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1. MANAGEMENT’S DISCUSSION AND ANALYSIS

This management’s discussion and analysis of financial position and the results of operations (“MD&A”) 
focuses on significant factors that have affected the performance of Cannibble Food-Tech Ltd.

(“Cannibble” or the “Corporation”) and those factors that may affect its future performance. This 
MD&A should be read in conjunction with Cannibble’s financial statements for the three months ended 
March 31, 2022 and related notes thereto, as well as the audited financial statements for the year ended 
December 31, 2021 and related MD&A. The date of this MD&A is May 27, 2022. The Company's 
reporting currency is USD.

Reporting currency is USD.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This MD&A contains information and statements that relate to Cannibble’s current expectations and views 
of future events and constitute “forward-looking information” under Canadian securities laws.

These are statements about possible events, conditions or financial performance that are based on 
assumptions about future economic conditions and courses of action.

When used in this MD&A, the words “expects”, “anticipates”, “intends”, “plans”, “may”, “believes”, 
“seeks”, “estimates”, “appears” and similar expressions (including negative and grammatical variations) 
generally identify forward-looking information. Forward-looking statements are necessarily based on 
estimates and assumptions made by us in light of Cannibble’s experience and perception of historical 
trends, current conditions and expected future developments, as well as other factors the Corporation 
believes are appropriate. Forward-looking statements in this MD&A include but are not limited to 
statements relating to:

• Cannibble’s anticipated cash needs and its need for additional financing;

• Cannibble’s ability to obtain funding for its operations, including funding for research and commercial 
activities;

• the initiation, timing, cost, progress and success of its product development efforts;

• Cannibble’s business model and strategic plans to grow its business and operation, including 
Cannibble’s expectations regarding growth rates;

• Cannibble’s ability to achieve profitability;

• Cannibble’s ability to establish and maintain relationships with qualified manufacturers and distributors 
for Cannibble’s products;

• Cannibble’s ability to protect its intellectual property;

• Cannibble’s competitive position and the regulatory environments in which it operates;

• the future growth of the cannabis industry;

• the rate and degree of market acceptance of Cannibble’s existing and future products;

• Cannibble’s expectations regarding market risk, including interest rate changes and foreign currency 
fluctuations;

• Cannibble’s expected business objectives for the next twelve months;

• Cannibble’s plans with respect to the payment of dividends; and

• Cannibble’s estimations and anticipated effects of the novel strain of coronavirus (“COVID-19”) 
pandemic.

• 
In developing the forward-looking statements contained herein, the Corporation has made assumptions 

with respect to, among other things,  

(i) the outlook for Israeli, United States, and global economies, including, in particular, the cannabis and

hemp industry sectors;
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 (ii) the expectation that regulatory requirements will be maintained;  

(iii) the Corporation’s ability to successfully execute its plans and intentions; 

 (iv) the availability of financing on reasonable terms;  

(v) the Corporation’s ability to retain its key employees; (vi) market competition; 

 (vii) the products and technology offered by its competitors; and 

 (vii) the expectation that the Corporation’s current good relationships with its suppliers, service providers 

and other third parties will be maintained.  

 

These assumptions are based on the Corporation’s management’s perception of trends, current conditions, 

and expected future developments, as well as any other factors its management considers relevant.  

 

Although the Corporation believe that the assumptions on which the forward-looking statements are based 

and the expectations represented in the forward-looking statements are reasonable, there can be no 

assurance that the forward-looking statements contained herein will prove to be accurate. 

 

 Factors which could cause actual results, events, or circumstances to differ materially from those 

expressed or implied in forward-looking statements include, but are not limited to: general economic, 

political, tax, market and business factors and conditions; interest rate and foreign exchange rate 

fluctuations; volatility in Israeli, Canadian, or global equity and capital markets; statutory and regulatory 

developments; unexpected judicial or regulatory proceedings; catastrophic events; and other risks related 

to Cannibble and its business. These and other risks and uncertainties are described in the section entitled 

“Risk Factors”.  

 

Readers should not place undue reliance on forward-looking statements because of the inherent 

uncertainty of forward-looking statements. Forward-looking statements in this MD&A are provided as of 

the date of this MD&A, and the Corporation disclaims any obligation to update any forward-looking 

statements, except to the extent required by applicable securities laws.  

 

2. DESCRIPTION OF BUSINESS 

Structure of the Corporation 

Cannibble was incorporated as a private limited liability company under the Israeli Companies Law, 5759-

1999 on August 14, 2018. Its corporate headquarters and registered address are located at 40 Carmel St 

Rosh Haayiin, Israel. The Corporation has one wholly-owned subsidiary, EAZY Tech Inc., a limited 

liability company organized under the laws of the state of Delaware. The company's ordinary shares are 

listed for trading on the Canadian Securities Exchange (the "CSE") under the symbol ‘PLCN'  

Cannibble is a food tech company that develops and manufactures powder food and drink mix products 

that it markets under the brand name “the Pelicann”, that are subsequently enhanced variously with hemp 

seeds, hemp protein, active and non active cannabinoids  where legal to do so. 

 

Cannibble has developed a proprietary process technology for manufacture of secret “Black Box” product 

mixes that are the core powdered ingredients of its various product families and the foundation of its 

business. The Black Boxes are manufactured for Cannibble in Israel and then shipped to its external 

markets to be subsequently infused with  hemp seeds oil, hemp protein or active and non active  

cannabinoids  where legal to do so by a local manufacturer operating under its directions. The 

Corporation’s unique process technology infuses and distributes evenly powder-based cannabinoids, 

seeds, oils and other powders into every product, which are mixed in an industrial production line by its 

local manufacturers. Cannibble currently has contract manufacture relationships in California and Florida 

in the United States. 

 

Cannibble has developed over 100 product SKUs and in the first quarter of 2020 Cannibble launched its 

first 32 products for sale in the United States. The Corporation has an online store at www.thepelicann.com 

and it has a store on Amazon.com (the Pelicann) where it sells its hemp seeds -based products. 
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Significant Financial Developments  

 

 

To capitalize its business, in 2019 and 2020 the Corporation completed three rounds of crowdfunding in 

Israel as well as other private placements. 

 

On August 14, 2018, the Corporation issued 4,000,000 ordinary shares with a par value of 0.01 NIS to its 

founders.  

 

On January 16, 2019, the Corporation completed its first round of crowdfunding via the Israeli regulated 

crowdfunding platform, PipelBiz. The Corporation issued 351,667 ordinary shares for gross proceeds of 

NIS 2,417,710 (approximately $676,000. Issuance expenses amounted to NIS 388,000 (approximately 

$108,000).  

 

On April 4, 2019, the Corporation completed its second round of crowdfunding via PipelBiz. The 

Corporation issued 173,620 ordinary shares in consideration of a total gross amount of NIS 1,194,000 

(approximately $319,000). Issuance expenses amounted to NIS 126,000 (approximately $34,000).  

 

During the period of January through May 2019, the Corporation issued 31,171 ordinary shares to 

private investors for gross proceeds of NIS 214,000 (approximately $59,000).  

 

In August 2020, Cannibble completed a third round of crowdfunding through PipelBiz. The Corporation 

issued an aggregate of 112,798 ordinary shares to 419 investors for gross proceeds of NIS 1,058,305 

(approximately $310,000). Issuance expenses amounted to NIS 150,000 (approximately $44,000). 

