Hemp for Health Inc.
Consolidated Financial Statements
For the years ended April 30, 2021 and April 30, 2020

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
Hemp for Health Inc.
Opinion

We have audited the accompanying consolidated financial statements of Hemp for Health Inc. (the “Company”), which comprise the consolidated
statements of financial position as at April 30, 2021 and 2020, and the consolidated statements of operations and comprehensive loss, cash flows,
and changes in equity (deficiency) for the years then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at April
30, 2021 and 2020, and its financial performance and its cash flows for the years then ended in accordance with International Financial Reporting
Standards (“IFRS”).

Basis for Opinion

We conducted our audits 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
the Company in accordance with the ethical requirements that are relevant to our audit of the consolidated financial statements in Canada, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained in our
audits is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern
We draw attention to Note 2 of the consolidated financial statements, which indicates that the Company incurred a
loss of $1,508,166 during the year ended April 30, 2021 and, as of that date, had a working capital deficit of $469,103.
As stated in Note 2, these events and conditions indicate that a material uncertainty exists that may cast significant
doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.
Other Information

Management is responsible for the other information. The other information obtained at the date of this auditor's report includes 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, 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 IFRS, 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 Company's ability 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 the Company or to cease operations, or has no
realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company'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 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
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company'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 the Company 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 the Company to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group 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 Stephen Hawkshaw.

Vancouver, Canada
August 24, 2021

Chartered Professional Accountants

HEMP FOR HEALH INC.
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(Stated in Canadian Dollars)

April 30,
2021

As at

April 30,
2020

Assets
Current
Cash
Amounts receivable
Prepaid expenses and advances

$

Total Current Assets
Non-Current assets
Fixed assets
Long term receivable (note 6)
Total Assets

$

12,348
593
11,979

$

714,421
58,223
197,282

24,920

969,926

6,453
-

8,297
165,000

31,373

$

1,143,223

211,523 $
282,500
494,023

97,707
97,707

Liabilities
Current
Trade and other payables (note 12)
Advances payable (notes 12 and 13)
Total Liabilities

$

Equity (Deficiency)
Share capital (note 7)
Reserves (note 7)
Accumulated deficit

3,324,180
83,660
(3,870,490)

Total Equity (Deficiency)
Total Liabilities and Equity (Deficiency)

3,324,180
83,660
(2,362,324)

(462,650)
$

31,373

1,045,516
$

1,143,223

Basis of preparation and going concern (note 2)
Subsequent events (notes 7 and 13)

APPROVED ON BEHALF OF THE DIRECTORS:
“Robert Eadie”
Robert Eadie, Director

“Gary Arca”
Gary Arca, Director

The accompanying notes form an integral part of these consolidated financial statements

HEMP FOR HEALH INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(Stated in Canadian Dollars)

For the year ended April 30,
2021
2020
Expenses:
Audit and consulting fees (note 12)
Foreign exchange loss
Legal and corporate services
Management fees (note 12)
Marketing
Office, rent and administration (note 12)
Research and development (note 5)
Shareholder communication
Transfer agent and filing fees
Travel and accommodations

$

Total expenses

42,075
17,941
76,240
33,000
144,974
55,654
661,613
33,118
11,359
40,471
1,116,445

Other expense / (income):
Allowance for doubtful debt on loan (note 6)
Write off VAT receivable (note 6)
Interest earned
Total other expense / (income)

73,897
317,824
391,721

Total loss and comprehensive loss for the year

$ (1,508,166)

Basic and diluted loss per share for the year

$

Weighted average shares outstanding – basic and diluted Note 9

$

70,875
10,750
167,681
155,000
356,172
136,803
939,327
77,937
30,821
191,388
2,136,754

-317,824
(11,014)
(11,014)
$ (2,125,740)

(0.06)

$ (0.10)

24,162,001

20,399,212

The accompanying notes form an integral part of these consolidated financial statements

HEMP FOR HEALH INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Stated in Canadian Dollars)

For the year ended April 30,

2021

2020

Cash provided by (used in):
Operating activities
Loss for the year
Items not involving cash:
Amortization
Allowance for doubtful debt on loan
Write off VAT receivable
Research and development

$ (1,508,166)

$ (2,125,740)

1,844
73,897
317,824
-

Cash generated by operating activities before working
capital changes

922
388,527

(1,432,425)

(1,736,291)

(95,194)
111,406
113,816

(209,269)
21,668
66,430

(984,573)

(1,857,462)

Financing activities
Share issuance
Share issuance costs
Advances payable

282,500

1,140,400
(110,360)
-

Cash inflow for financing activities

282,500

1,030,040

Change in non-cash working capital items
Amounts receivable
Prepaid expenses and advances
Trade and other payables
Cash outflow for operating activities

