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The accompanying notes are an integral part of these condensed consolidated financial statements 

September 30, December 31,

As at notes 2019 2018

Assets (note 2)

Current assets

Cash and cash equivalents 1,686,557$         2,328,893$      

Restricted cash 4 -                        352,069            

Accounts receivable 265,220               20,155              

Inventory 688,901               -                     

Biological assets 5 95,519                 -                     

Other current assets 587,460               148,786            

Total current assets 3,323,657           2,849,903        

Intangible assets and goodwill 3, 6 8,101,282           2,542,826        

Property and equipment 7 3,127,597           2,134                 

Right-of-use assets 8 761,599               -                     

Deposits 7 -                        800,000            

Investments 3 -                        550,000            

Total assets 15,314,135$       6,744,863$      

Liabilities

Current liabilities

Accounts payable 1,899,716$         592,658$          

Income taxes payable 544,757               

9, 10 256,321               -                     

Subscription received in advance 4, 11 -                        352,069            

Total current liabilities 2,700,794           944,727            

Notes payable 9 1,145,868           -                     

Lease obligations 10 565,021               -                     

Deferred tax liability 784,000               -                     

Total liabilities 5,195,683$         944,727$          

Shareholders' equity

Share capital 4, 11 17,595,330$       8,584,340$      

Warrants 11 25,227                 25,227              

Contributed surplus 11 1,432,311           752,332            

Accumulated other comprehensive loss (61,913)                (206,680)          

Deficit (8,872,503)          (3,355,083)       

10,118,452         5,800,136        

Total liabilities and shareholders' equity 15,314,135$       6,744,863$      

Current portion of lease obligations and notes 

payable
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notes 2019 2018 2019 2018

Revenue 4,176,747$       -$                    8,587,309$       -$                    

Cost of goods sold 2,605,308          -                      5,146,160          -                      

Gross margin before biological asset adjustments 1,571,439          -                      3,441,149          -                      

Net effect of adjustments for biological assets 5 11,366                -                      1,656                  -                      

Gross margin 1,560,073          -                      3,439,493          -                      

Operating expenses

General and administrative 1,027,800          74,176                2,462,996          74,176                

Sales and marketing 364,835             -                      691,827             -                      

Stock-based compensation 11 109,561             1,559,401          761,024             1,559,401          

Depreciation and amortization 6, 7, 8 277,574             95,249                745,352             95,249                

Impairment of intangible assets 6 1,881,065          -                      1,881,065          -                      

3,660,835          1,728,826          6,542,264          1,728,826          

Other expenses (income)

Listing fee 3 -                      -                      564,704             -                      

Loss on investment 3 -                      -                      415,000             -                      

Transaction expenses 3 -                      78,136                455,644             78,136                

Interest expense 44,104                -                      102,055             -                      

Unrealized gain on fair value of financial asset 3 -                      -                      (113,195)            -                      

Other 24,503                (324)                    318,081             (324)                    

68,607                77,812                1,742,289          77,812                

Loss before income taxes (2,169,369)        (1,806,638)        (4,845,060)        (1,806,638)        

Income tax expense (recovery)

Current 295,000             -                      729,360             -                      

Deferred (24,000)              -                      (57,000)              -                      

271,000             -                      672,360             -                      

Net loss for the period (2,440,369)        (1,806,638)        (5,517,420)        (1,806,638)        

Other comprehensive income 

Foreign currency translation gain (loss) 26,904                (78,111)              144,767             (78,111)              

Net loss and comprehensive loss for the period (2,413,465)$      (1,884,749)$      (5,372,653)$      (1,884,749)$      

Earnings per share
Basic and diluted (1) (0.03)$                (0.06)$                (0.07)$                (0.07)$                

For the three months ended 

September 30,

For the nine months ended 

September 30,

(1) The options and warrants have been excluded from the diluted loss per share computation as they are anti-dilutive.
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Common Total

share Contributed shareholders'

notes capital Warrants surplus AOCI* Deficit equity

Balance at December 31, 2018 8,584,340$      25,227$ 752,332$      (206,680)$    (3,355,083)$      5,800,136$       

Shares issued in private placement 11 3,845,288         -          -                 -                 -                      3,845,288         

Shares issued in business acquisitions 3, 11 4,234,037         -          -                 -                 -                      4,234,037         

Shares issued in reverse take-over 3, 11 850,620            -          -                 -                 -                      850,620             

Exercise of stock options 11 81,045              -          (81,045)         -                      

Stock-based compensation 11 -                     -          761,024        -                 -                      761,024             

Total net and comprehensive loss -                     -          -                 144,767        (5,517,420)        (5,372,653)        

Balance at September 30, 2019 17,595,330$    25,227$ 1,432,311$   (61,913)$      (8,872,503)$      10,118,452$     

Balance at June 11, 2018 -$                   -$        -$               -$              -$                   -$                   

Shares issued in asset purchase 2,874,387         -          -                 -                 -                      2,874,387         

Shares issued in private placement 875,319            -          -                 -                 -                      875,319             

Exercise of stock options 5,176                 -          (5,118)            -                 58                       

Stock-based compensation -                     -          1,559,401     -                 -                      1,559,401         

Total net and comprehensive loss -                     -          -                 78,111          (1,806,638)        (1,728,527)        

Balance at September 30, 2018 3,754,882$      -$        1,554,283$   78,111$        (1,806,638)$      3,580,638$       

* Accumulated other comprehensive income
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2019 2018 2019 2018

Operating activities

Net loss for the period (2,440,369)$         (1,806,638)$         (5,517,420)$       (1,806,638)$       

Items not involiving cash:

Listing fee -                          -                          564,704               -                        

Stock-based compensation 109,561                 1,559,401             761,024               1,559,401           

Loss on investment -                          -                          415,000               -                        

Depreciation and amortization 277,574                 95,249                   745,352               95,249                 

Impairment of intangible assets 1,881,065             -                          1,881,065           -                        

Unrealized foreign exchange loss 36,569                   -                          41,427                 -                        

Gain on fair value of financial asset -                          -                          (113,195)             -                        

Deferred income tax recovery (24,000)                  -                          (57,000)                -                        

(159,600)               (151,988)               (1,279,043)          (151,988)             

Change in non-cash working capital 139,596                 109,078                 1,014                    109,078               

Cash flow used in operating activities (20,004)                  (42,910)                  (1,278,029)          (42,910)                

Investing activities

Cash paid on business acquisitions, net of cash acquired -                          -                          (2,336,355)          -                        

Purchases of property and equipment (423,925)               -                          (764,198)             -                        

Cash flow used in investing activities (423,925)               -                          (3,100,553)          -                        

Financing activities

Issuance of common shares -                          875,377                 3,494,102           875,377               

Settlement of subscriptions received in advance -                          -                          352,069               -                        

