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iAnthus Capital Holdings, Inc.
Condensed Interim Consolidated Statements of Financial Position
(Expressed in U.S. Dollars)

(Unaudited)
September December
Note 30, 2017 31, 2016
ASSETS
Current Assets:

Cash $ 1,801,283 $ 9,413,953

Receivables and prepaid expenses 248,237 171,811

Due from related parties 15 419,971 108,297

Receivable related to business combination 6 275,175 275,175

Promissory notes receivable 10 9,388,103 99,647

12,132,769 10,068,883
Non-current Assets:

Promissory notes receivable 10 766,411 450,353

Loans receivable 9 3,787,471 2,131,432

Due from related parties 15 6,735,735 409,531

Property, plant and equipment 7 2,536,667 1,961,131

Investment in associate 8 2,621,770 2,407,388

Other investments 99,969 99,969

Intangible assets 6,7 253,877 430,000

Goodwill 6 1,998,311 1,998,311
TOTAL ASSETS $ 30,932,980 $ 19,956,998
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:

Accounts payable and accrued liabilities $ 668,473 $ 437,137

Interest payable 11 124,100 69,541

Current portion of long-term debt 11 947,648 -

Due to related parties 15 - 318,194

Derivative liability 11 791,739 889,992

2,531,960 1,714,864
Non-current Liabilities:

Long-term debt 11 13,437,035 735,324
Total Liabilities 15,968,995 2,450,188
Shareholders' Equity:

Share capital 14 20,972,919 19,494,534

Reserves 7,753,538 4,702,933

Accumulated deficit (13,415,292) (6,762,718)

Accumulated other comprehensive income (loss) (347,180) 72,061
Total Shareholders' Equity 14,963,985 17,506,810
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 30,932,980 $ 19,956,998

Going concern (Note 2)
Commitments (Note 16)

Approved on behalf of the Board:

“Hadley Ford”
Director
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“Julius Kalcevich”

Director

The accompanying notes are an integral part of these condensed interim consolidated financial statements.



iAnthus Capital Holdings, Inc.

Condensed Interim Consolidated Statements of Loss and Other Comprehensive Loss
(Expressed in U.S. Dollars, except share amounts)

(Unaudited)
Three months ended Nine months ended
September September September September
Note 30, 2017 30, 2016 30, 2017 30, 2016
Revenues:
Management fee income $ 45652 $ 19,795 $ 104,362 $ 48,754
Investment income 71,318 - 205,192 -
Interest income 570,010 157,316 1,263,242 235,840
Other income 1,132 - 1,132 -
Total revenues 688,112 177,111 1,573,928 284,594
Operating expenses:
Depreciation and amortization 7 94,297 - 277,923 -
Administrative and other expenses 347,584 366,461 1,270,853 648,297
Wages and salaries 657,791 38,798 1,417,817 38,798
Share-based compensation 14 762,989 324,938 1,613,444 696,124
Legal and professional fees 403,129 274,727 1,104,960 554,081
Consulting fees 165,460 325,134 972,656 873,170
Total operating expenses 2,431,250 1,330,058 6,657,653 2,810,470
Other items:
Interest expense 11 (330,643) (26,214) (783,890) (41,666)
Profits from investment in associate 8 91,416 - 214,382 -
Accretion expense 11 (388,500) (56,301) (940,739) (134,812)
Listing expense 5 - (812,155) - (812,155)
Loss on settlement of debt - (4,294) - (4,294)
Change in fair value of derivative 1
liability 159,530 (120,815) 98,253 (83,936)
Foreign exchange loss 2,052 - (156,855) -
Total other items (466,145) (1,019,779) (1,568,849) (1,076,863)

Net loss

$ (2,209,283)

$ (2,172,726)

$ (6,652,574)

$ (3,602,739)

Other comprehensive loss
Foreign exchange loss on translation

(340,165)

(419,241)

Comprehensive loss

$ (2,549,448)

$ (2,172,726)

$ (7,071,815)

$ (3,602,739)

Loss per share - basic and diluted

Weighted average number of common
shares outstanding - basic and diluted

$ (0.09)

27,563,504
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$ (0.18)

12,085,249

$ (0.26)

27,397,957

$ (0.30)

11,847,437

The accompanying notes are an integral part of these condensed interim consolidated financial statements.



iAnthus Capital Holdings, Inc.

Condensed Interim Consolidated Statements of Changes in Equity
(Expressed in U.S. Dollars, except share amounts)

(Unaudited)

Accumulated

Number of Number of Convertible Other
Shares Shares Option Warrant Debentures Comprehensive Accumulated Shareholders'
(Common) (Class A) Share Capital Reserves Reserves Reserves Income (Loss) Deficit Equity

Balance — January 1, 2016 - 122244515 $ 1,957,393 $ 164,306 $ - $ - 8 - $ (1,706,986) $ 414,713
Private placement - 4,093,550 5,356,000 - - - - - 5,356,000
Share issuance costs - - (90,013) - - - - - (90,013)
Reverse takeover (Note 5) 600,001 - 750,001 - - - - - 750,001
(CN?)rtlge;)sion of shares upon reverse takeover 5,083,065 (5,083,065) ) ) ) ) ) ) )
E;;:Q;e(mf:irgs as settlement for interest 15,956 ) 24,240 ) ) ) ) ) 24,240
Share-based compensation (Note 14) - - - 696,124 - - - - 696,124
Warrants issued on notes (Note 11) - - - - 225,110 - - - 225,110
Loss for the period - - - - - - - (3,602,739) (3,602,739)
Balance — September 30, 2016 5,699,022 11,255,000 $ 7,997,621 $ 860,430 $ 225,110 $ - 8 - $ (5,309,725) $ 3,773,436
Balance — January 1,2017 15,976,269 11,255,000 $ 19,494,534 $ 1,202,353 $ 3,500,580 $ -8 72,061 $ (6,762,718) $ 17,506,810
Exercise of warrants (Note 14) 314,155 - 803,143 - (279,979) - - - 523,164
Share-based compensation (Note 14) - - - 1,613,444 - - - - 1,613,444
Warrants issued to consultants (Note 14) - - - - 5,058 - - - 5,058
Convertible debentures financing (Note 11) - - - - - 1,880,093 - - 1,880,093
Financing fees (Note 11) - - - - - (102,230) - - (102,230)
:;s;;:;lze(ﬁl;f:alrle;s as settlement for interest 0,845 ) 20,165 ) ) ) ) ) 20,165
Conversion of debentures (Note 11) 238,708 - 655,077 - - (65,781) - - 589,296
Other comprehensive loss for the period - - - - - - (419,241) - (419,241)
Loss for the period - - - - - - - (6,652,574) (6,652,574)
Balance — September 30, 2017 16,538,977 11,255,000 $ 20,972,919 $ 2,815,797 $ 3,225659 $ 1,712,082 $ (347,180) $(13,415,292) $ 14,963,985
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The accompanying notes are an integral part of these condensed interim consolidated financial statements.



iAnthus Capital Holdings, Inc.

