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Date of Report: January 11, 2017 

 

The following Management’s Discussion & Analysis (“MD&A”) has been prepared by management in 

accordance with the requirements of National Instrument 51 -102 as of August 31, 2016 and should be 

read in conjunction with the audited consolidated financial statements and accompanying notes for the year 

ended August 31, 2016, as well as the comparative audited consolidated financial statements and 

accompanying notes for the year ended August 31, 2015, which have been prepared in accordance with 

International Financial Reporting Standards (“IFRS”). The information contained herein is not a substitute for 

detailed investigation or analysis on any particular issue. The information provided in this document is not 

intended to be a comprehensive review of all matters and developments concerning the Company. 

 

All financial information in this MD&A has been prepared in accordance with IFRS and all dollar amounts are 

quoted in Canadian dollars, the reporting and functional currency of the Company, unless specifically noted. 

 

FORWARD-LOOKING STATEMENTS 

 

This MD&A contains certain forward-looking statements and information relating to the Company that are 

based on the beliefs of its management as well as assumptions made by and information currently available to 

t he m.  When used in this document, the words “anticipate”, “believe”, “estimate”, “expect” and similar 

expressions, as they relate to the Company or its management, are intended to identify forward-looking 

statements. This MD&A contains forward-looking statements relating to, among other things, regulatory 

compliance, the sufficiency of current working capital, the estimated cost and availability of funding for its 

operations. Such statements reflect the current views of management with respect to future events and are 

subject to certain risks, uncertainties and assumptions.  Many factors could cause the actual results, 

performance or achievements to be materially different from any future results, performance or 

achievements that may be expressed or implied by such forward-looking sta tements. Accordingly, readers 

should not place undue reliance on forward-looking information.  The Company does not undertake to update any 

forward-looking information, except in accordance with applicable securities laws. 
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BACKGROUND AND CORE BUSINESS 

 

Alliance Growers Corp. (formerly Sheslay Mining Inc.) (the "Company” or “Alliance”) was incorporated 

under the British Columbia Business Corporation Act on June 19, 2014.  On October 3, 2014, the Company 

became a reporting issuer in British Columbia and Alberta. The head office of the Company and records 

office is 500-666 Burrard Street, Vancouver, British Columbia. 

 
Amalgamation 

 

On June 8, 2015, the Company completed an amalgamation with Sheslay Acquisition Corp., a wholly-owned 

subsidiary of the Company, Alliance Biotech Corp.  (formerly Alliance Growers Corp.), a British Columbia 

corporation (“Alliance Biotech”), and BC Maramed Production Ltd. (“BCMM”), a British Columbia corporation, 

over which the Company has significant influence due to its ownership of 45% of the issued and outstanding 

shares of BCMM. 

 

The Company changed its name from Sheslay Mining Inc. to Alliance Growers Corp. on June 8, 2015 in 

conjunction with the amalgamation. The Company’s common shares are listed on the Canadian Securities 

Exchange under the symbol “ACG” and on the Frankfurt Stock Exchange under the Symbol 1LA (WKN: 

A2DFYX: ISIN: CA01861C1095). 

 

The Company issued an aggregate of 21,473,157 common shares of the Company (“Shares”) to the shareholders 

of Alliance Biotech on the basis of one Share for every one Alliance Biotech share held by the Alliance Biotech 

shareholders. Alliance Biotech is now a wholly-owned subsidiary of the Company.  Currently there are 

34,225,527 Shares issued and outstanding.  Of the 21,473,157 Shares issued on the closing of the 

Amalgamation, 3,994,040 Shares are subject to escrow with 1/4 of such escrowed Shares released upon the date 

that the Shares were listed on the Canadian Securities Exchange, being June 22, 2015 (the “Listing Date”), 1/3 of 

the remaining escrowed Shares released upon the date that is 6 months from the Listing Date, being December 

22, 2015, 1/2 of the remaining escrowed Shares to be released upon the date that is 12 months from the Listing 

Date and the remaining escrowed Shares to be released upon the date that is 18 months from the Listing Date. 

 

Alliance Biotech is being treated as the accounting parent (legal subsidiary) and the Company is being treated as 

the accounting subsidiary (legal parent) in these consolidated financial statements.  As Alliance Biotech was 

deemed to be the acquirer for accounting purposes, its assets, liabilities and operations since incorporation are 

included in these consolidated financial statements at their historical carrying values.  The Company’s results of 

operations have been included from the date of the amalgamation. The legal capital continues to be that of the 

Company, the legal parent. 

 
Investment in Laguna Blends Inc. 