Investing activities
Purchase of fixed assets

-

(9,219)

Cash outflow for investing activity

-

(9,219)

Total decrease in cash

(702,073)

Cash, beginning of year

714,421

Cash, end of year
Cash paid for taxes (2021 & 2020)
Cash paid for interest (2021 & 2020)

(836,641)

$

12,348

1,551,062
$

714,421

$$-

During the year ended April 30, 2021, there were no non-cash investing or financing transactions.
During the year ended April 30, 2020, the Company entered into the following financing non-cash transactions:
Issued finders warrants as finders fees on the private placements

2020 - $16,520

The accompanying notes form an integral part of these consolidated financial statements

HEMP FOR HEALH INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (DEFICIENCY)
(Stated in Canadian Dollars)

Number of
Shares
Outstanding
18,460,001

Balance – April 30, 2019
Common shares issued pursuant to:
- Private placement of $0.20
- Share issuance costs
- Private placement of $0.20
- Special warrants at $0.20
Loss for the year
Balance – April 30, 2020
Loss for the year

$

1,210,000
4,100,000
392,000
24,162,001

24,162,001

$

242,000
(126,880)
820,000
78,400
3,324,180

-

Balance – April 30, 2021

Share
Capital
2,310,660

$

3,324,180

$

Reserves
67,140

Accumulated
Deficit
$
(236,584)

16,520
83,660

(2,125,740)
(2,362,324)

242,000
(110,360)
820,000
78,400
(2,125,740)
1,045,516

-

(1,508,166)

(1,508,166)

83,660

$

(3,870,490)

The accompanying notes form an integral part of these consolidated financial statements

Total Equity
(Deficiency)
$
2,141,216

$

(462,650)

HEMP FOR HEALH INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the years ended April 30, 2021 and 2020
(Stated in Canadian Dollars)
Note 1

Corporate Information
Hemp for Health Inc. (the “Company”) was incorporated on October 1, 2018 under the
Business Corporations Act of British Columbia. The Company is listed on the Canadian
Securities Exchange (the “CSE”) and the Company’s shares commenced trading on the CSE
under the trading symbol “HFH”. The Company is in the business of growing, processing,
packaging and selling cannabidiol and related hemp based products in Europe. The Company
set up a wholly-owned Italian subsidiary, Hemp For Health H4H s.r.l. (“H4Hsrl”) that
operates the business interests in Italy.
The registered address of the Company’s corporate office and principal place of business is
750 – 580 Hornby Street, Vancouver, British Columbia, Canada.

Note 2

Basis of Preparation and Going Concern
a) Statement of Compliance
These consolidated financial statements for the Company have been prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the
International Accounting Standards Board (“IASB”).
The financial statements were authorized for issue by the Board of Directors on
August 24, 2021.
b) Basis of Measurement and Going Concern
The consolidated financial statements have been prepared on a historical cost basis, except
for cashflow information.
The preparation of consolidated financial statements in compliance with IFRS requires
management to make certain critical accounting estimates. It also requires management to
exercise judgment in applying the Company’s accounting policies. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in Note 4.
In March 2020 the World Health Organization declared coronavirus COVID-19 a global
pandemic. This contagious disease outbreak, which has continued to spread, and any
related adverse public health developments, has adversely affected workforces,
economies, and financial markets globally, potentially leading to an economic downturn.
It is not possible for the Company to predict the duration or magnitude of the adverse
results of the outbreak and its effects on the Company’s business or ability to raise funds.
The Company has not generated revenue from operations and incurred a loss of
$1,508,166 during the year ended April 30, 2021. While the Company has been
successful in obtaining the necessary financing through the issuance of common

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
(Stated in Canadian Dollars) - Page 2
Note 2

Basis of Preparation and Going Concern – (cont’d)
b) Basis of Measurement and Going Concern – (cont’d)
shares in the past, there is no assurance it will be able to raise funds in this manner in the
future. As at April 30, 2021, the Company had $12,348 in cash, working capital deficit
of $469,103 and no long-term debt.
These conditions indicate the existence of a material uncertainty that may cast significant
doubt about the Company’s ability to continue as a going concern. These financial
statements do not give effect to adjustments that would be necessary should the Company
be unable to continue as a going concern and, therefore, be required to realize its assets
and liquidate its liabilities and commitments in other than the normal course of operations,
and at amounts different from those in the accompanying consolidated financial
statements.
c)

Basis of Consolidation
These consolidated financial statements include the accounts of the Company and its
subsidiary, which is controlled by the Company. Control exists when the Company has
the power to govern the financial and operating policies of an entity so as to obtain
benefits from the entity’s activities. Subsidiaries are included in the consolidated financial
results of the Company from the effective date of acquisition up to the effective date of
disposal or loss of control.
The Company’s wholly-owned subsidiary, H4Hsrl, carries out its operations in Italy. All
intra-group transactions, balances, income and expenses are eliminated, in full, on
consolidation. Legal, corporate and foreign regulatory fees and taxes related to the Italian
subsidiary are included in legal costs. All other expenses are included in the related
expense categories, including office and administration.
The consolidated financial statements are presented in Canadian dollars (“CDN”), which
is the functional currency of the Company and its subsidiary.