Condensed Interim Consolidated Statements of Cash Flows

(Expressed in U.S. Dollars)
(Unaudited)

Nine months ended

September September
30, 2017 30, 2016
Operating activities
Net loss for the period (6,652,574) (3,602,739)
Adjustments for:
Depreciation and amortization 277,923 -
Share-based compensation 1,613,444 696,124
Warrants issued to consultants 5,058 -
Management fee income (104,362) -
Interest income (1,263,242) -
Interest expense 783,890 41,666
Accretion on financial liabilities 940,739 134,812
Fair value movement on derivative (98,253) 83,936
Profit from investment in associate (214,382) -
Changes in non-cash working capital items:
Receivables and prepaid expenses (76,426) 482,427
Accounts payable and accrued liabilities 231,336 262,987
Related party balances (320,847) (310,020)
Net cash used in operating activities (4,877,696) (2,210,807)
Investing activities
Cash acquired in reverse takeover transaction - 106,607
Costs incurred in reverse takeover transaction - (102,071)
Purchase of property, plant and equipment (677,336) -
Issuance of promissory notes receivable (9,350,000) (4,123,512)
Investments in related parties (1,267,453) -
Loan drawdowns (6,533,411) -
Interest received 639,485 -
Net cash used in investing activities (17,188,715) (4,118,976)
Financing activities
Proceeds from issuance of share capital 523,164 5,998,222
Proceeds from issuance of warrants on promissory notes - 225,110
Proceeds from issuance of long term debt 15,096,000 1,074,890
Issuance costs (820,845) (88,779)
Interest paid (725,187) -
Net cash generated from financing activities 14,073,132 7,209,443
Net increase (decrease) in cash (7,993,279) 879,660
Cash, beginning of the period 9,413,953 211,717
Effect of movements in exchange rates on cash held 380,609 8,124
Cash, end of the period 1,801,283 1,099,501
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The accompanying notes are an integral part of these condensed interim consolidated financial statements.



iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

1. NATURE OF OPERATIONS

iAnthus Capital Holdings, Inc. (“ICH” or the “Company”) was incorporated in British Columbia, Canada, on
November 15, 2013. On August 15, 2016, the Company completed the acquisition of all issued and
outstanding equity interests of a private company, iAnthus Capital Management, LLC (“ICM”), through a
reverse takeover arrangement (the “RTO”). Upon completion of the RTO, the shareholders of ICM obtained
control of the consolidated entity. Under the purchase method of accounting, ICM was identified as the
acquirer and, accordingly, the entity is considered to be a continuation of ICM with the net assets of the
Company at the date of the RTO deemed to have been acquired by ICM (Note 5). The comparative figures
in the condensed interim consolidated financial statements include the results of operations of ICM prior to
the RTO date of August 15, 2016.

Following the RTO the Company’s principal activity is to provide investors diversified exposure to best-in-
class licensed cannabis cultivators, processors and dispensaries throughout the United States.

The Company listed on the Canadian Securities Exchange (the “CSE”) and began trading on September 7,
2016 under the ticker symbol “IAN”. The Company is also listed for trading on the OTCQB, part of the OTC
Markets Group, under ticker symbol “ITHUF”.

The Company’s registered office is located at 1055 West Georgia Street, Suite 1500, Vancouver, British
Columbia, V6E 4N7, Canada.

2. BASIS OF PREPARATION AND GOING CONCERN

These condensed interim consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards
Board (“IASB”) and interpretations of the International Financial Reporting Interpretations Committee.

The condensed interim consolidated financial statements for the three and nine months ended September
30, 2017 have been prepared in accordance with IAS 34 Interim Financial Reporting. These condensed
interim consolidated financial statements do not include all the information and disclosures required in the
annual financial statements and should be read in conjunction with the Company’s annual consolidated
financial statements as at December 31, 2016.

Going concern

These condensed interim consolidated financial statements have been prepared under the assumption that
the Company will be able to realize its assets and discharge its liabilities in the normal course of business.
The Company’s ability to continue in the normal course of operations is dependent on its ability to raise
financing sufficient to maintain operations and there are no assurances that the Company will be successful
in achieving this goal. For the nine months ended September 30, 2017, the Company reports a net loss of
$6,652,574, operating cash outflows of $4,877,696 and, as of that date, an accumulated deficit amounting
to $13,415,292. These circumstances cast substantial doubt on the Company’s ability to continue as a
going concern and ultimately on the appropriateness of the use of the accounting principles applicable to a
going concern. These condensed interim consolidated financial statements do not include adjustments to
amounts and classifications of assets and liabilities that might be necessary should the Company be unable
to continue as a going concern.



iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

2. BASIS OF PREPARATION AND GOING CONCERN (cont.)
Basis of Measurement

These condensed interim consolidated financial statements have been prepared on a historical cost basis
except for certain financial instruments, which are stated at their fair value.

Functional and Presentation Currency

These condensed interim consolidated financial statements are presented in U.S. dollars. The functional
currency of the standalone ICH entity is the Canadian dollar and the functional currency of all the
Company’s other subsidiaries is the U.S. dollar.

Basis of Consolidation

The accounts of subsidiaries are prepared for the same reporting period as the parent company using

consistent accounting policies. Intercompany transactions, balances and unrealized gains or losses on
transactions are eliminated. The Company’s principal material subsidiaries are as follows:

Name Place of Incorporation Ownership Percentage
iAnthus Capital Management, LLC Delaware, USA 100%
iAnthus Formation Corp. Delaware, USA 100%
iAnthus Transfer Corp. Delaware, USA 100%
Scarlet Globemallow, LLC Colorado, USA 100%
Bergamot Properties, LLC Colorado, USA 100%

Estimates and Critical Judgments by Management

The preparation of condensed interim consolidated financial statements in accordance with IFRS requires
management to make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expense. Actual results may differ from
these estimates. Refer to Note 4.

These condensed interim consolidated financial statements were approved by the Board of Directors on
November 28, 2017.

3. SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies as disclosed in the Company’s annual consolidated financial statements

as at December 31, 2016 have been applied consistently in the preparation of these condensed interim
consolidated financial statements.



iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (cont.)
New Standards, Interpretations and Amendments

No new standards have been implemented during the period and all significant accounting policies are
consistent with those at year end.

IFRS 7 Financial instruments: Disclosure

Amended to require additional disclosures on transition from IAS 39 Financial Instruments: Recognition and
Measurement (“IAS 39”) to IFRS 9 Financial Instruments (“IFRS 9”). This amendment is effective on
adoption of IFRS 9, which is effective for annual periods commencing on or after January 1, 2018. The
Company does not expect significant impact on its financial statements from the adoption of this new
standard.

IFRS 9 Financial Instruments

IFRS 9 reflects all phases of the financial instruments project and replaces IAS 39 and all previous versions
of IFRS 9. The standard introduces new requirements for classification and measurement, impairment, and
hedge accounting. IFRS 9 is effective for annual periods beginning on or after January 1, 2018, with early
application permitted. The Company has evaluated the potential areas of impact from the new standard as
follows:

e Solely payments of principal and interest (“SPPI”) test for receivables: The Company’s current
investments are short-term in nature and do not appear to contain features that would violate the
SPPI test. The non-current loans and promissory notes receivable do not appear to contain features
that would violate SPPI. The Company concludes that this area is unlikely to have an impact.

e Measurement of unlisted equity investments: The Company already measures its equity
investments at fair value through profit or loss. The Company concludes that this area is unlikely to
have an impact.

e Option to record gains/losses of investments through OCI: IFRS 9 allows entities to record the fair
value fluctuations on equity investments through other comprehensive income. The Company will
elect to continue to record its fair value fluctuations on equity investments in profit and loss. The
Company concludes that this area is unlikely to have an impact.

e Impairment of receivables: IFRS 9 introduces a new expected credit loss methodology for
assessing impairment of receivables, which estimates potential losses based on forward looking
information, rather than incurred loss events. Once the standard is in effect, January 1, 2018, the
Company will apply the new methodology and assess its receivables for impairment.

