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CB2 Insights Inc. (“CB2 Insights”, “CB2” or the “Company”) is a publicly traded company, 

incorporated on December 27, 2017 under the Canada Business Corporations Act, with 

its head office located at 5045 Orbitor Drive, Building 11, Suite 300, Mississauga, Ontario, 

Canada, L4W 4Y4. The Company completed a reverse takeover (“RTO”) on February 

27, 2019 (the “Closing Date”) with MVC Technologies Inc. (“MVC”). CB2’s common 

shares trade on the Canadian Securities Exchange (“CSE”) under the symbol “CBII” and 

in the United States on the OTCQB market under the symbol “CBIIF”. MVC Technologies 

Inc. was incorporated under the Ontario Business Corporations Act on November 3, 

2014.

The following management’s discussion and analysis (“MD&A”) of the financial condition 

and results of the operations of MVC Technologies Inc. (the “Company”, “MVC”, 

“we”, “us”, “our”) constitutes management’s review of the factors that affected the 

Company’s financial and operating performance for the year ended December 31, 2019. 

This MD&A was written to comply with the requirements of National Instrument 51-

102 – Continuous Disclosure Obligations. This discussion should be read in conjunction 

with the audited annual financial statements of the Company for the fiscal years ended 

December 31, 2019 and 2018, together with the notes thereto, and the accounting 

policies as described in Note 3 to the financial statements. Results are reported in 

Canadian dollars, unless otherwise noted. The Company’s financial statements and 

the financial information contained in this MD&A are prepared in accordance with 

International Financial Reporting Standards (“IFRS”) as issued by the International 

Accounting Standards Board (“IASB”) and interpretations of the IFRS Interpretations 

Committee (“IFRIC”). In the opinion of management, all adjustments (which consist only 

of normal recurring adjustments) considered necessary for a fair presentation have 

been included. Information contained herein is presented as at June 18, 2020, unless 

otherwise indicated.

For the purposes of preparing this MD&A, management, in conjunction with the Board 

of Directors, considers the materiality of information. Information is considered material 

if: 

 (i) such information results in, or would reasonably be expected to result in, a  

  significant change in the market price or value of CB2’s common shares; 

 (ii)   there is a substantial likelihood that a reasonable investor would  

  consider it important in making an investment decision; or 

 (iii) it would significantly alter the total mix of information available to investors. 

  Management, in conjunction with the Board of Directors, evaluates materiality   

  with reference to all relevant circumstances, including potential market sensitivity. 

INTRODUCTION
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DESCRIPTION OF BUSINESS

OVERVIEW OF CB2 INSIGHTS

CB2 Insights is a healthcare services and technology company, working to positively 

impact patient health outcomes. Our mission to mainstream alternative health 

treatments into traditional healthcare by recognizing the need for patient treatment 

diversity, and the impacts of integrating alternative and conventional medicine. The 

Company works primarily to roster and treat patients who are seeking alternative 

treatments due to the ineffectiveness of conventional medicine and the inability to 

find support through their existing care network, or in some cases, inability to access 

a primary care network due to location or high cost barriers (uninsured). Medical 

services offered by the Company are defined as “Integrative” medicine, where we 

work to understand the real world evidence for the safety, impact and effectiveness of 

medical treatments including plant-based medicines that often lack sufficient research 

and therefore lack adoption by conventional healthcare providers. 

To support patient care and positive health outcomes, the Company is also focused 

on advancing safety and efficacy research surrounding alternative health treatments 

by monitoring and assessing real-world data (RWD) and providing real-world evidence 

(RWE) through our proprietary technology, data analytics, and a full service contract 

research organization. 

The Company’s primary operations are in the United States, with application to its 

insights, technology and research services deployed in other international markets 

including Canada, the United Kingdom and Colombia. 

The Company’s operating model allows patients to receive access to care in a time 

efficient and cost-effective manner. Utilizing virtual telehealth and over 30 physical 

brick and mortar clinics, the Company currently treats over 100,000 patients annually 

across 12 States. Through the use of proprietary technology and data analytic 

platforms, the Company is able to monitor, study and assess a variety of healthcare 

treatments and products, both traditional and non-traditional, for safety, efficacy 

and effectiveness. The Company believes that it is well positioned to be the research 

and technology partner of choice for multiple stakeholders including the global 

pharmaceutical industry, life sciences, regulatory bodies and customers within the 

traditional and integrative medical industry. 

Further information about the Company and its operations can be obtained from the 

offices of the Company or on SEDAR at www.sedar.com.
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The Company was founded in 2014 as an electronic data collection (EDC) and patient 

management platform. Early on, CB2 recognized the gap in the healthcare market to 

support the integration of new treatments that lacked sufficient clinical research, like 

cannabinoid medicines, into the practices of clinicians and the access of treatment 

options for patients. This initially drove the Company to develop a comprehensive 

technology platform, driven by artificial intelligence and machine learning algorithms, 

that healthcare practitioners sought to help integrate cannabinoid-based treatment 

options into routine clinical practice. The Company shifted plans in 2017 to move to 

own a network of clinics as a way to standardize the quality of care and improve 

on the ability to research health outcomes. Between 2017 and 2019, the Company 

acquired 4 clinic groups in the US (Canna Care Docs, Relaxed Clarity, MedEval Clinics 

and New Jersey Alternative Medicine), which enabled the Company to grow both 

organically and by way of acquisition to over 100,000 patients across 12 States on 

an annualized basis. With time and experience, the Company began to recognize 

that patients seeking cannabinoid therapy fell into a larger pool of patients seeking 

integrative medicine. Data from the Company’s own analytic assets as well as external 

research suggested that each of these therapies when combined together, were often 

poorly researched or supported with published clinical evidence. The need was also 

there for patients to have a coordinator, that understood and was open to supporting 

patients across both conventional and integrative treatments. Patients were seeking 

support from the Company’s healthcare providers for care coordination that was not 

within the primary scope of our first-generation services. Subsequently by the end 

of 2019, the Company recognized the need to bridge the gap between conventional 

and alternative medicine. This led to the establishment of Skylight Health Group, its 

integrated brand of offerings that leverages its existing infrastructure of practitioners, 

clinics, telehealth services and patients and focuses on insurable and non-insurable 

services for patients seeking affordable and accessible healthcare options, combining 

both conventional and complementary medicine. 

In 2019, the Company was focussed on successfully executing its business objectives. 

By way of acquisitions, the Company was able to validate its size and scale and was 

able to bring significant economies of scale to these operations. Acquiring these 

clinical assets at less than 1x revenue, the Company was able to demonstrate that 

each of these assets was able to become profitable and increase revenue from same 

service growth organically over the first 12 months since being acquired. Further, each 

acquisition led to further economies of scale, which the Company believes has enabled 

it to reach a cost structure that can support profitability into 2020 on a consolidated 

basis. Subsequent events in 2020, on an unaudited basis has proven the Company 

was able to reach profitability in Q2. The Company believes that the infrastructure 

that it developed and enhanced in 2019, will enable the Company to grow organically 

in same-service revenue, introduce new services to its existing patient base, and seek 

new growth through acquisitions, driving the future growth of patients, services and 

financial metrics. 
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BUSINESS MODEL

The Company’s business model is primarily driven through its clinical operations that 

offer medical services to patients in the US through virtual and physical care at over 

30 brick and mortar clinics in 12 States. During 2019, the Company was able to begin 

validating its technology and contract research services, which generated incremental 

revenue by the end of 2019, and are expected to grow incrementally throughout 

2020. The Company differentiates itself by being one of the largest integrative 

medical practices in the US that owns its own proprietary technology and data 

analytical assets, and clinical research expertise to support new market expansion, 

market access, data collection and analysis and drug discovery. CB2 Insights now 

operates and offers services in three vertical markets: medical services, technology & 

data analytics, and contract research and development services. Each vertical market 

is autonomous but works in tandem with the others. The Company’s suite of services 

that enable patient access, proprietary technology and consulting services to bring 

about a comprehensive solution. 

CLINICAL OPERATIONS: Access to patient centred integrative healthcare services. 
Operating as Skylight Health Group (“SHG”), through the Company’s subsidiaries 

Canna Care Docs, MedEval Clinics LLC, Relaxed Clarity, and New Jersey Alternative 

Medicine, the Company’s clinical operations span across more than a dozen states in 

the US and serve approximately 100,000 unique patients annually. 

In 2019, The Company increased its clinical footprint in the US through the acquisition 

of MedEval, Relaxed Clarity and New Jersey Alternative Medicine. As a result of 

these acquisitions, the Company now operates over 30 locations across 12 States, 

services over 100,000 patients, and is one of the largest medical services in the US to 

specialize in medical cannabis certifications. The Company had set a plan at the onset 

of 2019, to focus on growth through acquisition, and organic growth of its existing 

brand Canna Care Docs. The Company believed that through acquisition, access to 

new markets would not only be faster and cheaper, but also enable the Company to 

realize significant economies of scale, that would improve on the overall profitability 

margin of the business. 

The Company was able to validate its thesis with each acquisition, which added 

immediate revenue and profitability, and were accretive to the Company’s growth. The 

Company was able to realize improvements in profitability of each acquisition, by way 

of economies of scale, and on a consolidated basis, reach a cost structure that the 

Company’s management believes will support profitability by Q2 of 2020. 

The Company has set its growth target for 2020 based on projected revenues from 

three primary sources: growth in same service revenue; growth in new services to the 

Company’s existing patient base; and growth through acquisition. With an improved 

business model, the Company’s management expects to achieve an improved revenue 
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and profitability outcome in 2020, and continued validation for its growth trajectory 

into coming years.

Growth through new revenue was identified as an opportunity in 2019, when Company 

recognized through its operations, that patients who came seeking medical cannabis 

as an alternative to their conventional treatments, also showed a strong need for a 

health care coordinator to support other aspects of their care, and specifically with 

respect to the integration of new medicines like medical cannabis alongside their 

current treatments. Patients often found it difficult to have their exiting care provider 

be open to new treatments, or in many cases, uninsured patients were unable to 

seek access to care due to the high cost of healthcare in the US. Thus, the Company 

saw the opportunity to further support its patients by offering services that would 

complement its medical cannabis certification business. This would both increase 

the growth of new patients, but also the per-patient revenue currently recognized. 

Skylight Health Group was created at the end of 2019 and subsequently launched in 

2020, to house and consolidate the healthcare services offered by the Company into 

one integrative health brand. 

