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This Management’s Discussion and Analysis (“MD&A”) of Trees Corporation (“Trees” or the “Company”) for the three and six 
months ended June 30, 2021 and 2020 (the “Quarter” and “Year to Date”, respectively) is dated November 12, 2021. This MD&A 
should be read in conjunction with the unaudited condensed consolidated interim financial statements of the Company for the 
three and six months ended June 30, 2021 and 2020 (hereafter the “Financial Statements”). The Financial Statements have been 
prepared in accordance with the International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”). 

In this document, the terms “we”, “us” and “our” refer to Trees.  

Trees is a privately owned retail cannabis focused corporation. The registered address of the Company is 1600, 520 – 3rd Ave 
SW, Calgary AB, T2P 0R3. See ‘Corporate Overview’ below. 

This MD&A contains disclosure of material changes related to the Company occurring up to and including November 12, 2021. 

FORWARD-LOOKING STATEMENTS 

Certain statements contained within this MD&A and documents incorporated by reference constitute forward-looking 
statements. These statements relate to future events or the Company’s future performance. All statements other than 
statements of historical fact may be forward-looking statements. Forward-looking statements are often, but not always, 
identified by the use of words such as "seek", "anticipate", "budget", "plan", "continue", "estimate", "expect", "forecast", "may", 
"will", "project", "predict", "potential", "targeting", "intend", "could", "might", "should", "believe" and similar expressions. These 
statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ 
materially from those anticipated in such forward-looking statements. 

In particular, this MD&A contains forward-looking statements pertaining, without limitation, to the following: changes in general 
and administrative expenses; future business operations and activities and the timing thereof; the estimated future contractual 
obligations of the Company; the future liquidity and financial capacity of the Company and its ability to fund its working capital 
requirements and forecasted capital expenditures, future financings of the Company; the expectation that the Company will not 
issue dividends in the near future; the ability to grow organically and through strategic acquisitions; the opening of additional 
retail stores, including the receipt of the required regulatory approvals; the decrease in the percentage of wages; the closing of 
the transactions contemplated by the 406 Amalgamation Agreement and 101 Purchase Agreement (each as defined below); the 
closing of the Private Placement (as defined below); and the listing of the Resulting Issuer Shares on the NEO (each as defined 
below). 

Although the forward-looking statements contained in this MD&A and documents incorporated by reference are based upon 
what management currently believes to be reasonable assumptions, the Company cannot assure prospective investors that 
actual results, performance or achievements will be consistent with these forward-looking statements. In particular, the 
Company has made assumptions, regarding, among other things: the availability of financing on terms satisfactory to the 
Company; ongoing consumer demand for the products sold by the Company; reliable and adequate supply of quality products 
to meet consumer products; and a continued regulatory framework enabling the Company to continue to grow its business. 

These forward-looking statements speak only as of the date of this MD&A or as of the date specified in the documents 
incorporated by reference into this MD&A. The actual results could differ materially from those anticipated in these forward-
looking statements as a result of the risk factors set forth below and elsewhere in this MD&A: the effects of the coronavirus 
pandemic (“COVID-19”) may have on the business; counterparty credit risk; access to capital; limitations on insurance; changes 
in environmental or legislation applicable to our operations, and our ability to comply with current and future environmental 
and other laws; changes in income tax laws or changes in tax laws and incentive programs relating to the cannabis industry; and 
the other factors discussed under “Financial Instruments and Other Instruments” in this MD&A. 

Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-looking statements contained in this 
MD&A and the documents incorporated by reference herein are expressly qualified by this cautionary statement. The forward-
looking statements contained in this document speak only as of the date of this document and the Company does not assume 
any obligation to publicly update or revise them to reflect new events or circumstances, except as may be required pursuant to 
applicable securities laws. 
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CORPORATE OVERVIEW 

Description of the Business 

The Company was incorporated under the Business Corporations Act (Alberta) on February 22, 2018 as “Budbank Information 
Systems Inc.” and is headquartered in Calgary, Alberta, Canada. The Company’s registered office is located at 1600, 520 – 3rd 
Avenue SW.  

Trees is a privately-owned retail cannabis focused corporation. The Company’s primary mandate is to operate retail cannabis 
stores in Ontario and British Columbia, providing best in class products supported by a highly trained and experienced retail 
team. Trees provides a unique customer experience focused on quality of service and product offerings that drive customer 
retention and loyalty. The Company intends to grow through both organic and acquisition paths with the goal of becoming one 
of Canada’s premier cannabis retail companies. 

The Company is an independent retail cannabis operator that, as of the date of this MD&A, operates six fully licensed retail 
cannabis stores that sell cannabis products and accessories in the Province of Ontario under the brand ‘Trees Cannabis’. In 
addition to the six retail cannabis stores that the Company currently owns and operates in the Province of Ontario, the Company 
has completed the construction and build-out of two additional stores, which stores have received conditional licenses to 
operate, with final approval subject to the completion of final regulatory inspections. The Company has also identified an 
additional seven unbuilt cannabis retail store locations for which it has received conditional license approvals from the provincial 
regulator, with final licensing approvals subject to completion of store construction and final regulatory inspections. The 
Company expects that two of the stores will open before the end of 2021 with the remainder in 2022. 

The Company is also party to an asset purchase agreement to acquire up to an additional eight retail cannabis stores in the 
Province of British Columbia, five of which are fully licensed as at the date of this MD&A. There can be no assurances that the 
acquisition will be completed by such time or at all. See “Corporate Overview – Transactions – Year to Date – 101 Purchase 
Agreement” below for additional details on the pending acquisition of retail cannabis stores in British Columbia. 

Competitive Landscape 
 
The Company operates amongst many competitors, both consolidated chains and independent operators. Notable competitors 
include High Tide, Fire & Flower, Value Buds, Nova Cannabis, SpiritLeaf and Tokyo Smoke, as well as numerous smaller 
independent retailers. In the future, the Company expects to experience increased competition in the recreational cannabis 
industry as third-party stores continue to be established across Canada, offering both cannabis products and consumption 
accessories. However, the Company believes that its product knowledge and operational expertise will enable it to operate 
profitably over the long term.  

The Company is presently focused on opening and operating cannabis retail stores in the Province of Ontario and in British 
Columbia, but consistently evaluates the entrance into retail markets in additional provinces and territories as regulations 
permit. The Company anticipates being able to grow both organically as well as through strategic acquisitions in the future. 

Transactions – Year to Date 

Ontario Cannabis Holdings Corp. Amalgamation 

On January 29, 2021, the Company and Ontario Cannabis Holdings Corp. (“OCH”) entered into a merger agreement (the “OCH 
Amalgamation Agreement”) whereby the Company acquired all of the issued and outstanding securities of OCH through the 
amalgamation (the “OCH Amalgamation”) of OCH and a wholly owned subsidiary of the Company (Trees Subco) on March 1, 
2021.  Pursuant to the terms of the OCH Amalgamation Agreement, shareholders of OCH received an aggregate of 99,500,00 
Class A common shares in the capital of the Company (“Common Shares”), which represented approximately 84% of the then 
outstanding Common Shares on a non-diluted basis following the closing of the OCH Amalgamation. OCH is a wholly-owned 
subsidiary of the Company. On closing of the OCH Amalgamation, Jon Conquergood and Jeff Holmgren assumed director and 
executive roles of chief executive officer and chief financial officer, respectively, for the Company. 