 

On February 24, 2021, the Corporation authorized the issuance of bonus shares to the holders of its 

ordinary shares on the basis of three bonus shares for every one ordinary share owned on the effective 

date. The effective date on which the bonus shares were issued was March 31, 2021. The number of shares 

reflected throughout this MD&A are on a pre-bonus share issuance basis, unless stated otherwise. 

 

On March 26, 2021, the Corporation closed the final portion of a financing in Israel begun in December 

2020, pursuant to which it raised an aggregate of $1,435,000 (approximately CAD$1,797,295) through 

the issuance of convertible 8% notes (the “Notes”). Pursuant to the Notes, if Cannibble completes an 

initial public offering and/or the listing of its ordinary shares on the exchange (a “Listing Event”) at any 

time prior to December 31, 2021 (which may be extended to June 30, 2022 at the noteholder’s option)(the 

“Maturity Date”), the Note principal, together with all accrued interest, will automatically convert, 

immediately prior to the Listing Event, into ordinary shares at a conversion price per share equal to the 

lower of: NIS 1.875 (post-Stock Bonus) (approximately $ 0.58 post-Stock Bonus), or the price of the 

ordinary shares on the Listing date (the “Listing Share Price”). If no Listing Event is consummated prior 

to the Maturity Date, then the Notes will be converted into ordinary shares at a price per share reflecting 

a company valuation of US$ 10,000,000, on a fully diluted basis and on an as-converted basis. In addition, 

there are 34 investors who signed a share purchase warrant appendix (“Holders”) entitling each Holder 

to purchase up to that number of Ordinary Shares as are issued to the Holder pursuant to the Note 

conversion, at an exercise price equal to 150% of the Listing Share Price for a period of 18 months. The 

Note offering was consummated through Exiteam Capital Partners Ltd.  

 

On April 15, 2021, the Corporation issued 26,882 ordinary shares to Amuka Capital Corp. The 

Corporation also issued Amuka warrants exercisable to acquire one ordinary share for a period of 24 

months from the date of issuance at an exercise price of CAD$1.40. At the time of grant, the value of these 

shares and warrants is 16,000$ CAD and 9,000$ CAD, respectively. 

 

On July 5, 2021, the Corporation completed an offering of units (“Units”) of its securities through 
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Frontfundr Financial Services Inc. doing business as Frontfundr (“Frontfundr”), a Canadian equity 

crowd-funding platform and exempt market dealer. Each Unit was priced at CAD$0.93 and comprised 

one ordinary share and one share purchase warrant exercisable to acquire one ordinary share for a period 

of 24 months from the date of issuance at an exercise price of CAD$1.40. The Corporation issued a total 

of 160,936 Units for gross proceeds of $149,670, pursuant to available prospectus exemptions. Pursuant 

to the agency agreement the Corporation signed with Frontfundr in November 2020, it issued 7,415 share 

purchase warrants to Frontfundr and paid those fees of $10,122 for their services under the agency 

agreement. Each of the Frontfundr warrants is exercisable for period of 3 years from the date of issuance 

to acquire one Unit at an exercise price of CAD$1.4.  

 

On August 9, 2021, the Corporation filed a non-offering prospectus with the British Columbia Securities 

Commission (the “BCSC”). 

 

On August 24, 2021, the Corporation applied for the listing of its shares on the Canadian Stock Exchange 

(the “CSE”).   

 

On September 2, 2021, the Corporation  presented its line of products anat an Hemp wholesale Show 

marketed under its brand named “The Pelicann”. At the Show  the Corporation  was selected as one of the 

finalists to receive an award for its innovative Products. 

 

On December 22, 2021, the Corporation issued 26,882 shares to an advisor. 

 

On December 29, 2021, following understandings reached with the BCSC and the Canadian Securities 

Exchange on resolving builder’s shares issues of several shareholders of the Corporation and in the context 

of the Corporation efforts to list its shares on the CSE, the Board issued the following shares upon the 

conversion of part of the debt of the accrued salary of Messrs. Yoav Bar-Joseph, Elad Barkan and Ziv 

Turner 

 

1. Mr. Yoav Bar-Joseph – issuance of 86,774 Ordinary Shares of the Corporation. 

2. Mr. Elad Barkan – issuance of 86,774 Ordinary Shares of the Corporation. 

3. Mr. Ziv Turner – issuance of 61,338 Ordinary Shares of the Corporation. 

 

On December 31, 2021, the Corporation issued 2,594,787 shares as a result of a conversion of the maturity 

and interest of the convertible 8% notes that were issued to 34 investors in March 2021.   

 

On March , 2022, the Corporation’s ordinary shares of started trading on the CSE under the symbol 

“PLCN”. 

 

On March 14, 2022, the Corporation received its first commercial order from a leading US-based 

supermarket chain. The order was for two of Cannibble’s recently developed products, The Pelicann™ 

protein brownie mix and The Pelicann™ protein chocolate cake mix. The initial order for these products 

will be sold in seven store locations.  

 

On March 31st, 2022, the Corporation received a large reorder from an existing client in Las Vegas, 

Nevada. The client, a chain with sales points for premium adult frozen drinks infused with hemp 

ingredients, placed the order for roughly two tons of unique powder mix products developed by Cannibble 

in five different fruit-flavors infused with hemp ingredients. The reorder announced today comes on the 

heels of the Company’s first commercial order from a leading US-based supermarket chain within the last 

two weeks. That order was for two of Cannibble’s products: The Pelicann™ protein brownie mix and 

chocolate cake mix. 

 

On March , 2022, the Corporation received a large reorder from an existing client in Las Vegas, Nevada. 

The client, a chain with sales points for premium adult frozen drinks infused with hemp ingredients, placed 
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the order for roughly two tons of unique powder mix products developed by Cannibble in five different 

fruit-flavors infused with hemp ingredients.  

 

On April , 2022, Walmart Marketplace approved “The Pelicann” products Hemp protein Shakes & Hemp 

Protein Cake Mixes for sale. The products will be available soon on walmart.com  

 

On May 15, 2022, the Corporation’s product “The Pelicann Protein Brownie Mix” became available at 

Sam's Club Puerto Rico stores. Sam's Club is a division of Walmart Inc. and operates over 600 stores in 

the United States and Puerto Rico.  

 

Since inception, Cannibble has an accumulated deficit of 4,043,000 as of March 31, 2022. The Corporation 

expects its operating losses to be reduced as it begins sale of products and as it develops its online business. 

The Corporation has funded its operations with proceeds from equity financings and expects to seek 

additional funding through equity financings to finance its growth initiatives. However, if capital market 

conditions in general or with respect to the cannabis sector or development stage companies such as 

Cannibble are unfavorable, the Corporation’s ability to obtain additional funding will be adversely 

affected. 

Selected Financial Information 

The following table sets forth selected financial information is presented for the year ended December 31, 2021, 

the period ended March 31, 2022 and the period ended March 31, 2021. 

The selected financial information set out below has been derived from our annual audited consolidated financial 

statements and accompanying notes, prepared in accordance with IFRS. The selected financial information set 

out below may not be indicative of our future performance. 