 

In August, 2014, the Company loaned $40,000 to Laguna Blends Inc. (“Laguna”), a CSE listed company with 

common shareholders. During the three month period ended November 30, 2014, the Company loaned an 

additional $65,000 to Laguna, On January 30, 2015, the Company converted the $105,000 in loans into 

1,200,000 common shares of Laguna. (formerly 3,000,000 shares prior to a share consolidation effective 

January 6, 2016). 

 

During the year ended August 31, 2016 the Company sold 480,000 common shares of Laguna at a realized gain 

of $25,998. 

 

As at August 31, 2016, the Company had 720,000 common shares of Laguna with a fair value of 

$180,000 based on the market trading price of these shares on August 31, 2016, resulting in an unrealized gain of 

$117,000. 
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Investment in BCMM 

 

On August 22, 2014, the Company entered into an agreement to acquire BCMM, a company located in 

Kelowna, British Columbia. Pursuant to the terms of the agreement, the Company paid $225,000 for a 45% 

interest in BCMM. 

 

Subsequently, the Company entered into the following amendment agreements with respect to an acquisition of 

additional interests in BCMM: 

 

1. In December 2014, the Company agreed to issue 6,600,000 common shares in its capital stock to the 

five shareholders of BCMM to purchase the remaining 55% interest in BCMM, which acquisition was 

subject to BCMM receiving a medical marijuana production and distribution license issued by Health 

Canada e under the Marihuana for Medical Purposes Regulations (the “License”) on or before December 

31, 2015. 

 

2. Effective December 31, 2015, two BCMM shareholders, holding an aggregate of 17.5% of the 

remaining 55% interest in BCMM, agreed to extend their respective agreements with the Company to 

December 31, 2016.    

 

3. On January 8, 2016, one of the shareholders agreed to sell their 5% interest to the Company in 

consideration of the issuance of 600,000 common shares in the capital of the Company.  The shares 

were issued on January 25, 2016, although the 5% interest in BCMM has yet to be transferred to 

Alliance. 

 

Accordingly, the Company now holds a 45% interest in BCMM and is in discussions with the other 

shareholders of BCMM on the partnership. 

 

The Company exercises significant influence over BCMM as the Company owns 45% of the issued and 

outstanding shares of BCMM. Therefore, the Company accounts for its investment under the equity method. 

 

As at August 31, 2016, BCMM owned a leasehold interest and equipment for a production facility in 

Kelowna, British Columbia, and is in the process of applying to become a licensed producer of medical 

marijuana under Health Canada’s new Marihuana for Medical Purposes Regulations. During the year ended 

August 31, 2016 and the year ended August 31, 2015, the Company fully impaired the investment as 

BCMM has insignificant net assets, and there is significant uncertainty that it will receive the required license. 

 
Current Development 

 

Alliance’s strategy for achieving global leadership in the cannabis space is supported by its “Four Pillar” business 

model announced on May 26, 2016.  The Company has organized into four divisions, which includes owning 

interests in Marijuana for Medical Purposes Regulations (“MMPR”) licensed facilities, strong distribution 

networks, high-quality consumer products and industry-leading R&D.  

 

.On June 30, 2016 Alliance announced that it had signed a Letter of Intent with WFS Pharmagreen Inc. 

(“Pharmagreen”) on obtaining an exclusive license for the commercialization of the “Chibafreen Invitro Plant 

Production System” in Canada.  The Exclusive License from Pharmagreen was to cover the marketing, 

distribution and sales of all present and future Tissue Culture plantlet products utilizing the proprietary 

“Chibafreen Invitro Plant Production System” for the jurisdiction of Canada.  Alliance advanced its discussions 

regarding additional joint business interests and opportunities with Pharmagreen, including a potential full 

merger of Pharmagreen and Alliance, subject to continued extensive due diligence and analysis.  The Letter of 

Intent expired August 31, 2016.  Nevertheless, Alliance continued discussions with the principals of the 

Chibafreen Invitro Plant Production System proprietary technology. 

 

On September 26, 2016, Alliance announced that it had signed a Memorandum of Understanding (“MOU”) with 

Botanical Research In Motion Inc. (“B.R.I.M.”) to build a 40,000 square foot facility (the “Botany Centre”) to 

service the Cannabis market specifically and the agriculture market in general.  B.R.I.M. will  also grant to 

Alliance an exclusive Canadian license (the “License”) regarding certain of B.R.I.M.’s proprietary technology.  

 

The License granted to Alliance will allow it to jointly develop and operate multiple Cannabis Botany Centres in 

Canada and will include the following:  
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1 - B.R.I.M.’s proprietary “Chibafreen Invitro Plant Production System”  

Utilizing its proprietary state of art clean tissue culture lab room designed to produce over one million Tissue 

Culture Plantlets per year.  The design is scalable and designed for all flora to serve the entire agriculture 

industry.   

