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INDEPENDENT AUDITOR'S REPORT 

To the Shareholders of Orion Nutraceuticals Inc.:  

Opinion 

We have audited the consolidated financial statements of Orion Nutraceuticals Inc. (the “Company”), which comprise 
the consolidated statements of financial position as at May 31, 2019 and 2018, and the consolidated statements of loss 
and comprehensive loss, changes in shareholders’ equity and cash flows for the year ended May 31, 2019 and the 
period from November 7, 2017 (incorporation) to May 31, 2018, and notes to the consolidated financial statements, 
including a summary of significant accounting policies (collectively referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of 
the Company as at May 31, 2019 and 2018, and its financial performance and its cash flows for the year ended May 
31, 2019 and the period from November 7, 2017 (inception) to May 31, 2018 in accordance with International Financial 
Reporting Standards.  

Basis for Opinion 

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

Material Uncertainty Related to Going Concern 

We draw attention to Note 1 to the financial statements, which indicates that a material uncertainty exists that may cast 
significant doubt on the Company's ability to continue as a going concern. Our opinion is not modified in respect of this 
matter. 

Other Information 

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

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

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

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

Management is responsible for the preparation and fair presentation of the 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. 

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

Those charged with governance are responsible for overseeing the Company's financial reporting process. 

 

 

 

 



 

 

Auditor's Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
Canadian generally accepted auditing standards will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.  
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 
judgment and maintain professional skepticism throughout the audit. We also: 

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

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

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates 
and related disclosures made by management. 

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

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, 
and whether the financial statements represent the underlying transactions and events in a manner that 
achieves fair presentation. 

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

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

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

 

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

December 4, 2019 



Orion Nutraceuticals Inc. 
Consolidated Statements of Financial Position 
(Expressed in Canadian dollars) 

 

 

  May 31, 2019  May 31, 2018 
     
ASSETS     
Cash $ 5,272 $ 353,817 
Taxes receivable  78,870  - 
Prepaids  2,500  - 
  86,642  353,817 
     
Investment (Note 3)  -  519,625 
Acquisition advances (Note 4)  -  400,000 
TOTAL ASSETS $ 86,642 $ 1,273,442 

     
LIABILITIES AND SHAREHOLDERS’ EQUITY     
Accounts payable (Note 5) $ 451,137 $ 91,580 
Accrued liabilities  18,677  - 
TOTAL LIABILITIES  469,814  91,580 
     
SHAREHOLDERS’ EQUITY     
Share Capital (Note 6)  5,367,925  646,050 
Obligation to issue shares (Note 6)  91,655  2,585 
Subscriptions received in advance (Note 6)  -  739,000 
Share-based payment reserve (Note 6)  754,193  - 
Deficit  (6,596,945)  (205,773) 
TOTAL SHAREHOLDERS’ EQUITY  (383,172)  1,181,862 
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 86,642 $ 1,273,442 

 

 
Nature of Operations and Going Concern (Note 1) 
Subsequent Events (Note 10) 
 
 
 

Approved by the Directors:    
     
“Joel Dumaresq” “Robin Linden”   
     
    

 
 
 
 
 
 
 
 

See accompanying notes to the consolidated financial statements



Orion Nutraceuticals Inc. 
Consolidated Statements of Loss and Comprehensive Loss 
(Expressed in Canadian dollars) 

 

 

 
 

  

For the year ended May 
31, 2019 

Period from 
incorporation on 

November 7, 2017 
to May 31, 2018 

   
    
EXPENSES    
    

Business development $ 643,542 $ 15,000 
Consulting fees (Notes 5 and 6) 503,680  25,500 
Management fees (Notes 5 and 6) 408,051  117,585 
Office administration 17,663  9,884 
Professional fees 208,429  27,962 
Regulatory and transfer agent fees 62,942  6,876 
Shareholders communications 5,000  2,913 
Travel 14,462  53 
Share based compensation (Notes 5 and 6) 726,993  - 
Marketing 60,000  - 
Rent 381,969  - 

 (3,032,731)  (205,773) 
    

Gain on settlement of loan payable (Note 6) 146,250  - 
Impairment (Notes 3 and 4) (3,504,691)  - 

    
Loss and comprehensive loss for the period $ (6,391,172) $ (205,773) 
    
Basic and diluted loss per share (0.15)  $      (0.02)  
    
Weighted average number of common shares outstanding  43,566,677  11,373,385 
    
 
 
 
 
 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the consolidated financial statements



Orion Nutraceuticals Inc. 
Consolidated Statements of Changes in Shareholders’ Equity  
(Expressed in Canadian dollars) 

 

 

 