 

Period ended March 

31, 

2022 

(Thousands of USD) 

Period ended March 

31, 

2021 

(Thousands of USD) 

Year ended 

December 31, 

2021 

(Thousands of USD) 

Total revenue 45 67 221 

Profit or loss from operations (508) (407) (1,723) 

Profit or loss per share, basic and 

diluted (0.023) (0.03) (0.12) 

Total current assets 724 1,440 955 

      Fixed assets 25 - 26 

Total -current financial liabilities 205 757 186 

Total non-current financial 

liabilities 1,155 1,435 952 

Total shareholders’ equity 

(deficiency) (611) (727) 

(157) 
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Three Months Ended March 31, 2022, compared to the Three Months Ended March 31, 2021 

During the three months ended March 31, 2022, Cannibble recorded a net and comprehensive loss of $497,000 

comparing to a $564,000 net and comprehensive loss for the three months ended March 31, 2021. The decrease 

of $168,000 was mainly to a non-cash expense of the Notes valuation expenses with accordance to IFRS. The 

increase of 93,000$ Thousand was mainly increase of the company’s professional service expenses as a result of 

an increase in the activity of the corporation .The decrease of $8,000 of gross profit is not material.  

Revenues 

For the three months ended March 31, 2022, total revenues amounted to $45,000 compared to US$67,000 for the 

three months ended March 31, 2021. The revenues were comprised of consulting services and sales of goods to 

customers in the USA both through our web site and to retailers. The consulting services revenues were generated 

from services provided to a customer of Cannibble in the United States. The decline in sales was a result of the 

corporation focusing only on sales of Hemp seeds related products.  

Cost of revenue 

For the three months ended March 31, 2022, cost of revenues amounted to $11,000 and are attributable to cost 

of goods and costs of consulting services, compared to $25,000 for the three months ended March 31, 2021.The 

decline in cost of revenue was mainly to manufacturing only hemp seeds related products.  

Gross Profit 

For the three months ended March 31, 2022, gross profit amounted to $34,000, compared to a gross profit of 

$42,000 for the three months ended March 31, 2021.The decline in gross profit was mainly due to the decline in 

sales and the change in product mix.  

 Selling and Marketing Expenses 

For the three months ended March 31, 2021, selling and marketing expenses were $ 175,000 compared to $78,000 

for the three months ended March 31, 2021. The increase of $97,000, was mainly a result of an increase in the 

activity of the Corporation, which included increases in professional services of $ 64,000 and increases in 

relocation expenses of $32,000. 

 Research and Development Expenses 

For the three months ended March 31, 2022, research and development expenses amounted to $77,000 compared 

to $106,000 for the three months ended March 31, 2021. The decrease of $29,000 was mainly attributed to 

decreases in salaries.  

General and Administrative Expenses 

For the three months ended March 31, 2022, general and administrative expenses amounted to $289,000 

compared to $265,000 for the three months ended March 31, 2021. The increase in G&A expenses was mainly 

due to expenses of a publicly traded company.  
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Finance expenses, net  

For the three months ended March 31, 2022, finance income net amounted to $11,000, as compared to the finance 

expenses net of $157,000 thousand for the three months ended March 31, 2021. The decrease in financial 

expenses was mainly attributed to a non cash expense of  the Notes valuation expenses with accordance to IFRS. 

Liquidity and Capital Resources  

Since inception, the Corporation has generated limited revenues, with sales commencing during the third quarter 

of the year ended December 31, 2021. The Corporation believes it has the capability to continue financing itself 

in the foreseeable future, through the issuance of equity and future revenue from sales. The Corporation has 

generated an accumulated deficit of US$4,043,000 since inception. These events or conditions, along with other 

matters, indicate that a material uncertainty exists that may cast significant doubt on the Corporation’s ability to 

continue as a going concern. 

During the Three Months Ended March 31, 2022, the Corporation incurred a loss of $497,000 compared to a loss 

of $564,000 for the Three Months Ended March 31, 2021. 

On March 31, 2022, the Corporation had working capital of $519,000, compared with a working capital of 

$683,000 on March 31, 2021, which consisted of cash and cash equivalents, other accounts receivable and 

inventory, trade accounts payable, other accounts payable and accrued liabilities. 

As of the date of this MD&A, the Corporation anticipates raising additional funds to support additional research 

and development costs and to have sufficient resources to support its operations, including the payment of current 

and non-current liabilities, as they become due. 

During the Three Months Ended March 31, 2022, the Corporation’s overall position of cash and cash equivalents 

decreased by $273,000 compared to an increase of $948,000 during the three months ended March 31, 2021. 

This change in cash and cash equivalents can be mainly attributed to the following: 

• The Corporation’s net cash used in operating activities during the three months ended March 31, 2022, 

amounted to $316,000 as compared to $314,000 for the three months ended March 31, 2021. The increase 

in net cash used in operating activities in the three months ended March 31, 2022, is mainly attributable 

to an increase in other accounts payable of $233,000 due to management fees agreements signed with 

the Corporation’s CEO, CTO and vice president-business development during the third quarter of 2020 

and to the decrease in financial expenses of $18,000 and to the decrease in trade and other accounts 

receivable of $13,000 .  

• The Corporation’s net cash used in investing activities during the three months ended March 31, 2022 

was none, compared to $24 thousand for the three months ended March 31, 2021. The amount of 

investing activities in the three months ended March 31, 2021 is mainly attributable to an advanced 

payment for fixed assets of US$25,000. 

 

• The Corporation’s net cash provided by financing activities during the three months ended March 31, 

2022 was $43 thousand as compared to $1,286,000 for three months ended March 31 2021. The cash 

provided by financing activities during the three months ended March 31, 2021 resulted from Convertible 

loan. The cash provided by financial activities during the tree month ended March 31,2022 resulted from 

payments upon Shares.  
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As of March 31st 2022 the Company's share capital consisted of 21,721,399 of shares. 

Yoav Bar Joseph - Founder Shares   4,000,000.0 

Yoav Bar Joseph (Builder Share Dec-21) Shares   86,774.0 

Elad Barkan - Founder Shares   4,000,000.0 

Elad Barkan (Builder Share Dec-21) Shares   86,774.0 

Ziv Turner - Founder Shares   2,666,668.0 

Ziv Turner (Builder Share Dec-21) Shares   61,338.0 

Asaf Porat Shares   2,666,668.0 

Jeff Low Shares   2,666,664.0 

Pipelbiz - Round I (Dec-18) Shares   1,406,668.0 

Pipelbiz - Round II (Apr-19) Shares   694,480.0 

Pipelbiz - Round III (Aug-20) Shares   451,192.0 

Other investors  (Jan-19) Shares   124,684.0 

Amuka Capital (Apr-21) Shares   26,882.0 

Amuka Capital (Dec-21) Shares   26,882.0 

Private Investors PI Novel (Jun-21) Shares   55,000.0 

Private Investors Frontfunder (Jun-21) Shares   105,936.0 

CLA Round to Shares Shares   2,594,789.0 

        

Issued Shares     21,721,399.0 

  

OFF-BALANCE SHEET ARRANGEMENTS 

There are no off-balance sheet arrangements or obligations that are not disclosed in the financial statements.  