TECHNOLOGY & DATA ANALYTICS: Making positive impacts to health outcomes 
through informed data driven insights. Since 2014, the Company has designed, 

developed and acquired secure and compliant proprietary technology and digital 

assets which specialize in monitoring, assessing and evaluating patient treatment plans 

at the point of care. The technology has also enabled the Company to standardize 

the quality of care throughout the patient lifecycle, both within its clinical operations 

and on behalf of other groups – generally in markets outside of the US – in order to 

access real world data (RWD) related to treatments such as cannabinoid therapy for 

its efficacy, treatment interactions and other key quality determinants for health. 

The Company’s primary technology platform, Sail is a proprietary electronic database 

management and patient record platform designed to standardize and optimize the 

workflows and management of the Company’s wholly-owned clinical operations. The 

system incorporates a series of tools which allows practitioners and other clinical staff 

to schedule appointments, manage patient files, evaluate patients for cannabinoid 

therapy and where necessary, create the required documents to submit to regulatory 

bodies on behalf of patients. The technology was also built to support virtual consults, 

which subsequently in 2020 during the COVID-19 pandemic, was launched and 

successfully supported the transition of care for 100,000 patients in its network. 

The inputs which sit at the point of care, enable the monitoring of comprehensive 

data related to the patient’s medical history, indications and symptoms, previous 

treatments, clinical outcomes, among other things.

Additional technology solutions include patient input tools used for tracking of patient 

outcomes, product purchases and other key data metrics that support the Company’s 
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overarching goal to study the safety and efficacy of treatment. The Company’s patient 

portal, which allows its patients to take control of their healthcare, also establishes a 

relationship between the clinic and the patient, to support the post-monitoring efforts 

of the patient while on the recommended treatment plan. This transparency provides 

the patient access to insights that enables them to make more informed healthcare 

decisions.

In 2019, the Company was focused on building and launching its digital assets into 

its wholly-owned clinics in the US, as well as validating its use with third party clinics, 

research organizations and industry stakeholders, who were seeking a more validated 

tool to standardize and improve the collection, analysis and insight generation 

from anonymized data. Over the 2019 year, through its wholly-owned clinics, the 

Company was able to analyze treatment outcomes from over 60,000 patient visits. 

Subsequent to year-end, the Company developed and released the industry’s first 

insights dashboard available for free on the Company’s website www.cb2insights.

com/data. With contracts with new customers in Canada, UK and Colombia, in 2019, 

the Company was able to validate the early adoption of its technology platforms. 

The Company believes that the value in this technology will be recognized in the 

coming years as access to these insights and ability to generate new insights from its 

databank will come at a significant premium as it has in other verticals of healthcare. 

CONTRACT RESEARCH AND DEVELOPMENT- Expedited access to CB2’s patient 
registry. The challenging aspect of a trial comes from patient and clinical site 

recruitment. This is the most common reasons why trials get delayed and become 

extremely costly. CB2 Insights has amassed one of the industry’s largest patient 

registries seeking out and using integrative treatments, conventional medications and 

alternative plant-based medicines. This allows our partners to have immediate access 

to our patients’ databases for a more time efficient and cost-effective approach. 

Our team has extensive experience in providing CRO services to allow us to offer a 

turnkey solution across all phases of drug development including randomized control, 

pragmatic and post-marketing clinical trials. Our services are designed to identify and 

support clinical trial data through the generation of safety and efficacy claims from 

RWE. CB2 Insights may leverage any combination of its technology, patient registry 

and/or industry knowledge to support large-scale projects that focus on studying 

integrative therapies in various markets. 

The Company’s research and development team can work to support internal 

research departments and organizations to complement the services offered, or act 

as a full service CRO providing support from feasibility studies, clinical trial designs, 

regulatory and drug applications, protocol development and Ethics/IRB approval, 

patient clinical site recruitment, site monitoring and adverse events reporting, medical 

writing and publication submission.
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In 2019, the Company began putting together members of its CRO primarily driven by 

the need to fill missing capacity within its target customers. It recognized that with the 

expertise in-house, it would further validate its technology adoption by customers also 

seeking the services of a CRO. With limited investment, the Company was able to validate 

its thesis as projects executed in 2019 required both the technology and the CRO services 

to be effectively contracted and delivered. Although a small part of its revenue in 2019, 

the Company believes this service will be paramount to future projects. The CRO services 

also serve an important internal function. With analytics of its treatment and outcome 

data from wholly owned clinics, the Company will be looking to publish these findings in 

medical journals to help advance the understanding and adoption of new therapies and 

treatments. The Company also sees opportunities in 2020 to support complementary trials 

in the US that are in need of patients for recruitment. The Company is involved actively in 

2020 in multiple discussions with research organizations and industry stakeholders in the 

SEGMENTATION

HIGHLIGHTS

The Company’s current revenue is generated predominantly through its clinical 

operations by way of medical services. In 2019, medical services were categorized as 

uninsured medical services. In 2020, the Company expects to expand by also offering 

insurable services in a single consolidated medical services operating segment. 

The Company also derives a small but growing segment of revenue from projects in 

its Technology & Data Analytics division as well as its Contract and Research division. 

While both divisions are new, the Company expects growth in these areas as the 

Company’s offerings and the industry mature over the coming years. 

The following are key Operational Highlights of the Company during the year ended 

December 31, 2019:

Financing

Raised gross proceeds of $187,499 in a private placement

On January 17, 2019, the Company completed a private placement financing with 

the issuance of an aggregate of 374,998 units at a price of $0.50 per unit for gross 

proceeds of $187,499. Each unit consists of one common share and one-half common 

share purchase warrant. An aggregate of 187,499 warrants were issued with each 
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whole warrant exercisable to purchase one common share of the Company at a price 

of $0.80 for a period of three years from the date of issuance.

Granted 485,000 options to employees, directors and consultants

On January 23, 2019, the Company granted an aggregate of 485,000 options to 

employees, directors and consultants. These options are exercisable over a period 

of 1-5 years from the date of grant with exercise prices ranging from $0.44-$0.50, 

vesting over 4 years for employees and immediately for directors and consultants.

Raised gross proceeds of $5.74 million in a private placement

On February 22, 2019, the Company completed a non-brokered private placement 

for gross proceeds of $5.74 million. During January and February 2019, the Company 

closed four tranches of a private placement financing of subscription receipts with 

the issuance of 4,758,340 subscription receipt units for gross proceeds of $2,379,170. 

Each subscription receipt unit automatically converted into one common share and 

one-half common share purchase warrant. An aggregate of 4,758,340 common shares 

and 2,379,170 warrants were issued on conversion of the subscription receipt units, 

with each whole warrant exercisable to purchase one common share of the Company 

at a price of $0.80 for a period of three (3) years from the date of issuance. The 

Company also issued 26,040 broker warrants in combination with the closing of the 

subscription receipt unit financing. Each broker warrant entitles the holder to purchase 

one subscription receipt unit at a price of $0.50 for a period of three (3) years, with 

each whole warrant exercisable to purchase one common share of the Company at a 

price of $0.80 for a period of three (3) years from the date of issuance. In relation to 

the 2019 private placements, the Company paid cash issuance costs of $23,730.

Conversion of Convertible Debt

On March 5, 2019, $959,000 principal amount debentures, plus accrued interest of 

$84,632, were converted into 7,594,547 shares of CB2. The total amount of shares 

includes a 10% penalty multiplier, as the Company was unable to complete a going 

public transaction by the conversion date as stipulated in the debenture agreement.

Raised $600,000 USD through a Promissory Note

On June 24, 2019, the Company entered into an agreement with Merida Capital 

Partners II LP whereby the terms of the promissory note dated December 20, 2018 

issued by the Company were amended, an additional amount of US$600,000 was 

advanced to the Company and the Promissory Note balance was increased from 

US$2,400,000 to US$3,000,000. All accrued unpaid interest payable to Merida 

Capital on June 24, 2019 pursuant to the Original Note was paid through the issuance 

of 1,219,520 common shares of the Company.
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Acquisitions

Acquisition of MedEval Clinic LLC (“MedEval”)

On March 5, 2019, the Company entered into a binding agreement to acquire the 

assets of MedEval Clinic LLC, a medical cannabis evaluation and education center 

group with multiple locations in Colorado and Arizona. The total consideration was 

US$150,000 cash and the issuance of 450,000 common shares, subject to a hold 

period of 4 months from issuance and contingent consideration payable in shares 

upon completion of milestones of the number of patients certified. On April 9, 2019, 

the Company completed the acquisition of MedEval Clinic LLC.

Acquisition of Rae of Sunshine Health Services (“ROSH”)

On April 4, 2019, the Company acquired the assets of Colorado-based medical 

cannabis clinic group Rae of Sunshine Health Services (“ROSH”) LLC, operating 

as “Relaxed Clarity” for a cash payment of US$200,000, issuance of 500,000 

common shares, subject to a hold period of 4 months from issuance and contingent 

consideration payable in cash and shares upon completion of milestones of the 

number of patients certified.

Acquisition of New Jersey Alternative Medicine LLC (“NJAM”)

On June 14, 2019, the Company entered into a binding agreement for the purchase 

of 100% of the patient list of New Jersey Alternative Medicine LLC (NJAM), a medical 

cannabis evaluation and education center group with multiple locations in New Jersey 

under an earn-out arrangement with no cash or other consideration payable on 

closing date. Under the terms of the agreement, an amount equal to 25% of the visit 

fees charged to NJAM’s existing patients during the 13 month period from the closing 

date would be paid in cash and a number of common shares of the Company would 

be issued that is equal to such cash amount divided by the 10-day volume weighted 

average trading price of the Company’s shares on the Canadian Securities Exchange 

(the “CSE”) at the time of issuance. On June 25, 2019, the Company announced it 

would take over all patient care for New Jersey Alternative Medicine LLC as of July 1, 

2019.

Acquisition of Rae of Sunshine Health Services (“ROSH”)

On September 28, 2019, the Company granted ROSH, operating as “Relaxed Clarity” 

900,380 common shares in relation the milestone incentive payments. Subsequent 

to the date of the consolidated financial statements, Relaxed Clarity has achieved its 

milestone and outperformed initial estimates.
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Corporate Highlights

Reverse Takeover 

On March 1, 2019, the Company completed a reverse take-over transaction with MVC 

Technologies Inc. and Canada Corp. 10557404.

Commenced trading on the Canadian Securities Exchange 

On March 6, 2019, the Company commenced trading on the CSE under the symbol 

“CBII”

Commenced trading on the OTCQB markets

On May 17, 2019, the Company commenced trading in the US on the OTCQB market 

under the symbol “CBIIF”.