Subscriptions received in advance -                          1,683,017             -                        1,683,017           

Restricted cash (1,683,017)            -                        (1,683,017)          

Repayment of lease obligation (50,646)                  -                          (120,051)             -                        

Repayment of notes payable (9,367)                    -                          (27,004)                -                        

Cash flows (used in) provided from financing activities (60,013)                  875,377                 3,699,116           875,377               

Effect of translation of cash held in foreign currencies 16,000                   12,405                   37,130                 12,405                 

Increase (decrease) in cash and cash equivalents (487,942)               844,872                 (642,336)             844,872               

Beginning cash and cash equivalents 2,174,499             -                          2,328,893           -                        

Ending cash and cash equivalents 1,686,557$           844,872$               1,686,557$         844,872$             

For the three months ended 

September 30,

For the nine months ended 

September 30,
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1. NATURE OF OPERATIONS 

On March 25, 2019, Altitude Resources Inc. (“Altitude”), 2657152 Ontario Inc. (“Newco”), a wholly-owned subsidiary 

of Altitude and Vibe Bioscience Corporation (“Vibe”) completed a three-cornered amalgamation whereby Vibe 

amalgamated with Newco and completed a reverse take-over of Altitude (the “Altitude Reverse Take-over”).  The 

Altitude Reverse Take-over was completed by issuing 6.883 common shares of Altitude in exchange for each Class 

A common share of Vibe, resulting in Vibe becoming a wholly-owned subsidiary of Altitude with the former 

shareholders of Vibe acquiring a controlling interest in Altitude.  In connection with the Altitude Reverse Take-over, 

Altitude delisted its shares on the TSX Venture Exchange, changed its name to Vibe Bioscience Ltd. (the “Company”), 

completed a listing on the Canadian Securities Exchange under the ticker symbol “VIBE” and consolidated its issued 

and outstanding common shares on a basis of 12 to 1.  The Company’s Canadian head office is located at #214, 2505 

- 17 Ave SW Calgary, Alberta T3E 7V3 and its U.S. head office is located at 8112 Alpine Ave Sacramento, California 

95826.   

 
Prior to the Altitude Reverse Take-over, Altitude did not operate an active business.  The current operations of the 
Company are conducted through Vibe which was incorporated under the laws of the Province of Ontario on June 
11, 2018.  The Company’s business is to evaluate, acquire and develop cannabis cultivation and manufacturing assets 
and retail cannabis dispensaries, predominantly in the U.S., in order to become a vertically integrated cannabis 
operator. For accounting and presentation purposes, the consolidated financial statements reflect the results of 
operations of Vibe, the accounting acquirer, with the exception of the number of shares which were retroactively 
adjusted to reflect the legal capital of the Company. 
 

In addition to the 6.883 to 1 share exchange and 12 to 1 share consolidation of Vibe’s Class A Common Shares prior 

to the completion of the Altitude Reverse Takeover noted above, Vibe completed a share split on a 1 to 1.511 basis 

following the completion of certain private placements of Vibe’s Class A common shares completed in February and 

March 2019 (see note 11).  All results presented as at and for the three and nine months ended September 30, 2019, 

including comparative results, related to common share, per common share amounts and stock options and related 

exercise prices reflect the share exchange, consolidation and split. 

 

2. BASIS OF PRESENTATION 

(a)  Statement of compliance 

These unaudited condensed consolidated financial statements as at and for the three and nine months ended 

September 30, 2019 have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as 

issued by the International Accounting Standards Board (“IASB”) based on International Accounting Standard (“IAS”) 

34 - Interim Financial Reporting. 

 

These unaudited condensed consolidated financial statements were prepared by management and follow the same 

accounting policies and methods as the audited consolidated financial statements as at and for the period from June 

11 to December 31, 2018, except for the adoption of new standards effective January 1, 2019 and the change in 

reporting currency, both described below.  However, these unaudited condensed consolidated financial statements 

do not contain all the disclosures required for the annual consolidated financial statements.  Therefore, these 

unaudited condensed consolidated financial statements should be read in conjunction with (i) the Company’s 

audited consolidated financial statements and related note disclosures as at and for the period from June 11 to 

December 31, 2018 which are included in the Company’s Listing Statement dated March 25, 2019 filed in connection 
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with the Altitude Reverse Take-over, and (ii) the Company’s unaudited condensed consolidated financial statements 

and related note disclosures as at and for the three months ended March 31, 2019 and September 30, 2019, all of 

which are available on the Company’s SEDAR profile at www.sedar.com. 

 

These unaudited condensed consolidated financial statements were approved by the Company’s Board of Directors 

on November 27, 2019. 

 

(b)  Measurement basis 

These unaudited condensed consolidated financial statements are presented in U.S. dollars (“USD”), assuming the 

Company will continue as a going concern for the foreseeable future and are prepared on a historical cost basis 

unless specifically described within these notes.   

 

The audited consolidated financial statements for the period from June 11 to December 31, 2018 were presented 

in Canadian dollars (“CAD”).  However, the comparative results presented in these condensed consolidated financial 

statements are presented in USD.  Assets and liabilities at December 31, 2018 that are denominated in CAD are 

translated into USD at $0.7330 which is the exchange rate in effect at December 31, 2018.  Items of income and 

expense for the period from June 11 to December 31, 2018 that are denominated in CAD are translated into USD at 

$0.7609 which is the average exchange rate for the period.  The resulting loss from translating CAD denominated 

balances into USD totals $206,680 and is included in accumulated other comprehensive loss in the consolidated 

statement of financial position at December 31, 2018.  

 

The following table presents the impact of the change in reporting currency on the Company’s assets and liabilities 

at December 31, 2018: 

Previously Reported

reported (CAD) in USD

Total assets - CAD denominated 7,221,648$       5,294,288$       

Total assets - USD denominated 1,968,961         1,450,575         

Total assets 9,190,609$      6,744,863$       

Total liabilities - CAD denominated 1,011,721$       741,568$          

Total liabilities - USD denominated 268,264            203,159            

Total liabilities 1,279,985$      944,727$          

Deficit (4,409,586)$     (3,355,083)$      
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(c)  Basis of consolidation 

These unaudited condensed consolidated financial statements include the accounts of the Company and the 

following subsidiaries: 

Jurisdiction

Subsidiary of incorporation

Vibe Bioscience Corporation Ontario, Canada

Vibe Investments, LLC (formerly Hype Bioscience Inc.) ("Hype U.S.") Nevada, U.S.A

Vibe by California Inc. (formerly Vibe Bioscience Inc.) ("Vibe U.S.") Nevada, U.S.A

Hype Bioscience Corporation ("Hype Canada") Alberta, Canada

Port City Alternative of Stockton Inc. ("Port City") California, U.S.A

Vibe Cultivation LLC (formerly Alpine CNAA LLC ) ("Alpine Cultivation") California, U.S.A

Alpine Alternative Naturopathic Inc. ("Alpine Alternative") California, U.S.A  

All subsidiaries are wholly-owned by the Company.  Subsidiaries are consolidated from the date of acquisition, being 

the date on which the Company obtains control, and continue to be consolidated until the date that such control 

ceases.  Control exists when the Company has the power, directly or indirectly, to govern the financial and operating 

policies of an entity and is exposed to the variable returns from its activities.   All material intercompany accounts 

and transactions have been eliminated.   

