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NOTICE TO READERS 
 
Under National Instrument 51-102, Part 4, subsection 4.3(3) (a), if an auditor has not 
performed a review of the interim financial statements, the interim financial statements 
must be accompanied by a notice indicating that the interim financial statements have not 
been reviewed by an auditor.  
 
The accompanying unaudited condensed interim consolidated financial statements of the 
Company have been prepared by and are the responsibility of the Company’s 
management.  
 
The Company’s independent auditor has not performed a review of these unaudited 
condensed interim consolidated financial statements in accordance with standards 
established by the Canadian Institute of Chartered Professional Accountants for a review 
of condensed interim financial statements by an entity’s auditor. 
 
 

 
Bruce Dawson-Scully, Director             
August 29, 2017 
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WeedMD Inc.  
(Formerly Aumento Capital V Corporation) 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
(Unaudited, Expressed in Canadian Dollars) 

 
June 30,  

2017 

December 31,  
2016 

      
       

Assets 
 
Current 
 Cash and cash equivalents $ 3,968,371  $ 6,687,223  
 Cash held in trust (Note 17) - 67,753 
 Accounts receivable 712 - 
 Interest and other receivable - 6,931 
 Prepaid expenses and deposit 63,838 33,897 
 Loans receivable (Note 7) - 39,200 
 Other taxes receivable 584,880 261,461 
 Biological assets (Note 8) 809,212 598,755 
 Inventory (Note 8) 1,845,219 605,490 
    
  7,272,232  8,300,710 
    
Property, plant and equipment (Note 9) 1,921,347 1,752,261 
    
  $ 9,193,579 $ 10,052,971 

    

Liabilities   
    
Current   
 Accounts payable and accrued liabilities (Note 10) $ 770,337 $ 579,193 
 Convertible debentures (Note 11) - 6,390,951 
    
  770,337 6,970,144 
    

Shareholders’ equity   
    
 Common shares (Note 12) 18,842,218 9,031,463 
 Warrants reserve (Note 13) 583,220 - 
 Conversion feature (Note 11) - 181,217 
 Contributed surplus (Note 14) 2,536,719 1,456,743 
 Deficit (13,538,915) (7,586,596) 
    
  8,423,242 3,082,827 
    
  $ 9,193,579 $ 10,052,971 

See accompanying notes to condensed interim consolidated financial statements 
 
Approved: 
 
Director        “Keith Merker”                              
                  signed 
 
Director       “David Danziger”                             
                  signed  
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WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 
(Unaudited - Expressed in Canadian Dollars) 
Six-month periods ended June 30, 2017 and 2016 
 
     

 
Number of 

Shares 
Share 

Capital 
 

Warrants 
Conversion 

Feature 
Contributed 

Surplus Deficit Total 
        
Balance, January 1, 2016 34,495,583 $   7,457,189 $          - $          - $     746,000 $   (5,596,669) $   2,606,520 
        
Share issuance  588,999 441,750 - - - - 441,750 
Share issue cost  (6,001)     (6,001) 
Net loss for the period  - - - - (912,052) (912,052) 
        
Balance, June 30, 2016 35,048,582 $   7,892,938 $          -     $          - $     746,000 $   (6,508,721) $   2,130,217 
        
        
Balance, January 1, 2017 36,728,573 $   9,031,463 $         - $   181,217 $   1,456,743 $   (7,586,596) $   3,082,827 
        
Conversion of debentures (Note 12) 10,133,333 7,600,000  (181,217) 181,217 - 7,600,000 
Increase in shares due to share 

split 1:1.25 (Note 12) 11,715,477 - 
 

- - - - 
Fair value of shares issued in 

reverse takeover (Note 12) 1,939,682 1,163,809 
 

- - - 1,163,809 
Share issuance (Note 12) 1,241,667 1,048,750  - - - 1.048.750 
Share issue cost (Note 12)  (1,804)  - - - (1,804) 
Warrant issuance (Note 13)  - 583,220 - - - 583,220 
Stock option grant (Note 14)  - - - 898,759  898,759 
Net loss for the period  - - - - (5,952,319) (5,952,319) 
        
        
Balance, June 30, 2017 61,758,732 $  18,842,218 $   583,220     $          - $    2,536,719 $  (13,538,915) $   8,423,242 
        

See accompanying notes to condensed interim consolidated financial statements  
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WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF LOSS AND 
COMPREHENSIVE LOSS 
(Unaudited - Expressed in Canadian Dollars) 
 
 

  
For the three months  

ended June 30, 
For the six months  

ended June 30, 
    2017 2016 2017 2016 
     

 Revenue  $  235,659 $       - $   235,659 $        - 

 Production costs (692,602) - (1,234,495) - 

 
Gain on change in fair value of biological assets  

(Note 7) 326,536 - 1,011,526 - 

Gross profit/(loss) (130,407) - 12,690 - 

      

Expenses     

 Office and administration 378,599  151,519  526,040 276,831  

 Salaries and benefits 255,424  138,461  409,867  277,929  

 Consulting fees 59,490  72,085  91,565  153,501  

 Rent and occupancy costs 52,959  83,737  86,476  145,614  

 Share-based compensation (Note 14, 15) 1,947,509 -  1,947,509  -  

 Amortization 6,227  5,917  11,565  5,917  

 Travel and accommodation 58,140  13,210  100,210  33,266  

 Business development 116,511  7,295  149,896  11,880  

 Professional fees 139,753  9,532  219,961  11,597  

  (3,014,612) (481,756) (3,543,089) (916,535) 

Loss before other income and expenses (3,145,019) (481,756) (3,530,399) (916,535) 

      

 Interest income (11,365) (2,763) (22,432) (4,390) 

 Accretion expenses (Note 11) 312,214 - 942,529 - 

 Interest expenses (Note 11) 79,124 - 266,521  

 Foreign exchange loss (gain)  -  (93) 450  (93) 

 Listing expense (Note 6) 1,234,852 - 1,234,852 - 

    (1,614,825) 2,856 (2,421,920) 4,483 

          

      

Net comprehensive loss $  (4,759,844) $  (478,900)  $  (5,952,319) $  (912,052) 