  Share capital     

Number of 
shares

   
  Amount

Obligation to 
issue shares 

Subscriptions 
received in 

advance 

Share-based 
payment 

reserve Deficit Total 
      
Balance at November 7, 2017  - $                - $               - $               - $               - $                - $                  - 
Shares issued for cash (Note 6)  25,284,000 621,050 -  - - - 621,050 
Shares issued for services (Note 6)  500,000 25,000 -   - - - 25,000 
Subscriptions received in advance (Note 6)  - - - 739,000 - - 739,000 
Share-based compensation (Note 6)  - - 2,585 - - - 2,585 
Loss for the period  - - - - - (205,773) (205,773) 
Balance at May 31, 2018  25,784,000     646,050 2,585  739,000 -  (205,773) 1,181,862 
  -  -  
Shares issued for cash (Note 6)  18,117,400              4,023,400 - (739,000) 27,200 - 3,311,600 
Share issuance cost – finders fees (Note 6)  -              (15,600) - - - - (15,600) 
Shares issued for acquisition of MedicOasis (Notes 4 and 6)  1,300,000                 172,250 - - - - 172,250 
Shares issued for acquisition of FCM (Notes 3 and 6)  2,289,000                 400,575 - - - - 400,575 
Shares issued for services (Note 6)  666,667                 120,000 - - - - 120,000 
Shares issued to satisfy obligation to issue shares (Note 6)  150,000 17,500 (17,500) - - - - 
Shares issued to settle debt (Note 6)  150,000 3,750 - -  3,750 
Share based compensation (Note 6)  - - - - 726,993 - 726,993 
Obligation to issue shares (Note 6)  - - 106,570 - - 106,570 
Loss for the year  - - - - - (6,391,172) (6,391,172) 
Balance at May 31, 2019  48,457,067 5,367,925 91,655 - 754,193 (6,596,945) (383,172) 

 

 

 

 

 

 

 

See accompanying notes to the consolidated financial statements



Orion Nutraceuticals Inc. 
Consolidated Statements of Cash Flows 
(Expressed in Canadian dollars) 

 

 

 
For the year 

ended May 31, 
2019 

Period from 
incorporation on  

November 7, 2017 to 
May 31, 2018

     
OPERATING ACTIVITIES    
Loss for the period $ (6,391,172) $ (205,773)
   
Adjustments for non-cash items:   
    Shares issued for services 226,570  27,585
    Impairment 3,504,691  -
    Gain on settlement of accounts payable (146,250)  -
    Stock based compensation 726,993  -
Net change in non-cash working capital accounts:   
    Accounts receivable (78,870)  -
    Prepaid (2,500)  -
 Accounts payable 377,976  91,579
NET CASH FLOWS USED IN OPERATING ACTIVITIES (1,782,562)  (86,608)
   
FINANCING ACTIVITIES   
   Proceeds from issuance of stock, net of share issuance costs 3,296,000  621,050
   Proceeds from subscriptions received in advance -  739,000
NET CASH FLOWS PROVIDED BY FINANCING ACTIVITIES 3,296,000  1,360,050
   
INVESTING ACTIVITIES   
   Investment (1,847,685)  (519,625)
   Leasehold improvements (14,298)  -
   Acquisition advance -  (400,000)
NET CASH FLOWS USED IN INVESTING ACTIVITIES (1,861,983)  (919,625)

(Decrease) Increase in cash in the period (348,545)  353,817
Cash, beginning 353,817  -
CASH, ENDING $ 5,272 $ 353,817

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the consolidated financial statements



Orion Nutraceuticals Inc. 
Notes to the Consolidated Financial Statements 
(Expressed in Canadian dollars) 
For the year ended May 31, 2019 and for the period from incorporation on November 7, 2017 to May 31, 2018 

 

 

1.   NATURE OF OPERATIONS AND GOING CONCERN 
 
Orion Nutraceuticals Inc. (the “Company” or “Orion”) was incorporated under the Business Corporations Act of British 
Columbia on November 7, 2017. On October 17, 2018, the shares of the Company commenced trading on the Canadian 
Securities Exchange (“CSE”) under the trading symbol ORI. The Company’s head office and principle place of business is 
located at Suite 810 -789 West Pender Street, Vancouver, British Columbia, V6C 1H2. The Company’s business is the 
acquisition of, or investment in, subsidiaries in global markets to grow cannabis and extract cannabis oil that will be used as an 
ingredient in proprietary health and beauty products and distributed in bulk to other manufacturers. 
 
These financial statements have been prepared on the assumption that the Company will continue as a going concern, 
meaning they will continue in operation for the foreseeable future and will be able to realize assets and discharge liabilities 
in the ordinary course of operations.  During the year ended May 31, 2019, the Company incurred a net loss of $6,391,172 
(2018 - $205,773) and at May 31, 2019, the Company had a working capital deficiency of $383,172 (2018 – working capital 
of $262,237).  The Company’s ability to meet its obligations and maintain its current operations is contingent upon 
successful completion of additional financing arrangements, continued cooperation of creditors and related parties, and 
ultimately upon the discovery of proven reserves and generating profitable operations. These material uncertainties may 
cast significant doubt upon the entity’s ability to continue as a going concern. 
 
The Company will depend almost exclusively on equity financing.  Such equity financings will include the issuance of 
additional equity shares. There can be no assurance that equity financings will be available to meet the continuing operating 
costs or, if the equity is available, that it will be on terms acceptable to the Company. The issuances of additional equity 
securities by the Company may result in significant dilution to the equity interests of its current shareholders. Obtaining 
commercial loans, assuming those loans would be available, will increase the Company's liabilities and future cash 
commitments. If the Company is unable to obtain financing in the amounts and on terms deemed acceptable, the business 
and future success may be adversely affected, thus giving rise to doubt about the Company’s ability to continue as a going 
concern.  These financial statements do not include any adjustments relating to the recoverability and reclassification of 
recorded asset amounts and classification of liabilities that might be necessary should the Company be unable to continue 
in existence. 
 
2. SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PRESENTATION  

Statement of compliance with International Financial Reporting Standards 
 
The consolidated financial statements of the Company comply with International Financial Reporting Standards (“IFRS”) 
as issued by the International Accounting Standards Board (“IASB”) and interpretations of the International Financial 
Reporting Interpretations Committee (“IFRIC”).   
 
Basis of preparation 
 
These consolidated financial statements have been prepared on an accrual basis and are based on historical costs, modified 
where applicable. The consolidated financial statements are presented in Canadian dollars, which unless otherwise noted, is 
the Company’s functional currency.  
 
Basis of Consolidation 
 
The Company’s consolidated financial statements include the accounts of the Company and its subsidiary MedicOasis Inc. 
(“MedicOasis”) in which the Company has a 99% ownership. A subsidiary is an entity controlled by the Company, where 
control exists when the Company has the power, directly or indirectly, to govern the financial and operating policies of an 
entity so as to obtain benefits from its activities. The financial statements of the Company’s subsidiaries are included in the 
consolidated financial statements. All intercompany balances and transactions, income and expenses have been eliminated 
upon consolidation.  
 
During the year ended May 31, 2019, MedicOasis was inactive and as a result the balance of the non-controlling interest 
as at May 31, 2019 is $Nil. 
 



Orion Nutraceuticals Inc. 
Notes to the Consolidated Financial Statements 
(Expressed in Canadian dollars) 
For the year ended May 31, 2019 and for the period from incorporation on November 7, 2017 to May 31, 2018 

 

 

2.  SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (cont’d) 
 
Significant estimates and assumptions 
 
The preparation of financial statements in conformity with IFRS requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of income and expenses during the reporting period. The preparation of the 
financial statements also requires management to exercise judgement in the process of applying the accounting policies.  

 
On an on-going basis, management evaluates its estimates and assumptions in relation to assets, liabilities and expenses. 
Management uses historical experience and various other factors it believes to be reasonable under the given circumstances, 
as the basis for its estimates and assumptions. Revisions to accounting estimates are recognized prospectively from the 
period in which the estimates are revised. Actual outcomes may differ from those estimates under different assumptions and 
conditions.  

 
Significant judgments 
 
Estimates and assumptions where there is significant risk of material adjustments to assets and liabilities in future accounting 
periods include stock-based awards and payments, the recoverability of the carrying value of deferred acquisition costs, fair 
value measurements for financial instruments, the recoverability and measurement of deferred tax assets. 
 
The preparation of financial statements in accordance with IFRS requires the Company to make judgments, apart from those 
involving estimates, in applying accounting policies.  The most significant judgments in applying the Company’s financial 
statements include: 
 

- the assessment of the Company’s ability to continue as a going concern and whether there are events or 
conditions that may give rise to significant uncertainty; and 

- the determination of whether an acquisition constitutes a business combination or an acquisition of assets. 
 

Impairment of assets 
 
Impairment tests on intangible assets with indefinite useful economic lives are undertaken annually at the financial year-
end. Other non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate that 
their carrying amount may not be recoverable. Where the carrying value of an asset exceeds its recoverable amount, which 
is the higher of value in use and fair value less costs to sell, the asset is written down accordingly.  
 
Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is carried out on the 
asset’s cash-generating unit, which is the lowest group of assets in which the asset belongs and for which there are separately 
identifiable cash inflows that are largely independent of the cash inflows from other assets.  
 
An impairment loss is charged to the profit or loss, except to the extent they reverse gains previously recognized in other 
comprehensive loss/income.  
 
Financial instruments 
  
The Company adopted all of the requirements of IFRS 9 Financial Instruments on June 1, 2018. IFRS 9 replaces IAS 39 
Financial Instruments: Recognition and Measurement. IFRS 9 utilizes a revised model for recognition and measurement of 
financial instruments in a single, forward-looking “expected loss” impairment model.  
 
The following is the Company’s new accounting policy for financial instruments under IFRS 9: 
 
  



Orion Nutraceuticals Inc. 
Notes to the Consolidated Financial Statements 
(Expressed in Canadian dollars) 
For the year ended May 31, 2019 and for the period from incorporation on November 7, 2017 to May 31, 2018 

 

 

2.  SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (cont’d) 
 
Financial instruments (cont’d) 
 
(i) Classification 
 
The Company classifies its financial instruments in the following categories: at fair value through profit and loss (“FVTPL”), 
at fair value through other comprehensive income (loss) (“FVTOCI”) or at amortized cost. The Company determines the 
classification of financial assets at initial recognition. The classification of debt instruments is driven by the Company’s 
business model for managing the financial assets and their contractual cash flow characteristics.  Equity instruments that 
are held for trading are classified as FVTPL. For other equity instruments, on the day of acquisition the Company can make 
an irrevocable election (on an instrument-by-instrument basis) to designate them as at FVTOCI. Financial liabilities are 
measured at amortized cost, unless they are required to be measured at FVTPL (such as instruments held for trading or 
derivatives) or if the Company has opted to measure them at FVTPL. 
 