 

RELATED PARTY TRANSACTIONS 

 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or 

exercise significant influence over the other party in making operating and financial decisions. This would 

include the Corporation’s senior management, who are considered to be key management personnel by the 

Corporation. 

Parties are also related if they are subject to common control or significant influence. Related parties may be 

individuals or corporate entities. A transaction is considered to be a related party transaction when there is a 

transfer of resources or obligations between related parties. 
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The following table sets forth information concerning the balances owing to the named executive officers of the 

Corporation for the three months ended March 31, 2022 and 2021 and the year ended December 31, 2021. 

 
 

At March 31 2022 
 At March 31 

2021 

 

Year ended                     
December 31, 

2021 

 
 

(US$ in thousands) 
 

Yoav Bar Joseph – CEO, director, and founder 385 200 317 
Ziv Turner- VP Business and founder 385 200 317 

Elad Barkan – CTO, director, and founder 385 200 317 

 

CHANGES IN ACCOUNTING STANDARDS 

 

Please refer to the March 31, 2022 condensed interim financial statements for accounting policy pronouncements. 

 
7. CHANGES IN ACCOUNTING STANDARDS 

 
Please refer to the March 31, 2022 financial statements for accounting policy pronouncements. 

8. FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS 

FINANCIAL INSTRUMENTS 

Fair value of financial instruments 

 

Assets recorded at fair value in the statement of financial position are classified using a fair value 

hierarchy that reflects the significance of the inputs used in making the measurements. The fair 

value hierarchy has the following levels: 

Level 1 - valuation based on quoted prices (unadjusted) in active markets for identical 

assets and liabilities; 

Level 2 - valuation techniques based on inputs other than quoted prices included in Level 

1 that are observable for the asset or liability, either directly or indirectly; and 

Level 3 - valuation techniques using inputs for the asset or liability that are not based on 

observable market data (unobservable inputs). 

Financial instruments are measured either at fair value or at amortized cost. 
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Cannibble’s risk exposures and the impact on our financial instruments are summarized below: 

 

Fair Values 
 

The carrying values of the financial instruments approximate their fair values. The cash is valued 

using quoted market prices in active markets. Warrants are according to level 3 Inputs that are not 

based on observable market data (valuation techniques that use inputs that are not based on 

observable market data). 

 
Foreign currency risk 

 
Foreign currency risk is the risk that a variation in exchange rates between the Israeli New Shekel 

and the United States dollar and other foreign currencies will affect our operations and financial 

results. Cannibble is exposed to currency risk as funds are held in Israeli currency and revenues 

and a significant portion of its expenses are denominated in United States currency. As of 

December 31, 2022 and December 31, 2021, Cannibble has not entered into any hedging 

agreements to mitigate foreign currency risk. Therefore, Cannibble’s financial position and 

financial results may be adversely affected by unfavorable fluctuations in currency exchange rates. 

The Corporation has cash that is exposed to possible fluctuations in the U.S. dollar exchange rates. 
 

Credit Risk 
 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 

party by failing to discharge an obligation. The Corporation has no significant concentration of 

credit risk arising from operations. Management believes that the credit risk concentration with 

respect to financial instruments is remote. 

 

Liquidity Risk 

 

The Corporation’s approach to managing liquidity risk is to ensure that it will have sufficient 

liquidity to meet liabilities as they come due by raising sufficient funds. As of March 31, 2022, the 

Corporation had a US$ 519 thousand positive working capital balance (December 31, 2021 - US$ 

769 thousand negative working capital), and the Corporation has little exposure to liquidity risk, as 

it will balance expenditures with available working capital. 

 

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. The Corporation is exposed to the risk that the 

value of financial instruments will change due to movement in market interest rates. The 

Corporation periodically monitors its cash activity and is satisfied with the credit ratings of its banks. 

 

RISKS AND UNCERTAINTIES 

 

The Corporation’s business as a foodtech company in the cannabis industry is subject to a number 

of significant risk factors. The following are certain risk factors related to Cannibble, its business, 

and risks related to ownership of the Corporation’s ordinary shares. If any event arising from the 

risk factors set forth below occurs, the Corporation’s business, prospects, financial condition, results 

of operation or cash flows and in some cases, its reputation, could be materially adversely 
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affected. Although the Corporation believes that the risk factors described below are the most 

material risks that it faces, they are not the only ones. Additional risk factors not presently known 

to the Corporation or that the Corporation currently believes are immaterial could also materially 

and adversely affect our business, prospects, cash flows, results of operations or financial condition 

and negatively affect the value of Cannibble’s ordinary shares. Readers should carefully consider 

each of these risks and all of the information in this MD&A. 

 

Business and Industry Risks 

 

Speculative nature of investment risk 

 

An investment in Cannibble’s ordinary shares carries a high degree of risk and should be considered 

as a speculative investment by purchasers. Cannibble has a limited history of earnings, limited cash 

reserves, and a limited operating history, has not paid dividends, and are unlikely to pay dividends 

in the immediate or near future. Cannibble in the development phases of its business and has only 

very recently offered some of its planned products for sale. The Corporation’s operations are not 

yet sufficiently established so that it can mitigate the risks associated with its planned activities. 

 

Liquidity and future financing risk 

 

Cannibble is in the development stage and has not generated a significant amount of revenue. 

Cannibble will likely operate at a loss until its business becomes established and it may require 

additional financing in order to fund future operations and expansion plans, including developing 

new products, enhancing existing products, enhancing its operating infrastructure and expanding the 

geographical area in which it operates. Cannibble’s ability to secure any required financing to 

sustain operations will depend in part upon prevailing capital market conditions, as well as business 

success. There can be no assurance that Cannibble will be successful in its efforts to secure any 

additional financing or additional financing on terms satisfactory to management. If additional 

financing is raised by issuing authorized capital, control may change, and shareholders may suffer 

additional dilution. 

 

The Corporation is a public company and thus volatility in the price of its ordinary shares could cause 

investors to lose all or part of their investment because they may not be able to sell their ordinary 

shares at or above the price they paid. Factors that could cause fluctuations in the market price of the 

ordinary shares include the following: 

• price and volume fluctuations in the overall stock market from time to time;  

• sales of ordinary shares by Cannibble shareholders; 

• changes in the financial projections that the Corporation may provide to the public, or its 

failure to meet those projections;  

• announcements by the Corporation or its competitors of new products or services;  

• the public’s reaction to the Corporation’s press releases, other public announcements and 

filings with the securities commissions;  

• rumors and market speculation involving the Corporation or other companies in its industry;  

• actual or anticipated changes in its operating results or fluctuations in its operating results;  

• actual or anticipated developments in its business, its competitors’ businesses or the 

competitive landscape generally;  

• litigation involving the Corporation, its industry or both, or investigations by regulators into 

the Corporation’s operations or those of its competitors;  
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• developments or disputes concerning its intellectual property or other proprietary rights;  

• announced or completed acquisitions of businesses or technologies by the Corporation or its 

competitors;  

• new laws or regulations or new interpretations of existing laws or regulations applicable to its 

business;  

• changes in accounting standards, policies, guidelines, interpretations or principles;  

• any significant change in the Corporation’s management; and  

• general economic conditions and slow or negative growth of the Corporation’s markets.  