2 - B.R.I.M.’s proprietary Cryotissue Cold Storage  

Utilizing the one-of-a-kind Cryotissue Cold Storage technology for tissue culture preservation and 

regeneration as needed on long term basis.  

3 – Extraction Lab 

Provide custom profiles for extraction for botanicals oils for retail market.  

Provide extraction services as retail services to cultivators. 

4 - B.R.I.M’s proprietary research for cannabis for large commercial scale micro propagation production when 

permitted. 

 

The MOU will be superseded by a definitive agreement (the “Definitive Agreement”) anticipated to be completed 

in early 2017. 

 

The significant terms of the deal include the following: 

 

1. Alliance will issue to B.R.I.M. a total of 6,000,000 common shares and 3 million warrants to be released 

in stages; 

2. Cash payments of $75,000 on execution of the MOU and $75,000 on execution of the Definitive 

Agreement; 

3. Pay a Royalty to B.R.I.M. on each Botany Centre in Canada that that is consistent with similar 

commercial operations. 

 

The initial Cannabis Botany Centre and land shall be held by a wholly owned subsidiary of Alliance.  Alliance 

shall be solely responsible for the cost of construction of the Botany Centre, and be responsible for all 

management fees, salaries, consulting fees and other operating costs related to the Botany Centre.  

 

B.R.I.M. has also agreed to grant Alliance first right of refusal on exclusive licenses in various states in the US, 

and other countries or regions as they are identified, whereby Alliance will jointly operate the clean room 

certified laboratories making up a similar Botany Centre in those locations.  

 

According to B.R.I.M., growing Cannabis using tissue culture propagation, specifically the “Chibafreen Invitro 

Plant Production System”, assures consistent composition and purity of each plantlet for the growers, regardless 

of where and by whom the plants are cultivated. Their proprietary process provides tremendous advantages 

including rapid and efficient growth of plants that will result in 30-50% shorter production period. Plantlets that 

are produced under uniformly controlled environment in the protected area are free from pest insects/pathogens 

and the disturbance of outside weather.   Additionally, such plantlets are of very high quality, disease free and 

geared for optimal growth. Each plantlet will always have the same genetic makeup as its parent stock. 

 

The development of the Cannabis Botany Centre, together with the undernoted partnerships and investments are 

designed to provide Alliance with the following:  

 

 Produce revenue from the sale of cannabis and other plantlets, under contract; 

 Generate revenue from the processing and resale of cannabidiol (CBD) oil in Canada, USA and offshore; 

 Providing cold storage facilities utilizing the one-of-a-kind Cryotissue Cold Storage technology for tissue 
culture preservation and regeneration as needed on long term basis. 

 Provide extraction services as retail services for cultivators and create custom profiles for extraction for 

botanicals oils for retail market. 

 

As the cannabis market continues to grow and Health Canada begins to tighten regulations in terms of product 

consistency and potency, the ability to produce thousands of disease-free and genetically-perfect plant lines for 

any strain will become increasingly important for Canada’s cannabis growers and we will be a leading supplier.  

 

On November 15, 2016, the Company announced that it was negotiating a strategic equity arrangement to assist 

in financing Canna Companion Products, Inc. (“Canna”). Canna is a wholly owned subsidiary of WFS 

PharmaGreen Inc. that produces and sells safe and effective cannabinoid infused pet products.  

  

The arrangement calls for Alliance to invest CAD$300,000 on favourable financial terms with regard to pricing 

and warrants, in return for an exclusive long term (“Cannabinoid”) CBD oil supply contract when Canna 

Companion expands to the Canadian market planned for 2017.  
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This strategic alliance is the first of many planned initiatives that will provide Alliance with future revenues from 

the sales of its pharmaceutical grade CBD oil to the $21Billion Marijuana and Hemp Industry.  

 

On November 28, 2016, Alliance announced the listing of its common shares for trading on the Frankfurt Stock 

Exchange under the Symbol 1LA (WKN: A2DFYX: ISIN: CA01861C1095). The Frankfurt Stock Exchange is 

the world's 10th largest stock exchange by market capitalization and largest of Germany’s seven stock exchanges. 

The Company anticipates the Frankfurt listing will increase trading liquidity and facilitate investment in the 

Company by investors across Europe. This increased exposure to worldwide markets enables Europeans to trade 

the Company’s common shares in Euros. 

