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FORM 7 
 

MONTHLY PROGRESS REPORT 

Name of Listed Issuer:   iAnthus Capital Holdings, Inc. (the “Issuer”). 

Trading Symbol:  IAN   

Number of Outstanding Listed Securities:  15,955,019   

Date:  February 28, 2017   

This Monthly Progress Report must be posted before the opening of trading on the fifth 
trading day of each month.  This report is not intended to replace the Issuer’s obligation 
to separately report material information forthwith upon the information becoming known 
to management or to post the forms required by Exchange Policies.  If material 
information became known and was reported during the preceding month to which this 
report relates, this report should refer to the material information, the news release date 
and the posting date on the Exchange website. 

This report is intended to keep investors and the market informed of the Issuer’s ongoing 
business and management activities that occurred during the preceding month.  Do not 
discuss goals or future plans unless they have crystallized to the point that they are 
"material information" as defined in the Policies. The discussion in this report must be 
factual, balanced and non-promotional. 

General Instructions 

(a) Prepare this Monthly Progress Report using the format set out below.  The 
sequence of questions must not be altered nor should questions be omitted or 
left unanswered.  The answers to the items must be in narrative form.  State 
when the answer to any item is negative or not applicable to the Issuer.  The title 
to each item must precede the answer. 

(b) The term “Issuer” includes the Issuer and any of its subsidiaries. 

(c) Terms used and not defined in this form are defined or interpreted in Policy 1 – 
Interpretation and General Provisions. 

Report on Business 

1. Provide a general overview and discussion of the development of the Issuer’s 
business and operations over the previous month.  Where the Issuer was inactive 
disclose this fact. 

iAnthus Capital Holdings, Inc., through its 100% owned subsidiary, iAnthus 
Capital Management, LLC, delivers a comprehensive solution for financing 
and managing licensed cannabis cultivators, processors and dispensaries 
throughout the United States. Founded by entrepreneurs with decades of 



 

 

FORM 7 – MONTHLY PROGRESS REPORT 
January 2015 

Page 2 

experience in investment banking, corporate finance, law and healthcare 
services, iAnthus provides a unique combination of capital and hands-on 
operating and management expertise. The Company harnesses these skills 
to support a diversified portfolio of cannabis industry investments for our 
shareholders, including direct equity investments in for-profit license 
holders and lending facilities coupled with management services to not-for-
profit license holders. 

The Issuer has been focusing on growing its pipeline of cannabis industry 
investments in order to maximize value for its shareholders. Management 
has also been focusing on preparing the Issuer’s accounting records for its 
year-end audit. 

The Issuer also closed its bought deal private placement for aggregate gross 
proceeds of C$20 million (the “Offering”). Pursuant to the Offering, the 
Company issued a total of C$20 million of 8.0% unsecured convertible 
debentures (the “Debentures”). The Debentures will be convertible at the 
option of the holder into common shares of the Company (the “Common 
Shares”) at any time prior to the close of business on February 28, 2019 at a 
conversion price of C$3.10 per Common Share (the “Conversion Price”), 
subject to adjustment and acceleration in certain events. Beginning on June 
29, 2017, the Company may force the conversion of all of the principal 
amount of the then outstanding Debentures at the Conversion Price on 30 
days prior written notice should the daily volume weighted average trading 
price of the Common Shares be greater than C$4.50 for any 10 consecutive 
trading days. 

The Convertible Debentures will bear interest from the date of closing at 
8.0% per annum, payable semi-annually on the last day of February and 
August of each year. The Convertible Debentures will have a maturity date 
of 24 months from the Closing Date of the Offering (the “Maturity Date”).  

The Convertible Debentures will be subject to redemption, in whole or in 
part, by the Company at any time after 12 months upon giving holders not 
less than 30 and not more than 60 days’ prior written notice, at a price equal 
to the then outstanding principal amount of the Convertible Debentures plus 
all accrued and unpaid interest up to and including the redemption date. 
Upon a change of control of the Company, holders of the Convertible 
Debentures will have the right to require the Company to repurchase their 
Convertible Debentures, in whole or in part, on the date that is 30 days 
following the giving of notice of the change of control, at a price equal to 
104% of the principal amount of the Convertible Debentures then 
outstanding plus accrued and unpaid interest thereon (the “Offer Price”). If 
90% or more of the principal amount of the Convertible Debentures 
outstanding on the date of the notice of the change of control have been 
tendered for redemption, the Company will have the right to redeem all of the 
remaining Convertible Debentures at the Offer Price.  
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Net proceeds from the Offering will be used primarily for funding the Loan 
Facility (as described below) and for general working capital purposes.  