  

(d)  Use of judgements, estimates and assumptions 

The preparation of these unaudited condensed consolidated financial statements requires management to make 

judgements and estimates that affect the application of policies and reported amounts of assets and liabilities, and 

revenue and expenses. The judgements and estimates applied are based on historical experience and various other 

factors and assumptions that are believed to be reasonable under the circumstances.  However, actual experience 

may differ from the results achieved by applying significant judgements and estimates.  Revisions to accounting 

estimates are recognized in the period in which the estimate is revised and applied on a prospective basis. 

 

Significant judgements, estimates and assumptions within these unaudited condensed consolidated financial 

statements remain the same as those applied to the consolidated financial statements for the period from June 11, 

2018 to December 31, 2018 and the unaudited condensed consolidated financial statements for the three and nine 

months ended September 30, 2019.    

 

(e)  Seasonality of operations 

The Company’s operations are seasonal in nature as they are generally impacted by weather conditions.  Specifically, 
the Company realizes higher revenue in the summer months of April through September as a result of warmer 
weather and the associated increase in outdoor activity by recreational adult-use cannabis customers.  Conversely, 
the winter months of October to December can see a decrease in revenue arising from the harvest of cannabis 
plants by individual cannabis users pursuant to California state law which allows the harvest of a certain number of 
cannabis plants for personal use. 
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(f)  New standards adopted 

Effective January 1, 2019, the Company adopted IFRS 16 – Leases (“IFRS 16”) which replaces IAS 17 – Leases (“IAS 

17) and related interpretations.  The Company adopted IFRS 16 using the modified retrospective approach whereby 

comparative results for the period ended December 31, 2018 are not restated.  Comparative results for the period 

from June 11 to December 31, 2018 remain as previously reported under IAS 17 and related interpretations.   

 

On initial application of IFRS 16, the Company elected to record a right-of-use asset based on the corresponding 

lease liability.  A right-of-use asset and related lease obligation of $133,304 were recorded as of January 1, 2019, 

with no net impact on retained earnings.  When measuring the obligation, the Company discounted lease payments 

at 6% which is the Company’s incremental borrowing rate specifically related to the asset under lease at January 1, 

2019.  The Company is depreciating the associated right-of-use asset over 80 months which the remaining term of 

the underlying lease at January 1, 2019.  The Company elected to apply the practical expedient for leases with terms 

ending within 12 months of the date of initial application as short-term leases, whereby the associated lease 

payments continue to be expensed on a straight-line basis. 
 

3. REVERSE TAKE-OVER AND BUSINESS COMBINATIONS 

(a)  Altitude Reverse Take-over 

On March 25, 2019, Altitude, Newco and Vibe completed a three-cornered amalgamation whereby Vibe 

amalgamated with Newco and together completed the Altitude Reverse Take-over.  The Altitude Reverse Take-over 

was completed by issuing 6.883 common shares of Altitude in exchange for each Class A common share of Vibe 

resulting in Vibe becoming a wholly-owned subsidiary of Altitude with the former shareholders of Vibe acquiring a 

controlling interest in the amalgamated company.  The Company issued 2,197,992 common shares at a fair value of 

$850,620 ($0.39 per share) to complete the Altitude Reverse Take-over.  In addition, certain former shareholders of 

Altitude are to receive $34,625 (CAD $46,467) of cash to complete the Altitude Reverse Take-over.  The total 

consideration paid in connection with the Altitude Reverse Take-over is applied to the fair value of net assets 

remaining of Altitude as follows: 

March 25,

2019

Net assets

Accounts receivable - Proceeds from Atrum Shares 482,815$       

Accounts receivable - Proceeds from Palisades Assets -                 

Accounts receivable - additional cash proceeds due 105,440         

Accounts payable and accrued liabilities (185,747)       

Notes payable (81,967)          

Total net assets acquired 320,541         

Listing fee 564,704         

Total acquisition 885,245$      

Consideration

Fair value of common shares (2,197,992 shares) 850,620$      

Cash 34,625           

Total consideration 885,245$       
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Prior to completion of the Altitude Reverse Take-over, Altitude did not operate an active business.  Accordingly, the 

transaction does not constitute a business combination and is accounted for as a capital transaction in substance.   

 

Certain mining and other assets included in Altitude immediately prior to the Altitude Reverse Take-over were sold 

to an entity owned by certain former shareholders of Altitude including the following: 

 

(i) Common shares of Atrum Coal Limited (“Atrum Shares”).  Altitude owned 2,953,674 common shares of Atrum 

Coal Limited which is a publicly traded entity on the Australian Stock Exchange.  A condition of the Altitude 

Reverse Takeover was the proceeds of the sale of the Atrum Shares were due to the Company.  The Atrum 

Shares were sold on May 6, 2019 for net proceeds totaling CAD $799,115 and the cash proceeds were 

remitted to the Company in August 2019.  Prior to the Company receiving the proceeds from the sale of the 

Atrum Shares, the underlying receivable was recognized as a financial asset measured at fair value through 

profit and loss (“FVTPL”).  Accordingly, the Company recorded a gain on the fair value measurement of the 

Atrum Share proceeds totaling $113,195 for the nine months ended September 30, 2019, respectively.  The 

calculation of the gain on the Atrum Share proceeds due was based on Level 1 Inputs in the fair value 

hierarchy. 
 

(ii) Palisades mining assets.  Altitude owned certain partially developed mining assets in Alberta, Canada 

(“Palisades Assets”).  The proceeds from the sale of the Palisades Assets are due to the Company; however, 

the Palisades Assets remain unsold at September 30, 2019.  The fair value of the Palisades Assets was 

determined to be $nil as there has not been any specific buyer identified to date, and it is unclear if a buyer 

will be found for the Palisades Assets in the near term. 

 

(iii) Additional cash proceeds due.  Altitude owned other mining assets in Alberta, Canada at various stages of 

development.  The proceeds from the sale of the other mining assets total $105,440.  The additional cash 

proceeds were collected in August 2019. 