     

Basic and diluted loss per share (0.08) (0.01)  (0.13) (0.03) 

Weighted average number of common shares 
outstanding 56,878,761 34,750,846 46,859,330 34,605,215 

See accompanying notes to condensed interim consolidated financial statements 
  



 

4 

WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Unaudited - Expressed in Canadian Dollars) 
Six month period ended June 30, 2017 2016    
       
Cash flows provided by (used in): 
Operating 
 Net loss $ (5,952,319) $  (912,052) 
 Adjustments for non-cash items   
  Amortization 174,509  5,917 
  Accretion and interest expense 1,209,050 - 
  Gain on change in fair value of biological assets (1,011,526) -  
  Share-based compensation 1,947,509  
  Listing expenses 1,234,852  

   (2,397,925)  (906,135) 
 Change in working capital items   
  Interest and other receivable 6,931  (1.696)     
  Prepaid expenses and deposit (29,941)  9,938     
  Other taxes receivable (323,419)  (65,836) 
  Inventory (402,548) - 
  Accounts payable and accrued liabilities 168,075  (2,006) 
     
   (2,978,827)  (965,735) 
    
Investing  
 Loans receivable 39,200 51,167 
 Purchase of property, plant and equipment (379,705) (64,638) 
    
  (340,505) (13,471) 
    
Financing  
 Loan payable   -  (57,590) 
 Share issuance - 441,750 
 Cash acquired through reverse takeover 535,246  
 Share issuance cost - (6,001) 
    
   535,246  378,159  
    

Increase (decrease) in cash  (2,784,086) 
  

(601,047) 
Foreign exchange adjustment (2,519) (5,952) 
Cash, beginning of period  6,754,976  959,569 
   
Cash, end of period $ 3,968,371 $    325,570 
   
Cash consists of:   
 Cash 3,968,371 $    241,370 
 Cash held in trust - 111,200 
   
Cash, end of period $ 3,968,371 $    325,570 

See accompanying notes to condensed interim consolidated financial statements 



WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
Three and six month periods ended June 30, 2017 
(Unaudited - Expressed in Canadian Dollars)  
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1. Nature of Operations 
 

WeedMD Inc. (“WeedMD”), formerly Aumento Capital V Corporation (“Aumento”), is a publicly listed 
company on the TSX Venture Exchange that trades under the ticker symbol “WMD”. The registered 
and head office of the Company is located at 250 Elm Street, Aylmer, Ontario. 
 
The consolidated financial statements of WeedMD Inc. as at June 30, 2017 comprise of WeedMD Inc. 
and its wholly owned subsidiaries: WeedMD Rx Inc., WeedMD Rx Ltd. and WMD Ventures Inc. 
(collectively, the “Company”). 
 
WeedMD Rx Inc. was incorporated on March 26, 2013 under the Canada Business Corporations Act 
as 8472106 Canada Inc. On January 7, 2014, the Company filed its articles of amendment, changed 
its name to WeedMD Rx Inc. and commenced operations.  On April 22, 2016, WeedMD was licensed 
to produce medical cannabis under the federal Access to Cannabis for Medical Purposes Regulations 
(“ACMPR”).  
 
WeedMD operates a 25,620 sq. ft. former Imperial Tobacco facility in Aylmer, Ontario, which it has 
retrofitted into a secure medical cannabis production facility with an annual production capacity in 
excess of 1,200 kg.  The Company operates in one sector: the production and sale of medical 
cannabis. All of its assets and operations are located in Canada. 
 
On April 13, 2017, the Company completed a transaction by way of a three-cornered amalgamation 
(the “Amalgamation”) among WeedMD Rx Inc., WeedMD Inc., and a wholly-owned subsidiary of the 
Company (the "Transaction"). The Transaction resulted in the acquisition by the Company of all the 
issued and outstanding securities in the capital of WeedMD, which became a wholly�owned subsidiary 
of the Company.  As part of the Transaction, the Company changed its name from "Aumento Capital 
V Corporation" to "WeedMD Inc." 
 
Pursuant to the Transaction, the shareholders of WeedMD were issued 1.25 common shares in the 
Company for each common share of WeedMD registered in the names of such shareholders.  
Additionally, holders of WeedMD’s options and warrants outstanding at the time of closing the 
Transaction also received equivalent instruments of the Company exercisable for or convertible into 
the Company’s common shares.  
 
On April 28, WeedMD was issued a renewal to its ACMPR license, valid until April 24, 2020.  At the 
same time WeedMD received an amendment to its license allowing for the sale and distribution of dried 
cannabis and live cannabis plants.  At the end of the license term, WeedMD will submit for a further 
renewal.  WeedMD has no information that would lead it to believe that the license would not be 
renewed again at that time. 
 
Furthermore, under the amended license, the amount of cannabis that WeedMD is permitted to produce 
and store is limited only by the capacity of the vault it has built onsite.  As WeedMD’s vault is 
considered a level “10” vault by Health Canada standards, this limit is $150 million. 
 
These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards on a going concern basis which assumes that the Company will continue to 
operate for the foreseeable future and will be able to realize its assets and discharge its liabilities in the 
normal course of business. The Company has financed its working capital requirements primarily 
through equity and debt financings. The Company’s ability to continue as a going concern is dependent 
upon its ability to commence profitable operations, generate positive cash flows from operations and 
raise additional financing in order to meet current and future obligations. While the Company has been 
successful in raising financing in the past, there is no assurance that it will be able to obtain additional 
financing or that such financing will be available on reasonable terms. 
 



WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
Three and six month periods ended June 30, 2017 
(Unaudited - Expressed in Canadian Dollars)  
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1. Nature of Operations (continued) 
 
These consolidated financial statements do not include any adjustments to the amounts and 
classification of assets and liabilities that might be necessary should the Company be unable to 
continue as a going concern. 

 
2. Financial Statements 
 

Basis of presentation 
 

The condensed interim consolidated financial statements have been prepared on a historical cost basis 
except for certain financial instruments which are measured at fair value, as explained in the accounting 
policies set out in Note 5. 
 