Note 3

Summary of Significant Accounting Policies
The accounting policies set out below have been applied consistently during the year
ended April 30, 2021.
a) Biological Assets
The Company capitalizes the direct and indirect costs incurred related to the biological
transformation of the biological assets between the point of initial recognition and the
point of harvest. The Company then measures the biological assets at fair value less costs
to sell and complete up to the point of harvest, which becomes the basis for the cost of
finished goods inventories after harvest. The effect of realized and unrealized gains or
losses arising from changes in fair value less cost to sell during the year are included in
the results of operations. As at April 30, 2021 and 2020, the Company did not have any
hemp planted, resulting in biological assets of $Nil.

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
(Stated in Canadian Dollars) - Page 3
Note 3

Summary of Significant Accounting Policies - (cont’d)
b) Inventories
Raw materials, work in process, and finished goods inventories are valued at the lower of
cost and net realizable value. Harvested raw material hemp inventories are transferred
from biological assets at their fair value less cost to sell at harvest, which becomes the
initial deemed cost. Any subsequent post-harvest costs are capitalized to inventory insofar
as cost is less than net realizable value. Inventories for resale, in addition to supplies and
consumables, are valued at the lower of cost and net realizable value, with standard
costing used to determine cost. Inventories are measured at the lower of cost and net
realizable value. Net realizable value is calculated as the estimated selling price in the
ordinary course of business, less any estimated costs to complete and sell the goods. The
cost of inventory includes expenditures incurred in acquiring raw materials, production
and conversion costs, depreciation and other costs incurred in bringing inventory to its
existing location and condition. The Company uses the standard costing method to track
and cost inventory items. The Company maintains three categories of inventory: raw
materials, work in process and finished goods.
c) Equipment
Recognition and Measurement
On initial recognition, equipment is valued at cost, being the purchase price and directly
attributable cost of acquisition or construction required to bring the asset to the location
and condition necessary to be capable of operating in the manner intended by the
Company, including appropriate borrowing costs and the estimated present value of any
future unavoidable costs of dismantling and removing items. The corresponding liability
is recognized within provisions.
Borrowing costs that are directly attributable to the acquisition and preparation for use,
are capitalized. Capitalization of borrowing costs begins when expenditures are incurred
and activities are undertaken to prepare the asset for its intended use. The amount of
borrowing costs capitalized cannot exceed the actual amount of borrowing costs incurred
during the year. All other borrowing costs are expensed as incurred.
The capitalization of borrowing costs is discontinued when substantially all of the
activities necessary to prepare the qualifying asset for its intended use or sale are
complete. Capitalized borrowing costs are amortized over the useful life of the related
asset.
Major Maintenance and Repairs
Subsequent costs are included in the asset’s carrying amount or recognized as a separate
asset, as appropriate, only when it is probable that the future economic benefits associated
with the item will flow to the Company and the cost of the item can be measured reliably.
All other repairs and maintenance are charged to the Company’s profit or loss during the
financial year in which they are incurred.

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
(Stated in Canadian Dollars) - Page 4
Summary of Significant Accounting Policies - (cont’d)

Note 3
c)

Equipment – (cont’d)
Subsequent Costs
The cost of replacing part of an item of equipment is recognized in the carrying amount
of the item if it is probable that the future economic benefits embodied within the part will
flow to the Company and its costs can be measured reliably. The carrying amount of the
replaced part is derecognized. The costs of the day-to-day servicing of equipment are
recognized in the Company’s profit or loss as incurred.
Leases
The Company leases some items of property. Under IFRS 16 Leases (“IFRS 16”), the
Company assesses whether a contract to rent an item of property and equipment is, or
contains, a lease. For contracts that are, or contain, leases, the Company recognizes a
right-of-use asset and lease liability at the commencement date.
Pursuant to the IFRS 16 lessee accounting model, the right-of-use asset is initially
measured at cost, which includes the initial amount of the liability adjusted for any lease
payments made at or before the commencement date, plus any initial direct costs incurred
and estimates of costs to remove or dismantle the underlying asset or to restore the
underlying asset or site on which the asset is located, less any lease incentives received.
The right-of-use asset is subsequently depreciated using the straight-line method. The
lease liability is initially measured at the present value of the lease payments that are not
paid as of the lease commencement date, discounted using the rate implicit in the lease
or, if the implicit rate cannot be readily determined, the Company’s incremental
borrowing rate.
The measurement of lease liabilities includes the following types of lease payments:
1) fixed payments, including in-substance fixed payments;
2) variable lease payments that depend on an index or rate, initially measured using the
index or rate as of the commencement date;
3) amounts expected to be payable under any residual value guarantees; and
4) exercise price for options that the Company is reasonably certain to exercise for an
extension or option to buy, and penalties for early termination of a lease unless the
Company is reasonably certain that it will not terminate the lease early. The lease liability
is measured at amortized costs using the effective interest method.
The lease liability is remeasured in the following circumstances:
1) if there is a change in the future lease payments resulting from a change in index
or rate;
2) if there is a change in the Company’s estimation of the amount expected to be
payable under a residual value guarantee; and

