that the Company will be able to continue raising 
equity capital in this manner. Management reviews its capital management approach on an ongoing basis and believes 
that this approach, given the relative size of the Company, is reasonable. 

The Company invests all capital that is surplus to its immediate operational needs in short-term, liquid and highly 
rated financial instruments. 

10.   GENERAL AND ADMINISTRATIVE 

General and administrative expenses were comprised of the following for the year ended December 31, 2015 and the 
period from July 16, 2014 (Inception Date) to December 31, 2014: 

2015 2014

$ $

Rent [Note 11] 329,718       395,833         

Taxes and licenses 30,657         116,293         

Professional and consulting fees 587,648       584,523         

Insurance 1,265           -               

Office expenses 5,605           144,246         

Utilities 1,223           1,642            

Others 6,597           22,145          

962,713       1,264,682      
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11.   COMMITMENTS AND CONTINGENCIES 

Operating Leases 

Pursuant to various lease agreements, the Company conducted operations in facilities leased from third parties and a 
related party. The leases expire through 2022 and contain certain renewal provisions.  Future minimum lease 
payments under non-cancelable operating leases having an initial or remaining term of more than one year are as 
follows:

Total rent expensed for the year ended December 31, 2015 and the period from July 16, 2014 to December 31, 2014 
was $329,718 and $365,629, respectively. 

Contingencies

The Company's operations are subject to a variety of local and state regulations. Failure to comply with one or more 
of those regulations could result in fines, restrictions on its operations, or losses of permits and/or licenses that could 
result in the Company ceasing operations. While management of the Company believes that the Company is in 
compliance with applicable local and state regulation at December 31, 2015 and December 31, 2014, cannabis 
regulations continue to evolve and are subject to differing interpretations. As a result, the Company may be subject 
to regulatory fines, penalties, or restrictions in the future. 

Claims and Litigation 

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the 
normal course of business. At December 31, 2015 and 2014, there were no pending or threatened lawsuits that could 
reasonably be expected to have a material effect on the results of the Company's operations. There are also no 
proceedings in which any of the Company's directors, officers or affiliates is an adverse party or has a material interest 
adverse to the Company's interest. 

The Company notified one of its members that the member’s interests were being mandatorily redeemed under the 
terms of the relevant operating agreements. The matter was brought to arbitration where the Company prevailed. 
Subsequently, on March 5, 2015, the parties reached a resolution and the member entered into an Assignment 
Agreement (the “Agreement”), whereby the Company agreed to pay $200,000 in exchange for the member’s 
interest in the Company.  

12.   FINANCIAL RISK FACTORS 

The Company’s financial instruments mainly comprise of cash, amounts due from a related corporation, trade 
payables, accrued liabilities, distributions payable and debt payable. 

Year ending December 31 $

2016       231,378 

2017       246,806 

2018       386,028 

2019       483,094 

2020       501,595 

Thereafter       812,313 

   2,661,214 
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12.   FINANCIAL RISK FACTORS (Continued) 

(a) Fair Value 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption that 
the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset or liability 
or in the absence of a principal market, in the most advantageous market for the asset or liability. The principal or 
the most advantageous market must be accessible by the Company.  

The fair value of an asset or a liability is measured using the assumptions that market participants would use when 
pricing the asset or liability, assuming that market participants act in their economic best interest. A fair value 
measurement of a non-financial asset takes into account a market participant's ability to generate economic benefits 
from the asset’s highest and best use or by selling it to another market participant that would utilise the asset in its 
highest and best use. 

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are 
unobservable inputs. 

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 inputs are quoted prices in active markets for identical assets or liabilities at the measurement date. 

• Level 2 inputs are observable inputs other than quoted prices included within Level 1, such as quoted prices for 
similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in markets that are not 
active, or other inputs that are observable directly or indirectly. 

• Level 3 inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own assumptions 
and are not based on observable market data. 

The classification of financial instruments at their carrying and fair values is as follows:

Fair values

Financial assets FVTPL AFS L&R Total Total

December 31, 2015 $ $ $ $ $

Cash 9,372           -             -               9,372           9,372           

9,372           -             -               9,372           9,372           

Carrying values
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12.   FINANCIAL RISK FACTORS (Continued)

(a) Fair Value (Continued)

The Company’s financial instruments as at December 31, 2015 and 2014 classified as “Level 1 - quoted prices in 
active markets” is cash. The Company has determined that there have been no transfers between levels in the 
hierarchy by re-assessing categorization at the reporting date.  

The Company is exposed to credit risk and liquidity risk. The Company’s management oversees the management of 
these risks. The Company`s management is supported by the Members that advises on financial risks and the 
appropriate financial risk governance framework for the Company. The Company’s financial risk activities are 
governed by appropriate policies and procedures and that financial risks are identified, measured and managed in 
accordance with Company’s policies and Company’s risk appetite. 

(b) Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. Financial instruments which potentially subject the Company to concentrations of credit risk 
consist of cash. The maximum amount exposed to credit risks was $nil as at December 31, 2015 and 2014. 

 (c) Liquidity Risk 

Liquidity risk is the risk that the Company is unable to generate or obtain sufficient cash in a cost-effective manner 
to fund its obligations as they come due. The Company’s approach to managing liquidity risk is to ensure that it will 
have sufficient liquidity to meet liabilities when due. The Company manages liquidity risk through obtaining 
financing from its members and third parties. As at December 31, 2015 and 2014, all trade payables and accrued 
liabilities are due within a year, whereas, long term debt over a period of two years. 

13.  SEGMENTED INFORMATION 

Operating and Geographical Segments 

An operating segment is defined as a component of the Company: 

• that engages in business activities from which it may earn revenues and incur expenses; 
• whose operating results are reviewed regularly by the entity’s chief operating decision maker; and; 
• for which discrete financial information is available. 

Fair values

Financial liabilities FVTPL
Other 

liabilities
Total Total

December 31, 2015 $ $ $ $

Debt payable -              460,000       460,000       460,000       

-              460,000       460,000       460,000       

December 31, 2014

Trade payables -              300,000         300,000         300,000         

Debt payable -              460,000         460,000         460,000         

-              760,000         760,000         760,000         

Carrying values
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13.  SEGMENTED INFORMATION (Continued) 

Operating and Geographical Segments (Continued) 

At December 31, 2015 and 2014, the Company’s operations comprise a single reporting operating and geographical 
segment.  

14. SUBSEQUENT EVENTS 

The Company’s management has evaluated subsequent events up to February 14, 2019, the date the consolidated 
financial statements were issued, and determined the following events: 

On July 1, 2017, the Company entered into a Membership Interest Purchase and Sale Agreement, upon which the 
Company acquired a 50% membership interest in JDSS Investments, LLC.  Per the purchase agreement section 2.0 
the total purchase price shall be $2.4 million.  Management has concluded that the current investment is to be 
accounted for as an investment in associate using the equity method.   

During 2018, an affiliate of the Company engaged a contractor to determine if a site met the requirements for a new 
grow facility. Based on the survey done by the contractor the Company proceeded with the purchase and incurred a 
loss when the site was subsequently determined not to be suitable. The Company filed a claim with the contractor’s 
insurer to recover its losses and commenced litigation when the insurer refused to pay any portion of the claim. The 
Company’s legal counsel has indicated a likely recovery of $250,000 paid by the Company before the site was 
found not to be suitable.   

On January 1, 2018, the Company entered into an Asset Purchase Agreement with Bilco Holdings, LLC (“Billco”), 
and BP Solutions LLC (“BP”).    

On January 16, 2018, the Company entered into Settlement Agreement (the “Agreement”) with the debt holder and 
one of its existing members for the repayment of debt in accordance with an agreed repayment schedule.  The 
Company agreed to pay $20,000 within 30 days from the execution of this Agreement and the remaining balance to 
be paid in 22 equal monthly payments of $20,000. 

Pursuant to its growth strategy, the Company sought and, on July 1, 2018, was issued four licenses allowing it to 
operate two medical cultivation and two medical production facilities. 

On October 17, 2018, the Company entered into a definitive agreement to be acquired by Cannabis Strategies 
Acquisition Corp. (“CSAC”), a special purpose acquisition corporation listed in Canada (the “Transaction”).  The 
Transaction is one of several concurrent acquisitions which, pending regulatory approval on licensing and structure, 
are intended to constitute CSAC’s qualifying transaction (the “Qualifying Transaction”). 
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MANAGEMENT'S RESPONSIBILITY FOR  
FINANCIAL REPORTING 

 
Management's Responsibility  
 
To the Members of Livfree Wellness LLC: 
 
The accompanying unaudited condensed interim consolidated financial statements and other financial information in 
this report were prepared by management of Livfree Wellness LLC ("the Company"), reviewed by the Audit 
Committee and approved by the Board of Directors. 
 
Management is responsible for the unaudited condensed interim consolidated financial statements and believes that 
they fairly present the Company's financial condition and results of operation in conformity with International 
Financial Reporting Standards. Management has included in the Company's unaudited condensed interim 
consolidated financial statements amounts based on estimates and judgments that it believes are reasonable, under 
the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the financial 
records are reliable and form a proper basis for the timely and accurate preparation of the unaudited condensed 
interim consolidated financial statements. Consistent with the concept of reasonable assurance, the Company 
recognizes that the relative cost of maintaining these controls should not exceed their expected benefits. Management 
further assures the quality of the financial records through careful selection and training of personnel and through the 
adoption and communication of financial and other relevant policies. 
 
November 30, 2018 
 
 
 
 
“Steve Menzies” (signed)      “Timothy Harris” (signed) 
Managing Member     Chief Financial Officer   
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APPENDIX F – MANAGEMENT’S DISCUSSION & ANALYSIS OF LIVFREE 

 



Management’s Discussion and Analysis – LivFree Wellness, LLC 

Overview 

LivFree Wellness, LLC (“LivFree”) is a leading owner and operator of cannabis dispensaries in Nevada. 
LivFree operates in both the medical and adult use segments of the Nevada cannabis market.  

Major Business Lines and Geographies 

LivFree views its financial results under the retail dispensary operations business line. LivFree generates 
all of its revenue in the State of Nevada.  

Retail Dispensary Operations 

LivFree is a licensed dispensary operator with three retail locations. LivFree dispensaries are located in 
Las Vegas, NV, Henderson, NV, and Reno, NV.  

LivFree generates revenue by purchasing wholesale cannabis and cannabis products and selling those 
products in at three retail locations. 

Geographic Areas 

All of LivFree’s revenue is derived from the Nevada cannabis market. 

Market Update and LivFree’s Objectives 

LivFree currently operates three dispensaries in key locations within the State of Nevada. LivFree has 
focused on establishing dispensaries in prime locations and expanding its operations into a vertically-integrated 
business. LivFree’s objectives have been to grow its business by adding cultivation and production capabilities, for 
which it has already secured the necessary licenses. Given the strong growth in the Nevada cannabis market, 
management believes that becoming a vertically-integrated cannabis company and expanding its dispensary 
footprint are especially attractive propositions in respect of LivFree. 

Results of Operations 

Annual Results of Operations 
($ in millions) 12 months ended  

December 31, 2017 
Revenue 14.5 
Cost of Goods Sold   9.3 
Gross Profits   5.2 
General and Administrative Expenses  2.4 
Sales and Marketing Expense  0.3 
Net income from operations  2.3 
Net income   2.9 

Total Assets  6.0 
Current Liabilities  2.9 
Total Liabilities  3.1 
Total Net Assets  2.9 
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Revenue 
2017 

For the year ended December 31, 2017, revenue was $14.5 million. This spending was primarily driven 
by increased demand from the launch of Nevada’s legal adult-use program in July 2017. 

Cost of Goods Sold 
2017 

For the year ended December 31, 2017, cost of goods sold was $9.3 million. This change was primarily 
driven by increased demand from the launch of Nevada’s legal adult-use program in July 2017. 

General and Administrative Expenses 
2017 

For the year ended December 31, 2017, general and administrative expenses were $2.4 million. This 
increase was driven by higher costs to support LivFree’s sales growth.  

Sales and Marketing Expenses 
2017 

For the year ended December 31, 2017, sales and marketing expenses were $0.3 million. The increase was 
driven by activity supporting LivFree’s retail operations in 2017.  

Quarterly Results of Operations 
($ in millions) 3 months ended September 30, 9 months ended September 30, 

2018 2017 2018 2017 
Revenue  8.8  5.4  23.9  8.2 
Cost of Goods Sold  5.4  3.1  15.0  5.3 
Gross Profits  3.4  2.4  9.0  2.9 
General and Administrative Expenses  1.1  0.8  2.7  1.6 
Sales and Marketing Expense  0.2  0.0  0.4  0.2 
Income (loss) from operations  2.1  1.5  5.7  1.0 
Net income (loss)   2.4  1.6  6.6  1.1 

Revenue 

For the three months ended September 30, 2018, revenue was $8.8 million, which represents an increase 
of $3.4 million or 63.0% from the prior year amount of $5.4 million. This increase is primarily due to increased 
demand from the launch of Nevada’s legal adult-use program in July 2017.  

For the nine months ended September 30, 2018, revenue was $23.9 million, which represents an increase 
of $15.7 million or 191.5% from the prior year amount of $8.2 million. This increase is primarily due to increased 
demand from the launch of Nevada’s legal adult-use program in July 2017.  

Cost of Goods Sold 

For the three months ended September 30, 2018, cost of goods sold was $5.4 million, which represents an 
increase of $2.3 million or 74.2% from the prior year amount of $3.1 million. This increase is primarily due to 
increased demand from the launch of Nevada’s legal adult-use program in July 2017. 

For the nine months ended September 30, 2018, cost of goods sold was $15.0 million, which represents an 
increase of $9.7 million or 183.0% from the prior year amount of $5.3 million. This increase is primarily due to 
increased demand from the launch of Nevada’s legal adult-use program in July 2017.  
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General and Administrative Expenses 

For the three months ended September 30, 2018, general and administrative expenses were $1.1 million, 
which represents an increase of $0.3 million or 37.5% from the prior year amount of $0.8 million. This increase is 
primarily due to increased operating costs from the launch of Nevada’s legal adult-use program in July 2017.  

For the nine months ended September 30, 2018, general and administrative expenses were $2.7 million, 
which represents an increase of $1.1 million or 68.8% from the prior year amount of $1.6 million. This increase is 
primarily due to increased operating costs from the launch of Nevada’s legal adult-use program in July 2017.  

Sales and Marketing Expenses 

For the three months ended September 30, 2018, sales and marketing expenses were $0.2 million, which 
represents an increase of $0.2 million from the prior year amount of $0.0 million. LivFree dedicated relatively 
modest but growing resources to marketing during this period.  

For the nine months ended September 30, 2018, sales and marketing expenses were $0.4 million, which 
represents an increase of $0.2 million or 100.0% from the prior year amount of $0.2 million. LivFree dedicated 
relatively modest but growing resources to marketing during this period. 

Liquidity and Capital Resources 

Overview 

Historically, LivFree’s primary source of liquidity has been contributions from its owners. Today, LivFree 
generates positive cash flow from its operations, and expects to continue to do so, and this cash flow is its principal 
source of liquidity. 

Financial Condition 

Cash Flows 

The following table summarizes LivFree’s consolidated statement of cash flows from continuing 
operations: 

($ in millions) The period ended September 30, 12 months ended  
2018 2017 December 31, 2017 

Cash provided by (used in) 
Operating activities  5.9  0.5  1.3 
Investing activities  (1.8)  (0.6)  (1.2) 
Financing activities  (3.5)  0.8  0.8 

Net Change in Cash  0.7  0.7  0.8 
Cash Balance, Beginning  0.9  0.1  0.1 
Cash Balance, Ending  1.6  0.8  0.9 

Cash Flow Provided by Operating Activities 
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Cash flow from operating activities increased by $5.4 million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This increase was primarily driven by the increase in sales and shifting 
working capital needs related to the increase in sales.  

Cash flow from operating activities in 2017 is $1.3 million. This was primarily driven by sales and working 
capital needs.  

Cash Flow Provided by (Used in) Investing Activities 

Cash flow from investing activities changed by $(1.2) million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This change was due to an increase in cash spent related to investments 
in an associate and an increase in capital spending related to LivFree’s dispensaries.  

Cash flow from investing activities in 2017 is $(1.2) million. This was due to cash spent related to 
investments in an associate and capital spending related to LivFree’s dispensaries.  

Cash Flow Provided by (Used in) Financing Activities 

Cash flow from financing activities changed by $(4.3) million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This decrease was due to an increase in distributions a reduction in 
debts. 

Cash flow from financing activities in 2017 is $0.8 million. This reflects net contributions. 

As previously noted, LivFree’s primary capital resource is cash flow generated from operations. LivFree 
does not have any other committed sources of financing or significant capital expenditure commitments.  

Contractual Obligations 

LivFree has contractual obligations to make future payments, including debt agreements and lease 
agreements with third parties and a related party. The following table summarizes such obligations as of 
September 30, 2018: 

Remaining Amount Due by Period 

Total 2018 2019 2020-2021 After 2021 
Debt 280,000 – 240,000 40,000 – 
Operating Leases 609,434 54,137 226,901 328,396 – 
Total Contractual Obligations 889,434 54,137 466,901 368,396 – 

Transactions with Related Parties 

The leasing arrangement with a related party is disclosed in Contractual Obligations section above. 

Purchases of harvested cannabis from a related party totaling $1,115,981 during the nine months ended 
September 30, 2018 is included in cost of goods sold. 

No compensation was paid by LivFree to key management for the nine months ended September 30, 2018. 

Critical Accounting Estimates 

Critical Accounting Judgments and Estimates 

The application of LivFree’s accounting policies requires management to use estimates and judgments that 
can have significant effect on the revenues, expenses, comprehensive income, assets and liabilities recognized and 
disclosures made in the consolidated financial statements. Management’s best estimates concerning the future are 
based on the facts and circumstances available at the time estimates are made and are based on a variety of factors 
including historical experience, general economic conditions and assumptions regarding probable future outcomes. 
These estimates and their underlying assumptions are reviewed periodically and the effects of any changes are 
recognized immediately. Actual results could differ from these estimates.   
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The following areas require management’s critical estimates and judgments: 

Estimated Useful Lives and Depreciation of Property, Plant and Equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful 
lives, which are determined through the exercise of judgements. 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. 

Changes in Accounting Policies Including Adoption 

Changes in Accounting Policies 

There were no significant changes in accounting policies the nine months ended September 30, 2018. 
LivFree’s significant accounting policies are described in notes entitled “Summary of Significant Accounting 
Policies” to LivFree’s audited and unaudited consolidated financial statements attached to this prospectus. 

Accounting Standards Issued but not yet Effective 

The following new standards and interpretations have been adopted by LivFree and are described in the 
notes entitled “Changes in Accounting Standards” to LivFree’s audited and unaudited consolidated financial 
statements: 

• IFRS 9 - Financial Instruments adopted effective from January 1, 2018; the adoption did not result
in any material change 

• IFRS 15 - Revenue from Contracts with Customers adopted effective from January 1, 2018; the
adoption did not result in any material change 

The following new standards and interpretations are not yet effective and are described in the notes 
entitled “Changes in Accounting Standards” to LivFree’s audited and unaudited consolidated financial 
statements attached to this prospectus: 

• IFRS 16 - Leases effective for annual periods beginning on or after January 1, 2019; LivFree plans
to adopt the requirements in 2019 and is currently evaluating the impact adopting the standard will
have on its consolidated financial statements

Financial Instruments and Other Instruments 

Fair Value of Financial Instruments 

LivFree’s financial instruments consist of cash, amounts due from a related corporation, trade payables, 
accrued liabilities, distributions payable, and debts payable.  

All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 – inputs are quoted prices in active markets for identical assets or liabilities at the measurement
date.

• Level 2 – inputs are observable inputs other than quoted prices included within Level 1, such as quoted
prices for similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in
markets that are not active, or other inputs that are observable directly or indirectly.

• Level 3 – inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own
assumptions and are not based on observable market data.
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As of September 30, 2018 cash was classified as Level 1. For other financial assets and financial liabilities, 
the carrying amount is considered a reasonable approximation of fair value. 

Other Risks and Uncertainties 

Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. Financial instruments which potentially subject LivFree to concentrations of credit risk 
consist of cash and due from a related corporation. As at September 30, 2018 and December 31, 2017 the maximum 
amount exposed to credit risks was $1,841,393 and $1,489,153 respectively. 

Liquidity Risk 

Liquidity risk is the risk that LivFree is unable to generate or obtain sufficient cash or its equivalents in a 
cost-effective manner to fund its obligations as they come due. LivFree’s approach to managing liquidity risk is to 
ensure that it will have sufficient liquidity to meet liabilities when due. LivFree manages liquidity risk through 
obtaining financing from its members and third parties. As at September 30, 2018, all trade payables and accrued 
liabilities are due within a year, whereas, long term debts over a period of five years. 
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APPENDIX G – WASHOE AUDITED FINANCIAL STATEMENTS 
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MANAGEMENT'S RESPONSIBILITY FOR  
CONSOLIDATED FINANCIAL REPORTING 

 
Management's Responsibility  
 
To the Members of Washoe Wellness, LLC: 
 
The accompanying consolidated financial statements and other financial information in this report were prepared by 
management of Washoe Wellness, LLC ("the Company"), reviewed by the Audit Committee and approved by the 
Board of Directors. 
 
Management is responsible for the consolidated financial statements and believes that they fairly present the 
Company's consolidated financial condition and results of operation in conformity with International Financial 
Reporting Standards. Management has included in the Company's consolidated financial statements amounts based 
on estimates and judgments that it believes are reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the financial 
records are reliable and form a proper basis for the timely and accurate preparation of consolidated financial 
statements. Consistent with the concept of reasonable assurance, the Company recognizes that the relative cost of 
maintaining these controls should not exceed their expected benefits. Management further assures the quality of the 
financial records through careful selection and training of personnel and through the adoption and communication of 
financial and other relevant policies. 
 
These consolidated financial statements have been audited by the Company's auditor, Macias Gini & O'Connell LLP, 
and their report is presented herein. 
 
December 6, 2018 
 
 
 
 
“Mark Pitchford”  (signed)      “Lilian Yohn”  (signed) 
Chief Executive Officer      Chief Financial Officer 
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APPENDIX H – WASHOE UNAUDITED INTERIM FINANCIAL STATEMENTS 
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MANAGEMENT'S RESPONSIBILITY FOR  
UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL REPORTING 

 
 
Management's Responsibility  
 
To the Members of Washoe Wellness, LLC: 
 
The accompanying unaudited condensed interim consolidated financial statements and other financial information in 
this report were prepared by management of Washoe Wellness, LLC ("the Company"), reviewed by the Audit 
Committee and approved by the Board of Directors. 
 
Management is responsible for the unaudited condensed interim consolidated financial statements and believes that 
they fairly present the Company's consolidated financial condition and results of operation in conformity with 
International Financial Reporting Standards. Management has included in the Company's unaudited condensed 
interim consolidated financial statements amounts based on estimates and judgments that it believes are reasonable, 
under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the financial 
records are reliable and form a proper basis for the timely and accurate preparation of unaudited condensed interim 
consolidated financial statements. Consistent with the concept of reasonable assurance, the Company recognizes that 
the relative cost of maintaining these controls should not exceed their expected benefits. Management further assures 
the quality of the financial records through careful selection and training of personnel and through the adoption and 
communication of financial and other relevant policies. 
 