101 Grid Note 

On February 10, 2021, in connection with the pending 101 Acquisition, 101 issued a secured grid promissory note (the “101 
Note”) in favour of the Company for the purpose of funding 101’s operations until the closing of the transactions contemplated 
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by the 101 Purchase Agreement (as defined below), inclusive of leasehold improvement costs relating to the operation of five 
retail cannabis stores in British Columbia, which are the subject of the 101 Purchase Agreement. The outstanding principal 
amount of the 101 Note bears interest at the rate of 8.5% per annum from the date of advance noted on the grid under the 101 
Note. The 101 Note shall mature on the date of closing of the 101 Acquisition. Pursuant to the terms of the 101 Note, any portion 
of the advances made under the 101 Note that are used specifically for the development and operations of the Purchased Retail 
Locations (as defined in the 101 Purchase Agreement) shall be automatically forgiven by the Company upon each such Purchased 
Retail Location being released from escrow in accordance with the terms of the 101 Purchase Agreement. As of the date of this 
MD&A, the Company has advanced an aggregate of $2,957,967 to 101 under the terms of the 101 Note and the total 
indebtedness, including accrued and unpaid interest, owing under the 101 Note is $3,074,443. Certain shareholders of the 
Company are non-controlling shareholders of 101.  

Convertible Debenture Offering – February 2021 

On February 16, 2021, the Company closed a private placement of 12% convertible debentures (the “February 2021 
Debentures”) for total gross proceeds of $5,840,000 (the “February 2021 Offering”). The February 2021 Debentures bear interest 
from the date of issue until the earlier of: (i) the date on which the February 2021 Debentures are converted in accordance with 
their terms; and (ii) two years from the date of issuance payable annually in cash on the last day of each year, commencing 
December 31, 2021. On the maturity date, the Company may elect, at its sole option, and subject to the approval of any stock 
exchange on which the Common Shares are then listed, to pay interest in Common Shares as opposed to cash. In such an event, 
the Common Shares will be issued at a 35% discount to the deemed price per security of the Company issued upon the 
occurrence of a liquidity event, subject to customary adjustments. 

In connection with the completion of the offering of the February 2021 Debentures, the Company issued broker warrants 
(“Broker Warrants”) to the certain agents exercisable into such number of Common Shares as is equal to $215,500 divided by 
65% of the Subscription Receipt Price (as defined in Subsequent Events below).  

101 Purchase Agreement 

On January 26, 2021, as amended on October 2, the Company and 1015712 B.C. Ltd. (d/b/a Trees Cannabis)  (“101”) entered 
into the second amended and restated asset purchase agreement (the “101 Purchase Agreement”).  Pursuant to terms of the 
101 Purchase Agreement, the Company agreed to acquire, subject to certain conditions, all or substantially all of the assets of 
101 (the “101 Assets”) relating to six unique cannabis retail stores owned and operated by 101 (collectively, the “101 Purchased 
Stores”) located in British Columbia (the “101 Acquisition”).  The 101 Purchased Stores include three retail cannabis stores 
located in Victoria, British Columbia, two stores located in Nanaimo, British Columbia and one store location in Vancouver, British 
Columbia. More specifically, the 101 Assets include, but are not limited to: (i) lease agreements relating to the premises on which 
each of the 101 Purchased Stores is located; (ii) the intellectual property relating to and used by the 101 Purchased Stores; (iii) 
all installed fixtures, leaseholder improvements, furniture and equipment located at the 101 Purchased Stores and; (iv) the 
goodwill associated with the 101 Purchased Stores. Pursuant to the terms of the 101 Purchase Agreement, the consideration for 
the 101 Assets is to be satisfied by way of the issuance of 89,000,000 Common Shares, subject to adjustment in accordance with 
the terms of the 101 Purchase Agreement, including with respect to the impact of the transactions contemplated by 406 
Amalgamation (as defined herein) on the share capital of the Company.  

As at the date of the MD&A, the transactions contemplated by the 101 Purchase Agreement have not yet been completed. 
Completion of the 101 Acquisition is subject to the receipt of all necessary approvals and consents from the Liquor and Cannabis 
Regulation Branch of British Columbia (the “LCRB”), the applicable provincial regulator of retail cannabis in British Columbia. 
Notwithstanding the current terms set out in the 101 Purchase Agreement, the terms of the 101 Acquisition may be modified in 
the future in connection to obtain the necessary LCRB approvals and consents. As at the date of the MD&A, there are no 
assurances that the 101 Acquisition will be completed as proposed or at all. 

MetroCannabis Purchase Agreement 

On May 11, 2021, OCH Ontario Consulting Corp. (“Ontario Consulting”), a wholly-owned subsidiary of the Company, acquired all 
of the issued and outstanding common shares in the capital of 11819496 Canada Inc. (operating as MetroCannabis) 
(“MetroCannabis”) for an aggregate purchase price of $5,000,000, as amended, which purchase price was satisfied by way of 
the issuance of a non-interest bearing promissory note (the “MetroCannabis Note”), as amended on October 26, 2021 (the 
“MetroCannabis Acquisition”). The acquisition of MetroCannabis added a total five licensed retail cannabis stores to the 
Company’s portfolio of retail cannabis stores, three of which are operational as of the date of the MD&A, Pursuant to the terms 
of the MetroCannabis Note, Ontario Consulting may, at any time prior to the maturity date under the MetroCannabis Note, give 
written notice to the holders of the MetroCannabis Note designating all or a portion of the then outstanding principal amount 
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of such note to be paid over to the Company in exchange for the issuance by the Company to the holders of the MetroCannabis 
Note of such number of Common Shares as is equal to the such designated amount divided by the Subscription Receipt Price (as 
defined below). As of the date of the MD&A, the total indebtedness owing under the MetroCannabis Note is $5,000,000. Jon 
Conquergood, President and CEO of the Company, was deemed a related party to MetroCannabis and therefore recused himself 
from all matters pertaining to the transaction. 

RESULTS OF OPERATIONS 

During the three and six month periods ended June 30, 2021 and 2021, the Company operated in one operating segment, 
cannabis retail sales. 

OPERATIONAL HIGHLIGHTS FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2021 

 On February 16, 2021, the Company closed the February Offering for gross proceeds of $5.84 million; 

 On March 1, 2021, the Company closed the OCH Amalgamation, adding significant growth opportunity in British Columbia 
through its pending acquisition agreement to acquire 7 storefronts in BC, 5 of which are currently operational; 

 On May 10, 2021, the Company, through Ontario Consulting, closed the MetroCannabis Acquisition, adding 5 retail 
storefronts in Ontario, 3 of which are currently operating; 

 On February 20, 2021, the Company opened 1 new storefront (Port Union) in Toronto and advanced 2 more storefronts to 
operational readiness; and 

 As at the end of the Quarter, the Company operates or has an agreement to operate 10 store fronts under the ‘Trees 
Cannabis’ brand, with 5 currently operational in Ontario and an additional 5 to be acquired in British Columbia following 
closing of the acquisition pursuant to the 101 Purchase Agreement, subject to closing and receipt of all required regulatory 
approvals. 