The Offering is in the form of a bought deal private placement (i) in Canada 
to “accredited investors” within the meaning of National Instrument 45-106 
– Prospectus Exemptions and other exempt purchasers in each province of 
Canada, as agreed upon by the Company and the Underwriters, (ii) in the 
United States only to Qualified Institutional Buyers (within the meaning of 
Rule 144A), and in each case in compliance with the securities laws of the 
applicable states of the United States and (iii) outside Canada and the United 
States on a basis which does not require qualification or registration of the 
Convertible Debentures or Common Shares issuable upon conversion of the 
Convertible Debentures. 

2. Describe and provide details of any new products or services developed or offered. 
For resource companies, provide details of new drilling, exploration or production 
programs and acquisitions of any new properties and attach any mineral or oil and 
gas or other reports required under Ontario securities law. 

N/A  

3. Describe and provide details of any products or services that were discontinued. 
For resource companies, provide details of any drilling, exploration or production 
programs that have been amended or abandoned. 

N/A 

4. Describe any new business relationships entered into between the Issuer, the 
Issuer’s affiliates or third parties including contracts to supply products or services, 
joint venture agreements and licensing agreements etc. State whether the 
relationship is with a Related Person of the Issuer and provide details of the 
relationship. 

The Issuer has entered into a strategic relationship with The Green Solution, 
LLC and certain of its affiliated Colorado entities (collectively, “TGS”). TGS 
is one of the largest regulated cannabis industry businesses in the United 
States, and operates 12 retail stores and integrated state-of-the-art 
cultivation and processing facilities in the state of Colorado. The strategic 
relationship includes an initial financing, by iAnthus to TGS, consisting of a 
US$7,500,000 loan facility (the “Loan Facility”). In addition, TGS has entered 
into an advisory agreement to provide iAnthus with operational expertise 
and advice in support of the Company’s investments in Massachusetts, 
Vermont, New Mexico and Colorado. TGS, through its affiliate TGS National 
Franchise, LLC (“TGS National Franchise”) will also facilitate introductions 
to franchisee operators in multiple states across the U.S., presenting the 
Company with significant opportunities for additional financing and equity-
based investment partnerships with TGS National’s franchisee operators. 
Describe the expiry or termination of any contracts or agreements between 
the Issuer, the Issuer’s affiliates or third parties or cancellation of any 
financing arrangements that have been previously announced. 
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The Loan Facility consists of a credit facility between iAnthus’ wholly owned 
Colorado subsidiary, Scarlet Globemallow, LLC (“Scarlet”), and TGS’ parent 
company in the amount of US$7,500,000. The Loan Facility has a term of one 
year, and interest on borrowings is payable at the rate of 14% during the first 
4 months, escalating to 23% for the remaining 8 months. The Loan Facility 
will be drawn in tranches over the next four months, with the first tranche 
being US$2,150,000. The Loan Facility includes personal guaranties from the 
owners of TGS’ parent company. The investment is an arm’s length 
transaction and iAnthus holds no ownership interest in TGS or its parent 
company. 

5. Describe any acquisitions by the Issuer or dispositions of the Issuer’s assets that 
occurred during the preceding month.  Provide details of the nature of the assets 
acquired or disposed of and provide details of the consideration paid or payable 
together with a schedule of payments if applicable, and of any valuation. State how 
the consideration was determined and whether the acquisition was from or the 
disposition was to a Related Person of the Issuer and provide details of the 
relationship. 

N/A 

6. Describe the acquisition of new customers or loss of customers. 

N/A 

7. Describe any new developments or effects on intangible products such as brand 
names, circulation lists, copyrights, franchises, licenses, patents, software, 
subscription lists and trade-marks. 

N/A 

8. Report on any employee hirings, terminations or lay-offs with details of anticipated 
length of lay-offs. 

N/A 

9. Report on any labour disputes and resolutions of those disputes if applicable. 

N/A 

10. Describe and provide details of legal proceedings to which the Issuer became a 
party, including the name of the court or agency, the date instituted, the principal 
parties to the proceedings, the nature of the claim, the amount claimed, if any, if 
the proceedings are being contested, and the present status of the proceedings. 