 
December 6, 2018 
 
 
 
 
“Mark Pitchford” (signed)        “Lilian Yohn” (signed) 
Chief Executive Officer        Chief Financial Officer 
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I-1 

APPENDIX I – MANAGEMENT’S DISCUSSION & ANALYSIS OF WASHOE 



Management’s Discussion and Analysis – Washoe Wellness, LLC 

Overview 

Washoe is a Nevada-based cannabis company operating in both the medical and adult use segments of the 
Nevada cannabis market.  

Major Business Lines and Geographies 

Washoe views its financial results under the cannabis cultivation and production business line. Washoe 
generates all of its revenue in the State of Nevada.  

Cannabis Cultivation and Production 

Washoe is a licensed, integrated cannabis operator with cultivation, extraction, processing, manufacturing 
and distribution capabilities. Washoe’s business is cannabis cultivation and selling both raw cannabis and other 
cannabis products.  

Washoe generates revenue by selling its products to dispensaries in Nevada, including raw cannabis, 
cannabis oil, and cannabis consumer goods. 

Geographic Areas 

All of Washoe’s revenue is derived from the Nevada cannabis market. 

Market Update and Washoe’s Objectives 

Washoe has state-of-the-art cultivation, extraction, processing, and distribution capabilities and specializes 
in craft cannabis and a range of premium cannabis-infused THC and CBD blended products. These products are 
specifically created to meet the needs of its patients and recreational customers alike. Washoe’s objectives have 
been to grow its business by expanding its cultivation footprint, creating a recognizable brand, and a strategic multi-
format marketing plan. Given the strong growth in the Nevada cannabis market, management believes that 
expanding Washoe’s cultivation footprint whole also investing in more advanced marketing are particularly 
attractive.  

Results of Operations 

Annual Results of Operations 
($ in millions) 12 months ended December 31, 

2017 2016 2015 
Revenue  6.1  1.9  -- 
Cost of Goods Sold1  4.9  3.3  1.2 
Gross Profits2  1.4  2.8  0.7 
General and Administrative Expenses 3.1  0.8  0.6 
Sales and Marketing Expense 0.3  0.1  0.0 
Income (loss) from operations (0.4)  1.6  (0.1) 
Net income (loss) (3.6)  2.3  (0.7) 

Total Assets 21.8 12.0 6.4 
Current Liabilities 2.5 0.6 0.2 

1 Before biological asset adjustment. 
2 Before biological asset adjustment. 



Total Liabilities 22.7 9.5 6.3 
Total Net Assets (0.9) 2.4 0.2 

Revenue  
2017 

For the year ended December 31, 2017, revenue was $6.1 million, which represents an increase of $4.2 
million or 221.1% from the prior year amount of $1.9 million. This change was primarily driven by increased 
demand from the launch of Nevada’s legal adult-use program in July 2017.  

2016 

For the year ended December 31, 2016, revenue was $1.9 million, which represents an increase of $1.9 
million from the prior year amount of $0.0 million. This increase was driven by Washoe’s commencement of sales 
in 2016.  

Cost of Goods Sold (Before Biological Asset Adjustment) 
2017 

For the year ended December 31, 2017, cost of goods sold was $3.3 million, which represents an increase 
of $2.1 million or 175.0% from the prior year amount of $1.2 million. This increase was driven by the increased 
demand on Washoe’s cultivation, extraction, manufacturing, and production operations from the launch of 
Nevada’s legal adult-use program in July 2017.  

2016 

For the year ended December 31, 2016, cost of goods sold was $1.2 million, which represents an increase 
of $1.2 million from the prior year amount of $0.0 million. This increase was driven by Washoe’s increased 
cultivation, extraction, manufacturing, and production activity to support its first sales.  

General and Administrative Expenses 
2017 

For the year ended December 31, 2017, general and administrative expenses were $0.8 million, which 
represents an increase of $0.2 million or 33.3% from the prior year amount of $0.6 million. This increase was 
driven by higher costs to support Washoe’s sales growth.  

2016 

For the year ended December 31, 2016, general and administrative expenses were $0.6 million, which 
represents an increase of $0.0 million or 0.0% from the prior year amount of $0.6 million. This increase was driven 
by higher costs to enable Washoe’s first sales in 2016.  

Sales and Marketing Expenses 
2017 

For the year ended December 31, 2017, sales and marketing expenses were $0.1 million, which represents 
an increase of $0.1 million from the prior year amount of $0.0 million. This increase was driven by activity 
supporting Washoe’s wholesale operations.  

2016 

For the year ended December 31, 2016, sales and marketing expenses were $0.0 million, which represents 
an increase of $0.0 million from the prior year amount of $0.0 million. Washoe did not dedicate material resources 
to sales and marketing operations in 2015 or 2016. 



Quarterly Results of Operations 
($ in millions) 3 months ended September 30, 9 months ended September 30, 

2018 2017 2018 2017 
Revenue  2.2  1.9  5.6 5.0 
Cost of Goods Sold3  1.2  1.5  2.8  3.8 
Gross Profits4  1.1  0.3  2.8  1.2 
General and Administrative Expenses  0.1  0.3  0.6  0.6 
Sales and Marketing Expense  0.0  0.0  0.1  0.1 
Income from operations  0.9  0.2  2.4  0.8 
Net income   1.4  0.9  3.6  1.0 

Revenue 

For the three months ended September 30, 2018, revenue was $2.2 million, which represents an increase 
of $0.3 million or 15.8% from the prior year amount of $1.9 million. This increase is primarily due to increased 
demand from the launch of Nevada’s legal adult-use program in July 2017 and Washoe’s increased cultivation 
footprint.  

For the nine months ended September 30, 2018, revenue was $5.6 million, which represents an increase of 
$0.6 million or 12.0% from the prior year amount of $5.0 million. This increase is primarily due to increased 
demand from the launch of Nevada’s legal adult-use program in July 2017 and Washoe’s increased cultivation 
footprint.  

Cost of Goods Sold (Before Biological Asset Adjustment) 

For the three months ended September 30, 2018, cost of goods sold was $1.2 million, which represents a 
change of $(0.3) million or (20.0%) from the prior year amount of $1.5 million. This decrease is primarily due to 
the reversal of a buildup that occurred the prior year in anticipation of the launch of Nevada’s legal adult-use 
regime in July 2017 and is offset by Washoe’s increased cultivation footprint.  

For the nine months ended September 30, 2018, cost of goods sold was $2.8 million, which represents a 
change of $(1.0) million or (26.3%) from the prior year amount of $3.8 million. This decrease is primarily due to 
the reversal of a buildup that occurred the prior year in anticipation of the launch of Nevada’s legal adult-use 
regime in July 2017 and is offset by Washoe’s increased cultivation footprint.  

General and Administrative Expenses 

For the three months ended September 30, 2018, general and administrative expenses were $0.1 million, 
which represents a change of $(0.2) million or (66.7%) from the prior year amount of $0.3 million. This decrease is 
largely due to a reduction salaries and benefits offset by increased operating costs from increased demand and 
Washoe’s larger cultivation footprint.  

For the nine months ended September 30, 2018, general and administrative expenses were $0.6 million, 
which represents a decrease of $(0.0) million from the prior year amount of $0.6 million. This level of spending is 
largely due to a reduction in salaries and benefits offset by increased operating costs from increased demand and 
Washoe’s larger cultivation footprint.  

3 Before biological asset adjustment. 
4 Before biological asset adjustment. 



Sales and Marketing Expenses 

For the three months ended September 30, 2018, sales and marketing expenses were $0.0 million, which 
represents an increase of $0.0 million from the prior year amount of $0.0 million. Washoe did not dedicate material 
resources to sales and marketing operations in 2017 or 2018.  

For the nine months ended September 30, 2018, sales and marketing expenses were $0.1 million, which 
represents an increase of $0.0 million from the prior year amount of $0.1 million. Washoe did not dedicate material 
resources to sales and marketing operations in 2017 or 2018  

Liquidity and Capital Resources 

Overview 

Historically, Washoe’s primary source of liquidity has been borrowing funds from its owners. Today, 
Washoe generates positive cash flow from its operations, and expects to continue to do so, and this cash flow is its 
principal source of liquidity.  

Financial Condition 

Cash Flows 

The following table summarizes Washoe’s consolidated statement of cash flows from continuing 
operations:  
($ in millions) 9 months ended September 30,  12 months ended December 31,  

2018 2017 2017 2016 2015 
Cash provided by (used in) 

Operating activities  2.3  1.1  1.7  (1.2)  (1.0) 

Investing activities  (1.5)  (2.8)  (3.2)  (0.5)  (3.2) 

Financing activities  (1.8)  2.9  2.8  1.7  4.2 

Net Change in Cash  (0.9)  1.3  1.3  0.0  (0.0) 

Cash Balance, Beginning  1.4  0.1  0.1  0.1  0.1 

Cash Balance, Ending  0.5  1.4  1.4  0.1  0.1 

Cash Flow Provided by Operating Activities 

Cash flow from operating activities increased by $1.2 million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This increase was primarily driven by the increase in sales and was 
partially offset by shifting working capital needs related to the increase in sales.  

Cash flow from operating activities increased by $2.9 million in 2017 compared to 2016. This increase was 
primarily driven by the increase in sales and was partially offset by shifting working capital needs related to the 
increase in sales.  

Cash flow from operating activities changed by $(0.2) million in 2016 compared to 2015. This decrease 
was primarily driven by increased operating costs related to the commencement of sales.   

Cash flow from operating activities in 2015 is $(1.0) million. 



Cash Flow Provided by (Used in) Investing Activities 

Cash flow from investing activities increased by $1.5 million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This increase was driven by dividends paid on an investment in an 
associated company and decreased spending on facilities in 2018.  

Cash flow from investing activities changed by $(2.7) million in 2017 compared to 2016. This decrease was 
primarily driven by increased spending on facilities.  

Cash flow from investing activities increased by $2.7 million in 2016 compared to 2015. This increase was 
driven by decreased spending on facilities in 2018.   

Cash flow from investing activities in 2015 is $(3.2) million. This was primarily driven by investments in 
facilities.  

Cash Flow Provided by (Used in) Financing Activities 

Cash flow from financing activities changed by $(4.9) million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This decrease was due to an increase in distributions and was offset by 
members’ contributions.  

Cash flow from financing activities increased by $1.1 million in 2017 compared to 2016. This increase was 
primarily driven by an increase in net borrowing.  

Cash flow from financing activities changed by $(2.5) million in 2016 compared to 2015. This decrease 
was primarily driven by a decrease in net borrowing   

Cash flow from financing activities in 2015 is $4.2 million. This was primarily driven by net borrowing. 

As previously noted, Washoe’s primary capital resource is cash flow generated from operations. Washoe 
does not have any other committed sources of financing or significant capital expenditure commitments.  

Contractual Obligations 

Washoe has contractual obligations to make future payments, including debt agreements and lease 
agreements with a related party. The following table summarizes these obligations as of September 30, 2018: 

Remaining Amount Due by Period 

Total 2018 2019 2020-2021 After 2021 
Debt 8,276,340 5,377 70,156 192,444 8,008,363 
Operating Leases 852,423 59,061 243,336 508,790 41,236 
Management Fees 1,280,000 120,000 480,000 680,000 – 
Total Contractual Obligations 10,408,763 184,438 793,492 1,381,234 8,049,599 

Transactions with Related Parties 

The leasing arrangement with a related party is disclosed in Contractual Obligations section above. 

Included in other income for the nine months ended September 30, 2018 are management fees of $125,000 
received from a related party. 

During the period ended September 30, 2018, sales of $1,413,286 made to a related party is included in 
revenue and purchase of $627,618 from a related corporation is included in cost of goods sold.   

No advance from a related party was outstanding at September 30, 2018, but $150,190 was outstanding as 
of December 31, 2017. Such advance is unsecured, interest free and is repayable on demand.  

During the nine months ended September 30, 2018 management fees of $160,000 were paid to a related 
party under consulting agreements. 

Key management that are related parties received compensation of $87,215 during the nine months ended 
September 30, 2018.   



Critical Accounting Estimates 

Critical Accounting Judgments and Estimates 

The application of Washoe’s accounting policies requires management to use estimates and judgments that 
can have significant effect on the revenues, expenses, comprehensive income, assets and liabilities recognized and 
disclosures made in the consolidated financial statements. Management’s best estimates concerning the future are 
based on the facts and circumstances available at the time estimates are made and are based on a variety of factors 
including historical experience, general economic conditions and assumptions regarding probable future outcomes. 
These estimates and their underlying assumptions are reviewed periodically and the effects of any changes are 
recognized immediately. Actual results could differ from these estimates.   

The following areas require management’s critical estimates and judgments: 

Biological Assets and Inventory 

In calculating the value of the inventory, management is required 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, average or 
expected selling prices and list prices, expected yields for the cannabis plants, and oil conversion factors. In 
calculating final inventory values, management compares the inventory costs to estimated net realizable value. 

Estimated Useful Lives and Depreciation of Property, Plant and Equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful 
lives, which are determined through the exercise of judgements. 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. 

Valuation, Estimated Life and Impairment of Intangible Assets 

Management used significant judgment in valuing the fair value of intangible assets, estimating the useful 
lives and impairment. Intangible assets that have indefinite useful lives are not subject to amortization and are tested 
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be 
impaired. 

Changes in Accounting Policies Including Adoption 

Changes in Accounting Policies 

There were no significant changes in accounting policies the nine months ended September 30, 2018. 
Washoe’s significant accounting policies are described in notes entitled “Summary of Significant Accounting 
Policies” to Washoe’s audited and unaudited consolidated financial statements.  

Accounting Standards Issued but not yet Effective 

The following new standards and interpretations have been adopted by Washoe and are described in the 
notes entitled “Changes in Accounting Standards” to Washoe’s audited and unaudited consolidated financial 
statements: 

• IFRS 9 - Financial Instruments adopted effective from January 1, 2018; the adoption did not result
in any material change. 

• IFRS 15 - Revenue from Contracts with Customers adopted effective from January 1, 2018; the
adoption did not result in any material change. 

• Amendments to IAS 16 and IAS 41, Bearer Plants implemented on January 1, 2016; the
amendments are consistent with Washoe’s accounting practices.

The following new standards and interpretations are not yet effective and are described in the notes 
entitled “Changes in Accounting Standards” to Washoe’s audited and unaudited consolidated financial 
statements: 



• IFRS 16 - Leases effective for annual periods beginning on or after January 1, 2019; Washoe plans
to adopt the requirements in 2019 and is currently evaluating the impact adopting the standard will
have on its consolidated financial statements.

Financial Instruments and Other Instruments 

Fair Value of Financial Instruments 

Washoe’s financial instruments consist of cash and cash equivalents, accounts receivable, advance(s) to 
a related party, trade payables, accrued liabilities, advance(s) from a related party, and debts payable.  

All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 – inputs are quoted prices in active markets for identical assets or liabilities at the measurement
date.

• Level 2 – inputs are observable inputs other than quoted prices included within Level 1, such as quoted
prices for similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in
markets that are not active, or other inputs that are observable directly or indirectly.

• Level 3 – inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own
assumptions and are not based on observable market data.

As of September 30, 2018 cash and cash equivalents were classified as Level 1. For other financial assets 
and financial liabilities, the carrying amount is considered a reasonable approximation of fair value. 

Other Risks and Uncertainties 

Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. Financial instruments which potentially subject Washoe to concentrations of credit risk 
consist of cash and cash equivalents and accounts receivable. The cash and cash equivalents consist mainly of short-
term money market deposits. Washoe has deposited the cash equivalents with a major highly reputable U.S. bank. 
For its accounts receivable, Washoe ensures to deal with creditworthy customers. As at September 30, 2018 and 
December 31, 2017 the maximum amount exposed to credit risks was $622,760 and $1,566,235, respectively. 

Liquidity Risk 

Liquidity risk is the risk that Washoe is unable to generate or obtain sufficient cash or its equivalents in a 
cost-effective manner to fund its obligations as they come due. Washoe’s approach to managing liquidity risk is to 
ensure that it will have sufficient liquidity to meet liabilities when due. Washoe manages liquidity risk through 
obtaining financing from its members and third parties. As at September 30, 2018, all trade payables and accrued 
liabilities are due within a year, whereas, long term debts over a period of five years. 
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APPENDIX J – CANOPY AUDITED FINANCIAL STATEMENTS 
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MANAGEMENT'S RESPONSIBILITY FOR  
CONSOLIDATED FINANCIAL REPORTING 

 
Management's Responsibility  
 
To the Members of The Canopy NV LLC: 
 
The accompanying consolidated financial statements and other financial information in this report were prepared 
by management of The Canopy NV LLC ("the Company"), reviewed by the Audit Committee and approved by the 
Board of Directors. 
 
Management is responsible for the consolidated financial statements and believes that they fairly present the 
Company's consolidated financial condition and results of operation in conformity with International Financial 
Reporting Standards. Management has included in the Company's consolidated financial statements amounts based 
on estimates and judgments that it believes are reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the 
financial records are reliable and form a proper basis for the timely and accurate preparation of consolidated 
financial statements. Consistent with the concept of reasonable assurance, the Company recognizes that the relative 
cost of maintaining these controls should not exceed their expected benefits. Management further assures the 
quality of the financial records through careful selection and training of personnel and through the adoption and 
communication of financial and other relevant policies. 
 
These consolidated financial statements have been audited by the Company's auditors, Macias Gini &O'Connell 
LLP, and their report is presented herein. 
 
December 3, 2018 
 
 
 
 
“Mark Pitchford”  (signed)          “Lilian Yohn”  (signed) 
Chief Executive Officer          Chief Financial Officer 
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MANAGEMENT'S RESPONSIBILITY FOR  
UNAUDITED CONDENSED INTERIM CONSOLIDATED FINANCIAL REPORTING 

 
Management's Responsibility  
 
To the Members of The Canopy NV LLC: 
 
The accompanying unaudited condensed interim consolidated financial statements and other financial information 
in this report were prepared by management of The Canopy NV LLC ("the Company"), reviewed by the Audit 
Committee and approved by the Board of Directors. 
 
Management is responsible for the unaudited condensed interim consolidated financial statements and believes that 
they fairly present the Company's unaudited condensed interim consolidated financial condition and results of 
operation in conformity with International Financial Reporting Standards. Management has included in the 
Company's unaudited condensed interim consolidated financial statements amounts based on estimates and 
judgments that it believes are reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the 
financial records are reliable and form a proper basis for the timely and accurate preparation of consolidated 
financial statements. Consistent with the concept of reasonable assurance, the Company recognizes that the relative 
cost of maintaining these controls should not exceed their expected benefits. Management further assures the 
quality of the financial records through careful selection and training of personnel and through the adoption and 
communication of financial and other relevant policies. 
 
 
December 3, 2018 
 
 
 
 
“Mark Pitchford”  (signed)          “Lilian Yohn”  (signed) 
Chief Executive Officer          Chief Financial Officer 
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APPENDIX L – MANAGEMENT’S DISCUSSION & ANALYSIS OF CANOPY 



Management’s Discussion and Analysis – The Canopy NV, LLC 

Overview 

The Canopy NV, LLC (“Canopy”) is a leading owner and operator of cannabis dispensaries in Nevada, 
with an established footprint in Reno, NV. Canopy operates in both the medical and adult-use segments of the 
Nevada cannabis market. 

Major Business Lines and Geographies 

Canopy views its financial results under the retail dispensary operations business line. Canopy generates 
all of its revenue in the State of Nevada.  

Retail Dispensary Operations 

Canopy is a licensed dispensary operator with two retail locations in Reno, NV. 

Canopy generates revenue by purchasing wholesale cannabis and cannabis products and selling those 
products at its two retail locations. 

Geographic Areas 

All of Canopy’s revenue is derived from the Nevada cannabis market. 

Market Update and Canopy’s Objectives 

Canopy currently operates two premiere dispensaries in Reno, NV, which were named Best Dispensary in 
Reno in 2017 and 2018 by the Reno News and Review and the Reno Gazette Journal. Canopy has focused on 
offering highly exclusive quality products at competitive prices coupled with excellent customer service from a staff 
known for being especially knowledgeable. Canopy’s objectives have been to grow its business through better 
service and product selection and expanding to additional locations. Given the strong growth in the Nevada cannabis 
market, management believes that expanding to new locations is particularly attractive. 

Annual Results of Operations 
($ in millions) 12 months ended  The period ended  

December 31, 2017 December 31, 2016 
Revenue 7.1 -- 
Cost of Goods Sold   3.5  -- 
Gross Profits  3.6  -- 
General and Administrative Expenses  1.5  0.2 
Sales and Marketing Expense  0.2  0.0 
(Loss) income from operations  1.8  (0.2) 
Net (loss) income  1.8  (0.2) 

Total Assets  3.6  1.7 
Current Liabilities  0.4  -- 
Total Liabilities  3.6  1.7 
Total Net Assets  3.5  -- 



Revenue 
2017 

For the year ended December 31, 2017, revenue was $7.1 million, which represents an increase of $7.1 
million from the prior year amount of $0.0 million. The increase was driven by the opening of Canopy’s 
dispensaries during 2017.  

2016 

For the period ended December 31, 2016, revenue was $0.0 million. 

Cost of Goods Sold 
2017 

For the year ended December 31, 2017, cost of goods sold was $3.5 million, which represents an increase 
of $3.5 million from the prior year amount of $0.0 million. The increase was driven by the opening of Canopy’s 
dispensaries during 2017.  

2016 

For the period ended December 31, 2016, cost of goods sold was $0.0 million. 

General and Administrative Expenses 
2017 

For the year ended December 31, 2017, general and administrative expenses were $1.5 million, which 
represents an increase of $1.3 million or 650.0% from the prior year amount of $0.2 million. The increase was 
driven by the opening of Canopy’s dispensaries during 2017. 

2016 

For the period ended December 31, 2016, general and administrative expenses were $0.2 million. 

Sales and Marketing Expenses 
2017 

For the year ended December 31, 2017, sales and marketing expenses were $0.2 million, which represents 
an increase of $0.2 million from the prior year amount of $0.0 million. The increase was driven by activity 
supporting Canopy’s retail operations. 

2016 

For the period ended December 31, 2016, sales and marketing expenses were $0.0 million. 

Quarterly Results of Operations  
($ in millions) 

 
3 months ended September 30, 9 months ended September 30, 

2018 2017 2018 2017 
Revenue  3.0  3.6  8.2  4.1 
Cost of Goods Sold  1.4  1.6  3.9  2.0 
Gross Profits  1.6  2.0  4.3  2.1 
General and Administrative Expenses  0.5  0.6  1.3  1.0 
Sales and Marketing Expense  0.1  0.1  0.2  0.1 
Income (loss) from operations  0.9  1.3  2.4  0.8 
Net income (loss)   0.9  1.3  2.4  0.8 



Revenue 

For the three months ended September 30, 2018, revenue was $3.0 million, which represents a change of 
$(0.6) million or (16.7%) from the prior year amount of $3.6 million. This decrease is primarily due to a partial 
reversal of a large spike in demand the prior year from the launch of Nevada’s legal adult-use program in July 2017 
and is partially offset by the opening of Canopy’s second adult-use dispensary in August 2018.  