SELECTED FINANCIAL HIGHLIGHTS 
 

                         3 months ended June 30,                6 months ended June 30, 

 2021 2020 % change 2021 2020 % change 

 $ $  $ $  

Revenue from retail sales 812,458 31,148 2,508% 1,330,914 31,148 4,173% 

Revenue from wholesale accessory 
sales 

12,834 10,670 20% 22,232 31,921 (30%) 

Revenue from consulting 4,780 - - 7,739 - - 

Interest income - - - - 736 - 

Total revenue 830,072 41,818 1,885% 1,360,885 63,805 2,033% 

Cost of goods sold -  cannabis 556,325 19,965 2,687% 889,413 19,965 4,355% 

Cost of goods sold - Accessories  

 

5,914 15,937 (63%) 10,128 15,938 (36%) 

Total cost of goods sold 562,240 35,902 1,446% 899,542 35,902 2,406% 

Total gross profit 267,832 5,916 4,427% 461,343 27,903 1,553% 

Gross profit margin from product 
sales 

32% 14% 235% 34% 44% 76% 

Storefront operating expenses 290,289 40,785 612% 427,494 40,785 948% 
General and administrative expenses 467,758 407,111 15% 742,767 848,100 (12%) 

Net loss and comprehensive loss (2,659,800) (977,220) 172% (6,658,784) (1,789,153) 271% 

Loss per share (diluted) (0.02) (0.01)  (0.06) (0.02)  

 
Revenue and Gross Profit 
 
For the Quarter and Year to Date, revenue increased by 1,885% and 2,033% respectively and gross profit increased by 4,427% 
and 1,553% respectively. These increases were driven primarily by the increase in operational storefronts from the Company’s 
first storefront opening in June 2020 to five operational storefronts by June 30, 2021, two of which opened during the Quarter.   

For the Quarter, the Company realized a gross margin percentage of 32%, slightly lower than the 34% gross margin realized for 
the Year to Date and substantially higher than the 14% in the comparative quarter due to the shift from low volume accessories 
sales to high volume cannabis product sales. The 10% decrease in gross margin Year to Date (from 44% for the 6 months ended 
June 30, 2020) is primarily due to the same reason. 
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Storefront Operating Expenses 
 
The following table outlines the store level expenses for the Quarter and Year to Date: 

                         3 months ended June 30,                6 months ended June 30, 

 2021 2020 % change 2021 2020 % change 

 $ $  $ $  

Wages 197,662 22,249 788% 275,919 22,249 1,140% 

    % of total sales 24% 53% (55%) 20% 35% (42%) 

Other operating costs 92,627 18,536 399% 151,575 18,536 718% 

   % of total sales 11% 26% (56%) 11% 29% (62%) 

Total storefront operating expenses 290,289 40,785 612% 427,494 40,785 948% 

Storefront wages are the largest expense incurred in the operations of a storefront. Storefront wages are comprised of both 
salaried employees serving in the capacity of store management, and hourly employees serving as customer service agents.  The 
result is a hybrid of fixed and variable costs with a large proportion being variable. Upon initial launch, storefronts typically take 
numerous months to grow sales through customer awareness and returning loyalty. Additionally, higher wages are realized in 
the initial two to three months of operations due to initial launch efforts and employee training. As sales continue to grow in 
new storefronts, it is expected that the percentage of wages to sales will decline. Management anticipates wages as a percentage 
of sales should stabilize in the range of 10-13% for mature storefront operations.   

For the Quarter, wages averaged 24% of sales, a substantial decline from the prior year average of 53%, and a direct result of 
the increase in storefronts from one store in 2020 to five stores in 2021 (with three new storefronts being opened during the 
Quarter). The new storefront openings resulted in a higher average wage expense percentage than would otherwise be expected 
for mature storefronts.  For the Year to Date, wages averaged 20% of sales, a decline from the prior year average of 35% for the 
same reasons as listed above for the Quarter. 

Other operating costs consist of: software fees to operate in-store technologies (such as point of sales terminals, in-store 
dynamic menu boards and advertising portals), information technology security and support, and other store supplies.  Other 
operating costs are largely fixed costs. As a result, there was a substantial decline in other operating costs as a percentage of 
sales during the Quarter and Year to Date compared to the same periods in the prior period. 

Corporate Operating Expenses 
 
The following table outlines the corporate expenses for the Quarter and Year to Date: 

                         3 months ended June 30,                6 months ended June 30, 

 2021 2020 % change 2021 2020 % change 

 $ $  $ $  

Lease expense 140,030 410,281 (66%) 204,476 698,501 (71%) 

Amortization and depreciation 499,127 98,505 407% 653,475 192,534 239% 

General & administrative 
expenses 

467,758 407,111 68% 742,767 848,100 (12%) 

Total Corporate expenses 1,106,915 915,897 45% 1,600,718 1,739,135 (8%) 

       

Finance costs  355,280 26,454 1,243% 451,189 37,136 1,115% 

Transaction costs - - - 3,096,556 - - 

Loss on valuation of convertible 
debt  

987,000 - - 987,000 - - 

Share based compensation  188,148 - - 550,864 - - 

Capital asset loss on sale - - - 6,306 - - 

Total Other Expenses 1,530,428 26,454 5,685% 5,091915 37,136 13,612% 

Lease expense relates to lease payments on short term leases with a term less than one year that are not otherwise accounted 
for in accordance with IFRS 16.  It is common for the Company to enter into short term leases on storefront locations prior to 
entering into a long term lease agreement. This short term period is typically used to confirm suitability for license with the 
applicable regulatory authority prior to making a long term commitment. The majority of the Company’s storefront location 
inventory was held under short term lease arrangements until mid-2020. At such time, the Company began converting these 
locations into long term leases in order to proceed with store construction and opening, and in other cases terminating short 
term leases due to evolving strategic rationale. As a result, the lease expense declined by 66% and 71% for the Quarter and Year 
to Date, respectively. 
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Amortization and deprecation is comprised of deprecation on property and equipment, amortization of intangible assets and 
depreciation of the right-to-use asset in accordance with IFRS 16. Depreciation on property and equipment for the Quarter and 
Year to Date was $157,161 and $100,475, respectively, compared to nil depreciation in the comparative periods. The change is 
a result of the Company’s initial storefront assets transitioning into operations in July 2020, thus triggering depreciation on the 
capital assets associated with each store. During the Quarter, and in connection with the MetroCannabis Acquisition, the 
Company allocated $6,960,699 to intangible license value, the entirety of which will be amortized over the remaining life of the 
underlying leases. This resulted in the addition of $253,901 of intangible asset amortization for the Quarter and Year to Date.  
Depreciation of the right-to-use asset increased in the Quarter and Year to Date periods as a direct result of the substantial 
increase in the right-to-use asset due to conversion of short-term leases into long term leases during these periods. 

General and administrative expenses for the Quarter of $467,758 and Year to Date of $742,767, was 15% higher for the Quarter 
and 12% lower Year to Date compared to the prior year.  For the Quarter, increased general and administrative expenses  was 
largely due to legal fees on corporate development initiatives including preliminary drafting of the Company’s filing in connection 
with a public listing on a Canadian exchange. The 12% reduction in costs Year to Date compared to the prior year was a result of 
general cost reduction initiatives across the majority of cost categories.   

Finance costs include loan interest and accretion on the Company’s lease liability in accordance with IFRS 16.  The increase of 
1,243% and 1,115% in the Quarter and Year to Date, respectively, compared to the comparative periods, is due to the increase 
in the Company’s lease liability in connection with the Company’s long term leases. 

Transaction costs in connection with the OCH Amalgamation on March 1, 2021 totalled $3,096,556 being the value of the 
consideration paid plus the fair value of the net identifiable liabilities assumed. 