N/A 

11. Provide details of any indebtedness incurred or repaid by the Issuer together with 
the terms of such indebtedness. 

N/A 

12. Provide details of any securities issued and options or warrants granted. 

 

Security Number Issued Details of Issuance Use of Proceeds(1) 
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Convertible 
debenture 

20,000 Convertible into 
common shares at 
$3.10/share, 
expiring on February 
28, 2019 

Primarily for funding 
of the Loan Facility 

 (1) State aggregate proceeds and intended allocation of proceeds. 

13. Provide details of any loans to or by Related Persons. 

N/A 

14. Provide details of any changes in directors, officers or committee members. 

N/A 

15. Discuss any trends which are likely to impact the Issuer including trends in the 
Issuer’s market(s) or political/regulatory trends. 

Regulatory Risks 

The Issuer’s activities would be subject to regulation by governmental authorities. Achievement of the 

Issuer’s business objectives are contingent, in part, upon compliance with necessary and applicable 

regulatory requirements enacted by these governmental authorities and obtaining all regulatory approvals 

necessary. The Issuer cannot predict the time required to secure all appropriate regulatory approvals. Any 

delays in obtaining, or failure to obtain regulatory approvals would significantly delay the development of 

the Issuer’s plans and could have a material adverse effect on the business, results of operations and 

financial condition of the Issuer. 

Investing in target companies or projects which have limited or no operating history and are engaged in 

activities currently considered illegal under US federal laws. 

The Issuer will invest in businesses that are directly or indirectly engaged in the medical and adult-use 

marijuana industry in the United States where local state law permits such activities. However, the 

distribution, possession, and consumption of cannabis remain illegal under US federal law. There is a 

growing movement in the United States supporting the legalization of cannabis for medical, as well as non-

medical purposes. As of June 2016, twenty-five (25) states and Washington, D.C. enacted legislation to 

legalize and regulate the sale and use of medical cannabis without limits on THC, while another 15 states 

have legalized and regulate the sale and use of medical cannabis with strict limits on the levels of THC.  

However, the federal government has not enacted similar legislation and the cultivation, sale and use of 

cannabis remains illegal under federal law pursuant to the Controlled Substance Act of 1970. While the 

federal government has stated its present intention not to enforce federal laws relating to cannabis where 

the conduct at issue is legal under applicable state law, there can be no guarantee that it will not enforce 

such laws in the future. Further, there is no guaranty that state laws legalizing and regulating the sale and 

use of cannabis will not be repealed or overturned, or that local governmental authorities will not limit the 

applicability of state laws within their respective jurisdictions. If the federal government begins to enforce 

federal laws relating to cannabis in states where the sale and use of cannabis is currently legal, or if existing 

state laws are repealed or curtailed, the Issuer’s investments is such businesses would be materially and 

adversely affected notwithstanding the fact that the Issuer is not directly engaged in the sale or distribution 

of cannabis. However, the federal government has not legalized marijuana for medical or adult-use. The 

federal government of the United States has specifically reserved the right to enforce federal law in regards 

to the sale and disbursement of medical or adult-use use marijuana even if such sale and disbursement is 

sanctioned by state law. Further, there is no guaranty that at some future date, voters and/or the applicable 

legislative bodies will not repeal, overturn or limit any such legislation legalizing the sale, disbursement 
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and consumption of medical or adult-use marijuana. It is also important to note that local and city ordinances 

may strictly limit and/or restrict disbursement of marijuana in a manner that will make it extremely difficult 

or impossible to transact business that is necessary for the continued operation of the marijuana industry. 

Federal actions against any individual or entity engaged in the marijuana industry or a substantial repeal of 

marijuana related legislation could adversely affect the Issuer, its business and its investments.  

The Issuer’s funding of the activities of businesses engaged in the medical and adult-use marijuana industry 

through direct loans or other forms of investment, is illegal under the applicable federal laws of the United 

States and other applicable law. There can be no assurances the federal government of the United States or 

other jurisdictions will not seek to enforce the applicable laws against the Issuer. The consequences of such 

enforcement would likely be materially detrimental to the Issuer, the Issuer’s business and could result in 

the forfeiture or seizure of all or substantially all of the Issuer’s assets.  