 

On December 1, 2016, the Company announced the engagement of a clean room qualified architect and a 

construction consultant for the design and development of its cannabis Botany Centre, under license from 

B.R.I.M.  Alliance and B.R.I.M. identified and agreed on the engagement of Gary Fields Architecture, a senior 

architecture firm from British Columbia that is qualified in designing clean room labs and also has clearances for 

high security construction projects such as Health Canada’s MMPR commercial facilities, federal level airports, 

etc.  Gary Fields Architecture will not only bring the design to the project, but also act as a general contractor, 

making them an effective one stop solution for the overall project construction.  

 

To assist in monitoring the entire construction process and serving as the Company’s representative, Alliance has 

engaged a 25 year experienced construction consultant, Kruger Pacific Ltd.  

 

Alliance is building strategic partnerships and distribution networks while securing long-term plantlet supply 

contracts and flower off-take agreements for CBD oil extractions. On December 6, 2016, management announced 

that it had entered negotiations to acquire a 10% non-dilutive interest in a private company in Ontario that has 

assembled a top tier growing team with management that has the expertise to expedite the license producer 

application process. Following the execution of a Letter of Intent, it is proposed that Alliance will invest up to 

$750,000 in this venture. This agreement will include supplying plantlets to the private grower from Alliance’s 

Cannabis Botany Centre, 

 

Through a serious of strategic alliances and investments in Licensed Producers at various stages in the license 

process, Alliance is focused on securing long term plantlet supply contracts and offtake agreements at wholesale 

cost for flower to be used for CBD oil extraction.  The CBD market is growing at a very high rate and is expected 

to reach over $2 billion by 2020. Alliance Growers will also target the U.S. market where 28 states plus the District 

of Columbia have legalized medical marijuana and 15 other states that currently allow for the sale of CBD 

products.  

On December 9, 2016, Alliance entered into discussions with an Israeli medical cannabis company to create a joint 

venture to develop pharmaceutical grade cannabidiol oil (CBD Oil). 

 

Included in the discussions is the joint development of 45 hectares of land for the growth of high quality cannabis 

plants, as legally permitted in an offshore, low operating cost jurisdiction.  It is anticipated that the majority of the 

plant production would be processed for the extraction of pharmaceutical grade CBD Oil.  In contrast with current 

commercial extraction methods, the Israeli company’s innovative extraction technology removes impurities 

allowing for the production of the highest quality CBD oil. This would facilitate the importation of the CBD Oil 

into various states in the USA, into Canada when legalized, and into other countries as permitted. 

 

The potential partner has extensive expertise cultivating world-class marijuana in technical greenhouses.  They 

have a team of scientists, designers, and engineers committed to developing high quality medical cannabis using 

greenhouses in geographical locations that offer an abundance of natural light. The joint venture partner’s R&D, 

based in Israel, involves both scientific and academic research, as well as current ongoing registered medical 

clinical studies. 
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Selected annual information 

 

The following table summarizes audited financial data for annual operations reported by the Company for the three 

most recently completed financial years. 

 

For the year ended  

 

August 31, 

2016 

August 31, 

2015 

 

Total assets ($) 194,299  109,331   

Current liabilities ($) 332,248  126,601   

Revenues ($) Nil Nil  

Net loss ($) (278,454)  (989,623)  

Basic and diluted loss 

per common share ($) (0.01) (0.05) 

 

Weighted average 

number of common 

shares outstanding 26,626,114  20,765,697  

 

 

 

SUMMARY OF QUARTERLY RESULTS 

 

 

 

 

 

Description 

Three months 

ended 

Aug. 31 2016 

$ 

Three months 

ended 

May 31, 2016 

$ 

Three months 

ended 

Feb 29, 2016 

$ 

Three months 

ended 

Nov. 30, 2015 

$ 

 

Total Revenue 

 

Nil 

 

Nil 

 

 Nil 

 

Nil 

 

Total Expenses 

 

161,275  

 

   80,998 

 

47,681 

 

32,349 

 

Total loss 

 

    (90,001) 

 

    (78,423) 

 

(77,681) 

 
(32,349) 

Loss per share 
 

(0.00) 

 

(0.00) 

 

(0.00) 

 

(0.00) 
  

  

 

 

 

Description 

Three months 

ended 

Aug. 31 2015 

$ 

 

Nil 

 

779,969 

 

(779,969) 

 

 

($0.01) 

Three months 

ended 

May 31, 2015 

$ 

Three months 

ended 

Feb. 28, 2015 

$ 

Three months 

ended 

Nov. 30, 2014 (1) 

$ 

Total Revenue Nil Nil Nil Nil 

Total Expenses 790,798 26,130 40,599 142,925 

Total loss (790,798) (26,130) (40,599) (142,925) 

Loss  per share ($0.01) ($0.00) ($0.00) ($0.05) 

 

Since inception the Company has not generated revenue.  