Net Loss and Comprehensive Loss 
 
The Company realized a loss for the Quarter of $2,659,800 (2020: $977,220), a 172% increase over the comparative quarter. For 
the Year to Date, the Company realized a loss of $6,658,784 ($1,789,153), a 272% increase over the comparative period. The 
Company incurred numerous non-routine, non-cash charges during the Quarter and Year to Date periods including:  

1. A non-cash charge to transaction costs in connection with the purchase price allocation in connection with the OCH 
Amalgamation for the value of the consideration paid plus the fair value of the net identifiable liabilities assumed; 

2. A non-cash loss of $987,000 in both periods due to a revaluation of the Company’s convertible debt in connection with 
the January 2020 Debentures (as defined below) and the February 2021 Debentures, which are subject to fair value 
adjustments at each period end; 

3. An increase in share based compensation expense of $188,148 and $550,864 the Quarter and Year to Date, respectively, 
due to: 

a. An increase of $250,864 in both the Quarter and Year to Date in connection with the issuance of performance 
warrants (“Performance Warrants”) to executives; and 

b. An increase of $188,148 and $300,000 for the Quarter and Year to Date, respectively, in connection with the 
issuance of Broker Warrants pursuant to the February 2021 Offering; and 

4. An increase of $253,901 in intangible asset amortization for both the Quarter and Year to Date due to the amortization 
on the intangible license value in connection with the MetroCannabis Acquisition. 

 
STATEMENT OF FINANCIAL POSITION 
 
The following table outlines the Company’s assets, liabilities, and equity position, and the percentage change, as at June 30, 2021 
and December 31, 2020: 

 
(Cdn$) 

 

               June 30, 2021 

 

               December 31, 2020 

 

Change 

Assets     $    $ % 

  Cash 542,096 202,307 168% 

  Trade and other receivables 57,790 6,362 808% 

  GST/HST net receivable 161,373 49,734 224% 

  Inventory  158,099 57,107 177% 

  Property & equipment  2,928,862 1,061,086 176% 

  Long term deposits on construction 885,118 - - 

  Prepaid lease deposits and rents 255,374 123,279 107% 
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  Notes receivable  3,572,105 300,000 1,091% 

  Right-of-use assets, net 6,890,396 3,822,433 80% 

  Intangible assets  6,720,607 20,712 32,248% 

Total assets 22,171,820 5,643,020 293% 

Liabilities    

  Accounts payable and accrued liabilities 1,143,592 1,557,118 (27%) 

  Current portion of lease liability 877,734 483,633 81% 

  Long-term debt  7,556,074 60,996 12,288% 

  Lease liability  6,152,064 3,376,990 82% 

  Long-term debt  2,066,000 2,036,474 1% 

  Convertible debt 8,549,000 - - 

  Deferred tax liability 1,844,585 - - 

  Shareholder loans 1,329,960 920,000 45% 

Total liabilities 29,519,009 8,435,210 250% 

Equity (7,346,189) (2,792,191) 163% 

 

Assets 

Total Cash as at the end of the Quarter was $542,096, 168% higher than $202,307 at December 31, 2020 due largely to the 
proceeds from the February 2021 Offering.  

Property and equipment increased by 176% compared to December 31, 2020 due to $660,056 of costs incurred to construct two 
of the Company’s storefront locations during the Year to Date. As well, there was a recognition of $1,364,882 in property and 
equipment in connection with the MetroCannabis Acquisition. The Company also recognized $885,118 in long term deposits on 
construction in connection with the MetroCannabis Acquisition. 

Notes receivable totalling $3,272,105 relate to the following: 

1) a loan of $2,486,796 to 101 to fund operating and capital costs in connection with the 101 Acquisition for the 101 Assets; 
and 

2) a loan of $769,609 to Integrated Processing Inc., an arms-length licensed cannabis processing company, for the purposes 
of exploiting potential white label product offerings to the Company’s consumers.  These loans accrue interest at a rate 
of 1.0% per annum. 

The following is a summary of the amortization and impairment of the Company’s intellectual property assets: 

 
   Business License Intellectual 

Property 
Total 

Balance at December 31, 2019   1,035,760 53,150 1,088,910 

Amortization   (295,931) (13,808) (309,739) 
Impairment   (739,829) (18,630) (758,459) 

Balance at December 31, 2020   - 20,712 20,712 

Additions   6,960,699 - 6,960,700 
Amortization   (253,901) (6,904) (260,805) 

Balance at June 30, 2021   6,706,789 13,808 6,720,607 

During the Period, an amortization charge of $6,904 was recorded on the Company’s intangible website and social development 
asset. 

Liabilities 

Long Term Debt 

The below chart provides an over of the Company’s long-term debt as at June 30, 2021: 

Long Term Debt 

  June 30, 2021 December 31, 2020 

Balance, beginning of period    2,097,470 1,100,000 

Additions    7,560,000 1,010,000 

Repayments    (35,396) (12,530) 

Balance, end of period    9,622,074 2,097,470 
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Current portion of long term debt    7,556,074 60,996 

Non-current portion of long term debt    2,066,000 2,036,474 

 

The debt is comprised as follows: 

MetroCannabis Acquisition: On May 11, 2021, the Company issued the MetroCannabis Note in connection with the 
MetroCannabis Acquisition. See “Corporate Overview – Transactions – Year to Date – MetroCannabis Purchase Agreement” 
above for additional details on the MetroCannabis Note. On October 26, 2021, the Company renegotiated the terms of the 
MetroCannabis Acquisition and issued a replacement to the original MetroCannabis Note, with the key changes being:  

1) a greater than 33% reduction of the purchase price to $5.0 million (without interest) from $7.5 million (plus interest); 

2) elimination of the requirement to repay a portion of the note in cash, and instead 100% of the note to be repaid in 
Common Shares upon successful exchange listing 

Licensed Producer:  The Company has received debt funding from a Canadian licensed cannabis producer for the purposes of 
constructing and opening stores in the province of Ontario. Each tranche of debt funding has a term of three years, is callable on 
the first anniversary of its issuance, and accrues interest at a rate of 8.5% per annum. As at June 30, 2021 the balance outstanding 
was $900,000. 

Mountain Herb Collective Acquisition:  In 2019, the Company acquired Mountain Herb Collective and issued a promissory note 
in the amount of $1.1 million. The Company is obligated to repay this amount beginning with a payment of $50,000 upon 
licensing of the store located in Squamish, British Columbia, and monthly payments calculated to be the greater of: a) 85% of 
the cash earnings from operations of the store, or b) $3,000 per month beginning on January 1, 2021, in either case until such 
time as the debt is fully repaid. As at June 30, 2021 the balance outstanding was $1,082,000 of which $36,000 is due within the 
next twelve months. 

Government Relief:  During 2020, the Company received government assistance COVID-19 loans to provide working capital 
support through the COVID-19 crisis.  The loan is an extendible revolving facility, with any outstanding balance convertible to a 
reducing term facility on December 31, 2020.  If the Company repays the loan in full on or before December 31, 2022, it shall be 
entitled to a credit in the amount of 25% of the converted loan balance.  If the loan is not repaid in full on or before December 
31, 2022, the Company may extend the term from January 1, 2023 to December 31, 2025.  Interest accrues only during the 
extended term at a rate of 5.0 percent per annum.  As at June 30, 2021 the balance outstanding was $60,000. 

Long Term Note: On April 23, 2020, the Company entered into a long-term note agreement for $50,000, due on June 30, 2022 
and payable in monthly installments beginning July 2020. The monthly installments to be paid will be equal to the greater of a) 
10% of monthly cash earnings of the store located at 395 Ontario Street, St.Catharines, or b) $2,083. As at June 30, 2021 the 
balance outstanding was $20,073 and is due within the next twelve months. 

Convertible Debt 

On January 3, 2020, the Company issued unsecured convertible debentures (the “January 2020 Debentures”) for gross proceeds 
of $1.0 million (the “January 2020 Offering”). The principal amount and accrued but unpaid interest of each January 2020 
Debenture is convertible into Common Shares at the lower of: (a) $0.60; and (b) if the January 2020 Debentures are automatically 
converted into Common Shares upon the occurrence of a liquidity event, at price per share equal to a 50% discount to the 
deemed price per security of the listed issuer in connection with the liquidity event (which includes the 406 Amalgamation, as 
defined herein). 