Change in Laws, Regulations and Guidelines 

The implementation of the Issuer’s business plan and the eventual operations are subject to a variety of 

laws, regulations and guidelines relating to the manufacture, management, transportation, storage and 

disposal of medical marijuana but also including laws and regulations relating to health and safety, the 

conduct of operations and the protection of the environment. Changes to such laws, regulations and 

guidelines due to matters beyond the control of the Issuer may cause adverse effects to the Issuer. 

Limited Operating History 

Neither iAnthus nor BC Co has history of earnings. As such, after completion of the Transaction, the Issuer 

has no immediate prospect of generating revenue from its intended operations. The Issuer 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 Issuer will be successful in achieving a return on shareholders’ investment and the 

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

Reliance on Management 

The success of the Issuer is dependent upon the ability, expertise, judgment, discretion and good faith of its 

senior management. While employment agreements or management 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 Issuer’s business, operating results or financial condition. 

Additional Financing 

The Issuer will require equity and/or debt financing to support on-going operations, to undertake capital 

expenditures or to undertake acquisitions or other business combination transactions. There can be no 

assurance that additional financing will be available to the Issuer when needed or on terms which are 

acceptable. The Issuer’s inability to raise financing to fund capital expenditures or acquisitions could limit 

its growth and may have a material adverse effect upon future profitability. 

If additional funds are raised through further issuances of equity or convertible debt securities, existing 

shareholders could suffer significant dilution, and any new equity securities issued could have rights, 

preferences and privileges superior to those of holders of common shares. Any debt financing secured in 

the future could involve restrictive covenants relating to capital raising activities and other financial and 

operational matters, which may make it more difficult for the Issuer to obtain additional capital and to 

pursue business opportunities, including potential acquisitions. 
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Competition 

There is potential that the Issuer will face intense competition from other companies, some of which can be 

expected to have longer operating histories and more financial resources and experience than the Issuer. 

Increased competition by larger and better financed competitors could materially and adversely affect the 

business, financial condition and results of operations of the Issuer. 

Because of the early stage of the industry in which the Issuer will operate, the Issuer expects to face 

additional competition from new entrants. To become and remain competitive, the Issuer will require 

research and development, marketing, sales and support. The Issuer may not have sufficient resources to 

maintain research and development, marketing, sales and support efforts on a competitive basis which could 

materially and adversely affect the business, financial condition and results of operations of the Issuer. 

Risks Inherent in an Agricultural Business 

Medical marijuana is an agricultural product. There are risks inherent in the agricultural business, such as 

insects, plant diseases and similar agricultural risks. Although the products are usually grown indoors under 

climate controlled conditions, with conditions monitored, there can be no assurance that natural elements 

will not have a material adverse effect on the production of its products. 

Vulnerability to Rising Energy Costs 

Medical marijuana growing operations consume considerable energy, making the Issuer potentially 

vulnerable to rising energy costs. Rising or volatile energy costs may adversely impact the business of the 

Issuer and its ability to operate profitably. 

Unfavorable Publicity or Consumer Perception 

The Issuer believes the medical marijuana industry is highly dependent upon consumer perception 

regarding the safety, efficacy and quality of the medical marijuana produced. Consumer perception can be 

significantly influenced by scientific research or findings, regulatory investigations, litigation, media 

attention and other publicity regarding the consumption of medical marijuana products. There can be no 

assurance that future scientific research, findings, regulatory proceedings, litigation, media attention or 

other research findings or publicity will be favorable to the medical marijuana 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 favorable than, or that question, earlier 

research reports, findings or publicity could have a material adverse effect on the demand for medical 

marijuana and on the business, results of operations, financial condition and cash flows of the Issuer. 

Further, adverse publicity reports or other media attention regarding the safety, efficacy and quality of 

medical marijuana in general, or associating the consumption of medical marijuana with illness or other 

negative effects or events, could have such a material adverse effect. Such adverse publicity reports or other 

media attention could arise. 

Hindering market growth and state adoption due to inconsistent public opinion and perception of the 

medical-use and adult-use marijuana industry. 