IFRS 15 Revenue from Contracts with Customers

The standard replaces IAS 18 Revenue and IAS 11 Construction Contracts, and contains a single model
that applies to contracts with customers and two approaches to recognizing revenue: at a point in time or
over time. The model features a contract-based five-step analysis of transactions to determine whether,
how much and when revenue is recognized. New estimates and judgmental thresholds have been
introduced, which may affect the amount and/or timing of revenue recognized. IFRS 15 is effective for
annual periods beginning on January 1, 2018. The Company expects greater impact of this standard as
the Company enters into new revenue arrangements.



iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

3. SIGNIFICANT ACCOUNTING POLICIES (cont.)
New Standards, Interpretations and Amendments (cont.)

IFRS 16 Leases

The new standard will replace IAS 17 Leases (“IAS 17”) and eliminates the classification of leases as either
operating or finance leases by the leasee. The treatment of leases by the leasee will require capitalization
of all leases resulting accounting treatment similar to finance leases under IAS 17. The new standard will
result in an increase in lease assets and liabilities for the leasee. Under the new standard, the treatment of
all lease expense is aligned in the statement of earnings with depreciation, and an interest component
recognized for each lease, in line with finance lease accounting under IAS 17. IFRS 16 will be applied
retrospectively. Based on the Company’s current leasing arrangements, this standard is expected to have
an effect on the financial reporting and the Company is currently assessing the implications of the new
standard.

4, SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of condensed interim consolidated financial statements requires management to apply
judgment and make estimates that affect the reported amounts of assets and liabilities at the date of the
condensed interim consolidated financial statements and reported amounts of expenses during the
reporting period. Estimates and assumptions are continuously evaluated and are based on management’s
experience and other factors, including expectations with regard to future events that are believed to be
reasonable under the circumstances. However, actual outcomes may differ from these estimates.

The significant accounting estimates and judgments as disclosed in the Company’s annual consolidated
financial statements as at December 31, 2016 have been applied consistently in the preparation of these
condensed interim consolidated financial statements except as described below:

Significant Accounting Estimates

Convertible Debentures

The Company’s convertible debentures have a host liability and an embedded equity conversion feature.
The fair value of the liability component is determined by using a present value calculation and the equity
component is then assigned the residual amount. Present value is calculated by discounting the contractual
stream of future cash flows at the rate of interest that would apply to an identical financial instrument without
the conversion option. As there are limited peer companies, no such instruments have been identified, and
thus judgement has been applied in estimating the appropriate market interest rate for a similar instrument.



iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

5. REVERSE TAKEOVER TRANSACTION

On September 30, 2016, Genarca Holdings Ltd. signed an amended and restated Share Exchange
Agreement with ICM, iAnthus Transfer Corp., iAnthus Formation Corp. and their respective shareholders
(together the “Sellers”), whereby Genarca Holdings Ltd. would acquire all the issued and outstanding
shares of the Sellers, in exchange for shares in the resulting entity.

On August 4, 2016, Genarca Holdings Ltd was renamed iAnthus Capital Holdings, Inc. and on August 15,
2016, the Company completed the acquisition of ICM in exchange for the issuance of 11,255,000 Class A
Common Shares and 5,083,065 Common Shares of the Company.

In accordance with IFRS 3 Business Combinations (“IFRS 3”), the substance of the transaction was a
reverse takeover (“RTQ”) of a non-operating company. The transaction did not constitute a business
combination since ICH did not meet the definition of a business under IFRS 3. As a result, the transaction
was accounted for as an asset acquisition with ICM being identified as the acquirer (legal subsidiary) and
the Company being treated as the accounting subsidiary (legal parent) with the transaction being measured
at the fair value of the equity consideration issued to ICH.

The assets acquired and liabilities assumed are stated at their fair values. The net assets of the Company
at their fair values on August 15, 2016, were as follows:

Identifiable net assets

Cash $ 106,607
Accounts receivable 2,594
Accounts payable and accrued liabilities (69,284)
Identifiable net assets 39,917

Consideration

600,001 shares issued at $1.25 per share 750,001

750,001
Fair value of consideration paid in excess of net assets acquired 710,084
Transaction costs related to the acquisition 102,071
Charge related to public company listing $ 812,155
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iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

6. BUSINESS COMBINATION

On December 5, 2016, the Company, through its wholly-owned subsidiary, ICM, closed an agreement to acquire
certain assets of Organix, LLC (“Organix”), the owner and operator of a Colorado medical and adult-use
marijuana operation with a cultivation facility in Denver and a fully integrated medical and adult-use dispensary
located in the town of Breckenridge. ICM formed Scarlet Globemallow, LLC (“Scarlet”) and Bergamot Properties,
LLC (“Bergamot”), two wholly-owned subsidiaries, to hold the assets acquired from Organix. The transaction
was accounted for as a business combination in accordance with IFRS 3.

The total cash paid to the owners of Organix amounted to $4,670,175. In accordance with the terms of the
agreement, the consideration payable will be adjusted for profits or losses generated by Organix from
December 5, 2016 to the date the state of Colorado’s Marijuana Enforcement Division (“MED”) approves
the transfer of the cultivation and selling license from the previous owners of Organix to a third party. On a
preliminary basis, the Company has estimated that profits of $275,175 will be generated by Organix during
this period and, accordingly, total preliminary consideration amounts to $4,395,000. At the date of issuing
these financial statements, the MED has not approved the transfer.

The consideration transferred has been allocated on a preliminary basis to the assets acquired and liabilities
assumed based on their estimated fair values at the date of acquisition. Due to the timing of the acquisition,
the fair values assigned to the net assets acquired are preliminary and may be revised by the Company as
additional information is received.

The Company used various valuation techniques to estimate the fair value of the identifiable intangible
assets acquired including income based approaches, which involve estimating the future net cash flows
and applying the appropriate discount rate to those future cash flows.

Goodwill has been primarily recognized as a result of the expectation to enter into a series of contracts,
post MED approval, which will provide the Company the right to future cash flows generated from Organix.
A right to residual cash flows of $430,000 was recognized as a separately identifiable intangible asset as
the Company has entered into certain contracts that are in force prior to MED approval.