Basis of consolidation 
 
The financial statements of subsidiaries are included in the condensed interim consolidated financial 
statements from the date that control commences until the date control ceases.  WeedMD Rx Inc. is a 
wholly-owned subsidiary of WeedMD.  WMD Ventures Inc. and WeedMD Rx Ltd. are 100% 
subsidiaries of WeedMD Rx Inc. and are currently inactive. 
 
The functional currency of the Company and its subsidiaries is the Canadian Dollar, which is also the 
presentation currency of the condensed interim consolidated financial statements. 

 
Intercompany balances and transactions, and unrealized gains arising from intercompany transactions 
are eliminated in preparing the condensed interim consolidated financial statements. 
 

3. Statement of Compliance 
 

These condensed interim consolidated financial statements have been prepared in accordance with 
International Accounting Standard 34 Interim Financial Reporting (“IAS 34”).  The financial statements 
should be read in conjunction with the audited annual financial statements of WeedMD for the years 
ended December 31, 2016 and 2015, which have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”). 
 
These condensed interim consolidated financial statements were approved by the Board of Directors 
for issuance on August 29, 2017. 
 

4. New Accounting Standards and Interpretations 
 
(a) IFRS 15 Revenue from Contracts with Customers 

 
IFRS 15 was issued by the IASB in May 2014 and specifies how and when revenue should be 
recognized based on a five-step model, which is applied to all contracts with customers. IFRS 15 
becomes effective for annual periods beginning on or after January 1, 2018 with early adoption 
permitted. 
 

(b) IFRS 9 Financial Instruments ("IFRS 9") 
 
IFRS 9 was issued by the International Accounting Standards Board ("IASB") in November 2009 
and October 2010 and will replace IAS 39. IFRS 9 covers classification and measurement as the 
first part of its project to replace IAS 39. In October 2010, the IASB also incorporated new 
accounting requirements for liabilities. The standard introduces new requirements for measurement 
and eliminates the current classification of loans and receivables, available-for-sale and held-to-  



WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
Three and six month periods ended June 30, 2017 
(Unaudited - Expressed in Canadian Dollars)  
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4. New Accounting Standards and Interpretations (continued) 
 
maturity, currently in IAS 39. There are new requirements for the accounting of financial liabilities 
as well as a carryover of requirements from IAS 39. In 2013, the IASB also incorporated new 
accounting requirements for hedging and introduced a new expected-loss impairment model that 
will require more timely recognition of expected credit losses. Specifically, the new standard 
requires entities to account for expected credit losses from when financial instruments are first 
recognized and to recognize full lifetime expected losses on a timelier basis. The effective date of 
this pronouncement has been set to be effective for annual periods beginning on or after January 
1, 2018. The Company intends to adopt the amendments to IFRS 9 in its financial statements for 
the annual period beginning January 1, 2018. 
 

(c) Amendments to IAS 16 Property, Plant and Equipment and IAS 41 Agriculture 
 
IAS 16 and IAS 41 are amended to: 
 
Include ‘bearer plants’ within the scope of IAS 16 rather than IAS 41, allowing such assets to be 
accounted for as property, plant and equipment and measured at initial recognition on a cost or 
revaluation basis in accordance with IAS 16; 
 
Introduce a definition of ‘bearer plants’ as a living plant that is used in the production or supply of 
agricultural produce, is expected to bear produce for more than one period and has a remote 
likelihood of being sold as agricultural produce, except for incidental scrap sales; and clarify that 
produce growing on bearer plants remains within the scope of IAS 41. 
 
This amendment was adopted by the Company for the year ended December 31, 2016 and had 
no impact. 

 
(d) Disclosure Initiative (Amendments to IAS 1) 

 
Amends IAS 1 Presentation of Financial Statements to address perceived impediments to 
preparers exercising their judgement in presenting their financial reports by making the following 
changes: 
 
Clarification that information should not be obscured by aggregating or by providing immaterial 
information, materiality considerations apply to all parts of the financial statements, and even when 
a standard requires a specific disclosure, materiality considerations do apply; 
 
Clarification that the list of line items to be presented in these statements can be disaggregated 
and aggregated as relevant and additional guidance on subtotals in these statements and 
clarification that an entity’s share of the other comprehensive income (“OCI”) of equity-accounted 
associates and joint ventures should be presented in aggregate as single line items based on 
whether or not it will subsequently be reclassified to profit or loss; and 
 
Additional examples of possible ways of ordering the notes to clarify that understandability and 
comparability should be considered when determining the order of the notes and to demonstrate 
that the notes need not be presented in the order so far listed in paragraph 114 of IAS 1. 
 
This amendment was adopted by the Company for the year ended December 31, 2016 and had 
no impact. 
 

  



WeedMD Inc. 
(Formerly Aumento Capital V Corporation) 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
Three and six month periods ended June 30, 2017 
(Unaudited - Expressed in Canadian Dollars)  
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4. New Accounting Standards and Interpretations (continued) 
 
(e) IFRS 16 Leases 

 
IFRS 16, Leases (“IFRS 16”) was issued in January 2016, and supersedes IAS 17, Leases.  This 
standard introduces a single lessee accounting model.  The new standard will reflect the initial 
present value of unavoidable future lease payments as lease assets and lease liabilities on the 
statement of financial position, including for most leases which are currently accounted for as 
operating leases.   
 
The Standard is effective for annual periods beginning on or after January 1, 2019, with earlier 
adoption permitted. 
 

(f) IAS7 Statement of Cash Flows 
 
In January, 2016, the IASB issued the disclosure initiative amendments to IAS 7, statement of cash 
flow.  The amendment will require entities to provide disclosures that enable users of the financial 
statements to evaluate changes in liabilities arising from financing activities, including both changes 
arising from cash and non-cash changes. 

 
The Company has not yet completed its evaluation of the effect of adopting the above standards 
and amendments and the impact they may have on its consolidated financial statements. 
 
This amendment is applicable to annual periods beginning on or after January 1, 2017. 
 

