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This Management’s Discussion and Analysis (“MD&A”) of Trees Corporation (“Trees” or the “Company”) for the years ended December 31, 
2021 and 2020 is dated March 31, 2022.  This MD&A should be read in conjunction with the audited Consolidated Financial Statements of the 
Company for the years ended December 31, 2021 and 2020 (hereafter the “Financial Statements”). The Financial Statements have been 
prepared in accordance with the International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”). 

In this document, the terms “we”, “us” and “our” refer to Trees.  

Trees is a retail cannabis focused corporation. The Company’s head office and registered office is located at 181 Bay Street, Suite 1800, Toronto, 
ON M5J 2T9.  See ‘Corporate Overview’ below. 

This MD&A contains disclosure of material changes related to the Company occurring up to and including March 31, 2022. 

FORWARD-LOOKING INFORMATION AND STATEMENTS 
 
Certain statements contained within this MD&A, and in certain documents incorporated by reference into this document, constitute forward-
looking statements. These statements relate to future events or the Company’s future performance. All statements other than statements of 
historical fact may be forward-looking statements. Forward-looking statements are often, but not always, identified by the use of words such 
as "seek", "anticipate", "budget", "plan", "continue", "estimate", "expect", "forecast", "may", "will", "project", "predict", "potential", 
"targeting", "intend", "could", "might", "should", "believe" and similar expressions. These statements involve known and unknown risks, 
uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking 
statements. 

In particular, this MD&A contains forward-looking statements pertaining, without limitation, to the following: In particular, this MD&A contains 
forward-looking statements pertaining, without limitation, to the following: changes in general and administrative expenses; future business 
operations and activities and the timing thereof; the estimated future contractual obligations of the Company; the future liquidity and financial 
capacity of the Company and its ability to fund its working capital requirements and forecasted capital expenditures; future financings of the 
Company; the expectation that the Company will not issue dividends in the near future; the ability to grow organically and through strategic 
acquisitions; the opening of additional retail stores, including the receipt of the required regulatory approvals; the decrease in the percentage 
of wages; the closing of the transactions contemplated by the 101 Purchase Agreement (each as defined below). 

Although the forward-looking statements contained in this MD&A and documents incorporated by reference are based upon what 
management currently believes to be reasonable assumptions, the Company cannot assure prospective investors that actual results, 
performance or achievements will be consistent with these forward-looking statements. In particular, the Company has made assumptions, 
regarding, among other things: the availability of financing on terms satisfactory to the Company; ongoing consumer demand for the products 
sold by the Company; reliable and adequate supply of quality products to meet consumer products; and a continued regulatory framework 
enabling the Company to continue to grow its business. 

These forward-looking statements speak only as of the date of this MD&A or as of the date specified in the documents incorporated by 
reference into this MD&A. The actual results could differ materially from those anticipated in these forward-looking statements as a result of 
the risk factors set forth below and elsewhere in this MD&A: the effects of the coronavirus pandemic (“COVID-19”) may have on the business; 
counterparty credit risk; access to capital; limitations on insurance; changes in environmental or legislation applicable to our operations, and 
our ability to comply with current and future environmental and other laws; changes in income tax laws or changes in tax laws and incentive 
programs relating to the cannabis industry; and the other factors discussed under “Financial Instruments and Risk Management” in this MD&A. 

Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-looking statements contained in this MD&A and the 
documents incorporated by reference herein are expressly qualified by this cautionary statement. The forward-looking statements contained 
in this document speak only as of the date of this document and the Company does not assume any obligation to publicly update or revise 
them to reflect new events or circumstances, except as may be required pursuant to applicable securities laws. 

CORPORATE OVERVIEW 
 
Description of Business 
 
The Company was formed upon the amalgamation of Trees Corporation (“Trees PrivateCo”) and 1287406 B.C. Ltd. (“406”) on December 22, 
2021 under the Canada Business Corporations Act (the “CBCA”) pursuant to the terms of an amended and restated amalgamation agreement 
dated November 10, 2021 (the “406 Amalgamation Agreement”). The 406 Amalgamation Agreement provided for, among other things, the 
amalgamation of PrivateCo Trees and 406 and continuation as one corporation under the name Trees Corporation (the “406 Amalgamation”), 
in accordance with the provisions of the CBCA.  The Company’s head office and registered office is located at 181 Bay Street, Suite 1800, 
Toronto, ON M5J 2T9. 

Trees is a retail cannabis focused corporation. The Company’s primary mandate is to operate retail cannabis stores in Ontario and British 
Columbia, providing best in class products supported by a highly trained and experienced retail team. Trees provides a unique customer 
experience focused on quality of service and product offerings that drive customer retention and loyalty. The Company intends to grow through 
both organic and acquisition paths with the goal of becoming one of Canada’s premier cannabis retail companies. 
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The Company is an independent retail cannabis operator that, as of the date of this MD&A, operates seven fully licensed retail cannabis stores 
that sell cannabis products and accessories in the Province of Ontario under the brand ‘Trees Cannabis’. In addition, the Company has 
completed the construction and build-out of one additional store, which has received its conditional license to operate, with final approval 
subject to the completion of final regulatory inspection. On March 28, 2022, the Company entered into a share purchase agreement to acquire 
Barnard Cann Ltd. (dba “Camp Cannabis”).  Camp Cannabis operates three retail cannabis stores in Ontario, with a fourth location ready to 
open at Trees election, shortly after closing of the acquisition which is anticipated to occur by the end of April 2022 however there can be no 
assurances that the acquisition will be completed by such time. See “Subsequent Events”. 

The Company is also party to an asset purchase agreement to acquire up to an additional seven retail cannabis stores in the Province of British 
Columbia, four of which are fully licensed and operating as at the date of this MD&A with a fifth location anticipated to open in April 2022. 
There can be no assurances that the acquisition will be completed by such time. See “Corporate Overview – Transactions Completed in 2021– 
101 Purchase Agreement” below for additional details on the pending acquisition of retail cannabis stores in British Columbia. 

The common shares of the Company commenced trading on the facilities of the NEO under the symbol “TREE” on January 11, 2022.   

The following table sets out the Company’s current retail operations, including acquisitions and brand licensing agreements, across Canada as 
at the date of this MD&A: 

Province Currently 
Operating 

Expected to open 
in Q2 

Acquisition pending 
Closing 

Total 

Ontario 7 1(1) 4(2) 12(2) 

British Columbia - - 5(3) 5(3) 

Total 7 1 9(2, 3) 17(2, 3) 

(1) This store has received conditional licensing and is awaiting final regulatory inspection following receipt of its initial product inventory order. 

(2) These stores are currently operated under a brand licensing agreement between the Company and 101.  Refer to “101 Purchase Agreement” under the 
heading “Transactions Completed in 2021” and under the heading “Subsequent Events” for further details of this current arrangement and pending 
acquisition. 

(3) Refer to “Camp Cannabis Acquisition” under the heading “Subsequent Events” for further details of this pending acquisition. 

Competitive Landscape 
 
The Company operates amongst many competitors, both consolidated chains and independent operators. Notable competitors include High 
Tide, Fire & Flower, Value Buds, SpiritLeaf and Tokyo Smoke, as well as numerous smaller independent retailers. In the future, the Company 
expects to experience increased competition in the recreational cannabis industry as third-party stores continue to be established across 
Canada, offering both cannabis products and consumption accessories. However, the Company believes that its product knowledge and 
operational expertise will enable it to operate profitably over the long term.  

The Company is presently focused on opening and operating cannabis retail stores in the Province of Ontario and in British Columbia, but 
consistently evaluates the entrance into retail markets in additional provinces and territories as regulations permit. The Company anticipates 
being able to grow both organically as well as through strategic acquisitions in the future. 

Transactions Completed in 2021 

Ontario Cannabis Holdings Corp. Amalgamation 
On January 29, 2021, the Company and Ontario Cannabis Holdings Corp. (“OCH”) entered into a merger agreement (the “OCH Amalgamation 
Agreement”) whereby the Company acquired all of the issued and outstanding securities of OCH through the amalgamation (the “OCH 
Amalgamation”) of OCH and a wholly owned subsidiary of the Company (“Trees Subco”) on March 1, 2021.  Pursuant to the terms of the OCH 
Amalgamation Agreement, shareholders of OCH received an aggregate of 99,500,00 (on a pre-consolidation basis) Class A common shares in 
the capital of the Company (“Common Shares”), which represented approximately 84% of the then outstanding Common Shares on a non-
diluted basis following the closing of the OCH Amalgamation. OCH is a wholly-owned subsidiary of the Company. On closing of the OCH 
Amalgamation, Jon Conquergood and Jeff Holmgren assumed director and executive roles of chief executive officer and chief financial officer, 
respectively, for the Company. 

101 Purchase Agreement 

In October of 2019, as amended and restated in February of 2020 and January of 2021, the Company and 1015712 B.C. Ltd. (d/b/a Trees 
Cannabis)  (“101”) entered into a second amended and restated asset purchase agreement (the “101 Purchase Agreement”).  Pursuant to the 
terms of the 101 Purchase Agreement, the Company agreed to acquire, subject to certain conditions, all or substantially all of the assets of 101 
(the “101 Assets”) relating to eight unique cannabis retail stores owned and operated by 101 (collectively, the “101 Purchased Stores”) located 
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in British Columbia (the “101 Acquisition”).  The 101 Purchased Stores include four retail cannabis stores located in Victoria, British Columbia, 
two stores located in Nanaimo, British Columbia and one store location in Vancouver, British Columbia. More specifically, the 101 Assets 
include, but are not limited to: (i) lease agreements relating to the premises on which each of the 101 Purchased Stores is located; (ii) the 
intellectual property relating to and used by the 101 Purchased Stores; (iii) all installed fixtures, leaseholder improvements, furniture and 
equipment located at the 101 Purchased Stores and; (iv) the goodwill associated with the 101 Purchased Stores. Pursuant to the terms of the 
101 Purchase Agreement, the consideration for the 101 Assets was satisfied by way of the issuance of 89,000,000 (on a pre-consolidation basis) 
Common Shares, subject to adjustment in accordance with the terms of the 101 Purchase Agreement, including with respect to the impact of 
the transactions contemplated by 406 Amalgamation (as defined herein) on the share capital of the Company.  Refer to “Subsequent Events” 
section for amendments to the 101 Purchase Agreement. 

101 Grid Note 

On February 10, 2021, in connection with the pending 101 Acquisition, 101 issued a secured grid promissory note (the “101 Note”) in favour 
of the Company for the purpose of funding 101’s operations until the closing of the transactions contemplated by the 101 Purchase Agreement, 
inclusive of leasehold improvement costs relating to the operation of seven retail cannabis stores in British Columbia, which are the subject of 
the 101 Purchase Agreement. The outstanding principal amount of the 101 Note bears interest at the rate of 8.5% per annum from the date 
of advance noted on the grid under the 101 Note. The 101 Note shall mature on the date of closing of the 101 Acquisition. Pursuant to the 
terms of the 101 Note, any portion of the advances made under the 101 Note that are used specifically for the development and operations 
of the Purchased Retail Locations (as defined in the 101 Purchase Agreement) shall be automatically forgiven by the Company upon each such 
Purchased Retail Location being released from escrow in accordance with the terms of the 101 Purchase Agreement. Certain shareholders of 
the Company are non-controlling shareholders of 101.  On March 23, 2022, the terms of the 101 Note were amended.  Refer to “Subsequent 
Events”.  As of the date of this MD&A, the Company has advanced an aggregate of $3,242,967 to 101 under the terms of the amended 101 
Note (as amended subsequent to year end) and the total indebtedness, including accrued and unpaid interest, owing under the amended 101 
Note is $152,458. 

