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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Ventura Cannabis & Wellness Corporation
Opinion
We have audited the consolidated financial statements of Ventura Cannabis & Wellness Corporation and its subsidiaries, which comprise
the consolidated statement of financial position as at February 28, 2019, and the consolidated statement of loss and comprehensive loss,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant accounting policies and other explanatory information.
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial
position of Ventura Cannabis & Wellness Corporation as at February 28, 2019, and its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of Ventura Cannabis & Wellness Corporation in accordance with the ethical requirements that are relevant to our audit of the
consolidated financial statements, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 2 in the consolidated financial statements, which indicates that Ventura Cannabis & Wellness Corporation
incurred a net loss during the year ended February 28, 2019 and, as of that date, had a significant accumulated deficit. As stated in Note
2, these events or conditions, along with other matters as set forth in Note 2, indicate that a material uncertainty exists that may cast
significant doubt on Ventura Cannabis & Wellness Corporation’s ability to continue as a going concern. Our opinion is not modified in
respect of this matter.
Other Matter
The consolidated financial statements of Ventura Cannabis & Wellness Corporation for the year ended February 28, 2018 were audited
by other auditors who expressed an unmodified opinion on those statements on April 30, 2019.
Other Information
Management is responsible for the other information. The other information comprises Management’s Discussion and Analysis.
Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.
In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. We obtained Management’s Discussion and Analysis prior to the date of this
auditor’s report. If, based on the work we have performed on this other information, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with IFRSs,
and for such internal control as management determines is necessary to enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the ability of Ventura Cannabis & Wellness
Corporation to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing Ventura Cannabis & Wellness Corporation’s financial reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards will
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always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
•
Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
•
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropri ate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Ventura Cannabis & Wellness Corporation’s
internal control.
•
Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures
made by management.
•
Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause Ventura Cannabis & Wellness Corporation to cease to continue as a going concern.
•
Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.
•
Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within Ventura
Cannabis & Wellness Corporation to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the audit. We remain solely responsible for our audit opinion.
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
The engagement partner on the audit resulting in this independent auditor’s report is Kory Robert Kolterman.

Fruci & Associates II, PLLC
Licensed Public Accountants
Spokane, Washington
June 27, 2019
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Ventura Cannabis & Wellness Corp.
Consolidated statements of financial position
As of February 28, 2019, and February 28, 2018
(CAD $000s)

February 28, 2019

February 28, 2018

$5,036
7,038
1,133
222
$13,430

$5,612
7,500
1,028
1,771
$15,912

$6,847
411
228
$7,486
$20,916

$7,648
903
321
$8,872
$24,783

ASSETS
Current
Cash and restricted cash (note 4)
Accounts receivable, net (note 5)
Prepaid expenses
Other current assets
Total current assets
Long-term
Property, plant and equipment (note 6)
Prepaid Finance Fee (note 17)
Deposits and other assets
Intangible assets, net (note 8)
Total long-term assets
TOTAL ASSETS
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities
Current portion of finance leases (note 9)
Total current liabilities
Long-term liabilities
Long-term portion of finance leases (note 9)
Total long-term liabilities
TOTAL LIABILITIES

$7,557
$28
$7,584

$9,738
114
$9,852

$3,974
$3,974
$11,558

$3,894
$3,894
$13,746

SHAREHOLDERS' EQUITY
Share capital (note 10)
Shares to be issued (note 17)
Contributed surplus (note 11)
Accumulated other comprehensive gain
Accumulated deficit
TOTAL SHAREHOLDERS EQUITY
TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY

$43,936
$0
$3,879
2,721
(41,178)
$9,358
$20,916

$40,724
$2,340
2,874
2,387
(37,288)
$11,037
$24,783

Going concern (note 2)
Commitments (note 17)
Contingencies (note 7)
Subsequent events (note 19)

Approved on behalf of the Board

Chris Heath
Director [signed]

Nitin Kaushal
Director [signed]

The accompanying notes are an integral part of these consolidated financial statements
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Ventura Cannabis & Wellness Corp.
Consolidated statements of loss and comprehensive loss
For the years ended February 28, 2019 and February 28, 2018
(CAD $000s)

Twelve months ended
February 28, 2019
$32,338
25,688
6,650

Twelve months ended
February 28, 2018
$31,201
23,588
7,613

Expenses
Facilities (note 12)
Sales and marketing (note 12)
Bad debt expense (note 5)
New facility start-up costs and nonrecurring cost
General and administrative (note 12)
Billing and other outside services (note 12)
Depreciation and amortization (note 6)
Stock based compensation (note 11)
Realized foreign exchange loss
Interest expense
Goodwill and itangible assets impairment (note 8)
Net loss before income taxes
Deferred tax recovery (note 12)
Net loss

$666
8
322
7
2,937
3,136
740
1,877
847
(3,891)
(3,891)

$1,298
767
2,101
207
3,253
3,357
730
(1,597)
680
(3,183)
(3,183)

Other comprehensive (loss) income
Amounts that may be reclassified subsequently to profit or loss:
Cumulative translation adjustment
Comprehensive (loss) income

334
(3,557)

(329)
(3,512)

(0.11)

(0.10)

Revenues
Cost of services (note 12)
Gross Profit

Basic and diluted loss per share (note 18)

Number of shares as at March 1, 2019 (Note 18)
Basic and diluted

34,859,076

The accompanying notes are an integral part of these consolidated financial statements
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31,691,721

Ventura Cannabis & Wellness Corp.
Consolidated statements of changes in equity
For the year ended February 28, 2019 and February 28, 2018
(CAD $000s)

The accompanying notes are an integral part of these consolidated financial statements
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Ventura Cannabis & Wellness Corp.
Consolidated statements of cash flow
For the years ended February 28, 2019 and February 28, 2018
(CAD $000s)

The accompanying notes are an integral part of these consolidated financial statements
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Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
For the years ended February 28, 2019 and February 28, 2018
1.

Incorporation and operations
Ventura Cannabis & Wellness Corp. (the “Company” or “VCAN”) was incorporated under the Business Corporations Act (British
Columbia) (“BCBCA”) on June 7, 2013. On February 11, 2015 as a result of the Amalgamation transaction, VCAN obtained the listing
status of Valiant Minerals Ltd. (“Valiant”), on the NEX trading board of the TSX Venture Exchange (the “Exchange”). VCAN trades under
the trading symbol “VCAN” on the CSE.
VCAN is a vertically integrated, California-based cannabis product company. The Company is currently building out its distribution
channel through acquiring cannabis dispensaries to ensure its products get premium shelf space. The Company plans to target four
significant segments in the U.S. cannabis and CBD market with products suited to their needs: senior citizens, upwardly mobile middleaged female professionals, upwardly mobile middle-aged male professionals and individuals suffering from addiction. These segments
desire discrete and well-designed products as well as accurate dosing. The Company officially launched into the cannabis industry after
a shareholder vote in April 2019, overwhelmingly approving the change in business from addiction treatment to cannabis. The
Company’s headquarters and registered address is 800 W. 6th St. Suite 1415, Los Angeles, CA 90017.
On March 1, 2019, the Company effected a 7.34:1 reverse share split on its common shares. Unless otherwise noted, impacted amounts
and share information included in the consolidated financial statements and notes thereto have been retroactively adjusted for the
reverse share split as if such share split occurred on the first day of the first period presented. Certain amounts in the consolidated
financial statements and notes thereto may be different than previously reported due to rounding of fractional shares as a result of the
reverse share split.

2.