5. Significant Accounting Policies 
 

The accounting policies applied by the Company in these Condensed Interim Consolidated Financial 
Statements are the same as those applied by the Company in its Consolidated Financial Statements 
for the year ended December 31, 2016 except for updates made to the following:  
 
Revenue recognition 
 
Revenue is recognized at the fair value consideration received or receivable. Revenue from the sale of 
goods is recognized when the Company has transferred the significant risks and rewards of ownership 
to the buyer and it is probable that the Company will receive the previously agreed upon payment. 
Significant risks and rewards are generally considered to be transferred when the Company has 
shipped the product to customers. 
 
Biological assets 
 
Valuation of biological assets and inventories: biological assets consisting of cannabis plants are 
measured at fair value less costs to sell up to the point of harvest. Determination of the fair values of 
the biological assets requires the Company to make assumptions about how market participants assign 
fair values to these assets. These assumptions primarily relate to the level of effort required to bring 
the cannabis plants up to the point of harvest, costs to convert the harvested plants to finished goods, 
sales price, risk of loss, expected remaining future yields for the plants, and estimating values during 
the growth cycle. The valuation of biological assets at the point of harvest is the cost basis for all 
cannabis based inventory and thus any critical estimates and judgements related to the valuation of 
biological assets are also applicable for inventory. The valuation of work in process and finished goods 
also requires the estimate of conversion costs incurred, which become part of the carrying amount for 
the inventory. The Company must also determine if the cost of any inventory exceeds its net realizable 
value, such as cases where prices have decreased, or inventory has spoiled or has otherwise been 
damaged.  
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(Formerly Aumento Capital V Corporation) 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
Three and six month periods ended June 30, 2017 
(Unaudited - Expressed in Canadian Dollars)  
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6. Qualifying Transaction 
 
On April 13, 2017, WeedMD Inc. completed a transaction by way of a three-cornered amalgamation 
(the “Amalgamation”) of WeedMD Rx Inc. and WeedMD Inc. (formerly Aumento Capital V Corporation 
(the "Transaction"). The Transaction consisted of the acquisition by the Company of all of the issued 
and outstanding securities in the capital of WeedMD Rx Inc. by way of a three-cornered amalgamation, 
pursuant to which a wholly-owned subsidiary of the Company amalgamated with WeedMD Rx Inc. 
 
Pursuant to the Transaction, each WeedMD Rx Inc. shareholder received 1.25 common shares in the 
capital of the Company for each WeedMD Rx Inc. common share held, resulting in the issuance of an 
aggregate of 58,577,376 common shares of the Company to shareholders of WeedMD Rx Inc. As part 
of the Transaction, warrants, compensation options and stock options of WeedMD Rx Inc. were 
replaced with common share purchase warrants, compensation options and stock options of the 
Company with adjustments to their exercise or conversion terms to reflect the exchange ratio for the 
WeedMD Rx Inc. common shares under the Transaction, resulting in the issuance of: (i) common share 
purchase warrants exercisable to purchase up to 14,888,486 common shares at an exercise price of 
$0.80 per share; (ii) stock options exercisable to purchase up to 3,312,500 common shares at an 
exercise price of $0.60 per share; and (iii) 440,000 compensation options exercisable into units at an 
exercise price of $0.60 per unit, with each unit comprised of a common share and one-half of one 
warrant, with each whole warrant exercisable into a common share at an exercise price of $0.80 per 
share.  
 
As part of the Transaction, the Company changed its name from "Aumento Capital V Corporation" to 
"WeedMD Inc.".  
 
As a result of the Transaction, WeedMD Rx Inc. is now a wholly-owned subsidiary of the Company.  
The Company will continue the business of WeedMD Rx Inc. which is licensed under the Access to 
Cannabis for Medical Purposes Regulations (“ACMPR”) to produce and sell dried cannabis and live 
cannabis plants, as well as to produce cannabis oil, from its facilities located in Aylmer, Ontario.  
 
Prior to the Transaction, Aumento Capital V Corporation was a Capital Pool Company (as defined under 
the policies of the TSX Venture Exchange (the "Exchange"), had not commenced commercial 
operations and had no assets other than cash. The Transaction constituted Aumento Capital V 
Corporation 's "Qualifying Transaction", as such term is defined in Policy 2.4 of the Exchange.    
 
Immediately following the completion of the Transaction (on a post-acquisition basis), the Company 
had a total of 60,517,058 common shares outstanding, as well as: (i) common share purchase warrants 
exercisable to purchase up to 14,888,486 common shares at an exercise price of $0.80 per share; (ii) 
stock options exercisable to purchase up to 3,497,332 common shares at exercise prices ranging from 
$0.60 - $0.80 per share; (iii) 440,000 compensation options exercisable into units at an exercise price 
of $0.60 per unit, with each unit comprised of a common share and one warrant, with each warrant 
exercisable into a common share at an exercise price of $0.80; and (iv) 1,125,000 common shares 
issuable to certain officers of the Company upon WeedMD Rx Inc. receiving its Sales License (the 
"Compensation Shares"). 
 
An aggregate of 23,388,441 common shares are subject to escrow pursuant to Exchange escrow 
requirements (not including the Compensation Shares which will also become subject to escrow upon 
issuance). 
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NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
Three and six month periods ended June 30, 2017 
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6. Qualifying Transaction (continued) 
 
The fair value of the consideration issued for the net assets of Aumento Capital V Corporation and 
warrants issued on liquidity event is as follows: 
 
Common shares outstanding prior to share consolidation  1,939.682 
Price per share $ 0.60 
Cost of acquisition  1,163,809 
Fair value of net assets, including cash of $535,246  (512,177) 
  651,632 

Fair value of warrants issued on liquidity event  583,220 
Listing expense $ 1,234,852 
 
The purchase price is recorded as an increase in share capital of $651,632 and warrant reserve of 
$583,220. 
 
The listing expense of $1,234,852 has been recorded as an expense. 
 