The Company has allocated the purchase price on a preliminary basis as follows:

Land and building $ 1,500,000
Equipment and leaseholds 466,689
Rights to residual cash flows 430,000
Goodwill 1,998,311
Total purchase consideration $ 4,395,000

The Company incurred closing costs of $5,465 and legal expenses of $103,703 in relation to this transaction
which were expensed as incurred. Investment income of $71,318 for the three months and $205,192 for
the nine months ended September 30, 2017 were earned from Organix. No other revenues or expenditures
relating to the business combination have been recognized in these condensed interim consolidated
financial statements.
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iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016

(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

7. PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

The cost and accumulated depreciation continuity of property, plant and equipment for the period ended

September 30, 2017 is as follows:

Buildings and

Production

Processing

Sales

Office

improvements equipment equipment equipment equipment Land Total
Cost
As at December 31, 2016 $ 1,035,297 $ 113,244 $ 30,472 $ 34,416 $ 5,449 750,000 $ 1,968,878
Additions 543,902 20,491 - 3,478 109,465 - 677,336
As at September 30, 2017 $ 1,579,199 $ 133,735 $ 30472 $ 37,894 $ 114,914 750,000 $ 2,646,214
Accumulated depreciation
As at December 31, 2016 $ 3,290 $ 2,948 $ 563 $ 839 $ 107 - $ 7,747
Depreciation 48,056 32,393 5,909 8,830 6,612 - 101,800
As at September 30, 2017 $ 51,346 $ 35341 $ 6,472 $ 9,669 $ 6,719 - $ 109,547
Net book value
As at September 30, 2017 $ 1,527,853 $ 98,394 $ 24,000 $ 28,225 $ 108,195 750,000 $ 2,536,667

The cost and accumulated depreciation continuity of property, plant and equipment for the period ended
December 31, 2016 is as follows:

Buildings and Production Processing Sales Office

improvements equipment equipment equipment equipment Land Total
Cost
As at December 31, 2015 $ $ - $ - $ $ - $ -
Additions 1,035,297 113,244 30,472 34,416 5,449 750,000 $ 1,968,878
As at December 31, 2016 $ 1,035,297 $ 113,244 $ 30,472 $ 34,416 $ 5,449 750,000 $ 1,968,878
Accumulated depreciation
As at December 31, 2015 $ $ - $ - $ $ - 8 -
Depreciation 3,290 2,948 563 839 107 - 7,747
As at December 31, 2016 $ 3290 $ 2,948 $ 563 $ 839 $ 107 - $ 7,747
Net book value
As at December 31, 2016 $ 1,032,007 $ 110,296 $ 29,909 $ 33,577 $ 5,342 750,000 $ 1,961,131

Intangible assets with a finite life are amortized on a straight-line basis over the period of expected benefit.
During the period ended September 30, 2017, no additions to intangible assets were made. The Company
recorded $53,741 and $176,123 of amortization on intangible assets for the three and nine months ended
September 30, 2017, respectively (September 30, 2016 - $Nil and $Nil). At September 30, 2017, the net
book value of intangible assets was $253,877 (December 31, 2016 - $430,000).

12



iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

8. INVESTMENT IN ASSOCIATE

During 2016, the Company provided a series of loans in the aggregate amount of $2,270,000 to Reynold,
Greenleaf & Associates, LLC (“RGA”), a company incorporated in the U.S.A. which provides consulting and
management services to companies operating in the medical cannabis industry in New Mexico. On October
12, 2016 (the “Conversion Date”), the Company converted the loans, plus accrued interest of $101,272,
into Class A-1 Units of RGA. On the Conversion Date, the total outstanding amount of $2,371,272 was
converted into 229,774 Class A-1 Units at $10.32 per unit resulting in a 24.60% interest in RGA. Additionally,
the Company has the ability to exercise significant influence over RGA as it has more than 20% of the
voting interests and can elect two of seven directors to the board of RGA. Accordingly, RGA is classified
as an investment in associate and the Company has applied the equity method of accounting.

At December 31, 2016, the Company’s investment in RGA was recorded at $2,407,388. During the three
and nine months ended September 30, 2017, the Company’s share of profit from RGA was $91,416 and
$214,382 (September 30, 2016 - $Nil and $Nil). RGA’s net income for the three and nine months ended
September 30, 2017 was $464,083 and $1,058,203, respectively. The Company’s investment in RGA at
September 30, 2017 was $2,621,770.

9. LOAN DUE FROM MAYFLOWER MEDICINALS, INC.

On July 1, 2016, the Company entered into an agreement (the “Mayflower Loan Agreement”) with
Mayflower Medicinals, Inc. (“Mayflower”), to issue a secured promissory note for an amount not to exceed
$1,300,000 to fund Mayflower’s license application fees to the State of Massachusetts and related
expenses. On December 28, 2016, the parties entered into a First Amendment to the Mayflower Loan
Agreement increasing the maximum amount available to be loaned to Mayflower by the Company to up to,
but not to exceed, principal of $4,000,000. Mayflower is a not-for-profit entity operating in the cannabis
industry in Massachusetts and it is controlled by an officer of ICM.

At September 30, 2017, the total principal amount advanced under the loan was $3,286,418 plus accrued
interest receivable of $501,053. At December 31, 2016, principal outstanding was $2,018,965 plus accrued
interest receivable of $112,467. The note bears interest at a rate of 16%, compounded monthly and payable
on a quarterly basis, starting one year after Mayflower commences sales of licensed products to patients
(the “First Payment Date”). The maturity date is seven years from the First Payment Date, and therefore
the note is classified as non-current. Interest income on the note amounted to $146,755 and $384,191 for
the three and nine month periods ended September 30, 2017, respectively. Interest income on the note
amounted to $48,577 and $53,482 for the three and nine month periods ended September 30, 2016,
respectively.
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iAnthus Capital Holdings, Inc.

Notes to the Condensed Interim Consolidated Financial Statements
For the three and nine months ended September 30, 2017 and 2016
(Expressed in U.S. Dollars, unless stated otherwise)

(Unaudited)

10. PROMISSORY NOTES RECEIVABLE

Loan due from Loan due from Loan due from Loan due from
FWR. Inc The Green Citiva Medical, GrowHealthy Total

’ ) Solution, LLC LLC Holdings, LLC
As at December 31, 2016 $ 550,000 $ - $ - $ - $ 550,000
Drawdowns 350,000 7,500,000 500,000 1,000,000 9,350,000
Interest receivable 4,839 244,467 2,986 2,222 254,514
As at September 30, 2017 $ 904,839 $ 7,744,467 $ 502,986 $ 1,002,222 $ 10,154,514

Loan due from FWR, Inc.

On June 23, 2015, ICM issued a secured promissory note to FWR, Inc. (“FWR”) for an amount not to
exceed $915,000. The note bears interest at a rate of 20%, compounded and payable monthly. The
principal payments for the note began on July 15, 2016 and the loan matures on June 15, 2020. On July
15, 2016, ICM entered into a temporary forbearance agreement with FWR whereby both parties agreed to
postpone the principal payments. Subsequently, FWR and the Company have extended the forbearance
of the principal payments. As of the issuance date of these condensed interim consolidated financial
statements, the principal payments are due to commence on December 15, 2017.

As of September 30, 2017, the total amount advanced under the secured promissory note was $900,000
of which $133,589 was classified as current and $766,411 classified as non-current. At December 31, 2016,
the total amount advanced under the secured promissory note was $550,000 of which $99,647 was
classified as current and $450,353 classified as non-current.

Interest income on the loan amounted to $62,999 and $105,209 for the three and nine month periods ended
September 30, 2017, respectively. Interest income on the loan amounted to $22,444 and $59,111 for the
three and nine month periods ended September 30, 2016, respectively.

Loan due from The Green Solution, LLC

On February 6, 2017, ICM entered into a strategic relationship with The Green Solution, LLC and certain
of its affiliated Colorado entities (collectively, "TGS"). TGS is a leading cultivator and dispenser of marijuana
and marijuana-infused products in Colorado. The strategic relationship includes an initial financing, by the
Company to TGS, consisting of a $7,500,000 loan facility. The loan facility has a term of 1 year, and interest
on borrowings are payable at the rate of 14% during the first 4 months, escalating to 23% for the remaining
8 months. At September 30, 2017, the loan receivable balance was $7,500,000 and the loan facility was
fully drawn (December 31, 2016 - $Nil). Interest earned during the three and nine months ended September
30, 2017 was $388,021 and $780,673, respectively (September 30, 2016 - $Nil and $Nil).