The January 2020 Debentures have been classified as a derivative liability as it can be settled through the issuance of a variable 
number of shares, cash or a combination thereof, based on the trading price at the time of settlement.  The gross proceeds on 
issuance were initially recorded at the face value of $1,000,000, representing the fair value at that time. As at June 30, 2021, the 
Company determined the fair value of the convertible debt to be $1,626,000 resulting in the recognition of a gain on convertible 
debt of $96,000 for the three and six month periods ended June 30, 2021. 

On February 16, 2021, the Company issued the February 2021 Debentures pursuant to the closing of the February 2021 Offering. 
The February 2021 Debentures have been classified as a derivative liability as it can be settled through the issuance of a variable 
number of shares, cash or a combination thereof, based on the trading price at the time of settlement. The gross proceeds on 
issuance were initially recorded at the face value of $5,840,000, representing the fair value at that time.  On June 30, 2021, the 
Company determined the fair value of the convertible debt to be $6,923,000 resulting in recognition of a loss on revaluation of 
the convertible debt for the three and six month periods ended June 30, 2021 of $1,083,000. See “Corporate Overview – 
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Transactions – Year to Date – Convertible Debenture Offering – February 2021” above for additional details on the February 
2021 Offering. 

Shareholder Loans 

During the year ended December 31, 2020, certain shareholders of the Company provided financing arrangements to the 
Company totaling $534,960 (2019- $10,996).  The Company received the loan in 2020 from a shareholder to fund operating and 
capital expenditures during the development phase of the business.  There have been no repayments of the shareholder loans 
to date. The shareholder loans accrue interest at 8.0% per annum. 

Debentures 

See “Statement of Financial Position – Liabilities – Convertible debt” and “Corporate Overview – Transactions – Year to Date – 
Convertible Debenture Offering – February 2021” above for a description of outstanding indebtedness under the Company’s 
convertible debentures as at June 30, 2021. 

 

LIQUIDITY AND CAPITAL RESOURCES 

On February 16, 2021, the Company closed the February 2021 Offering. The proceeds from the February 2021 Offering have 
been allocated for general corporate purposes, acquisitions and costs incurred to secure retail sites and leasehold improvements 
and equipment.  

As at June 30, 2021, the Company had a cash balance of $542,096 (December 31, 2020: $202,307) and net working capital of 
$9,998,002 (December 31, 2020: $2,706237 deficit).    

Cash used in operating activities during the Quarter and Year to Date was $1,039,297 and $119,182 respectively, as compared 
to an inflow of $15,052 and an outflow of $932,425 for the same periods, respectively, in the prior year. The cash outflows from 
operating activities mainly related to net losses of $2,659,800 and $6,752,784 for the three and six month periods ended June 
30, 2021 compared to $977,220 and $1,789,153 for the same periods, respectively, in the prior year. 

Cash used in financing activities during the Quarter and Year to Date, was $669,057 and $321,637 respectively compared to 
$653,435 and $1,573,207 for the same periods, respectively, in the prior year.  Financing outflows in the current periods is 
primarily due to an increase in lease liability payments on the Company’s long term leases compared to the prior year. 

Cash used in investing activities during the Quarter was $58,531 and for the Year to Date, the Company recognized a cash inflow 
of $780,608, compared to cash inflows of $130,236 and outflows of $588,568 for the same periods, respectively, in the prior 
year. Cash used for investing activities during the Quarter is mainly related to ongoing investment into construction of new 
storefronts of $408,813 net of a positive change in non-cash working capital for construction payables extending over the 
reporting period.  For the Year to Date, the Company’s cash inflows is a result of $1,994,555 of cash acquired as a result of the 
OCH Amalgamation net of ongoing construction of new stores totalling $666,362. 

Additional funds will be required for the further development of the Company’s retail cannabis buildout strategy and to meet its 
obligations as outlined in this MD&A. The Company’s future financing efforts may be affected by the volatility in market 
conditions and the current COVID-19 pandemic. The ability to expand the Company’s operations will be reliant on, but not limited 
to, securing the necessary retail real estate locations, securing the necessary capital to build out its target retail spaces, and the 
ability to generate positive operating cash flow to meet its growth objectives and general working capital requirements.  

The Company will continue to have to rely on equity and/or debt financings until such time as it has achieved profitability to 
meet its development objectives over the next six to twelve months as well as meet its working capital requirements. The 
Company, upon approval from the board of directors of the Company (the “Board”), intends to balance its overall capital 
structure through new share issues or by undertaking other activities as deemed appropriate under the specific circumstances. 
To maintain its capital structure the Company may, from time to time, issue equity or debt, repay debt or sell assets. 

No dividends have been paid or declared by the Company on the Common Shares since inception and the Company does not 
anticipate declaring any dividends in the near future. 
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS 

As at June 30, 2021, the Company’s financial liabilities have contractual maturities as summarized below: 

($ thousands) Total 2021 2022 2023 2024 2025 

Retail leases 6,074 431 878 900 918 862 

Total 6,074 431 878 900 918 862 

 

CAPITAL MANAGEMENT 

The Company’s objectives when managing capital resources are to: 

1. Explore profitable growth opportunities; 
2. Deploy capital to provide an appropriate return on investment for shareholders; 
3. Maintain financial flexibility to preserve the ability to meet financial obligations; and 
4. Maintain a capital structure that provides financial flexibility to execute on strategic opportunities. 

The Company manages its capital to ensure that it will be able to continue as a going concern, while also maximizing the 
Company’s business and value creation opportunities for the benefit of its shareholders. The Company’s strategy is formulated 
to maintain a flexible capital structure consistent with the objectives stated above as well to respond to changes in economic 
conditions and to the risks inherent in its underlying assets.  

The Board does not establish quantitative return on capital criteria for management, but rather promotes year-over-year 
sustainable profitable growth. The Company is not subject to any externally imposed capital requirements. The Company’s 
capital structure consists of equity and working capital. To maintain or alter the capital structure, the Company may adjust capital 
spending, take on new debt and issue share capital. The Company anticipates that it will have adequate liquidity to fund future 
working capital, commitments, and forecasted capital expenditures through a combination of cash flow, cash-on-hand and 
financings as required. 

OFF BALANCE SHEET ARRANGEMENTS 

As at June 30, 2021, 2020, and the date of this MD&A, the Company does not have any off-balance sheet arrangements. 

TRANSACTIONS BETWEEN RELATED PARTIES 

Related parties to the Company are considered to be key management personnel including persons having the authority and 
responsibility for planning, directing, and controlling the activities of the Company as a whole, either directly or indirectly. The 
Company has determined that key management personnel include the Company’s executive officers and directors. Key 
management personnel are those persons having authority and responsibility for planning, directing and controlling the activities 
of the Company, directly or indirectly. The key management personnel of the Company are Jon Conquergood (CEO), Jeff 
Holmgren (CFO) and the non executive Board, being Fraser Clarke and Scott Cunningham and board observer Matthew Hill.  

As at June 30, 2021, the Company had the following transactions with related parties, except those pertaining to transactions 
with key management personnel in the ordinary course of their employment and/or directorship arrangements. Transactions 
with related parties were conducted in the normal course of operations. 

Shareholder loans 

Certain shareholders of the Company have provided short-term bridge financing arrangements to the Company in the amount 
of $920,000 as at March 31, 2021 and June 30, 2021 and a further $409,960 in connection with the 406 Amalgamation and 
subsequent listing of the Resulting Issuer Shares on the NEO (all as defined below). These shareholder loans have no maturity 
date and accrue interest at 10.0% per annum. 

