




Independent Auditor's Report

To the Shareholders of CubicFarm Systems Corp.:

Opinion

We have audited the consolidated financial statements of CubicFarm Systems Corp. and its subsidiaries
(the "Company"), which comprise the consolidated statements of financial position as at June 30, 2019
and June 30, 2018, and the consolidated statements of loss and other comprehensive loss, changes in
equity and cash flows for the years then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Company as at June 30, 2019 and June 30, 2018, and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards.

Basis for Opinion

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

Other Information

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

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

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

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

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



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

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

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

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Company to
cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

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

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

The engagement partner on the audit resulting in this independent auditor's report is Ronald D. Miller.

Vancouver, British Columbia

November 14, 2019 Chartered Professional Accountants
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The following Management’s Discussion and Analysis (“MD&A”) of the financial condition and results of the 
operations of CubicFarm Systems Corp., (the “Company” or “CubicFarms”) constitutes management’s review of the 
factors affected the Company’s financial and operating performance as at and for the year ended June 30, 2019 
and June 30, 2018. This MD&A is prepared by management and should be read in conjunction with the Company's 
audited consolidated financial statements and notes thereto related to the year ended June 30, 2019 and June 30, 
2018. 
 
The effective date of this MD&A is on November 14, 2019. 
 
Unless otherwise specified, all financial information has been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). All dollar 
amounts herein are expressed in Canadian dollars unless stated otherwise.  
 
In this discussion, unless otherwise indicated, a reference to the business and operations of the Company includes 
the business and operations of CubicFarm Systems Corp. and its wholly owned subsidiaries: CubicFarm 
Manufacturing Corp., CubicFarm Innovation Corp., CubicFarm Services Corp., CubicFarm Produce (Canada) 
Corp., and CubicFarm Capital Corp. 
 
Additional information, including news releases, has been filed electronically through the System for Electronic 
Document Analysis and Retrieval (“SEDAR”) and is available under the Company’s profile at www.sedar.com 
  
Forward-Looking Statements 

Certain statements contained in the following MD&A constitute forward-looking statements. These statements are 
based on the beliefs of management as well as assumptions made by and information currently available to the 
Company. When used in this document, the words “plans”, “forecasts”, “budgets” “anticipate”, “believe”, “estimate”, 
“expect” and similar expressions, as they relate to the Company or management, are intended to identify forward-
looking statements. Such forward-looking statements include, but are not limited to statements related to future 
sales of machines (in particular under the heading “Forward-Looking Guidance”, statements regarding the 
Company’s ability to close sales in the current sales pipeline, continue generating revenues, scale its operations, 
available funds and use and principal purpose of available funds, and its ability to raise sufficient financing, if and 
when necessary, to continue its operations. These forward-looking statements involve a number of known and 
unknown risks, uncertainties and other factors including, but not limited to, financial, operational, environmental and 
political risks, general equity and market conditions. The outcome of these factors may cause the actual results and 
performance of the Company to be materially different from any plans or results expressed or implied by such 
forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking 
statements. The Company has attempted to identify important factors that could cause actual actions, events or 
results to differ materially from those described in forward-looking statements, however, there may be other factors 
that cause actions, events or results not to be as anticipated, estimated or intended. The Company provides no 
assurance that forward-looking statements will prove to be accurate, as actual results and future events could differ 
materially from those anticipated in such statements. Forward looking information will not be updated unless 
required by law or securities regulations. For a comprehensive list of the risks and uncertainties applicable to the 
Company, refer to Item 21 of the Company’s application for the listing of its common shares on the TSX Venture 
Exchange (“TSXV”) available at www.sedar.com. 
 
About the Company and Nature of Business 

The Company was incorporated under the Business Corporations Act of British Columbia on October 8, 2015. The 
Company is domiciled in Canada and its principal address is 9449-202 Street, Unit 117, Langley, BC, V1M 4A6.  
 