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
(Stated in Canadian Dollars) - Page 5
Summary of Significant Accounting Policies - (cont’d)

Note 3
c)

Equipment – (cont’d)
Leases- (cont’d)
3) if the Company changes its assessment of whether it will exercise an option to
purchase, extend or terminate.
The Company has elected not to recognize right-of-use assets and liabilities for short-term
leases that have a term of 12 months or less and for low-value assets.
Depreciation and Impairment
Equipment is subsequently measured at cost less accumulated depreciation, less any
accumulated impairment losses.
Depreciation of equipment is calculated using the straight-line method, based on the
economic life of the asset which is 5 years for the Company’s equipment. Where
components of an asset have different useful lives, depreciation is calculated on each
separate part. Depreciation commences when an asset is available for use.
The Company reviews and evaluates its equipment for impairment at least annually or
when events or changes in circumstances indicate that the related carrying amounts may
not be recoverable. Impairment is considered to exist if the recoverable value of a cash
generating unit is less than the carrying amount of the assets. An impairment loss is
measured and recorded based on the greater of the cash generating unit’s fair value less
cost to sell or its value in use versus its carrying value. Future cash flows are estimated
based on expected future production, commodity prices, operating costs and capital costs.
Equipment that has been impaired in prior periods is tested for possible reversal of
impairment whenever events or changes in circumstances indicate that the impairment
has reversed. If the impairment has reversed, the carrying amount of the asset is increased
to its recoverable amount but not beyond the carrying amount that would have been
determined had no impairment loss been recognized for the asset in the prior periods. A
reversal of an impairment loss is recognized in the consolidated statement of operations
and comprehensive loss.

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
(Stated in Canadian Dollars) - Page 6
Summary of Significant Accounting Policies - (cont’d)

Note 3
d)

Financial Instruments
All of the Company’s financial instruments are classified into one of the following
categories based upon the purpose for which the instrument was acquired or issued. All
transactions related to financial instruments are recorded on a trade date basis.
The Company recognizes a financial asset or financial liability on the statement of
financial position when it becomes party to the contractual provisions of the financial
instrument. Financial assets are initially measured at fair value and are derecognized
either when the Company has transferred substantially all the risks and rewards of
ownership of the financial asset, or when cash flows expire. Financial liabilities are
initially measured at fair value and are derecognized when the obligation specified in the
contract is discharged, cancelled or expired.
Recognition
A write-off of a financial asset (or a portion thereof) constitutes a derecognition event.
Write-off occurs when the Company has no reasonable expectations of recovering the
contractual cash flows on a financial asset.
Classification and Measurement
The Company determines the classification of its financial instruments at initial
recognition. Financial assets and financial liabilities are classified according to the
following measurement categories:
i
those to be measured subsequently at fair value, either through profit or loss
(“FVTPL”) or through other comprehensive income (“FVTOCI”); and,
ii
those to be measured subsequently at amortized cost.
The classification and measurement of financial assets after initial recognition at fair value
depends on the business model for managing the financial asset and the contractual terms
of the cash flows. Financial assets that are held within a business model whose objective
is to collect the contractual cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal outstanding, are generally measured at
amortized cost at each subsequent reporting period. All other financial assets are
measured at their fair values at each subsequent reporting period, with any changes
recorded through profit or loss or through other comprehensive income (which
designation is made as an irrevocable election at the time of recognition).
After initial recognition at fair value, financial liabilities are classified and measured at
either:
i
amortized cost;
ii
FVTPL, if the Company has made an irrevocable election at the time of
recognition, or when required (for items such as instruments held for trading or
derivatives); or,

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
(Stated in Canadian Dollars) - Page 7
Summary of Significant Accounting Policies - (cont’d)

Note 3
d)