101 Grid Note 

See “Corporate Overview – Transactions – Year to Date – 101 Grid Note” below for details regarding the 101 Grid Note. Certain 
shareholders of the Company are non-controlling shareholders of 101. 

Services Agreements 

On March 16, 2018, the Company granted 5,500,000 performance shares (“PSUs”) to a director of the Company with performance based 
milestones, $nil exercise price and no expiry date. The grant of PSUs was accounted for as an equity settled share based payment in accordance 
with IFRS 2 and was recorded at the fair value of the PSUs at the time of grant. This resulted in the recognition of $275,000 in share based 
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compensation expenses in the statements of loss and comprehensive loss for the period ended December 31, 2018, with an offsetting 
recognition as contributed surplus in the statement of financial position. 

On December 10, 2019, the Company granted 150,000 PSUs to a consultant acting in the capacity of an employee with the company, with 
performance based milestones, $nil exercise price and no expiry date. The grant of PSUs was accounted for as an equity settled share based 
payment in accordance with IFRS 2 and was recorded at the fair value of the PSUs at the time of grant resulting in the recognition of $7,500 in 
share based compensation expenses in the statements of loss and comprehensive loss for the period ended December 31, 2019, with an 
offsetting recognition as contributed surplus in the statement of financial position. 

RISKS AND UNCERTAINTIES 

There are a number of risk factors that could cause future results to differ materially from those described herein. Additional 
risks and uncertainties, including those that the Company does not know about or that it currently deems immaterial, could also 
adversely affect the Company’s business and results of operations.  

Information related to the risks and uncertainties faced by the Company can be found under the headings “Risk Factors” in the 
management information circular of the Company dated November 12, 2021 (the “Circular”) prepared and sent to shareholders 
of the Company in connection with, inter alia, the proposed reverse takeover transaction between the Company and 1287406 
B.C. Ltd (“128”) which may be viewed under the SEDAR profile of 128 at www.sedar.com. 

CHANGES IN ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES 

Refer to Note 3 of the Financial Statements for a discussion of the Company’s critical accounting estimates and judgments and 
assumptions, and critical accounting estimates. 

The Company has adopted all of the new or amended accounting standards and interpretations issued by the IASB that are 
mandatory for the current reporting period. Any new or amended accounting standards or interpretations that are not yet 
mandatory have not been early adopted. 

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

Financial Risk Management Objectives and Policies  
The Company manages its exposure to a number of different financial risks arising from its operations as well as its use of financial 
instruments including market risk, credit risk and liquidity risk through its risk management strategy. The objective of the strategy 
is to support the delivery of the Company's financial targets while protecting its future financial security and flexibility. Financial 
risks are primarily managed and monitored through operating and financing activities. The financial risks are evaluated regularly 
with due consideration to changes in the key economic indicators and up-to-date market information.  

A summary of the Company's risk exposures as they relate to financial instruments is reflected below:  

Market Risk  

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in market 
prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk.  

1. Currency Risk: The Company does not operate outside of Canada and does not transact in foreign currency; therefore, 
the Company is not exposed to any inherent currency risk.  

2. 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. Cash bears interest at market rates. The Company’s long-term 
liabilities with fixed rates of interest do not expose the Company to interest rate risk.  

3. Price Risk: Price risk is the risk of variability in fair value due to movements in equity or market prices. The Company is 
currently not subject to price risk.  

Liquidity Risk  

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities. The 
Company manages liquidity risk by continuously monitoring forecasts and actual cash flows and taking the necessary actions to 
maintain enough liquidity for operations and for growth objectives.  

Credit Risk  

Credit risk arises from cash and cash equivalents held with banks, trade and other receivable (excluding general sales tax (“GST”) 
receivable), and loans receivable. The Company does not have a significant concentration of credit risk with any customer and 
its maximum risk exposure is equal to the carrying value of the financial assets. The objective of managing credit risk is to prevent 

http://www.sedar.com/
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loss on financial assets. The Company minimizes credit risk as cash and cash equivalents are held by reputable financial 
institutions. The Company is not aware of any material collection issues.  

Fair Value Measurement  

The Company classifies its financial instruments using a fair value hierarchy as a framework for disclosing fair value of financial 
instruments based on inputs used to value the Company’s investments. The hierarchy of inputs and description of inputs is 
described as follows:  

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.  

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly (as prices) or indirectly (derived from prices).  

Level 3 - Inputs for assets or liabilities that are not based on observable market data. 

The level in the fair value hierarchy within which the fair value measurement is categorized in its entirety is determined on the 
basis of the lowest level input that is significant to the fair value measurement in its entirety. 

For cash and cash equivalents, trade and other receivables (excluding GST receivable), notes receivable, accounts payable and 
accrued liabilities (excluding British Columbia provincial sales tax payable), and due to related parties, fair value approximates 
their carrying value at the period end due to their short-term maturities. For non-current notes receivable and long-term 
liabilities, fair value approximates their carrying value at the fiscal year end. 

OUTSTANDING SHARE DATA 

The Company is authorized to issue: (i) an unlimited number of Common Shares; (ii) an unlimited number of Class B non-voting 
shares; iii) an unlimited number of Class C non-voting shares; (iv) an unlimited number of Class D non-voting shares; (v) an 
unlimited number of Class E voting shares; (vi) an unlimited number of Class F non-voting shares; and (vii) an unlimited number 
of Class G non-voting shares. As of June 30, 2021, there were 117,792,200 Common Shares and nil other shares of the Company 
issued and outstanding.  

As of the date of this MD&A, the Company has 123,442,200 Common Shares issued and outstanding. The Company has the 
following securities issued and outstanding as at the date of this MD&A, including Common Shares that are issuable upon 
exercise or conversion of debentures or convertible or exercisable securities: 

Securities Securities / Number 

Outstanding 

Common Shares 123,442,200 

Broker Warrants (2019)(1) 60,000 

Broker Warrants (2021)(2) 16,576,923 

Options(4) 3,165,258 

PSUs(5) 12,901,567 

MetroCannabis Purchase Agreement(3) 250,000,000 

101 Purchase Agreement(7) 89,000,000 

Total (Fully diluted) 495,145,948 

 
Notes 

1) On January 3, 2020, the Company issued 60,000 Broker Warrants to certain brokers as partial compensation for their engagement in the completion 
of the January 2020 Offering. The Broker Warrants are exercisable at a price of $0.60 per warrant until December 31, 2021. 

2) On February 16, 2021, the Company issued 16,576,923 Broker Warrants to certain brokers as partial compensation for their engagement in the 
completion of the February 2021 Offering. The Broker Warrants are exercisable at $0.023 per Broker Warrant  until February 15, 2024. 

3) On May 11, 2021, the Company entered into the MetroCannabis Purchase Agreement for an aggregate purchase price of $5,000,000, as amended, 
which purchase price was satisfied by way of the issuance of a non-interest bearing promissory note . Ontario Consulting may, at any time prior to 
the maturity date under the MetroCannabis Note, give written notice to the holders of the MetroCannabis Note designating all or a portion of the 
then outstanding principal amount of such note to be paid over to the Company in exchange for the issuance by the Company to the holders of the 
MetroCannabis Note of such number of Common Shares as is equal to the such designated amount divided by the Subscription Receipt Price. Refer 
to “Corporate Overview – Transactions – Year to Date – MetroCannabis Purchase Agreement”  for additional information. 
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4) The Company has issued 3,165,258 incentive stock options to service providers of the Company to purchase 3,165,258 Common Shares at an exercise 
price of $0.17 until July 31, 2030. 