Basis of presentation
Statement of compliance
The Company’s consolidated financial statements have been prepared in accordance with the International Finance Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations of the IFRS Interpretations Committee
(“IFRIC”), effective for the Company’s reporting for the year ended February 28, 2019. The accounting policies are consistent with those
of the previous financial year, except for the adoption of IFRS 15 – Revenue from Contracts with Customers and IFRS 9 - Financial
Instruments. These consolidated financial statements have been approved and authorized for issue by the Board of Directors on June
28, 2019.
Basis of presentation and measurement
The consolidated financial statements are prepared on a going concern basis and have been presented in Canadian dollars (or “CAD” in
thousands), except for share and per share information. These consolidated financial statements have been prepared under the
historical cost convention, except for the measurement of certain financial instruments at fair value as required by IFRS. The financial
statements have also been prepared on an accrual basis except for cash flows.
Going concern
These consolidated financial statements have been prepared on a going concern basis. The application of the going concern basis of
presentation assumes that the Company will continue in operation for the foreseeable future and can realize its assets and discharge its
liabilities and commitments in the normal course of operation. During 2019, the Company incurred a loss of $3,891 (2018 - $3,183) and
has an accumulated deficit of $41,178 (2018 - $37,288) as at February 28, 2019. In assessing whether the going concern assumption is
appropriate, management takes into account all available information about the future, which is at least, but not limited to, twelve
months from the end of the reporting period. This assessment is based upon planned actions that may or may not occur for a number
of reasons including the Company’s own resources and external market conditions. These matters represent material uncertainties that
cast significant doubt about the ability of the Company to continue as a going concern. These consolidated financial statements do not
include any adjustments to the amounts and classifications of assets and liabilities that might be necessary should the Company be
unable to continue as a going concern. Management of the Company plans to fund its future operations and settle its debt by obtaining
additional financing through loans and share issuance.
Basis of consolidation
The Company consolidates all subsidiaries. As such, assets, liabilities, revenues and expenses of all subsidiaries have been consolidated.
All inter-company transactions and balances with subsidiaries have been eliminated. The functional currency for Ventura Cannabis &
Wellness Corp. is Canadian dollars.
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Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
2.

For the years ended February 28, 2019 and February 28, 2018
Basis of presentation (cont’d)
Subsidiaries
Subsidiaries consist of entities over which the Company is exposed to, or has rights to, variable returns as well as the ability to affect
those returns through the power to direct the relevant activities of the entity. Subsidiaries are fully consolidated from the date control is
transferred to the Company and are de-consolidated from the date control ceases. The financial statements include all the assets,
liabilities, revenues, expenses and cash flows of the Company and its subsidiaries after eliminating inter-entity balances and transactions.
The consolidated entity includes the following wholly-owned subsidiaries:

As of February 28, 2019, and February 28, 2018, and for all the periods then ended, all of the Company’s estimated revenues were
determined to have been earned and all of the Company’s non-current assets were located in the United States.
Reporting currency
All values are in Canadian dollars ($) in thousands, unless specifically indicated otherwise. United States dollars are indicated as US$.
3.

Accounting standards issued but not yet effective
The IASB has issued several new standards and amendments that will be effective on various dates. The listing below is of standards,
interpretation and amendments issued which the Company reasonably expects to be applicable at a future date. The Company intended
to adopt those standards when they become effective. The impact on the Company is currently being assessed.

IFRS 10 – Consolidated Financial Statements (“IFRS 10”) and IAS 28 – Investments in Associates and Joint Ventures (“IAS 28”) were
amended in September 2014 to address a conflict between the requirements of IAS 28 and IFRS 10 and clarify that in a transaction
involving an associate or joint venture, the extent of gain or loss recognition depends on whether the assets sold or contributed constitute
a business. The effective date of these amendments is yet to be determined; however early adoption is permitted. The Company has yet
to fully assess the impact of the new standard on its results of operations, financial position and disclosures.
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Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
3.

For the years ended February 28, 2019 and February 28, 2018
Accounting standards issued but not yet effective (cont’d)
IFRS 16 – Leases (“IFRS 16”) was issued in January 2016 and replaces IAS 17 – Leases as well as some lease related interpretations. With
certain exceptions for leases under twelve months in length or for assets of low value, IFRS 16 states that upon lease commencement a
lessee recognizes a right-of-use asset and a lease liability. The right-of-use asset is initially measured at the amount of the liability plus any
initial direct costs. After lease commencement, the lessee shall measure the right-of-use asset at cost less accumulated depreciation and
accumulated impairment. A lessee shall either apply IFRS 16 with full retrospective effect or alternatively not restate comparative
information but recognize the cumulative effect of initially applying IFRS 16 as an adjustment to opening equity at the date of initial
application. IFRS 16 requires that lessors classify each lease as an operating lease or a finance lease. A lease is classified as a finance lease
if it transfers substantially all the risks and rewards incidental to ownership of an underlying asset. Otherwise it is an operating lease. IFRS
16 is effective for annual periods beginning on or after January 1, 2019. Earlier adoption is permitted if IFRS 15 has also been applied. The
Company has yet to fully assess the impact of the new standard on its results of operations, financial position and disclosures.
IFRIC 23 – Uncertainty Over Income Tax Treatments (“IFRIC 23”) was issued in June 2017 and clarifies the accounting for uncertainties in
income taxes. The interpretation committee concluded that an entity shall consider whether it is probable that a taxation authority will
accept an uncertain tax treatment. If an entity concludes it is probable that the taxation authority will accept an uncertain tax treatment,
then the entity shall determine taxable profit (tax loss), tax bases, unused tax losses and credits or tax rates consistently with the tax
treatment used or planned to be used in its income tax filings. If an entity concludes it is not probable that the taxation authority will
accept an uncertain tax treatment, the entity shall reflect the effect of uncertainty in determining the related taxable profit (tax loss), tax
bases, unused tax losses and credits or tax rates. IFRIC 23 is effective for annual periods beginning on or after January 1, 2019. Earlier
adoption is permitted. The Company has yet to fully assess the impact of the new standard on its results of operations, financial position
and disclosures.
Accounting changes
During the year ended February 28, 2019, the Company adopted a number of new IFRS standards, interpretations, amendments and
improvements of existing standards. These included IFRS 9 and IFRS 15, the impact on the Company’s financial statements are disclosed
later.

4.

Summary of significant accounting policies
The consolidated financial statements include the following significant accounting policies:
Standards Adopted during the year
IFRS 2 – Share-based Payment (“IFRS 2”) was amended by the IASB in June 2016 to clarify the accounting for cash-settled share-based
payment transactions that include a performance condition, the classification of share-based payment transactions with net settlement
features and the accounting for modifications of share-based payment transactions from cash-settled to equity-settled. The
amendments are effective for annual periods beginning on or after January 1, 2018. The Company concluded that there is no impact of
the new standard on its results of operations, financial position and disclosures.
IFRIC 22 – Foreign Currency Transactions and Advance Consideration (“IFRIC 22”) was issued in December 2016 and addresses foreign
currency transactions or parts of transactions where there is consideration that is denominated in a foreign currency; a prepaid asset or
deferred income liability is recognized in respect of that consideration, in advance of the recognition of the related asset, expense or income;
and the prepaid asset or deferred income liability is non-monetary. The interpretation committee concluded that the date of the
transaction, for purposes of determining the exchange rate, is the date of initial recognition of the non-monetary prepaid asset or deferred
income liability. IFRIC 22 is effective for annual periods beginning on or after January 1, 2018. The Company has concluded that there is
no impact of the new standard on its results of operations, financial position and disclosures.
IFRS 15 – Revenue from contracts with customers
In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers (“IFRS 15”), which replaces IAS 11 – Construction
Contracts, IAS 18 – Revenue, and International Financial Reporting Interpretations Committee 13 – Customer Loyalty Programmes (“IFRIC
13”), as well as various other interpretations regarding revenue. IFRS 15 outlines a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customers. IFRS 15 also contains enhanced disclosure requirements. The Company
adopted IFRS 15 as at March 1, 2018 and elected to use modified retrospective approach without restatement of prior period results
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Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
For the years ended February 28, 2019 and February 28, 2018
dddd
4. Summary of significant accounting policies (cont’d)

Accordingly, the information presented for 2017 has not been restated. It remains as previously reported under IAS 18, IAS 11 and
related interpretations.
The Company has initially adopted IFRS 15 Revenue from Contracts with Customers from March 1, 2018. The effect of initially applying
these standards is mainly on the presentation of Revenue net off discounts and rejections.
Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer. The Company adopted IFRS 15 on the required effective date using the modified retrospective
method. In preparing to adopt IFRS 15, the Company considered the following:
For contracts with customers in which the provision of service is generally expected to be the only performance obligation, adoption of IFRS
15 did not have any significant impact on the Company’s revenue and profit or loss. The Company’s revenue recognition will occur at a
rateably manner over the term of the services.
Under IFRS 15, earned consideration that is conditional is recognised as un-invoiced receivable asset rather than invoiced receivable,
however, there was no impact on adoption of IFRS 15 on the Company’s balance sheet at March 1, 2018.
Some contracts with customers provide prompt payment discounts, trade discounts, or rejections. Under IFRS 15 the Company is required
to record revenue net of prompt payment discounts, trade discounts, or rejections.
The Company has elected to make use of the following practical expedients:
•
the Company did not disclose information about remaining performance obligations that have original expected durations of one
year or less.
•
For contracts that were modified before the beginning of the earliest period presented, the Company did not retrospectively
restate the contract for those contract modifications.
The impact of adoption IFRS 15 is tabulated as follows:
As at March 1, 2018