 

The Reverse Take-over was completed to provide the Company with a public listing on the Canadian Securities 

Exchange.  Accordingly, the excess of the consideration paid over the acquired net assets, totaling $564,704, is 

expensed as listing costs in the unaudited condensed consolidated statement of operations and comprehensive loss 

for the nine months ended September 30, 2019.  
 

(b)  Acquisition of U.S. Targets (the “U.S. Acquisition”) 

On February 18, 2019, the Company simultaneously acquired the issued and outstanding securities of (i) Port City, 

(ii) 8130 Alpine LLC (“8130 Alpine”), (iii) Alpine Cultivation, and (iv) Alpine Alternative (collectively, the “U.S. 

Targets”) and began operating its cannabis business on a combined basis.  Prior to the U.S. Acquisition, the U.S. 

Targets were under common control but had separate operating structures and business models that required 

separate acquisition structures and purchase and sale agreements for each of the U.S. Targets (except as described 

below).  Accordingly, for financial statement purposes, the acquisition of each of the U.S. Targets is accounted for 

as a separate business combination requiring a separate allocation of purchase price over each set of net assets 

acquired in accordance with the terms and conditions of each purchase and sale agreement (except as noted below).  

Each of the business combinations are described in detail below and reflect the share exchange, consolidation and 

split referenced in note 1. 
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The U.S. Targets acquired are as follows: 
 

(i) Port City.  The Company acquired all the issued and outstanding securities of Port City for total consideration 

of $1,931,838 consisting of $984,321 in cash and the issuance of 2,420,300 common shares of the Company 

with a calculated value of $947,517.  The total purchase price is allocated to the fair value of the net assets 

acquired as follows: 

February 18,

2019

Net assets acquired

Cash 124,987$        

Working capital deficit, excluding cash (178,285)        

Due from other U.S. Targets 173,839          

Right-of-use asset 769,397          

Property and equipment 70,991            

Intangible assets

License 960,000          

Lease liability (760,500)        

Deferred income tax liability (271,000)        

Goodwill 1,042,409       

1,931,838$    

Consideration

Cash at closing 1,046,000$    

Estimated cash to be paid for working capital adjustment (61,679)           

Total cash consideration 984,321          

Common shares of the Company 947,517          

1,931,838$     
 

The total consideration due in the Port City acquisition was subject to final working capital adjustment that 

resulted in a $61,679 favorable adjustment to the total purchase price paid by the Company at closing.  All 

amounts held in escrow pending settlement of the final working capital adjustment were distributed in the 

three months ended September 30, 2019.   

 

The Company previously acquired a 20% non-controlling interest in Port City for cash proceeds totaling 

$800,000 of which $250,000 and $550,000 was paid in December 2018 and January 2019, respectively.  The 

fair value of the Company’s 20% interest immediately prior to the Port City acquisition was $385,000 resulting 

in a loss on the original investment in Port City of $415,000.  The loss on investment is recorded in the 

unaudited condensed consolidated statement of operations and comprehensive loss the nine months ended 

September 30, 2019.   
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The Port City acquisition provides the Company with established, cash flow positive medicinal and adult 

recreational use dispensary operations in Stockton, California.  Goodwill realized in the Port City acquisition 

is largely a result of the assembled work force, customer networks and loyalty and synergies expected from 

fully combining and integrating the Port City operations with the operations of the other acquired U.S. 

Targets.  None of the goodwill recognized is expected to be deductible for tax purposes.   

 

(ii) Alpine CNAA LLC (now Vibe Cultivation LLC) and 8130 Alpine LLC (collectively “Alpine Cultivation”).  The 

Company entered into separate acquisition agreements with Alpine CNAA LLC and 8130 Alpine LLC.  However, 

the entities operated in conjunction with each other prior to the acquisition and completed a merger 

immediately following the closing the acquisition.  Accordingly, the acquisition of each of Alpine CNAA LLC 

and 8130 Alpine LLC are considered one acquisition (i.e. Alpine Cultivation) for financial statement purposes. 

 

The Company acquired all the issued and outstanding securities of Alpine Cultivation for total consideration 

of $2,644,878 consisting of $1,042,374 in cash and the issuance of 4,093,373 common shares of the Company 

with a calculated value of $1,602,504.  The total purchase price is allocated to the fair value of the net assets 

acquired as follows: 

February 18,

2019

Net assets acquired

Cash -$                

Working capital, excluding cash and biological assets 68,119            

Biological assets 89,494            

Due to other U.S. Targets (291,674)        

Property and equipment 309,442          

Intangible assets

License 200,000          

Trademark 78,500            

Note payable (18,963)           

Deferred income tax liability (105,000)        

Goodwill 2,314,960       

2,644,878$    

Consideration

Cash at closing 1,004,000$    

Estimated cash to be paid for working capital adjustment 38,374            

Total cash consideration 1,042,374       

Common shares of the Company 1,602,504       

2,644,878$     
 

The total consideration due in the Alpine Cultivation acquisition was subject to final working capital 

adjustment that resulted in additional consideration paid by the Company totaling $38,374.  All amounts held 

in escrow pending settlement of the final working capital adjustment were distributed in the three months 

ended September 30, 2019.   
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The Alpine Cultivation acquisition provides the Company with cannabis cultivation and manufacturing 

facilities in Sacramento, California that supports the Company’s vertical integration strategy.  Goodwill 

realized in the Alpine acquisition is largely a result of the assembled work force and synergies expected from 

fully combining and integrating the Alpine operations with the operations of the other acquired U.S. Targets.  

None of the goodwill recognized is expected to be deductible for tax purposes.   

 

(iii) Alpine Alternative.  The Company acquired all the issued and outstanding securities of Alpine Alternative for 

total consideration of $2,842,825 consisting of $1,158,809 in cash and the issuance of 4,301,483 common 

shares of the Company with a value of $1,684,016.  The total purchase price is allocated to the fair value of 

the net assets acquired as follows: 

February 18,

2019

Net assets acquired

Cash 174,162$        

Working capital deficit, excluding cash (755,537)        

Due from other U.S. Targets 117,835          

Property and equipment 51,261            

Intangible assets

Licenses 1,660,000       

Deferred income liability (465,000)        

Goodwill 2,060,104       

2,842,825$    

Consideration

Cash at closing 1,750,000$    

Estimated cash to be paid for working capital adjustment (591,191)        

Total cash consideration 1,158,809       

Common shares of the Company 1,684,016       

2,842,825$     
 

The total consideration due in the Alpine Alternative acquisition was subject to final working capital 

adjustment that resulted in a $591,191 favorable adjustment to the total purchase price paid by the Company 

at closing.  All amounts held in escrow pending settlement of the final working capital adjustment were 

distributed in the three months ended September 30, 2019.   