For the nine months ended September 30, 2018, revenue was $8.2 million, which represents an increase of 
$4.1 million or 100.0% from the prior year amount of $4.1 million. The increase was driven by the opening of 
Canopy’s dispensaries during 2017 and 2018 and the launch of Nevada’s legal adult-use regime in July 2017. 

Cost of Goods Sold 

For the three months ended September 30, 2018, cost of goods sold was $1.4 million, which represents a 
change of $(0.2) million or (12.5%) from the prior year amount of $1.6 million. This decrease is primarily due to 
the reversal of a buildup that occurred the prior year in anticipation of the launch of Nevada’s legal adult-use 
regime in July 2017 and is partially offset by the opening of Canopy’s second dispensary in August 2018.  

For the nine months ended September 30, 2018, cost of goods sold was $3.9 million, which represents an 
increase of $1.9 million or 95.0% from the prior year amount of $2.0 million. The increase was driven by the 
opening of Canopy’s dispensaries during 2017 and 2018 and the launch of Nevada’s legal adult-use regime in July 
2017. 

General and Administrative Expenses 

For the three months ended September 30, 2018, general and administrative expenses were $0.5 million, 
which represents a change of $(0.1) million or (16.7%) from the prior year amount of $0.6 million. This decrease 
was due to the reversal of increased spending to support Canopy’s dispensaries beginning legal adult-use sales in 
July 2017 and is partially offset by the opening of Canopy’s second adult-use dispensary in August 2018.  

For the nine months ended September 30, 2018, general and administrative expenses were $1.3 million, 
which represents an increase of $0.3 million or 30.0% from the prior year amount of $1.0 million. The increase 
was driven by the opening of Canopy’s dispensaries during 2017 and 2018 and the launch of Nevada’s legal adult-
use regime in July 2017.  

Sales and Marketing Expenses 

For the three months ended September 30, 2018, sales and marketing expenses were $0.1 million, which 
represents an increase of $0.0 million from the prior year amount of $0.1 million.  

For the nine months ended September 30, 2018, sales and marketing expenses were $0.2 million, which 
represents an increase of $0.1 million or 100.0% from the prior year amount of $0.1 million. The increase was 
driven by activity supporting Canopy’s retail operations.  

Liquidity and Capital Resources 

Overview 
Historically, Canopy’s primary source of liquidity has been capital contributions from its owners. Today, 

Canopy generates positive cash flow from its operations, and expects to continue to do so, and this cash flow is its 
principal source of liquidity. 



Financial Condition 

Cash Flows 

The following table summarizes Canopy’s consolidated statement of cash flows from continuing 
operations:  
($ in millions) 9 months ended September 30, 12 months ended  The period ended 

2018 2017 December 31, 2017 December 31, 2016 
Cash provided by (used in) 

Operating activities  1.9  0.7  1.2  (0.2) 
Investing activities  (1.0)  (0.1)  (0.2)  (0.2) 
Financing activities  (1.6)  0.1  (0.2)  0.4 

Net Change in Cash  (0.7)  0.7  0.8  -- 
Cash Balance, Beginning  0.8  --  --  -- 
Cash Balance, Ending  0.2  0.7  0.8  -- 

Cash Flow Provided by Operating Activities 

Cash flow from operating activities increased by $1.2 million for the nine-month period ended September 
30, 2018 compared to September 30, 2017. This increase was primarily driven by the increase in sales and was 
partially offset by higher working capital needs consistent with the increase in demand.  

Cash flow from operating activities increased by $1.4 million in 2017 compared to 2016. This increase was 
primarily driven by the increase in sales and was partially offset by higher working capital needs consistent with the 
increase in demand.   

Cash flow from operating activities in 2016 is $(0.2) million. 

Cash Flow Provided by (Used in) Investing Activities 

Cash flow from investing activities changed by $(0.9) million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This decrease primarily reflects spending to support the opening of an 
additional adult-use dispensary accounted for the majority of this increase.  

Cash flow from investing activities increased by $0.0 million in 2017 compared to 2016. This reflects 
continued spending to support the opening of an additional adult-use dispensary and advances to related companies 
were partially offset by reduced spending related to licenses.  

Cash flow from investing activities in 2016 is $(0.2) million. 

Cash Flow Provided by (Used in) Financing Activities 

Cash flow from financing activities changed by $(1.7) million for the nine month period ended September 
30, 2018 compared to September 30, 2017. Distributions of excess cash made up the entirety of cash used in 
financing activities for the period ended September 30, 2018.  

Cash flow from financing activities changed by $(0.6) million in 2017 compared to 2016. This change was 
driven by distributions of excess cash and reduction in capital contributions.  

Cash flow from financing activities in 2016 is $0.4 million. 

As previously noted, Canopy’s primary capital resource is cash flow generated from operations. Canopy 
does not have any other committed sources of financing or significant capital expenditure commitments.  

Contractual Obligations 

Canopy has contractual obligations to make future payments, including debt agreements and lease 
agreements with a related party. The following table summarizes these obligations as of September 30, 2018: 



Remaining Amount Due by Period 

Total 2018 2019 2020-2021 After 2021 
Operating Leases 1,275,651 89,877 370,296 774,242 41,236 
Management Fees 1,920,000 180,000 720,000 1,020,000 – 
Total Contractual Obligations 3,195,651 269,877 1,090,296 1,794,242 41,236 

Transactions with Related Parties 

The leasing arrangement with a related party is disclosed in the Contractual Obligations section above. 

Canopy purchases a substantial portion of its inventory from a related party. These purchases are made at 
arms-length rates, in line with rates charged to third party customers of the related party. 

During the nine months ended September 30, 2018 management fees of $125,000 were paid to a related 
party under a management agreement.  

During the nine months ended September 30, 2018 management fees of $241,848 were paid to a related 
party under consulting agreements.  

No advance from a related party was outstanding at September 30, 2018, but $150,190 was outstanding as 
of December 31, 2017. Such advance is unsecured, interest free and is repayable on demand.  

Critical Accounting Estimates 

Critical Accounting Judgments and Estimates 
The application of Canopy’s accounting policies requires management to use estimates and judgments that 

can have significant effect on the revenues, expenses, comprehensive income, assets and liabilities recognized and 
disclosures made in the consolidated financial statements. Management’s best estimates concerning the future are 
based on the facts and circumstances available at the time estimates are made and are based on a variety of factors 
including historical experience, general economic conditions and assumptions regarding probable future outcomes. 
These estimates and their underlying assumptions are reviewed periodically and the effects of any changes are 
recognized immediately. Actual results could differ from these estimates.   

The following areas require management’s critical estimates and judgments: 

Estimated Useful Lives and Depreciation of Property, Plant and Equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful 
lives, which are determined through the exercise of judgments. 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. 

Valuation, Estimated Life and Impairment of Intangible Assets 

Management used significant judgment in valuing the fair value of intangible assets, estimating the useful 
lives and impairment. Intangible assets that have indefinite useful lives are not subject to amortization and are tested 
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be 
impaired. 

Changes in Accounting Policies Including Adoption 

Changes in Accounting Policies 

There were no significant changes in accounting policies the nine months ended September 30, 2018. 
Canopy’s significant accounting policies are described in notes entitled “Summary of Significant Accounting 
Policies” to Canopy’s audited and unaudited consolidated financial statements.  



Accounting Standards Issued but not yet Effective 

The following new standards and interpretations have been adopted by Canopy and are described in the 
notes entitled “Changes in Accounting Standards” to Canopy’s audited and unaudited consolidated financial 
statements: 

• IFRS 9 - Financial Instruments adopted effective from January 1, 2018; the adoption did not result
in any material change. 

• IFRS 15 - Revenue from Contracts with Customers adopted effective from January 1, 2018; the
adoption did not result in any material change. 

The following new standards and interpretations are not yet effective and are described in the notes 
entitled “Changes in Accounting Standards” to Canopy’s audited and unaudited consolidated financial 
statements: 

• IFRS 16 - Leases effective for annual periods beginning on or after January 1, 2019; Canopy plans
to adopt the requirements in 2019 and is currently evaluating the impact adopting the standard will
have on its consolidated financial statements.

Financial Instruments and Other Instruments 

Fair Value of Financial Instruments 

Canopy’s financial instruments consist of cash, accounts receivable, advance(s) to a related party, trade 
payables, accrued liabilities, advance(s) from a related party, and debts payable.  

All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorized within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 – inputs are quoted prices in active markets for identical assets or liabilities at the measurement
date

• Level 2 – inputs are observable inputs other than quoted prices included within Level 1, such as quoted
prices for similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in
markets that are not active, or other inputs that are observable directly or indirectly

• Level 3 – inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own
assumptions and are not based on observable market data

As of September 30, 2018 cash was classified as Level 1. For other financial assets and financial liabilities, 
the carrying amount is considered a reasonable approximation of fair value. 

Other Risks and Uncertainties 

Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. Financial instruments, which potentially subject Canopy to concentrations of credit risk 
consist of cash and an advance to a related company. As at September 30, 2018 and December 31, 2017 the 
maximum amount exposed to credit risks was $168,370 and $821,928, respectively.  

Liquidity Risk 

Liquidity risk is the risk that Canopy is unable to generate or obtain sufficient cash or its equivalents in a 
cost-effective manner to fund its obligations as they come due. Canopy’s approach to managing liquidity risk is to 
ensure that it will have sufficient liquidity to meet liabilities when due. Canopy manages liquidity risk through 
obtaining financing from its members. As at September 30, 2018, all trade payables, due to a related corporation and 
accrued liabilities are due within a year. 



M-1 

APPENDIX M – SIRA AUDITED FINANCIAL STATEMENTS 



�������������	���
���������
������������������������������������������
������	�����	������������������������������������������������������



� ������������	�
��������������������������������������
�����
�������� ����!�����"���#�����$�����%&��������'�(&�������������%&����#��������������� � � � )���� �%�� �����* ��&�$����%&���� � � � � � � � � +,-������������������������ ./0/1213/4�56�78303980:�;548/853� � � � � � <�� �� ./0/1213/4�56�=>1?0/8534� � � @�� �� ./0/1213/4�56�AB03C14�83�D1/�E441/4����� � � � � � F�� �� ./0/1213/4�56�A04B�7:5G4� � � � � � � H���&�����&��I����������������������� � � � � � � J,+F



 

1 

MANAGEMENT'S RESPONSIBILITY FOR  
FINANCIAL REPORTING 

 
Management's Responsibility  
 
To the Members of Sira Naturals, Inc. 
 
The accompanying financial statements and other financial information in this report were prepared by management 
of Sira Naturals, Inc. ("the Company"), reviewed by the Audit Committee and approved by the Board of Directors. 
 
Management is responsible for the financial statements and believes that they fairly present the Company's financial 
condition and results of operation in conformity with International Financial Reporting Standards. Management has 
included in the Company's financial statements amounts based on estimates and judgments that it believes are 
reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the financial 
records are reliable and form a proper basis for the timely and accurate preparation of financial statements. Consistent 
with the concept of reasonable assurance, the Company recognizes that the relative cost of maintaining these controls 
should not exceed their expected benefits. Management further assures the quality of the financial records through 
careful selection and training of personnel and through the adoption and communication of financial and other 
relevant policies. 
 
These financial statements have been audited by the Company's auditor, Macias Gini & O'Connell, LLP, and their 
report is presented herein. 
 
December 7, 2018 
 
 
 
 
“Michael Dundas” (signed)      “Eric Wardrop” (signed) 
Chief Executive Officer      Chief Financial Officer 
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APPENDIX N – SIRA UNAUDITED INTERIM FINANCIAL STATEMENTS 
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MANAGEMENT'S RESPONSIBILITY FOR  
FINANCIAL REPORTING 

 
Management's Responsibility  
 
To the Members of Sira Naturals, Inc.: 
 
The accompanying unaudited condensed interim financial statements and other financial information in this report 
were prepared by management of Sira Naturals, Inc. ("the Company"), reviewed by the Audit Committee and 
approved by the Board of Directors. 
 
Management is responsible for the unaudited condensed interim financial statements and believes that they fairly 
present the Company's financial condition and results of operation in conformity with International Financial 
Reporting Standards. Management has included in the Company's unaudited condensed interim financial statements 
amounts based on estimates and judgments that it believes are reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes that it has 
established appropriate systems of internal accounting control which provide reasonable assurance that the financial 
records are reliable and form a proper basis for the timely and accurate preparation of the unaudited condensed 
interim financial statements. Consistent with the concept of reasonable assurance, the Company recognizes that the 
relative cost of maintaining these controls should not exceed their expected benefits. Management further assures the 
quality of the financial records through careful selection and training of personnel and through the adoption and 
communication of financial and other relevant policies. 
 
December 7, 2018 
 
 
 
 
“Michael Dundas” (signed)       “Eric Wardrop” (signed) 
Chief Executive Officer       Chief Financial Officer 
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APPENDIX O – MANAGEMENT’S DISCUSSION & ANALYSIS OF SIRA 



Management’s Discussion and Analysis – Sira Naturals, Inc. 
Overview 

Sira Naturals, Inc. (“Sira”) is a vertically-integrated cannabis company operating in the Massachusetts 
cannabis market. 

Major Business Lines and Geographies 

Sira views its financial results under one business line (cannabis cultivation, production, and sales). Sira 
generates all of its revenue in the State of Massachusetts.  

 Cannabis Cultivation, Production, and Sales 

Sira is a licensed, integrated cannabis operator with cultivation, extraction, production, manufacturing, 
distribution and retail dispensary operations. Sira’s business is growing cannabis and selling both raw cannabis and 
other cannabis products at its dispensary locations in Cambridge, Somerville and Needham, MA. 

Sira generates revenue by selling its products both to its own and third-party dispensaries in 
Massachusetts, including both raw cannabis, cannabis oil, and cannabis consumer goods. 

Geographic Areas 

All of Sira’s revenue is derived from the Massachusetts cannabis market. 

Market Update and Sira’s Objectives 

Sira has a state-of-the-art cultivation, extraction, processing, and distribution capabilities and thee retail 
dispensaries in key locations. Sira’s objectives have been to grow its business by expanding its cultivation footprint 
to meet the expected increase in demand from the expected upcoming legalization of adult-use cannabis under 
Massachusetts state law. Given the anticipated commencement of legal adult-use sales in Massachusetts in the near-
to-medium term, management believes that expanding Sira’s cultivation footprint is particularly attractive. 

Annual Results of Operations 
($ in millions) 12 months ended December 31, 

2017 2016 2015 
Revenue 6.3  --   -- 
Cost of Goods Sold1  4.9  --  -- 
Gross Profits2  1.4  --  -- 
General and Administrative Expenses 3.1 2.4 1.9 
Sales and Marketing Expense 0.3  --  -- 
(Loss) income from operations (0.4) 6.2 (1.9) 
Net (loss) income (3.6) 5.5 (2.5) 

Total Assets 21.8 18.1 2.6 
Current Liabilities 2.5 1.0 1.0 
Total Liabilities 22.7 15.4 5.4 
Total Net Assets (0.9) 2.7 (2.8) 

1 Before biological asset adjustment 
2 Before biological asset adjustment 



Revenue 
2017 

For the year ended December 31, 2017, revenue was $6.3 million, which represents an increase of $6.3 
million from the prior year amount of $0.0 million. This increase was driven by the opening of each of Sira’s 
medical dispensaries in Cambridge, Somerville and Needham and the commencement of Sira’s retail and 
wholesale operations during 2017. 

2016 

For the year ended December 31, 2016, revenue was $0.0 million, which represents no change from the 
prior year amount of $0.0 million. There were no sales activities in 2015 or 2016.  

Cost of Goods Sold (Before Biological Asset Adjustment) 
2017 

For the year ended December 31, 2017, cost of goods sold was $4.9 million, which represents an increase 
of $4.9 million from the prior year amount of $0.0 million. This increase was driven by the increased demand 
placed on Sira’s cultivation, extraction, manufacturing, and production operations in order to support sales at Sira’s 
dispensaries and in the wholesale market. 

2016 

For the year ended December 31, 2016, cost of goods sold was $0.0 million, which represents no change 
from the prior year amount of $0.0 million. There were no sales activities in 2015 or 2016.  

General and Administrative Expenses 
2017 

For the year ended December 31, 2017, general and administrative expenses were $3.1 million, which 
represents an increase of $0.7 million or 29.2% from the prior year amount of $2.4 million. This increase was 
driven by higher operating costs resulting from (i) Sira’s cultivation, extraction, manufacturing, and production 
operations required to support Sira’s dispensaries (all three of which opened in 2017), and (ii) the operating costs 
resulting from such dispensaries and commencement of wholesale operations.  

2016 

For the year ended December 31, 2016, general and administrative expenses were $2.4 million, which 
represents an increase of $0.5 million or 26.3% from the prior year amount of $1.9 million. This increase was 
driven by higher operating costs resulting from Sira’s cultivation, extraction, manufacturing, and production 
operations required to support the anticipated opening of its dispensaries and commencement of wholesale 
operations in 2017.  

Sales and Marketing Expenses 
2017 

For the year ended December 31, 2017, sales and marketing expenses were $0.3 million, which represents 
an increase of $0.3 million from the prior year amount of $0.0 million. The increase was driven by activity 
supporting Sira’s newly commenced retail and wholesale operations in 2017.  

2016 

For the year ended December 31, 2016, sales and marketing expenses were $0.0 million, which represents 
no change from the prior year amount of $0.0 million. There were no sales or marketing activities in 2015 or 2016.  



Quarterly Results of Operations 

($ in millions) 3 months ended September 30, 9 months ended September 30, 
2018 2017 2018 2017 

Revenue     4.3     2.0  11.9     3.2 
Cost of Goods Sold3    2.1    1.2     5.1     3.5 
Gross Profits4     2.2     0.8     6.8   (0.3) 
General and Administrative Expenses     1.6     0.8     4.4     2.6 
Sales and Marketing Expense     0.1     0.1     0.3     0.2 
Income (loss) from operations 1.5 1.9 (0.5) 0.7 
Net income (loss)  0.8 0.9 (4.0) (1.1) 

Revenue 

For the three months ended September 30, 2018, revenue was $4.3 million, which represents an increase 
of $2.3 million or 115.0% from the prior year amount of $2.0 million. Increased sales are primarily the result of 
increased volume at Sira’s dispensaries and in the wholesale market driven by an overall increase in consumer 
demand.  

For the nine months ended September 30, 2018, revenue was $11.9 million, which represents an increase 
of $8.7 million or 271.9% from the prior year amount of $3.2 million. Increased sales are primarily the result of 
increased volume at Sira’s dispensaries and in the wholesale market driven by an overall increase in consumer 
demand.  

Cost of Goods Sold (Before Biological Asset Adjustment) 

For the three months ended September 30, 2018, cost of goods sold was $2.1 million, which represents an 
increase of $0.9 million or 75.0% from the prior year amount of $1.2 million. This decrease is largely due to 
seasonality and timing differences relating to Sira’s cultivation and manufacturing operations.  

For the nine months ended September 30, 2018, cost of goods sold was $5.1 million, which represents an 
increase of $1.6 million or 45.7% from the prior year amount of $3.5 million. This increase is primarily the result 
of increased volume at Sira’s dispensaries and in the wholesale market driven by an overall increase in consumer 
demand.  

General and Administrative Expenses 

For the three months ended September 30, 2018, general and administrative expenses were $1.6 million, 
which represents an increase of $0.8 million or 75.0% from the prior year amount of $0.8 million. This increase is 
largely due to an increase in salaries and benefits, expenses related to community agreements, and increased 
operating costs associated with additional dispensaries.  

For the nine months ended September 30, 2018, general and administrative expenses were $4.4 million, 
which represents an increase of $1.8 million or 69.2% from the prior year amount of $2.6 million. This increase is 
largely due to an increase in salaries and benefits, expenses related to community agreements, and increased 
operating costs associated with additional dispensaries.  

3 Before biological asset adjustment 
4 Before biological asset adjustment 



Sales and Marketing Expenses 

For the three months ended September 30, 2018, sales and marketing expenses were $0.1 million, which 
represents a change of $(0.0) million from the prior year amount of $0.1 million. This relatively low level of 
spending is largely due to timing and seasonality in sales and marketing activities.  

For the nine months ended September 30, 2018, sales and marketing expenses were $0.3 million, which 
represents an increase of $0.1 million or 50.0% from the prior year amount of $0.2 million. This increase is 
primarily the result of increased volume at Sira dispensaries and in the wholesale market driven by an overall 
increase in consumer demand. 

Liquidity and Capital Resources 

Overview 

Historically, Sira’s primary source of liquidity has been borrowing funds from its owners. Today, Sira 
generates positive cash flow from its operations, and expects to continue to do so, and this cash flow is its principal 
source of liquidity. 

Financial Condition 

Cash Flows 

The following table summarizes Sira’s consolidated statement of cash flows from continuing operations: 
($ in millions) 9 months ended September 30,  12 months ended December 31,  

2018 2017 2017 2016 2015 
Cash provided by (used in) 

Operating activities 2.4  (1.6)  (1.4)  (3.2)  (1.3) 
Investing activities  (0.3)  (1.2)  (1.7)  (5.5)  (2.1) 
Financing activities  (0.4)  2.8  3.3  8.2  3.9 

Net Change in Cash  1.7  0.1  0.2  (0.5)  0.5 
Cash Balance, Beginning  0.2  0.0  0.0  0.5  -- 
Cash Balance, Ending  1.9  0.1  0.2  0.0  0.5 

Cash Flow Provided by Operating Activities 

Cash flow from operating activities increased by $4.0 million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This increase was primarily driven by the increase in sales and was 
partially offset by shifting working capital needs related to the increase in sales.     

Cash flow from operating activities increased by $1.8 million in 2017 compared to 2016. This increase was 
primarily driven by the increase in sales and was partially offset by shifting working capital needs related to the 
increase in sales.  

Cash flow from operating activities changed by $(1.9) million in 2016 compared to 2015. This change was 
driven by Sira’s increased cultivation activity to support the anticipated opening of its dispensaries and commencing 
wholesale sales in 2017.   

Cash flow from operating activities in 2015 is $(1.3) million. 



Cash Flow Provided by (Used in) Investing Activities 

Cash flow from investing activities increased by $0.9 million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This change was due to decreased spending from the same period the 
prior year due fewer costs related to new dispensaries.  

Cash flow from investing activities increased by $3.8 million in 2017 compared to 2016. This increase was 
the result of lower spending due to Sira finishing construction on key facilities.  

Cash flow from investing activities changed by $(3.4) million in 2016 compared to 2015. This decrease was 
due to higher spending on construction and facilities.   

Cash flow from investing activities in 2015 is $(2.1) million. 

Cash Flow Provided by (Used in) Financing Activities 

Cash flow from financing activities changed by $(3.2) million for the nine month period ended September 
30, 2018 compared to September 30, 2017. This change is the result of Sira net repaying debt in the nine month 
period ended September 30, 2018 versus net borrowing in the nine month period ended September 30, 2017. 