Governance

On May 2, 2019, the Company appointed Marc Adelson, Deputy Chief Legal Officer 

at New York based Teladoc Inc. (NYSE:TDOC) as a director of the Company. The 

Company also named David Danziger as Chairman of the Board. Mr. Danziger 

resigned as a director in January 2020.

On July 31, 2019, the Company appointed Peter Cummings to CB2’s Board of 

Directors. Mr. Cummings was the former pharmaceutical executive with Johnson and 

Johnson and Pfizer. 

On August 1, 2019, the Company appointed Gerry Goldberg to CB2’s Board of 

Directors. 

During January 2020, Mr. Gerry Goldberg and Mr. David Danziger resigned as 

directors to pursue other opportunities. 

On January 29, 2020, the Company appointed Tom Brogan, as an independent 

director to CB2’s Board of Directors. Mr. Brogan is currently the CEO and Chairman 

at Vestrum Health, an electronic healthcare record data company which delivers 

information systems to pharmaceutical manufacturers, physician practices and other 

healthcare stakeholders. On the same day, the Company also appointed Norton 

Singhavon Interim Chairman of the Board and the Audit Committee.

Management Discussion and Analysis  
For the year ended December 31, 2019 and 2018 
Dated: June 18, 2020 
(Expressed in Canadian dollars)



/4212Copyright © 2020 CB2 Insights. All Rights Reserved. cb2insights.com

Technology, Data and CRO Contracts 

Technology partnership with Premier Health Group (PHG)

On March 27, 2019, the Company signed an agreement with Premier Health Group 

(PHG) to integrate its Clinical Decision Support System into PHG’s Electronic Medical 

Records platform to provide more than 4,600 physicians with a cannabis-specific tool 

to be used at the point-of-care to assess treatment options for patients.

Selected as an Exclusive Technology and Research platform for Drug Science

On July 18, 2019, the Company was selected as the exclusive research technology 

platform for the UK’s largest medical cannabis pilot program led by Drug Science. 

The program aims to enroll 20,000 patients and will use the Company’s technology 

platform to collect and assess data related to the safety, efficacy and other health 

outcome measures.

Licensing agreement with MyAccess Clinics (“MAC”)

On September 19, 2019, the Company entered into a licensing agreement with 

MyAccess Clinics. MAC will be using CB2’s Electronic Data Capture (EDC) software 

to manage patient data within its growing medical clinics in the U.K. MAC is a wholly-

owned subsidiary of a leading global medical cannabis company, Althea Group 

Holdings Ltd. (ASX:AGH)

Technology and Research Partnership with Vivo Cannabis (“Vivo”)

On October 29, 2019, the Company entered into a technology and research 

partnership with Vivo Cannabis to focus on implementing a medical product 

development strategy for Vivo’s global medical cannabis offering, utilizing CB2 

Insights’ leading technology platform, Sail, and research capabilities. The joint venture 

will aim to increase the collection of real word data to assist health care stakeholders 

in making informed decisions on new cannabis-based treatments for patients.

Expansion of Technology Reach into Colombia

On September 3, 2019, the Company announced the appointment of Medical Director, 

Dr. Paola Cubillos, MD in Colombia. Dr. Cubillos will oversee the physician network in 

the country and work to integrate CB2 Insights’ technology assets into the region. 

Colombia represents one of the largest opportunities across the globe with high 

patient and physician sentiment on the future of cannabinoid therapy, however, the 

country currently lacks the tools required to advance usage within the market. CB2 will 

look to fill that market gap over the coming quarters.
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FINANCIAL HIGHLIGHTS

The following are the major financial highlights of CB2’s operating results for the year 

ended December 31, 2019 compared to year ended December 31, 2018:

• Revenues were $13.4 million for the year, compared to $10.7 million, an increase of 

25.2%; 

•  Gross profit was, $9.3 million for the year, compared to $7.9 million, an increase of 

17.7%;

•  Operating expenses were $18.6 million for the year, compared to $10.8 million, an 

increase of 72.2%, primarily due to non-cash and one-off expenses amounting to 

$6.5 million;

•  Impairment expense amounting to $3.6 million booked during the year, compared 

to $nil;

•  Net loss of $10.9 million, compared to $3.7 million; and

•  Adjusted EBITDA
1
  loss of $2.8 million, compared to an adjusted EBITDA loss of 

$1.9 million.

HIGHLIGHTS SUBSEQUENT TO THE YEAR ENDED DECEMBER 31, 2019

•  In January 2020, the Company was selected by Vireo Health to support an 

application with the US FDA for a study on the safety and efficacy of cannabis-

based topical treatments developed by Vireo Health. This project defines further 

validation of the expertise and offering of the Company within its technology and 

research divisions. Reference: https://cb2insights.com/news/article/1059

•  In January 2020, the Company appointed Tom Brogan as an independent 

Director replacing outgoing Directors, David Danziger and Gerry Goldberg. Mr. 

Brogan brings over 40 years of experience in aggregating anonymized healthcare 

data to create insights to support pharmaceutical companies and use in health 

economic studies. Mr. Brogan was the founder of Brogan Consulting, which was 

acquired by IMS in 2010, now IQVIA, one of the world’s largest Contract Research 

Organizations (CROs), following which Mr. Brogan continued on with the company 

as Vice President of Global Oncology at IMS Health. Reference: https://cb2insights.

com/news/article/1068

•  In March 2020, the Company launched the Industry’s first Medical Cannabis 

Insights Dashboard. This tool bringing real-world evidence driven from the point-

of-care to the medical cannabis community, has launched the medical cannabis 

1.  Adjusted EBITDA is defined as earnings before interest, tax, depreciation and 
amortization, adjusted by significant one off, non-operational expenses and partially 
offset by the cash impact of certain accounting treatments during the period.
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industry’s first interactive dashboard which gives any industry stakeholders 

access to key patient insights derived from the Company’s clinical operations. 

The tool (link: https://cb2insights.ca/data) is free to use and was created in order 

to answer hundreds of inbound questions from global industry stakeholders 

including government agencies and major research groups.  The dashboard 

also allows users to submit additional data requests directly to the Company’s 

research and data team. Reference: https://cb2insights.com/news/article/1072

•  In April 2020, the Company launched Skylight Health Group (“SHG”) as part of its 

clinical operations in the United States. SHG will immediately provide a range of 

integrated health services from primary medical care, to consultative specialist 

care, alternative health, wellness and multi-disciplinary services and products to 

its patient population. SHG services are reimbursable in accordance with the rules, 

regulations and requirements by the Centers for Medicare and Medicaid Services 

(“CMS”), as well as other private health insurers within each operating state 

where its physicians, practitioners and patients will be able to enjoy the benefits 

of an expanded service offering. The primary focus of the SHG will be to provide 

a broad array of primary and alternative healthcare services including family/

specialty medicine and interdisciplinary services focusing on comprehensive care, 

chronic disease management and health promotion/education. Reference: https://

cb2insights.com/news/article/1075

•  In April 2020, The Company qualified for relief funds in the United States due to 

the COVID-19 Pandemic. Total funds of USD $652,500 were received to support 

payroll and rent relief efforts. The Company expects that 100% of this loan will 

be forgiven. As such, the principal will not need to be repaid and there will be no 

interest charges. The funds used as part of the guidelines, enabled the Company 

to regain control post initiation of COVID-19 where the Company saw significant 

impact to its brick-and-mortar services. Subsequent efforts to transition to 

telehealth showed to be successful and the funds enabled the Company to rebuild 

on profitable operations and establish a new bank balance of approximately CAD 

$1 million. 

•  In April 2020, the Company announced unaudited profitability in April. On an 

unaudited basis, the Company has seen positive EBITDA
2
  for April 2020. Amidst 

the COVID-19 pandemic, the Company continues to work hard to prioritize 

achieving full profitability. This will allow the Company to strengthen its cash 

balance and remove all reliance on external capital for activities beyond strategic 

initiatives. The Company intends to use cash derived from operations to support 

current and new projects. The Company also realized profitability in May 2020 as 

well. Reference: https://cb2insights.com/news/article/1077 

•  In June 2020, the Company entered into an amended and restated promissory 

Management Discussion and Analysis  
For the year ended December 31, 2019 and 2018 
Dated: June 18, 2020 
(Expressed in Canadian dollars)

2. EBITDA is defined as earnings before interest, tax, depreciation and amortization.
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note (the “Amended Note”), which amends the terms of a promissory note 

originally issued by the Company on December 20, 2018 and amended on June 

2019. Under the terms of the Amended Note, the principal amount of USD $3 

million will become payable on December 24, 2022 (previously due December 

24, 2020), carry an annual interest rate of 8% (previously 12%), payable, at 

the Company’s option, either in cash or in common shares of the Company. If 

interest is paid in common shares, the number of shares will be calculated at a 

price per share equal to a 10% discount to the 30-day volume-weighted average 

trading price of the Company’s common shares on the CSE. Additionally, if at 

any time prior to the maturity date, the closing price of the Company’s common 

shares on the CSE is equal to or greater than CAD $0.30 for 20 consecutive 

trading days, then the outstanding amounts owed under the Amended Note 

will be converted into that number of common shares obtained by dividing (A) 

the Canadian dollar equivalent of the sum of (i) the principal amount of USD $3 

million and (ii) the unpaid accrued interest owing up to the conversion date, by 

(B) the volume-weighted average closing price of the Company’s common shares 

on the CSE during such 20 consecutive trading day period, less a discount of 

10%. The Amended Note is effective as of April 1, 2020. As consideration for the 

amendments, the Company issued warrants entitling the holder to purchase up 

to 3 million common shares at an exercise price of CAD $0.14 per common share 

during the period commencing on the first anniversary of date of issuance of the 

The accompanying financial statements have been prepared on the basis of 

accounting principles applicable to a going concern, which assumes the realization 

of assets and settlement of liabilities in the normal course of business. Accordingly, 

they do not give effect to adjustments that would be necessary should the Company 

be unable to continue as a going concern and therefore be required to realize its 

assets and liquidate its liabilities and commitments in other than the normal course 

of business and at amounts different from those in the accompanying financial 

statements. Such adjustments could be material.