The Company listed its common shares of the Company on the TSXV as a Tier 1 in July 2019.  The Company’s 
common shares trade on the TSXV in Canada under the symbol “CUB”. 
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The Company is an agriculture technology and vertical farming company and through its wholly owned subsidiaries, 
develops, employs and sells modular growing systems with patented technology (the “System”) to provide high-
quality, predictable crop yields for farms around the world. In addition, the Company leverages its technology by 
creating joint ventures with partner farms and by operating its own facility in Pitt Meadows, British Columbia.  
CubicFarms’ System addresses the two most difficult challenges in the vertical farming industry - high electricity 
and labor costs - using unique undulating path technology. 
 
The System is a low-cost solution that enables farmers to grow high value crops, year-round, in close proximity to 
consumers, even in areas with limited access to water and arable land. The System uses less water, labour and 
land than traditional farming. The Company believes that the System grows better crops with higher yields at lower 
cost, delivering better profit margins and profits for farmers. Through this proprietary technology and its time-tested 
industry expertise, the Company helps its partner farms develop a sustainable local competitive advantage while 
providing consumers with fresh locally grown vegetables and other products. 
 
Highlights Subsequent to the Year Ended June 30, 2019 
 
On November 6, 2019, the Company announced that it has entered into a global Reseller Agreement (the 
"Agreement") with Groviv, a leader in the science and technology of controlled-environment agriculture (CEA). 
Groviv, a division of Nu Skin Enterprises - a minority investor in CubicFarms - will lead global sales for CubicFarms 
and has appointed Joe Huston, its Vice President of Business Development to direct the effort. Mr. Huston has 
extensive retail sales and distribution experience, working with brands such as Walmart, Kroger and Costco. 
 
On October 28, 2019, the Company announced that its ZenCube, its vertical-farming machine for growing hemp 
and cannabis, is fully operational at a showcase and R&D facility in Langley, Canada. 
 
On October 8, 2019, the Company announced that finalized an agreement for the sale of a large scale commercial 
CubicFarm system in Montana, USA and received the initial deposit from the customer. CubicFarms is pleased to 
announce the sale of its second commercial-scale farm in the US, in the State of Montana. The system’s plan 
includes 18 CubicFarms patented growing machines, 2 patented germination machines, along with Cubic’s 
proprietary supporting irrigation system.  At approximately $3 million USD, this represents the second-largest sale 
to date.  
 
On September 24, 2019, the Company welcomed Rodrigo Santana as its interim CFO.  Supported by the rest of 
the CubicFarms finance team, Rodrigo will continue his role as Chief Operating Officer.  Rodrigo is very experienced 
in the dual role of COO and CFO where he held both positions in his previous employment at Sacré-Davey 
Engineering. 
 
On July 11, 2019 the Company announced that the Company signed an agreement for a large scale commercial 
CubicFarm system in the Calgary, AB area and received a deposit from the customer. The agreement and deposit 
cover the Calgary region where this customer will be the exclusive CubicFarm licensee. 
 
On July 9, 2019 the Company’s common shares commenced trading on the TSX Venture Exchange as a Tier One 
issue under the symbol “CUB” 

Operational Highlights 
 
During the year ended June 30, 2019, the Company sold and installed four Systems – (i) a 14-machine System at 
Swiss Leaf Ltd. (“Swiss Leaf”), Edmonton, Alberta, (ii) a 14-machine System at Del Fresco Produce Ltd. (“Del 
Fresco”), Kingston, Ontario , (iii) a 7-machine System at Nu Skin Enterprises Inc. (“Nu Skin”), Vineyard, Utah, USA 
and (iv) a 1-machine System to Zenabis Global Inc. (“Zenabis”) located at 7170 Glover Road, Langley, British 
Columbia. 
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In addition, in September 2018, the Company deployed a 11-growing machine System at the Company’s Pitt 
Meadows site, British Columbia; this is the first operational System. It serves as a research and development facility 
and a sales demonstration System.  
 
In October 2018, the Company began delivering produce from its Pitt Meadows System to local grocery stores 
under the Company’s trademarked produce brand “Thriiv Local Garden”. 
 
In December 2018, the Company signed a System sale agreement and received a deposit from a third party for a 
12 machine System in the Greater Vancouver area, British Columbia. In January 2019, the third party provided two 
deposits for a total of $1,250,000. 
 