In addition, TGS has entered into an advisory agreement with the Company to provide operational expertise
and advice in support of the Company's investments across the U.S.
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(Unaudited)

10. PROMISSORY NOTES RECEIVABLE (cont.)
Loan Due from Citiva Medical, LLC

On August 18, 2017, the Company advanced $500,000 to Citiva Medical, LLC (“Citiva NY”) pursuant to a
secured promissory note. The promissory note has a term of 1 year, subject to acceleration in certain events,
and yields interest at 5%. The interest rate is up to 20%, subject to certain events.

The Promissory Note was provided in connection with the Letter of Intent to acquire Citiva NY, which holds
one of the ten vertically integrated medical marijuana licenses in New York State and Citiva, LLC ("Citiva
USA" and together with Citiva NY, "Citiva"), the owner of certain regulated cannabis industry assets and
intellectual property.

Interest accrued on the note for the three and nine months ended September 30, 2017 was $2,986 and
$2,986. (September 30, 2016 - $Nil and $Nil).

Loan Due from GrowHealthy Holdings, LLC

On September 14, 2017, the Company entered into an agreement to provide a $2,000,000 loan facility to
GrowHealthy Holdings, LLC (“GrowHealthy”), with a term of one year and a blended interest rate of 12.5%
over the term, initiating at a 5.0% rate until January 31, 2018 and escalating to 20.0% for the remainder of
the term. The loan facility is secured by GrowHealthy’s real estate holdings and related assets at its Lake
Wales, Florida cultivation and processing facility. As part of the agreement, iAnthus has been granted
exclusive rights to negotiate a further strategic relationship with GrowHealthy.

GrowHealthy’s subsidiary, McCrory’s Sunny Hill Nursery, LLC, is one of the 17 permitted Florida Medical
Marijuana Treatment Centers licensed to provide medical cannabis under Florida’s medical marijuana law.
In addition to the loan facility, the Company entered into exclusive negotiations with GrowHealthy regarding
a further strategic relationship between the parties.

As of September 30, 2017, $1,000,000 has been drawn down from the loan facility. Interest accrued on the

loan facility for the three and nine months ended September 30, 2017 was $2,222 and $2,222. (September
30, 2016 - $Nil and $Nil).
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11. LONG-TERM DEBT

Convertible Convertible

Promissory Notes Debentures Total
As at December 31, 2016 $ 735,324 $ - $ 735,324
oo o narci . anss
Financing costs at issuance - (718,615) (718,615)
Accretion of balance 212,324 728,415 940,739
Conversion to equity - (589,296) (589,296)
Foreign exchange impact - 800,624 800,624
As at September 30, 2017 $ 947,648 $ 13,437,035 $ 14,384,683

Convertible Promissory Notes

In February 2016, the Company issued two unsecured convertible promissory notes (the “Notes”) for a total
principal amount of $1,300,000. The Notes, which are convertible at prices ranging from $1.00 to $1.65 per
share contingent on certain milestones being met, bear interest at 8% per annum and have maturity dates
that are one to three years from the date of execution of the RTO (Note 5).

The terms of the Notes contain a covenant requiring the Company to maintain a minimum cash balance of
$500,000 while the Notes remain outstanding and while less than 80% of the original principal amount of
the Notes have been converted by the payee. As of September 30, 2017 and December 31, 2016, the
Company was in compliance with this covenant.

In conjunction with the issuance of the Notes, the Company issued 275,758 three-year warrants. Each
warrant gives the holder the right to purchase one Class A common share of the Company at an exercise
price of CAD$2.24. The warrants are classified as an equity instrument and recognized at fair value with
no subsequent revaluation.

The conversion feature is a derivative liability and is required to be separated from the debt host liability
and valued independently. As the conversion feature is designated as fair value through profit or loss, it is
revalued at each reporting date using the Black-Scholes valuation model. As at September 30, 2017, the
Company used a volatility of 100.4%, dividend yield of 0.0% and discount rate of 0.7%. The fair value at
September 30, 2017 was calculated to be $791,739 (December 31, 2016 - $889,992). For the three and
nine months ended September 30, 2017, the Company recognized a decrease in fair value of $159,530
and $98,253, respectively. For the three and nine months ended September 30, 2016, the Company
recognized an increase in fair value of $120,815 and $83,936, respectively.

The residual value from the instrument was assigned to the debt host liability which is valued on an
amortized cost basis. At September 30, 2017 the debt host liability amounted to $947,648 (December 31,
2016 - $735,324).

During the three and nine months ended September 30, 2017, interest expense of $25,709 and $76,290
was accrued, respectively (September 30, 2016 - $26,214 and $41,666). During the three and nine months
ended September 30, 2017, accretion expense of $76,834 and $212,324 was accrued, respectively
(September 30, 2016 - $56,301 and $134,812).
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11. LONG-TERM DEBT (cont.)
Convertible Promissory Notes (cont.)

On September 23, 2016, the Company issued 15,956 common shares in satisfaction of accrued interest
due on the convertible promissory note of $19,945. On December 6, 2016, the Company issued 15,477
common shares in satisfaction of $25,000 of principal and $526 of accrued interest. On June 19, 2017, the
Company issued 9,845 common shares in satisfaction $20,165 of accrued interest.

Convertible Debentures

On February 28, 2017, ICH entered into an agreement with a syndicate of underwriters led by Canaccord
Genuity Corp., and including Beacon Securities Limited, pursuant to which the underwriters agreed to
purchase, on a bought deal, private placement basis, a CAD$20,000,000 (equivalent to USD$15,096,000
at issuance) aggregate principal amount of unsecured convertible debenture (the "Convertible Debentures™)
at a price of CAD$1,000 (equivalent to USD$755 at issuance) per Convertible Debenture. The Convertible
Debentures commenced to bear interest from February 28, 2017 (the “Closing Date”) at 8% per annum,
payable semi-annually on the last day of February and August of each year. The Convertible Debentures
have a maturity date of February 28, 2019, 24 months from the Closing Date.

The Convertible Debentures are convertible at the option of the holder into common shares of the Company
at any time prior to the close of business on the maturity date at a conversion price of CAD$3.10 per
common share (the "Conversion Price"). Beginning June 29, 2017, the Company may force the conversion
of all the principal amount of the then outstanding Convertible Debentures at the conversion price on 30
days prior written notice should the daily volume weighted average trading price of the Company’s common
shares be greater than CAD$4.50 for any 10 consecutive trading days.

The Convertible Debentures are subject to redemption, in whole or in part, by the Company at any time
after 12 months upon giving holders not less than 30 and not more than 60 days' prior written notice, at a
price equal to the then outstanding principal amount of the Convertible Debentures plus all accrued and
unpaid interest up to and including the redemption date.