5) The Company has issued 12,901,567 PSUs to certain executive officers of the Company to purchase 12,901,567 Common Shares at an exercise price 
of $nil upon achievement of certain milestones by the Chief Executive Officer and Chief Financial Officer. 

6) On January 26, 2021, the Company entered into the 101 Purchase Agreement (as defined below). Upon receipt of the necessary approvals and the 
satisfaction of all other conditions precedent, the Company will acquire the 101 Locations in consideration for the issuance of 89,000,000 Common 
Shares. Refer to “Corporate Overview – Transactions – Year to Date – 101 Purchase Agreement”  for additional information. 

Debentures 

In addition to the above noted outstanding securities and agreements to issue securities of the Company, as at the date of this 
MD&A, the Company has an aggregate of $7,850,000 principal amount of convertible debentures issued and outstanding, 
including: (i) an aggregate of $1,000,000 principal amount of January 2020 Debentures; (ii) an aggregate of $5,840,000 principal 
amount of February 2021 Debentures; (iii) an aggregate of $710,000 principal amount of 4.9% per month secured convertible 
debentures of the Company issued in multiples tranches dated September 10 and October 22, 2021 (collectively, the “September 
2021 Debentures”); and (iv) an aggregate of $300,000 principal amount of non-interest bearing secured convertible debentures 
of the Company dated October 25, 2021 (the “October 2021 Debentures” and, collectively with the 2019 Debentures, the 
February 2021 Debentures and the September 2021 Debentures, the “Debentures”). Both the September 2021 Debentures and 
the October 2021 Debentures were issued subsequent to the Quarter.  

The principal amount and accrued and unpaid interested under the January 2020 Debentures are automatically convertible into 
Common Shares at a price equal to 50% of the Subscription Receipt Price (as herein after defined). The principal amount and 
accrued and unpaid interested under the February 2021 Debentures are convertible at the option of the Company into Common 
Shares at a price equal to 65% of the Subscription Receipt Price. The principal amount and accrued and unpaid interested under 
the September 2021 Debentures are convertible at the option of the holders thereof into Common Shares at a price equal to 
50% of the Subscription Receipt Price and only in the event of a Liquidity Event (as defined in the September 2021 Debentures 
and which would include the 406 Amalgamation, as defined below). The principal amount under the October 2021 Debentures 
is automatically convertible into Common Shares at a price equal to 80% of the Subscription Receipt Price and only in the event 
of a Liquidity Event (as defined in the October 2021 Debentures and which would include the 406 Amalgamation, as defined 
below). 

As at the date of this MD&A, $148,822 of interest has accrued under the January 2020 Debentures, $526,080 of interest has 
accrued under the February 2021 Debentures, $36,343 of interest has accrued under the September 2021 Debentures, and $0 
of interest has accrued under the October 2021 Debentures. Upon the closing of the transactions contemplated by the 406 
Amalgamation Agreement (as defined below), it is expected that all of the outstanding indebtedness owing under the 
Debentures would convert into an aggregate of 681,925,892 Common Shares. As at the date of this MD&A, there are no 
assurances that the 406 Amalgamation (as defined below) will be completed as proposed or at all  

See “Corporate Overview – Transactions – Year to Date” above for additional detail regarding the January 2020 Debentures and 
the February 2021 Debentures. 

See “Subsequent Events” below for additional detail regarding the September 2021 Debentures and the October 2021 
Debentures. 

MetroCannabis Acquisition: On May 11, 2021, the Company issued the MetroCannabis Note in connection with the 
MetroCannabis Acquisition. See “Corporate Overview – Transactions – Year to Date – MetroCannabis Purchase Agreement” 
above for additional details on the MetroCannabis Note. On October 26, 2021, the Company renegotiated the terms of the 
MetroCannabis Acquisition and issued a replacement to the original MetroCannabis Note, with the key changes being:  

1) a greater than 33% reduction of the purchase price to $5.0 million (without interest) from $7.5 million (plus interest); 

2) elimination of the requirement to repay a portion of the note in cash, and instead 100% of the note to be repaid in 
Common Shares upon successful exchange listing 

DISCLOSURE CONTROLS AND PROCEDURES 

The Company’s Chief Executive Officer and Chief Financial Officer are responsible for establishing and maintaining disclosure 
controls and procedures and internal controls over financial reporting for the Company. 

PROPOSED TRANSACTIONS 

See “Corporate Overview – Transactions – Year to Date – 101 Purchase Agreement” above for details regarding the proposed 
transaction with 101 pursuant to the 101 Purchase Agreement. 
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See “Subsequent Events – RTO Transaction and Contemplated NEO Listing” below for details regarding the 406 Amalgamation 
and listing of the Resulting Issuer Shares on the NEO (each as defined below). 

COVID-19 STRATEGY 

General 

On January 30, 2020, the World Health Organization (“WHO”) declared COVID-19 a "Public Health Emergency of International 
Concern" and on March 11, 2020, the WHO declared COVID-19 a pandemic. The outbreak of COVID-19 has resulted in 
governments worldwide enacting emergency measures to combat the spread of the virus. The Company’s business could be 
significantly adversely affected by the effects of the outbreak of COVID-19. The Company cannot accurately predict the impact 
of COVID-19 and the effects it will have on the Company’s ability to meet its obligations to third parties as well as third parties’ 
ability to meet their obligations with the Company, including due to uncertainties relating to the ultimate geographic spread of 
the virus, the severity of the disease, the duration of the outbreak, and the length of travel and quarantine restrictions imposed 
by governments of affected countries. In particular, the continued spread of COVID-19 globally could materially and adversely 
impact the Company’s business including without limitation, employee health, workplace productivity, and other factors that 
will depend on future developments beyond the Company’s control. In addition, a significant outbreak of contagious diseases in 
the human population could result in a widespread health crisis that could adversely affect the economies and financial markets 
of many countries resulting in an economic downturn that could negatively impact the Company’s financial position, financial 
performance, cash flows, and its ability to raise capital. It is not possible at this time to reliably estimate the length and severity 
of these developments and the impact they will have on the Company's financial position. 

Impact on the Company 

As COVID-19 has changed the retail shopping experience, the Company modified its business practices to ensure a safe 
environment for customers and employees, including a complete revamp of the customer in-store experience through the 
introduction of an online reserve and pick-up option for consumers, and the elimination of all unnecessary in-store touch points. 
The Company will continue to monitor and implement the direction given by applicable health authorities and adjust its retail 
experience accordingly to ensure the safety of its staff and customers. The Company cannot provide assurance that there will 
not be further disruptions to its operations in the future.  

ADDITIONAL INFORMATION 

Additional information relating to the Company is contained in the Circular which may be viewed under the SEDAR profile of 406 
at www.sedar.com. 

SUBSEQUENT EVENTS 

Subsequent to June 30, 2021, the Company entered into the following material transactions: 

RTO Transaction and Contemplated NEO Listing 

On August 26, 2021, the Company and 1287406 B.C. Ltd. (“406”) entered into a letter of intent to pursue a business combination 
and listing of the common shares (“Resulting Issuer Shares”) of the issuer resulting from such business combination on the Neo 
Exchange Inc. (the “NEO”). On November 10, 2021, the Company and 406 entered into an amended and restated amalgamation 
agreement (the “406 Amalgamation Agreement”) in connection with a proposed amalgamation (the “406 Amalgamation”) of 
the Company and 406.  