Over the past five years, the Company has focused on building clinical, technology 

and research assets to support the global cannabinoid industry. It has also built 

organically and by way of acquisition, one of the largest networks of clinics in the US 

specialized in medical cannabis and one of the largest patient registries of its kind 

with over 100,000 patients. The Company was able to validate several key metrics in 

2019: the ability to bring accretive revenue and profit with each acquisition, recognize 

an operating structure that could lead to profitability in 2020 by way of economies 

of scale, optimize technology to monitor, assess and study health and treatment 

Management Discussion and Analysis  
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outcomes, and build an infrastructure that could enable significant growth in the 

coming years. The Company achieved its business plan, while ensuring growth in 

revenue and key performance metrics. Looking into 2020, the Company believes it is 

well positioned to see growth in three key areas: same service growth, new services, 

and growth through acquisition. Further the Company believes it is in a position 

to pilot and launch several new technology and digital assets that will support a 

multitude of stakeholders globally in the understanding and application of insights at 

the point of care, drug discover and drug commercialization. 

With the acquisitions of Canna Care Docs, MedEval clinic LLC, Relaxed Clarity and 

New Jersey Alternatives medicine (all are now operated under the Canna Care Docs 

brand) clinical operations as well as advancement in its own proprietary technology 

platforms, all brands within the CB2 Insights business have opportunities for near-term 

growth moving forward. 

CB2 Insights currently has over 30 clinical locations in 12 states and employs a clinical 

team of more than 150 clinical staff and medical professionals. With over 100,000 

patients seen a year and over 500,000 patients evaluated since 2013. The Company 

expects to achieve strong same service growth in existing markets and potentially in 

certain new markets in US States that introduce new medical cannabis legislation. The 

Company also anticipates same service growth as existing and new markets enable 

access to care via telehealth in addition to brick-and mortar services. The Company’s 

technology has been developed to support this need and is expected to contribute to 

growth within this sector. 

Through 2019, the Company also recognized that patients were not only seeking 

medical cannabis certifications, but also support in existing and new alternative and 

conventional treatments. Many patients who have an existing primary care provider 

or coordinator, often approach the Company’s providers suggesting that they were 

unwilling or open to discussing alternative treatments. Patients outlined the need for 

our services, to expand and support their other healthcare treatments. Patients also 

were found to be unable to access traditional healthcare pathways due to cost. With 

over 18% of the US population uninsured, and an average cost $6,000 per year for 

an individual to have access to healthcare, many Americans often go without proper 

healthcare support. The Company sees both of these drivers, as an opportunity for 

growth in 2020 into new services under both uninsured and insurable services with 

the launch of its SHG brand in 2020. The CMS, is expected to reach $6 trillion by 2027, 

according to a report on National Health Expenditures by the CMS. This illustrates 

strong support for future healthcare funding of which the Company expects to benefit 

from by provisioning qualifying services to its growing patient base. 

In 2020, the Company intends to focus on evaluating and, if deemed beneficial, 

completing strategic and accretive clinical acquisitions. With the launch of SHG, the 

Company also expects to focus on acquiring traditional healthcare practices, which 
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are often found at lower premiums, and offer the opportunity to advance and accelerate 

all services offered by the Company. The Company plans to only seek acquisition targets 

that bring immediate revenue and profitability recognition. 

Additional focus is expected to be in the development of business intelligence and other 

analytics tools to be used within and outside the cannabis industry. Through Preliminary 

conversations with regulatory bodies, researchers and pharmaceutical companies, the 

Company has identified a market opportunity to design and develop these data tools to 

be commercialized to advance the understanding of treatments and therapies globally. 

These tools are intended to be used to assist in regulation efforts, drug research and 

development, drug commercialization and other critical areas of the healthcare space. 

The Company has validated the use of its technology at the point of care by industry 

stakeholders in 2019, and will look to further grow adoption by new customers in 2020. 

In 2020, the Company launched the industry’s first insights dashboard for free on 

its website www.cb2insights.com/data. The Company will continue to work with 

potential customer groups, to further define and create products that it can expect to 

commercialize on a software as a service based revenue stream. 

The industry is at an inflection point within the drug discovery, development and 

commercialization phases. Pharmaceutical companies can take several years to introduce 

a new drug molecule to market, and can invest billions in research and development 

with a low probability of success. To shorten the drug development cycles, pharma 

research centers need a clear insight on treatment options that work in a wide population 

compared to few patient pools in clinical trials. The use of real-world evidence (RWE) 

insights is thus found increasing as pharma and biotech companies realize that RWE can 

be important in drug development and life-cycle management and also increase efficiency 

in innovation and cost of clinical trials. CB2 intends to position itself as a critical piece of 

supporting the industry in that advancement. Clinical trial management and technology 

licensing benefit from a higher margin than traditional clinical management. As such, 

the Company expects that growth within these verticals will continue to add to the 

improvement in overall profitability and growth to the business.
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Summary of Quarterly Results:

Selected Annual Financial Information

The following is selected financial data derived from the audited consolidated financial 

statements of the Company at December 31, 2019, 2018 and 2017 and for the years 

ended December 31, 2019, 2018 and 2017.
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Revenue

The Company’s revenue was $13,423,747, $10,768,011 and $280,059 during the years 

ended December 31, 2019, 2018 and 2017, respectively. Revenue for the year ended 

December 31, 2019 consisted of software licensing fee from the Canadian operations 

amounting to $35,534 (2018: $28,366, 2017: $44,101), Contract research revenue from 

the Canadian operations amounting to $110,138 (2018 and 2017: $nil) and clinic revenue 

from the US clinical operations amounting to $13,278,075 (2018: $10,739,645, 2017: 

$235,958). 

Revenue increased in the year ended December 31, 2019 is a result of the acquisition 

of MedEval, ROSH and NJAM during the year. Revenue increased in the year ended 

December 31, 2018 as a result of acquisition of CCD in December 2017 and the 

consolidation of CCD revenue for the entire year 2018.

Cost of sales

Cost of sales during the years ended December 31, 2019, 2018 and 2017 totaled 

$4,100,672, $2,862,749 and $61,349, respectively. The cost of sales increase for the 

year ended December 31, 2019 and 2018 is in line with the increase in revenues. Cost 

of sales pertains directly to the US clinical operations and comprises service fees paid 

to doctors and nurse practitioners. Increase in Cost of Sales was due to acquisitions 

made during the year. Subsequently scaled back and optimized schedules and use of 

telehealth to expect improved margins in 2020

Operating expenses

Operating expenses during the years ended December 31, 2019, 2018 and 2017 

totaled $18,607,626, $10,777,297 and $1,498,337, respectively. 

Operating expenses for the US and Canadian operations during the year ended 

December 31, 2019 were $11,749,473 and $6,594,378, respectively. Operating 

expenses for the US and Canadian operations during the year ended December 31, 

2018 were $6,522,212 and $4,255,085, respectively. Operating expenses for the US 

and Canadian operations during the year ended December 31, 2017 were $143,305 

and $1,355,032, respectively.

Operating expenses increased for the year ended December 31, 2019 primarily as a 

result of non-cash impairment losses amounting to $3,607,499 booked during the 

year, together with increased operational cost due to acquisitions of MedEval, ROSH 

and NJAM. Operating expenses increased for the year ended December 31, 2018 

primarily as a result of the acquisition of CCD and consolidation of results for the 

entire year 2018. The increase of operating expenses on the Canadian side is due to 

costs associated with developing and scaling the Company’s business lines.
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Operating expenses during the year ended December 31, 2019 primarily comprised 

salaries and wages on technology, clinical staff and support infrastructure including 

the call center, accounting and management amounting to $6,377,687 (2018: 

$4,876,240, 2017: $549,522), office and administration expenses amounting to 

$1,836,397 (2018: $1,674,768, 2017: $129,534), professional fees amounting to 

$1,851,168 (2018: $994,809, 2017: $211,346), marketing and business development 

expenses amounting to $1,057,861 (2018: $916,445, 2017: $14,708), share based 

compensation amounting to $1,120,813 (2018: $546,446, 2017: $387,943) and 

depreciation and amortization amounting to $2,257,560 (2018: $1,005,549, 2017: 

$171,677). The Company was committed in 2019 to reduce operating expenses 

realized through efficiencies in technology and economies of scale including those 

realized from the new acquisitions. The Company brought the operating expenses to 

a level by the end of 2019 that would expect to see profitability in 2020 on same year 

sales numbers.

Net Loss

The Company recorded net losses before income taxes of $10,862,942, $3,773,357 

and $1,249,275 during the years ended December 31, 2019, 2018 and 2017, 

respectively. Increased loss in 2019 was a result of higher professional fees pertaining 

to the company’s “going public” process, higher depreciation and amortization 

on the company’s intangible assets, impairment losses booked on the company’s 

intangible assets, and the reverse takeover transaction cost booked during the year. 

Increased loss in 2018 was a result of costs associated with developing and scaling the 

Company’s business lines and significant one-off legal, professional and accounting 

costs amounting to approximately $415,000 relating to the public listing process. 

Adjusted EBITDA loss during the year ended December 31, 2019 was $2,768,258. The 

Company does not expect these costs to repeat in 2020. Subsequent to the year 

ended December 31, 2019, the Company realized profitability on an unaudited basis in 

April and May of 2020. 

The net loss for the year ended December 31, 2019 consisted of (i) revenue of 

$13,423,747 and (ii) cost of sales of $4,100,672 which result in a gross profit of 

$9,323,075; (iii) operating expenses of $18,607,626 which resulted in a loss from 

operations of $9,284,551; (iv) financing and other expenses $1,578,391 which comprise 

reverse takeover costs of $807,995, change in fair value of financial instruments of 

$429,338, accretion on lease liabilities of $212,315, foreign exchange loss of $266,422 

and accretion of convertible debentures of $28,632 resulting in a net loss before 

income tax of $10,862,942; and (v) income tax expense of $111,510 resulting in net loss 

of $10,974,452.

The net loss for the year ended December 31, 2018 consisted of (i) revenue of 

$10,768,011 and (ii) cost of sales of $2,862,749 which resulted in a gross profit of 

$7,905,262; (iii) operating expenses of $10,777,297 which resulted in a loss from 
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operations of $2,872,035; (iv) financing expenses $901,322 which comprise interest 

and bank charges of $249,308, foreign exchange loss of $302,151 and accretion of 

convertible notes of $349,863 resulting in a net loss before income tax of $3,773,357; 

and (v) income tax recovery of $116,613 resulting in net loss of $3,656,744.

The net loss for the year ended December 31, 2017 consisted of (i) revenue of 

$280,059 (ii) cost of sales of $61,349 which resulted in a gross profit of $218,710; 

(iii) operating expenses of $1,498,337 which resulted in a loss from operations of 

$1,279,627; (iv) financing expenses ($30,352) which comprise interest and bank 

charges recovery of $2,067, foreign exchange gain of $91,233 and accretion 

of convertible notes of $62,948 and resulted in a net loss before income tax of 

$1,249,275; and (v) income tax expense of $7,628 resulting in net loss of $1,256,903.