At issuance, the fair value of the liability component was estimated to be CAD$17,509,150 (equivalent to
USD$13,215,907 at issuance) and the residual of CAD$2,490,850 (equivalent to USD$1,880,093 at
issuance) was allocated as the fair value of the conversion feature. The market rate of interest assumed in
calculating the fair value was estimated to be 15%. Issuance costs of CAD$1,087,500 were allocated
proportionately with CAD$952,060 (USD$718,615) as a debit against the liability component and
CAD$135,440 (USD $102,230) as a debit against the equity component.

During the three and nine months ended September 30, 2017, interest expense of $304,934 and $707,600,
respectively (September 30, 2016 - $Nil and $Nil) and accretion expense of $311,666 and $728,415,
respectively (September 30, 2016 - $Nil and $Nil) was recognized. As at September 30, 2017 the debt host
liability amounts to $13,437,035 (December 31, 2016 - $Nil).

During the second quarter of 2017, the Company issued 48,387 common shares for the conversion of
CAD$150,000 (equivalent to USD $113,310) of the Convertible Debentures. During the third quarter of
2017, 190,321 common shares were issued for the conversion in the amount of CAD$590,000
(USD$472,756) and CAD$18,503 (USD$13,870) of accrued interest was paid pursuant to the conversion
of the Convertible Debentures.
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12. FAIR VALUE

Fair values have been determined for measurement and/or disclosure purposes based on the following
methods. The Company characterizes inputs used in determining fair value using a hierarchy that prioritizes
inputs depending on the degree to which they are observable. The levels of the fair value hierarchy are as
follows:

* Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

* Level 2 fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e., as prices)
or indirectly (i.e., derived from prices); and

* Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

The carrying values of cash, receivables, accounts payable and accrued liabilities approximate their fair
values because of the short-term nature of these financial instruments. Balances due to and due from
related parties have no terms and are payable on demand, thus also considered current and short-term in
nature, hence carrying value approximates fair value.

The promissory notes receivable from FWR, TGS, Citiva, GrowHealthy and the loans to Mayflower were
initially recognized at fair value and are subsequently measured on an amortized cost basis. All promissory
notes receivables and loans are either due within one year or a market rate of interest has been applied
and the credit risk of the counterparty to the loan has not changed significantly since the promissory loan
notes were issued.

The component of the Company’s long-term debt attributed to the host liability is recorded at amortized cost
for both the convertible debentures and convertible promissory notes.

September 30, 2017 December 31, 2016
Carrying value Fair value Carrying value Fair value
Long-term debt
Convertible debentures $ 13,437,035 $ 14,132,296 $ - $ -
Convertible promissory notes 947,648 1,213,300 735,324 1,113,432
Total $ 14,384,683 $ 15,345,596 $ 735,324 $ 1,113,432

The following table presents the fair value hierarchy for the Company’s financial assets and financial
liabilities that are measured at fair value on a periodic basis:

September 30, 2017 December 31, 2016

Carrying value Level 2 Level 3  Carrying value Level 2 Level 3
Financial assets
Investment in 4Front
Ventures, Inc. $ 99,969 $ - % 99969 $ 99,969 $ - $ 99,969
Total $ 99,969 $ - % 99969 $ 99,969 $ - $ 99,969
Financial liabilities
Derivative liability $ -$ -$ 791,739 $ -$ - $ 889,992
Total $ -$ -$ 791,739 3 -$ - $ 889,992
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12.  FAIR VALUE (cont.)

The carrying value of the Company’s investment in 4Front Ventures, Inc., presented as other investments
in the financial statements, is equivalent to its cost and is considered to be Level 3 as observable market
data does not exist. Since 4Front Ventures is a private company there is no active market for its shares and
no observable inputs, thus the investment was recognized at its cost of $99,969 and is carried at cost less
any provision for impairment. No impairment has been recognized on the balance as at September 30,
2017.

The derivative liability relating to the convertible promissory note is recorded at fair value using the Black-
Scholes valuation model and is therefore considered to be a Level 3 measurement.

During the periods ended September 30, 2017 and December 31, 2016 there were no transfers between
Level 1, Level 2 and Level 3 of the fair value hierarchy.

13. FINANCIAL AND CAPITAL RISK MANAGEMENT

The Company thoroughly examines the various financial instruments and risks to which it is exposed and
assesses the impact and likelihood of those risks. These risks include foreign currency risk, interest rate
risk, credit risk, liquidity risk, and price risk. Where material, these risks are reviewed and monitored by the
Board of Directors.

The key risks and risk management strategies are disclosed in full in the Company’s consolidated financial
statements and associated management’s discussion and analysis as at December 31, 2016 and are
available on www.sedar.com and should be reviewed in detail by all readers.

The risks and risk management strategies remain unchanged for the period ended September 30, 2017.

14. SHARE CAPITAL
Authorized: Unlimited common shares and Class A common shares.

The Company’s common shares are voting and dividend-paying. The Company’s Class A common shares
are also voting and dividend-paying, but holders of Class A common shares are not entitled to vote for the
election of directors of the Company.

Stock Options

In November 2015, ICM established the ICM 2015 Equity Compensation Plan (the “Plan”). The Plan
authorized the issuance of up to 2,000,000 Class A common shares. Options granted generally vest over
1.5 to 2 years, and typically have a life of 10 years. The option price under the Plan is determined at the
sole discretion of management, but in no case, will it be less than 10% of the fair market value of a share
on the grant date.
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14, SHARE CAPITAL (cont.)
Stock Options (cont.)

Upon closing of the RTO, the Company adopted a rolling stock option plan (the “ICH Plan”), in which the
maximum number of common shares which can be reserved for issuance under the ICH Plan is 10% of the
issued and outstanding common shares of the Company. 1,300,000 options issued by ICM under the ICM
2015 Equity Compensation Plan were assumed by the ICH Plan. The exercise price of each option (“Option”)
shall not be less than the closing price of the common shares on the trading day immediately preceding the
day on which the Option is granted, less any discount permitted by the CSE.

On January 17, 2017, ICH granted incentive stock options to employees and consultants of the Company,
exercisable at CAD$2.91, to purchase up to an aggregate of 153,000 shares of the Company.

On April 4, 2017, the Company granted incentive stock options to consultants and employees of the
Company, exercisable at CAD$3.10, to purchase up to an aggregate of 835,000 common shares of the
Company. The grant includes 200,000 stock options granted to TGS in relation to the advisory agreement
entered into with the Company as announced on February 6, 2017, to provide operational expertise and
advice in support of the Company's investments around the U.S. TGS, through its affiliate TGS National
Franchise, LLC ("TGS National Franchise"), will also facilitate introductions to franchisee operators in
multiple states across the U.S., presenting the Company with significant opportunities for additional
financing and equity-based investment partnerships with TGS National Franchise's franchisee operators.

On August 28, 2017, the Board approved the stock option plan for Class A Convertible Restricted Voting
Shares. The plan was ratified by the Class A shareholders at the Company’s Annual and Special Meeting
held on November 14, 2017.

The continuity of stock options is as follows:

Weighted average
Number exercise price ($CAD)

Balance as at December 31, 2016 1,538,000 1.57
Issued 988,000 3.07
Balance as at September 30, 2017 2,526,000 $ 2.16

The options outstanding and exercisable are as follows:

At September 30, 2017
Outstanding Options Exercisable Options
Weighted average Weighted average

Weighted average

Number outstanding exercise price remaining contractual Number exercisable exercise price (CADS$)
(CADS) life (years) p
2,526,000 $ 216 8.93 1,498,375 $ 1.72

At December 31, 2016

Outstanding Options Exercisable Options
' Welghtgd average Wel_g_hted average _ Weighted average
Number outstanding exercise price remaining contractual Number exercisable exercise price (CADS$)
(CAD$) life (years) p
1,538,000 $ 157 9.31 961,575 $ 1.56
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14, SHARE CAPITAL (cont.)
Stock Options (cont.)