 

Increased costs of being a publicly traded  

 

As a public company, the Corporation incurs significant additional legal, accounting and filing fees. 

Securities legislation and the rules and policies of the CSE require listed companies to, among other 

things, adopt corporate governance and related practices and to continuously prepare and disclose 

material information, all of which significantly increase the Corporation’s legal and financial 

compliance costs. 

 

Competition 

 

Cannibble faces competition in the markets in which it operates and intends to operate in the near 

future. Some of the Corporation’s competitors may be better positioned to develop superior products 

and make technological innovations, and better able to adapt to changing market conditions than 

Cannibble is. The Corporation’s ability to compete depends on, among other things, consistent high 

product quality, short lead-time, timely delivery, competitive pricing, range of product offerings and 

superior customer service and support. Increased competition in the markets in which the 

Corporation operates may force it to reduce its product prices or may result in increased costs, and 

may have a material adverse effect on Cannibble’s business and operating results. Any decrease in 

the quality of the Corporation’s products or level of service to customers, or any forced decrease in 

product pricing may adversely affect its business and operating results. 

 

Limited operating history and no established financing sources 

 

Although the Corporation believes its management team has extensive knowledge of the food 

product industry generally and the cannabis industry, and the Corporation closely monitors changes 

in recreational cannabis laws worldwide, the Corporation operates in an evolving industry that may 

not develop as expected and the Corporation may not be able to adapt as needed to stay competitive 

in the cannabis and hemp industry. Furthermore, Cannibble was incorporated in August 2018 and 

has a limited operating history and no established financing sources. Cannibble is subject to all of 

the business risks and uncertainties associated with any new business. Cannibble’s financial 

condition and results of operations will depend on many factors, including its ability to bring its full 

range of products to commercial production, its ability to achieve marketing success, and the 

continued legality of its products. 

 

Product development 

 

If Cannibble cannot successfully develop, manufacture and distribute its products, or if it 

experiences difficulties in the development process, such as capacity constraints, quality control 

problems, problems with contract manufacturers in the U.S., or other disruptions, Cannibble may 

not be able to develop market-ready commercial products at acceptable costs, which would 

adversely affect its ability to effectively achieve success in the market. A failure by Cannibble to 

achieve a low-cost structure through economies of scale or improvements in manufacturing 
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processes would have a material adverse effect on our commercialization plans and our business, 

prospects, results of operations and financial condition. 

 

Product liability 

 

Cannibble’s products will be produced for sale both directly and indirectly to end consumers, and 

therefore Cannibble faces an inherent risk of exposure if product liability claims, regulatory action, 

and litigation if its products are alleged to have caused significant loss or injury. Previously 

unknown adverse reactions resulting from human use of the Corporation’s products alone or in 

combination with other medications or substances could occur. The Corporation may be subject to 

various product liability claims, including, among others, that its products caused injury or illness, 

or include inadequate instructions for use or warnings concerning possible side effects or 

interactions with other substances. A product liability claim or regulatory action against the 

Corporation could result in increased costs to produce its products and could have a material adverse 

effect on its business and operational results. 

 

Target market size 

 

Because the hemp-, CBD-, and THC-infused products industry is in a nascent stage with uncertain 

boundaries, there is a lack of information about comparable companies available for potential 

investors to review in deciding whether to invest in the Corporation and few, if any, established 

companies whose business model the Corporation can follow, or upon whose success the 

Corporation can build. Accordingly, investors will have to rely on their own estimates in deciding 

about whether to invest in the Corporation. There can be no assurance that the Corporation’s 

estimates are accurate or that the market size is sufficiently large for its business to grow as 

projected, which may negatively impact its financial results. Furthermore, the size of the health and 

wellness consumer goods products market is large, the Corporation is not an established player and 

it will be difficult to acquire significant market share at the outset for the sale of the Corporation’s 

products. 

 

Effectiveness and efficiency of advertising and promotional expenditures 

 

The Corporation’s future growth and profitability will depend on the effectiveness and efficiency 

of advertising and promotional expenditures, including its ability to (i) create greater awareness of 

its products, (ii) determine the appropriate creative message and media mix for future advertising 

expenditures and (iii) effectively manage advertising and promotional costs in order to maintain 

acceptable operating margins. There can be no assurance that the Corporation’s advertising and 

promotional expenditures will result in revenues in the future or will generate awareness of the 

Corporation’s products. In addition, no assurance can be given that Cannibble will be able to 

manage its advertising and promotional expenditures on a cost-effective basis. 

 

Promoting the Pelicann brand 

 

The Corporation believes that maintaining and promoting its brand is critical to expanding its 

customer base. Maintaining and promoting the Pelicann brand will depend largely on Cannibble’s 

ability to provide quality, reliable and innovative products, which Cannibble may not be successful 

in doing. The Corporation may introduce new products or services that its customers do not like, 

which may negatively affect its brand and reputation. Maintaining and enhancing the Corporation’s 

brand may require it to make substantial investments, and these investments may not achieve the 

desired goals. If the Corporation is not successful in promoting and maintaining its brand or if the 

Corporation incurs excessive expenses in this effort, its business and financial results from 
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operations could be materially adversely affected. 

 

Changing consumer preferences 

 

As a result of changing consumer preferences, many wellness, cannabis, or other innovative 

products attain financial success for a limited period of time. Even if Cannibble’s products find 

some retail success, there can be no assurance that any of its products will continue to see extended 

financial success. The Corporation’s success will depend upon its ability to develop new and 

improved product lines that meet changing customer preferences. The Corporation’s failure to 

introduce new features and product lines and to achieve and sustain market acceptance could result 

in a decline in the Corporation’s products’ popularity that could reduce the Corporation’s revenues 

and harm its business, operating results, and financial condition. 

 

Key personnel risk 

 

The Corporation’s success and future growth will depend, to a significant degree, on the continued 

efforts of its directors and officers to develop the business and manage operations, and on their 

ability to attract and retain key technical, scientific, sales and marketing staff or consultants. The 

loss of any key person or the inability to attract and retain new key persons could have a material 

adverse effect on Cannibble’s business. Competition for qualified technical, scientific, sales and 

marketing staff, as well as officers and directors can be intense, and no assurance can be provided 

that the Corporation will be able to attract or retain key personnel in the future. The Corporation’s 

inability to attract and retain the necessary personnel could materially adversely affect its business 

and financial results from operations. 

 

Reliance on third party suppliers, service providers and distributors 

 

The Corporation intends to maintain a full supply chain for the material portions of the production 

and distribution process of our BlackBox products and expects to continue to rely on contract 

manufacturers for the final formulation of its products for sale in the U.S. and elsewhere. The 

Corporation’s suppliers, manufacturers, service providers, and distributors may elect, at any time, 

to breach or otherwise cease to participate in supply, manufacturing, service or distribution 

agreements, or other relationships, on which Cannibble’s operations rely. Loss of the Corporation’s 

suppliers, manufacturers, service providers or distributors would have a material adverse effect on 

our business and operational results. 