Carrying amount
under IAS 18

Trade receivables - Gross
Provision for doubtful debts
Trade receivables – Net

Provision for
discount and rejection

7,821,000
(782,000)
7,038,000

Carrying amount
under IFRS 15
(782,000)
(782,000)

7,038,000
7,038,000

Revenue (policy after March 1, 2018) under IFRS 15
Revenue is recognized upon transfer of control of goods or services to customers at an amount that reflects the consideration the
Company expects to entitle in exchange for the goods or services.
The Company’s revenues primarily consisted of service charges related to providing addiction treatment and related services to clients
in both inpatient and outpatient settings. Most of the Company’s revenues are reimbursable by commercial payors, at out-of-network
rates, with the remaining revenues payable directly by the Company’s clients. The Company billed commercial payors, once insurance
have been verified and services have been performed, based on usual and customary rates for each service. These billed rates were
discounted to expected reimbursement rates (or net realizable value) as determined by management after taking into account the
historical collections received from the commercial payors services to arrive at the revenues that are recognized. The Company does not
recognize revenues for scholarships provided.
Included in revenue is an amount of $4,536 reflecting the adjustment on account of reduced discount/denials/ rejections from insurance
Company which resulted in the actual revenue collection being higher than the estimated amount. This was reflected as an adjustment to
the revenue for the year ended February 28, 2019. The reduction in discount/denials /rejections by 2% percent of gross billings was
considered while estimating the revenue for this ended February 28, 2019.
The performance obligation is defined in each authorization for each patient which is an oral or written agreement. The performance
obligation may also be defined in an in-network contract with an insurance payor. As the insurance company is required to provide
treatment, they benefit from the service. We consider the performance obligations satisfied weekly, at which time the transaction price is
set in the invoices to the insurance company.

11

Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
4.

For the years ended February 28, 2019 and February 28, 2018
Summary of significant accounting policies (cont’d)
Cash and Restricted Cash
Cash comprises cash on-hand and demand deposits that are readily convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value. In the consolidated statements of financial position, the Company included $0 of cash held in a
trust account as at February 28, 2018 (2018 -$594).
Income taxes
The Company and its subsidiaries are generally taxable under the statutes of their country of incorporation. Current income tax assets
and liabilities for the current and prior period are measured at the amount expected to be recovered from or paid to the taxation
authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted at the reporting
date in the countries where the Company operates and generates taxable income. Current income tax relating to items recognized
directly in equity is recognized in equity and not in the statement of loss and comprehensive loss. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions where appropriate. The Company follows the liability method of accounting for deferred taxes. Under this method,
income tax liabilities and assets are recognized for the estimated tax consequences attributable to the temporary differences between
the carrying value of the assets and liabilities on the consolidated financial statements and their respective tax bases.
Deferred tax liabilities are recognized for all taxable temporary differences, except where the deferred tax liability arises from the initial
recognition of goodwill or of an asset or liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss or in respect of taxable temporary differences associated with investments
in subsidiaries, where the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.
Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax credits and unused tax losses,
to the extent that it is probable that taxable profit will be available against which the deductible temporary differences and the carry
forward of unused tax credits and unused tax losses can be utilized.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets
are reassessed at each reporting date and are recognized to the extent that it has become probable that future taxable profits will allow
the deferred tax asset to be recovered. Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized, or the liability is settled, based on tax rates and tax laws that have been enacted or substantively enacted
at the reporting date.
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to offset current income tax assets against
current income tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.
Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate recognition at that date, would be
recognized subsequently if information about facts and circumstances changed. The adjustment would either be treated as a reduction
to goodwill if it occurred during the measurement period or in the statement of loss and comprehensive income, when it occurs
subsequent to the measurement period.
Property, plant and equipment
Property, plant and equipment is stated at cost less accumulated depreciation and accumulated impairment losses. Major renewals and
improvements are charged to the property accounts, while maintenance and repairs, which do not extend the useful life of the respective
assets, are expensed as incurred. All assets having limited useful lives are depreciated from the date of acquisition using the straight-line
method over their estimated useful lives.
The methods of depreciation and useful life applicable for each class of asset are as follows:
Category
Method
Furniture and fixtures
Straight-line
Computer hardware
Straight-line
Vehicles
Straight-line
Leasehold improvements
Straight-line
Buildings

Straight-line

12

Useful Life
3-7 years
3 years
5 years
Term of lease or estimated useful
life if shorter
27-28
ears

Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
For the years ended February 28, 2019 and February 28, 2018
4.

Summary of significant accounting policies (cont’d)
Land owned by the Company is not depreciated.
Useful lives, components, the depreciation method and residual amounts are reviewed annually. Such a review takes into consideration
the nature of the assets and the intended evolution of the technology. Gains or losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognized in net loss.
Intangible assets
The Company has recorded various intangible assets consisting primarily of non-compete agreements, customer relationships and
software. Non-compete agreements are the value associated with the non-compete agreements entered into by the sellers of acquired
companies. Customer relationships are the value given in the purchase price allocation to the long-term associations with referral sources
such as doctors, medical centers, etc. Finite life intangible assets are amortized on a straight-line basis over the estimated useful lives
of the related assets as follows:

Category
Customer relationships
Non-compete agreements
Software

Useful Life
5 years
5 years
3 years

At the end of each reporting period, the Company assesses whether there has been any indication that an asset may be impaired. If an
impairment indicator exists, the asset’s recoverable amount is determined and compared to the carrying amount of the asset. If the
recoverable amount is lower, any difference between the carrying amount and the recoverable amount is written off to the consolidated
statements of loss as an impairment charge.
Goodwill
Goodwill represents the difference between the purchase price for acquisitions and the fair value of identifiable tangible and intangible
assets acquired. All of the Company’s goodwill arose as a result of the acquisitions of Harmony Hollywood, LLC and Accredited Rehab and
Treatment Services, LLC on June 29, 2015 (note 7). The goodwill arose as a result of synergies expected to benefit all of the Company,
including the addition of key management personnel and merging of all operations. As a result, the lowest level cash generating unit
(“CGU”) at which goodwill is monitored for internal management purposes is at the total Company level.
Goodwill for the CGU is tested for impairment annually or more frequently when there is an indication that the goodwill may be impaired.
The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted. If the recoverable amount
is less than its carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill and then to the other
assets on a pro-rata basis based on the carrying amount of each asset. Any impairment loss for goodwill is recognized directly in profit or
loss (Note 7). An impairment loss recognized for goodwill is not reversed in subsequent periods.
Acquisition accounting
The Company accounts for business acquisitions where control is acquired as business combinations under IFRS 3, Business
Combinations, which requires the allocation of the purchase price to the various tangible and intangible assets and liabilities of the
acquired business at their respective fair values with excess recorded as goodwill. The Company uses all available information to
determine the fair values of the various tangible and intangible assets and liabilities acquired.
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Summary of significant accounting policies (cont’d)
Stock based compensation and warrants
The Company measures share based payments to employees and contractors by reference to the fair value of the equity instruments at
the date on which they are granted or committed. The fair value of shares is based on recent transactions with arm’s length parties. The
Company uses the Black-Scholes option pricing model to determine the fair value of options and warrants. The inputs into the BlackScholes model, including the expected life of the instrument, expected volatility, risk-free interest rate, dividend yield and expected
forfeiture rate are determined by reference to the underlying terms of the instrument, the Company’s experience with similar
instruments and observable market data. The assumptions used for estimating fair value of share-based payments, options and warrants
are disclosed in Note 11. The value of options is expensed on a graded basis over the vesting or service period for each tranche. Warrants
are issued in connection with common stock issuances and accordingly the fair value of warrants is netted off against the proceeds from
the issuance and recorded as contributed surplus. The value of expired options and warrants remains in contributed surplus.
Basic and diluted loss per share
The Company presents basic and diluted loss per share data for its common shares, calculated by dividing the profit or loss attributable
to common shareholders of the Company by the new consolidated share amount as at the year-end, after retrospectively adjusting for
any reverse share split until the date of approval of the financial statements. Diluted loss per share is determined by adjusting the loss
attributable to common shareholders and the consolidated number of common shares as at year-end, after adjusting for the effects of
all dilutive potential securities, which comprised of stock options and warrants unless these are anti-dilutive.
Foreign currency translation
Each entity in the group determines its own functional currency and items included in the consolidated financial statements of each
entity are measured using that functional currency. Transactions in foreign currencies are initially recorded by the Company’s entities in
their respective functional currency at rate prevailing at the date of the transaction to disclose FX rates used for monetary vs nonmonetary.
The assets and liabilities of foreign operations are translated into Canadian dollars at the rate of exchange prevailing at the reporting
date and their statements of loss are translated at the average rate of exchange for the period being reported. The exchange differences
arising on the translation are recognized in other comprehensive income (loss). On disposal of a foreign operation, the component of
other comprehensive income (loss) relating to that particular foreign operation is recognized in profit or loss.
Functional currency
The Company determines the functional currency for each entity by performing an assessment of the primary economic environment in
which each entity operates. The determination of functional currency affects how the Company translates foreign currency balances
and transactions. As a holding company, management of Ventura Cannabis & Wellness Corp. (formerly knowns as BLVD Centers
Corporation and Convalo Health International Corp.) considered the currency that primarily influences the issuance of shares,
outstanding options, incurring of costs and inter-company receivables, all of which are in Canadian dollars. Management thus concluded
that the functional currency of Ventura Cannabis & Wellness Corp. (formerly, Convalo Health International, Corp. and BLVD Centers
Corporation) is Canadian dollars. For Convalo Health, Inc. and its U.S. subsidiaries the Company reviewed the indicators that primarily
influence or determine the selling price of its services and the cost of providing services to be United States dollars.
Leases
The economic ownership of a leased asset is transferred to the lessee if the lessee bears substantially all the risks and rewards related
to the ownership of the leased asset. The related asset is then recognized at the inception of the lease at the fair value of the leased
asset or, if lower, the present value of the minimum lease payments plus incidental payments, if any. A corresponding amount is
recognized as a finance leasing liability, irrespective of whether some of these lease payments are payable up-front at the date of
inception of the lease. Leases of land and building are classified separately, and the minimum lease payments are allocated between the
land and building elements in proportion to the relative fair values of the leasehold interests at the inception of the lease.
Assets under finance lease are amortized on a straight-line basis, over the shorter of the useful life and the lease term. The depreciation
policy for depreciable leased assets is consistent with that for depreciable assets that are owned by the Company. The corresponding
finance leasing liability is reduced by lease payments less finance charges, which are expensed as part of finance costs.
All other leases are accounted for as operating leases, and payments are expensed on a straight-line basis over the term of the lease.
Associated costs, such as maintenance and insurance, are expensed as incurred.
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Summary of significant accounting policies (cont’d)
IFRS 9 - Financial instruments
IFRS 9 - Financial Instruments was issued by the IASB to establish principles for the financial reporting of financial assets and financial
liabilities, including requirements for classification and measurement, impairment, and hedge accounting. This standard replaces IAS 39
Financial Instruments: Recognition and Measurement. The Company has elected not to restate comparative information for prior periods
with respect to classification and measurement (including impairment) requirements. Therefore, comparative periods have not been
restated.
Classification
Classification determines how financial assets and financial liabilities are accounted for in financial statements and, in particular, how
they are measured on an ongoing basis. IFRS 9 approach for the classification of financial assets is driven by cash flow characteristics and
the business model in which an asset is held. This single, principle-based approach replaces existing rule-based requirements. The new
model also results in a single impairment model being applied to all financial instruments.
Financial Assets
Financial assets are classified, at initial recognition, and subsequently measured at amortised cost, fair value through other
comprehensive income (“FVOCI”), and fair value through profit or loss (“FVTPL”).
Financial assets at amortised cost
The Company’s financial assets at amortised cost includes cash and restricted cash and trade receivables. Financial assets at amortised
cost are subsequently measured using the effective interest method and are subject to impairment. Gains and losses are recognised in
profit or loss when the asset is derecognised, modified or impaired.
Trade /Accounts receivable
Accounts receivable are recorded at the time revenue is recognized and are presented on the statements of consolidated financial
position net of allowance for doubtful accounts. The Company performs regular analysis to evaluate the net realizable value of accounts
receivable as of the statement of financial position date. Specifically, the Company considers historical realization data, accounts
receivable aging trends, other operating trends and relevant business conditions.
Financial assets designated as fair value through profit or loss
For financial assets designated as FVTPL, the Company measures the change in fair value attributable to changes in credit risk as the
difference between the total change in the fair value of the instrument during the period and the change in fair value calculated using
the appropriate risk-free yield curves.
Fair value through other comprehensive loss
Changes in fair value after initial recognition, whether realized or not, are recognized through other comprehensive gain (loss). Income
arising in the form of interest, dividends, or similar, is recognized through profit and loss when the right to receive payment is established,
the economic benefits will flow to the Company, and the amount can be measured reliably.

Financial Liabilities
Financial liabilities are classified as measured at amortized cost or FVTPL. A financial liability is classified as FVTPL if it is classified as heldfor-trading, it is a derivative or it is designated as such on original recognition.
The Company’s financial liabilities at amortised cost includes accounts payable and accrued liabilities.
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Summary of significant accounting policies (cont’d)
Impairment of Financial Assets
The Company assesses at each statement of financial position date whether there is objective evidence that a financial asset or group
of financial assets is impaired. The Company recognizes expected credit losses for trade receivables based on the simplified approach
under IFRS 9. The simplified approach to the recognition of expected losses does not require the Company to track the changes in credit
risk; rather, the Company recognizes a loss allowance based on lifetime expected credit losses at each reporting date from the date of
the accounts receivable.
Based on the internal assessment of the new IFRS 9 requirements, overall, the Company does not expect a significant impact on its
consolidated financial statements on the adoption of IFRS 9 with regard to impairment losses and fair value changes impact on the
consolidated statement of operations and comprehensive loss.
Financial Instruments – IAS 39 accounting policy applied prior to March 1, 2018
Financial assets and liabilities
The Company classifies its financial assets as [i] financial assets at fair value through profit or loss, [ii] loans and receivables or [iii]
available-for-sale, and its financial liabilities as either [i] financial liabilities at fair value through profit or loss or [ii] other financial
liabilities. Appropriate classification of financial assets and liabilities is determined at the time of initial recognition or when reclassified
in the statement of financial position.
Financial instruments are recognized when the Company becomes a party to the contractual provisions of the instrument.
Financial assets at fair value through profit or loss ("FVTPL")
Financial assets at FVTPL include financial assets held-for-trading and financial assets designated upon initial recognition as FVTPL.
Financial assets are classified as held-for-trading if they are acquired for the purpose of selling or repurchasing in the near term. This
category includes derivative financial instruments entered into that are not designated as hedging instruments in hedge relationships as
defined by IAS 39.
Financial assets at FVTPL are carried in the statement of financial position at fair value with changes in the fair value recognized in the
statement of loss and comprehensive loss. Transaction costs on FVTPL are expensed as incurred.
Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if their economic
characteristics and risks are not closely related to those of the host contracts and the host contracts are not held-for-trading. These
embedded derivatives are measured at fair value with changes in fair value recognized in the statement of loss and comprehensive
income. Reassessment only occurs if there is a change in the terms of the contract that significantly modifies the cash flows that would
otherwise be required.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Loans and receivables are initially recognized at fair value plus transaction costs. They are subsequently measured at amortized cost
using the effective interest method less any impairment. The effective interest amortization is included in finance costs in the statement
of loss and comprehensive loss. The losses arising from impairment are recognized as finance costs in the statement of loss and
comprehensive loss.
Derecognition
A financial asset is derecognized when the rights to receive cash flows from the asset have expired or when the Company has transferred
its rights to receive cash flows from the asset.