Q4 2019 Results

The Company’s revenue was $3,123,777 and $2,449,020 during the three months 

ended December 31, 2019 and 2018, respectively - a year over year growth of 27.6%. 

Revenue in Q4 and Q1 is typically lower than Q2 or Q3 due to the normal trend of 

patient volume. Historically, patient visits are lower in these two quarters due to many 

reasons including the cost of such services which today are uninsured. Revenue for 

the three months ended December 31, 2019 consisted of software licensing fees 

amounting to $12,694 (2018: $6,495), contract research solutions fees amounting to 

$77,938 (2018: $nil) and clinic revenue amounting to $3,033,145 (2018: $2,442,525). 

Cost of sales during the three months ended December 31, 2019 and 2018 totaled 

$1,051,418 and $748,514, respectively. The increase in revenue and cost in comparison 

to Q4 2018 is due to new acquisitions during the year. 

Operating expenses during the three months ended December 31, 2019 and 2018 

totaled $7,954,868 and $3,658,269, respectively. Operating expenses increased for 

the three months ended December 31, 2019 as a result of impairment losses booked 

on the company’s intangible assets. Operating expenses during the three months 

ended December 31, 2019 primarily comprised management fees, salaries and wages 

amounting to $1,891,769 (2018: $1,912,527), office and administration expenses 

amounting to $392,667 (2018: $199,140), professional fees amounting to $252,834 

(2018: $468,934), directors’ fee amounting to $136,500 (2018: $nil) marketing and 

business development expenses amounting to $108,247 (2018: $370,510), share 

based compensation amounting to $660,247 (2018: $184,837), and rent amounting to 

$23,815 (2018: $207,640).

The Company recorded net losses before income taxes of $5,829,298 and $2,493,137 

during the three months ended December 31, 2019 and 2018, respectively. The 

decrease in net loss was a result of significant costs relating to the public listing 

process recorded in the comparative period, together with significant operational 

efficiencies realized during the year. These efficiencies are expected to assist the 
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Company realize its goal of profitability in 2020. 

DISCUSSION OF OPERATIONS

For the year ended December 31, 2019, the Company has two reportable operating 

segments related to its software, and clinic businesses, which also align with the 

two countries in which it operates, the United States and Canada. The functional 

currency is the United States dollar (“USD”) for operations in the United States and 

the Canadian dollar (“CAD”) for operations in Canada. The Company’s reporting 

currency is the CAD. 

Revenues for the year ended December 31, 2019 for US (Clinic) and Canada 

(Software and Research) were $13,278,075 and $145,672, respectively. Cost of 

sales for the year ended December 31, 2019 for US (Clinic) and Canada (Software) 

were $4,100,672 and $nil, resulting in gross profits of $9,323,075 and $7,905,262, 

respectively. The significant increase of revenue in 2019 compared to that of 

the prior year is attributable to new acquisitions in the US and new contract 

research contracts in Canada. The Company expects some growth in revenue 

from technology and research contracts. However, the Company expects near 

term revenue growth primarily from same services, new services and accretive 

acquisitions.

Operating expenses for the year ended December 31, 2019 for the US and Canada 

segments were $11,863,957 and $6,743,669, respectively. 

Net loss after taxes for the year ended December 31, 2019 for the US and Canada 

were $2,842,024 and $7,134,248, respectively.

Adjusted-EBITDA

Adjusted EBITDA for the year ended December 31, 2019 was a loss of $2,768,258 

compared to an Adjusted EBITDA loss of $1,908,556 for the prior year. However, 

there was a 18% improvement in Adjusted EBITDA in the second half of 2019 

compared to the first half of 2019 due to additional contributions from acquisitions 

completed during the year. The Company is committed to reducing its monthly burn 

through uncovering new opportunities to increase revenue and finding additional 

cost savings through economies of scale, and other operating efficiencies. The goal 

of the Company remains focused on complete operational autonomy without the 

need for external capital. Technology and economies played a big role in reaching 

these metrics at the end of 2019. Moving in 2020, the Company was committed to 

seeing profitability based on reasonable expectations of revenue by Q2 2020. As 

announced as part of subsequent events, the new cost structure reached allowed 

the Company on an unaudited basis to reach profitability in April and May 2020. 

The Company’s clinical business remains profitable. The Company has made the 
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strategic decision to use the profits found within the clinical operations to help fuel 

the development of the technology and research & development business. This allows 

the Company to leverage its cash flow for future revenue gain in these newer business 

areas. Recent revenues driven through technology and research projects has allowed 

the Company to recognize some of the return on investment and the Company 

expects that further traction and adoption in 2020 will continue to result in increased 

earnings in these categories in the coming years. 

The MD&A makes references to certain non-IFRS measures, including certain 

industry metrics. These metrics and measures are not recognized measures under 

IFRS, do not have meanings prescribed under IFRS and are as a result unlikely to be 

comparable to similar measures presented by other companies. These measures 

are provided as information complimentary to those IFRS measures by providing a 

further understanding of our operating results from the perspective of management. 

As such, these measures should not be considered in isolation or in lieu of review of 

our financial information reported under IFRS. This MD&A uses non-IFRS measures 

including “EBITDA”, “adjusted EBITDA”.  EBITDA, and adjusted EBITDA are commonly 

used operating measures in the industry but may be calculated differently compared 

to other companies in the industry. These non-IFRS measures, including the industry 

measures, are used to provide investors with supplementary measures of our 

operating performance that may not otherwise be apparent when relying solely on 

IFRS metrics.

Reconciliation of Adjusted EBITDA to Loss from operations
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FINANCIAL POSITION

Significant Assets

The Company’s total assets at December 31, 2019 were $9,484,082 (December 

31, 2018: $10,893,603). These assets were mainly comprised of cash amounting to 

$130,273 (December 31, 2018: $433,833), trade and other receivables amounting to 

$309,353 (December 31, 2018: $297,479), computer software amounting to $1,312,170 

(December 31, 2018: $1,756,447), other intangible assets amounting to $4,321,118 

(December 31, 2018: $3,907,917) and goodwill amounting to $1,634,611 (December 31, 

2018: $3,960,758) and right of use assets amounting to $1,532,128 (December 31, 2018: 

nil).

As at December 31, 2019, the Company had a cash balance of $130,273 (December 

31, 2018: $433,833). Decrease in cash was due to cash amounting to $1,149,360 used 

in operations, cash amounting to $1,842,308 utilized in software development and 

acquisition activities, partially offset by cash amounting to $2,672,244 generated from 

financing activities.

The Company recognizes that the Cash position remains low with relation to the 

EBITDA reported for the year however it is important to note that EBITDA margins 

have significantly improved throughout 2019 and will continue to do so into 2020. 

The Company will be closely monitoring the cash position and will work to avoid any 

unnecessary dilution to shareholders. The Company expects that it has sufficient 

cash on hand to reach near-term profitability moving into 2020. The Company was 

committed to profitability and maintained to shareholders that it would focus on 

operations while minimizing dilution to shareholders until it reached profitability. The 

Company continued to be committed to this through to Q2 2020. The Company also 

received USD $652,500 as relief funds for its medical services division in the US 
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Outstanding Share Data

Liquidity and Capital Resources

The Company’s cash used in operations for the year ended December 31, 2019 was 

$1,149,762 (2018: $1,134,375). Adjustments to arrive at operating cash flow include 

a $3,607,499 adjustment for impairment, $429,338 adjustment for change in fair 

value of financial instruments, $166,311 adjustment for gain on extinguishment of 

debt,  $2,257,560 adjustment for depreciation and amortization, unrealized foreign 

exchange loss of $263,970, accretion on convertible debentures of $28,632, accretion 

on lease liabilities of $212,315, reverse takeover transaction costs of $807,995, share-

based compensation of $1,120,813 and the net change in non-cash working capital 

balances of $1,263,879 because of decrease of inventories of $54,496, increase in 

trade and other receivables of $14,746, decrease in prepaid expenses of $5,783, 

increase in accounts payable and accrued liabilities of $1,106,886 and decrease in 

income taxes payable of $111,460. The decrease in cash used in operations during 

year ended December 31, 2019 compared to the year ended December 31, 2018 is 

attributable to higher adjustments for non-cash and other items and greater working 

capital financing, partially offset by significant investments in scaling the operations 

and head office costs. 

The Company’s cash used in investing activities for the year ended December 31, 2019 

was $1,842,308 (2018: $1,424,307). The increase was primarily due to an increase in 

software development and acquisition activities. 

The Company’s financing activities in 2019 comprised raising $2,672,244 through 

the issuance of shares and warrants. During the year, the company also borrowed 

$787,800.
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Financing activities during 2018 comprised $4,353,452 through the issuance of shares 

and warrants, and $3,274,080 through issuance of a promissory note. During 2018, 

the Company also repaid a promissory note amounting to $3,260,438, convertible 

debt amounting to $440,506, and repurchased shares and warrants amounting to 

$1,676,011.

As at December 31, 2019, the Company had a working capital deficiency of $6,711,281 

(2018: $862,515). The Company had incurred losses to date and had an accumulated 

deficit of $16,522,211 as at December 31, 2019 (2018: $5,547,759). The Company 

generates revenue but will incur losses until revenues reach a level where operations 

become profitable. Management of the Company believes this will be reduced over 

the next quarters as its newly acquired New Jersey operations, continued clinical 

consolidation efficiencies and revenue related to its non-clinical business areas comes 

online. Contribution in these areas is not only expected to add to the Company’s 

top line, but also generate a higher margin than its current clinical operations. The 

Company’s ability to reach profitability is dependent on successful implementation 

of its business strategy. The Company may require additional debt and/or equity 

financing in order to accelerate its growth strategy. Although the Company has been 

successful in raising funds to date, there can be no assurance that funding will be 

available in the future or available under terms acceptable to the Company.

Off-Balance Sheet Arrangements

The Company does not have any off-balance sheet arrangements from the date of its 

incorporation to the date of this MD&A.

Related Party Transactions

Key management personnel include those persons having authority and responsibility 

for planning, directing, and controlling the activities of the Company. The Company’s 

key management currently consists of the Company’s directors and officers.

Salaries and short-term benefits of key management personnel amounted to 

$448,000 and $463,341 for the years ended December 31, 2019 and 2018, 

respectively. 

Share-based compensation of key management personnel amounted to $405,061 and 

$379,789 for the years ended December 31, 2019 and 2018, respectively.

The amounts are the amounts recognized as an expense during the reporting period 

related to key management personnel.