7. Loans Receivable 
 

  
Promissory 

Note 1  
Promissory 

Note 2  Total  
Balance, as at January 1, 2016  $ 242,200 $ 101,833 $ 344,033 
Assignment of note receivable   (85,414) 67,200 (18,214) 

Foreign exchange loss  18,214  18,214 

Repayment  (175,000) (129,833) (304,833) 

Balance, as at December 31, 2016  -  39,200  39,200  
Repayment  - (39,200) (39,200) 
     

Balance, as at June 30, 2017  $ - $ - $ - 
 

Promissory Note 1: On July 7, 2014, pursuant to a promissory note agreement, US$175,000 (equivalent 
to Cdn$186,375) was loaned to an unrelated party. Such promissory note bears interest at 5% per 
annum and is due upon demand. The principal of this promissory note was outstanding as at December 
31, 2015.  During the year ended December 31, 2016, $18,214 foreign exchange had been recognized 
and $3,335 earned and recognized as interest income.   In 2016, upon an agreement of debt 
assignment, the balance of Promissory Note 1 was transferred to the holder of Promissory Note 2.   
 
Promissory Note 2: On October 16, 2014, pursuant to a promissory note agreement, $100,000 was 
loaned to a related party.  An additional $100,000 was loaned to the related party on February 4, 2015.  
Such promissory note bears interest at prime per annum +1.5%.  The balance of the principal of this 
promissory note shall at any time not exceed $200,000 and the promissory note is due upon demand. 
During year ended December 31, 2016, $6,680 was earned and recognized as interest income.  
During 2016 the principal and interest of the original promissory note has been collected in full. The 
balance as at December 31, 2016 represented the uncollected equivalent Canadian dollars balance of 
Promissory Note 1 that the related party assumed from the unrelated party under the same terms and 
conditions.  The full outstanding balance was collected by March 2017. 
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8.  Biological Assets and Inventory 

The Company’s biological assets consists of medical cannabis plants.   
 
The change in the carrying value of the Company’s biological assets are as follows:  
 

Carrying amount, January 1, 2017   $     598,755 
Changes in fair value less costs to sell due to biological 

transformation  1,011,526 
Transferred to inventory upon harvest    (801,069) 

Carrying amount, June 30, 2016  $     809,212       
 
All of the plants are to be harvested as agricultural produce (i.e. medical cannabis).  All of the plants 
are between one and twelve weeks from harvest.  
 
Biological assets are classified as level 3 in the fair value hierarchy.  There have been no transfers 
between levels. The significant assumptions used in determining the fair value of medical cannabis 
plants are as follows:  
 
• Wastage of plants based on their various stages; 
• Yield by plant;  
• Percentage of costs incurred to date compared to the total costs to be incurred are used to estimate 

the fair value of an in-process plant; 
• Selling price; and  
• Percentage of costs incurred for each stage of plant growth was estimated. 

 
The Company estimates the harvest yields for the plants at various stages of growth.  As of June 30, 
2017, it is expected that the Company’s biological assets will yield approximately 320,682 grams, based 
on selling price assumptions ranging from $3.00 to $6.00 per gram (December 31, 2016: $3.50 to $8.00 
per gram), before discounts. The Company’s estimates are, by their nature, subject to change.  
Changes in the anticipated yield will be reflected in future changes in the gain or loss on biological 
assets. The Company performed a sensitivity analysis on the fair value of biological assets and note 
that a 10% decrease in selling prices would result in a $162,024 decrease (December 31, 2016: 
$108,259 decrease) in the fair value of the biological assets. 
 
Inventory is comprised of harvested finished goods and is valued at the lower of cost and net realizable 
value.  As at June 30, 2017 the Company held 428,381 grams (December 31, 2016: 91,391 grams) 
of dried cannabis.  
 

 
June 30,  

2017 
December 31, 

2016 

Finished goods $  1,845,219 $      605,490 
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9. Property, Plant and Equipment 

 
Leasehold 

improvements 
Security 

equipment Equipment 

Furniture 
and 

fixtures 

Fence 
and 

signage Total 
Cost       
Balance, January 1, 2016 $ 1,149,235 $ 320,358 $ 104,039 $ 76,782 $ 6,981 $  1,657,395 
Additions 157,137  21,292 134,416 660 - 313,505 
Balance, December 31, 2016 1,306,372 341,650 238,455 77,442 6,981 1,970,900 
Additions 64,961 131,468 173,812 9,465 - 379,706 
       
Balance, June 30, 2017 $   1,371,333 $ 473,118 $ 412,268 $ 85,907 $ 6,981 $  2,350,607 

Accumulated amortization       
Balance, January 1, 2016 $          - $ - $ - $ (17,613) $ - $  (17,613) 
Amortization  (130,637) (34,229) (23,847) (11,965) (349) (201,027) 
Balance, December 31, 2016 (130,637) (34,229) (23,847) (29,578) (349) (218,640) 
Amortization (138,093) (37,271) (30,130) (4,793) (332) (210,620) 
       
Balance, June 30, 2017 $ (268,730) $ (71,500) $ (53,977) $ (34,372) $ (681) $ (429,260) 

       
Net book value, December 31, 2016 $ 1,175,735 $ 307,421 $ 214,608 $ 47,864 $ 6,632 $  1,752,261 

Net book value, June 30, 2017 $ 1,102,603 $ 401,618 $ 358,291 $ 52,535 $ 6,300 $  1,921,347 
 
Total amortization for the six months ended June 30, 2017 was $210,620, of which $36,111 (six months 
2016 - $nil) has been capitalized in inventory, $162,944 (six months 2016 - $nil) is included within 
production costs, and $11,565 (six months 2016 - $nil) is included in amortization expense. 
 
Total amortization for the year ended December 31, 2016 was $201,027, of which $35,997 (2015 - $nil) 
has been capitalized in inventory, $152,851 (2015 - $nil) is included within production costs, and 
$12,179 (2015 $12,094) is included in amortization expense. 
 