Cash flow from financing activities changed by $(4.9) million in 2017 compared to 2016. This decrease 
reflects lower net borrowing activity.  

Cash flow from financing activities increased by $4.3 million in 2016 compared to 2015. This decrease 
reflects higher net borrowing activity.   

Cash flow from financing activities in 2015 is $3.9 million. 

As previously noted, Sira’s primary capital resource is cash flow generated from operations. Sira does not 
have any other committed sources of financing or significant capital expenditure commitments.  

Contractual Obligations 

Sira has contractual obligations to make future payments, including debt agreements and lease 
agreements from a related party. The following table summarizes such obligations as of September 30, 2018: 

Remaining Amount Due by Period 

Total 2018 2019 2020-2021 After 2021 
Debt 14,974,413 1,708 15,330 27,690 14,929,685 
Operating Leases 3,985,204 200,078 764,938 1,479,396 1,540,792 
Total Contractual Obligations 18,959,617 201,786 780,268 1,507,086 16,470,477 

Transactions with Related Parties 

The leasing arrangement with a related party is disclosed in Contractual Obligations section above. 

A management fee of $211,815 was paid to a related party during the nine months ended September 30, 
2018. 

No compensation was paid by Sira to key management for the nine months ended September 30, 2018. 

Critical Accounting Estimates 

Critical Accounting Judgments and Estimates 

The application of Sira’s accounting policies requires management to use estimates and judgments that can 
have significant effect on the revenues, expenses, comprehensive income, assets and liabilities recognized and 
disclosures made in the consolidated financial statements. Management’s best estimates concerning the future are 
based on the facts and circumstances available at the time estimates are made and are based on a variety of factors 
including historical experience, general economic conditions and assumptions regarding probable future outcomes. 
These estimates and their underlying assumptions are reviewed periodically and the effects of any changes are 
recognized immediately. Actual results could differ from these estimates.   



The following areas require management’s critical estimates and judgments: 

Biological Assets and Inventory 

In calculating the value of the inventory, management is required 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, average or 
expected selling prices and list prices, expected yields for the cannabis plants, and oil conversion factors. In 
calculating final inventory values, management compares the inventory costs to estimated net realizable value. 

Estimated Useful Lives and Depreciation of Property, Plant and Equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful 
lives, which are determined through the exercise of judgements. 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. 

Changes in Accounting Policies Including Adoption 

Changes in Accounting Policies 
There were no significant changes in accounting policies the nine months ended September 30, 2018. 

Sira’s significant accounting policies are described in notes entitled “Summary of Significant Accounting 
Policies” to Sira’s audited and unaudited consolidated financial statements.  

Accounting Standards Issued but not yet Effective 

The following new standards and interpretations have been adopted by Sira and are described in the 
notes entitled “Changes in Accounting Standards” to Sira’s audited and unaudited consolidated financial 
statements: 

• IFRS 9 - Financial Instruments adopted effective from January 1, 2018; the adoption did not result
in any material change. 

• IFRS 15 - Revenue from Contracts with Customers adopted effective from January 1, 2018; the
adoption did not result in any material change. 

• Amendments to IAS 16 and IAS 41, Bearer Plants implemented on January 1, 2016; the
amendments are consistent with Sira’s accounting practices.

The following new standards and interpretations are not yet effective and are described in the notes 
entitled “Changes in Accounting Standards” to Sira’s audited and unaudited consolidated financial statements: 

• IFRS 16 - Leases effective for annual periods beginning on or after January 1, 2019; Sira plans to
adopt the requirements in 2019 and is currently evaluating the impact adopting the standard will 
have on its consolidated financial statements. 

Financial Instruments and Other Instruments 

Fair Value of Financial Instruments 

Sira’s financial instruments consist of cash and cash equivalents, trade payables, accrued liabilities, and 
debts payable.  

All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 – inputs are quoted prices in active markets for identical assets or liabilities at the measurement
date.

• Level 2 – inputs are observable inputs other than quoted prices included within Level 1, such as quoted
prices for similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in
markets that are not active, or other inputs that are observable directly or indirectly.



• Level 3 – inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own
assumptions and are not based on observable market data.

As of September 30, 2018 cash and cash equivalents were classified as Level 1. For other financial assets 
and financial liabilities, the carrying amount is considered a reasonable approximation of fair value. 

Other Risks and Uncertainties 

Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. Financial instruments which potentially subject Sira to concentrations of credit risk 
consist of cash and cash equivalents and accounts receivable. The cash and cash equivalents consist mainly of short 
term money market deposits. Sira has deposited the cash equivalents with a major highly reputable U.S. bank. For 
its accounts receivable, Sira ensures to deal with creditworthy customers. As at September 30, 2018 and December 
31, 2017 the maximum amount exposed to credit risks was $1,924,581 and $201,697, respectively. 

Liquidity Risk 

Liquidity risk is the risk that Sira is unable to generate or obtain sufficient cash or its equivalents in a cost-
effective manner to fund its obligations as they come due. Sira’s approach to managing liquidity risk is to ensure 
that it will have sufficient liquidity to meet liabilities when due. Sira manages liquidity risk through obtaining 
financing from its members and third parties. As at September 30, 2018, all trade payables and accrued liabilities are 
due within a year, whereas, long term debts over a period of five years. 

Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. Sira is exposed to interest rate risk on its long-term debt.
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Management's Responsibility for Financial Reporting 

 
 
Management's Responsibility  
 
To the Members of CannaPunch of Nevada LLC: 
 
The accompanying financial statements and other financial information in this annual report were prepared 
by management of CannaPunch of Nevada LLC ("the Company"), reviewed by the Audit Committee and 
approved by the Board of Directors. 
 
Management is responsible for the financial statements and believes that they fairly present the Company's 
financial condition and results of operation in conformity with International Financial Reporting Standards. 
Management has included in the Company's financial statements amounts based on estimates and 
judgments that it believes are reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes 
that it has established appropriate systems of internal accounting control which provide reasonable 
assurance that the financial records are reliable and form a proper basis for the timely and accurate 
preparation of financial statements. Consistent with the concept of reasonable assurance, the Company 
recognizes that the relative cost of maintaining these controls should not exceed their expected benefits. 
Management further assures the quality of the financial records through careful selection and training of 
personnel and through the adoption and communication of financial and other relevant policies. 
 
These financial statements have been audited by the Company's auditors, Macias Gini &O'Connell, LLP, 
and their report is presented herein. 
 
November 16, 2018 
 
“Mark Smith” (Signed)         
Chief Executive Officer          
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� �������������	
�	�����	���	������������������������������������������������ �!����"�����#$%�&$������'����(���#�%�&$����)*+			�,����,��	-,./	���0
-.	1�234536789	:;���<��=��>�����?=��� ������� ����� ���@A� ��>����B�C�;���<��=��>D������E�������F���������������E�������!����������B�C�;���<��=��>G������E����������A==���� �(>�����"��(���������� F��������!������������B���� ������==��=������!������������B�E�F��������!����H��B�!�������<��=��>C�;���<��=��>D��!������������B�����F����������E�F���� �(>��==��=������=���������� �=���� A������ ������!������������B������� ����!�� %�����A�� ��� �����E� ��������� �����H����<��=��>D��=���������� �<��=��>D�����B��==�����C�::IJK:LMNOPQ:RPST:�<�� ������B�����������B��!�A��?=���� �������!����A�������������� �=���>������!��������������A�����!�������������������������A����(��E������C����������������A������H�����=���������>��A(U��������<��=��>��������������������!���� ������B����������!�������� �����A���������F�(��C�;���������������������>��!������V���������>����B��� �=�����C�W�����'����(���#�%�&$���������?��A�����A����?=��� ������� ������B��H���X&&Y%#$$C��'A���E�����=���� ��� � �'����(���#�%�&$��%���F��A��!���������A�����������==��?������>�#Z[��!���������F��A���� �=A���������!���H�����������!�����H���A==������H�����==��?������>�##[��!�������=A������C�	I\K:]P̂_POPQ̀:RPST:�a�@A� ��>����B�����������B����������<��=��>����A��(������E������������(������A!!��������������������@A�F����������������V�!!����F������������!A� ������(��E�������������>������ A�C�;���<��=��>D���==�������������E��E���@A� ��>����B����������A�����������H������F���A!!���������@A� ��>������������(��������H���� A�C�;���<��=��>�����E�����@A� ��>����B�����AE���(������E�!�������E�!�����������(������ ����� �=������C�W�����'����(���#�%�&$��%�������� ��=�>�(������ �����A� ����(������������ A��H��������>���C��)b+		.�cd��0��	,��
-d�0,
�	�efNMgQPhi:ghO:jNkiMgflP\gm:nNioNhQS:�W���=������E���E�������� �!��� ���������=�������!�����<��=��>p��q��������E�E������(A�����������F������!����H����������>��������F��A����� ����A���?=�����r�q�H������=������E����A����������F��H� ���EA����>�(>����������>D������!��=������E� ����������B��r��� r�q�!���H����� ��������!�����������!�������������F����(��C��W��'����(���#�%�&$�������<��=��>D���=������������=����������E�����=�����E��=������E��� �E��E��=��������E�������E�E� �����������A!���A����� � �����(A������!������(�����!A�� �=�� A���C���										



� �������������	
�	�����	���	������������������������������������������������ �!����"�����#$%�&$�'����(����)���#�%�&$�'��*+,	-�.-�/���0	���0-		1���2��3��45������6�����������7��8��� ��8)��98�����7�����83������7��)����:%�&$��%����� ��������!��������������������;�������8� %��� � �������� �����!����;��6��7���<��=����3���)�����%�&$��%�����2��3��4������� ���������833�4�>6��������;��������?�������%�;��������������6����83�����������������!�������������!���>6����������� ������� �����������@��8��8�������������833�4�>6�������%�����2��3��4��6��� �����!!�����&$A� ����8������������;�����������3������������?��������!�����3���� ��!�B�4����@��=��=���)����'%�&$��%�����2��3��4������� �������� �!�����7���6�����������)����98��� �)4�2����)���������6����>�98��������2��3@�CD2�>2EF%����3������38�3������98�����������3������������� ����2��� ��C����D1����������EF@��1���1�������������������!���7���������8��������98���������;����%�3�� ��6���68�����4��33��7��������������6��� ����8��8��%���������� � �����������8���2�>25��98���!4��6�������������C����DG8���!4��6�1����������EF@�



Q-1 

APPENDIX Q – CANNAPUNCH UNAUDITED INTERIM FINANCIAL STATEMENTS 
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Management's Responsibility for Financial Reporting 
 
 
Management's Responsibility  
 
To the Members of CannaPunch of Nevada LLC: 
 
The accompanying unaudited condensed interim financial statements and other financial information in this 
annual report were prepared by management of CannaPunch of Nevada LLC ("the Company"), reviewed 
by the Audit Committee and approved by the Board of Directors. 
 
Management is responsible for the financial statements and believes that they fairly present the Company's 
financial condition and results of operation in conformity with International Financial Reporting Standards. 
Management has included in the Company's financial statements amounts based on estimates and 
judgments that it believes are reasonable, under the circumstances. 
 
To discharge its responsibilities for financial reporting and safeguarding of assets, management believes 
that it has established appropriate systems of internal accounting control which provide reasonable 
assurance that the financial records are reliable and form a proper basis for the timely and accurate 
preparation of financial statements. Consistent with the concept of reasonable assurance, the Company 
recognizes that the relative cost of maintaining these controls should not exceed their expected benefits. 
Management further assures the quality of the financial records through careful selection and training of 
personnel and through the adoption and communication of financial and other relevant policies. 
 
November 27, 2018 
 
“Mark Smith” (Signed) 
Chief Executive Officer 
 



� �������������	
���������������������������������������������������������� ��!�"��������#����$���%���&'(��')*�����+� ��%���&)(��'),�� ���-./01234534621./74893:-4/23;<3=4>>7/>28/93.8?3@48/78A28@7293:-4/23;;<3B0C92D028/32E28/93:-4/23;F<33G6614E2?3.8?3.0/H417I2?3483C2H.J53453/H23K4.1?3453L712@/4193483-4E2>C213MNO3MP;Q333RS��T�����UV�W��X���Y� � � � � � ��U����Z[� ���\��]��� ���� � � � � ��̂U��#  ��$��_��X�̀����������������X��!�"�������̂U������������������������������������� ��!�����������a�bcdecfgch�ijkljmn +� ��%���&)(�'),o p�bb�qb����������U� lirksji���������������� )tu(*),��������������������\�����_�v̀����tw ixlkxry���������������� )&*(t�'������������������#  �������� ��\�%!�(������(�����!!�z�� � mslkmrr���������������� *)(t*&�������������������"��$�����[$������������U��������� mklmj�������������������� ��(ut{�������������������njlkjll���������������� &*|(&u{������������������S� U����_������}��$�����v̀����{w likrrj������������������ �)(u')��������������������̂��!������� nlrkrxl���������������� t)'(|uu�������������������~��~�~q~�b��������̂����$�_�%!��� rykijy������������������ �u(,{)�������������������#  �����!��%�!����� s�ksxl������������������ |t(&&'�������������������#�\�� ������������%�� mkyjl�������������������� ��������������������������̂��!�!��%�!����� mrlk�xn���������������� )�)('*)������������������������b�����~q� �xlknsy���������������� �*|(**{�������������������̂��!�!��%�!�������������%������}���_ nlrkrxl���������������� t)'(|uu������������������



� �������������	
������������������������������������������������������������ ����!��"!��������#����$���!��%�������&���'����()�*(+,������"!����$���!������-������%�������&���'����()�*(+.�� ��"!��/����&��0��1�#����������������1��2�-�������"!�������������������������������� �������2�����������3�45677�89:;5<��:=7= 45677�89:;5<��:=7= �>:7�89:;5<��:=7= �76>9=��:=7=?7@;7AB76�CDE?7@;7AB76�CDE?7@;7AB76�CDE?7@;7AB76�CDEFDGH FDGI FDGH FDGIJ� J� J� J�K7L7:M7<E�:7;�9N�=><O9M:;< GEIFIEPDP�������� Q*Q)(,.������������� REHDIEGST�������� +)�.Q)*�U�������������������1�������2� TTCETPI����������� V,,)�.(������������� FEGCGETIT�������� .(+)*�W�������������X69<<�@69N>; GEDTREFGF�������� VV().+.������������� FETISERHD�������� W..)QQQ��������������Y@7:<7<Z�����2�����������������[��\#����Q] FRREDHG����������� Q()*+*��������������� TPDEGIR����������� +�Q).(,���������������2����������̂����1 FDETRP������������� +V)V+Q��������������� TSEITG������������� �+)*(V���������������_��������&�������!����\#����+(] RTDESSS����������� +,U)V*W������������� IRDEHRI����������� *WU)V.(�������������49;̀a�7Y@7:<7< IFSEFHS����������� *Q()(U.������������� GERPTEIHF�������� V�W)�,*��������������7;�>:O9A7 CCHEPFI����������� +U()WW(������������� GEGIHETPH�������� *V+)W+.�������������



� �������������	
��������������������������������������������������������� ������!��"���#�$%���&�'�������(����!������$�������)���"���*+,�-+./�����0������$�������)���"���*+,�-+.1��� ��2���344��)��&�� �(���������������� ��5�0�������2���������������������������������'����4��5�����������6������ �� 789:8;<=��>?@ABCDEFEGH8�EA�8H89:8;�IJK�LMJN LOPKOOQ��������R�����"������ S1TU,V/TW��������(�����4������������)����� .,.1/,VT/�����DEFEGH8�EA�X8YA89:8;�IMK�LMJO ZNLKOP[��������������"����� �1,UU*�����������R�����"������ S-..,V*+W��������(�����4������������)����� -�.,V.1�������DEFEGH8�EA�X8YA89:8;�IMK�LMJN NNKQ[M��������



� �������������	
����������������������������������������������������������� !�"�� �������#����$������%�������&���'���()*�+),-�����.������%�������&���'���()*�+),/�� ��0���122��&��3��4�#����������������4��!�.�������0��������������������������������� ����2��!�����������5��678�9:7;<=��7>8> .������%����?8@;8AB8C�DEF ��&���'���()*GEHI +),/J J	@8CK;67L�KM;6N6;68=#�����2���� HFHOIFPQI����������������� +R,*S,/����������������������TUVWXYZ[\YX]̂_̀]aY[ZX]\_Y]b̂ [̂cYa\d]cbXef��g�&��2������ DFPDH������������������������ h����������������������������ieb\d[X]a\]j_̀ka\d]cblaYbm]aY[ZXf����n�����3 oGDpFDDpq������������������� rRs*S,+t������������������������122��������2��n�'!� oHHEFPOGq������������������� rS/*�-Rt������������������������.��&�����u&����������������������� GHFpDv���������������������� r/�)t�����������������������������0�����&�3�'!��� GOFvvD���������������������� ,,(*�,)������������������������122�����!��'�!����� GFPpG������������������������ ,RR*�S+������������������������1�n��2������������'�� HFpEG������������������������ ,*R)+������������������������������&��n�����'3��&������4��2��n����� IQEFDvv�������������������� (-(*,R�����������������������w7N8=;67L�KM;6N6;68=.��2����������2�����3������x��&����� ovFvIEq����������������������� h�������������������������������������������n�����4��2��n����� ovFvIEq����������������������� h����������������������������
67K7M67L�KM;6N6;68=��������'����� y���������������������������� R/*��(������������������������g�����'������ oOQvFPIQq������������������� r+,,*S()t���������������������������������������2��4��2��n����� oOQvFPIQq������������������� r,SR*)//t����������������������8;�67MC8K=8�67�MK=< IQFEIP���������������������� +,s*)S-�����������������������K=<F�B8L67767L�:z�@8C6:> HpPFIHO�������������������� h�����������������������������K=<F�87>�:z�@8C6:> GDvFQED�������������������� +,s*)S-����������������������



� �������������	
��������������������������������������������������������� ��!�"�������������������#��������������$������%�����"�&���'���()*�+),-������#�����$����������.������%�����"�&���'���()*�+),/���01������2�3��	
�	��3�24	�5�������.�� ���6���7����88��9:�����.�� �;��������:���&��<;=�>����� ��&������������8�������8��'�!��<����&��<����$�� ��()*�+),/��������"������6���7���*��������"�������6�?���� ��9:�"?;=@��#������&��<A��������66� �����!� ��������BC+B�.�!�����?7�*�8���D�E��*��D�-F,,-@���#������&��<A��&��� �&�!�� ��7��������������6� ���������������'�������6� ����'�����6�����&���� ��������E�!���������������!�>���&&!� �'!����������"?@���G1����H�545�	
��3�5��2�24	����G10�5IJIKLKMI�NO��NLPQRJMSK��#��������������� �����������������6���� ��!������������6�����������������������������������"�&���'���()*�+),-�9���� ��&�����7������!���6������������������������6�������&������6����$�� ��()*�+),/����"�&���'���()*�+),/=���7��'����&��&���������  ����� ��>����������������!�?  ������E�"��������9:�?";=�(C�T�������������� ��!�U�&�����E����������6����������� ��������!!���� !���������V������'<�������������!������ ��!�U�&�����E�"���������9:��U";=@�#����� �����������������6���� ��!����������������!��'���������� ��W�� �����>�����������&��<A��+),/�6���� ��!����������������������������7��'����&��&���������E�����������  ������E�&�!� ������� ��'�����������(��������+),/�6���� ��!���������������������@��#��������������� �����������������6���� ��!������������>�����&&��7��������������X���6���������'<�����Y������6�Z��� ������6��������&��<������7��'���+/*�+),-@��G1G�HJ[R[�NO��\K[KMIJIRNM��#��������������� �����������������6���� ��!��������������7��'����&��&������������������� �!� ����'������] �&��6��� �������6���� ��!������������*�>�� ������������������6����7�!��@��#��� �����������������6���� ��!����������������&�������������"���!!����>�� ���������&����������������6�� �����!� ����� <��6��������&��<@��̂1�������_�5�4�����	��24�_�52���35���̀ JMaK[�RM��SSNbMIRMa�5IJMcJ\c[��cNPIKc����U"�F�d������ ��!�����������������e�!<�+),C*������?"Y������������6���!�7��������6���U"�F�T�fghihjgiklmhnopqrshon�9:��U"�F;=*�>�� ��'���E����E���������� !����6� ���������������������*���&�������*��������E�d�  ������E�&�������6������?"YA��&��W� �������&!� ���?"�(F�T�fghihjgiklmhnopqrshontlusjvwhgogvhlihxlysinqpsrsho�9:�?"�(F;=@����!����6� ����������������������T������ ��!������������ !����6�����������������'������������'������������!�������>�� �����<���������E����������� ����� ���!� ����6!�>� ���� ������� ���6�����6���� ��!�������@������ ��!�!��'�!���������� !����6�������������!��������������������?"�(F*��] �&�������6���� ��!�!��'�!������������������6����7�!���>�!!���7��6����7�!��� ���E�������!���E�6���� ���E���������������<A���>�� ���������z��� �E��X������{��������&�������7���� ����9:{��;=����������6������� ���*���!���������>��!�� ����������  ������E������� �@�����



� �������������	
��������������������������������������������������������� ��!�"�������������������#��������������$������%�����"�&���'���()*�+),-������#�����$����������.������%�����"�&���'���()*�+),����/0�������1�2�3�����	��43�1�24���52�6�789:8;<=>����?"�@�A������ ��!�������������B���������C����?"�@� ��������������&��� �&�!� !����D� ������ ���E������D���D���� ��!�������F�������������������G��� ����BHI�JC*�D����K�!��������E�������� ��&�������K���� ����BH�L#M��JC������L#.NO�#�������������!�������������&��K������I"�(@� ���E�������D���!������������P*�!����������� ��K�'!��*������K��!�'!��D�����!�O����&��������Q�#����������������D���&���������D�D���� ��!�����������'������������R&� ���� ������!��������!O����������!��E����� �����P�D��������EE����E��K���������K���  ������'�D���� ������!������������ �E��G��O���?"�@��!����� !��������S���� !��������T�����������'�����R&� ���� ������!���������� ���������UO���V��E���  ������E�Q�#�����S�E�����!����E���  ������E�����!������ !���!P��!�E������E���  ������E�S�������U�����E������� ��K�������������U���'P����������S�������E��E�������D���� ��!��������AD���� ��!����U��R&������O����S�!!�&��K����������&&���������������&&!P����E���  ������E������D!� ��� ���!����U�����E������� ��K�����O��#������&��P����&������?"�@��DD� ��K��D����W�����P�,*�+),-O�#������&�����������������!�������P��������!� ���E�O����?"�,X�A�?�K�����D���������� ���S������������������$�P�+),Y*������I"Z����������?"�,X�Q�[\]\̂_\̀abcd̀eĉfbghfìjkfl̀e_ifcd\bi�BH��?"�,XJC*�S�� ����&!� ����I"�,,�Q�eĉifb_hfkĉ èĉfbghfi*��I"�,-�Q�[\]\̂_\�������?���,(�Q�e_ifcd\b̀mcngofǹpbcqbgdd\i�BH��?���,(JC*����S�!!����K������������������&������������E�����E���K����O���?"�,X����!����������E!�� ��&�������K������!�D�����������������������  ������E�D�����K�����������E�D���� ����� ���S���� ��������*��R �&��D��� ����� ������������S����������� �&���D������������������!�����*�������� �� ����� �������D���� ��!������������O�#������&��P����&������?"�,X��DD� ��K��D����W�����P�,*�+),-O�#������&�����������������!�������P��������!� ���E�O��r0���3����4	5s��#������&��Pt����K�����P��� !���������D�!!�S��EF�� �����K����������R&��������� �����D�E�������!�������E�����������������������"�&���'���()*�+),-�����+),�����u,*X-�*Y--����*�uXY,*@@+*����&� ��K�!PO������� � 2<v9<wx<y�/z{� |� ��'���(,*�}z~� +),�� �?�S��������!� ~~/{�z������������ +(*+-(������������������������E���� }��{�r������������ ,,X*,(������������������8�<{��9�<8= /�}{��r����������� ,(-*Y+)�������������
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APPENDIX R – MANAGEMENT’S DISCUSSION & ANALYSIS OF CANNAPUNCH 



Management’s Discussion and Analysis – CannaPunch of Nevada, LLC 
Overview  

CannaPunch of Nevada, LLC (“CannaPunch”) is a manufacturer and distributor of branded cannabis 
consumer goods in Nevada. 