New Accounting Policies Adopted

(a)  Leases and right-of-use assets
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In January 2016, the IASB issued IFRS 16 - Leases (“IFRS 16”), replacing IAS 17 - 

Leases. IFRS 16 provides a single lessee accounting model and requires the lessee 

to recognize assets and liabilities for all leases on its statement of financial position, 

providing the reader with greater transparency of an entity’s lease obligations.

The Company has adopted the standard using the modified retrospective approach. 

Under this approach, the Company has not restated comparative 2018 information.  

For leases that were classified as operating leases under IAS 17, lease liabilities at 

transition have been measured at the present value of remaining lease payments, 

discounted at the related incremental borrowing rate as at January 1, 2019.

The Company has applied two recognition exemptions for leases - leases of “low-

value” assets and leases with a term of 12 months or less.

At January 1, 2019, the Company adopted the following and there was no material 

impact on the Company’s financial statements.

All leases are accounted for by recognising a right-of-use asset and a lease liability 

except for:

•  Leases of low value assets; and

•  Leases with a duration of twelve months or less.

Lease liabilities are measured at the present value of the contractual payments due to 

the lessor over the lease term, with the discount rate determined by the incremental 

borrowing rate on commencement of the lease. Variable lease payments are only 

included in the measurement of the lease liability if they depend on an index or rate. In 

such cases, the initial measurement of the lease liability assumes the variable element 

will remain unchanged throughout the lease term. Other variable lease payments 

are expensed in the period to which they relate. The Company used an incremental 

borrowing rate of 10% for discounting the contractual lease payments.

On initial recognition, the carrying value of the lease liability also includes:

•  Amounts expected to be payable under any residual value guarantee;

•  The exercise price of any purchase option granted if it is reasonably certain to 

assess that option; and

•  Any penalties payable for terminating the lease, if the term of the lease has been 

estimated on the basis of termination option being exercised.

Right-of-use assets are initially measured at the amount of the lease liability, reduced 

for any lease incentives received, and increased for:

•  Lease payments made at or before commencement of the lease;
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•  Initial direct costs incurred; and

•  The amount of any provision recognised where the Company is contractually 

required to dismantle, remove or restore the leased asset.

Lease liabilities, on initial measurement, increase as a result of interest charged at a 

constant rate on the balance outstanding and are reduced for lease payments made.

Right-of-use assets are amortised on a straight-line basis over the remaining term of 

the lease or over the remaining economic life of the asset if this is judged to be shorter 

than the lease term.

When the Company revises its estimate of the term of any lease, it adjusts the 

carrying amount of the lease liability to reflect the payments to make over the 

revised term, which are discounted at the same discount rate that applied on lease 

commencement. The carrying value of lease liabilities is similarly revised when the 

variable element of future lease payments dependent on a rate or index is revised. In 

both cases an equivalent adjustment is made to the carrying value of the right- of-use 

asset, with the revised carrying amount being amortised over the remaining (revised) 

lease term.

Use of estimates and judgments

Estimates - Lease terms are estimated by considering the facts and circumstances 

that can create an economic incentive to exercise an extension option, or not to 

exercise a termination option. Certain qualitative and quantitative assumptions are 

evaluated when deriving the value of an economic incentive.

Judgments - Judgment is applied when determining if a contract contains an identified 

asset. The identified asset should be physically distinct or represent substantially all 

of the capacity of the asset and should provide the right to substantially all of the 

economic benefits from the use of the asset.

Judgment is also applied when determining if the Company has the right to control the 

use of an identified asset. This right exists when the Company has the decision-making 

rights that are most relevant to changing how and for what purpose the asset is used. 

In certain instances, where the decision about how and for what purpose the asset 

is used are predetermined, the Company has the right to direct the use of the asset 

when the Company has the right to operate the asset or if the Company designed the 

asset in a way that predetermines how and for what purpose the asset will be used. 

Judgment is applied when determining the incremental borrowing rate used to 

measure the lease liability of each lease contract, including an estimate of the asset-

specific security impact. The incremental borrowing rate should reflect the interest 

rate the Company would pay to borrow at a similar term and with similar security. 
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Certain leases contain extension or renewal options that are exercisable only by the 

Company and not by the lessor. At lease commencement, the Company assesses 

whether it is reasonably certain to exercise any of the extension options based on 

the expected economic return from the lease. Periodically, leases are reassessed to 

determine if the Company is reasonably certain to exercise options and account for 

any changes at the date of the reassessment.

(b)  IFRIC Interpretation 23 Uncertainty over Income Tax Treatments

The Interpretation provides guidance on the accounting for current and deferred tax 

liabilities and assets in circumstances in which there is uncertainty over income tax 

treatments. The Interpretation is applicable for annual periods beginning on or after 

January 1, 2019. At January 1, 2019, the Company adopted this standard and there 

was no material impact on the Company’s unaudited condensed interim consolidated 

financial statements.

Risk Factors

The following section describes specific and general risks that could affect the 

Company. These risks and uncertainties are not the only ones the Company is 

facing. Additional risks and uncertainties not presently known to the Company, or 

that it currently deems immaterial, may also impair its operations. If any such risks 

actually occur, the business, financial condition, liquidity and results of the Company’s 

operations could be materially adversely affected. The risk factors described below 

should be carefully considered by readers.

Limited Operating History

The Company, while incorporated in November 2014, began carrying on business 

in 2017 and has only very recently begun to generate revenue. The Company is 

therefore subject to many of the risks common to early-stage enterprises, including 

under-capitalization, cash shortages, limitations with respect to personnel, financial, 

and other resources and lack of revenues. There is no assurance that the Company 

will be successful in achieving a return on shareholders’ investment and likelihood of 

success must be considered in light of the early stage of operations.

Scrutiny of Company’s Investments in the United States

The Company’s existing investments in the United States, and any future investments, 

may become the subject of heightened scrutiny by regulators, stock exchanges and 

other authorities in Canada. As a result, the Company may be subject to significant 

direct or indirect interaction with public officials. There can be no assurance that 

this heightened scrutiny will not in turn lead to the imposition of certain restrictions 

on the Company’s ability to invest in the United States or any other jurisdiction, in 

addition to those described herein. Government policy changes or public opinion 

Management Discussion and Analysis  
For the year ended December 31, 2019 and 2018 
Dated: June 18, 2020 
(Expressed in Canadian dollars)



/4230Copyright © 2020 CB2 Insights. All Rights Reserved. cb2insights.com

may also result in a significant influence over the regulation of the cannabis industry 

in Canada, the United States or elsewhere. A negative shift in the public’s perception 

of medical cannabis in the United States or any other applicable jurisdiction could 

affect future legislation or regulation. Among other things, such a shift could cause 

state jurisdictions to abandon initiatives or proposals to legalize medical cannabis, 

thereby limiting the number of new state jurisdictions into which the Company could 

expand. Any inability to fully implement the Company’s expansion strategy may have 

material adverse effects on the Company’s business, financial condition and results of 

operations.

Variation in Regulation

Individual state laws do not always conform to the federal standard or to other states’ 

laws. A number of states have decriminalized marijuana to varying degrees, other 

states have created exemptions specifically for medical cannabis, and several have 

both decriminalization and medical laws. Variations exist among states that have 

legalized, decriminalized or created medical marijuana exemptions. In most states, the 

cultivation of marijuana for personal use continues to be prohibited except for those 

states that allow small-scale cultivation by the individual in possession of medical 

marijuana needing care or that person’s caregiver. Active enforcement of state laws 

that prohibit personal cultivation of marijuana may indirectly and adversely affect the 

Company’s future cash flows, earnings, results of operations and financial condition.

Canadian Companies with U.S. Marijuana-Related Assets

On February 8, 2018, the Canadian Securities Administrators published Staff Notice 51-

352 (Revised) Issuers with U.S. Marijuana-Related Activities (the “Staff Notice”), which 

provides specific disclosure expectations for issuers that currently have, or are in 

the process of developing, cannabis-related activities in the US as permitted within a 

particular state’s regulatory framework. All issuers with US cannabis-related activities 

are expected to clearly and prominently disclose certain prescribed information in 

required disclosure documents.

Such disclosure includes, but is not limited to, (i) a description of the nature of 

a reporting issuer’s involvement in the US marijuana industry; (ii) disclosure that 

marijuana is illegal under US federal law and that enforcement of relevant laws is 

a significant risk; (iii) related risks including, among others, the risk that third party 

service providers could suspend or withdraw services and the risk that regulatory 

bodies could impose certain restrictions on the issuer’s ability to operate in the US; 

and (iv) a discussion of the reporting issuer’s ability to access public and private 

capital, including which financing options are and are not available to support 

continuing operations. Additional disclosures are required to the extent a reporting 

issuer is deemed to be directly or indirectly engaged in the US marijuana industry, or 

deemed to have “ancillary industry involvement”, all as further described in the Staff 
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Notice.

At this time, the Company’s involvement in the US cannabis industry is limited and 

its industry involvement of cannabis activities is “Ancillary” through direct control 

of an entity that provides services to third parties who are indirectly involved in the 

U.S. marijuana industry (the “Investee”). In addition, the Company does not operate, 

nor control any subsidiary that is directly engaged in the cultivation or distribution of 

marijuana in accordance with any US state license. As a result of the Investees having 

cannabis-related operations in the US, the Company is subject to the requirements of 

the Staff Notice and accordingly provides the following disclosures:

Compliance with Applicable State Laws in the US

The Company has not obtained legal advice regarding compliance with applicable 

state regulatory frameworks and exposure and implication arising from US federal 

laws in the states where its Investee conducts operations. To the best of the 

Company’s knowledge, the Company is not aware of any non-compliance with 

applicable licensing requirements and the regulatory framework enacted by the 

applicable US state. The Company is not aware of: (i) any non-compliance by its 

Investee with respect to marijuana-related activities, or (ii) any notices of violation 

with respect to its Investee’s marijuana-related activities by its respective regulatory 

authorities.

Unfavourable Publicity or Consumer Perception

Management of the Company believes the medical cannabis industry is highly 

dependent upon consumer perception regarding the safety, efficacy and quality 

of the medical cannabis produced. Consumer perception of the Company’s 

proposed products may be significantly influenced by scientific research or findings, 

regulatory investigations, litigation, media attention and other publicity regarding the 

consumption of medical cannabis products. There can be no assurance that future 

scientific research, findings, regulatory proceedings, litigation, media attention or 

other research findings or publicity will be favourable to the medical cannabis market 

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

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

perceived as less favourable than, or that question, earlier research reports, findings 

or publicity could have a material adverse effect on the demand for the Company’s 

proposed products and the business, results of operations, financial condition and 

cash flows of the Company. The Company’s dependence upon consumer perceptions 

means that adverse scientific research reports, findings, regulatory proceedings, 

litigation, media attention or other publicity, whether or not accurate or with merit, 

could have a material adverse effect on the Company, the demand for the Company’s 

proposed products, and the business, results of operations, financial condition and 

cash flows of the Company.
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Global Economic Risk

The ongoing economic slowdown and downturn of global capital markets has 

generally made the raising of capital by equity or debt financing more difficult. Access 

to financing has been negatively impacted by the ongoing global economic risks. 