Convertible Debenture Offering – February 2021 

On February 16, 2021, the Company closed a private placement of 12% convertible debentures (the “February 2021 Debentures”) for total 
gross proceeds of $5,840,000 (the “February 2021 Offering”). The February 2021 Debentures bear interest from the date of issue until the 
earlier of: (i) the date on which the February 2021 Debentures are converted in accordance with their terms; and (ii) two years from the date 
of issuance payable annually in cash on the last day of each year, commencing December 31, 2021. On the maturity date, the Company may 
elect, at its sole option, and subject to the approval of any stock exchange on which the Common Shares are then listed, to pay interest in 
Common Shares as opposed to cash. In such an event, the Common Shares will be issued at a 35% discount to the deemed price per security 
of the Company issued upon the occurrence of a liquidity event, subject to customary adjustments.  On December 22, 2021, the February 2021 
Debentures were converted in accordance with their terms to Common Shares upon the completion of the 406 Amalgamation (defined below). 

In connection with the completion of the offering of the February 2021 Debentures, the Company issued broker warrants (“Broker Warrants”) 
to certain agents exercisable into such number of Common Shares as is equal to $215,500 divided by 65% of the Subscription Receipt Price.    

Convertible Debenture Offering - September 2021  

On September 10, 2021, October 28, 2021, and November 5, 2021, the Company closed a private placement of 4.9% per month secured 
convertible debentures (the “September 2021 Debentures”) for aggregate gross proceeds of $710,000. The principal amount and accrued and 
unpaid interest under the September 2021 Debentures are convertible at the option of the holders thereof into Common Shares at a price 
equal to 50% of the deemed price per Conversion Share (as defined in the September 2021 Debentures) and only in the event of a Liquidity 
Event (as defined in the September 2021 Debentures).  On December 22, 2021, $500,000 of the September 2021 Debentures were converted 
in accordance with their terms to Common Shares upon the completion of the 406 Amalgamation (defined below). 

Issuance of October 2021 Debentures   

On October 25, 2021, the Company closed a private placement offering of non interest bearing secured convertible debentures (the “October 
2021 Debentures”) for gross proceeds of $300,000. The principal amount under the October 2021 Debentures was automatically convertible 
into Common Shares at a price equal to 80% of the deemed price per Conversion Share (as defined in the October 2021 Debentures) in the 
event of a Liquidity Event (as defined in the October 2021 Debentures).  On December 22, 2021, the October 2021 Debentures were converted 
in accordance with their terms to Common Shares upon the completion of the 406 Amalgamation (defined below). 

MetroCannabis Acquisition 

On May 11, 2021, OCH Ontario Consulting Corp. (“Ontario Consulting”), a wholly-owned subsidiary of the Company, acquired all of the issued 
and outstanding common shares in the capital of 11819496 Canada Inc. (operating as Metro Cannabis) (“MetroCannabis”) for an aggregate 
purchase price of $7,500,000 (the “MetroCannabis Acquisition”) paid by issuance of a promissory note (the “MetroCannabis Note”).   
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On October 26, 2021, the Company renegotiated the terms of the MetroCannabis Acquisition and issued a replacement to the original 
MetroCannabis Note, with the key changes being:  

1) a reduction of the purchase price to $5.0 million (without interest) from $7.5 million (plus interest); 
2) elimination of the requirement to repay a portion of the note in cash, and instead 100% of the note to be repaid in Common Shares 

upon successful exchange listing. 

On December 22, 2021 and in connection with the completion of the 406 Amalgamation (defined below), the Company issued 16,666,667 
Common Shares in full satisfaction of the payment of the MetroCannabis Note.  As a result of the renegotiated terms of the MetroCannabis 
Note, the Company recognized a gain of $2,500,000 classified as a gain on contract renegotiation on the consolidated statements of loss and 
comprehensive loss.   

Jon Conquergood, President and CEO of the Company at the time of MetroCannabis Acquisition, was deemed a related party to MetroCannabis 
and therefore recused himself from all matters pertaining to the transaction. 

406 Amalgamation and Related Transactions 

On August 26, 2021, the Company and 1287406 B.C. Ltd. (“406”) entered into a letter of intent to pursue a business combination and listing of 
the common shares (“Resulting Issuer Shares”) of the issuer resulting from such business combination on the Neo Exchange Inc. (the “NEO”). 
On November 10, 2021, the Company and 406 entered into the 406 Amalgamation Agreement in connection with a proposed amalgamation 
(the “406 Amalgamation”) of the Company and 406.  

On December 22, 2021, the 406 Amalgamation was completed, with the resulting entity being the Company. Prior to the 406 Amalgamation, 
Trees PrivateCo (i) continued out of the jurisdiction of Alberta under the Business Corporations Act (Alberta) and into the federal jurisdiction 
of Canada under the CBCA (the “Trees PrivateCo Continuance”); and (ii) consolidated its Class A common shares (the “Trees PrivateCo Shares”) 
at a ratio of fifteen (15) pre-consolidation Trees PrivateCo Shares for every one (1) post-consolidation Trees PrivateCo Share (the “Trees 
PrivateCo Consolidation”). In connection with the 406 Amalgamation, 406 (i) continued out of the jurisdiction of British Columbia under the 
Business Corporations Act (British Columbia) and into the federal jurisdiction of Canada under the CBCA (the “406 Continuation”); and (ii) 
completed a consolidation of its common shares (the “406 Shares”) on the basis of 1 post-consolidation 406 Share for every 0.77 pre-
consolidation 406 Share (the “406 Consolidation”). The Trees Continuance, Trees PrivateCo Consolidation, and 406 Amalgamation, among 
other things, were approved at the annual and special meeting of the shareholders held on December 3, 2021. 

Pursuant to the Subscription Receipt Financing, Trees PrivateCo issued an aggregate of 101,500,000 subscription receipts (on a pre-
consolidation basis) at the Subscription Receipt Price for aggregate proceeds of $2,030,000. Pursuant to the terms of the subscription receipt 
agreement, each subscription receipt was automatically exchanged, following the Trees Continuance but prior to the Trees PrivateCo 
Consolidation, without payment of any additional consideration and any further action by the holder thereof, for one Trees PrivateCo Share.  

In connection with the 406 Amalgamation, each outstanding Trees PrivateCo Share and 406 Share was cancelled and, in consideration therefor, 
the holders thereof received one fully paid and non-assessable common share of the Company. As a result of the business combination and as 
at December 31, 2021, the Company has 82,733,911 Common Shares outstanding, and has reserved the following for issuance: (i) up to 
1,116,794 Common Shares upon the exercise of Broker Warrants, (ii) up to 211,013 Common Shares upon the exercise of Options, and (iii) up 
to 573,402 Common Shares upon the settlement of performance share units (“PSUs”).  

In connection with the 406 Amalgamation, convertible debentures (with the exception of $210,000 of the principal amount of the September 
2021 Debentures) and the MetroCannabis Note were converted to Common Shares of the Company in accordance with the terms of the 
respective agreements, resulting in the issuance of 62,451,201 Common Shares of the Company. 

The Common Shares of the Company commenced trading on the facilities of the NEO under the symbol “TREE” on January 11, 2022.   

All disclosures related to equity securities of the Company in this MD&A reflect the Trees PrivateCo Consolidation for all periods presented, 
unless otherwise noted.  Prior period information including numbers of securities and per share amounts has been restated to reflect the Trees 
PrivateCo Consolidation at the ratio of fifteen pre-consolidation shares for every one post-consolidation share. 

SELECTED ANNUAL INFORMATION  

As at and for the year ended December 31, 2021 2020 2019 
 $ $ $ 

Total revenue 4,553,453 1,184,363 348,916 
Net loss    (13,371,723)     (6,110,307)     (6,244,769)  
Loss per share (basic)    (1.43)     (0.55)     (0.41)  
Loss per share (diluted)    (1.43)     (0.55)     (0.41)  
Total assets 20,522,240 5,643,020 4,592,933 
Total non-current financial liabilities (including leases) 9,124,235 5,413,464 443,618 
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Revenue increased substantially in 2021 compared to 2020 due to an increase in the number of operational stores from 1 in 2020 to 6 in 2021.  
Prior to 2020, the Company did not operate retail cannabis stores and generated revenue solely from consulting services and wholesale 
accessory sales.  Net loss increased substantially in 2021 due to the inclusion of numerous non-cash charges including a $4.5 million non-cash 
loss on conversion of convertible debentures on December 22, 2021 and $4.7 million in transaction costs related to the OCH Amalgamation on 
March 1, 2021.  Total assets increased substantially in 2021 compared to the prior two years due to a $2.8 million increase in notes receivable 
in connection with funds loaned to 101 to fund operations and new store openings.  $2.2 million in right of use lease assets related to leases 
acquired in the MetroCannabis acquisition, $0.8 million increase in intangible assets related to acquired business licenses and $5.1 million of 
Goodwill, both in connection with the MetroCannabis Acquisition.  Non-current financial liabilities (including leases) increased in 2021 over the 
prior year due to the addition of $1.9 million in lease liabilities in connection with the MetroCannabis Acquisition, $1.6 million in shareholder 
loans, and a $0.3 million increase in the deferred tax liability in connection with the future tax liability associated with the intangible business 
license asset acquired in the MetroCannabis Acquisition. 

PAYMENT OF DIVIDENDS 

The Company’s current policy is to retain earnings to finance the development of its business. Therefore, the Company does not anticipate 
paying cash dividends on the Common Shares in the foreseeable future. The Company’s dividend policy will be reviewed from time to time by 
the board of directors in the context of its earnings, financial condition and other relevant factors. Until the time that the Company does pay 
dividends, which it may never do, shareholders will not be able to receive a return on their Common Shares unless they sell them. 
 

RESULTS OF OPERATIONS 
During the year ended December 31, 2021, the Company operated in one operating segment: cannabis retail sales. 

OPERATIONAL HIGHLIGHTS FOR THE YEAR ENDED DECEMBER 31, 2021 

• A 305% increase in cannabis sales over the prior year; 
• Rebranded all retail stores to Trees Cannabis (from Corner Cannabis) as a result of the OCH Amalgamation on March 1, 2021; 
• Added 3 new corporate storefront locations in the second and third quarters of 2021, from existing inventory of leases; 
• Added 5 new storefront locations (3 operational) through acquisition of Metro Cannabis on May 11, 2021; 
• Completed a ‘go-public’ transaction on December 22, 2021 and concurrent $2.0 million equity raise on December 22, 2021, resulting 

in approval of the Company’s shares to list on the NEO. 