Major Business Lines and Geographies 

CannaPunch views its financial results under the manufacturing business line. CannaPunch generates all 
of its revenue in the State of Nevada.  

Manufacturing 

CannaPunch manufactures a variety of cannabis-infused products. 

CannaPunch generates revenue by selling its products to dispensaries in Nevada. 

Geographic Areas 

All of CannaPunch’s revenue is derived from the Nevada cannabis market. 

Market Update and CannaPunch’s Objectives 

CannaPunch is a premiere manufacturer of cannabis-infused products. CannaPunch products are widely 
available in Nevada, with 65 dispensaries in Nevada carrying its products. CannaPunch’s objectives have been to 
grow its business by expanding its manufacturing footprint and offering additional products. Given the strong 
growth in the Nevada cannabis market, management believes that expanding CannaPunch’s manufacturing 
operations is particularly attractive.  

Annual Results of Operations 
($ in millions) The period ended 

December 31, 2017 
Revenue 2.7 
Cost of Goods Sold   1.3 
Gross Profits   1.3 
General and Administrative Expenses  0.3 
Sales and Marketing Expense  0.1 
(Loss) income from operations 0.6 
Net (loss) income 0.6 

Total Assets 0.4 
Current Liabilities 0.1 
Total Liabilities 0.3 
Total Net Assets  1.3 

Revenue 
2017 

For the period ended December 31, 2017, revenue was $2.7 million. 

Cost of Goods Sold 
2017 

For the period ended December 31, 2017, cost of goods sold was $1.3 million. 



General and Administrative Expenses 
2017 

For the period ended December 31, 2017, general and administrative expenses were $0.3 million. 

Sales and Marketing Expenses 
2017 

For the period ended December 31, 2017, sales and marketing expenses were $0.1 million. 

Quarterly Results of Operations  
($ in millions) 

 
3 months ended September 30, the period ended September 30, 

2018 2017 2018 2017 
Revenue  1.7  0.9  4.8  1.4 
Cost of Goods Sold  0.7  0.5  2.1  0.7 
Gross Profits  1.1  0.4  2.7  0.7 
General and Administrative Expenses  0.2  0.1  0.7  0.1 
Sales and Marketing Expense  0.0  0.0  0.1  0.0 
Income (loss) from operations 0.3 0.2 1.2 0.2 
Net income (loss)  0.3 0.2 1.2 0.2 

Revenue 

For the three months ended September 30, 2018, revenue was $1.7 million, which represents an increase 
of $0.8 million or 88.9% from the prior year amount of $0.9 million. This change was driven by demand growth in 
key product areas and broader distribution.  

For the nine months ended September 30, 2018, revenue was $4.8 million, which represents an increase of 
$3.4 million or 242.9% from the prior year amount of $1.4 million. This change was driven by demand growth in 
key product areas, broader distribution, and results from a full reporting period in 2018 vs. 2017.  

Cost of Goods Sold 

For the three months ended September 30, 2018, cost of goods sold was $0.7 million, which represents an 
increase of $0.2 million or 40.0% from the prior year amount of $0.5 million. This change was driven by demand 
growth in key product areas and broader distribution.  

For the nine months ended September 30, 2018, cost of goods sold was $2.1 million, which represents an 
increase of $1.4 million or 200.0% from the prior year amount of $0.7 million. This change was driven by demand 
growth in key product areas, broader distribution, and results from a full reporting period in 2018 as opposed to a 
partial reporting period in 2017.  

General and Administrative Expenses 

For the three months ended September 30, 2018, general and administrative expenses were $0.2 million, 
which represents an increase of $0.1 million or 100.0% from the prior year amount of $0.1 million. This change 
was driven by demand growth in key product areas and broader distribution.  

For the nine months ended September 30, 2018, general and administrative expenses were $0.7 million, 
which represents an increase of $0.6 million or 600.0% from the prior year amount of $0.1 million. This change 
was driven by demand growth in key product areas, broader distribution, and results from a full reporting period in 
2018 as opposed to a partial reporting period in 2017.  



Sales and Marketing Expenses 

For the three months ended September 30, 2018, sales and marketing expenses were $0.0 million, which 
represents an increase of $0.0 million from the prior year amount of $0.0 million. CannaPunch did not dedicate 
material resources to sales and marketing operations in 2017 or 2018.  

For the nine months ended September 30, 2018, sales and marketing expenses were $0.1 million, which 
represents an increase of $0.1 million from the prior year amount of $0.0 million. CannaPunch did not dedicate 
material resources to sales and marketing operations in 2017 or 2018.  

Liquidity and Capital Resources 

Overview 
Historically, CannaPunch’s primary source of liquidity has been cash generated by its operations. 

CannaPunch expects to continues to generate positive cash flow and intends to continue to rely on this cash flow is 
its principal source of liquidity.  

Financial Condition 

Cash Flows 
The following table summarizes CannaPunch’s consolidated statement of cash flows from continuing 

operations:  
($ in millions) The period ended September 30, The period ended  

2018 2017 December 31, 2017 
Cash provided by (used in) 

Operating activities  0.9  0.4  0.5 
Investing activities  (0.0)  --  (0.0) 
Financing activities  (0.8)  (0.2)  (0.3) 

Net Change in Cash  0.1  0.2  0.1 
Cash Balance, Beginning  0.1  --  -- 
Cash Balance, Ending  0.2  0.2  0.1 

Cash Flow Provided by Operating Activities 

Cash flow from operating activities increased by $0.5 million for the nine month period ended September 
30, 2018 compared to the period ended September 30, 2017. This increase was primarily driven by the increase in 
sales and was partially offset by shifting working capital needs related to the increase in sales. 

Cash flow from operating activities in 2017 is $0.5 million. 

Cash Flow Provided by (Used in) Investing Activities 

Cash flow from investing activities changed by $(0.0) million for the nine month period ended September 
30, 2018 compared to the period ended September 30, 2017.  

Cash flow from investing activities in 2017 is $0.0 million. 

Cash Flow Provided by (Used in) Financing Activities 

Cash flow from financing activities changed by $(0.6) million for the nine month period ended September 
30, 2018 compared to the period ended September 30, 2017. This decrease was due to an increase in distributions.  



Cash flow from financing activities in 2017 is $(0.3) million. 

As previously noted, CannaPunch’s primary capital resource is cash flow generated from operations. 
CannaPunch does not have any other committed sources of financing or significant capital expenditure 
commitments. 

Transactions with Related Parties 

During the nine months ended September 30, 2018, sales of $76,817 made to a related party is included in 
revenue and purchases of $47,960 from a related party is included in cost of goods sold.  

Accounts receivable at September 30, 2018 includes $36,010 due from a related party. 

An advance from a member of $1,402, outstanding as at September 30, 2018 is unsecured, interest free and 
is repayable on demand.  

Critical Accounting Estimates 

Critical Accounting Judgments and Estimates 
The application of CannaPunch’s accounting policies requires management to use estimates and judgments 

that can have significant effect on the revenues, expenses, comprehensive income, assets and liabilities recognized 
and disclosures made in the consolidated financial statements. Management’s best estimates concerning the future 
are based on the facts and circumstances available at the time estimates are made and are based on a variety of 
factors including historical experience, general economic conditions and assumptions regarding probable future 
outcomes. These estimates and their underlying assumptions are reviewed periodically and the effects of any 
changes are recognized immediately. Actual results could differ from these estimates.   

The following areas require management’s critical estimates and judgments: 

Estimated Useful Lives and Depreciation of Property, Plant and Equipment 

Depreciation and depreciation of property, plant and equipment are dependent upon estimates of useful 
lives, which are determined through the exercise of judgements. 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. 

Changes in Accounting Policies Including Adoption 

Changes in Accounting Policies 
There were no significant changes in accounting policies the nine months ended September 30, 2018. 

CannaPunch’s significant accounting policies are described in notes entitled “Summary of Significant 
Accounting Policies” to CannaPunch’s audited and unaudited consolidated financial statements.  

Accounting Standards Issued but not yet Effective 

The following new standards and interpretations have been adopted by CannaPunch and are described in 
the notes entitled “Changes in Accounting Standards” to CannaPunch’s audited and unaudited consolidated 
financial statements: 

• IFRS 9 - Financial Instruments adopted effective from January 1, 2018; the adoption did not result
in any material change 

• 
IFRS 15 - Revenue from Contracts with Customers adopted effective from January 1, 2018; the adoption did not 
result in any material changeFinancial Instruments and Other Instruments  

Fair Value of Financial Instruments 

CannaPunch’s financial instruments consist of cash, accounts receivable, trade payables, accrued 
liabilities, and advance(s) from a member.  



All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorised within the fair value hierarchy. This is described, as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 

• Level 1 – inputs are quoted prices in active markets for identical assets or liabilities at the measurement
date

• Level 2 – inputs are observable inputs other than quoted prices included within Level 1, such as quoted
prices for similar assets or liabilities in active markets, quoted prices for identical assets or liabilities in
markets that are not active, or other inputs that are observable directly or indirectly

• Level 3 – inputs are unobservable inputs for the asset or liability that reflect the reporting entity’s own
assumptions and are not based on observable market data

As of September 30, 2018 cash was classified as Level 1. For other financial assets and financial liabilities, 
the carrying amount is considered a reasonable approximation of fair value. 

Other Risks and Uncertainties 

Credit Risk 

Credit risk is the risk of unexpected loss if a customer or third party to a financial instrument fails to meet 
its contractual obligations. Financial instruments which potentially subject CannaPunch to concentrations of credit 
risk consist of cash and accounts receivable. The cash consist mainly of short-term money market deposits. As at 
September 30, 2018 and December 31, 2017 the maximum amount exposed to credit risks was $428,058 and 
$228,300, respectively. 

During the nine months ended September 30, 2018, revenue from two customers were approximately 41% 
of total revenue and purchases of raw materials from one supplier was approximately 15% of total purchases. 

Liquidity Risk 

Liquidity risk is the risk that CannaPunch is unable to generate or obtain sufficient cash or its equivalents in 
a cost-effective manner to fund its obligations as they come due. CannaPunch’s approach to managing liquidity risk 
is to ensure that it will have sufficient liquidity to meet liabilities when due. CannaPunch manages liquidity risk 
through obtaining financing from its members and third parties. As at September 30, 2018, all trade payables and 
accrued liabilities are due within a year, whereas, long term debts over a period of five years. 
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APPENDIX S – CHARTER OF THE AUDIT COMMITTEE OF CSAC 

PURPOSE 

The audit committee (the “Audit Committee”) is a committee of the board of directors (the “Board”) of Cannabis 
Strategies Acquisition Corp. (“CSAC”). The primary function of the Audit Committee is to assist the directors of 
CSAC in fulfilling their applicable roles by: 

a) recommending to the Board the appointment and compensation of CSAC’s external auditor;

b) overseeing the work of the external auditor, including the resolution of disagreements between the external
auditor and management;

c) pre-approving all non-audit services (or delegating such pre-approval if and to the extent permitted by
law) to be provided to CSAC by CSAC’s external auditor;

d) satisfying themselves that adequate procedures are in place for the review of CSAC’s public disclosure of
financial information, other than those described in (g) below, extracted or derived from its financial
statements, including periodically assessing the adequacy of such procedures;

e) establishing procedures for the receipt, retention and treatment of complaints received by CSAC regarding
accounting, internal controls or auditing matters, and for the confidential, anonymous submission by
employees of CSAC of concerns regarding questionable accounting or auditing matters;

f) reviewing and approving any proposed hiring of current or former partners or employees of the current
auditor of CSAC; and

g) reviewing and approving the annual and interim financial statements, related Management Discussion and
Analysis (“MD&A”) and other financial information provided by CSAC to any governmental body or the
public.

The Audit Committee should primarily fulfill these roles by carrying out the activities enumerated in this Charter. 
However, it is not the duty of the Audit Committee to prepare financial statements, to plan or conduct internal or 
external audits, to determine that the financial statements are complete and accurate and are in accordance with 
United States generally accepted accounting principles, to conduct investigations, or to assure compliance with laws 
and regulations or CSAC’s internal policies, procedures and controls, as these are the responsibility of management, 
and in certain cases, the external auditor. 

LIMITATIONS ON AUDIT COMMITTEE'S DUTIES 

In contributing to the Audit Committee’s discharge of its duties under this Charter, each member of the Audit 
Committee shall be obliged only to exercise the care, diligence and skill that a reasonably prudent person would 
exercise in comparable circumstances.  Nothing in this Charter is intended to be, or may be construed as, imposing 
on any members of the Audit Committee a standard of care or diligence that is in any way more onerous or 
extensive than the standard to which the directors are subject. 

Members of the Audit Committee are entitled to rely, absent actual knowledge to the contrary, on (i) the integrity of 
the persons and organizations from whom they receive information, (ii) the accuracy and completeness of the 
information provided, (iii) representations made by management as to the non-audit services provided to CSAC by 
the external auditor, (iv) financial statements of CSAC represented to them by a member of management or in a 
written report of the external auditors to present fairly the financial position of CSAC in accordance with generally 
accepted accounting principles, and (v) any report of a lawyer, accountant, engineer, appraiser or other person 
whose profession lends credibility to a statement made by any such person. 

COMPOSITION AND MEETINGS 

The Audit Committee should be comprised of not less than three directors as determined by the Board, all of whom 
shall be independent within the meaning of National Instrument 52-110 – Audit Committees (“NI 52-110”) of the 
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Canadian Securities Administrators (or exempt therefrom), and free of any relationship that, in the opinion of the 
Board, would interfere with the exercise of his or her independent judgment as a member of the Audit Committee. 
All members of the Audit Committee should have (or should gain within a reasonable period of time after 
appointment) a working familiarity with basic finance and accounting practices.  Each member must be “financially 
literate” within the meaning of NI 52-110 or must become financially literate within a reasonable period of time 
following his or her appointment.  The Audit Committee members may enhance their familiarity with finance and 
accounting by participating in educational programs conducted by CSAC or an outside consultant. 

The members of the Audit Committee shall be elected by the Board on an annual basis or until their successors shall 
be duly appointed.  Unless a Chair of the Audit Committee (the “Chair”) is elected by the full Board, the members 
of the Audit Committee may designate a Chair by majority vote of the full Audit Committee membership. 

In addition, the Audit Committee members should meet all of the requirements for members of audit committees as 
defined from time to time under applicable legislation and the rules of any stock exchange on which CSAC’s 
securities are listed or traded. 

The Audit Committee should meet at least four times annually, or more frequently as circumstances require.  The 
Audit Committee should meet within forty-five (45) days following the end of the first three financial quarters to 
review and discuss the unaudited financial results for the preceding quarter and the related MD&A, and should meet 
within 90 days following the end of the fiscal year end to review and discuss the audited financial results for the 
preceding quarter and year and the related MD&A. 

The Audit Committee may ask members of management or others to attend meetings and provide pertinent 
information as necessary.  For purposes of performing their duties, members of the Audit Committee shall have full 
access to all corporate information and any other information deemed appropriate by them, and shall be permitted to 
discuss such information and any other matters relating to the financial position of CSAC with senior employees, 
officers and the external auditor of CSAC, and others as they consider appropriate. 

For greater certainty, management is indirectly accountable to the Audit Committee and is responsible for the 
timeliness and integrity of the financial reporting and information presented to the Board. 

In order to foster open communication, the Audit Committee or its Chair should meet at least annually with 
management and the external auditor in separate sessions to discuss any matters that the Audit Committee or each of 
these groups believes should be discussed privately.  In addition, the Audit Committee or its Chair should meet with 
management quarterly in connection with CSAC’s interim financial statements. 

A quorum for the transaction of business at any meeting of the Audit Committee shall be a majority of the number 
of members of the Audit Committee or such greater number as the Audit Committee shall by resolution determine. 

Meetings of the Audit Committee shall be held from time to time and at such place as any member of the Audit 
Committee shall determine upon 48 hours’ notice to each of its members.  The notice period may be waived by all 
members of the Audit Committee.  Each of the Chair of the Board, the external auditor, the Chief Executive 

Officer, the Chief Financial Officer or the Secretary shall be entitled to request that any member of the Audit 
Committee call a meeting. 

This Charter is subject in all respects to CSAC’s articles from time to time.  

ROLE 

As part of its function in assisting the Board in fulfilling its oversight role (and without limiting the generality of the 
Audit Committee’s role), the Audit Committee should: 

(1) Determine any desired agenda items; 

(2) Review and recommend to the Board changes to this Charter, as considered appropriate from time to time; 

(3) Review the public disclosure regarding the Audit Committee required by NI 52-110; 
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(4) Review and seek to ensure that disclosure controls and procedures and internal control over financial 
reporting frameworks are operational and functional; 

(5) Summarize in CSAC’s annual information form the Audit Committee’s composition and activities, as 
required; and 

(6) Submit the minutes of all meetings of the Audit Committee to the Board upon request.   

Documents / Reports Review 

(7) Review and recommend to the Board for approval CSAC’s annual and interim financial statements, 
including any certification, report, opinion, undertaking or review rendered by the external auditor and the 
related MD&A, as well as such other financial information of CSAC provided to the public or any 
governmental body as the Audit Committee or the Board require. 

(8) Review other financial information provided to any governmental body or the public as they see fit. 

(9) Review, recommend and approve any of CSAC’s press releases that contain financial information. 

(10) Seek to satisfy itself and ensure that adequate procedures are in place for the review of CSAC’s public 
disclosure of financial information extracted or derived from CSAC’s financial statements and related 
MD&A and periodically assess the adequacy of those procedures. 

External Auditor 

(11) Recommend to the Board the selection of the external auditor, considering independence and effectiveness, 
and review and recommend the fees and other compensation to be paid to the external auditor.  The Audit 
Committee shall have the ultimate authority to approve all audit engagement terms and fees, including the 
auditors’ audit plan. 

(12) Review and seek to ensure that all financial information provided to the public or any governmental body, 
as required, provides for the fair presentation of CSAC’s financial condition, financial performance and 
cash flow. 

(13) Instruct the external auditor that its ultimate client is not management and that it is required to report 
directly to the Audit Committee, and not management. 

(14) Monitor the relationship between management and the external auditor including reviewing any 
management letters or other reports of the external auditor and discussing any material differences of 
opinion between management and the external auditor. 

(15) Review and discuss, on an annual basis, with the external auditor all significant relationships it has with 
CSAC to determine the external auditor’s independence. 

(16) Pre-approve all non-audit services (or delegate such pre-approval, as the Audit Committee may determine 
and as permitted by applicable Canadian securities laws) to be provided by the external auditor. 

(17) Review the performance of the external auditor and any proposed discharge of the external auditor when 
circumstances warrant. 

(18) Periodically consult with the external auditor out of the presence of management about significant risks or 
exposures, internal controls and other steps that management has taken to control such risks, and the 
fullness and accuracy of the financial statements, including the adequacy of internal controls to expose any 
payments, transactions or procedures that might be deemed illegal or otherwise improper. 

(19) Communicate directly with the external auditor and arrange for the external auditor to be available to the 
Audit Committee and the full Board as needed. 



 

S-4 

(20) Review and approve any proposed hiring by CSAC of current or former partners or employees of the 
current (and any former) external auditor of CSAC. 

Audit Process 

(21) Review the scope, plan and results of the external auditor’s audit and reviews, including the auditor’s 
engagement letter, the post-audit management letter, if any, and the form of the audit report.  The Audit 
Committee may authorize the external auditor to perform supplemental reviews, audits or other work as 
deemed desirable. 

(22) Following completion of the annual audit and quarterly reviews, review separately with each of 
management and the external auditor any significant changes to planned procedures, any difficulties 
encountered during the course of the audit and, if applicable, reviews, including any restrictions on the 
scope of work or access to required information and the cooperation that the external auditor received 
during the course of the audit and, if applicable, reviews. 

(23) Review any significant disagreements among management and the external auditor in connection with the 
preparation of the financial statements. 

(24) Where there are significant unsettled issues between management and the external auditor that do not affect 
the audited financial statements, the Audit Committee shall seek to ensure that there is an agreed course of 
action leading to the resolution of such matters. 

Financial Reporting Processes 

(25) Review the integrity of the financial reporting processes, both internal and external, in consultation with the 
external auditor as they see fit. 

(26) Consider the external auditor’s judgments about the quality, transparency and appropriateness, not just the 
acceptability, of CSAC’s accounting principles and financial disclosure practices, as applied in its financial 
reporting, including the degree of aggressiveness or conservatism of its accounting principles and 
underlying estimates, and whether those principles are common practices or are minority practices. 

(27) Review all material balance sheet issues, material contingent obligations (including those associated with 
material acquisitions or dispositions) and material related party transactions. 

(28) Review with management and the external auditor CSAC’s accounting policies and any changes that are 
proposed to be made thereto, including all critical accounting policies and practices used, any alternative 
treatments of financial information that have been discussed with management, the ramification of their use 
and the external auditor’s preferred treatment and any other material communications with management 
with respect thereto. 

(29) Review the disclosure and impact of contingencies and the reasonableness of the provisions, reserves and 
estimates that may have a material impact on financial reporting. 

(30) If considered appropriate, establish separate systems of reporting to the Audit Committee by each of 
management and the external auditor. 

(31) Periodically consider the need for an internal audit function, if not present.  

Risk Management 

(32) Review program of risk assessment and steps taken to address significant risks or exposures of all types, 
including insurance coverage and tax compliance. 

General 
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(33) The Audit Committee may at its discretion retain independent counsel, accountants and other professionals 
to assist it in the conduct of its activities and to set and pay (as an expense of CSAC) the compensation for 
any such advisors. 

(34) Respond to requests by the Board with respect to the functions and activities that the Board requests the 
Audit Committee to perform. 

(35) Periodically review this Charter and, if the Audit Committee deems appropriate, recommend to the Board 
changes to this Charter. 

