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FORM 51-102F3 

MATERIAL CHANGE REPORT 

1. Name and Address of Company 

 Luxxfolio Holdings Inc. (the “Company”) 
212 – 1080 Mainland Street 
Vancouver, British Columbia V6B 2T4 

  

2. Date of Material Change 

 March 2, 2020 

  

3. News Release 

 The Company disseminated a news release in respect of the material change on 
March 2, 2020, via Baystreet and Stockwatch news wire services. The news release 
was filed on SEDAR on March 2, 2020. 

  

4. Summary of Material Change 

 The Company entered into a non-binding letter of intent with Cypress Hills Partners 
(“CHP”) dated March 2, 2020 (the “LOI”) and to work towards satisfying the working 
capital condition precedent in the LOI, the Company announced a proposed non-
brokered private placement. 

  

5.1 Full Description of Material Change 

 Under the terms of the LOI (the “Transaction”), the parties agree to work towards a 
definitive agreement whereby the Company will provide CHP with the services of its 
permissioned based distributed ledger platform developed by the Company’s wholly 
owned subsidiary to enable CHP to verify and authenticate its digital assets which 
includes agreements and financial records and reports. As partial consideration for 
such services, CHP will issue to the Company a $1,000,000 revenue participation note 
(“RPN”) in exchange for an estimated 20,000,000 preferred shares of the Company at 
an estimated per share price of $0.05 (the “Preferred Shares”). 

About CHP 

CHP is an alternative specialty lender based out of Vancouver. CHP’s primary focus is a 
receivable lending strategy with loan facilities secured against consumer and SME 
cashflows and/or other type of acceptable security. CHP’s target vertical is lending to 
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alternative lenders in Canada and the U.S. via private debt structures ranging in size 
from $5 million to $50 million. 

Terms of the Transaction 

The parties have agreed to undertake good faith efforts to enter into the definitive 
agreement on or before July 05, 2020. Entry into the definitive agreement is subject 
to certain conditions including the completion of each party’s satisfactory due 
diligence review of the other, receipt of all necessary regulatory approvals, and the 
Company having, to the sole satisfaction of CHP, at least $250,000 in working capital 
or unrestricted access to such amount for working capital purposes (the “Working 
Capital Condition”). 

Non-Brokered Private Placement 

To work towards satisfying the Working Capital Condition of the LOI, the Company 
announced a non-brokered private placement of up to 8,000,000 common shares at a 
price of CAD $0.05 per common share. The private placement is subject to the 
approval of the Canadian Securities Exchange and the securities will be subject to a 
four-month and one day hold period under securities laws. 

Anticipated Terms of the RPN 

The RPN will permit the Company to participate, for a period of 20 years, in certain 
management fees received by CHP (the “Revenue”) via an annual payment of 6% of 
the value of the RPN and a yearly residual payout the sum of which will be dependent 
on the amount of Revenue CHP receives. If agreed to by both parties, the value of the 
RPN may be increased by up to 50% in exchange for a cash payment by the Company 
to CHP equal to the value of such increase. CHP will have the right to prepay any 
portion of the RPN. If the Company raises at least $10,000,000 within 3 years, of 
which $2,500,000 is via common equity financing, the Company will have a right of 
first refusal to purchase CHP’s interest in the Revenues. 

Anticipated Terms of the Preferred Shares 

The Preferred Shares will have voting rights equal to the Company’s common shares 
and be convertible at no additional cost on a 1:1 basis into common shares of the 
Company. CHP will be entitled to return the Preferred Shares to the Company in 
exchange for the cancellation of the RPN if the Company is unable to raise at least 
$3,000,000, of which $750,000 is via common equity financing, within a 2-year period. 
Up to 50% of the Preferred Shares may be redeemed by the Company at the 
reasonable request of CHP. 

 

The Transaction is expected to constitute a related party transaction as defined in 
Multilateral Instrument 61-101 Protection of Minority Security Holders in Special 
Transactions (“MI 61-101“) as CHP is a control person of the Company and Kelly Klatik, 
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a director of the Company, and Dean Linden, the CEO of the Company, are CHP’s 
directors, officers, and shareholders.  

Under section 5.5(b) of MI 61-101, the Company will be exempt from the valuation 
requirement of MI 61-101 as the Company's shares are not listed on a specified 
market. The Company will also be exempt from the minority shareholder approval 
requirements of MI 61-101 under section 5.7(1)(e) of MI 61-101 as the directors, 
including all independent directors, have determined that the Company is in serious 
financial difficulty, the Transaction is designed to improve the Company’s financial 
position, and the terms of the Transaction are reasonable given the circumstances of 
the Company. 

The Company did not file a material change report 21 days prior to the LOI because 
the details of the terms of the Transaction had not been confirmed at that time. 

  

5.2 Disclosure for Restructuring Transaction 

 Not applicable. 

  

6. Reliance on subsection 7.1(2) of National Instrument 51.102 

 This report is not being filed on a confidential basis 

  

7. Omitted Information 

 No significant facts required to be disclosed have been omitted.  

  

8. Executive Officer 

 For further information contact: 

Name: Dean Linden 
Officer: Chief Executive Officer 
Telephone: (604) 398-3837 

  

9. Date of Report 

 March 2, 2020. 
 