The Company used the Black-Scholes option pricing model to estimate the fair value of the options at the
grant date using the following ranges of assumptions:

September 30, 2017 December 31, 2016
Risk-free interest rate 1.33% - 1.66% 0.74% - 0.96%
Expected dividend yield 0.00% 0.00%
Expected volatility 92.61% - 96.14% 97.01% - 154.54%
Expected option life 10 years 8.90 years - 9.75 years

Option-pricing models require the application of estimates and assumptions including the expected volatility.
The Company uses expected volatility rates based upon historical data from comparable companies.

The related compensation expense for the three and nine months ended September 30, 2017 was
$762,989 and $1,613,444, respectively (September 30, 2016 - $324,938 and $696,124).

Warrants

The continuity of warrants for the Company is as follows:

Weighted average

Number exercise price (CAD$)
Balance as at December 31, 2016 6,104,200 2.86
Granted 98,727 3.00
Exercised (314,155) 2.23
Balance as at September 30, 2017 5,888,772 $ 290

During the first quarter of 2017, there were 12,500 warrants exercised at CAD$3.00 per share. Furthermore,
$5,058 was recognized in the warrant reserve for the portion of the 50,000 warrants issued to ProActive
Capital Resources Group in 2016 for the services performed in the first quarter of 2017.

As part of the November 2016 bought deal offering, the Company issued broker warrants that are
exercisable at CAD$2.10 per unit. Each unit consists of one common share and one half warrant, with each
full warrant exercisable for one share at an exercise price of CAD$3.00. During the second quarter of 2017,
197,455 broker’s warrants were exercised at CAD$2.10 per share and the exercise granted one half warrant
per unit exercised, resulting in 98,727 warrants granted at CAD$3.00 per share.

Additionally, during the second quarter of 2017, 50,000 warrants were exercised at CAD$1.74 per share.

During the third quarter of 2017, 54,200 warrants were exercised for gross proceeds of CAD$162,600
(USD$126,518).
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14, SHARE CAPITAL (cont.)
Warrants (cont.)

Full share equivalent warrants outstanding and exercisable are as follows:

September 30, 2017 December 31, 2016
Year of expiry Numper W_eight(_ed average Numper V\l_eight(_ad average
outstanding exercise price (CAD$) outstanding exercise price (CAD$)
2017 5,152,287 3.00 5,120,260 3.00
2018 460,727 2.10 658,182 2.10
2019 275,758 2.26 275,758 2.26
2021 - - 50,000 1.74
5,888,772 $ 290 6,104,200 $ 286

15. RELATED PARTY TRANSACTIONS
RGA

As described in Note 8, ICM converted its loan with RGA into Class A-1 Unit Securities of RGA. As part of
that transaction, the Company is to be reimbursed $30,000 from RGA relating to certain legal fees and
expenses incurred for the conversion. At September 30, 2017 the reimbursement due from the RGA loan
conversion was $30,000 (December 31, 2016 - $30,000).

Last Dance Ventures, LLC

The Company used the services and office space of Last Dance Ventures, LLC (“LDV”), a related party
owned by two of the Company’s officers. The rental costs were $4,021 and $65,006 for the three and nine
months ended September 30, 2017, respectively (September 30, 2016 - $26,651 and $79,466).

On October 1, 2015, ICM entered into an administrative services agreement with LDV. LDV provided full
time equivalent staff to perform certain accounting, business development, recordkeeping, tax filing and
other operating functions. For the three and nine months ended September 30, 2017, the Company incurred
administrative management fees of $Nil and $420,000, respectively (September 30, 2016 - $210,000 and
$630,000). At September 30, 2017 and December 31, 2016, the amount due to LDV is $Nil and $318,194,
respectively, and amount due from LDV is $Nil and $317,726, respectively.

The agreement with LDV was cancelled on September 6, 2017. The Company has brought the operating

functions previously performed by LDV in-house. All outstanding balances to and from LDV have been fully
settled as of September 30, 2017.
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15. RELATED PARTY TRANSACTIONS (cont.)
FWR

On June 23, 2015, ICM entered into an agreement to provide management services to FWR, a related
party through a family relationship with one of the Company’s officers, Hadley Ford. The management fees
are based on 10.0% of the fiscal year gross revenue of FWR and an additional 1.0% of the fiscal year gross
revenues for each $50,000 by which the aggregate amount drawn by FWR under the loan exceeds
$500,000 and commenced on July 1, 2015.

Management fee income amounted to $45,652 and $104,362 for the three and nine months ended
September 30, 2017, respectively (September 30, 2016 - $19,795 and $48,754). As of September 30, 2017
and December 31, 2016, the management fee receivable from FWR was $196,167 and $91,805,
respectively, and is not expected to be collected within 12 months, and is therefore classified as nhon-current.

The agreement also provides for the reimbursement by FWR of certain expenses incurred by ICM on behalf
of FWR, which amounted to $Nil for the three and nine months ended September 30, 2017, and $5,834
and $25,247 for the three and nine months ended September 30, 2016, respectively, and this is presented
as a reduction in administrative and other expenses. As of September 30, 2017, the reimbursement
receivable from FWR was $48,297 (December 31, 2016 - $48,297), and is expected to be repaid within 12
months, and therefore, is classified as current.

Pilgrim Rock Management, LLC

As of September 30, 2017, the Company has provided $6,533,412 (December 31, 2016 - $Nil) to Pilgrim
Rock Management, LLC (“Pilgrim”), a related party owned by an officer of the Company. Pilgrim was formed
to manage the construction of the cannabis cultivation facility in Holliston, Massachusetts and a dispensary
in Boston, Massachusetts in connection with the Company’s investment in Mayflower. Due to the nature of
the transaction, there are no formalized terms for interest, repayment or security on the balance.

Other

As of December 31, 2016, the Company had a receivable due from a director of $30,000 and the full balance
was received during the second quarter of 2017.

As of September 30, 2017, the Company had a loan due from a director with a balance of CAD$425,000
(USD$340,545). The total loan facility is up to CAD$500,000 (USD$385,296) and the loan accrues
2.5% interest due upon the maturity of the loan. The loan is repayable on demand and is expected to be
repaid within the next 12 months, therefore the Company has classified the balance as current. No director
loan existed at December 31, 2016. Interest accrued on the loan for the three and nine months ended
September 30, 2017 was CAD$1,409 (USD$1,129) and CAD$1,409 (USD$1,129), respectively
(September 30, 2016 - $Nil and $Nil).
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16. COMMITMENTS

Expected payments due by period as at September 30, 2017

<1 Year 1-2 Years 3-5 Years Total

USD - denominated

Convertible Promissory Notes $ 1,378,397 % -3 - $ 1,378,397
SLG Graybar Mesne Lease LLC 197,905 203,347 578,631 979,883
North 6" Agency, Inc. 90,000 - - 90,000
Kanan Corbin Schupak & Aronow, Inc. 24,000 - - 24,000
Equisolve, Inc. 24,888 - - 24,888
Total USD — denominated $ 1,715,190 $ 203,347 $ 578,631 $ 2,497,168
CAD - denominated

Convertible Debentures $ 1,540,800 $ 20,030,400 $ - $ 21,571,200
Baron Global Financial Canada, Ltd. 48,000 - - 48,000
KRC Canada Corp. 60,000 25,000 - 85,000
Total CAD - denominated $ 1,648,800 $ 20,055,400 $ - $ 21,704,200

At September 30, 2017, the Company has leases for office spaces with KRC Canada Corp., expiring April
29, 2019, and SLG Graybar Mesne Lease LLC, expiring May 31, 2022.