 

The financial information for the three months ended November 30, 2014 relates to Shesley Mining Inc., the 

predecessor company prior to the Amalgamation. 

 

During the three months ended August 31, 2015 we recorded listing fees of $420,405 and impairment of our 

investment in BCMM of $225,000, which resulted in higher total expenses and losses than other quarters.  

 

During the year ended August 31, 2016, the Company became increasingly active with its business activities and 

administrative support, therefore total expenses and loss increased over the four quarters.  
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RESULTS OF OPERATIONS 

 
Year ended August 31, 2016 

 

The Company had a net loss of $278,454 for the year ended August 31, 2016, compared to a net loss of $989,623 

for the year ended August 31, 2015.  The primary reason for the difference was that we recorded net non-

operating income of $43,849 in the current year while in the prior year we recorded net non-operating expenses 

of $654,575. Other income include gain of $25,998 on sale of our holdings in Laguna shares in 2016 which did 

not incur in 2015, gain on debt settlement of $26,851 in 2016 increased from $10,830 in 2015. Other expenses 

include the impairment $9,000 on our investment in BCMM decreased from $225,000 in 2015. In 2015 we 

recorded loss of $20,000 on uncollectible note and listing fees of $420,405 which did not incur in 2016.  

 

Operating expenses for the year ended August 31, 2016 were $332,303 compared to $335,048 for the year ended 

August 31, 2015.  Operating expenses in the year ended August 31, 2016 were lower than the prior period, 

primarily due to a decrease in the following expenses; legal fees decreased by $51,660 from $52,121 in 2015 to 

$461 in 2016 due to legal services required for the Company’s listing, accounting and audit fees decreased by 

$25,164 from $56,600 in 2015 to $31,436 in 2016 as we more streamlined our accounting work, travel expenses 

decreased by $8,126 from $10,834 in 2015 to $2,708 in 2016 as we had two office locations in 2015. 

Management fees increased by $66,880 from $24,020 in 2015 to $90,900 in 2016, general and administrative 

expenses increased by $29,346 from 35,231in 2015 to $64,577 in 2016, directors’ fees increased from $4,250 in 

2015 to $18,575 in 2016, because in the prior period the Company was a private corporation without a board of 

directors for part of the year and the Company was more active in 2016. 

 

During the year ended August 31, 2016 and August 31, 2015, basic and diluted loss per share was $0.01 and $0.05 

respectively. 

 

Alliance recorded unrealized gain of $117,000 on the fair value of its Laguna Blends shares based on their market 

trading price on August 31, 2016. 

 

Year ended August 31, 2015 

 

The loss and comprehensive loss for the period increased by $882,164 and totaled $989,623 for the year ended 

August 31, 2015 compared to $107,459 for the year ended August 31, 2014.  

 

The loss is primarily due to the charge related to public company listing of $420,405 as well as to an increase in 

operating expenses of $227,589 (year ended August 31, 2015 - $335,048; year ended August 31, 2014 - $107,459).  

The increase in overall expenses was mainly due to an increase in consulting fees of $91,021, an increase in legal 

fees of $49,455 and an investment impairment of $225,000. 

 

During the years ended August 31, 2015 and 2014, the basic and diluted loss per share was $0.05 and $0.04, 

respectively. 
  

Three Months ended August 31, 2016 Highlights 

 

The net loss totaled $90,001 for the three months ended August 31, 2016 compared to a net loss of 

$790,798 for the three months ended August 31, 2015. 

 

During the three months ended August 31, 2016 we recorded $19,494 for services for the listing of our common 

shares for trading on the Frankfurt Stock Exchange.  

 

During the three months ended August 31, 2016 we recorded gain of $23,423 on sale of Laguna Blends shares.  

 

In the quarter ended August 31, 2016 we recorded unrealized gain of $92,475 from February 29, 2016 on the 

fair value increase of its Laguna Blends shares based on their market value on August 31, 2016. 
 

Cash flows for the years ended August 31, 2016 and 2015 

 

Operating Activities 

 

During the year ended August 31, 2016 and August 31, 2015, operating activities used cash of $56,565 and 

$250,509 respectively. 
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Investing Activities 

 

During the year ended August 31, 2016 Alliance received proceeds of $67,998 from sales of its investment of 

Laguna Blends shares on the market and used $Nil cash for investments.  During the year ended August 31 2015 

we used cash of $65,000 on purchasing common shares of Languna Blends.  