In January 2019, concurrent with the Nu Skin Private Placement (see section Corporate Highlights for details), the 
Company executed a binding term sheet with Nu Skin which outlines the business arrangement under which Nu 
Skin and the Company intend to market and sell CubicFarms’ Systems in China.  
 
In January 2019, the Company and Zenabis agreed to terminate their Joint Venture Agreement and replace it with 
a License Agreement. This License Agreement provides Zenabis with exclusive access to the Company’s 
technology for cannabis so long as Zenabis satisfies annual machine purchase thresholds. 
 
In May 2019, the Company started early works for the expansion of its Pitt Meadows facility with an estimated 
budget of $2,500,000. 

Corporate Highlights 

In September 2018, the Company obtained a debt facility with a total authorization of $1,605,000 and utilized 
$802,500 for general working capital. The outstanding balance of this facility was paid off as at May 8, 2019. 

On October 10, 2018, the Company entered into an agreement to convert indebtedness in the amount of $2,402,780 
into 2,908,580 Class B Preferred shares. All Class B Preferred shares were converted into common shares during 
the year ended June 30, 2019. 

In October 2018, the Company acquired 25% of the shares of Swiss Leaf, an Alberta based company, and provided 
$0.4 million by way of a shareholder loan. In January 2019, the Company increased its equity holding in Swiss Leaf 
to 50% and provided an additional shareholder loan of $0.5 million in cash to Swiss Leaf. 
 
On December 19, 2018, the Company completed a share subdivision of the Company’s issued and outstanding 
common and preferred shares based on one pre-subdivision common share to forty-six post-subdivision shares. 
All information relating to basic and diluted loss per share, issued and outstanding common and preferred shares, 
share purchase options and share purchase warrants and per share amounts in this MD&A and the Company’s 
condensed interim consolidated financial statements have been adjusted retrospectively to reflect the share 
subdivision. This share split was done to facilitate the distribution of the Company’s common shares to the former 
shareholders of Bevo Agro Inc. (“Bevo”) in connection with the reverse take-over transaction of Bevo to form 
Zenabis. 
 
On January 28, 2019, the Company completed a private placement, pursuant to an Investment Agreement with a 
strategic investor - Nu Skin - and raised $10,000,000 in gross proceeds by way of the issuance and sale of common 
shares at a price of $1.00463 per (“Nu Skin Private Placement”) share for general corporate purposes, investment 
in joint ventures and installation of the Company-owned machines. Pursuant to the Investment Agreement, Nu Skin 
has the pre-emptive right to maintain its pro rata ownership of the Company up to a maximum 12.9% ownership 
interest, which right is available to Nu Skin for so long as it owns not less than 8% of the Company’s shares. The 
Company incurred share issuance costs of approximately $658,668 for strategic advisory service in connection with 
the Nu Skin Private Placement, which were payable in common shares, and approximately $35,000 in legal fees. 
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On March 29, 2019, the Company completed a private placement and raised an aggregate of $2,753,982 in gross 
proceeds by way of the issuance and sale of common shares at a price of $1.00463 per share for general corporate 
purposes, investment in joint ventures and installation of the Company-owned machines. The Company incurred 
share issuance costs of approximately $9,295 in legal fees. 

 
On May 8, 2019, Nu Skin exercised its pre-emptive right in connection with common shares issued during the 
quarter ended March 31, 2019 and the Company issued 767,503 common shares to Nu Skin at a price of $1.00463 
per share for aggregate proceeds of $771,057. 
 
On May 13, 2019, the Company submitted a listing application to the TSXV, seeking listing of its shares under the 
symbol CUB and received a conditional approval on May 30, 2019 and successfully completed the TSXV listing on 
July 9, 2019. 

During the year ended June 30, 2019, the Company continued to strengthen its leadership team. The Company 
appointed two additional independent directors to its board of directors (the “Board of Directors”). 
 
Financial Results 
 
Year ended June 30, 2019 and 2018 
 
Revenue for the year ended June 30, 2019 was $5,356,031 of which revenue from Systems sales was $5,201,198 
and revenue from other sales was $154,833. The Company did not record any revenues from Systems sales during 
the year period ended June 30, 2018.  
 