 

The Alpine Alternative acquisition provides the Company with established, cash flow positive medicinal and 

adult recreational use dispensary operations in Sacramento, California.  Goodwill realized in the Alpine 

Alternative acquisition is largely a result of the assembled work force, customer networks and loyalty and 

synergies expected from fully combining and integrating the Alpine Alternative operations with the 

operations of the other acquired U.S. Targets.  None of the goodwill recognized is expected to be deductible 

for tax purposes. 
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(c)  Purchase price allocations subject to change 

The purchase price allocation for the acquisition of each of the U.S. Targets as outlined above reflect various fair 

value estimates and analyses which are subject to change within the measurement period.  The primary areas of 

the purchase price allocation that are subject to change relate to the fair values of certain tangible assets, the 

valuation of intangible assets acquired and residual goodwill.  The Company expects to continue to obtain 

information to assist in determining the fair value of net assets acquired at the acquisition date during the 

measurement period.  Material measurement period adjustments will be applied retrospectively to the period of 

acquisition in the Company’s consolidated financial statements and, depending on the nature of adjustments, other 

periods subsequent to the period of acquisition could also be affected.  The Company expects to finalize the 

accounting for the acquisition of each of the U.S. Targets by December 31, 2019.  

 

(d)  NGEV, Inc. acquisition 

In connection with the acquisition of the U.S. Targets, Vibe also entered into a purchase and sale agreement to 

acquire all of the issued and outstanding securities of NGEV, Inc. (“NGEV”).  However, the acquisition of NGEV was 

conditional upon NGEV obtaining a license from the State of California to operate as a cannabis cultivation facility 

(the “NGEV License”).  The NGEV License was not obtained and the NGEV purchase and sale agreement was 

terminated by the Company in May 2019.   

 

Although the acquisition of NGEV was never completed, the Company funded the operations of NGEV through May, 

2019.  Approximately $320,000 of expenses of NGEV were funded by the Company in the nine months ended 

September 30, 2019, which are included as other expenses in the unaudited condensed consolidated statement of 

operations and comprehensive loss. 
 

(e) Cash deposit 

In addition to the $250,000 paid in connection with acquiring a non-controlling interest in Port City described above, 

the Company also advanced $300,000 to the vendors of the U.S. Targets as a deposit on the final proceeds to be 

paid on closing the U.S. Acquisition.  The total $550,000 cash paid was recorded as an investment at December 31, 

2018 and became part of the total purchase price paid in the U.S. Acquisition on February 18, 2019. 

 

(f)  Transaction expenses 

The Company incurred total transaction expenses in connection with the Altitude Reverse Take-over and the 

acquisition of the U.S. Targets totaling $455,644 in the nine months ended September 30, 2019.  Transaction 

expenses are disclosed separately in the unaudited condensed consolidated statement of operations and 

comprehensive loss.  
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4. RESTRICTED CASH 

The restricted cash balance at December 31, 2018 consists of subscriptions received for the purchase of the 

Company’s common shares.  The shares were issued in the nine months ended September 30, 2019 (Note 11). 

 

5. BIOLOGICAL ASSETS  

Biological assets consist of cannabis plants which were acquired in connection with the Alpine Cultivation 

acquisition.  The changes in the carrying value of the biological assets for the nine months ended September 30, 

2019 are as follows (note the Company did not have biological assets prior to the acquisition of the U.S. Targets on 

February 18, 2019): 

 

 

 

The Company values biological assets at the end of each reporting period at fair value less costs to sell (“FVLCS”).  

The determination of fair value less costs to sell is based a valuation model that estimates the expected harvest 

yield per plant applied to the estimated wholesale price per gram, less estimated selling costs. The model also 

considers the stage of the biological asset in the aggregate plant life cycle.  

 
The valuation model includes the following estimates, all of which are Level 3 inputs in the fair value hierarchy:  

 

(i) Average number of weeks in the growing cycle (from propagation to harvest) = 17 weeks based on historical 

results. 

(ii) Average wholesale selling price of whole flower = $3.50 per gram based on historical and expected future 

sales. 

(iii) Average harvest yield of whole flower = 59 grams per plant, net of expected wastage, based on historical 

results. 

(iv) Selling costs (shipping, order fulfillment, and labelling) = $0.50 per gram based on historical results. 

 

  

September 30,

2019

Balance, beginning of period -$                 

Biological assets acquired from U.S. Targets 89,494             

Changes in fair value less cost to sell due to biological transformation (1,656)             

Transferred to inventory upon harvest 7,681               

Balance, end of period 95,519$          



Vibe Bioscience Ltd. (formerly Altitude Resources Inc.) 
Notes to the Condensed Consolidated Financial Statements 
In United States Dollars  
(Unaudited) 
 

- 11 - 
 

The above inputs are subject to volatility and uncontrollable factors which could significantly affect the fair value of 

biological assets in future periods.  Management has quantified the sensitivity of the inputs on the calculation of 

the fair value of the biological assets as follows: 

 

At September 30, 2019 the average stage of completion of the biological assets is 66.1% based on the number of 

days remaining to harvest.  The estimated FVLCS of dry cannabis at September 30, 2019 is $108.74 per plant and 

the expected total yield is approximately 46,560 grams of cannabis. 
 

6. INTANGIBLE ASSETS AND GOODWILL 

Intangible assets and goodwill at consist of the following: 

 
 

Licenses consist of (i) a Health Canada cultivation license application acquired from certain shareholders of the 

Company in July 2018, and (ii) retail and cultivation licenses acquired in connection with the acquisition of the U.S. 

Targets in February 2019.  The Health Canada cultivation license application is being amortized on a straight-line 

basis over seven years.  The retail and cultivation licenses acquired in connection with the acquisition of the U.S. 

Targets are being amortized on a straight-line basis over 10 years. 

 

September 30, December 31,

2019 2018

Input

Selling price per gram - 10% change 10,700$               -$                     

Harvest yield per plant - 10% change 9,500$                 -$                     

Change in FVLCS at 

Licenses Software Trademark Goodwill Total

Cost

Balance at December 31, 2018 2,565,500$         183,250$        -$                      -$                   2,748,750$        

Acquired in business acquisitions 2,820,000           -                    78,500                 5,417,473        8,315,973          

Impact of foreign exchange 77,906                 5,529               -                        -                     83,435                

Balance at September 30, 2019 5,463,406$         188,779$        78,500$               5,417,473$      11,148,158$      

Accumulated amortization

Balance at December 31, 2018 164,756$             41,168$           -$                      -$                   205,924$            

Amortization expense 454,562               70,792             4,842                    -                     530,196              

Loss on investment -                        -                    -                        415,000            415,000              

Impairment 1,805,488           75,577             -                        -                     1,881,065          

Impact of foreign exchange 13,449                 1,242               -                        -                     14,691                

Balance at September 30, 2019 2,438,255$         188,779$        4,842$                 415,000$          3,046,876$        

Net book value at December 31, 2018 2,400,744$         142,082$        -$                      -$                   2,542,826$        

Net book value at September 30, 2019 3,025,151$         -$                 73,658$               5,002,473$      8,101,282$        

Intangible assets
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The software intangible consists of eCommerce software acquired from certain shareholders of the Company in July 

2018.  The software intangible asset is being amortized on a straight-line basis over two years. 

 

The trademark intangible asset consists of the Hype Cannabis Co. (“Hype”) which is a registered California trademark 

owned by Alpine CNAA LLC (now Vibe Cultivation LLC) which was acquired in the Alpine Cultivation acquisition.  The 

Hype product is sold in both the Port City and Alpine Alternative dispensaries in addition to being distributed to 

other third-party dispensaries through the Company’s distributor.  The trademark intangible asset is being 

amortized on a straight-line basis over 10 years. 