16

Ventura Cannabis & Wellness Corp.
Notes to the Financial Statements
4.
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Summary of significant accounting policies (cont’d)
Impairment of financial assets
The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a group of financial assets
is impaired. A financial asset is deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or
more events that has occurred after the initial recognition of the asset, an incurred 'loss event', and that loss event has an impact on the
estimated future cash flows of the financial asset or the group of financial assets that can be reliably estimated.
For financial assets carried at amortized cost, the Company first assesses whether objective evidence of impairment exists for financial
assets that are individually significant, or collectively for financial assets that are not individually significant. If the Company determines
that no objective evidence of impairment exists for an individually assessed financial asset, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to be, recognized are not included in a collective assessment of
impairment.
If there is objective evidence that an impairment loss has occurred, the amount of the loss is measured as the difference between the
asset's carrying amount and the present value of estimated future cash flows. The present value of the estimated future cash flows is
discounted at the financial asset's original effective interest rate.
The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognized in profit
or loss. Interest income continues to be accrued on the reduced carrying amount and is accrued using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss. The interest income is recorded as part of finance
costs.
Loans and receivables together with the associated allowance are written off when there is no realistic prospect of future recovery. If,
in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is increased or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to finance costs.
Other financial liabilities
Financial liabilities are measured at amortized cost using the effective interest method. All financial liabilities are initially measured at
fair value. Transaction costs related other financial liabilities are included in the value of the instruments and amortized using the
effective interest method. The effective interest expense is included in finance costs.
Financial instrument classification
The Company has designated its cash and restricted cash, accounts receivable, and loans receivable as loans and receivables and
accounts payable and accrued liabilities as other financial liabilities. The Company has designated its finance leases as other financed
liabilities.
Derecognition
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expired.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the
recognition of a new liability, and the difference in the respective carrying amounts is recognized in the statement of loss and
comprehensive loss.
Interest income and expense
For all financial instruments measured at amortized cost, interest income or expense is recorded using the effective interest method,
which is the rate that discounts the estimated future cash payments or receipts through the expected life of the financial instrument or
a shorter period, where appropriate, to the net carrying amount of the financial asset or liability. Interest income and expense is included
in finance cost.
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Summary of significant accounting policies (cont’d)
Fair value of financial instruments
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value of financial instruments that are traded in active markets at each reporting date is
determined by reference to quoted market prices, without any deduction for transaction costs.
For financial instruments not traded in an active market, the fair value is determined using appropriate valuation techniques that are
recognized by market participants. Such techniques may include using recent arm's length market transactions, reference to the current
fair value of another instrument that is substantially the same, discounted cash flow analysis or other valuation models.
For those financial instruments where fair value is recognized in the statement of financial position the methods and assumptions used
to develop fair value measurements have been classified into one of the three levels of the fair value hierarchy for financial instruments:
Level 1 includes quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 includes inputs that are observable other than quoted prices included in Level 1.
Level 3 includes inputs that are not based on observable market data.
The following methods and assumptions were used to estimate the fair values:
Cash and restricted cash, accounts receivable and accounts payable and accrued liabilities approximate their carrying amounts largely
due to the short-term maturities of these instruments.
Impairment of non-financial assets
The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If such an indication exists,
the asset’s recoverable amount is estimated in order to determine the extent of the impairment loss, if any. Where it is not possible to
estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount of the the “CGU” to which the
asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual
CGU’s, or they are allocated to the smallest group of CGU’s for which a reasonable and consistent allocation basis can be identified.
The recoverable amount is the higher of an asset's or CGU's fair value less costs to sell and its value in use. Where the carrying amount
of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.
Value in use is determined by discounting estimated future cash flows using a pre-tax discount rate that reflects the current market
assessment of the time value of money and the specific risks of the asset. In determining fair value less costs to sell, recent market
transactions are taken into account, if available. If no such transactions can be identified, an appropriate valuation model is used. The
recoverable amount of assets that do not generate independent cash flows is determined based on the CGU to which the asset belongs.
The Company bases its impairment calculation on detailed budgets and forecast calculations which are prepared separately for each of
the Company’s CGUs to which the individual assets are allocated.
An impairment loss is recognized in the statements of loss and comprehensive loss if an asset's carrying amount or that of the CGU to
which it is allocated is higher than its recoverable amount. Impairment losses of CGUs are first charged against the carrying value of the
goodwill balance included in the CGU and then against the value of the other assets, in proportion to their carrying amount. In the
statements of loss and comprehensive loss, the impairment losses are recognized in those expense categories consistent with the
function of the impaired asset.
For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists, the Company estimates the asset's
or CGU's recoverable amount. A previously recognized impairment loss is reversed only if there has been a change in the assumptions
used to determine the asset's recoverable amount since the last impairment loss was recognized. The reversal is limited so that the
carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognized for the asset in prior years. Such a reversal is recognized in
the statements of loss and comprehensive income.
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Use of estimates and judgments
The preparation of consolidated financial statements in conformity with IFRS requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements, and the reported amount
of revenues and expenses during the reporting period. Actual results may differ from those estimates.
The following are the significant estimates that the Company has made in preparing the consolidated financial statements:
Recognition of revenues
Revenues from commercial payors are recognized based on expected realizable rates using historical collections rates. If no collections
data is available for a payor (for example where the payor is new to the Company), the Company uses the Company-wide average
reimbursement rate for that particular service. If commercial payors change their reimbursement rates for services already provided but
not yet reimbursed, or a new payor rate is different from the estimated rate used, revenue is adjusted to account for the new rates.
Because of continuing changes in the health care industry and third-party reimbursement, it is possible the Company’s estimates could change,
which could have a material impact on the Company’s recorded revenues and earnings.
Valuation of accounts receivable
The Company records bad debt expense based on the accounting practice adopted by management which incorporates paid and denied
claims. Denials can be as a result of termed policies, client deductibles not met, client maximum benefits limit met, etc. In addition,
management reviews account receivable in detail at each reporting period and provides for specific accounts that are deemed to not be
collectible. Because of continuing changes in the health care industry and third-party reimbursement, it is possible that the Company’s
estimates could change, which could have a material impact on our operations and cash flows. If circumstances related to certain customers
change or actual results differ from expectations, the Company’s estimate of the recoverability of receivables could fluctuate from that
provided for in the consolidated financial statements. A change in estimate could impact expenses and accounts receivable.
The Company’s revenues primarily consisted of service charges related to providing addiction treatment and related services to clients
in both inpatient and outpatient settings. Most of the Company’s revenues are reimbursable by commercial payors, at out-of-network
rates, with the remaining revenues payable directly by the Company’s clients. The Company billed commercial payors, once insurance
have been verified and services have been performed, based on usual and customary rates for each service. These billed rates were
discounted to expected reimbursement rates (or net realizable value) as determined by management after taking into account the
historical collections received from the commercial payors services to arrive at the revenues that are recognized. During 2018,
management adjusted the accounting practice for estimating collectible revenues and bad debts which had a slight effect on estimated
revenues over the year with no significant impact on the net loss. The bad debt account is a significant estimate and bad debt and
revenue can only be known over time. The Company does not recognize revenues for scholarships provided Income, value added,
withholding and other taxes
The Company is subject to income, value added, withholding and other taxes. Significant judgment is required in determining the
Company’s provisions for taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. The Company recognizes liabilities for anticipated tax audit issues based on estimates of whether
additional taxes will be due. The determination of the Company’s income, value added, withholding and other tax liabilities requires
interpretation of complex laws and regulations. The Company’s interpretation of taxation law as applied to transactions and activities
may not coincide with the interpretation of the tax authorities. All tax related filings are subject to government audit and potential
reassessment subsequent to the financial statement reporting period. Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will impact the tax related accruals and deferred income tax provisions in the
period in which such determination is made.
Identification of cash-generating units
The Company has allocated its tangible and intangible assets to the smallest identifiable group of assets that generate cash inflows and
that are largely independent of the cash inflows from other assets. The Company applied judgment to determine its cash-generating
units.
Impairment of goodwill and intangible assets
The Company tests whether goodwill or intangible assets are impaired in accordance with International Accounting Standard (“IAS”) 36,
Impairment of Assets. The recoverable amount of cash-generating units is determined based on a value in use calculation. The method
requires an estimate of future cash flows and the selection of a suitable discount rate in order to calculate the net present value of the
cash flows.
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Summary of significant accounting policies (cont’d)
Stock based compensation and warrants
The Company uses the Black-Scholes option pricing model to determine the fair value of the Company’s issued stock options and warrants
as prescribed by IFRS 2. The Black-Scholes option pricing model requires management to make various estimates about certain inputs
into the model, including the expected option and warrant life, expected volatility, risk-free interest rate and expected dividend yield. A
change in any of these estimates at the time the underlying options or warrants were issued would have impacted the Company’s equity
and ongoing stock-based compensation expense.
Segment reporting
IFRS 8 requires operating segments to be determined based on the Company’s internal reporting to the Chief Operating Decision Maker
(‘CODM’). The CODM has been determined to be the CEO as he is primarily responsible for the allocation of resources and the assessment of
performance.
The CODM uses operating profit, as reviewed at monthly business review meetings, as the key measure of the Company’s results as it reflects
the Company’s underlying performance for the period under evaluation. Operating profit is defined as profit on operations before interest,
taxes, stock-based compensation, amortization of intangibles and impairment expenses.
The CODM’s primary focus for review and resource allocation is the Company as a whole and not any component part of the business. All
revenue streams for the business are managed centrally by functional teams (Sales and marketing, Billing and Collections and Finance) that
have responsibility for the whole of the Company’s location portfolio. Although some discrete financial information is available to provide
insight to the management team of the key performance drivers, location profit is not part of the CODM’s review. Having considered these
factors, management has determined that the Company comprises one operating segment under IFRS 8.