Gross margin for the year ended June 30, 2019 was $1,279,198 (24%) and Nil for the year ended June 30, 2018. 
 
Selling expenses, which include commissions and freight, were $127,211 compared to $21,041 for the year ended 
June 30, 2018. 
  
Total operating and general administrative expenses significantly increased during the year ended June 30, 2019 
– to $4,119,200 compared to $1,073,646 for the same period in the previous year. This is in line with the Company’s 
continued expansion of its business and building up its team. Total operating expenses for the year include a 
depreciation expense of $381,924 ($18,128 - year ended June 30, 2018). 
 
The Company’s operating results in the twelve months ended June 30, 2019 have been impacted significantly by 
an increase in research and development activities. During the year ended June 30, 2019, the Company incurred 
research expenses in the amount of $2,458,234 in connection with the further automation of its Systems, growth of 
new crops in the Systems and further transformation of these crops through juicing. These costs include salaries, 
materials, parts and consumables related to research activities. Research costs for the twelve months in the 
previous year were $59,965. 
 
Net loss and comprehensive loss for the year ended June 30, 2019 were $7,630,624 or $0.11 loss per share, 
compared to $1,394,896 or $0.02 loss per share in the same period of the previous year.  
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For the three months ended June 30, 2019 and 2018 
 
Revenue for the three months ended June 30, 2019 was $24,110. The Company did not record any revenues during 
the three months ended June 30, 2018.  
 
Selling expenses, which include commissions and freight, were $69,183 compared to $5,217 for the three months 
ended June 30, 2018. 
  
Total operating and general administrative expenses significantly increased during the three months ended June 
30, 2019 – $2,393,750 compared to $391,352 for the same period in the previous year. This is in line with the 
Company’s continued expansion of its business and building up its team. Total operating expenses for the three 
months include a depreciation expense of $179,603 ($4,532 – three months ended June 30, 2018). 
 
During the three months ended June 30, 2019, the Company incurred research expenses in the amount of $313,867 
in connection with the further automation of its Systems, growth of new crops in the Systems and further 
transformation of these crops through juicing. These costs include salaries, materials, parts and consumables 
related to research activities. Research costs for the three months in the previous year were $15,977. 
 
Net loss and comprehensive loss for the three months ended June 30, 2019 were $3,153,030, compared to 
$433,864. 
 
Selected Summary of Quarterly Results 
 
The following table sets out selected unaudited quarterly financial information of the Company and is derived from 
unaudited interim consolidated financial statements prepared by management.   
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Period Revenues Income (loss) for the 

period 
$  

Basic and fully diluted 
income (loss) per share 

$  
4th Quarter 2019 24,110 (3,153,030) (0.04) 
3rd Quarter 2019 1,461,226 (1,669,517) (0.02) 
2nd Quarter 2019 3,870,694 (2,339,301) (0.04) 
1st Quarter 2019 Nil (468,777) (0.01) 
4th Quarter 2018 Nil (433,864) (0.01) 
3rd Quarter 2018 Nil (358,109) (0.01) 
2nd Quarter 2018 Nil (308,542) (0.01) 
1st Quarter 2018 Nil (294,380) (0.00) 

 
Selected Annual Information 
 
The following table sets out selected annual financial information of the Company and is derived from the 
Company’s audited consolidated financial statements for the years ended June 30, 2019, 2018 and 2017.   
 

 2019 
$ 

2018 
$ 

2017 
$ 

Revenues 5,356,031 - - 
Loss for the year  (7,630,624) (1,394,896) (851,458) 
Loss per share (basic and diluted) (0.11) (0.02) (0.02) 
Total assets  18,102,494 4,627,868 231,204 
Total liabilities 3,928,715 1,138,869 205,356 
Dividends declared  Nil Nil Nil 

 
Liquidity and Capital Resources 
  
The Company’s source of financing to date has been equity financings and sales of Systems and produce.  
 
As at June 30, 2019, the Company had cash and cash equivalents of $9,900,987 (June 30, 2018 - $2,509,946) and 
working capital of $9,176,875 (June 30, 2018 - $3,340,704). Current liabilities that are to be settled in cash as at 
June 30, 2019 include trade and other payables, customer deposits and warranty provision.  
 