As such, the Company is subject to liquidity risks in meeting our development and 

future operating cost requirements in instances where cash positions are unable to 

be maintained or appropriate financing is unavailable. These factors may impact the 

Company’s ability to raise equity or obtain loans and other credit facilities in the future 

and on terms favourable to the Company. If uncertain market conditions persist, the 

Company’s ability to raise capital could be jeopardized, which could have an adverse 

impact on the Company’s operations and trading price of the Company’s common 

shares.

Risks Related to Pandemics, including COVID 19

Public health crises, including the ongoing novel coronavirus (COVID-19) pandemic, 

could have significant economic and geopolitical impacts that may adversely affect the 

Company’s business, financial condition and/or results of operations. The Company’s 

financial and/or operating performance could be materially adversely affected by the 

public health crisis resulting from the ongoing novel coronavirus (COVID-19) pandemic 

and other similar public health crises. Such public health crises, including the ongoing 

COVID-19 pandemic, and economic and geopolitical impacts caused as a result of 

such public health crises, can result in volatility and disruption to global supply chains, 

trade and market sentiment, mobility of people, and global financial markets, which 

could affect interest rates, credit ratings, credit risk, inflation, business, liquidity and 

volatility of capital markets, financing opportunities, financial conditions and results 

of operations, and other factors relevant to the Company. In addition, such public 

health crises may subject the Company to risks related to employee health and safety, 

slowdowns or temporary suspensions of operations in impacted locations, temporary 

or indefinite delays in the completion of our clinical trials, additional non-compensable 

costs, and/or the cancellation of contracts, all of which could negatively impact the 

Company’s business, financial condition and/or results of operations.

General Economic Trends

The worldwide economic slowdown and tightening of credit in the financial markets 

may impact the business of the Company’s customers, which could have an adverse 

effect on the Company’s business, financial condition, or results of operations. 

Adverse changes in general economic or political conditions in the United States or 

any of the states within the United States or any jurisdiction in which the Company 

operates or intends to operate could adversely affect the Company’s business, 

financial condition, or results of operations.
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Economic Environment

The Company’s operations could be affected by the economic context should the 

unemployment level, interest rates or inflation reach levels that influence consumer 

trends and consequently, impact the Company’s sales and profitability. As well, 

general demand for banking services and alternative banking or financial services 

cannot be predicted and future prospects of such areas might be different from those 

predicted by the Company’s management.

Risks Associated with Acquisitions

As part of the Company’s overall business strategy, the Company may pursue 

strategic acquisitions, which would provide additional product offerings, vertical 

integrations, additional industry expertise, and a stronger industry presence in both 

existing and new jurisdictions. Future acquisitions may expose it to potential risks, 

including risks associated with: (a) the integration of new operations, services and 

personnel; (b) unforeseen or hidden liabilities; the diversion of resources from the 

Company’s existing business and technology; (d) potential inability to generate 

sufficient revenue to offset new costs; (e) the expenses of acquisitions; or (f) the 

potential loss of or harm to relationships with both employees and existing users 

resulting from its integration of new businesses. In addition, any proposed acquisitions 

may be subject to regulatory approval.

Operational Risks

The Company will be affected by a number of operational risks and the Company 

may not be adequately insured for certain risks, including: labour disputes; 

catastrophic accidents; fires; blockades or other acts of social activism; changes in 

the regulatory environment; impact of non- compliance with laws and regulations; 

natural phenomena, such as inclement weather conditions, floods, earthquakes and 

ground movements. There is no assurance that the foregoing risks and hazards will 

not result in personal injury or death, environmental damage, adverse impacts on the 

Company’s operation, costs, monetary losses, potential legal liability and adverse 

governmental action, any of which could have an adverse impact on the Company’s 

future cash flows, earnings and financial condition. Also, the Company may be subject 

to or affected by liability or sustain loss for certain risks and hazards against which the 

Company cannot insure or which the Company may elect not to insure because of the 

cost. This lack of insurance coverage could have an adverse impact on the Company’s 

future cash flows, earnings, results of operations and financial condition.

Banking

Since the use of cannabis is illegal under U.S. federal law, there is a strong argument 

that banks cannot accept or deposit funds from businesses involved with the cannabis 

industry. Consequently, businesses involved in the cannabis industry often have 
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difficulty finding a bank willing to accept their business. The inability to open bank 

accounts may make it difficult to operate the Company’s U.S. operations.

Financial Projections May Prove Materially Inaccurate or Incorrect

The Company’s financial estimates, projections and other forward-looking information 

accompanying this document were prepared by the Company without the benefit 

of reliable historical industry information or other information customarily used in 

preparing such estimates, projections and other forward-looking statements. Such 

forward-looking information is based on assumptions of future events that may or 

may not occur, which assumptions may not be disclosed in such documents. Investors 

should inquire of the Company and become familiar with the assumptions underlying 

any estimates, projections or other forward-looking statements. Projections are 

inherently subject to varying degrees of uncertainty and their achievability depends 

on the timing and probability of a complex series of future events.

There is no assurance that the assumptions upon which these projections are based 

will be realized. Actual results may differ materially from projected results for a 

number of reasons including increases in operating expenses, changes or shifts in 

regulatory rules, undiscovered and unanticipated adverse industry and economic 

conditions, and unanticipated competition. Accordingly, investors should not rely on 

any projections to indicate the actual results the Company and its subsidiaries may 

achieve.

Difficulty to Forecast

The Company must rely largely on its own market research to forecast sales as 

detailed forecasts are not generally obtainable from other sources at this early stage 

of the global cannabis industry. A failure in the demand for its services to materialize 

as a result of competition, technological change or other factors could have a material 

adverse effect on the business, results of operations, and financial condition of the 

Company.

Competition – General

There is potential that the Company will face intense competition from other 

companies, some of which can be expected to have longer operating histories and 

more financial resources and marketing experience than the Company. Increased 

competition by larger and better financed competitors could materially and adversely 

affect the business, financial condition, and results of operations of the Company. To 

remain competitive, the Company will require a continued high level of investment in 

research and development, marketing, sales, and client support.

Competition – Healthcare Information Systems
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The healthcare information systems market is highly competitive on a local, national 

and international level. The Company believes that the primary competitive factors in 

this market are:

•  quality service and support;

•  price;

•  product features, functionality and ease of use;

•  ability to comply with new and changing regulations;

•  ongoing product enhancements; and

•  reputation and stability of the vendor.

For example, the current EMR marketplace in Canada is currently dominated by Telus 

Health and the Company will face substantial competition from Telus Health and 

other established competitors, which have greater financial, technical, and marketing 

resources than it does. Its competitors could use their greater resources to modify 

their product offerings to incorporate platform functionality among doctors, patients, 

pharmacies and licensed producers in a comparable manner to the Company. The 

Company’s competitors also have a larger installed base of users, longer operating 

histories and greater name recognition than the Company will.

There can be no assurance that the Company will successfully differentiate its current 

and proposed products from the products of its competitors, or that the marketplace 

will consider the products of the Company to be superior to competing products.

Competition – Health Care Clinics

The industry is intensely competitive, and the Company competes with other 

companies that may have greater financial resources and facilities. Numerous other 

businesses are expected to compete in the clinic space and provide additional patient 

services, in particular within states with new and emerging cannabis legislation.

An increase in competition for cannabis evaluations and education may decrease 

prices and result in lower profits to the Company.

Management of Growth

The Company may be subject to growth-related risks including capacity constraints 

and pressure on its internal systems and controls. The ability of the Company to 

manage growth effectively will require it to continue to implement and improve its 

operational and financial systems and to expand, train, and manage its employee 

base. The inability of the Company to deal with this growth may have a material 

adverse effect on the Company’s business, financial condition, results of operations 
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and prospects.

Reliance on Management

The success of the Company is dependent upon the ability, expertise, judgment, 

discretion, and good faith of its management. While employment agreements are 

customarily used as a primary method of retaining the services of key employees, 

these agreements cannot assure the continued services of such employees. Any 

loss of the services of such individuals could have a material adverse effect on the 

Company’s business, operating results, or financial condition.

Dependence on suppliers and skilled labour

The ability of the Company to compete and grow will be dependent on it having 

access, at a reasonable cost and in a timely manner, to skilled labour, equipment, parts 

and components. No assurances can be given that the Company will be successful in 

maintaining its required supply of skilled labour, equipment, parts and components.

Risks Related to Software and Product Development

The Company continues to develop software and products. Inherent risks include:

•  Lack of experience and commitment of team – The project manager is the leader 

and the most responsible person. An inexperienced manager can jeopardize the 

completion of a project.

•  Unrealistic deadlines – Software projects may fail when deadlines are not properly 

set. Project initialization, completion date and time must be realistic.

•  Improper budget – Cost estimation of a project is very crucial in terms of project 

success and failure. Low cost with high expectations of large projects may cause 

project failure.

•  Lack of resources – Software and hardware resources may not be adequate. Lack 

of resources in terms of manpower is also a critical risk factor of software failure.

•  Personnel hiring – The Company will be subject to extensive hiring requirements 

across all of its business lines as well as a need to release underperforming 

employees in order to perform and grow at the rate it intends. Staffing 

requirements may not be properly attained or assigned for/to specific tasks or 

company needs.

•  Understanding problems of customers – Many customers are not technical in 

terms of software terminologies and may not understand the developer’s point of 

view. Developers may interpret information differently from what is provided by 

the clients.
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•  Inappropriate design – Software designers have a major role in the success or 

failure of the project if a design is inappropriate for the project.

•  Market demand obsolete – Market demand may become obsolete while a project 

is still in progress 

Risks Inherent in the Health Clinic Industry

Changes in operating costs (including costs for maintenance, insurance), inability to 

obtain permits required to conduct clinical business operations, changes in health care 

laws and governmental regulations, and various other factors may significantly impact 

the ability of the Company to generate revenues. Certain significant expenditures, 

including legal fees, borrowing costs, maintenance costs, insurance costs and related 

charges must be made to operate the Company’s clinic operation, regardless of 

whether the Company is generating revenue.