 

The Corporation will be highly dependent on the uninterrupted and efficient operation of its third- 

party manufacturers. Its third-party manufacturers may not continue to maintain their required 

certification or continue or be willing or able to produce the Corporation’s products at reasonable 

prices or at all. If for any reason the Corporation’s third-party manufacturers discontinue production 

of its products, that would likely result in significant delays in production of the Corporation’s 

products and interruption of sales as the Corporation seeks to establish a relationship and commence 

production with other manufacturers. The Corporation may be unable to make satisfactory 

production arrangements with another manufacturer on a timely basis or at all. If operations at one 

of the Corporation’s third-party manufacturer’s manufacturing plant were to be disrupted as a result 

of equipment failures, natural disasters, fires, accidents, work stoppages, power outages or other 

reasons, the Corporation’s business, financial condition and/or results of operations could be 

materially adversely affected. 

 

In addition, the Corporation will be dependent on third parties to obtain certain raw materials, 

including hemp, and CBD and THC extracts, necessary to develop and produce Cannibble’s 
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products. The raw materials required for the production of the Corporation’s products, including 

hemp and CBD and THC extracts, may not be available to it on favorable pricing terms in the future 

or at all when they are needed. If the Corporation is no longer able to obtain raw materials, including 

hemp and CBD and THC extracts, from one or more of its suppliers on terms reasonable to it, or at 

all, the Corporation’s revenues, business, financial condition and operations would be negatively 

affected. While potential alternative suppliers of raw materials may be identified, they must first 

pass intensive validation tests to ensure their compliance with product specifications. No assurance  

can be given regarding the successful outcomes of such tests or Cannibble’s ability to secure 

alternate sources of supply at competitive pricing and upon fair and reasonable contractual terms 

and conditions. 

 

The Corporation’s profit margins and the timely delivery of its products are dependent upon the 

ability of its outside suppliers and manufacturers to supply the Corporation with products in a 

timely and cost-efficient manner. The Corporation’s ability to develop its business and enter new 

markets and sustain satisfactory levels of sales in each market depends upon the ability of its outside 

suppliers and manufacturers to produce the ingredients and products and to comply with all 

applicable regulations. The failure of the Corporation’s primary suppliers or manufacturers to 

supply ingredients or produce its final products could adversely affect its business operations. 

 

Compliance by manufacturers with GMP requirements 

 

All the Corporation’s US-based manufacturers and suppliers must comply with applicable GMP, 

regulations for the manufacture of its products, which are enforced by the FDA through its facilities 

inspection program. The FDA may conduct inspections of the Corporation’s third-party 

manufacturers to assure they are in compliance with such regulations. These GMP requirements 

include quality control, quality assurance and the maintenance of records and documentation, 

among other items. The Corporation’s manufacturers may be unable to comply with these GMP 

requirements and with other regulatory requirements. A failure to comply with these requirements 

may result in fines, product recalls or seizures and related publicity requirements, injunctions, total 

or partial suspension of production, civil penalties, warning or untitled letters, import or export bans 

or restrictions or criminal prosecution and penalties. Any of these penalties could delay or prevent 

the promotion, marketing or sale of Cannibble’s products. If the safety of the Corporation’s products 

is compromised due to a third-party manufacturer’s failure to adhere to applicable laws or for other 

reasons, the Corporation may not be able to successfully sell its products. The Corporation cannot 

be sure that its third-party manufacturers will continue to reliably supply products at the levels of 

quality, or the quantities, it requires and in compliance with applicable laws and regulations, 

including GMP requirements. 

 

Unfavourable publicity or consumer perception 

 

The Corporation believes its industry is highly dependent upon consumer perception regarding the 

safety, efficacy and quality of its products and perceptions of regulatory compliance. Consumer 

perception of the Corporation’s products can be significantly influenced by scientific research or 

findings, regulatory investigations, litigation, media attention and other publicity. There can be no 

assurance that future scientific research, findings, regulatory proceedings, litigation, media attention 

or other research findings or publicity will be favorable to the hemp-, CBD-, and THC- infused 

edibles market or any particular product, or consistent with earlier publicity. Future research reports, 

findings, regulatory proceedings, litigation, media attention or other publicity that are perceived as 

less favorable than, or that question, earlier research reports, findings or publicity could have a 

material adverse effect on the demand for Cannibble’s products and business, results of operations, 

financial condition and cash flows. The Corporation’s dependence upon consumer perceptions 
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means that adverse scientific research reports, findings, regulatory proceedings, litigation, media 

attention or other publicity, whether or not accurate or with merit, could have a material adverse 

effect on the Corporation, the demand for its products, and its business, results of operations, 

financial condition and cash flows. Further, adverse publicity reports or other media attention 

regarding the safety, efficacy and quality of hemp-, CBD-, or THC-infused products in general, or 

Cannibble’s products specifically, with illness or other negative effects or events, could have such a  

 

material adverse effect. Such adverse publicity reports or other media attention could arise even if 

the adverse effects associated with such products resulted from consumers’ failure to consume such 

products legally, appropriately or as directed. 

 

Inability to sustain pricing models 

 

Significant price fluctuations or shortages in the cost of materials may increase the Corporation’s 

cost of goods sold and cause its results of operations and financial condition to suffer. If the 

Corporation is unable to secure materials at a reasonable price, it may have to alter or discontinue 

selling some of its products or attempt to pass along the cost to its customers, any of which could 

adversely affect its results of operations and financial condition. 

 

Additionally, increasing costs of labor, freight and energy could increase Cannibble’s and its 

suppliers’ cost of goods. If the Corporation’s suppliers are affected by increases in their costs of 

labor, freight and energy, they may attempt to pass these cost increases on to the Corporation. If 

Cannibble pays such increases, it may not be able to offset them through increases in its pricing, 

which could adversely affect its results of operations and financial condition. 

 

Management of growth 

 

Cannibble may be subject to growth-related risks, including capacity constraints and pressure on its 

internal systems and controls. Cannibble’s ability to manage growth effectively will require it to 

continue to implement and improve its operational and financial systems and to expand, train and 

manage an employee base. Rapid growth of its business may significantly strain management, 

operations and technical resources. If Cannibble is successful in obtaining large orders for its 

products, it will be required to deliver large volumes of products to its customers on a timely basis 

and at a reasonable cost. It may not obtain large-scale orders for its products and if it does, it may 

not be able to satisfy large-scale production requirements on a timely and cost-effective basis. 

Cannibble’s inability to deal with this growth may have a material adverse effect on its business, 

financial condition, results of operations, and prospects. 

 

Product viability 

 

If the products Cannibble sells are not perceived to have the effects intended by the end user, its 

business may suffer. Many of its products contain innovative ingredients or combinations of 

ingredients. There is little long-term data with respect to efficacy, unknown side effects and/or 

interaction with individual human biochemistry. Moreover, there is little long-term data with respect 

to efficacy, unknown side effects and/or its products’ interaction with individual animal 

biochemistry. As a result, Cannibble’s products could have certain side effects if not taken as 

directed or if taken by an end user that has certain known or unknown medical conditions. 

 

Risks Related to Investing in an Israeli Corporation 

 

Exchange rate fluctuations between the U.S. dollar, the New Israeli Shekel, and the Canadian 
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dollar may negatively affect Cannibble’s earnings. 