Public opinion and support for medical and adult-use marijuana has traditionally been inconsistent and 

varies from jurisdiction to jurisdiction. While public opinion and support appears to be rising for legalizing 

medical and adult-use marijuana, it remains a controversial issue subject to differing opinions surrounding 

the level of legalization (for example, medical marijuana as opposed to legalization in general).  
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Product Liability 

In the event that the Issuer is able to obtain the necessary governmental approvals, as a manufacturer and 

distributor of products designed to be ingested by humans, the Issuer would face an inherent risk of exposure 

to product liability claims, regulatory action and litigation if its products are alleged to have caused 

significant loss or injury. In addition, the manufacture and sale of marijuana involve the risk of injury to 

consumers due to tampering by unauthorized third parties or product contamination. Previously unknown 

adverse reactions resulting from human consumption of marijuana alone or in combination with other 

medications or substances could occur. The Issuer could, in the event it becomes a manufacturer and 

distributor of medical marijuana, or in its role as an investor in or service provider to an entity that becomes 

a manufacturer and distributor of medical marijuana, be subject to various product liability claims, 

including, among others, that the marihuana product caused injury or illness, include inadequate 

instructions for use or include inadequate warnings concerning possible side effects or interactions with 

other substances. A product liability claim or regulatory action against the Issuer could result in increased 

costs, could adversely affect the Issuer’s reputation with its clients and consumers generally, and could 

have a material adverse effect on the results of operations and financial condition of the Issuer. There can 

be no assurances that the Issuer will be able to obtain or maintain product liability insurance on acceptable 

terms or with adequate coverage against potential liabilities. Such insurance is expensive and may not be 

available in the future on acceptable terms, or at all. The inability to obtain sufficient insurance coverage 

on reasonable terms or to otherwise protect against potential product liability claims could prevent or inhibit 

the commercialization of the Issuer’s potential products. 

Product Recalls 

Manufacturers and distributors of products are sometimes subject to the recall or return of their products 

for a variety of reasons, including product defects, such as contamination, unintended harmful side effects 

or interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure. 

Such recalls cause unexpected expenses of the recall and any legal proceedings that might arise in 

connection with the recall. This can cause loss of a significant amount of sales. In addition, a product recall 

may require significant management attention. Additionally, product recall can lead to increased scrutiny 

of operations by applicable regulatory agencies, requiring further management attention and potential legal 

fees and other expenses. 

Reliance on Key Inputs 

The marijuana business is dependent on a number of key inputs and their related costs including raw 

materials and supplies related to its growing operations, as well as electricity, water and other local utilities. 

Any significant interruption or negative change in the availability or economics of the supply chain for key 

inputs could materially impact the business, financial condition and operating results. Some of these inputs 

may only be available from a single supplier or a limited group of suppliers. If a sole source supplier was 

to go out of business, the Issuer might be unable to find a replacement for such source in a timely manner 

or at all. If a sole source supplier were to be acquired by a competitor, that competitor may elect not to sell 

to the Issuer in the future. Any inability to secure required supplies and services or to do so on appropriate 

terms could have a materially adverse impact on the business, financial condition and operating results. 

Dependence on Suppliers and Skilled Labour 

The ability of the Issuer 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 Issuer will be successful in maintaining its required supply of skilled labour, equipment, parts and 

components. It is also possible that the final costs of the major equipment contemplated by the Issuer’s 

capital expenditure program may be significantly greater than anticipated by the Issuer’s management, and 

may be greater than funds available to the Issuer, in which circumstance the Issuer may curtail, or extend 



 

 

FORM 7 – MONTHLY PROGRESS REPORT 
January 2015 

Page 9 

the timeframes for completing, its capital expenditure plans. This could have an adverse effect on the 

financial results of the Issuer. 

Difficulty to Forecast 

The Issuer 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 industry. A failure in the demand for its 

products 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 Issuer. 

Conflicts of Interest 

Certain of the directors and officers of the Issuer 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 Issuer 

and as officers and directors of such other companies. 

Litigation 

The Issuer 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 Issuer becomes involved be determined 

against the Issuer such a decision could adversely affect the Issuer’s ability to continue operating and the 

market price for the Issuer’s common shares. Even if the Issuer is involved in litigation and wins, litigation 

can redirect significant company resources. 

The Market Price of the Issuer’s Common Shares may be subject to Wide Price 
Fluctuations 

The market price of the Issuer’s common shares may be subject to wide fluctuations in response to many 

factors, including variations in the operating results of the Issuer and its subsidiaries, divergence in financial 

results from analysts’ expectations, changes in earnings estimates by stock market analysts, changes in the 

business prospects for the Issuer and its subsidiaries, general economic conditions, legislative changes, and 

other events and factors outside of the Issuer’s control. In addition, stock markets have from time to time 

experienced extreme price and volume fluctuations, which, as well as general economic and political 

conditions, could adversely affect the market price for the Issuer’s common shares. 