SELECTED FINANCIAL RESULTS  

For the year ended December 31, 2021 2020 Change Change 
 $ $ $ % 

Revenue from retail sales 4,297,209 1,060,082 3,237,127 305.37% 
Revenue from wholesale accessory sales 84,886 73,225 11,661 15.93% 
Revenue from consulting 21,868 24,000    (2,132)  (8.89%) 
Interest income 149,490 27,056 122,434 452.52% 

Total revenue 4,553,453 1,184,363 3,369,090 284.46% 

Total gross profit 1,558,872 483,172 1,075,700 222.63% 
Gross profit margin from product sales 34.23% 41.00% (33.77%) (49.65%) 
Operating expenses 1,934,353 214,979 1,719,374 799.79% 
General and administrative expenses 1,599,060 1,434,254 164,806 11.49% 

Loss from operations    (13,371,723)     (6,110,307)     (7,261,416)  (118.84%) 

Loss per share (basic)    (1.43)     (0.55)     (0.87)  (157.31%) 
Loss per share (diluted)    (1.43)     (0.55)     (0.87)  (157.31%) 

 

Revenue and Gross Profit 

Cannabis product sales grew 305% from $1,060,082 in 2020 to $4,297,209 for the year ended December 31, 2021 while total revenue increased 
for the year ended December 31, 2021 by 284% to $4,553,453 from $1,184,363 in 2020 and gross profit increased by 223% to $1,558,872 from 
483,172. Higher revenues in 2021 were due to the addition of 6 new corporate-owned stores in the current year, 3 from existing inventory of 
locations all of which opened in the second and third quarters of 2021, and 3 from the MetroCannabis Acquisition on May 11, 2021.  The gross 
margin percentage of 34% was lower than the prior year gross margin percentage of 41% due to increased price competition experienced from 
numerous multi-provincial operators which applied downward pressure on retail gross margins across Canada.  For the three months ended 
December 31, 2021 (the “Quarter”), revenues of $1,578,357 were 150% higher than the comparative period in the prior year due to the 
increase in stores to 6 in the Quarter compared to 1 in the comparative period.  
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Store Level Expenses 

The following table outlines the store level expenses (excluding rent) for the years ended December 31, 2021 and 2020: 

 
    2021 2020 

Wages expense  1,420,556 143,311 
Other   513,797 71,668 

Total store level expenses   1,934,353 214,979 

 
The substantial increase in wages and other expense for 2021 and the Quarter, compared to the comparative periods in the prior year is a 
direct result of increased store operations with 6 stores operational in 2021 compared to 1 store in the prior year. 

Corporate Expenses 
The following table outlines the corporate expenses for the years ended December 31, 2021 and 2020: 

    2021 2020 

  Lease expense  333,263 567,657 
  Amortization and depreciation  1,053,882 574,849 
  General and administrative expenses  1,599,060 1,434,254 
  Lease deposit write downs  - 282,572 
  Loss on sale of property and equipment  - 25,070 
  Impairment of notes receivable  769,609 - 
  Impairment of property and equipment  6,306 354,654 
  Impairment of intangibles   - 758,459 

Total corporate expenses   3,762,118 3,997,515 

 
The Company substantially reduced lease commitments in 2020 while retaining nine locations that met a strict criteria for location quality and 
speed to license, the full benefit of which was realized in 2021 resulting in 41% reduction in lease expense during the current year.  

Corporate overhead costs remained relatively flat in 2021 and the Quarter compared to the comparative periods in the prior year where in the 
prior year, costs were reduced through reduction of corporate staffing and office lease. 

Amortization and deprecation is comprised of deprecation on property and equipment, amortization of intangible assets and depreciation of 
the right-to-use assets. Depreciation on property and equipment for 2021 was $383,030, compared to $82,246 for the prior year, a direct result 
of the increase in storefronts that transitioned into operations in 2021.  Depreciation of the right-to-use assets increase to $541,483 in 2021 
compared to $182,864 in the prior year due to the increase in lease assets from the MetroCannabis Acquisition.  The Company recorded lower 
amortization expense from intangible assets of $129,369 in 2021 compared to $309,739 in the prior year due to the full amortization of prior 
business license value relating to the MHC Acquisition completed in 2019. 

General and administrative expenses for 2021 of $1,523,662, was 6% higher than the prior year due largely to legal fees on corporate 
transactions completed during 2021 including the OCH Amalgamation, multiple convertible debenture offerings, the MetroCannabis 
Acquisition and the 406 Amalgamation. 

Other Expenses (Income) 
    2021 2020 

  Finance costs  1,603,980 249,191 

  Transaction costs  4,656,619 - 

  Gain on sale of assets  -    (89,312)  

  Loss on valuation of convertible debt  4,546,365 - 

  Loss on valuation of derivative asset  - 708,534 

  Gain on contract renegotiation     (2,500,000)  - 

  Share based compensation   927,160 1,512,572 

Total other expenses   9,234,123 2,380,985 
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Finance costs for the year ended December 31, 2021 were $1.6 million, an increase of $1.4 million from $0.2 million in the prior year. The 
increase in finance costs in 2021 and the Quarter is primarily due to increased lease liability accretion as a result of accreting additional leases 
compared to the prior year.  

Transaction costs in connection with the OCH Amalgamation on March 1, 2021 totalled $3,096,556 being the value of the consideration paid 
plus the fair value of the net identifiable liabilities assumed.  Transaction costs in connection with the 406 Amalgamation on December 31, 
2021 totalled $1,560,063 being the value of the consideration paid plus the fair value of the net identifiable liabilities assumed. 

Net Loss and Comprehensive Loss 

The Company realized a net loss of $13,371,723 for the year ended December 31, 2021 (2020: a net loss of $6,110,307), a 119% increase. 
Although the Company realized a substantial increase in revenue and gross margins in 2021, these positive results were more than offset by 
certain material non-cash charges relating to significant transactions undertaken during 2021 including; $4.7 million for transaction costs 
relating to the OCH Amalgamation and MetrocCannabis Acquisition, and $4.6 million loss on valuation of convertible debentures which were 
converted into shares of the Company in connection with the 406 Amalgamation, net of a $2.5 million gain on contract renegotiation of debt 
in connection with the MetroCannabis renegotiation. 

STATEMENT OF FINANCIAL POSITION  

The following table outlines the Company’s assets, liabilities, and equity position as at December 31, 2021 and 2020:  

 

                December 
31, December 31, Change Change 

  2021 2020     

Assets     $          $          $ % 
  Cash 1,316,517 202,307 1,114,210 550.75% 
  Trade and other receivables 161,968 6,362 155,606 2445.87% 
  GST/HST net receivable 90,293 49,734 40,559 81.55% 
  Inventory  192,279 57,107 135,172 236.70% 
  Prepaid expenses 22,500 - 22,500 100.00% 
  Notes receivable including current portion 3,352,722 300,000 3,052,722 1017.57% 
  Property and equipment  3,234,217 1,061,086 2,173,131 204.80% 
  Prepaid lease deposits and rents 248,875 123,279 125,596 101.88% 
  Right-of-use assets, net 5,940,273 3,822,433 2,117,840 55.41% 
  Intangible assets  863,546 20,712 842,834 4069.30% 
  Goodwill 5,099,050 - 5,099,050 100.00% 

Total assets 20,522,240 5,643,020 14,879,220 263.67% 

Liabilities     
  Accounts payable and accrued liabilities 1,863,253 1,557,118 306,135 19.66% 
  Long-term debt including current portion 2,301,544 2,097,470 204,074 - 
  Shareholder loans including current portion 1,616,866 920,000 696,866 - 
  Lease liability including current portion 6,192,103 3,860,623 2,331,480 (12.00%) 
  Deferred tax liability 257,633 - 257,633 100.00% 

Total liabilities 12,231,399 8,435,211 3,796,188 45.00% 

Equity (Deficiency) 8,290,842    (2,792,191)  11,083,033 396.93% 

 

Assets 

As at December 31, 2021, the Company had total assets of $20,552,240, an increase of $14,879,220 from total assets of $5,643,020 as at 
December 31, 2020. 

The increase from 2020 to 2021 is primarily comprised of: 

1. Cash increased by $1.1 million as a result of the proceeds from the Subscription Receipts Financing on December 17, 2021; 
2. Notes Receivable (including current portion) increased by $3.1 million in relation to the 101 Grid Note for loans provided to 101 to 

support operational costs for the 101 Assets; 
3. Right-of-use assets increased by $2.1 million due primarily to the addition of leases acquired in the MetroCannabis Acquisition; 
4. Intangible assets increased by $0.8 million due to intangible business licenses acquired in the MetroCannabis Acquisition; and 
5. Goodwill of $5.1 million was recognized in connection with the MetroCannabis Acquisition. 
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Liabilities 

Liabilities increased by $3,796,188 for the year ended December 31, 2021 compared to 2020 mainly due to the increase in shareholder loans, 
and the assumption of liabilities in the OCH Amalgamation and the MetroCannabis Acquisition, most significantly of which were the assumed 
lease liabities.  

The debt is comprised as follows: 

Licensed Producer:  The Company has received debt funding from a Canadian licensed cannabis producer for the purposes of constructing and 
opening stores in the province of Ontario. Each tranche of debt funding has a term of three years, is callable on the first anniversary of its 
issuance, and accrues interest at a rate of 8.5% per annum. As at December 31, 2021 the balance outstanding was $900,000. 

Mountain Herb Collective Acquisition:  In 2019, the Company acquired Mountain Herb Collective(the “MHC Acquisition”) and issued a 
promissory note in the amount of $1.1 million. The Company is obligated to repay this amount beginning with a payment of $50,000 upon 
licensing of the store located in Squamish, British Columbia, and monthly payments calculated to be the greater of: a) 85% of the cash earnings 
from operations of the store, or b) $3,000 per month beginning on January 1, 2021, in either case until such time as the debt is fully repaid. As 
at December 31, 2021 the balance outstanding was $1,064,000 of which $36,000 is due within the next twelve months. 

Government Relief:  During 2020, the Company received a $60,000 government assistance COVID-19 loan to provide working capital support 
through the COVID-19 crisis.  The loan is an extendible revolving facility, with any outstanding balance convertible to a reducing term facility 
on December 31, 2020.  If the Company repays the loan in full on or before December 31, 2022, it shall be entitled to a credit in the amount of 
25% of the converted loan balance.  If the loan is not repaid in full on or before December 31, 2022, the Company may extend the term from 
January 1, 2023 to December 31, 2025.  Interest accrues only during the extended term at a rate of 5.0% per annum.  In connection with the 
OCH Amalgamation, the Company assumed an additional $60,000 government assistance COVID-19 loan on the same terms.  As at December 
31, 2021 the balance outstanding was $120,000 from both loans. 