(36) Review the public disclosure regarding the Audit Committee required from time to time by applicable 
Canadian securities laws, including: 

(a) the Charter of the Audit Committee;  

(b) the composition of the Audit Committee; 

(c) the relevant education and experience of each member of the Audit Committee; 

(d) the external auditor services and fees; and 

(e) such other matters as CSAC is required to disclose concerning the Audit Committee. 

(37) Perform any other activities as the Audit Committee deems necessary or appropriate including ensuring all 
regulatory documents are compiled to meet Committee reporting obligations under NI 52-110. 

AUDIT COMMITTEE COMPLAINT PROCEDURES 

The Audit Committee shall establish procedures for the receipt, retention and treatment of complaints received by 
CSAC regarding accounting, internal controls or auditing matters, and for the confidential, anonymous submission 
by employees of CSAC of concerns regarding questionable accounting or auditing matters. 

The Audit Committee is a committee of the Board and is not and shall not be deemed to be an agent of CSAC’s 
securityholders for any purpose whatsoever.  The Board may, from time to time, permit departures from the terms 
hereof, either prospectively or retrospectively, and no provision contained herein is intended to give rise to civil 
liability to CSAC securityholders or other liability whatsoever. 
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Cannabis Strategies Acquisition Corp. 

Unaudited Pro Forma Consolidated Statement of Financial Position 

As at September 30, 2018  

 
 

The accompanying notes are an integral part of these unaudited pro forma consolidated financial statements. 
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Cannabis Strategies Acquisition Corp.  

Unaudited Pro Forma Consolidated Statements of Operations 

For the Year Ended September 30, 2018 

 

 
 

The accompanying notes are an integral part of these unaudited pro forma consolidated financial statements. 
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Notes to the Unaudited Pro Forma Consolidated Financial Statements  

As at September 30, 2018 (expressed in US$) 

3 

 

1) Description of Transactions 

 

On October 17, 2018, Cannabis Strategies Acquisition Corp. (“CSAC” or the “Corporation”) and its 

wholly-owned subsidiary, CSAC Acquisition Inc. (“CSAC AcquisitionCo”), entered into the following 

Definitive Agreements to acquire five (5) businesses (the “Target Businesses”): 

 Equity Exchange Agreement dated as of October 17, 2018, among Green Partners Investor LLC 

and Green Partners Sponsor I, LLC as the shareholders of Sira, Louis Karger as sellers’ 

representative, Sira, CSAC AcquisitionCo and CSAC (the “Sira Agreement”); 

 Asset Purchase Agreement dated as of October 17, 2018, among Canopy, Lemon Aide, LLC, 

Kynd-Strainz, LLC, CSAC AcquisitionCo and CSAC (the “Canopy Agreement”); 

 Equity Purchase Agreement dated as of October 17, 2018, among the members of Washoe, Mark 

E. Pitchford as sellers’ representative, Washoe, CSAC AcquisitionCo and CSAC (the “Washoe 

Agreement”); 

 Equity Purchase Agreement, dated as of October 17, 2018, among the members of LivFree, Steve 

Menzies as sellers’ representative, LivFree, CSAC AcquisitionCo and CSAC (the “LivFree 

Agreement”); and 

 Equity Purchase Agreement dated as of October 17, 2018, among Mark Smith and Daniel Griffin 

as the members of Cannapunch, Cannapunch, Mark Smith as sellers’ representative, CSAC 

AcquisitionCo and CSAC (the “Cannapunch Agreement”, and together with the Sira Agreement, 

the Canopy Agreement, the Washoe Agreement and the LivFree Agreement, the “Definitive 

Agreements”).  

The description of the Definitive Agreements, both below and elsewhere in this prospectus, is a summary 

only, is not exhaustive and is qualified in its entirety by reference to the terms of the Definitive 

Agreements, which may be found on CSAC’s profile on SEDAR at www.sedar.com.  

 

Acquisition of Sira 

 

Pursuant to the Sira Agreement, the shareholders of Sira agreed to contribute all of the issued and 

outstanding securities of Sira to CSAC AcquisitionCo in exchange for (i) a note in the amount of 

$5,000,000 (the “Sira Promissory Note”) to a lender of Sira that will be secured by a first-priority security 

interest over all of the assets of Sira, (ii) the issuance of an aggregate of 1,885,606 shares of Class B 

Common Stock of CSAC AcquisitionCo that are exchangeable on a one-for-one basis into CSAC Class B 

Shares (such shares of CSAC AcquisitionCo, the “Exchangeable Shares”) with a deemed value of $15.91, 

some of which are being issued to the lenders of Sira to satisfy existing indebtedness of Sira, and (iii) a 

cash payment of $15,000,000 to pay existing indebtedness of Sira.  50% of the Exchangeable Shares 

issuable under the Sira Agreement will be subject to a six-month post-closing lock-up period and the 

other 50% of such Exchangeable Shares will be subject to a twelve-month post-closing lock-up period. 

Exchange of the Exchangeable Shares for CSAC Class B Shares is also subject to applicable restrictions 

under applicable U.S. securities laws. Additionally, CSAC AcquisitionCo will pay by wire transfer to the 

sellers, such seller’s pro rata share of the fair market value of Sira’s inventory above a target level set at 

$800,000 (the “Inventory Payment”), pursuant to a formula to be agreed to between Sira and CSAC 

AcquisitionCo prior to the closing. One-third of this Inventory Payment will be paid by CSAC 

AcquisitionCo following the closing date of the Transaction and the remaining two-thirds within 90 days 

following the closing. The Sira Agreement also contains an earn-out provision that may entitle the sellers 

http://www.sedar.com/
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to earn additional consideration, if certain Adjusted EBITDA (as defined in the Sira Agreement) 

milestones are achieved at Sira’s planned cultivation facility in Milford, MA over its first full year of 

operation. Such facility may not be financed with third-party debt that exceeds 50% of the cost of 

construction and a first priority mortgage (which would be subordinated to any third-party construction 

lender) on such facility will provide further security for the Sira Promissory Note. CSAC may set off 

indemnification claims against any payments to be made by it under the earn-out provision and/or the Sira 

Promissory Note, except the total amount set off against earn-out payments and the Sira Promissory Note 

may not exceed $5,000,000 in the aggregate.   

 

Acquisition of Canopy 
 

Pursuant to the Canopy Agreement: (i) Canopy agreed to contribute all of the assets of its two operating 

companies, Lemon Aide, LLC and Kynd-Strainz, LLC (together, the “Canopy Target Businesses”), 

except for certain retained licenses and associated inventory, the transfer of which is subject to consent 

from regulatory authorities (the “Canopy Consents”), to a “NewCo” entity (the “Canopy NewCo”) (the 

“Canopy Reorganization”); (ii) CSAC AcquisitionCo agreed to acquire all of the equity interests of 

Canopy NewCo in exchange for (A) a promissory note in the amount of $4,500,000 (the “Canopy 

Promissory Note”) to Canopy that will be secured by a first-priority security interest over all of the assets 

of Canopy NewCo, (B) the issuance to Canopy of an aggregate of 250,000 Exchangeable Shares with a 

deemed value of $5,500,000 and (C) cash consideration in the amount of $7,000,000, some of which will 

be used to pay debt and expenses of Canopy, as well as applicable taxes; (iii) CSAC AcquisitionCo 

agreed to assume a loan in the amount of approximately $400,000; and (iv) Canopy agreed to take all 

reasonable measures in good faith to secure the Canopy Consents and once obtained, agreed to convey 

these retained assets to CSAC via the transfer of the equity interests in the Canopy Target Businesses or 

the retained assets to CSAC AcquisitionCo for nominal consideration.  102,273 Exchangeable Shares 

issuable under the Canopy Agreement will be subject to a six-month post-closing lock-up period, a further 

102,273 Exchangeable Shares will be subject to a twelve-month post-closing lock-up period and 45,454 

Exchangeable Shares will not be subject to any lock-up period. Exchange of the Exchangeable Shares for 

CSAC Class B Shares is also subject to applicable restrictions under applicable U.S. securities laws. The 

sellers have no obligation to indemnify for losses incurred by CSAC as a result of the Canopy 

Reorganization except for certain obligations with respect to obtaining necessary regulatory approval.  

 

Additionally, CSAC agreed to issue additional Exchangeable Shares up to a year following the closing 

date in certain circumstances, subject to certain limitations. More specifically, if the trailing 3-day 

volume-weighted average trading price of the CSAC Class B Shares (the “Closing Price”) is less than 

C$29.00 on: (i) the closing date of the Canopy acquisition, a number of additional Exchangeable Shares 

may be issued to Canopy so that the cumulative market value of the Exchangeable Shares issued to 

Canopy on the closing date with no lock-up period is equal to $999,998; (ii) the date that is 180 days after 

the closing date of the Canopy acquisition, a number of additional Exchangeable Shares may be issued to 

Canopy so that the cumulative market value of the Exchangeable Shares issued to Canopy with a 6-month 

lock-up period is equal to $2,250,006; or (iii) the date that is 360 days after the closing date of the Canopy 

acquisition, a number of additional Exchangeable Shares may be issued to Canopy so that the cumulative 

market value of the Exchangeable Shares issued to Canopy with a 12-month lock-up period is equal to 

$2,250,006. Under no circumstances may the total number of additional Exchangeable Shares to be issued 

under this make-whole provision exceed 10% of the total number of issued and outstanding Class B 

shares of CSAC as of the closing date of the Transaction. 
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Acquisition of Washoe 

 

Pursuant to the Washoe Agreement: (i) Washoe and the members of Washoe agreed to contribute all of 

the assets of Washoe and its subsidiaries (including certain parcels of real property owned by Washoe or a 

subsidiary), except for certain retained licenses and associated inventory, the transfer of which is subject 

to consent from regulatory authorities (the “Washoe Consents”), to a “NewCo” entity (the “Washoe 

NewCo”) (the “Washoe Reorganization”); (ii) CSAC AcquisitionCo agreed to acquire all of the equity 

interests of the Washoe NewCo in exchange for (A) a promissory note in the amount of $5,640,000 (the 

“Washoe Promissory Note”) to the members of Washoe that will be secured by a first-priority security 

interest over all of the assets of Washoe NewCo, (B) the issuance to the members of Washoe of an 

aggregate of 256,364 Exchangeable Shares with a deemed value of $5,640,000 and (C) cash consideration 

in the amount of $16,670,000, some of which will be used to pay debt and expenses of Washoe, as well as 

applicable taxes; (iii) Washoe and its members agreed to take all reasonable measures in good faith to 

secure the Washoe Consents, and once obtained, agreed to convey these retained assets to CSAC via the 

transfer of the equity interests in Washoe or the retained assets to CSAC AcquisitionCo for nominal 

consideration; (iv) CSAC AcquisitionCo agreed to assume a member loan in the amount of approximately 

$6.5 million and issue 13,636 Exchangeable Shares in the name of such member (the “Washoe Lender”); 

and (v) CSAC AcquisitionCo agreed to assume mortgage debt of approximately $2.6 million in the 

aggregate, secured by real property owned by Washoe or its subsidiaries. 128,182 Exchangeable Shares 

issuable under the Washoe Agreement will be subject to a six-month post-closing lock-up period, and the 

other 128,182 Exchangeable Shares will be subject to a twelve-month post-closing lock-up period.  

 

Exchange of the Exchangeable Shares for CSAC Class B Shares is also subject to applicable restrictions 

under applicable U.S. securities laws. The sellers have no obligation to indemnify for losses incurred by 

CSAC as a result of the Washoe Reorganization except for certain obligations with respect to obtaining 

necessary regulatory approval. 

 

Additionally, CSAC agreed to issue additional Exchangeable Shares up to a year following the closing 

date in certain circumstances, subject to certain limitations.  More specifically, if the Closing Price is less 

than C$29.00 on: (i) the date that is 180 days after the closing date of the Washoe acquisition, a number 

of additional Exchangeable Shares may be issued to the sellers of Washoe so that the cumulative market 

value of the Exchangeable Shares issued to such persons with a 6-month lock-up period is equal to 

$2,820,000 and a number of additional Exchangeable Shares may be issued to the Washoe Lender so that 

the cumulative market value of the Exchangeable Shares issued to the Washoe Lender with a 6-month 

lock-up period is equal to $150,000 or (ii) the date that is 360 days after the closing date of the Washoe 

acquisition, a number of additional Exchangeable Shares may be issued to the sellers of Washoe so that 

the cumulative market value of the Exchangeable Shares issued to such persons with a 12-month lock-up 

period is equal to $2,820,006 and a number of additional Exchangeable Shares may be issued to the 

Washoe Lender so that the cumulative market value of the Exchangeable Shares issued to the Washoe 

Lender with a 12-month lock-up period is equal to $150,000.  Under no circumstances may the total 

number of additional Exchangeable Shares to be issued under this make-whole provision exceed 10% of 

the total number of issued and outstanding Class B shares of CSAC as of closing date of the Transaction. 

On closing, Canopy will grant to CSAC or its affiliates a five-year option to purchase the real property 

owned by affiliates of Canopy and used in the business of the Canopy Target Businesses at fair market 

value. 
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Acquisition of LivFree 

 

Pursuant to the LivFree Agreement: (i) LivFree and the members of LivFree agreed to contribute all of 

the assets of LivFree and its subsidiaries, except for certain retained licenses and associated inventory, the 

transfer of which is subject to consent from regulatory authorities (the “LivFree Consents”), to a 

“NewCo” entity (“LivFree NewCo”) (the “LivFree Reorganization”); (ii) CSAC AcquisitionCo agreed to 

acquire all of the equity interests of LivFree NewCo in exchange for (A) a promissory note in the amount 

of $20,000,000 (the “LivFree Promissory Note”) to the members of LivFree that will be secured by a 

first-priority security interest over all of the assets of LivFree NewCo, (B) the issuance to the members of 

LivFree of an aggregate of 4,342,432 Exchangeable Shares with a deemed value of $70,000,000 

(approximately $16.10 per Exchangeable Share) and (C) cash consideration in the amount of 

$29,500,000, some of which will be used to pay debt and expenses of LivFree, as well as applicable taxes; 

and (iv) LivFree and its members agreed to take all reasonable measures in good faith to secure the 

LivFree Consents, and once obtained, agreed to convey these retained assets to CSAC via the transfer of 

the equity interests in LivFree or the retained assets to CSAC AcquisitionCo for nominal consideration. 

3,038,986 Exchangeable Shares issuable under the LivFree Agreement will be subject to a six-month 

post-closing lock-up period, and the other 1,303,446 Exchangeable Shares will be subject to a twelve-

month post-closing lock-up period. Exchange of the Exchangeable Shares for CSAC Class B Shares is 

also subject to applicable restrictions under applicable U.S. securities laws. The sellers have no obligation 

to indemnify for losses incurred by CSAC as a result of the LivFree Reorganization except for certain 

obligations with respect to obtaining necessary regulatory approval. On closing, LivFree will grant to 

CSAC or its affiliates a five-year option to purchase the real property owned by affiliates of LivFree and 

used in the business of LivFree at fair market value. On closing, Washoe will grant to CSAC or its 

affiliates a five-year option to purchase the real property owned by affiliates of Washoe and used in the 

business of Washoe at fair market value. 

 

Acquisition of CannaPunch 

 

Pursuant to the Cannapunch Agreement: (i) Cannapunch and the members of Cannapunch agreed to 

contribute all of the assets of Cannapunch and its subsidiaries, except for certain retained licenses and 

associated inventory, the transfer of which is subject to consent from regulatory authorities (the 

“Cannapunch Consents”), to a “NewCo” entity (“Cannapunch NewCo”) (the “Cannapunch 

Reorganization”); (ii) CSAC AcquisitionCo agreed to acquire all of the equity interests of Cannapunch 

NewCo in exchange for (A) a promissory note in the amount of $2,000,000 (the “Cannapunch Promissory 

Note”) to the members of Cannapunch that will be secured by a first-priority security interest over all of 

the assets of Cannapunch NewCo, (B) the issuance to the members of Cannapunch of an aggregate of 

866,668 Exchangeable Shares with a deemed value of $14,000,000 and (C) cash consideration in the 

amount of $750,000, some of which will be used to pay debt and expenses of Cannapunch, as well as 

applicable taxes; and (iii) Cannapunch and its members agreed to take all reasonable measures in good 

faith to secure the Cannapunch Consents and once obtained, agreed to convey these retained assets to 

CSAC via the transfer of the equity interests in Cannapunch or the retained assets to CSAC 

AcquisitionCo for nominal consideration. 433,334 Exchangeable Shares issuable under the Cannapunch 

Agreement will be subject to a six-month post-closing lock-up period, and the other 433,334 

Exchangeable Shares will be subject to a twelve-month post-closing lock-up period. Exchange of the 

Exchangeable Shares for CSAC Class B Shares is also subject to applicable restrictions under applicable 

U.S. securities laws. The sellers have no obligation to indemnify for losses incurred by CSAC as a result 

of the Cannapunch Reorganization except for certain obligations with respect to obtaining necessary 

regulatory approval. On closing, Cannapunch will grant to CSAC or its affiliates (i) a five-year option to 

purchase the real property owned by affiliates of Cannapunch and used in the business of Cannapunch at 
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fair market value and (ii) a license to use the Cannapunch name in all jurisdictions other than in the State 

of Colorado.   

 

Excessive Shareholder Redemptions of CSAC Class A Restricted Voting Shares 

The sellers in each of the Definitive Agreements agree that if excessive shareholder redemptions of the 

CSAC Class A Restricted Voting Shares occur in connection with the above-noted acquisitions such that 

CSAC AcqusitionCo will not have access to sufficient funds to pay the cash portion of the purchase under 

any of the Definitive Agreements (and such funds cannot be adequately replaced by other financing), a 

portion of such cash deficiency may be replaced, on a pro rata basis among the separate acquisitions 

based on the relative cash portions of consideration in each transaction, by the issuance of additional 

CSAC AcquisitionCo Exchangeable Shares to the sellers, at an issuance price of: (i) $15.91 per share in 

respect  of the Sira Agreement; (ii) C$22.00 per share in respect of the Canopy Agreement; (iii) C$22.00 

in respect of the Washoe Agreement; (iv) C$21.00 per share in respect of the LivFree Agreement; and (v) 

C$21.00 in respect of the CannaPunch Agreement. The Sira Agreement may be terminated at the option 

of the sellers thereto if such a replacement is made. 

 

2) Basis of Presentation 
 

The unaudited pro forma consolidated statement of financial position (“Pro Forma Statement of Financial 

Position”) as at September 30, 2018 has been prepared by CSAC to give effect to the Acquisitions, as if 

they had occurred on September 30, 2018.  The unaudited pro forma consolidated statement of operations 

for the year ended September 30, 2018 have been prepared by CSAC to give effect to the Acquisitions, as 

if they had occurred on October 1, 2017.  

 

CSAC financial statements have been translated per the Bank of Canada exchange rates as detailed 

below: 

 

 Statement of financial position as at September 30, 2018 has been translated at period end rate of 

CAD/USD of 0.7725 

 Statement of operations for the year ended September 30, 2018 has been translated at 12 month 

average rate of CAD/USD of 0.7793 

 

The Pro Forma Financial Statements are derived from the following: 

 

 The audited financial statements of CSAC as at and for the period from October 1, 2017 to 

September 30, 2018 and the related notes;  

 The audited financial statements of Sira, Canopy, Washoe and LivFree for the year ended 

December 31, 2017 and the related notes; 

 The audited financial statements of CannaPunch for the period from March 30, 2017 (inception 

date) to December 31, 2017 and the related notes; 

 The unaudited condensed interim financial statements of Sira, Canopy, Washoe, LivFree and 

CannaPunch for the three and nine months period ended September 30, 2018. 

 

The Pro Forma Consolidated Financial Statements were prepared using the acquisition method of 

accounting in accordance with IFRS 3, Business Combinations, with CSAC being the accounting and 

legal acquirer. It uses the fair value concepts defined in IFRS 13, Fair Value Measurement, and was based 

on the historical financial statements of CSAC, Sira, Canopy, Washoe, LivFree and CannaPunch. All 
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financial data in the Pro Forma Financial Statements are presented in United States Dollars, unless stated 

otherwise.  

 

Under the acquisition method of accounting, the assets acquired and liabilities assumed are recorded as of 

the completion of the Acquisitions at their respective fair values. Under IFRS 3, acquisition-related 

transaction costs (i.e., advisory, legal, valuation, other professional fees) and certain acquisition-related 

restructuring charges are not included as a component of consideration transferred but are accounted for 

as expenses in the periods in which the costs are incurred. Total acquisition-related transaction costs 

incurred by CSAC in connection with the acquisitions were approximately $9.1 million in the year ended 

September 30, 2018. No amounts were incurred by Canopy, Sira, Washoe, CannaPunch, and LivFree. 

 

The accounting for the Acquisitions is dependent upon valuations, where available, that are provisional 

and are subject to change. Management will finalize the acquisition accounting for the Acquisitions no 

later than one year from the date of the respective acquisition dates as required under IFRS 3. 

Accordingly, certain pro forma adjustments are preliminary and have been prepared solely for the purpose 

of these Pro Forma Financial Statements. Differences between these provisional estimates and the final 

acquisition accounting may occur and these differences could have a material impact on CSAC’s future 

financial performance. In addition, the Pro Forma Statements of Income do not reflect any cost savings, 

operating synergies or revenue enhancements that the consolidated businesses may achieve, the costs to 

integrate the operations of CSAC and the Acquisitions, or any costs necessary to achieve these cost 

savings, operating synergies and revenue enhancements. 

 

3) Accounting Policies 

 

The accounting policies used in the preparation of these unaudited Pro Forma Consolidated Financial 

Statements are consistent with those described in the audited financial statements of CSAC for the year 

ended September 30, 2018. CSAC has conducted a review of the Acquisitions’ accounting policies and 

has not identified any differences in accounting policies that were applied historically by these entities. 

Additional accounting policies related to the Target companies will be included in the CSAC consolidated 

financial statements after acquisition on going forward basis. For purposes of these Unaudited Pro Forma 

Consolidated Financial Statements, certain reclassifications have been made to the Acquisitions’ 

historical financial statements (as described in notes 6 and 8) to conform to the classifications adopted by 

CSAC.   

 

4) Preliminary Purchase Price Consideration 
 

Each of the Acquisitions is subject to specific terms relating to satisfaction of the purchase price by 

CSAC and incorporates payments in cash, notes payables and shares. In addition, the purchase prices may 

be adjusted for consideration of acquisition date working capital.  No working capital adjustments have 

been reflected in the Pro Forma Financial Statements. IFRS 3 requires that contingent consideration be 

estimated and recorded at the acquisition date with subsequent changes to estimates reflected in earnings. 

For purposes of the Unaudited Pro Forma Consolidated Financial Statements, all estimates of contingent 

consideration are preliminary and subject to change. In addition, the purchase prices may be adjusted for 

consideration of acquisition date working capital.  No working capital adjustments have been reflected in 

the Pro Forma Financial Statements.  