The Company completed a detailed assessment of its financial assets and liabilities as at January 1, 2018. The following 
table shows the original classification under IAS 39 and the new classification under IFRS 9: 

 
 

Financial assets/liabilities Original Classification IAS 39 New Classification IFRS 9 
Cash FVTPL FVTPL 
Accounts payable Amortized cost Amortized cost 

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

 
 (ii) Measurement  

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

 
Financial assets and liabilities at FVTPL 
Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction costs are expensed in the 
statements of loss and comprehensive loss. Realized and unrealized gains and losses arising from changes in the fair value 
of the financial assets and liabilities held at FVTPL are included in the statements of loss and comprehensive loss in the 
period in which they arise.  
 
Debt investments at FVTOCI 
These assets are subsequently measured at fair value. Interest income calculated using the effective interest method, foreign 
exchange gains and losses and impairment are recognised in profit or loss. Other net gains and losses are recognised in other 
comprehensive income (OCI). On derecognition, gains and losses accumulated in OCI are reclassified to profit or loss 

 
Equity investments at FVTOCI 
These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss unless the dividend 
clearly represents a recovery of part of the cost of the investment. Other net gains and losses are recognised in OCI and are 
never reclassified to profit or loss. 

 
  



Orion Nutraceuticals Inc. 
Notes to the Consolidated Financial Statements 
(Expressed in Canadian dollars) 
For the year ended May 31, 2019 and for the period from incorporation on November 7, 2017 to May 31, 2018 

 

 

2.  SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (cont’d) 
 
Financial instruments (cont’d) 
  
(iii) Impairment of financial assets at amortized cost 

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

 
(iv) Derecognition  

 
Financial assets 
The Company derecognizes financial assets only when the contractual rights to cash flows from the financial assets expire, 
or when it transfers the financial assets and substantially all of the associated risks and rewards of ownership to another 
entity.  

 
Financial liabilities 
The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled, or expire.  The 
Company also derecognizes a financial liability when the terms of the liability are modified such that the terms and / or cash 
flows of the modified instrument are substantially different, in which case a new financial liability based on the modified 
terms is recognized at fair value.   

 
Gains and losses on derecognition are generally recognized in profit or loss. 
 
Loss per share 
 
Basic loss per share is computed by dividing the net income or loss applicable to common shares of the Company by the 
weighted average number of common shares outstanding for the relevant period.  

 
Diluted earnings/loss per common share is computed by dividing the net income or loss applicable to common shares by 
the sum of the weighted average number of common shares issued and outstanding and all additional common shares that 
would have been outstanding if potentially dilutive instruments were converted. If the calculation results in an anti-dilutive 
effect then only basic income or loss per share is presented.  
 
Income taxes 
 
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in net income except 
to the extent that it arises in a business combination, or from items recognized directly in equity or other comprehensive 
loss/income. 

 
Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered from or 
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or 
substantively enacted, at the reporting date, in the countries where the Company operates and generates taxable income. 

 
Current income tax relating to items recognized directly in other comprehensive income or equity is recognized in other 
comprehensive income or equity and not in profit or loss. Management periodically evaluates positions taken in the tax 
returns with respect to situations in which applicable tax regulations are subject to interpretation and establishes provisions 
where appropriate. 

 



Orion Nutraceuticals Inc. 
Notes to the Consolidated Financial Statements 
(Expressed in Canadian dollars) 
For the year ended May 31, 2019 and for the period from incorporation on November 7, 2017 to May 31, 2018 

 

 

2.  SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (cont’d) 
 
Income taxes (cont’d) 
 
Deferred income tax is provided using the asset and liability method of temporary differences at the reporting date between 
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.  

 
The carrying amount of deferred income tax assets is reviewed at the end of each reporting period and recognized only to 
the extent that it is probable that sufficient taxable profit will be available to allow all or part of the deferred income tax 
asset to be utilized. 

 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset 
is realized or the liability is settled, based on tax rates and tax laws that have been enacted or substantively enacted by the 
end of the reporting period. 
 
Deferred income tax assets and deferred income tax liabilities are offset, only if a legally enforceable right exists to set off 
current tax assets against current income tax liabilities and the deferred income taxes relate to the same taxable entity and the 
same taxation authority. 
 
Share-based payments 
 
Share-based payments to employees are measured at the fair value of the instruments issued and amortized over the vesting 
periods. Share-based payments to non-employees are measured at the fair value of goods or services received or the fair 
value of the equity instrument issued, if it is determined the fair value of the goods or services cannot be reliably measured, 
and are recorded at the date the goods or services are received. The corresponding amount is credited to the share-based 
payment reserve. The fair value of options is determined using the Black-Scholes Option Pricing Model. The number of 
shares and options expected to vest is reviewed and adjusted at the end of each reporting period such that the amount 
recognized for services received as consideration for the equity instruments granted, shall be based on the number of equity 
instruments that eventually vest.  
 