Financial Instruments – (cont’d)
Classification and Measurement – (cont’d)
iii FVTOCI, when the change in fair value is attributable to changes in the
Company’s credit risk.
The Company reclassifies financial assets when and only when its business model for
managing those assets changes. Financial liabilities are not reclassified.
Transaction costs that are directly attributable to the acquisition or issuance of a financial
asset or financial liability classified as subsequently measured at amortized cost are
included in the fair value of the instrument on initial recognition. Transaction costs for
financial assets and financial liabilities classified at fair value through profit or loss are
expensed in profit or loss.
The Company’s financial asset consists of cash which is classified and measured at
FVTPL, with realized and unrealized gains or losses related to changes in fair value
reported in profit or loss and amounts receivable, which are classified and measured at
amortized cost. The Company’s financial liabilities consist of trade and other payables,
and advances payable, which are classified and measured at amortized cost using the
effective interest method. Interest expense is reported in profit or loss.
Impairment
The Company assesses all information available, including on a forward-looking basis the
expected credit losses associated with any financial assets carried at amortized cost. The
impairment methodology applied depends on whether there has been a significant
increase in credit risk. To assess whether there is a significant increase in credit risk, the
Company compares the risk of a default occurring on the asset as at the reporting date
with the risk of default as at the date of initial recognition based on all information
available, and reasonable and supportive forward-looking information.
Fair value hierarchy
Financial instruments recognized at fair value on the consolidated statement of financial
position must be classified into one of the three following fair value hierarchy levels:
Level 1 – measurement based on quoted prices (unadjusted observed in active markets)
for identical assets or liabilities;
Level 2 – measurement based on inputs other than quoted prices included in Level 1, that
are observable for the asset or liability;
Level 3 – measurement based on inputs that are not observable (supported by little or no
market activity) for the asset or liability.

HEMP FOR HEALTH INC.
Notes to the Consolidated Financial Statements
April 30, 2021
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Summary of Significant Accounting Policies - (cont’d)

Note 3
e)

Income Tax
Current tax and deferred tax are recognized in the Company’s profit or loss, except to the
extent that they relate to a business combination or items recognized directly in equity or
in other comprehensive loss. Current income taxes are recognized for the estimated taxes
payable or receivable on taxable income or loss for the current year and any adjustment
to income taxes payable in respect of previous years. Current income taxes are determined
using tax rates and tax laws that have been enacted or substantively enacted by the period
end date.
Deferred tax assets and liabilities are recognized where the carrying amount of an asset
or liability differs from its tax base, except for taxable temporary differences arising on
the initial recognition of goodwill and temporary differences arising on the initial
recognition of an asset or liability in a transaction which is not a business combination
and at the time of the transaction affects neither accounting nor taxable profit or loss.
Recognition of deferred tax assets for unused tax losses, tax credits and deductible
temporary differences is restricted to those instances where it is probable that future
taxable profit will be available against which the deferred tax asset can be utilized. At the
end of each reporting period, the Company reassesses unrecognized deferred tax assets.
The Company recognizes a previously unrecognized deferred tax asset to the extent that
it has become probable that future taxable profit will allow the deferred tax asset to be
recovered.

f)

Share Capital
Financial instruments issued by the Company are classified as equity, only to the extent
that they do not meet the definition of a financial liability or asset. The Company’s
common shares are classified as equity instruments. Common shares issued for
consideration other than cash are valued based on their market rate at the date the shares
are issued.
Incremental costs, directly attributable to the issue of new shares, warrants or options, are
shown in equity as a deduction, net of tax, from proceeds. The residual method is used to
calculate the fair value of the warrant component of units issued, whereby the residual of
the private placement proceeds less the fair value of the share component is assigned as
the fair value of the warrants. The balance if any, is recorded to reserves.
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Summary of Significant Accounting Policies - (cont’d)

Note 3
g)

Share based payments
The Company has a stock option plan that provides for the granting of options to Officers,
Directors, related company employees and consultants to acquire shares of the Company.
The fair value of the options is measured on grant date and is recognized as an expense
with a corresponding increase in reserves as the options vest. Options granted to
employees and others providing similar services are measured at grant date at the fair
value of the instruments issued. Fair value is determined using the Black-Scholes option
pricing model taking into account the terms and conditions upon which the options were
granted. The amount recognized as an expense is adjusted to reflect the actual number of
share options that are expected to vest. Each tranche in an award with graded vesting is
considered a separate grant with a different vesting date and fair value. Each grant is
accounted for on that basis.
Options granted to non-employees are measured at the fair value of the goods or services
received, unless that fair value cannot be estimated reliably, in which case the fair value
of the equity instruments issued is used. The value of the goods or services is recorded at
the earlier of the vesting date, or the date the goods or services are received. Over the
vesting period, share-based payments are recorded as an operating expense and as
reserves.
When options are exercised, the consideration received is recorded as share capital. In
addition, the related share-based payments originally recorded as reserves are transferred
to share capital. When an option is cancelled, or expires, the initial recorded value is
reversed from reserves and credited to deficit.

h)