 
The Company assesses whether there are events or changes in circumstances that would more likely than not reduce 
the fair value of any of its reporting units below their carrying values and therefore, require goodwill and intangibles 
to be tested for impairment at the end of each period.  As a result of current economic conditions in the Canadian 
cannabis sector and the Company’s focus on United States operations with no capital has been allocated to the 
Canadian assets to support the operations at September 30, 2019 and, as a result, the Company recognized a 
$1,881,065 intangible asset impairment charge related to the Health Canada permits, licenses and software that is 
no longer being utilized.  Management allocated no capital to the Canadian operations the impairment was based 
on fair value less cost of disposal (“FVLCD”).  The best indicator of FVLCD is the amount obtained from the sale of 
an asset in an arm’s length transaction between knowledgeable, willing parties and as such the Company established 
FVLCD by reference to an estimated cost to obtain the Health Canada license. As a result, management has 
recognized the impairment charges described above.  

 

Goodwill results from the acquisition of the U.S. Targets in February 2019 and is initially measured at the excess of 

the consideration paid over the fair value of the identifiable net assets acquired.  Goodwill is not amortized but is 

subject to impairment tests at least annually.  Prior to completing the acquisition of the U.S. Targets, the Company 

purchased a 20% non-controlling interest in Port City for $800,000.  At the time of the U.S. Target acquisition, it was 

determined that the $800,000 carrying value of the initial Port City investment was impaired and a loss on 

investment of $415,000 was recognized in the unaudited condensed consolidated statement of operations and 

comprehensive loss in the nine months ended September 30, 2019. 
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7. PROPERTY AND EQUIPMENT 

Property and equipment consists of the following: 

 
 

The Company purchased land and buildings totaling $2,440,095 in the nine months ended September 30, 2019, of 

which $1,999,682 relates to the acquisition of land and buildings which currently hold the cultivation and dispensary 

locations acquired in the Alpine Cultivation and Alpine Alternative acquisitions.  The consideration paid for the land 

and buildings consisted of $800,000 cash and the assumption of a note payable totaling $1,199,682.  The $800,000 

of cash was paid as a deposit in December 2018.   

 

Buildings and equipment and other assets are depreciated on a straight-line basis over their estimated useful lives.  

Land is not depreciated but is subject impairment testing at least annually.  There are no indicators that the carrying 

value of the land may impaired at September 30, 2019. 

 

Construction in process consists of improvements and renovations being completed on the Company’s buildings.  In 

the nine months ended September 30, 2019, the Company completed an electrical system upgrade at Alpine 

Cultivation and Alpine Alternative and transferred $242,871 from construction in process to buildings.  Depreciation 

on the assets associated with the electrical system upgrade commenced when the asset was transferred from 

construction in process which was the date the asset became available for use.  The remaining balance in 

construction in process is not subject to depreciation until the underlying asset is available for use.   

 

The Company did not dispose of any property and equipment in the nine months ended September 30, 2019 and 

there were no impairments of property and equipment at September 30, 2019 or December 31, 2018. 

 
  

Equipment Construction 

Buildings Land and other in process Total

Cost

Balance at December 31, 2018 -$                   -$                    2,420$      -$               2,420$             

Acquired in business acquisitions 140,237            -                      143,329    148,128         431,694          

Purchases 1,213,874         800,000             18,535      731,386         2,763,795       

Transfers from construction in process 285,984            -                      -             (285,984)       -                   

Impact of foreign exchange -                     -                      73              -                  73                     

Balance at September 30, 2019 1,640,095$      800,000$           164,357$ 593,530$      3,197,982$    

Accumulated amortization

Balance at December 31, 2018 -$                   -$                    286$          -$               286$                

Depreciation expense 38,611               -                      31,477      -                  70,088             

Impact of foreign exchange -                     -                      11              -                  11                     

Balance at September 30, 2019 38,611$            -$                    31,774$    -$               70,385$          

Net book value at December 31, 2018 -$                   -$                    2,134$      -$               2,134$             

Net book value at September 30, 2019 1,601,484$      800,000$           132,583$ 593,530$      3,127,597$    
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8. RIGHT-OF-USE ASSETS 

Right-of-use assets consist of the following: 

 

The Company initially adopted IFRS 16 effective January 1, 2019, whereby the amount recognized as a right-of-use 

asset was equal to the present value of the future lease payments due under outstanding leases at January 1, 2019.  

The right-of-use assets are being depreciated on a straight-line basis over the remaining term of the underlying 

lease as there are no options to acquire or otherwise transfer ownership of the underlying asset to the Company at 

the end of the lease term.   

 

9. NOTES PAYABLE 

The Company’s notes payable consists of the following: 

 

 

 

Dispensary Warehouse Total

Cost

Balance at December 31, 2018 -$              -$              -$               

Initial adoption of new lease standard -                133,304       133,304         

Acquired in business acquisitions 769,397       -                769,397         

Impact of foreign exchange -                4,022            4,022             

Balance at September 30, 2019 769,397$     137,326$     906,723$      

Accumulated depreciation

Balance at December 31, 2018 -$              -$              -$               

Depreciation expense 129,674       15,800          145,474         

Impact of foreign exchange -                (350)              (350)               

Balance at September 30, 2019 129,674$     15,450$       145,124$      

Net book value at September 30, 2019 639,723$     121,876$     761,599$      

Leases

September 30, December 31,

2019 2018 Total

Note payable:

Land and buildings 1,172,590$         -$                   1,172,590$   

Vehicle 16,895                 -                     16,895           

Total notes payable 1,189,485           -                     1,189,485     

Less current portion (43,617)                -                     (43,617)         

Notes payable, long term 1,145,868$         -$                   1,145,868$   
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The Company has a note payable outstanding related to the acquisition of land and buildings in Sacramento, 

California totaling $1,172,590 at September 30, 2019 (see note 7).  The note bears interest at 6% per year, requires 

monthly payments of principal and interest totaling $9,314 and matures in April 2036.   