Share capital 
 
Financial instruments issued by the Company are classified as equity only to the extent that they do not meet the definition 
of a financial liability or financial asset. The Company’s common shares and share warrants are classified as equity 
instruments.  

 
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction from the proceeds.  
Proceeds received on the issuance of units, consisting of common shares and warrants are allocated to share capital.  
 
Valuation of equity units issued in private placements 
 
The Company has adopted a residual value method with respect to the measurement of shares and warrants issued as private 
placement units. The residual value method first allocates value to the more easily measurable component based on fair 
value and then the residual value, if any, to the less easily measurable component. 
 
The fair value of common shares issued in private placements was determined to be the more easily measurable component 
and are valued at their fair value, as determined by the closing quoted bid price on the announcement date. The balance, if 
any, is allocated to attached warrants. Any fair value attributed to warrants is recorded to reserves. 
 
New or revised accounting standards  
 
During the year ended May 31, 2019, the Company adopted IFRS 9, Financial Instruments which did not have an impact 
on the Company’s financial instruments. 
 
 
 



Orion Nutraceuticals Inc. 
Notes to the Consolidated Financial Statements 
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2.  SIGNIFICANT ACCOUNTING POLICIES AND BASIS OF PREPARATION (cont’d) 
 
New or revised accounting standards (cont’d) 
 
The standards and interpretations that are issued up to the date of issuance of the Company’s financial statements but were 
not yet effective during the year ended May 31, 2019 are disclosed below. The Company intends to adopt these standards, 
if applicable, when they become effective. 
 

• IFRS 16 Leases – effective for annual periods beginning on or after January 1, 2019 
 
The Company anticipates that the application of the above new and revised standards, amendments and interpretations will 
have no impact on its results and financial position. 
 
Other accounting standards or amendments to existing accounting standards that have been issued but have future effective 
dates are either not applicable or are not expected to have a significant impact on the Company’s financial statements. 
 

3.  INVESTMENT 

 
On May 26, 2018, the Company signed an agreement with FCM Global S.A.S (“FCM”), Promotora AAA S.A.S 
(“Promotora”) and certain other non-related parties to acquire an initial 25% stake (30,167 shares) in FCM with a further 
10% to be earned upon listing and an option to earn  an additional 14% in 2020.  The initial 25% is being acquired for 
USD$7,500,000 in staged payments until November 2018.   FCM operates in the cannabis space in Colombia.   
 
During the year ended May 31, 2018, the Company made payments of $519,625 (USD$400,000) in exchange for 1,608 
FCM common shares. 
 
During the year ended May 31, 2019, the Company made payments of $1,847,685 (USD$1,400,183) and issued 2,289,000 
common shares with a fair value of $400,575 in exchange for 13,271 FCM common shares (Note 6).   
 
As at May 31, 2019, the Company is no longer pursuing FCM and has recognized an impairment of $2,767,885. 
 

4.  ACQUISITION  
 
On May 31, 2018, the Company entered into an agreement with MedicOasis, Yu Zhi Wang (“Wang”), Antonio Bramante 
(“Antonio”), and Canna Technology Inc. (“CannaTechnology”) to purchase all of the issued and outstanding shares of 
MedicOasis. Consideration for the shares is as follows: 
 
To acquire the first 99%: 

a) $400,000 in cash to Wang within 5 business days of signing of the agreement (paid); 
b) $650,000 in Orion common shares at an agreed price of $1.00 per Orion Share and a further $150,000 in Orion 

Shares, representing past consulting services provided by CannaTechnology, with an agreed price of $1.00 per 
Orion Share within 5 days of signing of the agreement (issued 650,000 shares with a fair value of $16,250 and 
150,000 shares with a fair value of $3,750 (Note 6)); 

 
To acquire the last 1%: 

c) $650,000 in Orion Shares at an agreed price of $1.00 per Orion Share to CannaTechnology once MedicOasis has 
been granted the City building permits to start construction (issued 650,000 common shares with a fair value of 
$156,000 (Note 6)); 

d) $650,000 in Orion Shares at an agreed price per Orion Share equal to the market price of the Orion Shares at the 
time of issuance to CannaTechnology once MedicOasis has received Health Canada approval for Ready to Build 
stage; and 

e) $650,000 in Orion Shares at an agreed price per Orion Share equal to the market price of the Orion Shares at the 
time of issuance to CannaTechnology once MedicOasis has received Health Canada approval for cultivation. 
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4.  ACQUISITION (cont’d) 
 
In accordance with IFRS 3 Business Combinations, a business combination is a transaction in which an acquirer obtains 
control of a business which is defined as an integrated set of activities and assets that is capable of being conducted and 
managed to provide a return to investors. For an integrated set of activities and assets to be considered a business, the set 
needs to contain inputs and processes. This acquisition does not meet the definition of a business combination as the primary 
asset is an intangible asset for license under Health Canada’s Access to Cannabis for Medical Purposes Regulations 
(“ACMPR”), which was still in the application stage and not operational at the time of acquisition. Consequently, the 
transaction has been recorded as an acquisition of an asset. The results of operations from MedicOasis are included in the 
consolidated financial statements since the date of acquisition. 
 