Long Term Note: On April 23, 2020, the Company entered into a long-term note agreement for $50,000, due on June 30, 2022 and payable in 
monthly installments beginning July 2020. The monthly installments to be paid will be equal to the greater of a) 10% of monthly cash earnings 
of the store located at 395 Ontario Street, St. Catharines, or b) $2,083. As at December 31, 2021 the balance outstanding was $7,544 and is 
due within the next twelve months.  

September 2021 Debenture: September 2021 Debentures with a face value of $210,000 and accruing interest of 4.9% per month, were not 
converted by the holders and are no longer eligible to be converted. The September 2021 Debentures mature on the two-year anniversary of 
the date of issuance. The Company has the right, but not the obligation, to elect to prepay the principal amount and all accrued interest thereon 
up to a date of prepayment determined by the Company at any time, in the Company’s sole discretion.  

Shareholder Loans 

On December 31, 2019, certain shareholders of the Company provided short-term bridge financing arrangements to the Company in the 
amount of $270,000 and a further $650,000 during the year ended December 31, 2020, for a total of $920,000.  These shareholder loans accrue 
interest at 10.0% per annum.  Shareholder loans are subordinate to long-term debt funding provided by the Licensed Producer.  No repayments 
of shareholder loans or accruing interest was permitted prior to June 1, 2021 or earlier unless the debt provided by the Licensed Producer and 
related accruing interest were repaid in full.  On December 31, 2021, the repayment terms of the loans were amended to provide that all 
unpaid principal amounts together with accrued and unpaid interest thereon would become immediately due and payable on the earlier of (i) 
January 1, 2023; (ii) upon the occurrence of an Event of Default (as defined therein); or (iii) upon the closing of a Change of Control (as defined 
therein).  The loans are classified as long-term liabilities on the Consolidated Statement of Financial Position at December 31, 2021. 

 
As part of the OCH Amalgamation, the Company assumed loans from shareholders in the amount of $409,960 to fund operating and capital 
expenditures during the development phase of the business.  The shareholder loans accrue interest at a rate of 8.0% per annum and mature 
on January 1, 2023 subject to extension by mutual agreement. The Company has therefore classified these loans as long-term liabilities on the 
Consolidated Statement of Financial Position at December 31, 2021. 

In 2021, the Company obtained loans from a director in the amount of $65,000.  The loans bear interest at 10% per annum and are due on 
demand.  

Shareholders’ Equity 

Shareholders’ Equity increased by $11.1 million in 2021 from 2020 primarily due to the issuance of Common Shares as part of Subscription 
Receipt Financing, debt conversions, OCH Amalgamation and 406 Amalgamation.  These were partially offset by the $13.4 million net loss for 
the year. 

SUMMARY OF QUARTERLY RESULTS 

Prior to the 406 Amalgamation, 406 (the continuing reporting issuer) was purposed formed as a shell company for an eventual transaction of 
this nature.  Since its incorporation on February 3, 2021, 406 incurred only immaterial amounts relating to administration expenses 
commensurate with maintaining its ongoing corporate and public filing obligations.  For the three reporting periods since inception, 406 
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incurred $72,569 of cumulative expenses and recorded $1,506 of total assets as at September 30, 2021, being its last reported period prior to 
the 406 Amalgamation.  

LIQUIDITY AND CAPITAL RESOURCES 

As at December 31, 2021, the Company had a cash balance of $1,316,517 (2020: $202,307) and net working capital deficit of $765,973 (2020: 
$2,706,237), an increase of $1,940,264 from 2020 to 2021. 

Total cash used in operating activities was $2,723,911 for the year ended December 31, 2021 (2020: $1,183,560). The increase in operating 
cash outflows from 2020 to 2021 was primarily driven by a substantial increase in operating activities from 1 operating store in 2020 to 6 
operating stores in 2021 which incurred significant costs relating to new store launches and associated operating losses typical of new stores 
for the first six to eight months of operations. 

Cash inflows from investing activities were $1,779,379 (2020: $325,086 outflow). Cash inflows from investing activities for the year ended 
December 31, 2021 were primarily related to cash acquired in the OCH Amalgamation, and cash proceeds from notes receivable, partially 
offset by expenditures on new store construction. 

Cash flow from financing activities was $2,058,742 (2020: $1,413,861). 2021 net inflows was largely due to proceeds from long-term debt, 
share issuances net of share issue costs, and shareholder loans partially offset by lease liability payments.   

In the first quarter of 2020, the Company entered into a long-term debt facility agreement with the LP, terms of which include advances of up 
to $300,000 per store for each store that is built by the Company or in partnership with other independent retailers.  The facility agreement 
provides up to $3.0 million of funding on commercially competitive terms with no pre-payment penalties.  As at the date of this MD&A, the 
Company has received $900,000 in loan advances from this facility.  

During the fourth quarter of 2020, the Company sold its 9.9% ownership interest in 2707 to the majority shareholder. Total proceeds of the 
sale were $300,000, comprised of a repayment of $210,688 towards the promissory note with the remaining balance allocated to the value of 
the Company’s 9.9% ownership interest. The Company agreed to extend maturity on the unpaid remaining balance of the promissory note 
($300,000) until December 31, 2022 with interest payments received monthly until maturity. 

Additional funds will be required for the further development of the Company’s retail cannabis buildout strategy and to meet its obligations 
as outlined in this MD&A. The Company’s future financing efforts may be affected by the volatility in market conditions and the current COVID-
19 pandemic. The ability to expand the Company’s operations will be reliant on, but not limited to, securing the necessary retail real estate 
locations, securing the necessary capital to build out its target retail spaces, and the ability to generate positive operating cash flow to meet 
its growth objectives and general working capital requirements.  

The Company will continue to have to rely on equity and/or debt financings until such time as it has achieved profitability to meet its 
development objectives over the next six to twelve months as well as meet its working capital requirements. The Company, upon approval 
from the board of directors of the Company (the “Board”), intends to balance its overall capital structure through new share issues or by 
undertaking other activities as deemed appropriate under the specific circumstances. To maintain its capital structure the Company may, from 
time to time, issue equity or debt, repay debt or sell assets. 

No dividends have been paid or declared by the Company on the Common Shares since inception and the Company does not anticipate 
declaring any dividends in the near future. 
 
CONTRACTUAL OBLIGATIONS, COMMITMENTS AND CONTINGENCIES 
 
As at December 31, 2021, the Company’s financial liabilities have contractual maturities as summarized below: 

($ thousands) Total 2022 2023 2024 2025 2026 
Retail leases 4,377  878   900   918   862   819  
Total 4,377  878   900   918   862   819  

PROPOSED TRANSACTIONS 
101 Purchase Agreement 

As detailed under the heading ‘Transactions Completed in 2021’, and as further amended under the heading ‘Subsequent Events’, the Company 
anticipates the closing of the amended 101 Purchase Agreement, specifically the Retail Store APA later in 2022 which will result in the 
conveyance of 5 retail cannabis stores operating on Vancouver Island British Columbia.  Four of the five stores are currently operating and are 
generating annualized revenues and operating cash flows of approximately $4.5 million and $0.2 million respectively. 

Camp Cannabis Acquisition 

As detailed under the heading ‘Subsequent Events’, the Company anticipates the closing of the Camp Cannabis acquisition in the second quarter 
of 2022.  Camp Cannabis currently operates 3 stores currently generating annualized revenues of approximately $2.4 million with operating cash 
outflows of approximately $0.2 million respectively. 
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CAPITAL MANAGEMENT 
The Company’s objectives when managing capital resources are to: 

1. Explore profitable growth opportunities; 
2. Deploy capital to provide an appropriate return on investment for shareholders; 
3. Maintain financial flexibility to preserve the ability to meet financial obligations; and 
4. Maintain a capital structure that provides financial flexibility to execute on strategic opportunities. 

The Company manages its capital to ensure that it will be able to continue as a going concern, while also maximizing the Company’s business 
and value creation opportunities for the benefit of its shareholders. The Company’s strategy is formulated to maintain a flexible capital 
structure consistent with the objectives stated above as well to respond to changes in economic conditions and to the risks inherent in its 
underlying assets.  

The Board does not establish quantitative return on capital criteria for management, but rather promotes year-over-year sustainable profitable 
growth. The Company is not subject to any externally imposed capital requirements. The Company’s capital structure consists of equity and 
working capital. To maintain or alter the capital structure, the Company may adjust capital spending, take on new debt and issue share capital. 
The Company anticipates that it will have adequate liquidity to fund future working capital, commitments, and forecasted capital expenditures 
through a combination of cash flow, cash-on-hand and financings as required. 

 
OFF BALANCE SHEET ARRANGEMENTS 
 
As at December 31, 2021 and 2020, and the date of this MD&A, the Company did not have any off-balance sheet arrangements. 

 
TRANSACTIONS BETWEEN RELATED PARTIES 
 
Related parties to the Company are considered to be key management personnel including persons having the authority and responsibility for 
planning, directing, and controlling the activities of the Company as a whole, either directly or indirectly. The Company has determined that 
key management personnel include the Company’s executive officers and directors. Key management personnel are those persons having 
authority and responsibility for planning, directing and controlling the activities of the Company, directly or indirectly. The key management 
personnel of the Company during 2021 were Jon Conquergood (CEO), Jeff Holmgren (President and CFO) and the non-executive Board, being 
Fraser Clarke, James Ward, Scott Cunningham, Meysam Soltani, and board observer Matthew Hill.  

As at December 31, 2021, the Company had the following transactions with related parties, except those pertaining to transactions with key 
management personnel in the ordinary course of their employment and/or directorship arrangements. Transactions with related parties were 
conducted in the normal course of operations.  

Shareholder loans  

Certain shareholders of the Company have provided loans to the Company in the amount of $920,000 as at December 31, 2020 and 2021.  A 
further $409,960 was assumed in connection with the OCH Amalgamation, and a further $65,000 was provided in 2021. These shareholder 
loans accrue interest at rates between 8% and 10% per annum.  

Convertible Debt 

$460,000 of the September 2021 Debentures were issued to Mr. Conquergood (CEO), Fraser Clarke (director) and Matt Hill (significant 
shareholder and former board observer).   

101 Grid Note  

See “Corporate Overview – Transactions Completed in 2021– 101 Grid Note”.  Certain shareholders of the Company are non-controlling 
shareholders of 101. 

Services Agreements  

On March 16, 2018, the Company granted 366,666 PSUs to a director of the Company with performance-based milestones, $nil exercise price 
and no expiry date. The grant of PSUs was accounted for as an equity settled share-based payment in accordance with IFRS 2 and was recorded 
at the fair value of the PSUs at the time of grant. This resulted in the recognition of $275,000 in share-based compensation expenses in the 
Consolidated Statements of Loss and Comprehensive Loss for the year ended December 31, 2018, with an offsetting recognition as contributed 
surplus in the Consolidated Statement of Financial Position.  These PSUs vested upon the completion of the 406 Amalgamation and resulted in 
the issuance of 336,666 Common Shares to the director.  