Dividends 

The Issuer has no earnings or dividend record, and does not anticipate paying any dividends on the common 

shares in the foreseeable future. Dividends paid by the Issuer would be subject to tax and, potentially, 

withholdings. 

Limited Market for Securities 

It is proposed that the Issuer Shares will be listed on the CSE, however, there can be no assurance that such 

listing will be obtained and even if obtained, that an active and liquid market for the Issuer Shares will 

develop or be maintained and an investor may find it difficult to resell any securities of the Issuer. 

There is a Substantial Risk of Regulatory or Political Change.  

The success of the business strategy of the Issuer depends on the legality of the marijuana industry. The 

political environment surrounding the marijuana industry in general can be volatile and the regulatory 

framework remains in flux. As of the date of this Prospectus, in the US, at least 25 states and Washington 

D.C. have implemented laws and regulations to legalize and regulate the cultivation, sale, possession and 

use of marijuana, and additional states have pending legislation regarding the same; however, the risk 

remains that a shift in the regulatory or political realm could occur and have a drastic impact on the industry 
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as a whole, adversely impacting the Issuer’s ability to successfully invest and/or participate in the selected 

business opportunities. Furthermore, marijuana remains illegal under US federal law, and the US federal 

government could bring criminal and civil charges against iAnthus or its investments at any time.  

The federal government can prosecute crimes related to the cultivation, distribution, possession and use of 

marijuana, as well as crimes arising out of the act of facilitating the cultivation, distribution, possession and 

use of marijuana.  

Delays in enactment of new state or federal regulations could restrict the ability of iAnthus to reach strategic 

growth targets and lower return on investor capital.  

The strategic growth strategy of the Issuer, is reliant upon certain federal and state regulations being enacted 

to facilitate the legalization of medical and adult-use marijuana. If such regulations are not enacted, or 

enacted but subsequently repealed or amended, or enacted with prolonged phase-in periods, the growth 

targets of the Issuer, and thus, the effect on the return of investor capital, could be detrimental. iAnthus is 

unable to predict with certainty when and how the outcome of these complex, legal, regulatory, and 

legislative proceedings will affect its business and growth.  

Banks often refuse to provide banking services to businesses involved in the marijuana industry due to the 

present state of the laws and regulations governing financial institutions in the United States.  

The lack of banking and financial services presents unique and significant challenges to businesses in the 

marijuana industry. The potential lack of a secure place in which to deposit and store cash, the inability to 

pay creditors through the issuance of checks and the inability to secure traditional forms of operational 

financing, such as lines of credit, are some of the many challenges presented by the unavailability of 

traditional banking and financial services.  

The U.S. Department of Justice (“DOJ”) continues to have the right and power to prosecute crimes 

committed by banks and financial institutions, such as money laundering and violations of the Bank Secrecy 

Act, that occur in any state, including in states that have legalized the applicable conduct. The DOJ’s current 

enforcement priorities could change for any number of reasons, including a change in the opinions of the 

President of the United States or the United States Attorney General. A change in the DOJ’s enforcement 

priorities could result in the DOJ prosecuting banks and financial institutions for crimes that previously 

were not prosecuted. 

The inability of the Issuer to respond to the changing regulatory landscape could harm its business. The 

medical and adult-use marijuana industry is subject to significant regulatory change at both the state and 

federal level. If the Issuer and its subsidiaries are unable to respond appropriately to changing federal and 

state regulations, it may not be successful in capturing significant market share. There are particular risks 

associated with synthetic production and technological advances that compete with the organic marijuana 

use and products.  

The pharmaceutical industry may attempt to dominate the marijuana industry, and in particularly, legal 

marijuana, through the development and distribution of synthetic products which emulate the effects and 

treatment of organic marijuana. If they are successful, the widespread popularity of such synthetic products 

could change the demand, volume and profitability of the marijuana industry. This could adversely affect 

the ability of the Issuer and its subsidiaries to secure long-term profitability and success through the 

sustainable and profitable operation of the anticipated businesses and investment targets. There may be 

unknown additional regulatory fees and taxes that may be assessed in the future. The Issuer is aware that 

multiple states are considering special taxes or fees on businesses in the marijuana industry. It is a potential 

yet unknown risk at this time that other states are in the process of reviewing such additional fees and 
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taxation. This could change the net income and return on the Issuer’s investments and/or participation in 

the selected business opportunities. 