5.

Accounts Receivable

Accounts receivable
Gross receivables
Allowance for doubtful accounts
Balance, ending

February 28, 2019
$7,821
(783)
$7,038
For the year ended
February 28, 2019
$443
340
$783

Allowance for doubtful accounts
Balance, beginning
Change in provision
Balance, ending

February 28, 2018
$7,943
(443)
$7,500
For the year ended
February 28, 2018
$9.341
(8,898)
$443

The allowance for doubtful accounts for the year ended February 28, 2018 ($443) includes an adjustment made from fiscal year 2017 balance
of $10,118. During the year ended February 28, 2017, the allowance for doubtful accounts ($9,341) includes a provision for an allowance of
($8,336) for a portion of the accounts receivables generated from services performed between March 1, 2016 and August 31, 2016 that became
doubtful upon departure of the previous management and change to the billing vendor. During the year ended February 28, 2019, the
allowance for doubtful accounts ($783) reflects management's adjusted accounting practice for estimating collectible revenues and bad debts
which had a slight effect on estimated revenues over the year with no significant impact on the net loss. This allowance has been modified for
fiscal year 2019 based on IFRS 9 guidelines. This provision has been modified to reflect an amount equal to estimated lifetime uncollectible
receivables based on a provision matrix of amounts between .01%-3% of AR over a 12 month period, with amounts in excess of 12 months not
included in the balance of AR. The provision for credit losses is a significant estimate and credit losses and revenue can only be known over
time.
The accounts receivable for 2018 is as per IAS 39/IAS 18, while 2019 is as per IFRS 9 and IFRS 15.
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Plant, property and equipment

Net property, plant and equipment as
of February 28, 2019
Vehicles
Furniture and fixtures
Computer hardware
Leasehold improvements
Buildings
Land
Total

Cost
$68
627
160
1,237
6,223
540
$8,855

Accumulated
depreciation
($38)
(388)
(154)
(958)
(470)
($2,008)

Net property, plant and equipment
as of February 28,2018

Cost

Accumulated
depreciation

Net

Vehicles

$255

($132)

$123

Furniture and fixtures

977

(336)

640

Computer hardware

176

(132)

44

Leasehold improvements

1,199

(660)

539

Buildings

6,010

(231)

5,779

522
$9,139

($1,491)

522
$7,648

Land
Net carrying amount

Cost: As of February 28, 2019
Vehicles

At
February
28, 2018

Additions

$255

$-

Net
$30
239
6
279
5,723
540
$6,847

Disposals

Foreign
exchange
impact

At February
28, 2019

($197)

$10

$68

(382)

32

627

Furniture and fixtures

977

Computer hardware

176

-

-

(16)

160

Leasehold improvement

1, 199

-

-

38

1,237

Buildings

6,010

-

-

213

6,223

522

-

-

18

540

$9,139

$0

($579)

$295

$8,855

Land
Total cost
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Disposals

Foreign
exchange
impact

At February 28,2019

($32)

$131

($5)

($38)

(336)

(166)

126

(12)

(388)

Computer hardware

(132)

(32)

-

10

(154)

Leasehold improvement

(660)

(277)

-

(21)

(958)

Buildings

(231)

(229)

-

(10)

(470)

-

-

-

-

-

($1,491)

($736)

$257

($38)

($2,008)

Accumulated depreciation:
As of February 28,2019

At February
28, 2018

Depreciation

($132)

Furniture and fixtures

Vehicles

Land
Total cost

Cost: As of February 28,2018
Vehicles
Furniture and fixtures
Computer hardware
Leasehold improvement
Buildings
Land
Total cost

Accumulated depreciation:
As of February 28,2018
Vehicles
Furniture and fixtures
Computer hardware
Leasehold improvement
Buildings
Land
Total cost
7.

At February
29, 2017
$265
1,013
176
1,251
2,343
542

Additions
$0
4
4
3,677
-

$5,590

$3,685

Disposals
-

Foreign
exchange
impact
($10)
(40)
(4)
(52)
(10)
(20)

At February
28,2018
$255
977
176
1,199
6,010
522

-

($136)

$9,139

At February
28,2018
($132)
(336)
(132)
(660)
(231)
($1,491)

At February
29, 2017

Depreciation

Disposals

Foreign
exchange
impact

($85)
(157)
(95)
(386)
(92)
($815)

($52)
(171)
(57)
(292)
(158)
($730)

$$-

$5
(8)
20
18
19
$54

Contingencies
From time to time the Company is subject to audits by commercial insurers. These audits typically cover claims upon which payment has
already been made to the Company.
The Company is subject to two lawsuits that Management is aware of at this time. The Company has not estimated or accrued any
amounts related to such proceedings as they are believed to be without merit although no outcome can be reasonably estimated.
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8.

Goodwill and Intangible assets
Prior to 2017, the Company had acquired certain businesses and allocated a portion of the purchase price to goodwill and intangible
assets.
In February 2017, the Company performed its annual impairment testing based on a value in use calculation which uses cash flow
projections covering a five-year period and a discount rate of 20% (2016 – 20%) per annum. The estimated cumulative average growth
rate for the first five years was determined to be 5%. The cash flows beyond the five-year period have been extrapolated using a terminal
growth rate of 3%. As a result of its annual goodwill impairment testing, the company determined that the carrying value of the CGU
related to these businesses exceeded their recoverable amount and recorded a full impairment on the goodwill and intangible assets.
The impairment resulted from a decline in the expected performance of the business relative to expectations at the time the acquisitions
were consummated. The cash flow projections used in estimating the recoverable amounts are generally consistent with results achieved
historically adjusted for anticipated growth. Management believes that any reasonably possible change in key assumptions on which the
recoverable amounts were based would not cause the carrying amount to exceed the recoverable amount of the CGU.
During 2019, it was determined that no reversal of intangible impairment was required.