 

Financing Activities 

 

During the year ended August 31, 2015 Alliance was advanced $78,036 from a lender, which was unsecured, 

non-interest bearing and repayable upon demand and rai sed$283,150 by issuing common shares of the 

Company. 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

As at August 31, 2016 the Company had a working capital deficit of $137,949 compared to working capital 

deficit of $17,270 at August 31, 2015. 

 

As at August 31, 2016 the Company had cash balance of $1,207 compared to cash balance of $1,906 at August 

31, 2015. 

 

The Company’s continued development is contingent upon its ability to raise sufficient financing both in the short 

and long-term.  There are no guarantees that additional sources of funding will be available to the Company; 

however, management is committed to pursuing all possible sources of financing in order to execute its business 

plan. Due to the uncertainty of its ability to meet its current operating and capital expenses, in the notes to its 

audited financial statements for the year ended August 31, 2016, the Company’s independent auditors included an 

explanatory paragraph regarding their substantial doubt about the Company’s ability to continue as a going 

concern. 

 

OFF BALANCE SHEET ARRANGEMENTS 

 

The Company has not had any off balance sheet arrangements as of August 31, 2016 or the date of this report. 

 

RELATED PARTY TRANSACTIONS 

 

Related parties include the Board of Directors and executive officers and enterprises that are controlled by these 

individuals. Key management personnel are those having authority and responsibility for planning and 

controlling the activities of the Company directly or indirectly, including any directors (executive and non - 

executive) of the Company. 

 

The Company incurred the following fees to related parties during the year ended August 31, 2016: 

 

a) Management fees: 

 

(i) $71,250 (2015 - $Nil) cash based fees and 190,000 common shares fair valued at $4,025 to the  President 

of the Company (who was also the CFO of the Company to April 30, 2016) during the year ended August 

31, 2016;  

(ii) $1,500 (2015 - $Nil) to the former CFO of the Company who was appointed and resigned during the year 

ended August 31, 2016;  

(iii) $14,000 (2015 - $Nil) cash based fees and 20,000 common shares fair valued at $575 to the CFO of the 

Company during the year ended August 31, 2016;  

(iv) $Nil (2015 - $18,020) to a former President of the Company who resigned during the year ended August 

31, 2016;  

(v) $Nil (2015 - $6,000) to a relative of a director of the company, who was appointed and resigned as 

President during the year ended August 31, 2016; 

 

b) Consulting fees:  

 

(i) $7,500 (2015 - $Nil) cash based fees and 15,000 common shares fair valued at $450 to a director of the 

Company during the year ended August 31, 2016; 

(ii) $Nil (2015 - $3,000) to a director of the Company who resigned during the year ended August 31, 2016; 

(iii) $Nil (2015 - $32,426) cash based fees to a company controlled by a director of the Company, who resigned  

during the year ended August 31, 2016; 

(iv) $Nil (2015 - $6,000) to a relative of a director of the Company,  who was both appointed and resigned as 

President subsequent to year end August 31,2016; 
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c) Directors fees: 

 

(i) $13,250 (2015 - $2,000) cash based fees and 150,000 common shares fair valued at $3,825 to directors of 

the Company; and 

(ii) $Nil (2015 - $2,250) cash based fees and 100,000 common shares fair valued at $1,500 to a former director 

who resigned during the year ended August 31, 2016.  

 

As at August 31, 2016, $21,894 (2015 - $7,500) was owing to and 65,000 common shares with a fair value of 

$1,800 (2015: - $Nil) were to be issued to the CEO of the Company, $14,000 was owing to the CFO of the 

Company, $14,082 was owing to two directors of the Company, $3,500 (2015 - $6,000) was owing to a relative of 

a former director of the Company, who was appointed and resigned as President during the year ended August 31, 

2016, $18,088 (2014 - $4,500) was owing to the former controller of the Company, and $27,546 (2015 - $27,546) 

was owing to a former director of the Company and a company controlled by that director. 

 

The amounts due to related parties are unsecured, non-interest bearing, and have no fixed terms of repayment.  

 

The Company is committed to paying its current President and CEO wages of $7,500 per month and the CFO 

$3,500 per month on a monthly basis with no fixed term.  

 

DISCLOSURE OF OUTSTANDING SHARE DATA 

 

Authorized 

 

The Company is authorized to issue an unlimited number of common shares and preferred shares without 

par value. 