 

Although most of the Corporation’s revenues and a portion of its expenses are denominated in U.S. 

dollars, substantially all of its research and development expenses, as well as a portion of 

manufacturing cost and cost of revenues, selling and marketing, and general and administrative 

expenses, are incurred in New Israeli Shekels. In addition, Cannibble has raised capital denominated  

 

in Canadian dollars. As a result, Cannibble is exposed to foreign exchange risks, including the 

risks that the New Israeli Shekel may appreciate relative to the U.S. dollar, or, if the New Israeli 

Shekel instead devalues relative to the U.S. dollar, that the inflation rate in Israel may exceed the 

rate of devaluation of the New Israeli Shekel, or that the timing of such devaluation may lag behind 

inflation in Israel. In any such event, the U.S. dollar cost of Cannibble’s operations in Israel would 

increase and its U.S. dollar-denominated results of operations would be adversely affected. If the 

value of the Canadian dollar depreciates against the U.S. dollar or the New Israeli Shekel, the value 

of funds raised in Canada will be reduced. Cannibble cannot predict any future trends in the rate of 

inflation in Israel or the rate of devaluation (if any) of the New Israeli Shekel against the U.S. dollar 

or the Canadian dollar or the relative value of the U.S. and Canadian dollars. If the U.S. dollar cost 

of Cannibble’s operations in Israel increases, the dollar-measured results of operations will be 

adversely affected. Cannibble may, in the future, establish a program to hedge a portion of its foreign 

currency exposure with the objective of minimizing the impact of adverse foreign currency 

exchange movements. However, even if the Corporation develops a hedging program, there can be 

no assurance that it will effectively mitigate currency risks. 

 

Cannibble’s headquarters, some manufacturing and other significant operations are located in 

Israel and, therefore, the Corporation’s results may be adversely affected by political, economic 

and military instability in Israel. 

 

Cannibble is headquartered in Israel and most of its operations (other than the final manufacturing 

of the Pelicann products in the United States) takes place in Israel. In addition, the Corporation’s 

key employees, officers and some of its directors are residents of Israel. The government in Israel 

faces ongoing problems including but not limited to inflation, unemployment, and inequitable 

income distribution. While Israel’s credit rating is current “AA-” (S&P Global), it has a history of 

geopolitical instability and crises including those related to terrorism. Any armed conflicts, terrorist 

activities or political instability in the region could adversely affect business conditions and could 

harm Cannibble’s results of operations and could make it more difficult for the Corporation to raise 

capital. Although there is no current major political instability in Israel, this could change in the 

future and could adversely affect our business, financial condition and results of operations. 

 

An investor may have difficulty enforcing Canadian law against an Israeli corporation like 

Cannibble. 

 

Cannibble is incorporated in Israel. Most of its directors and all of its executive officers reside 

outside of Canada, and most of its assets and most of the assets of these persons are located outside 

of Canada. Therefore, a judgment obtained against the Corporation, or any of these persons, 

including a judgment based on the civil liability provisions of Canadian securities laws, may not 

be collectible in Canada and may not be enforced by an Israeli court. It also may be difficult for an 

investor to effect service of process on these persons in Canada or to assert Canadian securities law 

claims in original actions instituted in Israel. Additionally, it may be difficult for an investor, or any 

other person or entity, to initiate an action with respect to Canadian securities laws in Israel. Israeli 

courts may refuse to hear a claim based on an alleged violation of Canadian securities laws reasoning 

that Israel is not the most appropriate forum in which to bring such a claim. In addition, even if an 
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Israeli court agrees to hear a claim, it may determine that Israeli law and not Canadian law is 

applicable to the claim. If Canadian law is found to be applicable, the content of applicable Canadian 

law must be proven as a fact by expert witnesses, which can be a time consuming and costly process. 

Certain matters of procedure will also be governed by Israeli law. There is little binding case law in 

Israel that addresses the matters described above. As a result of the difficulty associated with 

enforcing a judgment against Cannibble in Israel, an investor may not be able to collect any damages 

awarded by either a Canadian or foreign court. 

 

Cannibble conducts a significant part of its operations in Hebrew and English translations of 

documents may not be available. 
 

As a result of Cannibble being based in Israel, its books and records, including key documents such 

as material contracts and financial documentation are principally negotiated and entered into and 

recorded in the Hebrew language and English translations may not exist or be readily available. 

 

Regulatory Risks 

 

Complying with Changing Cannabis Laws 

 

Cannabis laws and regulations are dynamic and subject to evolving interpretations which could 

require Cannibble to incur substantial costs associated with compliance or alter certain aspects of 

its business plan. It is also possible that regulations may be enacted in the future that will be directly 

applicable to certain aspects of Cannibble’s business. Cannibble cannot predict the nature of any 

future laws, regulations, interpretations or applications, nor can it determine what effect additional 

governmental regulations or administrative policies and procedures, when and if promulgated, could 

have on its business. 

 

Management expects that the legislative and regulatory environment in the cannabis industry in the 

United States and internationally will continue to be dynamic and will require innovative solutions 

to try to comply with this changing legal landscape in this nascent industry for the foreseeable future. 

Compliance with any such legislation may have a material adverse effect on its business, financial 

condition and results of operations. 

 

U.S. Regulatory Risks 

 

Cannibble operates in a new industry that is highly regulated, highly competitive, and evolving 

rapidly. Therefore, new risks may emerge, and management may not be able to predict all such risks 

or be able to predict how such risks may result in actual results differing from the results contained 

in any forward looking statements. Cannibble incur ongoing costs and obligations related to 

regulatory compliance. Failure to comply with regulations may result in additional costs for 

corrective measures, penalties or in restrictions of operations. In addition, changes in regulations, 

more vigorous enforcement thereof or other unanticipated events could require extensive changes 

to 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 Cannibble 

and, therefore, on its prospective returns. Further, Cannibble may be subject to a variety of claims 

and lawsuits. Adverse outcomes in some or all of these claims may result in significant monetary 

damages or injunctive relief that could adversely affect the Corporation’s ability to conduct its 

business. 
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Enforcement of relevant laws 

 

Cannabis, other than hemp, is a Schedule I controlled substance under the CSA. In December 2018, 

the U.S. government changed hemp’s legal status. The 2018 Farm Bill, removed hemp and extracts 

of hemp, including CBD, from the CSA schedules. Accordingly, the production, sale and possession 

of hemp or extracts of hemp, including certain CBD products, no longer violate the CSA. U.S. states 

have implemented a patchwork of different laws on hemp and its extracts, including CBD. 

Additionally, the FDA claims that the FDCA significantly limits the legality of hemp-derived CBD 

products. 

 

Even in U.S. states or territories that have legalized cannabis to some extent, the cultivation, 

possession, and sale of cannabis all violate the CSA and are punishable by imprisonment, substantial 

fines and forfeiture. Moreover, individuals and entities may violate federal law if they aid and abet 

another in violating the CSA, or conspire with another to violate the law, and violating the CSA is a 

predicate for certain other crimes, including money laundering laws and the Racketeer Influenced 

and Corrupt Organizations Act. The U.S. Supreme Court has ruled that the federal government 

has the authority to regulate and criminalize the sale, possession and use of cannabis, even for 

individual medical purposes, regardless of whether it is legal under state law. For over five years, 

however, the U.S. government has not prioritized the enforcement of those laws against cannabis 

companies complying with state law and their vendors. No reversal of that policy of prosecutorial 

discretion is expected under a Biden administration given his campaign’s position on cannabis, 

discussed further below, although prosecutions against state-legal entities cannot be ruled out. 