Material Impact of PIPEDA/HIPPA Legislation on the Company’s Business

Regulations under PIPEDA/HIPAA governing the confidentiality and integrity 

of protected health information are complex and are evolving rapidly. As these 

regulations mature and become better defined, the Company anticipates that they will 

continue to directly impact our business. Achieving compliance with these regulations 

could be costly and distract management’s attention from its operations. Any failure 

on the Company’s part to comply with current or future regulations could subject it to 

significant legal and financial liability, including civil and criminal penalties. In addition, 

development of related federal and state regulations and policies regarding the 

confidentiality of health information or other matters could positively or negatively 

affect our business.

The Company’s investments in the United States and Canada are subject to 
applicable anti- money laundering laws and regulations

The Company is subject to a variety of laws and regulations domestically and in the 

United States that involve money laundering, financial recordkeeping and proceeds 

of crime, including the Currency and Foreign Transactions Reporting Act of 1970 

(commonly known as the Bank Secrecy Act), as amended by Title III of the Uniting 

and Strengthening America by Providing Appropriate Tools Required to Intercept 

and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), the Proceeds of Crime 

(Money Laundering) and Terrorist Financing Act (Canada), as amended and the rules 

and regulations thereunder, the Criminal Code (Canada) and any related or similar 

rules, regulations or guidelines, issued, administered or enforced by governmental 

authorities in the United States and Canada.

In February 2014, the Financial Crimes Enforcement Network (“FCEN”) of the Treasury 

Department issued a memorandum (the “FCEN Memo”) providing instructions to 
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banks seeking to provide services to cannabis-related businesses. The FCEN Memo 

states that in some circumstances, it is permissible for banks to provide services to 

cannabis-related businesses without risking prosecution for violation of federal money 

laundering laws. It refers to supplementary guidance that Deputy Attorney General 

Cole issued to federal prosecutors relating to the prosecution of money laundering 

offenses predicated on cannabis-related violations of the CSA. It is unclear at this time 

whether the current administration will follow the guidelines of the FCEN Memo.

In the event that any of the Company’s operations, or any proceeds thereof, any 

dividends or distributions therefrom, or any profits or revenues accruing from such 

operations in the United States were found to be in violation of money laundering 

legislation or otherwise, such transactions may be viewed as proceeds of crime 

under one or more of the statutes noted above or any other applicable legislation. 

This could restrict or otherwise jeopardize the ability of the Company to declare or 

pay dividends, effect other distributions or subsequently repatriate such funds back 

to Canada. Furthermore, while the Company has no current intention to declare or 

pay dividends on its Common Shares in the foreseeable future, in the event that 

a determination was made that the Company’s proceeds from operations (or any 

future operations or investments in the United States) could reasonably be shown to 

constitute proceeds of crime, the Company may decide or be required to suspend 

declaring or paying dividends without advance notice and for an indefinite period of 

time.

Canadian investors in the Common Shares and the Company’s directors, officers, and 

employees may be subject to travel and entry bans into the United States

News media have reported that United States immigration authorities have increased 

scrutiny of Canadian citizens who are crossing the United States–Canada border with 

respect to persons involved in cannabis businesses in the United States. There have 

been a number of Canadians barred from entering the United States as a result of 

an investment in or act related to United States cannabis businesses. In some cases, 

entry has been barred for extended periods of time.

The majority of persons travelling across the Canadian and U.S. border do so without 

incident. Some persons are simply denied entry one time. The U.S. Department of 

State and the Department of Homeland Security have indicated that the United 

States has not changed the admission requirements in response to the pending 

legalization of recreational cannabis in Canada. Admissibility to the United States may 

be denied to any person working or ‘having involvement in’ the marijuana industry 

according to United States Customs and Border Protection. Additionally, legal experts 

have indicated that if the admission criteria are applied broadly, this may result in 

a determination that the act of investing in or working or collaborating with a U.S. 

cannabis company is considered trafficking in a Schedule I controlled substance or 

aiding, abetting, assisting, conspiring or colluding in the trafficking of a Schedule I 
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controlled substance. Inadmissibility in the United States implies a lifetime ban for 

entry as such designation is not lifted unless an individual applies for and obtains a 

waiver.

Company directors, officers or employees traveling from Canada to the United States 

for the benefit of the Company may encounter enhanced scrutiny by United States 

immigration authorities that may result in the employee not being permitted to enter 

the United States for a specified period of time. If this happens to Company directors, 

officers or employees, then this may reduce our ability to manage our business 

effectively in the United States. The Company will retain, as required, counsel and is in 

the process of developing policies to deal with any immigration-related issues which 

may arise.

In certain circumstances, the Company’s reputation could be damaged

Damage to the Company’s reputation can be the result of the actual or perceived 

occurrence of any number of events, and could include any negative publicity, 

whether true or not. The increased usage of social media and other web based tools 

used to generate, publish and discuss user-generated content and to connect with 

other users has made it increasingly easier for individuals and groups to communicate 

and share opinions and views regarding the Company and its activities whether true 

or not. Although the Company believes that it operates in a manner that is respectful 

to all stakeholders and that it takes care in protecting its image and reputation, the 

Company will not ultimately have direct control over how it is perceived by others. 

Reputation loss may result in decreased investor confidence, increased challenges in 

developing and maintaining community relations and an impediment to the Company’s 

overall ability to advance its projects, thereby having material adverse impact on 

financial performance, financial condition, cash flows and growth prospects.

The Company may lack access to United States bankruptcy protections

Because cannabis is a Schedule I substance under the Controlled Substance Act, many 

courts have denied cannabis businesses federal bankruptcy protections, making it 

difficult for lenders to be made whole on their investments in the cannabis industry in 

the event of bankruptcy. If the Company were to experience a bankruptcy, there is no 

guarantee that United States federal bankruptcy protections would be available to the 

Company, which would have a material adverse effect.

Currency Fluctuations

Due to the Company’s present operations in the United States, and its intention to 

continue future operations outside

Canada, the Company is expected to be exposed to significant currency fluctuations. 

Recent events in the global financial markets have been coupled with increased 
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volatility in the currency markets.

A substantially amount of the Company’s revenue will be earned in US dollars, but 

a substantial portion of its operating expenses are incurred in Canadian dollars. The 

Company does not have currency hedging arrangements in place and there is no 

expectation that the Company will put any currency hedging arrangements in place in 

the future. The Company does not have currency hedging arrangements in place and 

there is no expectation that the Company will put any currency hedging arrangements 

in place in the future. Fluctuations in the exchange rate between the US dollar and 

the Canadian dollar, may have a material adverse effect on the Company’s business, 

financial condition and operating results. The Company may, in the future, establish 

a program to hedge a portion of its foreign currency exposure with the objective of 

minimizing the impact of adverse foreign currency exchange movements. However, 

even if the Company develops a hedging program, there can be no assurance that it 

will effectively mitigate currency risks.

Requirements for Further Financing

The Company may need to obtain further financing, whether through debt financing, 

equity financing or other means. The Company must obtain such financing through 

a combination of equity and debt financing and there can be no assurance that the 

Company can raise the required capital it needs to build and expand its current 

operations, nor that the capital markets will fund the business of the Company. 

Without this additional financing, the Company may be unable to achieve positive 

cash flow and earnings as quickly as anticipated. There can be no certainty that the 

Company can obtain these funds, in which case any investment in the Company may 

be lost. The raising of equity funding would also result in dilution of the equity of the 

Company’s shareholders.

Litigation

The Company may become party to litigation from time to time in the ordinary course 

of business which could adversely affect its business. Should any litigation in which 

the Company becomes involved be determined against the Company such a decision 

could adversely affect the Company’s ability to continue operating and the market 

price for Common Shares and could use significant resources. Even if the Company is 

involved in litigation and wins, litigation can redirect significant company resources.

Conflicts of Interest

Certain of the directors and officers of the Company are, or may become directors 

and officers of other companies, and conflicts of interest may arise between their 

duties as officers and directors of the Company and as officers and directors of such 

other companies.

Management Discussion and Analysis  
For the year ended December 31, 2019 and 2018 
Dated: June 18, 2020 
(Expressed in Canadian dollars)



/4241Copyright © 2020 CB2 Insights. All Rights Reserved. cb2insights.com

Health Care Coverage

There is a possibility that healthcare companies can refuse to cover medical cannabis 

costs and due to the high costs associated with medical cannabis this can lead to 

consumers moving to a different medical product that is covered.

Dividend Policy

The Company does not presently intend to pay cash dividends in the foreseeable 

future, as any earnings are expected to be retained for use in developing and 

expanding its business. However, the actual amount of dividends received from the 

Company will remain subject to the discretion of its Board of Directors and will depend 

on results of operations, cash requirements and future prospects of the Company and 

other factors. Any future dividends paid by the Company would be subject to tax and 

potentially, withholdings.

Forward-looking statements

Certain statements contained in this MD&A may constitute forward-looking 

statements. These statements relate to future events or the Company’s future 

performance. All statements, other than statements of historical fact, may be forward-

looking statements.

Forward-looking statements are often, but not always, identified by the use of words 

such as “seek”, “anticipate”, “plan”, “continue”, “estimate”, “expect”, “may”, “will”, 

“project”, “predict”, “propose”, “potential”, “targeting”, “intend”, “could”, “might”, 

“should”, “believe” and similar expressions. These statements involve known and 

unknown risks, uncertainties and other factors that may cause actual results or events 

to differ materially from those anticipated in such forward- looking statements. The 

Company believes that the expectations reflected in those forward-looking statements 

are reasonable but no assurance can be given that these expectations will prove to 

be correct and such forward-looking statements included in this MD&A should not be 

unduly relied upon by investors as actual results may vary. These statements speak 

only as of the date of this MD&A and are expressly qualified, in their entirety, by this 

cautionary statement. The Company’s actual results could differ materially from those 

anticipated in these forward-looking statements as a result of various risk factors, 

including, but not limited to:

•  assumptions about the ability of the Company to raise necessary capital for its 

existing operations and expansion plans;

•  the ability of the Company to retain key management personnel; and

•  the Company’s ability to capitalize on synergies and adopt reasonable cost saving 

measures within its Clinical brands.
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Some of the important environmental factors, but certainly not all, that could cause 

actual results to differ materially from those indicated by such forward-looking 

statements are:

(i)  dependence on third parties,

(ii) changes in government regulation,

(iii) the effects of competition,

(iv) impact of American and Canadian economic conditions, and

(v) fluctuations in currency exchange rates and interest rates.