On December 10, 2019, the Company granted 10,000 PSUs to a consultant acting in the capacity of an employee with the company, with 
performance-based milestones, $nil exercise price and no expiry date. The grant of PSUs was accounted for as an equity settled share-based 
payment in accordance with IFRS 2 and was recorded at the fair value of the PSUs at the time of grant resulting in the recognition of $7,500 in 
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share-based compensation expenses in the Consolidated Statement of Loss and Comprehensive loss for the year ended December 31, 2019, 
with an offsetting recognition as contributed surplus in the Consolidated Statement of Financial Position.  These PSUs vested upon the 
completion of the 406 Amalgamation and resulted in the issuance of 10,000 Common Shares.  

Accrued wages  

In response to COVID-19 and the resulting impact on the Company’s business, certain employees of the Company elected to receive a partial 
payment of salary in 2020 and 2021.  Unpaid salaries earned in 2020 totaling $288,333 was repaid in full to employees in February 2021.  
Unpaid salaries earned in 2021 totaling $128,333 remain unpaid as of the date of this MD&A.   

 

RISKS AND UNCERTAINTIES 
 
The following is a summary of certain risk factors relating to the business and affairs of Trees, and is qualified in its entirety by reference to, 
and must be read in conjunction with, the detailed information appearing elsewhere in this MD&A. Shareholders should consider carefully the 
information contained herein and, in particular, the following risk factors. The risks described below are not intended to be an exhaustive list 
of all the risks facing Trees. Additional risks and uncertainties not currently known to Trees, or that Trees currently considers immaterial, may 
also affect the business and operations of Trees. If any of these risks actually occur, Trees’ business, financial condition, liquidity or results of 
operations could be adversely affected.  

Management is focused on developing a retail cannabis business across Canada and faces risks that could adversely affect the Company’s 
operations. Many of these risks are beyond the Company’s control. The Company may acquire or move into new geographical areas or acquire 
different cannabis-related assets and, as a result, may face unexpected risks or, alternatively, may experience a significant increase in its 
exposure to one or more existing risk factors, which may, in turn, result in the Company’s future operational and financial conditions being 
adversely affected.  

COVID-19 Pandemic  

On March 11, 2020, the World Health Organization declared the outbreak of the novel coronavirus (“COVID-19”) a pandemic. The Company’s 
retail stores were deemed to be an essential service in Ontario.  

The COVID-19 pandemic continues to impact the way in which the Company operates its retail stores. Uncertainty over the severity and 
duration of the pandemic makes estimating the full extent and impact on the Company’s operations and financial results difficult. Management 
is committed to keeping its cannabis retail locations open but continues to monitor the situation on a daily basis and is prepared to take 
necessary actions in response to directives of government and public health authorities or that are in the best interests of its team members, 
customers and other stakeholders.  

The Company has already taken and will continue to take actions to mitigate the effects of the COVID-19 pandemic on its operations, while 
protecting the health and safety of its team members, customers and other stakeholders. Changes to date and any future changes in operations 
in response to the COVID-19 pandemic, as well as government interventions aimed at containing COVID-19, could materially impact the 
Company’s business, financial condition, liquidity and results of operations, including temporary store closures, potential disruption to the 
availability of workforce; and temporary or prolonged disruption to supply chain and distribution channels, particularly the import of cannabis 
products.  

Uncertain economic conditions resulting from the COVID-19 pandemic may, in the short or long term, adversely impact demand for the 
Company’s products. Trees relies on consumers’ demand for the cannabis products it sells in its stores. Consumer spending may decline across 
cannabis retail.  

A limited or general decline in consumption could occur in the future due to a variety of factors related to the COVID-19 pandemic, including:  

• a continued decline in economic or geopolitical conditions, including increased or prolonged unemployment, resulting in reduced 
consumer disposable income;  

• concern about the health consequences of consuming cannabis products given the increased awareness of health concerns during this 
time; and  

• a general decline in consumers leaving their homes and favouring online shopping, resulting in less foot traffic in shopping centres where 
the Company’s retail cannabis stores are located.  

Although the Company has yet to experience a decline in consumer spending, the ultimate impact of the COVID-19 pandemic is currently 
unknown and may become significant as consumers continue to self isolate and experience financial hardship from prolonged 
underemployment or unemployment.  

Each of these factors could have a significant financial impact on the Company which could include, but is not limited to, impairment to the 
net realizable value of inventories, impairment of its property and equipment, right-of-use and intangible assets, valuation of Common Shares, 
stock options, warrants and performance warrants, lost revenues, depletion of cash balances, ability to settle the Company's obligations as 
they come due, which could ultimately affect the Company's liquidity.  

Specific Risks Related to Trees Retail Cannabis Business  
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Limited Operating History  

Trees operates in an emerging and rapidly changing area of business. As such, Trees will be subject to many risks common to such enterprises, 
including: limitations with respect to personnel, financial and other resources and lack of revenues; risks that it may not develop its product 
and service offerings in a way that is profitable and meets customers' requirements or expectations; risks that its growth strategy may not be 
successful; risks that fluctuations in its operating results will be significant relative to its revenues; and risks relating to an evolving regulatory 
regime in various provinces. The recreational cannabis industry is also marked by competitive conditions, consumer tastes and unique 
circumstances, and spending patterns that differ from existing markets. Trees’ future growth will depend substantially on its ability to address 
these and other risks described in this section.  

Potential Decline in the consumption of cannabis products sold by Trees  

Trees relies on consumers' demand for the cannabis products it sells in its stores. Consumer preferences may shift due to a variety of factors, 
including changes in demographics or social trends, public health policies, and changes in leisure, dining and consumption patterns. Shifts in 
consumer preferences that do not negatively impact the overall consumption of cannabis products, but amongst sub-categories of cannabis 
products from those that are more profitable, could also adversely affect Trees’ business, financial condition, liquidity and results of operations.  

A limited or general decline in consumption in one or more cannabis categories could occur in the future due to a variety of factors, including:  

• a general decline in economic or geopolitical conditions;  
• concern about the health consequences of consuming cannabis products;  
• consumer shopping preferences favouring online shopping, resulting in less foot traffic in shopping centres where Trees cannabis retail 

stores are located;  
• the increased activity of anti-smoking and anti-cannabis groups;  
• increased federal and/or provincial taxes on cannabis products;  
• increased regulation placing restrictions on the purchase or consumption of cannabis products;  
• inflation; and  
• wars, pandemics (including COVID-19), weather and natural or man-made disasters.  

 
Government Regulation on Retail Cannabis  

The recreational cannabis industry is subject to extensive controls and regulations. Trees cannot predict the impact of the changes to the 
regulatory regime in the Province of Ontario and in other jurisdictions in Canada and the effect such regulations may have on Trees’ future 
growth, as execution of Trees’ retail cannabis strategy is contingent upon compliance with provincial and municipal regulatory requirements. 
Trees may also incur ongoing costs and obligations related to regulatory compliance. Failure to comply with regulations may result in additional 
costs for corrective measures, penalties, or in restrictions on Trees’ operations. Trees’ future growth may therefore be affected by numerous 
factors that are beyond Trees’ control and which cannot be predicted, including changes to government regulations, more vigorous 
enforcement thereof or other unanticipated events which could require extensive changes to Trees’ operations, increased compliance costs 
or may give rise to material liabilities, which could have an adverse effect on Trees’ business, financial condition, liquidity and results of 
operations.  

In addition, the provincial legislative and regulatory framework pertaining to the sale of recreational cannabis varies among provinces, creating 
additional compliance and other costs and/or limitations on Trees’ ability to participate in such markets. There is no guarantee that provincial 
legislation regulating the distribution and sale of cannabis for recreational purposes will continue to create the growth opportunities that Trees 
currently anticipates. While the impact of any new legislative framework for the regulation of the recreational cannabis market is uncertain, 
any of the foregoing could have an adverse effect on Trees’ business, financial condition, liquidity or results of operations.  

Retail Cannabis Licenses  

Trees’ ability to sell recreational cannabis products to the public in Canada is dependent on its ability to obtain the applicable license(s) pursuant 
to provincial and municipal authorities and on its ability to maintain such license(s). Similarly, Trees cannot predict the time required to secure 
all appropriate regulatory approvals and licenses for its recreational cannabis retail operations. In Ontario, the provincial government and the 
AGCO have taken steps to open the recreational cannabis market to prospective retailers, including: (i) on December 12, 2019, the Government 
of Ontario amended licensing restrictions to allow retailers to apply for a maximum of 10 recreational cannabis retail licenses between March 
2, 2020 and August 31, 2020, with that number increasing to 30 on September 1, 2020, and to 75 on September 1, 2021; (ii) in January of 2020, 
the AGCO removed the cap on the number of recreational cannabis retail licenses that would be granted in the Province of Ontario; and (iii) 
on February 16, 2021, the AGCO announced that the pace of store authorizations had increased to 30 Retail Store Authorizations (“RSAs”) per 
week. The delays in licensing caused by the former regulatory restrictions in the Province of Ontario, and the limit on the number of recreational 
cannabis retail licenses each applicant may apply for, may significantly impact Nova's business, growth plans, financial condition, liquidity and 
results of operations.  

Further, failure to: (i) obtain applicable cannabis licenses and approvals in a timely fashion; (ii) comply with the conditions and requirements 
of the applicable licenses; and (iii) maintain these licenses in good standing, could have an adverse effect on Trees’ business, financial condition, 
liquidity and results of operations.  

Cannabis Supply Risks  
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Trees currently has no, nor is it permitted to have any, supply agreements for cannabis products in Ontario. The provincial government or its 
agent, the AGCO in Ontario, is the sole distributor of recreational cannabis. Trees has the risk of only one supplier of cannabis for its retail 
locations in this province. Since October 17, 2018, the date that the retail sale of recreational cannabis flower was legalized, various retail 
participants have experienced shortages in the supply of the most sought after brands and strains of cannabis flower. On October 17, 2019, 
cannabis laws in Canada were amended to legalize the sale of edible cannabis, cannabis topicals and cannabis extracts from licensed 
recreational cannabis retail stores. Initially, the available supply of these new cannabis products had been very limited. During 2020, the supply 
of new cannabis products stabilized, as several new licensed producers were authorized by Health Canada to supply these products. As of the 
date hereof, there is a steady supply of cannabis products available to be purchased by recreational cannabis retailers, however Trees has 
found that the most desirable cannabis products are still occasionally in short supply. Trees’ inability to secure required supplies, or to do so 
on acceptable terms, could adversely affect Trees’ business, financial condition, liquidity and results of operations.  

The business of certain licensed producers who supply cannabis may be impacted by the inherent risks associated with cannabis being an 
agricultural product. Such products are subject to inherent risks including damage caused by insects, plant diseases and varying weather 
conditions that can all affect the size and quality of the harvest of crops processed and sold by such producers. As such, significant fluctuations 
in a licensed producer’s harvest may impact the Company’s ability to operate. High degrees of quality variance can also impact the ability of 
the Company to obtain and retain customers. There can be no assurance that the natural elements will not have a material adverse effect on 
the production of products by licensed producers, which may have a material adverse effect on Trees’ business, financial condition, liquidity 
and results of operations.  