10. Accounts Payable and Accrued Liabilities 
 

 
June 30,  

2017 
December 31, 

2016    
       
Trade payables $ 249,115 $ 62,210 
Accrued liabilities 521,222 516,983 
   
 $ 770,337 $ 579,193 
 
As at June 30, 2017 and December 31, 2016, within the total outstanding accounts payable and 
accrued liabilities, $140,768 and $58,772, respectively, were payable to the related parties (Note 15).   
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11. Convertible debentures 
 

  Debentures  

 Warrants 
(Contributed 

surplus)  

 
Conversion 

Feature   Total  
Issuance - November 8, 2016  $  7,003,731 $  383,128 $  213,141 $  7,600,000 
Less: Issuance Costs:      
    -Cash commissions  (694,214) (37,976)  (21,126)  (753,316) 
    -Compensation Options   (354,794)  (19,408)  (10,798)  (385,000) 
Total, net of issuance costs 5,954,723  325,744  181,217  6,461,684  
Accrued Interest on 

Debentures 110,356  - - 110,356 
Accretion of Debentures  325,872  - - 325,872 
Balance, December 31, 2016 $  6,390,951  $  325,744 $  181,217 $  6,897,912 
Accrued Interest on 

Debentures 266,520  - - 266,520 
Accretion of Debentures  942,529  - - 942,529 
Conversion of Debentures (7,600,000) (325,744) (181,217) (8,106,961) 

Balance, June 30, 2017 $         -       $        -     $       - $         - 
 

On November 8, 2016, WeedMD closed a $7,600,000 convertible debenture unit financing (the 
"Convertible Debenture Financing") with a syndicate of agents (the "Agents"). Pursuant to the 
Convertible Debenture Financing, WeedMD has issued 7,600 units (the "Units"), with each Unit 
comprised of one debenture (a "Debenture") with a principal amount of $1,000 and 1,333 common 
share purchase warrants (the "Warrants") with a term of six months.  
 
The Debentures were to mature on May 8, 2017 and accrue interest at a rate of 10% per annum; 
provided such interest would only be paid in the event WeedMD failed to complete a Liquidity Event. A 
“Liquidity Event” means a transaction by way of a plan of arrangement, amalgamation, reverse take-
over, qualifying transaction, or any other business combination or other similar transaction pursuant to 
which the commons shares of WeedMD are listed on the TSX Venture Exchange, the Canadian 
Securities Exchange or any other exchange as mutually agreed upon by the Company and the Agents. 
In the event of a Liquidity Event, the principal amount of the Debentures was convertible at the election 
of the holders at a conversion ratio of 1,333 common shares of WeedMD per $1,000 principal amount 
of Debentures (conversion price of $0.75 per share). All Debentures that remain outstanding 
immediately prior to the Liquidity Event were to be automatically converted by the Company into 
common shares of WeedMD and in no event were holders of Debentures entitled on the completion of 
a Liquidity Event to be repaid the principal amount of the Debentures in cash. The fair value of the 
liability component at the time of issue was calculated as the discounted cash flows for the Debentures 
assuming a market interest rate of 30% which was the estimated rate for the Debentures without the 
equity component (conversion feature and warrants). The effective interest rate of the Debenture after 
reflecting issuance costs is 62%.  As the Liquidity Event was successfully completed, no interest was 
paid on the Debentures. 
 
A total of 10,130,800 warrants were issued and the warrants are exercisable into 10,130,800 common 
shares of WeedMD at an exercise price of $1.00 per share for a period of two years from the completion 
of a Liquidity Event by WeedMD. The value of the warrants and the conversion feature attached to the 
Debentures were recognized as the difference between the value of the Units and the fair value of the 
liability component of the Debentures.   
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11. Convertible debentures (continued) 
 
The relative fair values of the warrants and the conversion feature, $383,128 and $213,141, 
respectively, were determined at the time of issue based on the Black-Scholes option pricing model. 
The warrant value was determined using the following assumptions in the Black-Scholes option pricing 
model:  (i) share price $0.75, (ii) dividend yield 0%, (iii) expected volatility 101%, (iv) risk free interest 
rate of 0.58%, (v) expected forfeiture rate 0%, and (vi) an expected life of two years. The conversion 
feature value was determined using the following assumptions in the Black-Scholes option pricing 
model: (i) share price $0.75, (ii) dividend yield 0%, (iii) expected volatility 92%, (iv) risk free rate of 
0.58%, (v) expected forfeiture rate 0%, and (vi) an expected life of six months. 
 
In connection with the Convertible Debenture Financing, the Company paid expenses and commissions 
of $753,316 in cash and issued 352,000 compensation options to the Agents which are convertible into 
units for a period of two years following the liquidity event at an exercise price of $0.75 per unit, with 
each unit comprised of one common share and one common share purchase warrant, each warrant 
convertible into a common share for a period of two years at an exercise price of $1.00 per share. The 
fair value of the compensation options was estimated at $385,000 with reference to the Black-Scholes 
option pricing model (refer to Note 13). The fair value of the compensation options is included in the 
Company’s contributed surplus.  The cash transaction costs and compensation options are directly 
attributable transaction costs and have been allocated to the liability and equity components in 
proportion to their initial carrying amounts. 
 
On April 13, 2017, the Debentures were fully converted into 10,133,333 common share of the Company. 
(Note 12). 
 

12. Share capital 
 

 Authorized 
Unlimited common shares 

  

Number of  
Common 

Shares Amount 

Balance as at January 1, 2016  34,459,583 $  7,457,189 

Private placement one (May 30, 2016) (i)  588,999  441,749  
Private placement two (September 19, 2016) (ii)  1,070,990 803,242 
Shares issued for services (iii)  200,000  150,000  
Shares issued for services (iv)  89,001  66,751  
Shares issued for services (v)  320,000  240,000  

  36,728,573  9,158,931 
  Less: Share issue costs   (127,468) 
Balance as at December 31, 2016  36,728,573    9,031,463 

Conversion of debentures (Note 11)  10,133,333 7,600,000 
Balance before completion of QT  46,861,906 16,631,463 

Shares split 1:1.25 (viii)  11,715,477 - 
Fair value of shares issued in reverse takeover (Note 6)  1,939,682 1,163,809 
Shares issued for services (Note 6)  1,241,667 1,048,750 

  61,758,732   18,844,022 
Less: Share issue costs   (1,804) 

    

Balance as at June 30, 2017  61,758,732 
   

$  18,842,218 
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12. Share capital (continued) 
(i) On May 30, 2016, the Company closed a private placement equity financing of $441,749 and 

issued 588,999 common shares at a price of $0.75 per share. 

(ii) On September 19, 2016, the Company closed a private placement equity financing of $803,242 
and issued 1,070,990 common shares at a price of $0.75 per share. 