During the year ended May 31, 2019, the Company incurred $14,298 in expenditures related to the license application. As 
at May 31, 2019, the Company is no longer pursuing the license application and recognized impairment of $736,806. 
 
The following table summarizes the consideration paid and the allocation to the assets and liabilities acquired as at the date 
of acquisition: 
 

 $ 
Cash 400,000 
Fair value of common shares issued (1,300,000 shares) 172,250 
Total purchase consideration 572,250 
  
License 100 
Due to shareholder (258) 
Accounts payable (150,000) 
Net assets acquired (150,158) 
Excess of consideration over net assets acquired 722,408 

 

5.  RELATED PARTY TRANSACTIONS AND BALANCES 
 
The Company defines key management as directors and officers of the Company. 
 
During the year ended May 31, 2019 and from incorporation to May 31, 2018, the Company paid or accrued the following to 
key management compensation: 
 

 May 31, 2019 
$ 

May 31, 2018 
$ 

Management fees paid or accrued to the former CCO and related companies 166,000 70,000 
Consulting fees paid or accrued to a director of the Company 66,664 - 
Management fees paid or accrued to the former CFO and related companies 110,000 15,000 
Management fees paid or accrued to the former CEO and related companies 132,051 32,585 
Share based compensation 412,732 - 
Total 887,447 117,585 

 
At May 31, 2019, the Company owes $135,697 (2018 - $69,371) directly or to companies controlled by key management 
personnel, which is included in accounts payable. These amounts are unsecured, non-interest bearing and due on demand. 
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6.  SHARE CAPITAL AND RESERVES 
 
Authorized: Unlimited common shares without par value 
 
Issued and Outstanding: 
 
For the year ended May 31, 2019: 
 
On June 6, 2018, the Company issued 4,000,000 common shares for gross proceeds of $100,000. The Company transferred 
$75,000 from share subscriptions received to share capital. 
 
On June 12, 2018, the Company issued 650,000 common shares to acquire 99% of MedicOasis with a fair value of $16,250 
(Note 4). 
 
On June 12, 2018, the Company issued 150,000 common shares with a fair value of $3,750 to settle accounts payable of 
$150,000 (Note 4). The Company recorded a gain on settlement of debt of $146,250. 
 
On June 22, 2018, the Company issued 763,000 common shares to acquire shares of FCM with a fair value of $19,075 (Note 
3). 
 
On June 27, 2018, the Company issued 7,192,400 common shares for gross proceeds of $1,798,100. The Company 
transferred $664,000 from share subscriptions received to share capital. The Company paid finders fees of $6,800. 
 
On July 31, 2018, the Company issued 763,000 common shares to acquire shares of FCM with a fair value of $190,750 
(Note 3). 
 
On August 27, 2018, the Company issued 763,000 common shares to acquire shares of FCM with a fair value of $190,750 
(Note 3). 
 
On September 21, 2018, the Company issued 4,696,000 common shares for gross proceeds of $1,174,000. The Company 
paid finders fees of $8,800. 
 
On November 30, 2018, the Company issued 1,685,000 Units (“Unit”) for gross proceeds of $842,500. Each Unit consists 
of one common share and one share purchase warrant (“Warrant”). Each Warrant expires on November 30, 2020 with an 
exercise price of $1.00. The Company uses the residual value method and as a result no value was assigned to the Warrants. 
 
On December 3, 2018, the Company issued 25,000 common shares from obligation to issue shares with a fair value of 
$6,250. 
 
On January 2, 2019, the Company issued 50,000 common shares from obligation to issue shares with a fair value of $2,500. 
 
On March 1, 2019, the Company issued 75,000 common shares from obligation to issue shares with a fair value of $8,750. 
 
On March 1, 2019, the Company issued 650,000 common shares to acquire 99% of MedicOasis with a fair value of $156,000 
(Note 4). 
 
On March 29, 2019, the Company issued 544,000 Units (“Unit”) for gross proceeds of $136,000. Each Unit consists of one 
common share and one share purchase warrant (“Warrant”). Each Warrant expires on March 29, 2020 with an exercise price 
of $0.50. The Company uses the residual value method and as a result $27,200 was assigned to the Warrants. 
 
On April 10, 2019, the Company issued 666,667 common shares for digital media services with a fair value of $120,000. 
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6.  SHARE CAPITAL AND RESERVES (cont’d) 
 
For the period from incorporation to May 31, 2018: 
 
On January 11, 2018, the Company issued 1,000,000 common shares at a price of $0.01 for proceeds of $10,000. 
 
On January 11, 2018, the Company issued 4,126,000 common shares at a price of $0.025 for proceeds of $103,150. 
 
On January 11, 2018, the Company issued 158,000 common shares at a price of $0.05 for proceeds of $7,900. 
 
On February 19, 2018 the Company issued 500,000 shares for $25,000 of finder’s fees in finding an asset for the Company 
in the Company’s efforts to list on the Canadian Securities Exchange. 
 
On March 15, 2018, the Company issued 20,000,000 common shares at a price of $0.025 for proceeds of $500,000. 
 