The Company used $4,682,287 in cash for operating activities and $2,254,668 in cash for investing activities during 
the year ended June 30, 2019. The Company received an aggregate net cash of $14,327,996 from its financing 
activities. 
 
During the year ended June 30, 2019, the Company raised gross proceeds of $13,525,038 from issuance of shares, 
of which $10,000,000 originated from the private placement with Nu Skin, $2,753,982 from an additional private 
placement, and $447,500 from an exercise of 2,300,000 share purchase options. The Company incurred cash share 
issuance costs of $43,343 in professional fees and non-cash share issuance costs of $601,199 in strategic advisory 
service in relation to the private placements. In addition, on May 8, 2019, Nu Skin exercised its pre-emptive right to  
top-up its equity of the Company, and the Company issued 767,503 shares to Nu Skin for gross proceeds of 
$771,057.   
 
As at June 30, 2019, the Company has commitments in the amount of $458,716 for purchase orders in respect to 
Systems inventory and $93,727 in respect to corporate operating leases that are due within the next six to twelve 
months. 
 
Management expects that the Company’s existing cash and cash equivalents balance will be adequate to meet the 
Company’s expansion of facilities and operational activities for the next twelve months. However, the Company  
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may seek additional financings through issuance of equity to support further expansion, joint-venture partnerships 
and research and development activities. 
 
Forward-Looking Guidance 

Systems 

The Company has received deposits on three more commercial scale systems in Canada and the US for a total of 
approximately 69 of its growing machines which it expects to install by Spring 2020. The Company has entered into 
sales discussions with various other companies across Canada and has developed customer interest for the 
purchase of additional machines. It also expects to expand at least one current customer in the coming year. The 
Company sales pipeline currently includes numerous individuals and companies across Canada, Ireland, the United 
States, Africa, Puerto Rico, Europe. Middle East, and China. There can be no assurances that any of these pipeline 
opportunities will lead to sales of Systems or identification of partner farms.  
 
However, including the 69 machines noted above currently under deposit, based on CubicFarms’ existing pipeline 
opportunities, in the next 12 months, the Company expects to have order volume of approximately 150-200 
machines by December 2020 (including potential outright sales and partner farms where the Company may have 
a minority equity interest through a joint venture). The Company considers an order to have taken place when a 
binding equipment purchase agreement is signed and a first deposit has been provided. This forward-looking order 
volume estimate is based on the Company’s current sales pipeline and internal estimates of machine demand and 
is subject to a number of risks and uncertainties. In addition to the above, the Company has recently signed a 
reseller agreement with Groviv. See “Forward-Looking Statements”. 
 

Crops 

CubicFarms growing machines can grow a wide variety of crops. Each new crop that is optimized presents an 
opportunity for a new sales vertical. To facilitate research and development on new verticals, the Company is 
ramping up cultivation at the Pitt Meadows facility. This will allow the Company to actively pursue new vertical 
business lines in the nutraceutical and cosmeceutical space, as well as testing for the animal feed space. 
Additionally, growing styles that accommodate different methods of automation and harvesting are also being 
tested.  
 
One specific area of focus at present is fine tuning the optimal conditions for growing high gross margin crops, and 
additionally optimizing for automated harvesting and processing to then transform these same crops into high quality 
ingredients for nutraceuticals and cosmeceuticals through juicing, powdering, and/or extraction. In the next twelve 
months, the Company expects to develop standard operating procedures for growing and transforming into 
ingredients for at least five high gross margin crops and expects to secure supply contracts for the products with at 
least one strategic customer. 
 
The Company is also exploring opportunities in the animal feed space to utilize the by-product of growing high gross 
margin crops. 
 
Lastly the Company has entered the food sector markets for which is expected to increase the sales of leafy green 
from our vertical farming systems.  
 