 

The Company also has a note payable related to the acquisition of vehicle totaling $16,895 at September 30, 2019 

which was assumed on the Alpine Cultivation acquisition.  The note payable bears interest at 4.99% per year, 

requires monthly payments of principal and interest totaling $395 and matures in March 2023.  

 

10. LEASE OBLIGATIONS 

As described in note 8, the Company has two office leases for which a right-of-use asset and related lease obligation 

is recognized.  The balance in lease obligation is as follows: 

 
 

The dispensary lease terminates on October 31, 2022 with monthly rent payments totaling $20,000 through the 

term of the lease.  The lease contains no extension options.  The Company’s warehouse lease has an initial term 

ending August 31, 2020 with monthly rent payments totaling CAD $2,750 through the term of the lease.  The lease 

has two options to extend for five years each.  The measurement of the lease obligation assumes only the first 

extension option will be exercised.  Neither the dispensary or warehouse leases contain purchase or early 

termination options and there are no requirements to purchase the underlying assets or any residual value 

guarantees at the end of the leases.  The warehouse lease was terminated in October 2019. 

 

The Company also has a lease for its head office which is not recognized as a lease obligation as the lease term is 

less than 12 months.  Monthly rent for the lease totals CAD $3,000 with the lease term expiring in September 2019.  

The Company extended the lease to on a month-to-month basis and terminated the lease effective October 31, 

2019.   

 
  

Dispensary Warehouse Total

Balance at December 31, 2018 -$            -$            -$              

Initial adoption of new lease standard -               133,304      133,304       

Acquired in business acquisitions 760,500      -               760,500       

Principal paid (106,623)    (13,428)      (120,051)     

Impact of foreign exchange -               3,972          3,972            

Total balance at September 30, 2019 653,877      123,848      777,725       

Less current portion of lease obligation (194,727)    (17,977)      (212,704)     

Lease obligations at September 30, 2019 459,150$   105,871$   565,021$     

Leases
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11. SHAREHOLDERS’ EQUITY 

(a)  Share capital 

The Company is authorized to issue an unlimited number of Class A voting common shares.  Holders of common 

shares are entitled to participate in dividends when declared by the Company.  The Company has the following 

issued and outstanding common shares: 

 

In the nine months ended September 30, 2019, the Company issued 10,815,157 and 2,197,992 common shares in 

connection with the acquisition of the U.S. Targets and the Altitude Reverse Take-over, respectively.  The fair value 

of the common shares issued for both the acquisition of the U.S. Targets and the Altitude Reverse Take-over was 

calculated based on a per share price of $0.39 ($0.52 CAD), consistent with the private placement per share 

proceeds noted below. 

 

The Company completed a private placement of common shares in February and March 2019 whereby 9,856,242 

shares were issued at $0.39 ($0.52 CAD) per share.  In December 2018, the Company received advances of $352,069 

related to subscriptions to purchase the Company’s common shares.  The common shares were issued to the 

subscribers in February 2019 as part of the private placement and are included in outstanding share capital at 

September 30, 2019.    

 

The Company issued 186,290 and 21,661 common shares on April 4, 2019 and May 1, 2019, respectively, through 

the exercise of stock options with an exercise price of $0.004 ($0.006 CAD), resulting in gross proceeds totaling 

$883.  Stock-based compensation expense recognized prior to the exercise of the options totaling $80,162 was 

transferred from contributed surplus to common share capital at September 30, 2019. 

 

(b) Warrants  

In connection with the private placement of common shares, the Company issued Finder’s Warrants in December 

2018 that are exercisable for up to 125,810 common shares of the Company.  The Finder’s Warrants have an exercise 

price of $0.52 CAD per share, expire eighteen months from the date of issuance and had a fair value at the date of 

issuance of $25,227. 

 

 

Number of

shares

Balance at December 31, 2018 53,535,586          

Issued in private placement 9,856,242            

Issued in acquisition of U.S. Targets (note 3) 10,815,157          

Issued in Altitude Reverse Take-over (note 3) 2,197,992            

Exercise of stock options 207,951                

Balance at September 30, 2019 76,612,928          

Weighted average shares outstanding

Three months ended September 30, 2019 68,674,602          

Nine months ended September 30, 2019 64,056,032          
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(c) Stock Options 

The Company has an option plan that grants stock options to officers, employees, directors and certain consultants 

of the Company (the “Option Plan”).  Under the Option Plan a maximum of 10% of the outstanding common shares 

of the Company are available for issue as stock options.  The Company had the following changes in outstanding 

stock options for the nine months ended September 30, 2019. 

 
 

In connection with the Altitude Reverse Take-over described in note 3, the Company exchanged 156,662 fully vested 

stock options outstanding in Altitude for fully vested stock options of the Company.   

  

Weighted

Number of average

options exercise price
(CAD $)

Balance at December 31, 2018 3,626,154      0.12$             

Granted 5,314,000      0.88                

Exchanged in Altitude Reverse Take-over 156,662         1.21                

Exercised (207,951)        0.006             

Cancelled (4,132,827)    0.38                

Balance at September 30, 2019 4,756,038      0.62                

Exercisable

December 31, 2018 998,600         0.22$             

September 30, 2019 3,066,352      0.86$             
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The exercise prices for the options outstanding and exercisable at September 30, 2019 are as follows: 

 
 
The weighted average fair market value per option of approximately $0.33 (CAD) was estimated using the Black-
Scholes option pricing model with the following assumptions: dividend yield – nil, expected volatility 88% to 115%, 
risk free rate – 1.47% to 2.21%, expected life – 2 to 4 years, an estimated forfeiture rate – 5% and utilizing the graded 
option method.   

 

12. FINANCIAL INSTRUMENTS  

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, loan receivable 

(included in other assets), accounts payable, subscriptions received in advance, lease obligations and notes payable.   

 

Fair Value Measurements 

All financial instruments are initially recognized at fair value and subsequently measured at amortized costs except 

for the proceeds due on the sale of Atrum Shares included in accounts receivable which was measured at FVTPL 

with fair value calculated using Level 1 Inputs in the fair value measurement hierarchy (see note 3).  The Atrum 

Shares were sold in May 2019 and the proceeds from the sale were received by the Company in August 2019. 

 

The carrying value of cash and cash equivalents, accounts receivable, loan receivable (included in other assets), 

accounts payable and subscriptions received in advance approximately their value due to the short period to 

maturity of these instruments. 