Profit or Loss per share
Basic profit or loss per share is computed by dividing the Company’s profit or loss
applicable to common shares by the weighted average number of common shares
outstanding for the relevant period. Diluted profit or loss per share is computed by
dividing the Company’s profit or loss applicable to common shares by the sum of the
weighted average number of common shares outstanding and all additional common
shares that would have been outstanding if potentially dilutive instruments were converted
at the beginning of the period.

i)

Standards, Amendments and Interpretations
The following accounting standards have been issued or amended but are not yet effective.
The Company has not early adopted these new and amended standards. The Company
continues to evaluate the new standards but currently no material impact is expected as a
result of the adoptions of any new standards.
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Note 4

Critical Accounting Estimates and Judgments
The Company makes estimates and judgments about the future that affect the reported
amounts of assets and liabilities. Estimates and judgments are continually evaluated based
on historical experience and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. In the future, actual experience may
differ from these estimates and judgments. The effect of a change in accounting estimate
is recognized prospectively by including it in the Company’s profit or loss in the period
of the change, if it affects that period only, or in the period of the change and future
periods, if the change affects both. Information about critical estimates and judgments
made in applying accounting policies that have the most significant risk of causing
material adjustment to the carrying amounts of assets and liabilities recognized in the
financial statements within the next financial period are discussed below:
a)

Going concern
Management makes an assessment about the Company’s ability to continue as a going
concern by taking into the account the consideration of the various factors discussed in
Note 2.

b)

Income Taxes
Significant judgment is required in determining the provision for income taxes. There are
many transactions and calculations undertaken during the ordinary course of business for
which the ultimate tax determination is uncertain. The Company recognizes liabilities and
contingencies for anticipated tax audit issues based on the Company’s current
understanding of tax law. For matters where it is probable that an adjustment will be made,
the Company records its best estimate of the tax liability including the related interest and
penalties in the current tax provision. Management believes they have adequately
provided for the probable outcome of these matters; however, the final outcome may
result in a materially different outcome than the amount included in the tax liabilities.
In addition, the Company recognizes deferred tax assets relating to tax losses carried
forward to the extent there are sufficient taxable temporary differences (deferred tax
liabilities) relating to the same taxation authority and the same taxable entity against
which the unused tax losses can be utilized. However, utilization of the tax losses also
depends on the ability of the taxable entity to satisfy certain tests at the time the losses are
recuperated.

Note 5

Research and Development - Crops Costs
During the year ended April 30, 2020, the Company entered into agreements with various
agricultural groups to cultivate and harvest hemp on behalf of the Company on up to 59
hectares of farmland. The agreements are for an initial 5 year period with an option to renew
for 5 years. The payments to these farmers in the year ended April 30, 2021, have been fully
expensed to research and development.
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Note 5

Research and Development - Crops Costs – (cont’d)
During the year ended April 30, 2021, the Company expensed crop costs as research and
development, along with seed costs and consulting fees for a total of $699,793 (2020 $988,594), excluding VAT taxes incurred (see note 6). This is offset by $38,180 (2020 $49,267) of proceeds received on sale of the test crop biomass for a net expense of $661,613
(2020- $939,327) in the year ended April 30, 2021.

Note 6

Amounts Receivable
During the years ended April 30, 2021 and 2020, $317,824 (211,221 Euro) was paid for
VAT taxes in Italy and is receivable against future VAT paid. (April 30, 2020 - $165,000
(112,640 Euro)). During the year ended April 30, 2021, management has determined that
there is uncertainty of recovery of these amounts without significant revenues or operations
in Italy and, therefore, has written down the receivable to nil. Management will continue to
apply for the refund of these taxes under Italian tax guidelines and may use these credits to
offset any VAT payable on future sales.
Also, during the year ended April 30, 2020, the Company advanced 50,000 Euro
(CAD$73,897) to a potential distribution partner as a loan. Management has determined
that there is an uncertainty of recovery of this loan and has written it down to nil.

Note 7

Share Capital and Reserves
a)

Common share issuances
The Company is authorized to issue an unlimited number of no par value common
shares, issuable in series. The holders of common shares are entitled to one vote per
share at meetings of the Company and to receive dividends, which may be declared from
time-to-time. To date, equity financings have provided the main source of financing.
No dividends have been declared by the Company since its inception. All shares are
ranked equally with regard to the Company’s residual net assets.
During the year ended April 30, 2020, the Company issued the following shares:
•

On March 10, 2020, the Company completed a private placement, issuing
4,100,000 units priced at $0.20 per unit, for gross proceeds of $820,000. Each
unit consists of one common share of the Company and one-half of one share
purchase warrant for 2,050,000 whole warrants, with each warrant entitling the
holder thereof to acquire an additional common share of the Company for a
period of two years at a price of $0.30 per share.
The fair value of the shares was equal to the proceeds raised in the private
placement and as a result, no amount was allocated as the fair value of the
warrants. Cash payments totalling $57,600 and 144,000 finder’s warrants, with
the same terms and conditions as the unit warrants, were paid as finders’ fees.