Competition in the Cannabis Industry  

Trees currently operates a total of seven (7) cannabis retail locations in the Provinces of Ontario, with further cannabis retail locations under 
development, and may establish additional retail outlets in this and other jurisdictions subject to the receipt of necessary licenses and 
government approvals. Trees expects to compete with other retail license holders in Ontario and in any other jurisdiction where it believes 
there is business efficacy to operate.  It is likely that a number of other, potentially more established and experienced companies, are pursuing 
strategies to sell retail cannabis products. These companies may have a competitive advantage over Trees due to their size, cash resources, 
prior experience in retailing controlled substances or overall product knowledge, or may procure more desirable retail locations. Additionally, 
the continued existence of the black market, and its impacts on legal cannabis, is difficult to quantify.  

The number of licences, permits and authorizations that have been granted, and the number of legal retail cannabis store operators that could 
be authorized to open by applicable cannabis regulatory authorities, could lead to an oversaturation of the recreational cannabis retail market.  

Increased competition by larger and better financed competitors, the black market, and oversaturation of the legal recreational cannabis retail 
market, could adversely affect Trees’ business, financial condition, liquidity and results of operations.  

Target Market Difficult to Quantify  

Trees’ market strategy is guided by the belief that non-recreational consumers are presently underserved by the cannabis retail market in 
Canada. There can be no assurance that Trees’ estimates and forecasts it uses for planning purposes are accurate or that the non-recreational 
market size is sufficiently large for its business to grow as projected. Failure to properly quantify the size of Trees’ target market may negatively 
impact its financial results.  

Unfavourable Publicity or Consumer Perception and Limited Studies on the Effects of Cannabis  

Trees believes the retail cannabis industry will be highly dependent upon consumer perception regarding the safety and efficacy of cannabis 
products. Consumer perception of cannabis products can be significantly influenced by scientific research or findings, regulatory investigations, 
litigation, media attention and other publicity regarding the consumption of cannabis products. There can be no assurance that future scientific 
research, findings, regulatory proceedings, litigation, media attention or other research findings or publicity will be favourable to the retail 
cannabis industry, which could have an adverse effect on the demand for cannabis products. There is a risk that future research and clinical 
trials could uncover negative conclusions regarding the use of cannabis products. Any adverse discovery in the viability, safety or efficacy in 
the use of cannabis products could adversely affect Trees’ business, financial condition, liquidity and results of operations. 
 
Uncertain Cannabis Pricing  

The retail price for cannabis products varies depending on the brand, strain, potency and form of the cannabis product. The wholesale price at 
which recreational cannabis can be purchased by recreational cannabis retail stores from the respective provincial government, or its agent, is 
subject to numerous factors beyond Trees’ control, including supply. Further, the illicit market offers cannabis products at prices which are 
generally lower than the prices offered by legal recreational cannabis retail stores.  An increase in the wholesale price of cannabis products, 
could adversely affect Trees’ business, financial condition, liquidity and results of operations.  

Limited Shelf-Life Products  

The Company holds goods in inventory that have a limited shelf life. Its inventory may reach its expiration date and not be sold. Although the 
Company manages its inventory, it may be required to write-down the value of its inventory from time to time. Any such write-down of 
inventory could have a material adverse effect on the Company’s business, financial condition, liquidity and results of operations.  

Product Recalls  
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If any products sold by the Company are recalled for any reason, including but not limited to product defects such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure, the Company 
may be required to incur unexpected expenses relating to the recall and potentially any legal proceedings that may arise in connection with 
the recall. In addition, product recalls may require significant Management attention and staff utilization. There can be no assurance that any 
quality, potency or contamination problems will be detected in time to avoid unforeseen product recalls, regulatory actions or lawsuits. 
Additionally, recalls of a product may impact the reputation of that product and in turn the reputation of the Company could be damaged. A 
recall for any of the foregoing reasons could lead to a decreased demand and could have a material adverse effect on Trees’ business, financial 
condition, liquidity and results of operations. Additionally, product recalls may lead to increased scrutiny of the Company's operations by 
Health Canada or other regulatory agencies, requiring further Management attention and potential legal fees and other expenses, which may 
have a material adverse effect on Trees’ business, financial condition, liquidity and results of operations.  

Product Liability  

The Company, as a seller of products designed to be consumed by humans, faces the inherent risk of exposure to product liability claims, 
regulatory action and litigation if the products it sells are alleged to have caused loss or injury. In addition, the manufacture and sale of cannabis 
products involves the risk of injury to consumers resulting from tampering by unauthorized third parties or product contamination. Previously 
unknown adverse reactions resulting from human consumption of cannabis products alone or in combination with other medications or 
substances could occur. The Company may be subject to various product liability claims, including that the products they sell caused injury or 
illness, included inadequate instructions for use or included inadequate warnings concerning possible side effects or interactions with other 
substances.  

A product liability claim or regulatory action against the Company may result in increased costs to the Company, could adversely affect the 
Company’s reputation and could have a material adverse effect on Trees’ business, financial condition, liquidity and results of operations. 
There can be no assurance that the Company or its suppliers will be able to obtain or maintain product liability insurance on acceptable terms 
or with adequate coverage to protect against potential liabilities.  
 
Other Risks Related to Trees’ Business  

Economic Conditions  

Trees’ success depends on numerous factors affecting discretionary consumer spending, including economic conditions, disposable consumer 
income and consumer confidence. Adverse changes in these factors could reduce customer traffic or impose practical limits on pricing, either 
of which could reduce sales and other operating results, which in turn could adversely affect Trees’ business, financial condition, liquidity and 
results of operations.  

Additional Funding Requirements  

The Company’s current cash balance and future cash flow from its operations may not be sufficient to fund its ongoing activities at all times. 
From time to time, the Company may require additional financing in order to carry out its retail-focused cannabis business strategy. Failure to 
obtain such financing on a timely basis could cause the Company to forfeit its interest in certain properties, miss certain acquisition 
opportunities and reduce or terminate its operations. If the Company’s current cash balance, future cash flow from its operations, and funds 
available under the Credit Facility, is not sufficient to satisfy its capital expenditure requirements, there can be no assurance that additional 
debt or equity financing will be available to meet these requirements or be available on favorable terms.  

Capital Lending Markets  

As a result of recent economic uncertainties in the cannabis industry, the Company may have reduced access to bank debt and to equity. As 
future capital expenditures will be financed out of funds generated from operations and possible issuances of debt or equity securities, the 
Company’s ability to fund future capital expenditures is dependent on, among other factors, the overall state of lending, the continuation of 
the Credit Facility, and capital markets and investor and lender appetite for investments in the cannabis industry, generally, and the Company’s 
securities in particular.  

To the extent that external sources of capital become limited, unavailable or available only on onerous terms, the Company’s ability to invest 
and to maintain existing assets may be impaired, and its assets, liabilities, business, financial condition and results of operations may be 
materially and adversely affected as a result.  

Acquisition and Development Risks  

In the normal course, Trees evaluates and considers, and may be engaged in discussions with respect to, potential acquisition, investment and 
disposition opportunities that it believes may assist it in achieving its business and growth plans. Trees’ ability to consummate and to effectively 
integrate any future acquisitions on terms that are favourable to it may be limited by the number of attractive acquisition targets, internal 
demands on Trees’ resources and, to the extent necessary, Trees’ ability to obtain financing on satisfactory terms for larger acquisitions, if at 
all. Acquisitions may expose Trees to additional risks, including: difficulties in integrating administrative, financial reporting, operational and 
information systems and managing newly acquired operations and improving their operating efficiency; difficulties in negotiating lease renewal 
terms; difficulties in maintaining uniform standards, controls, procedures and policies through all of Trees’ stores; entry into markets or 
development of new store formats in which Trees has little or no direct prior experience; difficulties in retaining key employees of the acquired 
operations; disruptions to Trees’ ongoing business; and diversion of Management time and resources. If Trees does complete any such 
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transaction, it cannot assure Shareholders that the transaction will ultimately strengthen Trees’ financial or operating results, prospects or 
competitive position or that it will not be viewed negatively by customers, stock market analysts or investors. Any such activity may not be 
successful in generating revenue, income or other returns to Trees, and the resources committed to such activities will not be available to 
Trees for other purposes.  

Fluctuations in Sales  

The Company may rebrand retail cannabis stores in connection with acquisitions and an increased focus on developing its non-recreational 
consumer segment. One risk that Trees faces in connection with this growth strategy is a potential decline in same store sales. Factors that 
may contribute to a decline in same store sales include: (i) consumer awareness of new brand names and store locations; (ii) cannibalization 
of sales as a result of new stores in existing markets; (iii) long closure periods in connection with rebranding stores; (iv) the effectiveness of 
Trees’ marketing strategy; and (v) consumer perception of new brands and product offerings. Any decrease in same store sales could adversely 
affect the Company's business, financial condition, liquidity and results of operations.  

Trees expects that new store development will also continue to be a part of the Company's growth strategy. The development of new stores 
is subject to many of the same risks as acquisitions including but not limited to: (i) limitations on the number of attractive development 
opportunities; (ii) competition for such opportunities; and (iii) internal demands on Trees’ resources. The rate of new store developments may 
be impacted by factors outside of Trees’ control such as the availability of suitable site locations and the availability of contractors to perform 
development work. In addition, the development of new stores requires an outlay of capital, and projected profitability is based on 
Management's projections of future store performance (which may prove to be incorrect).  

Ability to Locate, Secure and Maintain Acceptable Store Sites and to Adapt to Changing Market Conditions  

The success of Trees’ retail stores is significantly influenced by location. There can be no assurance that current locations will continue to be 
attractive, or that additional locations can be located and secured, as demographic patterns change. It is possible that the current locations or 
economic conditions where Trees’ retail stores are located could decline in the future including because of the opening of stores by 
competitors, resulting in potentially reduced sales in those locations. There is also no assurance that future store locations will produce the 
same results as existing locations. To the extent that Trees enters into long-term leases for its store locations, Trees’ ability to respond in a 
timely manner to changes in the demographic or retail environment at any location may be limited.  

Key Personnel  

Trees’ success depends on the skills, experience and effort of its key employees. The loss of services of one or more of Trees’ key employees 
could significantly weaken Trees’ Management expertise and its ability to deliver its services efficiently and profitably. The success of Trees’ 
retail cannabis strategy will require hiring new staff who have cannabis knowledge and expertise. The Company expects there will continue to 
be significant competition for cannabis experts. Trees’ ability to attract, hire and retain skilled employees will be an important factor in its 
ability to establish a successful retail cannabis business.  

Labour Costs, Labour Shortages, Labour Relations and Labour Unions 

The success of Trees’ business depends on a large number of both hourly and salaried employees. Changes in the general conditions of the 
labour markets, or an increase in the minimum wage, in any of the jurisdictions in which Trees operates could affect the ability of Trees to hire 
or retain staff at current wage levels. Unionization of hourly employees may occur at any one or more of the Company’s stores which could 
adversely impact labour costs and/or risk store closures due to labour strikes resulting from failed collective bargaining efforts.  The occurrence 
of any of these events could adversely affect Trees’ business, liquidity, results of operations and financial position.  