Reliable Data on the Medical and Adult-Use Marijuana Industry is not Available.  

As a result of recent and ongoing regulatory and policy changes in the medical and adult-use marijuana 

industry, the market data available is limited and unreliable. Federal and state laws prevent widespread 

participation and hinder market research. Therefore, market research and projections by iAnthus of 

estimated total retail sales, demographics, demand, and similar consumer research, are based on 

assumptions from limited and unreliable market data, and generally represent the personal opinions of the 

Issuer’s management team as of the date of this document.  

There is a Risk of High Bonding and Insurance Costs.  

Although it will vary from state to state in the US, there is risk that some or all of the state regulatory 

agencies will begin requiring entities and individuals engaged in certain aspects of the business or industry 

of legal marijuana to post a bond when applying for a dispensary license or renewal as a guarantee of 

payment of sales and franchise tax. This risk may not be relevant to all aspects of the business or industry 

of legal marijuana, however, as this industry is relatively new, iAnthus does not have definitive information 

or enough information to date to completely quantify what such a figure could or would be. It remains an 

unknown cost that could have a negative impact on the ultimate success of iAnthus and its subsidiaries 

and/or iAnthus’ participation in the business opportunities ultimately selected.  

There are Risks Associated with new Well-capitalized Entrants Developing Large-Scale 
Operations. 

Currently, the marijuana industry generally is comprised of individuals and small to medium-sized entities, 

however, the risk remains that large conglomerates and companies who also recognize the potential for 

financial success through investment in this industry could strategically purchase or assume control of 

larger dispensaries and cultivation facilities. In doing so, these larger competitors could establish price 

setting and cost controls which would effectively “price out” many of the individuals and small to medium-

sized entities who currently make up the bulk of the participants in the varied businesses operating within 

and in support of the medical and adult-use marijuana industry. While the trend in most state laws and 

regulations seemingly deters this type of takeover, this industry remains quite nascent, so what the 

landscape will be in the future remains largely unknown, which in itself is a risk.  

The Issuer is still in the start-up stage and has no past revenues other than revenues from the limited 

operation of the Issuer. The Issuer’s proposed business plan is subject to all business risks associated with 

new business enterprises, including the absence of any significant operating history upon which to evaluate 

an investment. The likelihood of the Issuer’s success must be considered in light of the problems, expenses, 

difficulties, complications and delays frequently encountered in connection with the formation of a new 

business, the development of new strategy and the competitive environment in which the Issuer and its 

subsidiaries will operate. It is possible that the Issuer and its subsidiaries will incur losses in the future. 

There is no guarantee that the Issuer or its subsidiaries will be profitable.  

Financial Projections May Prove Materially Inaccurate or Incorrect.  

The Issuer’s financial estimates, projections and other forward-looking information accompanying this 

document were prepared by iAnthus 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 iAnthus 

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 
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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 operation 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 iAnthus and its subsidiaries might achieve.  

 

Risk of limited number of investments; limitation on participation in investments. 

If the Issuer participates in a limited number of investments, the aggregate return to the Issuer may be 

materially and adversely affected by the unfavourable performance of a single investment.  Although the 

Issuer intends to make investments in marijuana and marijuana related businesses in the United States, it 

has no established limits or constraints with respect to geographic regions, property types or product 

types.  Lack of geographic diversification across the portfolio may increase exposure to adverse market 

conditions in a given region.  In addition, the diversification of investments could be further limited to the 

extent the Issuer invests a significant portion of its capital in one or a small number of transactions. 

Risk of unspecified investments. 

There can be no assurance that the Issuer will acquire favourable investment opportunities or that any such 

investments will generate revenues or profits.  Failure to successfully manage the acquisition of investments 

could harm the Issuer’s business, strategy and operating results in a material way.  The Issuer’s inability to 

implement its financing strategy successfully could adversely affect its profitability and its ability to satisfy 

its financial obligations.  The transactions and their success may be exposed to a number of risks, including 

the risks that the Issuer may not be able to identify viable opportunities or, if it does identify viable 

opportunities, effect the transaction and that the investment may fail to perform. 