 

 

 

The total purchase price consideration is summarized as follows:  
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Sira Acquisition 
 

Pursuant to the terms of the Definitive Agreement, CSAC will satisfy the purchase price of $50 million 

for Sira through the following:  

 

i. $15.0 million of the Sira purchase price is to be paid in the form of cash consideration; 

 

ii. $5.0 million of the Sira purchase price is to be paid in the form of a promissory note payable; and 

 

iii. $30.0 million of the Sira purchase price is to be paid in the form of 1,885,606 exchangeable 

shares of CSAC AcquisitionCo that are exchangeable on a one-for-one basis into an equal 

number of CSAC Class B shares. 

 

iv. The Sira Agreement also contains an earn-out provision that may entitle the sellers to earn 

additional consideration, if certain Adjusted EBITDA (as defined in the Sira Agreement) 

milestones are achieved at Sira’s planned cultivation facility in Milford, MA over its first full 

year of operation, which is expected to be 2020. See “Description of Transactions – Acquisition 

of Sira.”  

 

Canopy acquisition 
 

Pursuant to the terms of the Definitive Agreement, CSAC will satisfy the purchase price of $17 million 

for Canopy through the following:  

 

i. $7.0 million of the Canopy purchase price is to be paid in the form of cash consideration.  

 

ii. $4.50 million of the Canopy purchase price is to be paid in the form of a promissory note 

payable; and 

 

iii. $5.50 million of the Canopy purchase price is to be paid in the form of 250,000 exchangeable 

shares of CSAC AcquisitionCo that are exchangeable on a one-for-one basis into an equal 

number of CSAC Class B shares. 

 

iv. Pursuant to the terms of the Canopy Agreement, CSAC will assume Canopy loans outstanding 

with total principal value of approximately $400,000. 

 

Washoe Acquisition   
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Pursuant to the terms of the Definite Agreement, CSAC will satisfy the purchase price of $27.950 million 

for Washoe through the following:  

 

i. $16.670 million of the Washoe purchase price is to be paid in the form of cash consideration.  

 

ii. $5.640 million of the Washoe purchase price is to be paid in the form of a promissory note 

payable; and 

 

iii. $5.640 million of the Washoe purchase price is to be paid in the form of 256,364 exchangeable 

shares of CSAC AcquisitionCo that are exchangeable on a one-for-one basis into an equal 

number of CSAC Class B shares. 

 

iv. Pursuant to the terms of the Washoe Agreement, CSAC will assume Washoe loans outstanding 

with total principal value of approximately $9,100,000 and will issue 13,636 Exchangeable 

Shares to a Washoe lender.   

 

 
 

LivFree Acquisition 
 

Pursuant to the terms of the Definite Agreement, CSAC will satisfy the purchase price of $119.50 million 

for LivFree through the following:  

 

i. $29.50 million of the LivFree purchase price is to be paid in the form of cash consideration.  

 

ii. $20.0 million of the LivFree purchase price is to be paid in the form of a promissory note 

payable; and 

 

iii. $70 million of the LivFree purchase price is to be paid in the form of 4,342,432 exchangeable 

shares of CSAC AcquisitionCo that are exchangeable on a one-for-one basis into an equal 

number of CSAC Class B shares. 

 

CannaPunch Acquisition 
 

Pursuant to the terms of the Definite Agreement, CSAC will satisfy the purchase price of $16.75 million 

for CannaPunch through the following:  

 

i. $0.750 million of the CannaPunch purchase price is to be paid in the form of cash consideration.  

 

ii. $2.0 million of the CannaPunch purchase price is to be paid in the form of a promissory note 

payable; and 

 

iii. $14.0 million of the CannaPunch purchase price is to be paid in the form of 866,668 

exchangeable shares of CSAC AcquisitionCo that are exchangeable on a one-for-one basis into 

an equal number of CSAC Class B shares. 

 

5) Preliminary acquisition accounting 
 

Assuming an acquisition date of October 1, 2017, a preliminary estimate of the fair values of the assets to 

be acquired and the liabilities to be assumed by CSAC in connection with the proposed acquisitions is as 

follows: 
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a) The carrying values of the assets acquired, including cash and equivalents, accounts receivable, 

prepaid expenses and other assets, investment in associates and deferred tax assets are all assumed to 

be representative of their estimated fair values given the short timeframe until settlement. 

 

b) The carrying values of the liabilities assumed, including trade payables, accrued liabilities, advance 

from a related corporation, income tax payable, accrued interest payable and debts payable are all 

assumed to be representative of their estimated fair values given the short timeframe until settlement.  

 

c) A preliminary fair value estimate of $59,520,894 has been assigned to intangible assets representing 

licenses and intellectual properties. The assumptions used to determine the fair value of the acquired 

licenses and intellectual properties may change as CSAC finalises valuations of the acquired 

intangible assets following the completion of the Acquisitions. 

 

d) The carrying value of long term borrowings approximates the fair value of these liabilities. The value 

is preliminary and subject to change.  

 

e) Goodwill represents the difference between the acquisition date fair value of the consideration 

transferred and the values assigned to the assets acquired and liabilities assumed. Goodwill is not 

amortized and is not deductible for tax purposes.  

 

f) Assets acquired at their fair market values include inventory, biological assets and property, plant and 

equipment. 
 

 

6) Pro Forma adjustments to the statement of operations in connection with acquisitions 

 

The following summarizes the pro forma adjustments in connection with the acquisitions of the Target 

Businesses to give effect to the acquisitions as if they had occurred on October 1, 2017 for purposes of the 
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unaudited pro forma consolidated statements of operations for the nine months and year ended September 

30, 2018: 

 

a) Intercompany balances were eliminated on consolidation consequent to acquisitions of the Target 

Businesses by CSAC.  

 

b) Intercompany transactions in the nature of sales, purchases and management fee were eliminated on 

consolidation consequent to the acquisitions of the Target Businesses by CSAC.  

 

c) To incorporate estimated transaction cost of $6,000,000 in connection of acquisition of the Target 

Businesses by CSAC.  

 

d) The tax rate is expected to be approximately 27% as a result of acquisitions. However, no impact of 

tax other than what is reflected historically on the financial statements of the Issuer and the entities 

being acquired, has been shown in the Pro Forma statements. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7) Constructed/calculated statements of operations 

 

The financial statements of the businesses used to prepare the pro forma financial statements, were 

prepared for the purpose of the pro forma financial statements and do not conform with the financial 

statements for the businesses included elsewhere in the prospectus. 

 

For the purpose of the unaudited pro forma consolidated financial statements, the respective entities’ 

unaudited pro forma statements of operations for the year ended September 30, 2018 were calculated as 

follows: 

 

Sira 
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Canopy 
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8) Pro Forma adjustments to the Pro Forma statement of Financial Position in connection with the 

Acquisitions of the Target Businesses 

 

The following summarizes the pro forma adjustments in connection with the acquisitions of the Target 

Businesses to give effect to the acquisitions as if they had occurred on October 1, 2017 for purposes of the 

unaudited pro forma consolidated statement of financial position as at September 30, 2018: 

 

a) Cash, shares and notes payable totaling $231,200,000 is paid/issued on the acquisitions.  

 

b) To reflect the fair value adjustment to the licenses and intellectual property as discussed under 

“Preliminary Acquisition Accounting” section above (refer to note 5(c)). 

 

c) Goodwill represents the excess of the preliminary estimated purchase price over the estimated fair 

value of the tangible and identifiable intangible assets acquired and liabilities assumed by CSAC. 

Goodwill represents the value of intangible assets that do not qualify for separate recognition.  

 

d) All members’ equity relating to the Target Businesses were eliminated upon each respective 

acquisition thereof by CSAC. 

 

e) Upon the acquisition of each of the Target Businesses, the restricted cash and short-term investments 

held in escrow was transferred to cash.   

 

f) To incorporate estimated transaction cost of $6,000,000 in connection of acquisition of Target 

companies by CSAC.  

 

g) This adjustment relates to the closing of the transaction. This adjustment has been presented assuming 

no redemption of CSAC’s Class A Restricted Voting Shares, prior to the closing of the 

transaction.  The adjustment includes the following elements: (i) release of $104.8 million from 

restricted cash held in the form of flexible guaranteed investment certificates to cash, and (ii) release 

of $3.6 million to pay deferred underwriters commission.  The number of CSAC Class A Restricted 

Voting Shares that will be redeemed will occur at the time of completion of the transactions cannot be 

known until shortly before the time that the transactions are affected. The redemption of no CSAC 

Class A Restricted Voting Shares used in the pro forma financial statements is an assumption for 

illustrative purposes. 

 

From a sensitivity perspective, if this adjustment had been presented assuming a redemption of 50% of 

CSAC Class A Restricted Voting Shares, then $52.4 million of restricted cash and flexible guaranteed 

investment certificates will be converted into cash resources and $52.4 million will be used to settle 

the redemption of 50% of the CSAC Class A Restricted Voting Shares.  If this adjustment had been 

presented assuming a redemption of 25% of CSAC Class A Restricted Voting Shares, then $78.6 

million of restricted cash and flexible guaranteed investment certificates will be converted into cash 

resources and $26.2 million will be used to settle the redemption of 25% of the CSAC Class A 

Restricted Voting Shares. 

 

h) To show the repayment of the Deferred underwriters’ commission as a reduction of the liability and 

cash. 

 

i) To adjust for the fair market value of assets taken over by CSAC on acquisition as disclosed in Note 5. 
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9) Pro Forma Earnings per Share (“Pro Forma EPS”) 

 

The Pro Forma EPS have been adjusted to reflect the pro forma unaudited consolidated statement of 

operations for the year ended September 30, 2018. In addition, the number of shares used in calculating 

the unaudited pro forma consolidated basic and diluted earnings per share has been adjusted to reflect the 

estimated total number of common shares of CSAC that would be outstanding as of the closing of the 

acquisitions of the Target Businesses.  

 

The pro forma total number of shares of common stock of the consolidated corporation that would be 

outstanding after the expected closing of the acquisitions of the Target Businesses noted below in the 

table. 

 

The following is a breakdown of the EPS calculation:  
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APPENDIX “E”  

DIFFERENCES BETWEEN THE OBCA AND THE BCBCA 

The BCBCA provides shareholders with substantially the same rights as are available to shareholders under the 

OBCA, including approval rights over fundamental changes, rights of dissent and appraisal and rights to bring 

derivative actions and oppression actions; however, there are certain differences between the two statutes and the 

regulations made thereunder, which may be relevant to CSAC Shareholders.  

The following is a summary of certain differences between the OBCA and the BCBCA, but it is not intended to be a 

comprehensive review of the two statutes. Reference should be made to the full text of both statutes and the 

regulations thereunder for particulars of any differences between them, and CSAC Shareholders should consult their 

legal or other professional advisors with regard to all of the implications of the Continuance which may be of 

importance to them. 

Charter Documents 

Under the OBCA, a corporation’s charter documents consist of (i) “articles of incorporation,” which set forth, 

among other things, the name of the corporation, the amount and type of authorized capital and the terms (including 

any special rights and restrictions) attaching thereto, and the minimum and maximum number of directors of the 

corporation; and (ii) the “by-laws,” which govern the management of the corporation’s affairs. The articles are filed 

with the Director under the OBCA and the by-laws are filed with the corporation’s registered office, or at another 

location designated by the corporation’s directors. 

Under the BCBCA, a corporation’s charter documents consist of (i) a “notice of articles,” which sets forth, among 

other things, the name of the corporation, the amount and type of authorized capital and whether any special rights 

and restrictions are attached to each class or series thereof, and certain information about the directors of the 

corporation; and (ii) the “articles” which govern the management of the corporation’s affairs and set forth the special 

rights and restrictions attached to each authorized class or series of shares. The notice of articles is filed with the BC 

Registrar, while articles are filed only with the corporation’s records office. 

Sale of Business or Assets 

Under the OBCA a sale, lease or exchange of all or substantially all the property of a corporation other than in the 

ordinary course of business requires a special resolution passed by two-thirds of votes cast by shareholders at a 

meeting called to approve such transaction. If such a transaction would affect a particular class or series of shares of 

the corporation in a manner different from the shares of another class or series of the corporation entitled to vote on 

such transaction, the holders of such first mentioned class or series of shares, whether or not they are otherwise 

entitled to vote, are entitled to vote separately as a class or series. 

The BCBCA requires the sale, lease or other disposition of all or substantially all of a corporation’s undertaking, 

other than in the ordinary course of its business, to be authorized by special resolution, being a resolution passed by 

shareholders where the majority of the votes cast by shareholders entitled to vote on the resolution constitutes a 

special majority (i.e., two-thirds of the votes cast, unless a greater majority of up to three-quarters is required by the 

articles). The BCBCA contains a number of exceptions that are not included in the OBCA, such as with respect to 

dispositions by way of security interests, certain kinds of leases and dispositions to related corporations or entities. 

Amendments to the Charter Documents 

Any substantive change to the articles of a corporation under the OBCA, such as alteration of the restrictions, if any, 

on the business that may be carried on by the corporation, a change in the name of the corporation or an increase or 

reduction of the authorized capital of the corporation requires a special resolution passed by not less than two-thirds 

of the votes cast by shareholders at a meeting called to approve such change. Other fundamental changes such as an 

alteration of special rights and restrictions attached to the issued shares or a proposed amalgamation or continuation 

of a corporation out of the jurisdiction also require a special resolution passed by not less than two-thirds of the 

votes cast by the holders of shares of each class entitled to vote at a general meeting of the corporation. The holders 
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of shares of a class or of a series are, in certain situations and unless the articles provide otherwise, entitled to vote 

separately as a class or series upon a proposal to amend the articles. 

Pursuant to the BCBCA, fundamental changes generally require a resolution passed by a special majority of the 

votes cast by shareholders entitled to vote on the resolution (i.e., two-thirds of the votes cast, unless a greater 

majority of up to three-quarters is required by the articles), unless the BCBCA or the articles require a different type 

of resolution to make such change. Accordingly, certain alterations to a BCBCA corporation, such as a name change 

or certain changes in its authorized share structure, can be approved by a different type of resolution where specified 

in the articles, subject always to the requirement that a right or special right attached to issued shares must not be 

prejudiced or interfered with under the BCBCA or under the notice of articles or articles unless the shareholders 

holding shares of the class or series of shares to which such right or special right is attached consent by a special 

separate resolution of those shareholders. Barrick has formulated the proposed articles to emphasize the continuity 

of rights of CSAC Shareholders, and therefore, the proposed articles contemplate that fundamental changes will 

require shareholder approval from not less than two-thirds of the votes cast by shareholders at a meeting called to 

approve such changes. 

Rights of Dissent and Appraisal 

The OBCA provides that registered shareholders who dissent to certain actions being taken by a corporation may 

exercise a right of dissent and require the corporation to purchase the shares held by such shareholder at the fair 

value of such shares. The dissent right is applicable where the corporation proposes to: (i) amend its articles under 

Section 168 of the OBCA to add, change or remove restrictions on the issue, transfer or ownership of shares of a 

class or a series of shares of a corporation; (ii) amend its articles under Section 168 of the OBCA to add, change or 

remove any restriction on the business or businesses that the corporation may carry on or upon the powers that the 

corporation may exercise; (iii) amalgamate with another corporation under Section 175 or 176 of the OBCA; (iv) be 

continued under the laws of another jurisdiction under Section 181 of the OBCA; or (v) sell, lease or exchange all or 

substantially all of its property under Subsection 184(3) of the OBCA. 

The BCBCA contains a similar dissent remedy, although the triggering events and procedure for exercising this 

remedy are slightly different from those contained in the OBCA. Pursuant to the BCBCA, the dissent right is also 

available with respect to a resolution to approve an arrangement, if the terms of the arrangement permit dissent, any 

other resolution if dissent is authorized by the resolution, and with respect to any court order that permits dissent, but 

is not available with respect to an alteration to the articles to add, change or remove restrictions on the issue, transfer 

or ownership of shares. In addition, under the BCBCA, such dissent must be exercised with respect to all of the 

shares to which the dissenting shareholder is the registered and beneficial owner (and cause the registered owner of 

any such shares beneficially owned by the dissenting shareholder to dissent with respect to all such shares).  

Oppression Remedies 

Pursuant to the OBCA, a registered holder, beneficial holder or former registered holder or beneficial holder of a 

security of a corporation or its affiliates, a director, former director, officer or former officer of a corporation or any 

of its affiliates, or any other person who, in the discretion of a court, is a proper person to seek an oppression remedy 

(each, a “complainant”), and in the case of an offering corporation, the Ontario Securities Commission, may apply 

to a court for an order to rectify the matters complained of where, in respect of a corporation or any of its affiliates: 

 any act or omission of a corporation or its affiliates effects or threatens to effect a result; 

 the business or affairs of the corporation or any of its affiliates are, have been or are threatened to be carried 

on or conducted in a manner; or 

 the powers of the directors of the corporation or any of its affiliates are, have been or are threatened to be 

exercised in a manner, 
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that is oppressive or unfairly prejudicial to, or that unfairly disregards the interests of any security holder, creditor, 

director or officer of the corporation. On such an application, the court may make such order as it sees fit, including 

but not limited to, an order restraining the conduct complained of. 

The BCBCA contains a similar oppression remedy. The remedy under the BCBCA is not expressly available for 

“unfairly disregarding the interests” of the shareholder. Also, in British Columbia, the oppression remedy is only 

available to shareholders (although in connection with an oppression action, the term “shareholder” includes 

beneficial shareholders and any other person whom a court considers to be an appropriate person to make such an 

application). Under the OBCA, the complainant can complain not only about acts of the corporation and its directors 

but also acts of an affiliate of the corporation and the affiliate’s directors, whereas under the BCBCA, the 

shareholder can complain only of oppressive conduct of the corporation. Pursuant to the BCBCA the applicant must 

bring the application in a timely manner, which is not required under the OBCA, and the court may make an order in 

respect of the complaint if it is satisfied that the application was brought by the shareholder in a timely manner. As 

with the OBCA, under the BCBCA the court may make such order as it sees fit, including an order to prohibit any 

act proposed by the corporation. Pursuant to the OBCA, a corporation is prohibited from making a payment to a 

successful applicant in an oppression claim if there are reasonable grounds for believing that (i) the corporation is, or 

after the payment, would be unable to pay its liabilities as they become due, or (ii) the realization value of the 

corporation’s assets would thereby be less than the aggregate of its liabilities. Under the BCBCA, if there are 

reasonable grounds for believing that the corporation is, or after a payment to a successful applicant in an oppression 

claim would be, unable to pay its debts as they become due in the ordinary course of business, the corporation must 

make as much of the payment as possible and pay the balance when the corporation is able to do so.  

Shareholder Derivative Actions 

Under the OBCA, a complainant may, with judicial leave, bring an action in the name and on behalf of the 

corporation or any of its subsidiaries or intervene in an action to which a corporation or any of its subsidiaries is a 

party, for the purpose of prosecuting, defending or discontinuing the action on behalf of the corporation or 

subsidiary. 

Similar rights to bring a derivative action are contained in the BCBCA, but these rights extend only to shareholders 

(although in connection with a derivative action, the term “shareholder” includes beneficial shareholders and any 

other person whom the court considers to be an appropriate person to make such an application) and directors. 

Shareholder Proposals 

Both the OBCA and the BCBCA contain provisions with respect to shareholder proposals. 

Under the OBCA, a shareholder entitled to vote at a meeting of shareholders may (i) submit to the corporation 

notice of a proposal and (ii) discuss at the meeting any matter in respect of which such shareholder would have been 

entitled to submit a proposal. A corporation that solicits proxies shall send the proposal in the information circular or 

attach the proposal to the circular. If requested by the shareholder, management must also enclose with the 

information circular a statement by the shareholder in support of the proposal provided such statement meets certain 

criteria. In addition, a proposal may include nominations for the election of directors if the proposal is signed by one 

or more holders of shares representing in the aggregate not less than 5% of the shares or 5% of the shares of a class 

or series of shares of the corporation entitled to vote at the meeting to which the proposal is to be presented. 

Management is not required to send the proposal or supporting statement with the management information circular 

where: 

 notice of the proposal is submitted (i) less than 60 days before the anniversary date of the previous annual 

meeting, if the matter is proposed to be raised at an annual meeting, or (ii) less than 60 days before a 

meeting other than the annual meeting, if the matter is proposed to be raised at a meeting other than the 

annual meeting;  

 it clearly appears that the primary purpose of the proposal is to enforce a personal claim or redress a 

personal grievance against the corporation or its directors, officers or security holders; 
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 it clearly appears that the proposal does not relate in a significant way to the business or affairs of the 

corporation; 

 within two years before the receipt by the corporation of a person’s notice of proposal, the person failed to 

present, in person or by proxy, at a meeting of the corporation’s shareholders, a proposal which had been 

submitted by the person and had been included in a management information circular or a notice of meeting 

relating to that shareholders’ meeting; or 

 substantially the same proposal was submitted to shareholders in a management information circular, 

dissident’s information circular, or notice of a meeting relating to a previous meeting of shareholders, and 

the previous meeting was held within five years before the receipt by the corporation of the person’s 

current notice of proposal, and at that previous meeting, the proposal did not receive the requisite support. 

 

Pursuant to the BCBCA, a proposal may only be submitted by qualified shareholders, which means an owner 

(whether registered or beneficial) of shares that carry the right to vote at a general meeting who has been such a 

shareholder for an uninterrupted period of at least two years before the date of signing the proposal, provided that 

such shareholder has not, within two years before the date of the signing of the proposal, failed to present, in person 

or by proxy, at any annual general meeting, an earlier proposal submitted by such shareholder in respect of which 

the corporation complied with its obligations under the BCBCA. 

The proposal must meet certain criteria and must be supported by qualified shareholders who, together with the 

submitter, are registered or beneficial owners of shares that, in the aggregate, constitute at least 1% of the issued 

shares of the corporation that carry the right to vote at general meetings, or that have a fair market value in excess of 

Cdn $2,000. 

A corporation that receives such a proposal must send the text of the proposal, the names and mailing addresses of 

the submitter and supporting shareholders, and the text of any supporting statement accompanying the proposal to 

all of the persons who are entitled to notice of the annual general meeting in relation to which the proposal is made. 

Such information must be sent in, or within the time for sending of, the notice of the applicable annual general 

meeting, or in the corporation’s information circular, if any, sent in respect of the applicable annual general meeting. 

If the submitter is a qualified shareholder at the time of the annual general meeting to which its proposal relates, the 

corporation must allow the submitter to present the proposal, in person or by proxy, at such meeting. If two or more 

proposals received by the corporation in relation to the same annual general meeting are substantially the same, the 

corporation needs to comply only with such requirements in relation to the first proposal received and not any 

others. The corporation may also refuse to process a proposal in certain other circumstances, which are similar to 

those exceptions provided under the OBCA, but under the BCBCA, a corporation may also refuse to process a 

proposal that deals with matters beyond the corporation’s power to implement. 

Requisition of Meeting 

The OBCA permits the holders of not less than 5% of the issued shares that carry the right to vote at a meeting to 

require the directors to call a meeting of shareholders of a corporation for the purposes stated in the requisition. If 

the directors do not call a meeting within 21 days of receiving the requisition, any shareholder who signed the 

requisition may call the meeting. 

The BCBCA provides that one or more shareholders of a corporation holding not less than 5% of the issued voting 

shares of the corporation may give notice to the directors requiring them to call and hold a general meeting within 

four months.  