Changes in Income Tax Legislation and Other Laws  

Income tax laws may in the future be changed or interpreted in a manner that adversely affects Trees and our shareholders (both Canadian 
and U.S. shareholders). Furthermore, tax authorities having jurisdiction over Trees or our shareholders may disagree with how the Company 
calculates its income for tax purposes or could change administrative practices to the detriment of the Company and/or the Shareholders 
(including, without limitation, the interpretation of certain cross-border tax rules).  

Leverage and Restrictive Covenants  

The degree to which Trees is leveraged could have important consequences to the holders of Common Shares, including that certain of Trees’ 
borrowings may be at variable rates of interest, which could expose Trees to the risk of increased interest rates. Trees’ ability to make scheduled 
payments of principal and interest on, or to refinance, its indebtedness depends on its future operating performance and cash flow, which are 
subject to prevailing economic conditions, prevailing interest rate levels, and financial, competitive, business and other factors, many of which 
are beyond its control. A failure to comply with the obligations in any credit or loan agreements entered into by the Company could result in 
an event of default that, if not cured or waived, could permit acceleration of the indebtedness. If any indebtedness were to be accelerated, 
there can be no assurance that Trees’ assets would be sufficient to repay that indebtedness in full.  

Cybersecurity  

Cybersecurity has become an increasingly problematic issue for public companies and cyber-attacks are increasing in sophistication, often 
focused on compromising sensitive data for inappropriate use or disrupting business operations. Such an attack could compromise Trees’ 
confidential information as well as that of its customers and third parties with whom it interacts and may result in adverse consequences, 
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including remediation costs, loss of revenue, additional regulatory scrutiny, litigation and reputational damage. As a result, Trees continually 
monitors for malicious threats and adapts accordingly in an effort to ensure it maintains high privacy and security standards. Trees leverages 
and invests in advancements in cyber defense technologies to support its business model, protect its systems and enhance the experience of 
its customers by employing industry best practices, considering where data and information is stored and considering whether and where to 
collect data and information. Particular sources and types of cybersecurity threats that the Company has historically considered and taken 
steps to mitigate against include impersonation, phishing, sensitive document exfiltration, distributed denial of service, brute force attacks and 
endpoint compromise. Trees works with a "Qualified Security Assessor" to conduct threat and risk assessments, controls and practices and 
vulnerability scans. Any successful cyber-attack against the Company could adversely affect Trees’ business, financial condition, liquidity and 
results of operations.  

Intellectual Property Rights  

Trees considers its trademarks, particularly its brand name, advertising and promotion design and artwork, to be of significant importance to 
its business and ascribes a significant value to these intangible assets. Trees will rely on trademark laws and other arrangements to protect its 
proprietary rights. There can be no assurance that the steps taken by Trees to protect its intellectual property rights will preclude competitors 
from developing confusingly similar brand names or promotional materials.  

Weather and Seasonality  

The effects of seasonality on retail cannabis sales since legalization have been difficult to measure as sales have been affected largely by: (i) 
the legalized retail cannabis industry in Canada being a relatively new and growing industry; (ii) the opening of new cannabis stores; (iii) 
occasional shortages in the supply of cannabis products; and (iv) the COVID-19 pandemic. These factors have made it difficult to accurately 
predict any seasonality in the demand of cannabis products to date; however, prolonged poor weather conditions in both the summer and 
winter months may reduce overall customer traffic in the Company's stores and consequently may have an adverse effect on Trees’ business, 
financial condition, liquidity and results of operations.  

Risks Related to the Common Shares  

Unpredictability and Volatility of Trees Share Price  

The market price of the Common Shares may be subject to wide price fluctuations and cannot be predicted. The fluctuations in the market 
price of the Common Shares may be in response to many factors, including variations in the operating results of Trees and its subsidiaries, 
divergence in financial results from analysts' expectations, changes in earnings estimates by stock market analysts, changes in the business 
prospects for Trees and its subsidiaries, general economic conditions, legislative changes and other events and factors outside of Trees’ 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 Common Shares.  

Dilution and Future Sales of Common Shares  

Trees is authorized to issue an unlimited number of common shares for consideration, and on terms and conditions as are established by Trees’ 
board of directors, without the approval of Trees’ shareholders, except as required by law or the rules of the NEO. In the normal course of 
making capital investments to maintain and expand its business operations, additional Common Shares may be issued. Additionally, from time 
to time, Trees may issue common shares from treasury in order to reduce debt and maintain a more optimal capital structure. Conversely, to 
the extent that external sources of capital, including the issuance of additional Common Shares, becomes limited or unavailable, Trees’ ability 
to make the necessary capital investments to maintain or expand its business operations will be impaired. Any further issuances of Common 
Shares will also dilute the interests of existing shareholders. Shareholders have no pre-emptive rights in connection with such future issuances.  

Active Trading Market for the Common Shares  

As of the date of this MD&A, Common Shares are experiencing an inactive trading market and the Company cannot guarantee that an active 
trading market will be acheived. If an active trading market in the Common Shares is not achieved or sustained if acheived, the trading liquidity 
of the Common Shares will be limited and the market value of the Common Shares may be reduced.  

 

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
Financial Risk Management Objectives and Policies  
The Company manages its exposure to a number of different financial risks arising from its operations as well as its use of financial instruments 
including market risk, credit risk and liquidity risk through its risk management strategy. The objective of the strategy is to support the delivery 
of the Company's financial targets while protecting its future financial security and flexibility. Financial risks are primarily managed and 
monitored through operating and financing activities. The financial risks are evaluated regularly with due consideration to changes in the key 
economic indicators and up-to-date market information.  

A summary of the Company's risk exposures as they relate to financial instruments is reflected below:  

Market Risk  
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Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes in market prices. Market 
risk comprises three types of risk: currency risk, interest rate risk and other price risk.  

1. Currency Risk: The Company does not operate outside of Canada and does not transact in foreign currency; therefore, the Company 
is not exposed to any inherent currency risk.  

2. Interest Rate Risk: Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates. Cash bears interest at market rates. The Company’s long-term liabilities with fixed rates of 
interest do not expose the Company to interest rate risk.  

3. Price Risk: Price risk is the risk of variability in fair value due to movements in equity or market prices. 
 

Liquidity Risk  
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities. The Company manages 
liquidity risk by continuously monitoring forecasts and actual cash flows and taking the necessary actions to maintain enough liquidity for 
operations and for growth objectives.  

Credit Risk  
Credit risk arises from cash and cash equivalents held with banks, trade and other receivable (excluding general sales tax (“GST”) receivable), 
and notes receivable.  Other than the amounts receivable under 101 Grid Note, the Company does not have a significant concentration of 
credit risk with any customer and its maximum risk exposure is equal to the carrying value of the financial assets. The objective of managing 
credit risk is to prevent loss on financial assets. The Company minimizes credit risk as cash and cash equivalents are held by reputable financial 
institutions. The Company is not aware of any material collection issues.  

Fair Value Measurement  
The Company classifies its financial instruments using a fair value hierarchy as a framework for disclosing fair value of financial instruments 
based on inputs used to value the Company’s investments. The hierarchy of inputs and description of inputs is described as follows:  

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.  

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (as prices) 
or indirectly (derived from prices).  

Level 3 - Inputs for assets or liabilities that are not based on observable market data. 

The level in the fair value hierarchy within which the fair value measurement is categorized in its entirety is determined on the basis of the 
lowest level input that is significant to the fair value measurement in its entirety. 

For cash, trade and other receivables, notes receivable, accounts payable and accrued liabilities, shareholder loans and long-term debt, fair 
value approximates carrying value at the fiscal year end. 

 

Internal Controls over Financial Reporting, Disclosure Controls and Procedures  
The Company’s disclosure controls and procedures are designed to provide a reasonable assurance that information required to be disclosed 
by the Company is recorded, processed, summarized and reported within the time periods specified under Canadian securities laws and include 
controls and procedures designed to ensure that information is accumulated and communicated to Management, including the Chief Executive 
Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.  

Management, including the Chief Executive Officer and Chief Financial Officer, are responsible for establishing and maintaining adequate 
internal controls over financial reporting, as such term is defined in National Instrument 52-109 – Certification of Disclosure in Issuers' Annual 
and Interim Filings. A material weakness in internal controls over financial reporting exists if the deficiency is such that there is a reasonable 
possibility that a material misstatement of the Company’s annual or interim financial statements will not be prevented or detected on a timely 
basis.  

The Chief Executive Officer and Chief Financial Officer have certified that disclosure controls and procedures and internal controls over financial 
reporting were properly designed and effective for the year ended December 31, 2021. There have been no changes in the design of the 
Company’s disclosure controls and procedures or internal control over financial reporting that occurred during the year ended December 31, 
2021 that have materially affected, or are reasonably likely to materially affect, the Company’s disclosure controls and procedures or internal 
control over financial reporting. 

 
CHANGES IN ACCOUNTING POLICIES AND CRITICAL ACCOUNTING ESTIMATES 
Refer to Note 3 of the Financial Statements for a discussion of the Company’s critical accounting estimates and judgments and assumptions, 
and critical accounting estimates.  
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The Company has adopted all of the new or amended accounting standards and interpretations issued by the IASB that are mandatory for the 
current reporting period. Any new or amended accounting standards or interpretations that are not yet mandatory have not been early 
adopted. 
 
OUTSTANDING SHARE DATA 
The Company is authorized to issue an unlimited number of Common Shares. 

The Company has the following securities issued and outstanding as at the date of this MD&A, including common shares that are issuable upon 
exercise or conversion of debentures or convertible or exercisable securities: 

Securities Securities / Number 
Outstanding 

Common Shares 102,307,161 

Broker Warrants(1) 1,116,794 

Options(2) 211,013 

Performance Share Units(3) 258,031 

Miraculo Purchase Warrants(4) 6,819,922 

Total (Fully diluted) 110,712,921 
  

Notes 
1) Prior to the completion of the OCH Amalgamation, on February 16, 2021, the Company issued 1,105,128 Broker Warrants to certain brokers as partial 

compensation for their engagement in the completion of the February 2021 Offering. The Broker Warrants are exercisable at a price of $0.30 per 
share until February 16, 2024.  In conjunction with the Subscription Receipts Financing, the Company issued 11,666 Broker Warrants with a strike 
price of $0.3 per share until December 22, 2023. 

2) On August 1, 2020, the Company granted 211,013 Options to landlords and referring agents, acting in their capacity as contractors, in connection 
with securing retail lease locations. The Options vested upon the completion of the 406 Amalgamation and, if unexercised, expire on August 1, 2030.   

3) In connection with the closing of the OCH Amalgamation, the Company issued 473,057 PSUs to Mr. Conquergood (CEO) and 387,045 PSUs to Mr. 
Holmgren (CFO) to purchase 473,057 and 387,045 Common Shares, respectively, at an exercise price of $nil upon achievement of certain milestones. 
On December 22, 2021, in connection with the 406 Amalgamation, 286,700 PSUs became vested and were exercised.  On the resignation of Mr. 
Conquergood on February 7, 2022, the remaining PSUs held by Mr. Conquergood were cancelled. 