The Issuer may not realize satisfactory returns on money lent to new and existing 
customers. 

The Issuer intends to enter into agreements to provide financing to companies operating in the legal 

marijuana industry. Under these agreements, the Issuer will provide loans or other sources of 

financing.  These activities may result in unforeseen operating difficulties, financial risks, or required 

expenditures that could adversely affect the Issuer’s liquidity. In connection with one or more of these 

transactions, and to obtain the necessary funds to enter these agreements, the Issuer may need to extend 

secured and unsecured credit to potential or existing partners that may not be repaid, incur debt on terms 

unfavorable to the Issuer or that the Issuer is unable to repay, or incur other contingent liabilities.  The 

failure to maintain controls and processes related to billing and collecting accounts receivable or the 

deterioration of the financial condition of the Issuer’s customers could negatively impact the Issuer’s 

business. 

There are Limitations on Certain Remedies and Rights to Indemnification that Apply. 

The Issuer’s governing documents provide that the liability of its Board and officers is eliminated to the 

fullest extent allowed under the laws of the Province of British Columbia.  Thus, the Issuer and the 

shareholders of the Issuer may be prevented from recovering damages for alleged errors or omissions made 

by the members of the Board and its officers. The Issuer’s governing documents also provide that the Issuer 

will, to the fullest extent permitted by law, indemnify members of the Board and its officers for certain 

liabilities incurred by them by virtue of their acts on behalf of the Issuer.  
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Economic Environment 

The Issuer’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 Issuer’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 Issuer’s 

management. 

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 Issuer 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 Issuer’s ability to raise 

equity or obtain loans and other credit facilities in the future and on terms favourable to the Issuer.  If 

uncertain market conditions persist, the Issuer’s ability to raise capital could be jeopardized, which could 

have an adverse impact on the Issuer’s operations and trading price of the Issuer Shares on the stock 

exchange. 

Going-Concern Risk 

The financial statements have been prepared on a going concern basis under which an entity is considered 

to be able to realize its assets and satisfy its liabilities in the ordinary course of business.  The Issuer’s future 

operations are dependent upon the identification and successful completion of equity or debt financing and 

the achievement of profitable operations at an indeterminate time in the future.  There can be no assurances 

that the Issuer will be successful in completing an equity or debt financing or in achieving profitability. 

The financial statements do not give effect to any adjustments relating to the carrying values and 

classification of assets and liabilities that would be necessary should the Issuer be unable to continue as a 

going concern. 
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Certificate Of Compliance 

The undersigned hereby certifies that: 

1. The undersigned is a director and/or senior officer of the Issuer and has been duly 
authorized by a resolution of the board of directors of the Issuer to sign this 
Certificate of Compliance. 

2. As of the date hereof there were is no material information concerning the Issuer 
which has not been publicly disclosed. 

3. The undersigned hereby certifies to the Exchange that the Issuer is in compliance 
with the requirements of applicable securities legislation (as such term is defined 
in National Instrument 14-101) and all Exchange Requirements (as defined in 
CNSX Policy 1). 

4. All of the information in this Form 7 Monthly Progress Report is true. 

Dated  March 6, 2017 . 

 Julius Kalcevich  
Name of Director or Senior 
Officer 

 “Julius Kalcevich”  
Signature 
CFO, Corporate Secretary & 
Director  
Official Capacity 
 

Issuer Details 
Name of Issuer 

iAnthus Capital Holdings, Inc. 

For  Month 
End 
February, 
2017 

Date of Report 
YY/MM/D 
17/03/06 

Issuer Address 
Suite 1980, 1075 West Georgia Street 
 

City/Province/Postal Code 
 
Vancouver, BC V6E 3C9 

Issuer Fax No. 
(778) 329-
9361 

Issuer Telephone No. 
(647) 705-5544 

Contact Name 
 
Julius Kalcevich 

Contact 
Position 
CFO, Director 

Contact Telephone No. 
(647) 705-5544 

Contact Email Address 
Julius.kalcevich@ianthuscapital.com 

Web Site Address 
www.ianthuscapital.com  

mailto:Julius.kalcevich@ianthuscapital.com
http://www.ianthuscapital.com/


 

 

FORM 7 – MONTHLY PROGRESS REPORT 
January 2015 

Page 15 

 