 

Common shares 

 

During the year ended August 31, 2016:  

 

a)   Issued 90,000 shares at $0.05 per share for consulting services of $4,500; 

b)   Issued 767,175 shares with a fair value of $11,507 to settle debts of $38,358, resulting in a gain on debt 

settlement of $26,851; 

c)   Issued 600,000 shares fair valued at $9,000 to purchase 5% equity interest of BCMM; 

d)   Issued 630,000 shares fair valued at $16,100 for director, management and consulting services . 

e)   During the year ended August 31, 2016 the Company purchased 550,000 of its common shares in the market 

for an amount totalling $12,822 and disposed of 450,000 of these shares for proceeds of $10,690. The net 

cash outflow of $2,132 was recorded as a charge to share capital during the year ended August 31, 2016. 

The remaining 100,000 common shares were sold subsequent to August 31, 2016.  

 

During the year ended August 31, 2015: 

 

a)  Biotech issued 170,000 shares at $0.10 per share for consulting services of $15,000 and   directors fees 

of $2,000. 

b)   Biotech issued 1,213,337 shares at $0.075 per share for gross proceeds of $91,000.  

c)  Biotech issued 1,215,000 shares at $0.10 per share for gross proceeds of $121,500.  Biotech repurchased 

4,710,000 common shares that were initially issued at $0.005 per share  for  a  total  of  $23,550,  and  

re-issued  them at  $0.02  per  share,  for  proceeds  of $94,200. 

d)   The Company issued 433,200 shares valued at $21,660 to settle related party debt of $32,490.  As a 

result of the debt settlement, a gain of $10,830 was recorded on the statement of loss and comprehensive 

loss. 

e)   The Company issued 205,000 shares valued at $10,250 for consulting services of $8,000 and directors 

fees of $2,250. 

 

As at August 31, the Company had 27,678,527 common shares issued and outstanding.  

 

On October 7, 2016 the Company issued 947,000 common shares to settle outstanding debt of $113,640 at $0.12 per 

share.  

 

On October 19, 2016 the Company issued 4,300,000 units of private placement at $0.05 per unit for gross proceeds of 

$215,000, with each unit comprised of one common share and half share purchase warrant. Each warrant entitles the 

holder to acquire one additional common share of the Company at an exercise price of $0.10 per share for a period of 

two years from the closing of the private placement.  
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On October 28, 2016 the Company issued 100,000 common shares for warrants exercised at $0.10 per share for gross 

proceeds of $10,000.  

 

On December 15, 2016 the Company issued 1,100,000 common shares for options exercised at $0.05 per share for 

gross proceeds of $55,000.  

 

During November and December, 2016 the Company received gross proceeds of $147,000 for subscriptions for 

735,000 units of private placement at $0.20 per unit with each unit comprised of one common share and one share 

purchase warrant. Each warrant entitles the holder to acquire one additional common share of the Company at an 

exercise price of $0.30 per share for a period of two years from the closing of the private placement. As at the date of 

this report the private placement has not closed.  

 

As of the date of this report, the Company had 34,225,527 common shares issued and outstanding.  

 

Options 

 

On September 15, 2016, the Company granted 2,750,000 options to directors, officers and consultants of the 

Company. The options are exercisable into the Company’s common stock at $0.05 per share until September 15, 

2021. 1,100,000 of these options were exercised on December 15, 2016. As of the date of this report, 1,650,000 of 

these options are outstanding and exercisable.  

 

Warrants 

 

On October 19, 2016 the Company issued 2,150,000 warrants with the closing of the private placement (see above). 

Each warrant entitles the holder to acquire one additional common share of the Company at an exercise price of $0.10 

per share for a period of two years from the closing of the private placement. If during the exercise period of the 

warrants, but after the resale restrictions on the shares have expired, the Company's shares trade at or above a 

weighted average trading price of $0.15 per share for 10 consecutive trading days, the Company may accelerate the 

expiry time of the warrants by giving written notice to warrant holders that the warrants will expire 30 days from the 

date of providing such notice. On October 28, 2016, 100,000 of these warrants were exercised. As of the date of this 

report, 2,050,000 of these warrants are outstanding. 

 

Critical Accounting Policies and Estimates 

 

Significant estimates and assumptions 

The preparation of these consolidated financial statements in accordance with IFRS requires the Company to make 

estimates and assumptions concerning the future. The Company’s management reviews these estimates and 

underlying assumptions on an ongoing basis, based on experience and other factors, including expectations of 

future events that are believed to be reasonable under the circumstances. Revisions to estimates are adjusted for 

prospectively in the period in which the estimates are revised. 

Estimates and assumptions where there is significant risk of material adjustments to assets and liabilities in future 

accounting periods include, fair value measurements for financial instruments, the recoverability and measurement 

of deferred tax assets, and contingent liabilities. 