The 406 Amalgamation Agreement contemplates that certain conditions precedent be met prior to the closing of the 406 
Amalgamation, including, but not limited to: (a) conditional acceptance by the NEO of the listing of Resulting Issuer Shares on 
the NEO and receipt of other applicable regulatory approvals; (b) completion of the Private Placement (as defined below); (c) 
receipt of the requisite shareholder approvals by Trees and 406; (d) that Trees and 406 continue their corporate existence out 
of their respective provinces, being Alberta and British Columbia, and into the federal jurisdiction of Canada in accordance with 
the provisions of the Canada Business Corporations Act; (f) that all of the outstanding Common Shares, including any Common 
Shares issued in connection with the exchange of Subscription Receipts (as defined below) for Common Shares pursuant to the 
terms of the Subscription Receipt Agreement (as defined below), shall be consolidated at a ratio of between 2:1 and 50:1, as 
determined by, and subject to the discretion of, the Board;  (g) that 406, prior to the Effective Time (as defined below), shall 
effect a consolidation of the outstanding common shares in the capital of 406 (each, a “406 Share”) on the ratio that results in 
the post-consolidated 406 Shares outstanding immediately prior to the 406 Amalgamation (the “Effective Time”) having an 
aggregate value of $1,500,000 (the “406 Consolidation”); and (h) no adverse material change in the business, affairs, financial 
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condition or operations of Trees or 406 shall have occurred between the date of entering into the 406 Amalgamation Agreement 
and the closing of the 406 Amalgamation. If all conditions to the implementation of the 4016 Amalgamation have been satisfied 
or waived, the Company and 406 will carry out the 406 Amalgamation. As at the date of the MD&A, there are no assurances that 
the 406 Amalgamation will be completed as proposed or at all. Additional details relating to the 406 Amalgamation are included 
in the management information circular of the Company dated November 12, 2021 mailed to shareholders of the Company in 
connection with the approval of the transactions contemplated by the 406 Amalgamation Agreement, including the 406 
Amalgamation.   

In connection with the execution of the 406 Amalgamation Agreement, the Company and 406 submitted an initial listing 
application to the NEO to list the Resulting Issuer Shares on the NEO following the completion of the transactions contemplated 
by the 406 Amalgamation Agreement. Completion of the proposed 406 Amalgamation and listing of Resulting Issuer Shares on 
the NEO is subject to the satisfaction of certain conditions precedent, including, but not limited to, receipt of all necessary 
regulatory and shareholder approvals.  

Issuance of Common Shares on vesting of PSUs  

On October 8, 2021, the Company issued 5,650,000 Common Shares for achievement of certain performance milestones in accordance with 
PSUs granted on March 16, 2018 and December 10, 2019 to two consultants, one of whom is a significant shareholder and former director of 
the Company. 

Issuance of September 2021 Debentures  

On September 10, 2021, October 22, 2021 and November 5, 2021, the Company closed a private placement of September 2021 
Debentures in in three tranches for aggregate gross proceeds of $710,000. The principal amount and accrued and unpaid interest 
under the September 2021 Debentures are convertible at the option of the holders thereof into Trees Shares at a price equal to 
50% of the deemed price per Conversion Share (as defined in the September 2021 Debentures) and only in the event of a Liquidity 
Event (as defined in the September 2021 Debentures).  

Issuance of October 2021 Debentures  

On October 25, 2021, the Company closed an offering of the October 2021 Debentures through a private placement for gross 
process of $300,000. The principal amount under the October 2021 Debentures is automatically convertible into Common Shares 
at a price equal to 80% of the deemed price per Conversion Share (as defined in the October 2021 Debentures) in the event of a 
Liquidity Event (as defined in the October 2021 Debentures).  

MetroCannabis Note Amendments 

On October 26, 2021, the MetroCannabis Note was amended resulting in a reduction of the MetroCannabis Note to $5,000,000. 
See ”Outstanding Share Data – MetroCannabis Acquisition”. 

Subscription Receipt Financing 

On October 27, 2021, the Company and 406 announced the launch of a non-brokered private placement (the “Private 
Placement”) of subscription receipts of the Company (the “Subscription Receipts”) at a price of $0.02 (the “Subscription Receipt 
Price”) per Subscription Receipt for gross proceeds of a minimum of $2,000,000 and a maximum of $3,500,000.  The Subscription 
Receipts to be issued under the Private Placement will be governed by the terms of a subscription receipt agreement (the 
“Subscription Receipt Agreement”) to be entered into on the Closing Date (as defined below) between Trees and Odyssey Trust 
Company (the “Subscription Receipt Agent”). 

Pursuant to and in accordance with the Subscription Receipt Agreement, each Subscription Receipt shall be automatically 
exchanged, without payment of any additional consideration and any further action by the holder thereof, for one Common 
Share upon the satisfaction or waiver of certain escrow release conditions set out in the Subscription Receipt Agreement 
(“Escrow Release Conditions”) at or before 11:59 p.m. (Toronto time) on the date that is 120 days after the closing (the “Closing 
Date”) of the Private Placement (the “Escrow Release Deadline”). On the Closing Date, the gross proceeds of the Private 
Placement, less 50% of the Finder’s Fee (as defined below) will be delivered to and held in escrow by the Subscription Receipt 
Agent (together with all interest and other income earned thereon, the “Escrowed Funds”), pending the satisfaction or waiver 
of the Escrow Release Conditions at or prior to the Escrow Release Deadline, in accordance with the provisions of the Subscription 
Receipt Agreement. The Escrowed Funds will be released to the Company upon the satisfaction or waiver of the Escrow Release 
Conditions at or before the Escrow Release Deadline, at which time each Subscription Receipt shall automatically be exchanged 
for one Common Share. Each post-consolidation Common Share will be exchanged for one Resulting Issuer Share upon 
completion of the transactions contemplated by the 406 Amalgamation Agreement.  
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In the event that: (i) the Escrow Release Conditions are not satisfied or waived (to the extent such waiver is permitted) on or 
before the Escrow Release Deadline; (ii) prior to the Escrow Release Deadline, the Company announces to the public that it does 
not intend to or cannot satisfy any one or more of the Escrow Release Conditions; or (iii) the 406 Amalgamation Agreement is 
terminated in accordance with its terms at any earlier time, then the Company will direct the Subscription Receipt Agent to 
return to the holders of the Subscription Receipts an amount equal to the aggregate purchase price for the Subscription Receipts 
held by such holder plus a pro rata share of any interest or other income earned on the subscription proceeds (less applicable 
withholding tax, if any). To the extent that the Escrowed Funds are insufficient to refund 100% of the aggregate purchase price 
of the Subscription Receipts to the holders thereof, Trees will be liable for and will be required to contribute such amounts as 
are necessary to satisfy any shortfall.   

In connection with the Private Placement, certain persons may receive from the Company a cash fee (the “Finder’s Fee”) of up 
to 7.0% of the aggregate gross proceeds raised in the Private Placement and warrants (the “Finder’s Warrants”) to purchase up 
to such number of Common Shares as is equal to 7.0% of the aggregate number of Subscription Receipts sold pursuant to the 
Private Placement. The Finder’s Warrants shall be exercisable upon satisfaction of the Escrow Release Conditions for a period of 
two years from the date of completion of the completion of the transactions contemplated by the Amalgamation Agreement at 
an exercise price per share equal to the Subscription Receipt Price, as may be adjusted to account for any consolidation of 
Common Shares, as applicable. 

As at the date of the MD&A, the Company expects the Private Placement to close, in one or more tranches, on or about 
November 19, 2021, or on such other date or dates as management of the Company may determine; however, there can be no 
assurances that the Private Placement will be completed by such time or at all. 
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