 

August 2, 2018 385,577               0.006$          3.84 August 2, 2023 385,577               

November 1, 2018 346,586               0.52$             0.23 December 24, 2019 346,586               

November 5, 2018 129,970               0.52$             0.60 May 5, 2020 43,323                 

November 14, 2018 129,970               0.52$             0.62 May 14, 2020 43,323                 

February 14, 2019 173,293               0.52$             2.38 February 14, 2022 -                        

March 12, 2019 303,263               0.52$             2.42 February 28, 2022 -                        

March 12, 2019 81,232                  0.52$             2.25 December 31, 2021 81,321                 

March 12, 2019 303,263               0.52$             2.20 December 12, 2021 151,631               

May 30, 2019 490,000               0.52$             3.67 May 30, 2023 -                        

April 4, 2019 350,000               0.85$             1.51 April 4, 2021 125,000               

January 15, 2019 173,293               0.96$             1.79 July 15, 2021 -                        

March 25, 2019 45,832                  0.96$             1.67 May 30, 2021 45,832                 

February 14, 2019 1,732,929            1.15$             1.38 February 14, 2021 1,732,929           

March 25, 2019 55,832                  1.20$             1.67 May 30, 2021 55,832                 

March 25, 2019 54,998                  1.44$             1.67 May 30, 2021 54,998                 

4,756,038            1.89 3,066,352           

Number 

Exercisable
Date of Grant

Number 

Outstanding

Exercise 

Price (Cdn $)

Weighted Average 

Remaining 

Contractual Life

Expiry Date
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The fair value of lease obligations and notes payable is based on amounts owed to third parties and estimated 

internal borrowing rates (in the case of lease obligations) using current market price indicators which are considered 

Level 2 Inputs in the fair value measurement hierarchy.  

 

Liquidity Risk 
Liquidity risk includes the risk that, as a result of the Company’s operational liquidity requirements: 
 

 The Company will not have sufficient funds to settle a transaction on the due date;  

 The Company will be forced to sell financial assets at a value which is less than what they are worth; or 

 The Company may be unable to settle or recover a financial asset. 
 
The Company’s approach to managing liquidity is to ensure, within reasonable means, sufficient liquidity to meet 
its liabilities when due, under both normal and unusual conditions, without incurring unacceptable losses or 
jeopardizing the Company’s business objectives. The Company prepares annual capital expenditure budgets which 
are monitored regularly and updated as considered necessary.  Store sales are monitored daily to provide current 
cash flow estimates and the Company utilizes authorizations for expenditures on projects to manage capital 
expenditures. Any funding shortfall may be met in a number of ways, including, but not limited to, the issuance of 
new debt or equity instruments or expenditure reductions.  
 
Market Risk 
Market risk is comprised of two components: currency risk and interest rate risk. 

 
i) Foreign Currency Exchange Risk 

The Company operates on an international basis and therefore foreign exchange risk exposures arise from 
transactions denominated in currencies other than the United States Dollar. The Company is exposed to foreign 
currency fluctuations as it holds cash and incurs expenditures in exploration and evaluation and administrative 
costs in foreign currencies. The Company incurs expenditures in Canadian Dollars, United States Dollars and the 
Colombian Peso and is exposed to fluctuations in exchange rates in these currencies. There are no exchange 
rate contracts in place at September 30, 2019 and December 31, 2018. 

 
ii) Interest Risk 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest 
rates. The Company is not currently exposed to interest rate risk as it borrows funds at a fixed coupon rate of 
6% on the promissory notes. 
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13. RELATED PARTY TRANSACTIONS 

The Company’s only related party transactions for the three and nine months ended September 30, 2019, not 

discussed elsewhere in these notes, relates to compensation paid and expenses reimbursed to key management 

personnel.  Key management personnel are persons having authority and responsibility for planning, directing and 

controlling the activities of the Company.  The Company has identified key management personnel as executive 

officers and members of the Board of Directors. 

 

The Company incurred salaries, wages, fees and short-term benefits for these identified key management personnel 

in the nine months ended September 30, 2019 totaling $343,884 (nine months ended September 30, 2018 - $nil) 

which are included as general and administrative expenses in the unaudited condensed consolidated statement of 

operations and comprehensive loss.  In addition, the Company recognized stock-based compensation expense for 

these individuals totaling $495,787 in the nine months ended September 30, 2019 (nine months ended September 

30, 2018 - $nil).  Fees due to the Company’s Board of Directors totaling $31,600 are included in general and 

administrative expenses for the nine month period ended September 30, 2019. 

 

14. SUPPLEMENTAL CASH FLOW INFORMATION 

The following table details interest and income taxes paid, and interest income received during the three and nine 

months ended September 30, 2019: 

 

 
The following table details the changes in operating working capital for the three and nine months ended 
September 30, 2019: 
 

 
 

 

2019 2018 2019 2018

Interest paid 55,269$         -$             102,055$       -$                

Income taxes paid -$               -$             867,033$       -$                

For the three months 

ended September 30,

For the nine months ended 

September 30,

2019 2018 2019 2018

Accounts receivable 537,447$      (4,770)$       413,543$       (4,770)$          

Inventory (464,820)       -               (430,206)        -                   

Bio assets 11,365           -               1,655              -                   

Other current assets (120,454)       (7,070)         (404,845)        (7,070)             

Accounts payable and accrued liabilities 313,731         120,916      558,540          120,916          

Taxes payable (137,673)       -               (137,673)        -                   

Net change in operating working capital 139,596$      109,076$    1,014$            109,076$       

For the three months 

ended September 30,

For the nine months ended 

September 30,
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16. CONTINGENCIES 

The Company’s operations are subject to a variety of local and state regulations.  Failure to comply with one or more 

of those regulations could result in fines or restrictions on its operations and losses of permits that could cause the 

Company to cease operations.  While management believes that the Company is compliant with applicable local 

and state regulations at September 30, 2019, medical and adult use cannabis regulations continue to evolve and are 

subject to differing interpretations.  Accordingly, the Company may be subject to regulatory fines, penalties or 

operating restrictions in the future. 

 
From time to time, the Company may be involved in litigation or has claims sought against it in the normal course 
of business operations.  On November 22, 2019, the Company received communication of a potential litigation claim 
and a proposed settlement amount of $550,000 CAD. The Company is of the view that the potential claim is entirely 
without merit and will vigorously defend any action brought forth. No provision for the potential claim has been 
recorded as at September 30, 2019.  
 
Under the terms of certain agreements and the Company's by-laws the Company indemnifies individuals who have 
acted at the Company's request to be a director and/or officer of the Company, to the extent permitted by law, 
against any and all damages, liabilities, costs, charges or expenses suffered by or incurred by the individuals as a 
result of their service.  

 

17. SUBSEQUENT EVENTS 

Except as disclosed elsewhere in these condensed consolidated financial statements the Company had the following 
subsequent events: 

 

In October 2019, the Company granted 450,000 options with a exercise price of $0.20 (CAD) and October and 

November 2019, 119,985 options with a weighted average exercise price of $0.65 (CAD) expired. 

 