Significant judgments 

The preparation of these consolidated financial statements in accordance with IFRS requires the Company to make 

judgments, apart from those involving estimates, in applying accounting policies.  The most significant judgments 

in applying the Company’s consolidated financial statements include:  

- The assessment of the Company’s ability to continue as a going concern and whether there are 
events or conditions that may give rise to significant uncertainty; 

- The determination of whether an acquisition constitutes a business combination or an acquisition of 
assets; 

- the classification of financial instruments; and 

- the determination of the functional currency of the parent company and its subsidiaries. 
 

New Accounting Standards and Interpretations 

Please refer to Note 2 of the audited consolidated financial statements.  
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FINANCIAL INSTRUMENTS 

 

The Company’s financial instruments are exposed to certain financial risks. The risk exposures and the impact on 

the Company's financial instruments at August 31, 2016 are summarized below. The board of directors reviews 

with management the principal risks affecting the Company and the systems that have been put in place to manage 

these risks. 

 

Foreign currency risk 

The Company’s functional currency is the Canadian dollar.  The Company is not exposed to significant currency 

risk at this time.  

 

Interest Risk and Credit Risk 

The Company has no credit risk on its note receivable and no significant interest rate risk. The Company's current 

policy is to invest excess cash in investment-grade short-term deposit certificates issued by reputable financial 

institutions with which it keeps its bank accounts and management believes the risk of loss to be low.  

 

The Company periodically monitors the investments it makes and is satisfied with the credit ratings of its banks.  

 

Liquidity Risk 

The Company intends to manage liquidity risk by maintaining sufficient cash balances.  Liquidity requirements are 

managed based on expected cash flows to ensure that there is sufficient capital in order to meet short term 

obligations. As at August 31, 2016, the Company had a cash balance of $1,207 to settle current liabilities of 

$332,248. The Company will need to source additional financing to pay its obligations as they come due.   

 

Capital Management 

 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going 

concern in order to pursue the development of its projects and to maintain a flexible capital structure for its 

projects for the benefit of its stakeholders. As the Company is in the development stage, its principal source of 

funds is from the issuance of common shares.     

In the management of capital, the Company includes the components of shareholders’ equity (deficiency), net of 

cash. 

 

The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions 

and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may 

attempt to issue new shares, enter into joint arrangements, acquire or dispose of assets or adjust the amount of cash 

and investments. There were no changes in the Company’s approach to capital management during the year.  

 

Fair Value  

 

The carrying value of the Company’s financial instruments including cash, accounts payables, and due to related 

parties approximates their fair value due to the immediate or short term maturity of these financial instruments . 

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy 

according to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value 

hierarchy are: 

 

 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 

 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either 

directly or indirectly; and 

 Level 3 – Inputs that are not based on observable market data. 
  

The investment in Laguna Blends was recorded at fair value determined based on its historical cost (the cost 

approach – a level 3 input).  During the year ended August 31, 2016, the underlying shares of this investment 

began trading on the CSE and the value of the marketable securities are now determined based on the market price 

of the shares (a level 1 input). 
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SUBSEQUENT EVENTS 

 

On September 15, 2016, the Company granted 2,750,000 options to directors, officers and consultants of the 

Company. The options are exercisable into the Company’s common stock at $0.05 per share until September 15, 

2021. 

 

On October 7, 2016 the Company issued 947,000 common shares to settle outstanding debt of $113,640 at $0.12 per 

share.  

 

On October 19, 2016 the Company issued 4,300,000 units of private placement at $0.05 per unit for gross proceeds of 

$215,000, with each unit comprised of one common share and half share purchase warrant. Each warrant entitles the 

holder to acquire one additional common share of the Company at an exercise price of $0.10 per share for a period of 

two years from the closing of the private placement.  

 

On October 28, 2016 the Company issued 100,000 common shares for warrants exercised at $0.10 per share for gross 

proceeds of $10,000.  

 

On December 15, 2016 the Company issued 1,100,000 common shares for options exercised at $0.05 per share for 

gross proceeds of $55,000.  

 

During November and December, 2016 the Company received gross proceeds of $147,000 for subscriptions for 

735,000 units of private placement at $0.20 per unit with each unit comprised of one common share and one share 

purchase warrant. Each warrant entitles the holder to acquire one additional common share of the Company at an 

exercise price of $0.30 per share for a period of two years from the closing of the private placement. As at the date of 

this report the private placement has not closed.  

 

ADDITIONAL INFORMATION 

 

The information provided in this MD&A is not intended to be a comprehensive review of all matters concerning 

the Company. This MD&A should be read in conjunction with other disclosure documents provided by the 

Company, which can be a ccessed at www.sedar.com 

  

No securities commission or regulatory body has reviewed the accuracy or adequacy of the information 

presented herein. 

http://www.sedar.com/