Obligation to issue shares 
 
During the period ended May 31, 2018, the Company agreed to issue 200,000 common shares with a fair value of $10,000 
to a key executive of the Company over a period of two years. During the year ended May 31, 2019, 100,000 common 
shares were issued (2018 – Nil) and $6,051 of the vested services were recorded in management fees (2018 - $2,585). Of 
the shares owing to the executive, as at May 31, 2019 $3,636 was recorded in obligation to issue shares (2018 - $2,585). 
 
During the year ended May 31, 2019, the Company agreed to issue 100,000 common shares with a fair value of $25,000 to 
a consultant of the Company over a period of one year. During the year ended May 31, 2019, 50,000 common shares were 
issued and $23,150 of the vested services were recorded in consulting fees. Of the shares owing to the consultant, as at May 
31, 2019, $10,650 was recorded in obligation to issue shares. 
 
During the year ended May 31, 2019, the Company agreed to issue 300,000 common shares with a fair value of $60,000 to 
a director of the Company over a period of three months. During the year ended May 31, 2019, $57,369 of the vested 
services were recorded in consulting fees. Of the shares owing to the director, as at May 31, 2019, $57,369 was recorded in 
obligation to issue shares. 
 
During the year ended May 31, 2019, the Company agreed to issue 100,000 common shares with a fair value of $20,000 to 
a key executive of the Company, for which $20,000 was recorded in management fees and $20,000 was recorded in 
obligation to issue shares at May 31, 2018. 
 
Share Purchase Warrants 
 
The following table summarizes warrant activity: 

 Number of warrants 
Weighted average price 

$ 
Balance, at May 31, 2018  - - 
 Issued 2,229,000 0.88 
Balance at May 31, 2019 2,229,000 0.88 

 
Share purchase warrants outstanding at May 31, 2019 is as follows: 

Number of warrants  
outstanding and exercisable 

Exercise price 
$ Expiry date 

Weighted Average 
Remaining Life 

(years) 
1,685,000 1.00 November 30, 2020 1.50 

544,000 0.50 March 29, 2021 1.83 
2,229,000   1.58 
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6.  SHARE CAPITAL AND RESERVES (cont’d) 
 
Options 
 
The Company grants stock options to employees, directors, officers, and consultants of the Company as compensation for 
services pursuant to its Stock Option Plan (the “Plan”). Options have a maximum expiry period of up to five years from the 
grant date and are subject to minimum vesting requirements, as determined by the Board of Directors. The number of options 
that may be issued under the Plan may not exceed 20% of the number of issued and outstanding common shares of the 
Company at the time of granting of options.  
 
The following table summarizes options activity: 

 
Number of 

options 

Weighted average 
price 

$ 
Balance, at May 31, 2018  - - 
 Issued 4,200,000 0.26 
Balance at May  31, 2019 4,200,000 0.26 

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

Number of options 
outstanding  

Number of options 
exercisable 

Exercise price 
$ Expiry date 

Weighted Average 
Remaining Life 

(years) 
2,300,000 2,175,000 0.25 August 15, 2023 4.21 
800,000 800,000 0.25 October 5, 2023 4.35 
500,000 500,000 0.25 October 5, 2020 1.35 
150,000 150,000 0.44 November 14, 2020 1.46 
150,000 150,000 0.43 November 20, 2020 1.48 
300,000 150,000 0.22 February 21, 2021 1.73 
4,200,000 3,925,000   3.52 

 
On August 15, 2018, the Company granted 2,300,000 stock options with an exercise price of $0.25 per share expiring on 
August 15, 2023. 2,081,250 options vested immediately with the remaining 218,750 options vesting 12.5% every 3 months. 
The total fair value of the stock options was estimated to be $431,475 using the Black-Scholes Option Pricing Model with 
the following assumptions: term of 5 years; expected volatility of 100%; risk-free rate of 2.16%; and expected dividends of 
zero. As at May 31, 2019, the number of exercisable options was 2,175,000. During the year ended May 31, 2019, the 
Company recognized share based compensation of $422,112. 
 
On October 5, 2018, the Company granted 500,000 stock options with an exercise price of $0.25 per share expiring on 
October 5, 2020. All of the options vested immediately. The total fair value of the stock options was estimated to be $66,430 
using the Black-Scholes Option Pricing Model with the following assumptions: term of 2 years; expected volatility of 100%; 
risk-free rate of 2.30%; and expected dividends of zero. 
 
On October 5, 2018, the Company granted 800,000 stock options with an exercise price of $0.25 per share expiring on 
October 5, 2023. All of the options vested immediately. The total fair value of the stock options was estimated to be $150,444 
using the Black-Scholes Option Pricing Model with the following assumptions: term of 5 years; expected volatility of 100%; 
risk-free rate of 2.45%; and expected dividends of zero. 
 
On November 14, 2018, the Company granted 150,000 stock options with an exercise price of $0.44 per share expiring on 
November 14, 2020. All of the options vested immediately. The total fair value of the stock options was estimated to be 
$38,553 using the Black-Scholes Option Pricing Model with the following assumptions: term of 2 years; expected volatility 
of 100%; risk-free rate of 2.24%; and expected dividends of zero.  
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6.  SHARE CAPITAL AND RESERVES (cont’d) 
 
Options (cont’d) 
 
On November 20, 2018, the Company granted 150,000 stock options with an exercise price of $0.43 per share expiring on 
November 20, 2020. All of the options vested immediately. The total fair value of the stock options was estimated to be 
$30,816 using the Black-Scholes Option Pricing Model with the following assumptions: term of 2 years; expected volatility 
of 100%; risk-free rate of 2.19%; and expected dividends of zero.  
 