Form of Proxy and Information Circular 

The OBCA requires an offering corporation, currently with or prior to sending notice of a meeting of shareholders, 

to send a form of proxy to each shareholder who is entitled to receive notice of the meeting, and to provide a 

management information circular containing prescribed information regarding the matters to be dealt with at, and 

the conduct of, the meeting. 
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The BCBCA does not contain provisions that require the mandatory solicitation of proxies and delivery of a 

management information circular as these matters are governed by applicable securities laws. 

Place of Meetings 

The OBCA requires all meetings of shareholders, subject to the articles and any unanimous shareholder agreement, 

to be held at the place within or outside Ontario as determined by the directors or, in the absence of such a 

determination, at the place where the registered office of the corporation is located. 

The BCBCA provides that meetings of shareholders must be held in British Columbia, unless (i) the articles provide 

for a location outside British Columbia, or the articles do not restrict the corporation from approving a location 

outside British Columbia and the location is approved by the resolution required by the articles for that purpose (or 

if no resolution is required for that purpose by the articles, by an ordinary resolution), or (ii) the location is approved 

in writing by the BC Registrar before the meeting is held. The proposed articles contemplate that shareholder 

meetings can be held within or outside of British Columbia. 

Directors’ Residency Requirements 

The OBCA requires that at least 25% of directors be resident Canadians, unless the corporation has less than four 

directors, in which case at least one director must be a resident Canadian. 

The BCBCA provides that a public corporation must have at least three directors but does not have any residency 

requirements for directors. 

Removal of Directors 

The OBCA provides that the shareholders of a corporation may by ordinary resolution at an annual or special 

meeting remove any director or directors from office. An ordinary resolution under the OBCA requires the 

resolution to be passed, with or without amendment, at the meeting by at least a majority of the votes cast. The 

OBCA further provides that where the holders of any class or series of shares of a corporation have an exclusive 

right to elect one or more directors, a director so elected may only be removed by an ordinary resolution at a 

meeting of the shareholders of that class or series. 

The BCBCA provides that the shareholders of a corporation may remove one or more directors by a special 

resolution or, if the articles provide that a director may be removed by a resolution of the shareholders entitled to 

vote at general meetings passed by less than a special majority or may be removed by some other method, by the 

resolution or method specified in the articles. Barrick has formulated the proposed articles to emphasize the 

continuity of rights of Shareholders, and therefore, in the proposed articles Barrick has reduced this threshold to 

permit shareholders to remove a director by ordinary resolution. If holders of a class or series of shares have the 

exclusive right to elect or appoint one or more directors, a director so elected or appointed may only be removed by 

a special separate resolution of the shareholders of that class or series or, if the articles provide that such a director 

may be removed by a separate resolution of those shareholders passed by a majority of votes that is less than the 

majority of votes required to pass a special separate resolution or may be removed by some other method, by the 

resolution or method specified in the articles.  

Appointment of Directors between Meetings 

Pursuant to the OBCA, a quorum of directors may generally fill a vacancy among directors, except a vacancy 

resulting from (i) an increase in the number of directors or (ii) a failure to elect the number of directors required to 

be elected at any meeting of shareholders. Notwithstanding the foregoing, where a special resolution of shareholders 

has been passed that empowers the directors of a corporation to determine the number of directors, the directors 

may, between meetings of shareholders, appoint additional directors if, after such appointment, the total number of 

directors would not be greater than one and one-third times the number of directors required to have been elected at 

the last annual meeting of shareholders. 
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Pursuant to the BCBCA, if a corporation’s articles so provide, the directors may appoint one or more additional 

directors, provided that the number of additional directors so appointed may not exceed one-third of the number of 

the current directors who were elected or appointed (excluding any such additional directors). Where a quorum of 

directors exists, the remaining directors are generally entitled to fill a casual vacancy on the board.  

Restrictions on Share Transfers 

Under the OBCA, only certain limited restrictions on the transfer of shares are permitted if the corporation offers its 

shares to the public.  

The BCBCA does not prohibit share transfer restrictions. 

Solvency – Dividends, Repurchases and Redemptions 

Under the OBCA, a corporation may not pay dividends or purchase or redeem its shares if there are reasonable 

grounds for believing (i) it is or would be unable to pay its liabilities as they become due; or (ii) it would not meet a 

net asset solvency test. The net asset solvency tests for different purposes vary somewhat. 

Under the BCBCA, a corporation may not declare or pay dividends or purchase or redeem its shares if there are 

reasonable grounds for believing that the corporation is insolvent or the action would render the corporation 

insolvent. Insolvent is defined to mean that a corporation is unable to pay its debts as they become due in the 

ordinary course of its business. Unlike the OBCA, the BCBCA does not impose a net asset solvency test for these 

purposes. 

Reduction of Capital 

Under the OBCA, capital may be reduced by special resolution of shareholders but not if there are reasonable 

grounds for believing that, after the reduction, (i) the corporation would be unable to pay its liabilities as they 

become due; or (ii) the realizable value of the corporation’s assets would be less than the aggregate of its liabilities. 

Under the BCBCA, capital may be reduced by special resolution of shareholders or court order. A court order is 

required if the realizable value of the corporation’s assets would, after the reduction of capital, be less than the 

aggregate of its liabilities. 

Compulsory Acquisition 

The OBCA provides a right of compulsory acquisition for an offeror that acquires 90% of the target securities 

pursuant to a take-over bid or issuer bid, other than securities held at the date of the bid by or on behalf of the 

offeror. The OBCA also provides that where an offeror acquires 90% or more of the target securities, a security 

holder who did not accept the original offer may require the corporation to acquire the security holder’s securities in 

accordance with the procedure set out in the OBCA. 

The BCBCA provides a substantively similar right, although the BCBCA is limited in its application to the 

acquisition of shares and there are differences in the procedures and process. The BCBCA provides that where an 

offeror does not use the compulsory acquisition right when entitled to do so, a shareholder who did not accept the 

original offer may require the offeror to acquire the shareholder’s shares on the same terms contained in the original 

offer.  

Investigation/Appointment of Inspectors 

Under the OBCA, shareholders can apply to the court for the appointment of an inspector to conduct an 

investigation of the corporation where (i) the business of the corporation or any of its affiliates is or has been carried 

on with intent to defraud any person; (ii) the business or affairs of the corporation or any of its affiliates are or have 

been carried on or conducted, or the powers of the directors are or have been exercised, in a manner that is 
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oppressive or unfairly prejudicial to, or that unfairly disregards, the interests of a security holder; (iii) the 

corporation or any of its affiliates was formed for a fraudulent or unlawful purpose or is to be dissolved for a 

fraudulent or unlawful purpose; or (iv) persons concerned with the formation, business or affairs of the corporation 

or any of its affiliates have in connection therewith acted fraudulently or dishonestly. Unlike the BCBCA, the 

OBCA does not require an applicant to hold a specified number of shares. 

Under the BCBCA, a corporation may by special resolution, appoint an inspector to conduct an investigation of the 

affairs and management of the corporation and to report in the manner and to the persons the resolution directs. 

Shareholders holding, in the aggregate, at least 20% of the issued shares of a corporation may apply to the court for 

the appointment of an inspector. The court must consider whether there are reasonable grounds for believing that 

(i) the affairs of the corporation are being or have been conducted, or the powers of the directors are being or have 

been exercised, in a manner that is oppressive or unfairly prejudicial to one or more shareholders; (ii) the business of 

the corporation is being or has been carried on with intent to defraud any person; (iii) the corporation was formed for 

a fraudulent or unlawful purpose or is to be dissolved for a fraudulent or unlawful purpose; or (iv) persons 

concerned with the formation, business or affairs of the corporation have, in connection with it, acted fraudulently or 

dishonestly. 
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APPENDIX “ F”  

DISSENT RIGHTS UNDER THE OBCA 

Rights of dissenting shareholders 

185. (1) Subject to subsection (3) and to sections 186 and 248, if a corporation resolves to,  

(a) amend its articles under section 168 to add, remove or change restrictions on the issue, transfer or 

ownership of shares of a class or series of the shares of the corporation; 

(b) amend its articles under section 168 to add, remove or change any restriction upon the business or 

businesses that the corporation may carry on or upon the powers that the corporation may exercise; 

(c) amalgamate with another corporation under sections 175 and 176; 

(d) be continued under the laws of another jurisdiction under section 181; or 

Note: On a day to be named by proclamation of the Lieutenant Governor, subsection 185 (1) of the 

Act is amended by striking out “or” at the end of clause (d) and by adding the following clauses: 

(See: 2017, c. 20, Sched. 6, s. 24)  

(d.1) be continued under the Co-operative Corporations Act under section 181.1; 

(d.2) be continued under the Not-for-Profit Corporations Act, 2010 under section 181.2; or 

(e) sell, lease or exchange all or substantially all its property under subsection 184 (3), 

a holder of shares of any class or series entitled to vote on the resolution may dissent.  R.S.O. 1990, c. B.16, 

s. 185 (1). 

Idem 

(2) If a corporation resolves to amend its articles in a manner referred to in subsection 170 (1), a holder of 

shares of any class or series entitled to vote on the amendment under section 168 or 170 may dissent, except in 

respect of an amendment referred to in, 

(a) clause 170 (1) (a), (b) or (e) where the articles provide that the holders of shares of such class or series are 

not entitled to dissent; or 

(b) subsection 170 (5) or (6).  R.S.O. 1990, c. B.16, s. 185 (2). 

One class of shares 

(2.1) The right to dissent described in subsection (2) applies even if there is only one class of shares.  2006, 

c. 34, Sched. B, s. 35. 

Exception 

(3) A shareholder of a corporation incorporated before the 29th day of July, 1983 is not entitled to dissent 

under this section in respect of an amendment of the articles of the corporation to the extent that the amendment, 

(a) amends the express terms of any provision of the articles of the corporation to conform to the terms of the 

provision as deemed to be amended by section 277; or 

(b) deletes from the articles of the corporation all of the objects of the corporation set out in its articles, 

provided that the deletion is made by the 29th day of July, 1986.  R.S.O. 1990, c. B.16, s. 185 (3). 

Shareholder’s right to be paid fair value 

(4) In addition to any other right the shareholder may have, but subject to subsection (30), a shareholder who 

complies with this section is entitled, when the action approved by the resolution from which the shareholder 

dissents becomes effective, to be paid by the corporation the fair value of the shares held by the shareholder in 

respect of which the shareholder dissents, determined as of the close of business on the day before the resolution 

was adopted.  R.S.O. 1990, c. B.16, s. 185 (4). 
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No partial dissent 

(5) A dissenting shareholder may only claim under this section with respect to all the shares of a class held 

by the dissenting shareholder on behalf of any one beneficial owner and registered in the name of the dissenting 

shareholder.  R.S.O. 1990, c. B.16, s. 185 (5). 

Objection 

(6) A dissenting shareholder shall send to the corporation, at or before any meeting of shareholders at which 

a resolution referred to in subsection (1) or (2) is to be voted on, a written objection to the resolution, unless the 

corporation did not give notice to the shareholder of the purpose of the meeting or of the shareholder’s right to 

dissent.  R.S.O. 1990, c. B.16, s. 185 (6). 

Idem 

(7) The execution or exercise of a proxy does not constitute a written objection for purposes of subsection 

(6).  R.S.O. 1990, c. B.16, s. 185 (7). 

Notice of adoption of resolution 

(8) The corporation shall, within ten days after the shareholders adopt the resolution, send to each 

shareholder who has filed the objection referred to in subsection (6) notice that the resolution has been adopted, but 

such notice is not required to be sent to any shareholder who voted for the resolution or who has withdrawn the 

objection.  R.S.O. 1990, c. B.16, s. 185 (8). 

Idem 

(9) A notice sent under subsection (8) shall set out the rights of the dissenting shareholder and the procedures 

to be followed to exercise those rights.  R.S.O. 1990, c. B.16, s. 185 (9). 

Demand for payment of fair value 

(10) A dissenting shareholder entitled to receive notice under subsection (8) shall, within twenty days after 

receiving such notice, or, if the shareholder does not receive such notice, within twenty days after learning that the 

resolution has been adopted, send to the corporation a written notice containing, 

(a) the shareholder’s name and address; 

(b) the number and class of shares in respect of which the shareholder dissents; and 

(c) a demand for payment of the fair value of such shares.  R.S.O. 1990, c. B.16, s. 185 (10). 

Certificates to be sent in 

(11) Not later than the thirtieth day after the sending of a notice under subsection (10), a dissenting 

shareholder shall send the certificates, if any, representing the shares in respect of which the shareholder dissents to 

the corporation or its transfer agent.  R.S.O. 1990, c. B.16, s. 185 (11); 2011, c. 1, Sched. 2, s. 1 (9). 

Idem 

(12) A dissenting shareholder who fails to comply with subsections (6), (10) and (11) has no right to make a 

claim under this section.  R.S.O. 1990, c. B.16, s. 185 (12). 

Endorsement on certificate 

(13) A corporation or its transfer agent shall endorse on any share certificate received under subsection (11) a 

notice that the holder is a dissenting shareholder under this section and shall return forthwith the share certificates to 

the dissenting shareholder.  R.S.O. 1990, c. B.16, s. 185 (13). 

Rights of dissenting shareholder 

(14) On sending a notice under subsection (10), a dissenting shareholder ceases to have any rights as a 

shareholder other than the right to be paid the fair value of the shares as determined under this section except where, 

(a) the dissenting shareholder withdraws notice before the corporation makes an offer under subsection (15); 

(b) the corporation fails to make an offer in accordance with subsection (15) and the dissenting shareholder 

withdraws notice; or 

(c) the directors revoke a resolution to amend the articles under subsection 168 (3), terminate an amalgamation 

agreement under subsection 176 (5) or an application for continuance under subsection 181 (5), or abandon 

a sale, lease or exchange under subsection 184 (8), 
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in which case the dissenting shareholder’s rights are reinstated as of the date the dissenting shareholder sent the 

notice referred to in subsection (10).  R.S.O. 1990, c. B.16, s. 185 (14); 2011, c. 1, Sched. 2, s. 1 (10). 

Same 

(14.1) A dissenting shareholder whose rights are reinstated under subsection (14) is entitled, upon 

presentation and surrender to the corporation or its transfer agent of any share certificate that has been endorsed in 

accordance with subsection (13), 

(a) to be issued, without payment of any fee, a new certificate representing the same number, class and series 

of shares as the certificate so surrendered; or 

(b) if a resolution is passed by the directors under subsection 54 (2) with respect to that class and series of 

shares, 

(i) to be issued the same number, class and series of uncertificated shares as represented by the 

certificate so surrendered, and 

(ii) to be sent the notice referred to in subsection 54 (3).  2011, c. 1, Sched. 2, s. 1 (11). 

Same 

(14.2) A dissenting shareholder whose rights are reinstated under subsection (14) and who held 

uncertificated shares at the time of sending a notice to the corporation under subsection (10) is entitled, 

(a) to be issued the same number, class and series of uncertificated shares as those held by the dissenting 

shareholder at the time of sending the notice under subsection (10); and 

(b) to be sent the notice referred to in subsection 54 (3).  2011, c. 1, Sched. 2, s. 1 (11). 

Offer to pay 

(15) A corporation shall, not later than seven days after the later of the day on which the action approved by 

the resolution is effective or the day the corporation received the notice referred to in subsection (10), send to each 

dissenting shareholder who has sent such notice, 

(a) a written offer to pay for the dissenting shareholder’s shares in an amount considered by the directors of the 

corporation to be the fair value thereof, accompanied by a statement showing how the fair value was 

determined; or 

(b) if subsection (30) applies, a notification that it is unable lawfully to pay dissenting shareholders for their 

shares.  R.S.O. 1990, c. B.16, s. 185 (15). 

Idem 

(16) Every offer made under subsection (15) for shares of the same class or series shall be on the same 

terms.  R.S.O. 1990, c. B.16, s. 185 (16). 

Idem 

(17) Subject to subsection (30), a corporation shall pay for the shares of a dissenting shareholder within ten 

days after an offer made under subsection (15) has been accepted, but any such offer lapses if the corporation does 

not receive an acceptance thereof within thirty days after the offer has been made.  R.S.O. 1990, c. B.16, s. 185 (17). 

Application to court to fix fair value 

(18) Where a corporation fails to make an offer under subsection (15) or if a dissenting shareholder fails to 

accept an offer, the corporation may, within fifty days after the action approved by the resolution is effective or 

within such further period as the court may allow, apply to the court to fix a fair value for the shares of any 

dissenting shareholder.  R.S.O. 1990, c. B.16, s. 185 (18). 

Idem 

(19) If a corporation fails to apply to the court under subsection (18), a dissenting shareholder may apply to 

the court for the same purpose within a further period of twenty days or within such further period as the court may 

allow.  R.S.O. 1990, c. B.16, s. 185 (19). 

Idem 

(20) A dissenting shareholder is not required to give security for costs in an application made under 

subsection (18) or (19).  R.S.O. 1990, c. B.16, s. 185 (20). 
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Costs 

(21) If a corporation fails to comply with subsection (15), then the costs of a shareholder application under 

subsection (19) are to be borne by the corporation unless the court otherwise orders.  R.S.O. 1990, c. B.16, 

s. 185 (21). 

 

Notice to shareholders 

(22) Before making application to the court under subsection (18) or not later than seven days after receiving 

notice of an application to the court under subsection (19), as the case may be, a corporation shall give notice to each 

dissenting shareholder who, at the date upon which the notice is given, 

(a) has sent to the corporation the notice referred to in subsection (10); and 

(b) has not accepted an offer made by the corporation under subsection (15), if such an offer was made, 

of the date, place and consequences of the application and of the dissenting shareholder’s right to appear and be 

heard in person or by counsel, and a similar notice shall be given to each dissenting shareholder who, after the date 

of such first mentioned notice and before termination of the proceedings commenced by the application, satisfies the 

conditions set out in clauses (a) and (b) within three days after the dissenting shareholder satisfies such 

conditions.  R.S.O. 1990, c. B.16, s. 185 (22). 

Parties joined 

(23) All dissenting shareholders who satisfy the conditions set out in clauses (22) (a) and (b) shall be 

deemed to be joined as parties to an application under subsection (18) or (19) on the later of the date upon which the 

application is brought and the date upon which they satisfy the conditions, and shall be bound by the decision 

rendered by the court in the proceedings commenced by the application.  R.S.O. 1990, c. B.16, s. 185 (23). 

Idem 

(24) Upon an application to the court under subsection (18) or (19), the court may determine whether any 

other person is a dissenting shareholder who should be joined as a party, and the court shall fix a fair value for the 

shares of all dissenting shareholders.  R.S.O. 1990, c. B.16, s. 185 (24). 

Appraisers 

(25) The court may in its discretion appoint one or more appraisers to assist the court to fix a fair value for 

the shares of the dissenting shareholders.  R.S.O. 1990, c. B.16, s. 185 (25). 

Final order 

(26) The final order of the court in the proceedings commenced by an application under subsection (18) or 

(19) shall be rendered against the corporation and in favour of each dissenting shareholder who, whether before or 

after the date of the order, complies with the conditions set out in clauses (22) (a) and (b).  R.S.O. 1990, c. B.16, 

s. 185 (26). 

Interest 

(27) The court may in its discretion allow a reasonable rate of interest on the amount payable to each 

dissenting shareholder from the date the action approved by the resolution is effective until the date of 

payment.  R.S.O. 1990, c. B.16, s. 185 (27). 

Where corporation unable to pay 

(28) Where subsection (30) applies, the corporation shall, within ten days after the pronouncement of an 

order under subsection (26), notify each dissenting shareholder that it is unable lawfully to pay dissenting 

shareholders for their shares.  R.S.O. 1990, c. B.16, s. 185 (28). 

Idem 

(29) Where subsection (30) applies, a dissenting shareholder, by written notice sent to the corporation within 

thirty days after receiving a notice under subsection (28), may, 

(a) withdraw a notice of dissent, in which case the corporation is deemed to consent to the withdrawal and the 

shareholder’s full rights are reinstated; or 
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(b) retain a status as a claimant against the corporation, to be paid as soon as the corporation is lawfully able to 

do so or, in a liquidation, to be ranked subordinate to the rights of creditors of the corporation but in 

priority to its shareholders.  R.S.O. 1990, c. B.16, s. 185 (29). 

Idem 

(30) A corporation shall not make a payment to a dissenting shareholder under this section if there are 

reasonable grounds for believing that, 

(a) the corporation is or, after the payment, would be unable to pay its liabilities as they become due; or 

(b) the realizable value of the corporation’s assets would thereby be less than the aggregate of its 

liabilities.  R.S.O. 1990, c. B.16, s. 185 (30). 

Court order 

(31) Upon application by a corporation that proposes to take any of the actions referred to in subsection (1) 

or (2), the court may, if satisfied that the proposed action is not in all the circumstances one that should give rise to 

the rights arising under subsection (4), by order declare that those rights will not arise upon the taking of the 

proposed action, and the order may be subject to compliance upon such terms and conditions as the court thinks fit 

and, if the corporation is an offering corporation, notice of any such application and a copy of any order made by the 

court upon such application shall be served upon the Commission.  1994, c. 27, s. 71 (24). 

Commission may appear 

(32) The Commission may appoint counsel to assist the court upon the hearing of an application under 

subsection (31), if the corporation is an offering corporation.  1994, c. 27, s. 71 (24).



 

 

 

HOW TO CAST YOUR VOTE IN SUPPORT OF THE TRANSACTION RESOLUTION AND THE 

EQUITY INCENTIVE PLAN RESOLUTION 

Time is running short. Vote today, or no later than 10:00 am (Toronto time) on March 14, 2019.  In order to 

ensure that your vote is received in time for CSAC’s Shareholders’ Meeting, to be held on March 18, 2019 at 

the offices of Stikeman Elliott LLP, 199 Bay Street, Commerce Court West, 53rd Floor, Toronto, Ontario 

M5L 1B9 at 10:00 am (Toronto time), we recommend that you vote in the following ways as soon as possible.   

  

VOTING 

METHOD 

BENEFICIAL SHAREHOLDERS  

If your CSAC Shares are held with a 

broker, bank or other intermediary 

REGISTERED SHAREHOLDERS  

If your CSAC Shares and are held in your name 

and represented by a physical certificate 

INTERNET Visit www.proxyvote.com and enter your 

15 digit control number located on the 

enclosed voting instruction form 

Visit www.odysseytrust.com/transfer-agent/login 

and enter your 12 digit control number located on 

the enclosed form of proxy. 

TELEPHONE  Canadian/U.S.: Call (587) 885-0960 

and provide your 12 digit control number 

located on the enclosed voting instruction 

form 

N/A 

MAIL  Vote by mailing in your completed, 

signed voting instruction form, using the 

business reply envelope included in your 

package 

Odyssey Trust Company 

350 – 300 5th Avenue SW 

Calgary, Alberta  T2P 3C4  

Attention: Proxy Department 

 

If you have any questions or require any assistance in executing your proxy or voting instruction form,  

please contact Odyssey Trust Company or your tax, financial, legal or other professional advisors. 
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