Transactions with Related Parties 

All transactions with related parties have occurred in the normal course of operations. All amounts are unsecured, 
noninterest bearing and have no specific terms of settlement, unless otherwise noted. 
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Transactions with entities with significant influence over the Company 

Rent was paid to Bevo with significant influence over the Company in the amount of $132,784 for the year ended 
June 30, 2019 respectively and $58,600 for the previous year. Company has made 50% investment in Swiss 
Leaf Farms Ltd. Details of the investment is provided in Note 12 of Financial Statements. The accounts receivable 
with Swiss Leaf is 52,549 and $6,994 is payable to Swiss Leaf. 

On January 28, 2019 the Company completed a private placement with a strategic investor - Nu Skin Enterprises 
Inc. (“Nu Skin”). Nu Skin purchased 9,953,913 of the Company’s common shares at a price of $1.00463 per 
share for total gross proceeds of $10,000,000. The Company incurred share issuance costs of $34,048 in legal 
fees and $601,199 for strategic advisory services in connection with the Nu Skin private placement. Pursuant to 
the Investment Agreement, Nu Skin has the pre-emptive right to participate in future equity financings of the 
Company to maintain its pro rata ownership of the Company up to a maximum 12.9% ownership interest, this 
right is available to Nu Skin for so long as it owns not less than 8% of the Company’s shares. On May 8, 2019 
Nu Skin made top up purchase of 767,503 shares at price of $1.00463. 

Accounts Receivable from Nuskin is $487,254 and there is nothing payable to Nuskin. 

Key management compensation of the Company 

Key management of the Company are officers and members of the Board of Directors the Company. The 
Company paid and/or accrued the following compensation to key management during the reporting periods:  

  Year Ended June 30, Year Ended June 30, 

  2019 2018 

  $ $ 

Wages and consulting fees 626,410 223,500 

Share-based compensation 397,456 208,665 

  1,023,219 432,165 

 
Outstanding Share Data 
 
Shares outstanding as of June 30, 2019:  
 
   June 30, 2019 June 30, 2018 
Class Par Value Number Authorized Number Issued Number Issued 
Common Shares No par value Unlimited 84,179,714 60,103,186 
Preferred Shares (1) No par value Unlimited 0 4,266,868 
   84,179,714 64,370,054 

(1) Converted to common shares upon listing of the Company’s shares on the TSXV. 
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Summary of options outstanding as at June 30, 2019 & on the date of MD&A: 
  

Grant date - Expiry date 
Options 

Outstanding (#) 

Contractual 
life of 

options - 
years 

Exercise 
price $ 

Options Exercisable 
(#) 

May 3, 2017-April 1 2027 14,130,096 10 0.19 5,434,624 

November 1, 2017 - January 30, 2023 230,000 5 0.19 92,000 

November 1, 2017 - January 30, 2023 282,670 5 0.19 55,200 

November 1, 2017 - January 30, 2023 1,610,000 5 0.19 920,000 

November 1, 2017 - January 30, 2023 230,000 5 0.19 23,000 

November 1, 2017 - January 30, 2023 230,000 5 0.19 23,000 

November 1, 2017 - January 30, 2023 115,000 5 0.19 23,000 

November 1, 2017 - January 30, 2023 115,000 5 0.19 23,000 

November 1, 2017 - January 30, 2023 115,000 5 0.19 57,500 

November 1, 2017 - January 30, 2023 184,000 5 0.19 92,000 

November 1, 2017 - January 30, 2023 184,000 5 0.19 46,000 

March 20, 2018 - March 30, 2023 115,000 5 0.19 23,000 

March 20, 2018 - March 30, 2023 230,000 5 0.19 230,000 

March 20, 2018 - March 30, 2023 230,000 5 0.19 230,000 

July 15, 2018 – July 15, 2023 10,120,000 5 0.83 1,030,400 

October 15, 2018 – December 15, 2019 46,000 1 0.83 46,000 

October 15, 2018 – December 15, 2020 46,000 2 0.83 0 

October 15, 2018 – December 15, 2021 46,000 3 0.83 0 

October 15, 2018 – December 15, 2022 46,000 4 0.83 0 

October 15, 2018 – December 15, 2023 46,000 5 0.83 0 

June 18, 2019 –September 15, 2020 300,000 1 1.00 0 

June 18, 2019 –September 17, 2020 100,000 1 1.00 25,000 

June 18, 2019 – December 15, 2023 905,000 5 
              

1.00  
226,667 

Total share purchase options 29,655,766     8,600,391 

 
Shares outstanding on a fully diluted basis at June 30, 2019: 113,835,480. 
 