(iii) On September 20, 2016, the Company issued 200,000 common shares in exchange for services 
at a fair value of $0.75 per share.  

(iv) On September 20, 2016, the Company issued 89,001 common shares in exchange for services at 
a fair value of $0.75 per share.   

(v) On October 9, 2016, the Company engaged an investment bank for services to be rendered over 
a period of 12 months.  The debt arising from this transaction of $240,000 was settled at the 
discretion of the investment bank through issuance of 320,000 common shares at a fair value of 
$0.75 per share.  

(vi) On April 26, 2017, the Company issued 116,667 shares to an investment bank for services related 
to the public listing at a fair value of $0.60 per share, post share split of 1:1.25.  

(vii) On June 15, 2017, the Company Issued 1,125,000 shares at a price to $0.87 to its key management 
team upon the successful achievement of licensing milestones. 

 
13. Warrants 

  
Number of  

Warrants Exercise Price 
Balance as at January 1, 2016  -             -  

    
Warrants issued (November 8, 2016)  10,130,800  $1.00 
Broker warrants issued (November 8, 2016)  352,000 $1.00  

Balance as at December 31, 2016  10,482,800  
    

Increase in warrants due to share split 1:1.25  2,620,700  
Warrants issued (April 13, 2017)  2,224,986 $0.80 

    
Balance as at June 30, 2017  15,328,486  
    
In connection with the Convertible Debenture Financing (Note 11) closed on November 8, 2016, 
WeedMD issued 10,130,800 warrants, exercisable into 10,130,800 common shares of WeedMD at an 
exercise price of $1.00 per share for a period of two years from the completion of a Liquidity Event by 
WeedMD.  The fair value of the warrants was initially estimated as $383,127 with reference to the 
Black-Scholes option pricing model (refer to Note 11).     
 
In connection with the Convertible Debenture Financing, the Company issued 352,000 compensation 
options to the Agents which are convertible into units for a period of two years following the Liquidity 
Event at an exercise price of $0.75 per unit, with each unit comprised of one common share and one 
common share purchase warrant, each warrant convertible into a common share for a period of two 
years at an exercise price of $1.00 per share.  The fair value of the compensation options was 
estimated as $385,000 with reference to the Black-Scholes option pricing model with the following 
assumptions: (i) expected dividend yield of 0%; (ii) expected volatility of 100%, (iii) risk-free rate of 
0.70%, (iv) unit price of $1.23; (v) forfeiture rate of 0; (vi) expected life of two years. 
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13. Warrants (continued) 
 
On April 13, 2017, the Company issued 2,224,986 warrants to the investors in the equity financings 
which closed in May and September of 2016 (Note 12), with an exercise price of $0.80 and a period of 
two years following the date of issuance. The fair value of the warrants was estimated as $583,220 with 
reference to the Black-Scholes option pricing model with the following assumptions: (i) expected 
dividend yield of 0%; (ii) expected volatility of 58.84%; (iii) risk-free rate of 0.74%; (iv) unit price of $0.80; 
(v) forfeiture rate of 0; (vi) expected life of two years. The expected volatility is based on the Company’s 
past trading prices since the data is available.  
 

14. Contributed surplus 

  
Balance as at January 1, 2016 $        746,000  

Warrants issued (November 8, 2016) 325,743  
Convertible debentures (November 8, 2016) 385,000 

Balance as at December 31, 2016 1,456,743 
Conversion features realized (April 13, 2017) 181,217 
Stock options 898,759 

  
Balance as at June 30, 2017 $      2,536,719 

 
Stock options 

 
The Corporation has established a stock option plan for its directors, officers, employees and 
consultants under which the Corporation may grant options from time to time to acquire a maximum of 
10% of the issued and outstanding common shares. The exercise price of each option granted under 
the plan shall be determined by the Board of Directors. 
 
As at June 30, 2017, the Company’s outstanding stock options consists the following:  
 

 
Number of 

options 
Fair 

Value 
Exercise 

price 
Expiry 
date 

Balance as at January 1, 2017 184,832 
 

$   36,371 
 

  $0.60 
 

November 12, 2019 

Stock options granted 3,000,000  
 

818,263 
 

$0.60 
 

April 13, 2021 
Stock options granted 312,500  44,126 $0.80 April 13, 2019 

     

Balance as at June 30, 2017 3,497,332 $  898,759   
 
On November 12, 2014, Aumento granted 184,832 options to members of management which are 
exercisable within five years from the date of grant at an exercise price of $0.60 per share  The fair 
value of the Options has been estimated using the Black-Scholes warrant pricing model with the 
following assumptions: (i) expected dividend yield of 0%; (ii) expected volatility of 58.90%; (iii) risk-free 
interest rate of 0.74%; (iv) share price of $0.60; forfeiture rate of nil; and (v) expected life of 24 months. 
The expected volatility is based on the historical trading prices of the Company. The Options vested 
immediately and the Company has recorded the fair value $36,371 of the options granted as share-
based compensation expense in the three months ended June 30, 2017. 
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14. Contributed surplus (continued) 
 
On April 13, 2017, the Company issued 3,000,000 stock options to management, employees, directors 
and consultants of the Company in exchange for WeedMD Rx Inc. options. The fair value of the Options 
has been estimated using the Black-Scholes warrant pricing model with the following assumptions: (i) 
expected dividend yield of 0%; (ii) expected volatility of 58.90%; (iii) risk-free interest rate of 0.94%; (iv) 
share price of $0.60; forfeiture rate of nil; and (v) expected life of 48 months. The expected volatility is 
based on the historical trading prices of the Company. The Options vest over a period of up to 24 
months, and the Company has recorded the fair value $818,263 of the options granted as share-based 
compensation expense in the three months ended June 30, 2017. 
 
On April 13, 2017, the Company issued 312,500 options to consultants in exchange for WeedMD Rx 
Inc. options. The fair value of the Options has been estimated using the Black-Scholes warrant pricing 
model with the following assumptions: (i) expected dividend yield of 0%; (ii) expected volatility of 
58.90%; (iii) risk-free interest rate of 0.74%; (iv) share price of $0.60; forfeiture rate of nil; and (v) 
expected life of 24 months. The expected volatility is based on the historical trading prices of the 
Company. The Options vest over a period of up to 24 months, and the Company has recorded the fair 
value $44,126 of the options granted as share-based compensation expense in the three months ended 
June 30, 2017. 
  