4) On March 15, 2022, Trees completed the Acquisition of Miraculo (as defined below) with the issuance of 13,639,917 Common Shares and  6,819,922 
warrants to purchase Common Shares exercisable at a price of $0.11 per share until December 31, 2024.  Refer to “Subsequent Events – Acquisition 
of Miraculo”  for additional information. 

 
SUBSEQUENT EVENTS 
 
Subsequent to December 31, 2021, the Company announced material changes and entered into material transactions as follows: 
Trees commences trading on the NEO Exchange 

On January 11, 2022, the Common Shares commenced trading on the NEO under the symbol “TREE”. 

Changes to executive management and board of directors 

i. On February 7, 2022, the Company announced the resignation of Jon Conquergood (President and CEO, Director) from his role as 
executive and director of the Company.  In addition, the Company announced the promotion of Jeff Holmgren (Vice President and 
CFO), to the role of President and CFO.   

ii. On March 15, 2022, on closing of the Miraculo Amalgamation (see below ‘Acquisition of Miraculo’), Michael Klein, former Chief 
Executive Officer of Miraculo, was appointed as Chief Executive Officer of the Company.  In addition, both Mr. Klein and G. Scott 
Paterson have been appointed to the board of directors of the Company. 

iii. On March 18, 2022, the Company appointed Lisa Dea to the board of directors. 

Acquisition of Miraculo 

On March 15, 2022, the Company completed the acquisition of Miraculo Inc. (“Miraculo”) pursuant to the terms of an amalgamation agreement 
dated February 7, 2022 (the “Amalgamation Agreement”) whereby Miraculo amalgamated with 1000101203 Ontario Inc., a wholly-owned 
subsidiary of the Company (“Trees Subco”), to form an amalgamated entity (“Amalco”) in order to carry out a three-cornered amalgamation 
(the “Amalgamation”) whereby Trees acquired all of the issued and outstanding shares of Miraculo (“Miraculo Shares”).  Pursuant to the terms 
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of the Amalgamation Agreement, each common share in the capital of Trees Subco was exchanged for one common share in the capital of 
Amalco. The Miraculo Shares held by the shareholders of Miraculo were exchanged on a pro rata basis for an aggregate of 13,639,917 common 
Common Shares and an aggregate of 6,819,922 warrants to purchase Common Shares exercisable at a price of $0.11 per share until December 
31, 2024. 

Miraculo is a private Canadian integrated media, technology and consumer product company that addresses the needs of underserved 
audiences in the medical cannabis and CBD market. The company has launched several verticals including ‘cannabisMD.com’ a consumer-
education platform designed to help guide consumers on their exploration of the benefits of medical cannabis and CBD, and ‘askCMD.com’, a 
proprietary recommendation engine that guides consumers to those CBD products that best fit their needs. 
 
Amendments to the 101 Purchase Agreement 

On March 24, 2022 the Company and 101 agreed to separate the terms of the 101 Purchase Agreement into two components – a share 
purchase component (the “Trees IP Purchase”), which is governed by the terms of a share purchase agreement dated March 24, 2022 among 
the Company, 101 and 11391461 Canada Ltd. (“TreesAcquireCo”) (the “Trees IP SPA”), and an asset purchase component (the “Retail Store 
Purchase”) which is governed by the terms of an amended and restated asset purchase agreement entered into immediately following the 
closing of the Trees IP Purchase  (the “Retail Store APA”).   Pursuant to the Trees IP SPA, on March 24, 2022, the Company acquired all of the 
issued and outstanding securities of TreesAcquireCo, a company holding the “Trees” registered trademarks, including logos (the “Trees IP”) in 
exchange for 5,933,333 Common Shares.  On closing of the Trees IP Purchase, 101 and TreesAcquireCo entered into a new licensing agreement 
pursuant to which TreesAcquireCo has agreed to license, until the closing of the Retail Store Purchase, the Trees IP to 101 in exchange for an 
accruing royalty earned on gross retail sales from all of the operating retail cannabis stores subject to the Retail Store APA.  In addition, the 
101 Note was amended on the 101 SPA Closing Date to encompass all indebtedness owing by 101 to Trees, to add additional covenants, 
guarantees and default provisions and to provide that the amended 101 Note was no longer forgivable (the “Amended 101 Note”).   

The Retail Store APA contemplates that the retail cannabis stores will be conveyed to TreesAcquireCo upon the satisfaction of all conditions 
precedent, including receipt of LCRB licensing approval. The purchase price paid for the assets will be equal to the amount outstanding under 
the Amended 101 Note on the date of closing, and will be satisfied by the issuance by TreesAcquireCo of a note in favour of 101.  

Camp Cannabis Acquisition 

On March 28, 2022, OCH entered into an agreement to purchase all of the issued and outstanding shares of Barnard Cann Ltd. (o/a “Camp 
Cannabis”) (“Camp”) from the shareholders of Camp (the “Transaction”) pursuant to the terms of a share purchase agreement (the “SPA”) 
among the shareholders of Camp (the “Vendors”) and OCH. Camp owns and operates licenced retail cannabis businesses at three Ontario 
locations in Burlington, Milton and Kanata, with a fourth location in Gloucester expected to open soon. 
 
The purchase price is approximately $780,000 (the “Purchase Price”), of which approximately $707,000 is to be satisfied on the closing date 
by the issuance of a demand note (the “Demand Note”) in favour of a representative of the Vendors (the “Vendor Representative”).  
 
Immediately following the closing of the Transaction, the Vendor Representative shall demand payment on the Demand Note and direct 
OCH to pay such amount over to Trees, and cause Trees to: 
 

• Issue to the Vendors in accordance with their proportionate interests, an aggregate of up to 2,380,000 common shares in the 
capital of Trees (“Consideration Shares”), of which 75% of such Consideration Shares shall be subject to an escrow agreement 
pursuant to which 1/3 of such shares will be released on the six month anniversary of the closing date and the remaining 2/3 
released on the twelve month anniversary of the closing date; and 
 

• Issue to the Vendor Representative an unsecured convertible debenture in the amount of $350,000 payable to the Vendors 
in accordance with their proportionate interests (the “Convertible Debenture”), which Convertible Debenture shall bear 
interest at 7.5% compounding annually, payable monthly in cash, shall mature on the second anniversary of the closing date, 
and which shall allow for the principal owing thereunder to be convertible into common shares in the capital of Trees 
(“Debenture Shares”) at the option of the Vendor Representative, no sooner than the first anniversary of the closing date, at 
a conversion price being the greater of (X) $0.15, and (Y) the closing price of Trees’ common shares at the close of trading on 
the date prior to the conversion date, less a 10% discount. 

 
Completion of the proposed Transaction is subject to the satisfaction of certain conditions precedent, including, but not limited to, receipt 
of all necessary regulatory approvals, including approval of the Alcohol and Gaming Commission of Ontario and the NEO Exchange Inc. 

 
FORWARD LOOKING INFORMATION 

This MD&A contains forward-looking statements or information (collectively "forward-looking statements") within the meaning of the "safe 
harbour" provisions of applicable securities legislation. All statements and information, other than statements of historical fact contained in 
this MD&A, are forward-looking statements. In particular, this MD&A contains forward-looking statements, with respect to, without limitation, 
our future financial position, capital and liquidity, business strategy, proposed acquisitions and dispositions, the execution and impact of the 
Company’s growth-orientated business strategy, results of operations and financial condition, retail cannabis strategies, budgets, government 
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regulation and laws, projected costs, plans and objectives of or involving Trees, including store openings and closings and the conversion of 
acquired stores to the ‘Trees Cannabis’ banner; Trees’ ability to successfully compete with other cannabis retail competitors; consumer demand 
for cannabis, consumer preferences and trends in consumption; and Trees’ non-recreation consumer segment strategy. Shareholders and 
prospective investors can identify many of these statements by looking for words such as "believes", "expects", "will", "intends", "projects", 
"anticipates", "estimates", "continues" or similar words and the negative thereof.  

Forward-looking statements reflect the Company’s current plans, intentions and expectations, which are based on Management’s perception 
of historical trends, current conditions and expected future developments, as well as other factors it believes are appropriate in the 
circumstances. The Company’s expectation of operating and financial performance in 2022 and beyond is based on certain assumptions, 
including assumptions about the COVID-19 pandemic. The Company’s plans, intentions and expectations are inherently subject to significant 
business, economic, competitive, and other uncertainties and contingencies regarding future events and as such, are subject to change. There 
is no assurance that the plans, intentions, or expectations upon which these forward-looking statements are based will occur. Forward-looking 
statements are subject to risks, uncertainties and assumptions, including, but not limited to, those discussed elsewhere in this MD&A. Although 
Management believes that the expectations represented in such forward-looking statements are reasonable, there can be no assurance that 
such expectations will prove to be correct, especially given the unprecedented uncertainty of the full extent and impact of the COVID-19 
pandemic, and such forward-looking statements included in this MD&A should not be unduly relied upon.  

Some of the factors that could affect future results and could cause results to differ materially from those expressed in the forward-looking 
statements contained herein include, but are not limited to: the duration and severity of the COVID-19 pandemic on the business, operations 
and financial condition of the Company; risks relating to government regulation and changes thereto (whether by court decisions, citizen 
referenda or otherwise); competition; the state of the economy including general economic conditions in Canada (including Ontario); the 
unpredictability and volatility of the price of the Common Shares; restrictions on potential growth; availability of sufficient financial resources 
to fund the Company's capital expenditures; changes in commodity tax rates and government mark-ups; risks relating to future acquisitions 
and development of new stores; the ability of Management to execute its business strategy; Trees’ ability to locate and secure acceptable store 
sites and to adapt to changing market conditions; poor weather conditions; dependence on key personnel; labour costs, shortages and labour 
relations including Trees’ ability to hire and retain staff at current wage levels and the risk of possible future unionization; supply interruption 
or delays; dependence on suppliers; limited operating history of the cannabis business, further regulatory risks from the provinces in the 
cannabis business, supply risk in the cannabis business, risk of infringement of intellectual property rights, reliance on information and control 
systems; income tax changes; leverage and restrictive covenants in agreements relating to current and future indebtedness of Trees; credit 
risks arising from operations; dilution and future sales of Common Shares; and the potential lack of an active trading market for the Common 
Shares. The information contained in this MD&A, including the information set forth under the heading "Risk Factors", and as disclosed in other 
filings made by the Company with Canadian securities regulatory authorities and available on SEDAR at www.sedar.com, identifies additional 
factors that could affect the operating results and performance of Trees. Readers are cautioned that this list of risk factors should not be 
construed as exhaustive.  

The forward-looking statements contained herein are expressly qualified in their entirety by this cautionary statement. The forward-looking 
statements included in this MD&A are made as of the date of this MD&A and Trees assumes no obligation to update or revise them to reflect 
new events or circumstances except as expressly required by applicable securities legislation. 

ADDITIONAL INFORMATION 

Additional information relating to the Company is contained in the Circular which may be viewed under the SEDAR profile of the Company at 
www.sedar.com. 

http://www.sedar.com/