•

On May 6, 2019, the Company closed a final tranche of a financing and issued
1,210,000 units priced at $0.20 per unit, for gross proceeds of $242,000. Each
unit consists of one common share of the Company and one-half of one share
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Note 7 Share Capital and Reserves – (cont’d)
a) Common share issuances – (cont’d)
purchase warrant for 605,000 whole warrants, with each warrant entitling the
holder thereof to acquire an additional common share of the Company for a
period of two years at a price of $0.30 per share.
The fair value of the shares was equal to the proceeds raised in the private
placement and as a result, no amount was allocated as the fair value of the
warrants. Cash payments totalling $7,760 and 38,800 finder’s warrants, with the
same terms and conditions as the unit warrants, were paid as finders’ fees. Share
issue costs include $5,000 calculated as the fair value of the finder’s warrants. The
fair value of finder’s warrants was determined using the Black-Scholes model
with the assumptions above.
Share issue costs include $11,520 and $5,000, respectively, on the 2 financings above
calculated as the fair value of the finder’s warrants using the Black-Scholes model with the
following assumptions:
Stock price
Exercise price
Dividend rate
Expected life
Expected annual volatility
Risk-free rate
•

March 10, 2020
$0.20
$0.30
0%
2 year
100.00%
0.30%

May 6, 2019
$0.20
$0.30
0%
2 year
125.00%
2.14%

In November, 2019, the Company issued 392,000 special warrant units priced at
$0.20 per special warrant, for gross proceeds of $78,400. Each special warrant unit
was converted into one common share of the Company and one-half of one share
purchase warrant for 196,000 whole warrants, with each warrant entitling the holder
thereof to acquire an additional common share of the Company for a period of two
years at a price of $0.30 per share. The fair value of the shares was equal to the
proceeds raised in the private placement and as a result, no amount was allocated as the
fair value of the warrants. No finders’ fees were paid.

b) Warrants
A summary of the Company’s outstanding share purchase warrants at April 30, 2021,
April 30, 2020 and April 30, 2019 is as follows:
Number of
warrants
Balance, April 30, 2019
Warrants issued
Balance, April 30, 2020
Warrants expired
Balance, April 30, 2021

6,476,000
3,033,800
9,509,800
(746,000)
8,763,800

Weighted average
exercise price
$

$

0.30
0.30
0.30
0.30
0.30
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Note 7

Share Capital and Reserves – (cont’d)
b) Warrants – (cont’d)
A summary of the Company’s outstanding share purchase warrants is presented below:

1.
2.

Number of
Warrants
38,800
196,000
5,730,000
605,000
2,194,000

Exercise
Price
$0.30
$0.30
$0.30
$0.30
$0.30

8,763,800

$0.30

Expiry Date
May 6, 2021 (1)
November 5, 2021
April 26, 2022 (2)
May 6, 2022 (2)
March 10, 2022

Subsequent to the year ended April 30, 2021, 38,800 warrants expired unexercised.
6,335,000 warrants were extended from April 26 and May 6, 2021 to April 26 and May 6, 2022.

c) Share-Based Payments
The Company’s Board has adopted a Stock Option Plan available to eligible directors,
officers, employees and consultants to acquire up to 10% of common shares then
outstanding (the “Plan”). Under the Plan, options may be granted by the Board at an option
price in accordance with regulatory policy for a maximum term of 10 years. No amounts
are paid or payable by the recipient on receipt and the options are not dependent on any
performance-based criteria. Share purchase options will vest at the discretion of the
Company and in accordance with regulatory policy. No share purchase options were
granted during the year ended April 30, 2021 and 2020.
Note 8

Income Taxes
Income tax expense is recognized based on management’s best estimate of the weighted
average annual combined federal and provincial income tax rate for the full financial year
applied to the pre-tax income. The Company’s effective tax rate for the year ended
April 30, 2021 was 27.0% (April 30, 2020 – 27%). The Company has non-capital losses of
$3,978,000 expiring up to 2041, equipment of $1,000 without expiry, and $127,000 share
issuance costs expiring in 2045. The differences between the tax expense for the year ended
April 30, 2021 and the expected income taxes based on the statutory rate are as follows:
For the year ended April 30,
Loss before income taxes
Basic statutory income tax rate

2021
$

Expected income tax recovery
Share issue costs
Changes in rates and other
Tax benefits not recognized
Total income tax recovery