On February 21, 2019, the Company granted 300,000 stock options with an exercise price of $0.22 per share expiring on 
February 21, 2021. 150,000 options vested immediately with the remainder vesting 6 months from the date of grant. The 
total fair value of the stock options was estimated to be $24,096 using the Black-Scholes Option Pricing Model with the 
following assumptions: term of 2 years; expected volatility of 100%; risk-free rate of 1.79%; and expected dividends of 
zero. During the year ended May 31, 2019, the Company recognized share based compensation of $18,638.  
 
Share-based payment reserve 
 
The share-based payment reserve records items recognized as stock based compensation expense and other share-based 
payments until such time that the stock options or warrants are exercised, at which time the corresponding amount will be 
transferred to share capital. 
 

7.   CAPITAL MANAGEMENT 
 
The Company’s objective when managing capital is to safeguard the Company’s ability to continue as a going concern in 
order to carry out exploration and evaluation activities and to maintain a flexible capital structure which optimizes the costs 
of capital at an acceptable risk. 
 
The Company depends on external financing to fund its activities. The capital structure of the Company consists of common 
shares. The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions 
and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may attempt 
to issue new shares, acquire or dispose of assets or adjust the amount of cash. 
 
The issuance of common shares requires approval of the Board of Directors. It is the Company’s objective to safeguard its 
ability to continue as a going concern, so that it can continue to explore and develop its business for the benefit of its 
stakeholders. There were no changes in the Company’s approach to capital management during the year. There are no 
externally imposed capital requirements. 
 

8.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

(a) Fair values 
 

The fair values of cash and accounts payable approximate their carrying values due to the short-term to maturities of 
these financial instruments. 
 
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according 
to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are: 
 
• Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
• Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; 

and 
• Level 3 – Inputs that are not based on observable market data. 
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8.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont’d) 
 

(b)  Interest rate risk 
 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company is not exposed to interest rate risk. 

 
(c) Credit risk 

 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party 
to incur a financial loss. The Company’s primary exposure to credit risk is in its cash. The risk in cash is managed 
through the use of a major financial institution which has a high credit quality as determined by rating agencies. Credit 
risk is assessed as low. 

 
(d) Foreign exchange rate risk 
 

Foreign exchange risk is the risk that the Company’s financial instruments will fluctuate in value as a result of movements 
in foreign exchange rates. The Company has no assets or liabilities denominated in foreign currencies; therefore, is not 
exposed to foreign exchange risk. 

 
9.  INCOME TAXES 
 
The actual income tax provision differs from the expected amounts calculated by applying the Canadian combined federal 
and provincial statutory corporate income tax rate to the Company’s loss before income tax recovery. The components of 
these differences are as follows: 
 

 2019 2018 
 $ $ 
Loss before income tax recovery (6,391,172) (205,773) 
Corporate tax rate 27% 26% 
Income tax recovery at statutory tax rates (1,726,000) (54,000) 
Increase resulting from:   
         Non-deductible expenses and other 1,143,000 - 
         Effect of share issuance costs not recognized (4,000) - 
         Effect of change in tax rates (2,000) - 
         Change in unrecognized deductible temporary differences 589,000 54,000 
Income tax recovery - - 

 
The significant components of the Company’s deferred tax liabilities and offsetting tax assets are as follows: 
 

 2019 2018 
 $ $ 
Deferred Tax Asset   
          Non-capital losses carry forwards 639,000 54,000 
          Share issuance costs 4,000 - 
          Valuation allowance (643,000) (54,000) 
 - - 

 
At May 31, 2019, the Company has non-capital losses of $2,366,210 that expiry between 2038-2039. 
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10.   SUBSEQUENT EVENTS 
 
Subsequent to May 31, 2019: 
 

1) The Company issued a total of 1,375,000 common shares of the Company at a price of $0.10 per share for 
consulting and other services provided to the Company. 
 

2) The Company granted stock options to purchase up to 300,000 common shares of the Company at an exercise price 
of $0.15 per share for a period of two years to a consultant. 
 

3) The Company entered into a settlement agreement with FCM pursuant to which the parties agreed to: 
 

a. Terminate all previous agreements; 
b. Reverse the stock swap by means of which FCM owns 2,289,000 shares of the Company, and the 

Company owns 13,271 shares of FCM; 
c. On the 30th calendar day following the date of the settlement agreement, FCM will pay the Company 

USD$450,000 in exchange for the return of 6,636 shares of FCM; and 
d. Any time within the 60 days following the execution of the settlement agreement, FCM will pay the 

Company USD$450,000 in exchange for the return of the remaining 6,635 shares of FCM. 
 

As at the audit report date no payments had been received from FCM, as such, pursuant to the settlement agreement, 
the agreement is automatically terminated and the parties shall maintain their respective shares of each company.  

 
 
 