The Company has a commitment to continue engaging with Baron Global Financial Canada Ltd. to provide
advisory and corporate finance services until February 2018.

The Company has commitments to continue its relationship for three months to a year from September 30,
2017 with the marketing firms North 6™ Agency, Inc. and Kanan Corbin Schupak & Aronow, Inc. (dba. KCSA
Strategic Communications) for investor public relations services.

The Company has engaged Equisolve, Inc to provide website design services until November 2018.
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17. SEGMENT INFORMATION

Operating segments are components of the Company where separate financial information is available and
evaluated regularly by the Company’s Chief Executive Officer who is the Chief Operating Decision Maker.
The operational segments are determined based on the Company’s management and internal reporting
structure.

The Company considers two geographical segments for reporting: Canada and the United States. Segment
information is summarized as follows:

Three months ended September 30, 2017

Canada USA Total
Statement of operations
Revenue $ 50,182 $ 637,930 $ 688,112
Operating expenses (1,373,925) (1,057,325) (2,431,250)
Share of profit of equity-accounted investees - 91,416 91,416
Other items (614,548) 56,987 (557,561)
Net loss $ (1,938,291) $ (270,992) $ (2,209,283)

Nine months ended September 30, 2017

Canada USA Total
Statement of operations
Revenue $ 153,875 $ 1,420,053 $ 1,573,928
Operating expenses (3,485,848) (3,171,805) (6,657,653)
Share of profit of equity-accounted investees - 214,382 214,382
Other items (1,592,870) (190,361) (1,783,231)
Net loss $ (4,924843) $ (1,727,731) $ (6,652,574)

September 30, 2017

Canada USA Total
Statement of financial position
Total assets $ 5,784,505 $ 25,148,475 $ 30,932,980
Total liabilities 13,889,570 2,079,425 15,968,995
Net assets $ (8,105,065) $ 23,069,050 $ 14,963,985
Other information
Property, plant and equipment $ - $ 2,536,667 $ 2,536,667
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17. SEGMENT INFORMATION (cont.)

Segment information for comparative periods is presented below:;

Three months ended September 30, 2016

Canada USA Total
Statement of operations
Revenue $ - % 177,111 $ 177,111
Operating expenses (352,138) (977,920) (1,330,058)
Other items (812,155) (207,624) (1,019,779)
Net loss $ (1,164,293) $ (1,008,434) $ (2,172,726)

Nine months ended September 30, 2016

Canada USA Total
Statement of operations
Revenue $ - % 284,594 $ 284,594
Operating expenses (352,138) (2,458,332) (2,810,470)
Other items (812,155) (264,708) (1,076,863)
Net loss $ (1,164,293) $ (2,438,447) $ (3,602,739)

December 31, 2016

Canada USA Total

Statement of financial position
Total assets
Total liabilities

$ 9,546,173 $ 10,410,825 $ 19,956,998
54,108 2,396,080 2,450,188

Net assets

$ 9,492,065 $ 8,014,745 $ 17,506,810

Other information
Property, plant and equipment

$ - $ 1,961,131 $ 1,961,131
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18. SUPPLEMENTAL CASH FLOW INFORMATION

Non-cash transactions, excluded from the September 30, 2017 condensed interim consolidated statement
of cash flows, are: $20,165 of shares issued as settlement for interest payable, and $655,077 of shares
issued as settlement for debenture conversion.

Non-cash transactions, excluded from the September 30, 2016 condensed interim consolidated statement
of cash flows, are $24,240 of shares issued as settlement for interest payable.

For the three and nine month periods ending September 30, 2017 and 2016, no taxes have been paid.

19. EVENTS AFTER THE REPORTING PERIOD
GrowHealthy Holdings, LLC

On October 12, 2017, the Company purchased 2,925,003 Class B Shares of for a total purchase price of
$3,000,000. The purchase represents approximately 6.1% of the issued and outstanding equity shares of
GrowHealthy.

During November 2017, there were additional drawdowns amounting to $1,000,000 on the Company’s
existing promissory note with GrowHealthy to secure a dispensary location and for construction costs of
the cultivation facility. With these drawdowns, the loan facility is fully drawn.

Subsequent Funding

After September 30, 2017, there were additional drawdowns amounting to $449,469 on the Company’s
existing promissory note with Mayflower for working capital purposes.

After September 30, 2017, the Company provided an additional $1,411,451 to Pilgrim primarily used for the
construction of the cannabis cultivation facility and dispensaries in connection with the Company’s
investment in Mayflower.

After September 30, 2017, the limit on the Company’s existing loan due from FWR was increased to
$1,350,000 and there was an additional drawdown of $35,000 for capital expenditures.

Bridge Loan

On October 11, 2017, the Company issued promissory notes with a total principal amount of $3,000,000.
The notes had a 1 year maturity and accrued interest at the rate of 8%. Accrued interest of $26,658 and
the principal were repaid in full on November 21, 2017. Cash of $1,652,880 was repaid and the remaining
$1,373,778 was applied to the Company’s private placement completed in November 2017 in exchange for
1,033,000 Common Shares.

In conjunction with the issuance of the notes, the Company issued 400,500 warrants on November 14,

2017. Each warrant entitles the holder to acquire one Common Share of the Company at a price of C$2.65
per Common Share for a period of 2 years.
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19. EVENTS AFTER THE REPORTING PERIOD (cont.)
Public Offering and Private Placement

On November 21, 2017, the Company completed a public offering of 7,072,500 Common Shares at
CAD$1.70 per Common Share for gross proceeds to the Company of CAD$12,023,250 (equivalent
USD$9,409,336). In connection with the offering, CAD$841,628 fees (equivalent USD$658,654 at closing)
and 495,075 agents’ warrants were issued to the agents. Each warrant is exercisable to purchase one
Common Share at a price of CAD$1.70 per share for a period of 2 years.

The Company also completed a non-brokered private placement at CAD$1.70. The Company issued
2,182,491 Common Shares on November 21, 2017 and 495,000 Common Shares on November 27, 2017
for an aggregate 2,677,491 Common Shares and aggregate gross proceeds of CAD$4,551,735
(USD$3,574,193). The Common Shares issued in the private placement are subject to a statutory hold
period until March 22, 2018. In connection with the private placement, 66,260 finders’ warrants were issued
and cash fees representing 7% of the Common Shares sold by certain finders were paid. Each warrant is
exercisable to purchase one Common Share at a price of CAD$1.70 per share for a period of 2 years.

Stock Option Grant
On November 21, 2017, the Company granted 1,125,000 Class A options and 340,000 Common Share
options to advisory board members and employees of the Company. Each option is exercisable at

CAD$2.25 to purchase one Class A Common Share or one Common Share, respectively, and is
exercisable for a period of 10 years, vesting over the next 1 - 3 years.
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