 

Entry into the U.S. 

 

Because cannabis remains illegal under U.S. federal law, those employed at or investing in legal 

and licensed 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 the U.S. Customs and Border Protection officers on duty, and these officers have wide latitude to 

ask questions to determine the admissibility of a foreign national. The government of Canada has 

started warning travelers on its website that previous use of cannabis, or any 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 U.S. could also be reason enough for U.S. border guards 

to deny entry. 

 

Adverse reaction by the FDA 

 

The FDA has broad authority over the regulation of Cannibble’s products. The FDA could, among 

other things, force Cannibble to remove its products from the United States market, levy fines or 

change their regulations on advertising. Any adverse action by the FDA could have a material 

adverse impact on the Corporation’s business. 

 

Regulatory approval and permits 

 

Cannibble may be required to obtain and maintain certain permits, licenses and approvals in the 

jurisdictions where its products are licensed. There can be no assurance that Cannibble will be able 
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to obtain or maintain any necessary licenses, permits or approvals. Moreover, Cannibble and/or 

third-party suppliers of hemp extract or hemp-infused products could be required to obtain a CSA 

permit, which would likely not be a feasible option for retail products. Any material delay or 

inability to receive these items is likely to delay and/or inhibit Cannibble’s ability to conduct its 

business, and would have an adverse effect on its business, financial condition and results of 

operations. 

 

Additional labeling or warning requirements on Cannibble’s products 

 

Various jurisdictions may seek to adopt significant additional product labeling or warning 

requirements or limitations on the availability of the Corporation’s products relating to the content 

or perceived adverse health consequences of those products. Federal laws may pre-empt some or all 

of these attempts by state or localities to impose additional labeling or warning requirements. If these 

types of requirements become applicable to our products under current or future environmental or 

health laws or regulations, they may inhibit sales of the Corporation’s products. Moreover, if 

Cannibble fails to meet compliance deadlines for any such new requirements, its products may 

be deemed misbranded or mislabeled and could be subject to enforcement action, or Cannibble could 

be exposed to private lawsuits alleging misleading labels or product promotion. 

 

International regulatory risks 

 

The Corporation intends to expand internationally. As a result, Cannibble will become further 

subject to the laws and regulations of (as well as international treaties among) the foreign 

jurisdictions in which it operates or imports or exports products or materials. In addition, the 

Corporation may avail itself of proposed legislative changes in certain jurisdictions to expand its 

product portfolio, which expansion may include business and regulatory compliance risks as yet 

undetermined. Cannibble’s failure to comply with the current or evolving regulatory framework in 

any jurisdiction could have a material adverse effect on its business, financial condition and results 

of operations. If Cannibble’s sales or operations were found to be in violation of applicable 

international regulations, Cannibble could be subject to enforcement actions in such jurisdictions 

including, but not limited to civil and criminal penalties, damages, fines, the curtailment or 

restructuring of its operations or asset seizures and the denial of regulatory applications. 

 

Banking risk 

 

It is possible that banks may refuse to open bank accounts for the deposit of funds from our business, 

as the Corporation’s products are involved with the cannabis industry. The inability to open bank 

accounts with certain institutions could materially and adversely affect the Corporation’s business. 

 

Potential changes in laws and regulations 

 

Changes to laws and regulations could have a significant impact on Cannibble’s ability to market 

and sell the Cannibble products. If legislation changes, such action could have a materially adverse 

effect on: (a) our ability to obtain lawfully sourced raw materials; and (b) the manufacturing, 

marketing, distribution and sale of its products in one or multiple jurisdictions, up to and including 

a complete interruption of its business. The Corporation cannot predict the nature of any future 

regulations, interpretations or applications, nor can it determine what effect additional governmental 

regulations or administrative policies and procedures, when and if promulgated, could have on its 

business. 
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Other Risks 

 

Public health crises, epidemics, and pandemics 

   

 The ongoing impact of COVID-19 may have a negative effect on our business, financial condition, 
and results of operations.  Since December 31, 2019, governments worldwide have been enacting 
emergency measures to combat the spread of COVID-19. These measures, which include the 
implementation of travel bans, self-imposed quarantine periods and physical distancing, have caused 
material disruption to business globally resulting in an economic slowdown. Global equity markets 
have experienced significant volatility and weakness and restrictions have closed down dispensaries 
in North America and other points-of-sales such as kiosks, convenience shops, and others.  

 

The development and operation of our business plan is dependent on labor inputs and governmental 
approvals, which could be adversely disrupted by the ongoing impact of COVID-19 and it is difficult 
to predict how this virus may affect our business in the future, including the effect it may have on 
demand for our products. Currently, we have: 

• Reduced expenses on flights and overseas stays which resulted in reduced monthly 
expenditures;  

• Shifted our focus from retail sales to e -commerce;  

• Invested in digital marketing and online campaigns to promote the Company’s business; and 

• Utilized the time to develop new products that will be launched when the markets re-open.    

 

While the roll out of several vaccines has begun in the United States, Canada, the United Kingdom 
and Israel, and a number of other promising vaccines are in development, it remains possible the 
COVID-19 virus could have a material adverse effect on our business, financial condition and results 
of operations.   

 

Inability to protect intellectual property 

 

Cannibble’s success will be heavily dependent upon its intellectual property. Cannibble relies upon 

trademarks, trade secrets, unpatented proprietary know-how, and continuing technology innovation 

to protect the products and processes that it considers important to the development of its business. 

Cannibble relies on various methods to protect its proprietary rights, including confidentiality 

agreements with its consultants, service providers and management that contain terms and 

conditions prohibiting unauthorized use and disclosure of the Corporation’s confidential 

information. However, despite the Corporation’s efforts to protect its intellectual property rights, 

unauthorized parties may attempt to copy or replicate Cannibble’s products. There can be no 

assurances that the steps taken by Cannibble to protect its products will be adequate to prevent 

misappropriation or independent third-party development of Cannibble products. It is possible that 

other companies can duplicate a production process similar to ours. To the extent that any of the 

above could occur, the Corporation’s revenue could be negatively affected, and in the future, the 

Corporation may have to litigate to enforce its intellectual property rights, which could result in 

substantial costs and divert management’s attention and the Corporation’s resources. 

 

Conflicts of interest 

 

Some of the Corporation’s directors and officers will not be devoting all of their time to the affairs 

of Cannibble. Some of Cannibble’s directors and officers are or may become directors and officers 

of other companies, some of which may be in the same business as Cannibble. Cannibble’s directors 

and officers are required by law to act in the best interests of Cannibble. They have the same 

obligations to the other companies in respect of which they act as directors and officers. Discharge 
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by the directors and officers of their obligations to Cannibble may result in a breach of their 

obligations to the other companies, and in certain circumstances this could expose Cannibble to 

liability to those companies. Similarly, discharge by the Corporation’s directors and officers of their 

obligations to the other companies could result in a breach of their obligations to act in the best 

interests of Cannibble. Such conflicting legal obligations may expose Cannibble to liability to others 

and impair our ability to achieve its business objectives. 
 