Off Balance Sheet Arrangements  
  
There are no off-balance sheet arrangements to which the Company is committed. The Company is not a party to 
any off-balance sheet arrangements that have, or are reasonably likely to have, a current or future material effect 
on the Company’s financial condition, changes in financial condition, revenues, expenses, results of operations, 
liquidity, capital expenditures or capital resources. 
 
Financial Instruments and Other Instruments 
 
The Company’s financial instruments consist of cash and cash equivalents, amounts receivable, trade payables, 
customers deposits, demand loan and amounts due from an associate. The fair values of these financial 
instruments approximate their carrying values, unless otherwise noted.  
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The following summarizes fair value hierarchy under which the Company’s financial instruments are valued: 
Level 1 – fair values based on unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 – fair values based on inputs that are observable for the asset or liability, either directly or indirectly; and 
Level 3 – fair values based on inputs for the asset or liability that are not based on observable market data. 

As at June 30, 2019, the Company did not have any financial instruments measured at fair value, except for long-
term note receivable from an associate (note 9), categorized within Level 2 of the fair value hierarchy. The 
Company did not have any financial instruments measured at fair value at June 30, 2018. 

The Company is exposed to certain risks relating to its financial instruments. The Company does not use derivative 
financial instruments to manage these risk exposures. As at June 30, 2019 the primary risks were as follows: 
 
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 any obligations. The Company’s cash and receivables are exposed to credit risk. The Company 
reduces its credit risk on cash by placing these instruments with institutions of high credit worthiness and the loans 
and advances will be secured by the assets of the Company which mitigates the credit risk. As at June 30, 2019, 
one customer accounted for 50% of the accounts receivable. The Company believes there is no unusual exposure 
associated with the collection of these receivables. The Company performs regular credit assessments on its 
customers and provides allowances for potentially uncollectible accounts receivable. 
 
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. Financial assets and liabilities with variable interest rates expose the Company to 
cash flow interest rate risk. The Company does not hold any financial liabilities with variable interest rates. The 
Company does maintain bank accounts which earn interest at variable rates, but it does not believe it is currently 
subject to any significant interest rate risk. 
 
Liquidity risk 
At this stage the Company’s ability to continue as a going concern is dependent on management’s ability to raise 
required funding through future equity issuances and through short-term borrowing. The Company manages its 
liquidity risk by forecasting cash flows from operations and anticipating any investing and financing activities. 
Management and the Board of Directors are actively involved in the review, planning and approval of significant 
expenditures and commitments. Accounts payable and accrued liabilities generally have contractual maturities of 
less than 30 days and are subject to normal trade terms. 
 
Foreign currency risk 
The Company enters into transactions denominated in US dollars for which the related revenues, expenses, 
accounts receivable, and accounts payable balances are subject to exchange rate fluctuations. As at June 30, 
2019, the following items are denominated in US dollars: 
 
  June 30, 2019 June 30, 2018 

 $ $ 

Cash 455,646 1,316 

Accounts receivable 492,431 - 

Accounts payable (43,205) (332) 

Customer deposits (585,600) (417,200) 

Net exposure 319,151 (416,216) 
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Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in foreign exchange rates. As the only foreign currency the company transacts in is USD and  
 
it is not subject to significant variance; the company has not made any special arrangements to reduce the related 
currency risk. Net exposure is negative as on June 30, 2019 as compared to previous year. 

A 10% increase or decrease in the US dollar exchange rate would not have a material impact on the Company’s 
net loss.  
 
Management is continuing efforts to increase sales and attract additional equity and capital investors to continue 
R&D activities, and, from the other side, implement effective cost control measures to maintain adequate levels of 
working capital. 
 
Additional Information & Approval  
 
Additional information relating to the Company is on SEDAR at www.sedar.com.  
The Board has approved the disclosure contained in this MD&A as of November 14, 2019. 

 
 
 
 
 