15. Related party transactions 
 
The Company’s key management includes Chief Executive Officer, Chief Financial Officer, Chief 
Scientific Officer and Directors. Transactions with related parties include:  
 

• Salaries and service fees;  
• Loans payable without bearing interest and due on demand; and 
• Loans receivable with interest rate as the prime rate per annum +1.5% and due at demand. 

 
The amounts due to related parties are recorded at the exchange amounts as agreed upon by the 
related parties under contracts signed with them, non-interest bearing (except promissory notes), 
unsecured and with no fixed repayment terms.  

 

The balances outstanding are as follows: 
 

  
June 30,  

2017 
December 31, 

2016 
    

Accounts payable and accrued liabilities  $   (173,318) $   (58,772) 
Interest receivable    -  6,016 
Loans receivable   $          - $    39,200 

 
 
For the six and three month periods ended June 30, 2017 and 2016, total remuneration/service fees 
paid and interest income earned to/from the key management is as follows: 
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15. Related party transactions (continued) 
 
 

  

6 months 
June 30,  

2017 

6 months 
June 30,  

2016  

3 months 
June 30, 

2017 

3 months 
June 30, 

2016 
Interest income  222 4,260  - 3,136 
Share based compensation  978,750 -  978,750 - 
Salaries  173,283  165,560   79,740  82,780  
Management Fees   110,000  80,000   58,257  45,000  

 
Upon receipt of the license to sell medical cannabis, and as per previously disclosed management 
agreements between the Company and certain key executive management personnel, 1,125,000 
compensation shares were issued in the three months ended June 30, 2017 (2016: Nil).   
 

16. Lease Commitments 
 
The Company leases its 25,620 sq. ft. premises in Aylmer, Ontario for a term of 5 years starting May 
1, 2014 for a base rent of $16,013 per month plus applicable taxes.  The Company has an option to 
extend the lease for an additional 3 terms of 5 years each.  In addition, the Company has an option to 
purchase the property for $1,500,000 anytime during the term of the lease. 
 
 

2017 $      192,150   
2018 $      192,150   
2019 $      192,150   
2020 $       64,020   

 
17. Financial Instruments 

 
Transactions in financial instruments may result in an entity assuming or transferring to another party 
one or more of the financial risks described below. The required disclosures provide information that 
assists users of financial statements in assessing the extent of risk related to financial instruments. 
 
(a) Fair value 
 

The fair value of current financial assets and current financial liabilities approximates their carrying 
value due to their short-term maturity dates.  The Company does not have long term liabilities as 
at June 30, 2017 and 2016. 

 
(b) Market risk 
 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices. Market risk comprises the following types of risk: credit risk, 
foreign exchange risk, liquidity risk and cash flow risk. The company is exposed to interest rate risk 
on its interest bearing Debentures which is limited due to the short-term nature of the loans, all of 
which have been automatically converted by the Company into common shares. 

 
(c) Credit risk 
 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. 

 
The Company is not exposed to any significant credit risk other than loans receivable. Cash is 
generally invested in cash accounts held in Canadian chartered banks.  The Company’s loans 
receivable disclosed in Note 7 was collected in full subsequent to year-end.  Management believes 
the risk of loss associated with these assets to be remote.  Management believes that the credit  
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17. Financial Instruments (continued) 
 
risk concentration with respect to financial instruments included in assets has been reduced to the 
extent presently practicable. 

 
(d) Foreign exchange risk 
 

The Company is exposed to foreign exchange risk in United States dollars.  Foreign exchange 
risk is the risk that the exchange rate that was in effect on the date that an obligation in a foreign 
currency was made to the Company by a customer or lender, or that an obligation in a foreign 
currency was made to the Company to a supplier or partner, is different at the time of settlement 
than it was at time that the obligation was determined.  The Company reduces its exposure to 
foreign exchange risk by carefully monitoring exchange rates on obligations that are made to the 
Company.  The Company did not have any hedges at the time that the financial statements were 
issued.  The Company does not utilize financial instruments to manage its foreign exchange risk.  
In the opinion of management, the foreign exchange risk exposure to the Company is low and is 
not material.  As at June 30, 2017 and December 31, 2016, the Company held cash and cash 
held in trust in US dollars of $11,930 and $34,544 respectively.  A 10% change in foreign 
exchange rates would impact net loss by approximately $1,193. 
 

 (e) Liquidity risk 
 
The Company does have a liquidity risk in the accounts payable and accrued liabilities of $713,786 
which are due within one year.  Liquidity risk is the risk that the Company cannot repay its 
obligations when they become due to its creditors.  The Company reduces its exposure to liquidity 
risk by ensuring that it documents when authorized payments become due; maintains an adequate 
working capital to repay trade creditors as they become due.  In the opinion of management the 
liquidity risk exposure to the Company is low.  

 
(f) Cash flow risk 

 
Cash flow risk is the risk that future cash flows associated with a monetary financial instrument will 
fluctuate in amount, such as a debt instrument held with a floating interest rate. In the opinion of 
management, the cash flow risk exposure to the Company is low. 
 

18. Capital Management 
 

The Company includes equity, comprised of common shares, contributed surplus and deficit, in the 
definition of capital. The Company’s objectives when managing capital are as follows: 

 
(i) To safeguard the Company’s assets and ensure the Company’s ability to continue as a going 

concern; and 
 

(ii) To raise sufficient capital to achieve the ongoing business objectives including funding of future 
growth opportunities and meeting its general and administrative expenditures. 
 

The Company manages its capital structure and makes adjustments to it, based on the general 
economic conditions, the Company’s short-term working capital requirements, and its planned capital 
requirements and strategic growth initiatives. 

 
The Company's principal source of capital is from the issuance of common shares. In order to achieve 
its objectives, the Company expects to spend its working capital, when applicable, and raise additional 
funds as required. 
 

The Company does not have any externally imposed capital requirements. 