Noncomplete
agreements

Software

Customer
relationships

Sub-total
Intangibles
with finite
lives

Balance February 28, 2017

-

-

$51

-

-

Disposals

-

-

(51)

-

(51)

Total
$51
(51)

$-

$-

$-

$-

$-

$-

Cost

Goodwill

Balance February 28,2018
Balance February 28, 2019

$-

$-

$-

$-

$-

$-

Customer
relationships

Sub-total
Intangibles
with finite
lives

Goodwill

Noncomplete
agreements

-

-

($10)

-

-

-

10

-

10

10

Balance February 28, 2018

$-

$-

$-

$-

$-

-

Balance February 28, 2019

$-

$-

$-

$-

$-

$-

Net Carrying Amount
Balance February 28, 2019

-

-

-

-

-

-

Accumulation
Amortization

Balance February 28, 2017
Impairment
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($10)

($10)
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9.Finance and Capital leases and loans

Finance lease and other borrowings

February 28, 2019

February 28, 2018

$4,001

$4,008

(27)

(114)

$3,974

$3,894

Less:
Current portion of finance lease and other borrowings
Long-term portion of finance lease and other borrowings

On August 31, 2016, the Company entered into a loan agreement with Civic Financial Services LLC in the amount of $2,185. owned by
the Company. Current interest rates are fixed and average 8.990%. The loan term is for 4 years and matures on September 1, 2020. An
addendum to the loan agreement requires interest payments for 47 months with a balloon payment of the loan proceeds in month 48.
The carrying amount of the borrowings are considered to be a reasonable approximation of the fair value.
The Company also has finance leases for a single vehicle which matures in April 2021. Interest on this lease is approximately 2.9% - 7.0%.
The carrying amount of these this lease is $27. Borrowings is secured by the vehicle owned by the Company (note 6). On September 26,
2017, the Company entered into a loan agreement with Civic Financial Services in the amount of $1,955. Current interest rates are fixed
and average 8.99%. The loan term is for four years and matures on September 1, 2021. This loan is interest only with balloon at maturity.
Borrowings are secured by land and building owned by the Company (note 6).
10.

Share capital

February 28, 2019

February 28, 2018

$43,936

$40,724

31,691,721

31,691,721

31,691,721
3,167,355
34,859,076

31,691,721

Authorized
Unlimited voting common shares without par value
Issued
34,859,076 voting common shares (2018 - 31,691,721)
Changes to share capital:
As of February 28, 2017
Other
As of February 28, 2018
Shares issued for services (i)
As of February 28, 2019

(i)

31,691,721

In January and February 2019, the Company issued 23,248,387 shares in conjunction with its contractual lease obligations and
for services performed related to business acquisitions. Of the shares issued 8,700,000 were previously recorded on the balance
sheet under shares to be issued.
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Options and warrants
Options
The Company has an incentive stock option plan that provides that the Board of Directors of VCAN may from time to time, in its discretion
and in accordance with Exchange requirements, grant to directors, officers and employees and consultants of VCAN, non-transferable
options to purchase VCAN shares, provided that the number of shares reserved for issuance will not exceed 10% of the total issued and
outstanding VCAN shares, exercisable for a period of up to ten (10) years from the date of the grant. The number of VCAN shares reserved
for issuance to any individual director or officer of VCAN will not exceed 5% of the issued and outstanding VCAN shares and the total number
of options awarded to any one consultant in any twelve-month period shall not exceed 2% of the issued and outstanding shares of VCAN at
the date that the particular option was granted without consent being obtained from the Exchange. The exercise price of any options granted
under the VCAN option plan shall not be less than the closing price of VCAN shares on the day preceding the day on which the directors
grant such options, less any discount permitted by the Exchange. Options held by a director or employee who ceases to be employed by
VCAN expire 30 days from the date the director or ceases to be a director of VCAN or the employee ceases to be employed by VCAN.
On June 24, 2016, the shareholders approved a new 20% fixed number stock option plan (the "2016 Option Plan") at VCAN's Annual and
Special Meeting of Shareholders. The 2016 Option Plan reserves 6,213,420 (45,606,510 pre-consolidation) common shares and replaces
VCAN's 10% rolling stock option plan.
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11.

Options and warrants (cont’d)
For unvested options cancelled/forfeited during the year ended February 28, 2019, stock-based compensation previously recorded is
reversed.
The estimated fair value of options is expensed on a graded basis over the vesting or service period for each tranche. The vesting period
approximates three years for all issued and outstanding option compensation. Stock based compensation net of the effects of reversals for
forfeited options for the year ended February 28, 2019 was $1,877. For the year ended February 28, 2017, stock-based compensation totaled
($1,597).
The fair value of the Company’s stock options was determined using the Black-Scholes option pricing model using the following assumptions:

Category
Expected option life
Expected volatility
Risk-free interest rate
Expected dividend yield
Weighted average share price at grant date
Weighted average exercise price
Estimated forfeiture rate

February 28, 2019
5 years
128.00%
1.82%
Nil
$0.20
$0.07
0%

February 28, 2018
5 years
90.77
1.07%
Nil
$0.11
$0.13
9%

Expected volatility was estimated by calculating the annualized volatility of the Company’s share price.

Warrants

Outstanding and exercisable at February 28, 2017
Warrants expired (i)
Outstanding and exercisable at February 28, 2018
Warrants expired (ii)
Outstanding and exercisable at February 28, 2019

24,486,750
(22,330,500)
2,156,250
(2,156,250)
0

$0.39
0.39
$0.14
0.14
$0.00

Warrants to acquire voting common shares outstanding and exercisable at February 28, 2019 and February 28, 2018 were as follows:

(i)

(ii)

On June 28, 2016, the Company amended the original warrant terms, including price and expiry date, (part of the $17,250
financing closed in April 2015 in which issued 43,125,000 warrants) resulting in the warrants being exercisable for 21,562,500
common shares, half at $0.30 with a six-month term and half at $0.38 with a nine-month term. During 2017, 21,562,500 of the
modified warrants, expired. During 2018, the remaining warrants expired.
During the year ended February 28, 2019, 2,156,250 warrants expired unexercised.

During April 2018, the following warrants expired unexercised:

Expiry date
April 2018

Number of Warrants
Outstanding
2,156,250
2,156,250
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12. Expenses by nature

Year ended
February 28, 2019

Year ended
February 28, 2018

Employee salary and benefits

$75

$704

Direct client service cost

412

3,147

Outside services-clinical

139

853

25,018

18,473

44

415

$25,688

$23,588

$1,095

$1,436

Insurance

520

656

All other

493

1,161

$2,108

$3,253

$585

$995

39

301

7

1

$631

$1,298

$0

$368

0

174

Category
Included in cost of services:

Service fee
All other
Included in general and administrative:
Employee salary and benefits

Included in facilities:
Rent
Supplies and services
All other
Included in sales and marketing:
Employee salary and benefits
Advertising
All other

8

225

$8

$767

Outside billing expense

($285)

$450

Other outside services

3,422

2,907

$3,136

$3,357

Included in billing and other outside services:

Service Fee balances are calculated based on the Management Service Agreements (MSAs) in place at each treatment facility. These
fees are calculated as a percentage of receipts for each facility and varies form facility to facility.
13. Income taxes
The Company follows the asset and liability method of accounting for income taxes. Under this method, current income taxes are
recognized for the estimated income taxes payable for the current year. Deferred income tax assets and liabilities are recognized for
temporary differences between the tax and accounting basis of assets and liabilities as well as for the benefit of losses available to
be carried forward to future years for tax purposes are measured using the current or substantively enacted tax rates expected to
apply when the differences reverse. A deferred tax asset is recognized to the extent that the recoverability of deferred income tax
assets is considered probable.
The Company's provision for (recovery of) income taxes differs from the amount that is computed by applying the combined federal
and state statutory income tax rate of 40% in the United States to the Company's net loss before income taxes as follows:
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13. Income taxes (cont’d)

Income Taxes
Year ended February 28,
2019
Net loss before recovery of income taxes

Year ended February 28,
2018

(3,891)

(3,183)

Expected income tax recovery

(1,080)

(1,273)

Difference in foreign tax rates

22

262

(43)

(122)

-

-

Stock based compensation

1,877

(639)

Deferred tax assets not recognized in the year

(776)

1,772

-

-

-

-

Tax rate changes and other adjustments
Permanent differences

Income tax (recovery) expense
The Company's income tax (recovery) is allocated as follows:
Deferred tax expense (recovery)

Deferred tax assets and liabilities have been offset where they relate to income taxes levied by the same taxation authority and the
Company has the legal right and intent to offset. It is more probable than not that the Company will utilize available non-capital loss
carry- forwards and deferred tax assets to offset the anticipated future taxable profits. Therefore, a net deferred income tax asset is
being recognized for US non-capital tax loss carry-forwards and other available tax assets.
Unrecognized deferred tax assets
Deferred taxes are provided as a result of temporary differences that arise due to the differences between the income tax values
and the carrying amount of assets and liabilities. Deferred tax assets have not been recognized in respect of the following deductible
temporary differences:

Non-capital losses carried forward
Non-capital losses carried forward US
Share issuance costs

28

Year ended
February 28, 2019

Year ended
February 28, 2018

6,328

4,778

16,650

11,696

54

120
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13. Income taxes (cont’d)

Deferred tax assets have not been recognized in respect of these items because it is not probable that future taxable profit will be
available against which the Company can use the benefits.
As at February 28, 2019, the Company had approximately USD$16,650 (2018 – USD$11,696) of US non-capital losses. The US non-capital loss
carry forwards expire in 2039. The Canadian non-capital loss carry forwards expire as noted in the table below:

Year of
expiry

Non-capital Income tax
loss

2034

$911

2036

56

2037

1,654

2038

757

2039

2,950

Total

$6,328

14. Financial instruments and financial risk management
Foreign currency risk
All of the Company's revenues are transacted in US dollars and as a result, fluctuations in the rate of exchange between the U.S. dollar and
Canadian dollar can have a significant impact on the Company's cash flows and reported results. As a majority of the Company’s operating
expenses are also in United States dollars, operational foreign currency risk is limited.
Included in the consolidated statement of financial position at February 28, 2019, are the following assets and liabilities denominated in U.S.
dollars: cash of USD $3,826 (2018 – USD $4,410) accounts receivable of USD $5,346 (2018 – USD $5,900) and accounts payable and accrued
liabilities of USD $5,741 (2018- $7,615).
The Company’s revenues and expenses denominated in U.S. dollars for the year ended February 28, 2019 and February 28, 2018, were USD
$24,718 and USD $27,692, and USD $24,283 and USD $26,760 respectively.
Fair value
The fair values of cash, restricted cash, accounts receivable, other current assets and accounts payable and accrued liabilities approximate
their carrying values given their short-term maturities.
Credit risk
Credit risk is the potential that customers or a counterparty to a financial instrument fail to meet their obligation to the Company.
Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of trade accounts receivable
as the Company's revenues are concentrated to California. The Company had many customers during the course of the year and believes
that there is minimal risk associated with collection of these amounts. The Company manages its credit risk by ensuring the eligibility of
its patients for insurance or other coverage prior to admittance.
As explained in Note 4, revenue is estimated to be the amount collectible from the insurer. Given the counterparties in these
transactions, which are generally large, financially stable commercial insurers, the Company considers the credit quality of these
receivables to be high. Credit risk is generally limited to the risk that the estimated amount of revenue that can be collected is not
accurate.
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14. Financial instruments and financial risk management (cont’d)
As explained in Note 4, revenue is estimated to be the amount collectible from the insurer. As of February 28, 2019, two commercial
payors individually represented 19 % and 11 %, respectively of outstanding accounts receivable. Given the counterparties in these
transactions, which are generally large, financially stable commercial insurers, the Company considers the credit quality of these
receivables to be high. Credit risk is generally limited to the risk that the estimated amount of revenue that can be collected is not
accurate.
Expected credit losses recorded during the fiscal year ended February 28, 2019 was $339, for the year ended February 28, 2018 the
expected credit loss was ($8,898).
Consolidated Accounts Receivable Aging
As at February 28, 2019
Amounts over 30 days are considered past due

30-60 Days

60-90 Days

Over 90
Days

Total Accounts
Receivable

Expected Credit Losses

Current
978
13%

973
12%

715
9%

5,155
66%

7,821
100%

(782)

As at February 28, 2018

30-60 Days

60-90 Days

Over 90
Days

Total Accounts
Receivable

Expected Credit Losses

Current
2,322
29%

1,478
19%

649
8%

3,494
44%

7,943
100%

(443)

The Company’s revenues primarily consisted of service charges related to providing addiction treatment and related services to clients
in both inpatient and outpatient settings. Most of the Company’s revenues are reimbursable by commercial payors, at out-of-network
rates, with the remaining revenues payable directly by the Company’s clients. The Company billed commercial payors, once insurance
have been verified and services have been performed, based on usual and customary rates for each service. These billed rates were
discounted to expected reimbursement rates (or net realizable value) as determined by management after taking into account the
historical collections received from the commercial payors services to arrive at the revenues that are recognized. During 2018,
management adjusted the accounting practice for estimating collectible revenues and expected credit losses which had a slight effect
on estimated revenues over the year with no significant impact on the net loss. The expected credit losses account is a significant
estimate and credit losses and revenue can only be known over time. The Company does not recognize revenues for scholarships
provided.
Liquidity risk
Liquidity risk is the risk the Company will encounter difficulties in meeting its financial liability obligations as they become due. The
Company manages its liquidity risk through cash management. In managing liquidity risk, the Company maintains access to equity
markets, the availability of which is dependent on market conditions. The Company monitors its requirements through the use of rolling
future net cash flow projections and budgets and believes it has sufficient funding through its current cash position to continue operating
for the foreseeable future.
Other risk
The Company is not exposed to any significant interest rate risk as it does not have any borrowings and loans receivable that carry variable
rates of interest. The Company is not exposed to any significant price risk or other financial risks due to the nature of its business
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Capital management
The Company’s objectives in managing capital are to maintain a strong capital base so as to preserve investor and creditor confidence;
to ensure sufficient liquidity to service its debts, support capital projects and growth-oriented acquisitions; and to provide a return to
shareholders.
Capital is used by the Company to finance capital expenditures and fund acquisitions that add to its ability to generate returns and meet
long-term strategic growth objectives.
The Company sets the amount and type of capital required relative to its assessment of risk and manages the capital structure and makes
adjustments to it in light of changes to economic conditions and the risk characteristics of the underlying assets. In order to maintain or
modify its capital structure, the Company may adjust or defer the number of dividends paid to shareholders, issue new shares, seek
other forms of financing, or sell assets to reduce debt.
The Company manages its share capital, contributed surplus, deficit and long-term debt as capital. The Company is not subject to any
external covenants. There has been no significant change to the capital management policies for the year ended February 28, 2019 and
2018.

16.

Related party transactions
Key management personnel are those persons having authority and responsibility for planning, directing and controlling the activities of
Company, directly or indirectly, including executive directors. The total compensation of key management personnel are as follows:

Category
Salaries and short-term benefits
Stock based compensation
Total
17.

Year ended
February 28, 2019

Year ended
February 28, 2018

$504

$387

517

127

$1,021

$514

Commitments
Leases
The Company has property under operating leases. For the year ended February 28, 2019 and for the year ended February 28, 2018, the
Company incurred rent expense of $585 and $995 respectively, included in Facilities expense. Minimum aggregate payments on all
operating leases in the future as of February 28, 2019 are as follows:

Category
Within 12 months
1-2 years
2-3 years
>5 years
Total

$1,233
783
752
993
$3,761
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For the years ended February 28, 2019 and February 28, 2018
Loss per share
Loss per share is based on the consolidated net loss for the year divided by the weighted average number of shares outstanding during
the period. Diluted loss per share is computed in accordance with the treasury stock method and based on the weighted average number
of shares and dilutive share equivalents.
For the years ended February 28, 2019 and February 28, 2018, respectively, the outstanding warrants and options were excluded from
the calculation of diluted loss per share because their effect is anti-dilutive.
The following reflects the earnings and share data used in the basic and diluted loss per share computations:

Year ended
February 28, 2019
($3,891)
34,859,076
(0.11)

Category
Net loss
Basic and diluted weighted average number of shares
Total LPS- basic and diluted
19.

Year ended
February 28, 2018
($3,183)
31,691,721
($0.10)

Subsequent Events
On March 1, 2019, the Company effected a 7.34:1 reverse share split on its common shares (Note 1).
From March 1, 2019 through the date of issuance of these financials the company has issued 786,000 options to Directors, Officers and
Consultants of the company.
On April 18, 2019, the Company completed it’s Annual General Meeting where the Company’s change of business was approved allowing
the business to pursue cannabis operations.
On May 6, 2019, the Company closed its acquisition of Amberlight Cannabis House in Portland, Oregon, USA.
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