2020

(1,508,166)
27.00%

$

(407,000)
(77,000)
484,000
$

-

(2,125,740)
27.00%
(574,000)
(30,000)
(36,000)
640,000

$

-
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Note 8

Income Taxes – (cont’d)
The significant components of the Company’s deferred tax assets that have not been included
on the consolidated statement of financial position are as follows:
As of April 30,
Deferred tax assets
Property and equipment
Share issue costs
Non-capital losses available for future period

2021
$

Unrecognized deferred tax assets
Net deferred tax assets
Note 9

2020

34,000
1,195,000
1,229,000

$

(1,229,000)
$

-

2,000
48,000
695,000
745,000
(745,000)

$

Loss Per Share
The denominator for the calculation of loss per share, being the weighted average number of
common shares for the year ended April 30, 2021 and 2020 is as follows:
Year ended April 30,
2021
2020

Issued and outstanding, beginning of the year
Weighted average shares issued during the year

24,162,001
-

18,460,001
1,939,211

Basic and diluted weighted average number of shares

24,162,001

20,399,212

Note 10

Capital Management
The Company’s objective when managing capital is to safeguard the Company’s ability to
continue as a going concern, so that it can continue to provide returns for shareholders and
benefits for other stakeholders. The Company considers the items included in shareholders’
equity (deficiency) as capital. The Company manages the capital structure and makes
adjustments to it in light of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure, the Company may issue
new shares through private placements, sell assets to reduce debt or return capital to
shareholders. The Company is not subject to externally imposed capital requirements.

-
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Note 11

Financial Instruments
As at April 30, 2021, the Company’s financial instruments consist of cash, amounts
receivable, advances payable, and trade and other payables. The fair value of the Company’s
amount receivable, advances payable, and trade and other payables approximate their carrying
value, which is the amount on the statements of financial position, due to their short-term
maturities or ability of prompt liquidation. The Company’s cash is carried at FVTPL, where
fair value is calculated in accordance with level 1 of the fair value hierarchy.
a) Currency Risk
Currency risk is the risk to the Company's earnings that arises from fluctuations of
foreign exchange rates and the degree of volatility of these rates. The Company does not
use derivative instruments to reduce its exposure to foreign currency risk. At
April 30, 2021, US dollar amounts were converted at a rate of $1.2284 Canadian dollars
to $1 US dollar and Euro were converted at a rate of $1.4779 Canadian dollars to 1 Euro.
A 10% increase or decrease in the US dollar exchange may increase or decrease loss for
the year by approximately $356. A 10% increase or decrease in the EUR$ exchange rate
will decrease or increase loss for the year by approximately $6,914.
b) Interest Rate Risk
The Company’s cash earns interest at a variable interest rate. Because of the nature of
these financial instruments, fluctuations in market rates do not have a significant impact
on estimated fair values as of April 30, 2021. Future cash flows from interest income on
cash will be affected by interest rate fluctuations. Interest rate risk consists of two
components, i) To the extent that payments made or received on the Company’s
monetary assets and liabilities are affected by changes in the prevailing market interest
rates, the Company is exposed to interest rate cash flow risk; and ii) To the extent that
changes in prevailing market interest rates differ from the interest rates in the Company’s
monetary assets and liabilities, the Company is exposed to interest rate price risk.
The Company’s exposure to interest rate fluctuations is minimal.
c) Credit Risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. The Company is exposed
to credit risk with respect to its cash, the balance of which at April 30, 2021 is $12,348
(April 30, 2020 – $714,421). As at that date, cash was held at a chartered Canadian
financial institution and the Company does not consider the risks to be significant.
Liquidity risk arises from the excess of financial obligations over available financial
assets due at any point in time. Additional cash requirements could be met with the
issuance of additional share capital; however, there is no assurance the Company will be
able to raise funds in this manner in the future. As at April 30, 2021, the Company was
holding cash of $12,348 (April 30, 2020 – $714,421).
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Note 12

Related Party Transactions
The following is a summary of charges incurred by the Company with related parties for the
year ended April 30, 2021, and 2020:
Year ended April 30,

2021

2020

Audit and accounting
Management fees
Office and administration

$

10,500
33,000
13,750

$

15,000
155,000
15,000

Total

$

57,250

$

185,000

During the year ended April 30, 2021, the Company incurred operational expenses totalling
$57,250 (April 30, 2020: $185,000) from companies controlled by an officer and director of
the Company. As of April 30, 2021, the Company had amounts payable to officers and
directors, and companies with directors in common of $50,789 (April 30, 2020: $ Nil).
In March, 2021, the CEO and director of the Company advanced $130,000 to the Company
as a non-interest bearing advance due on demand, recognized as advances payable.
Note 13

Letter of Intent for Acquisition of PHC – Advance Payable
The Company had signed a letter of intent (“LOI”) with Pacific Hemp Company Pty Ltd.
(“PHC”), whereby the Company would acquire 100% of the outstanding shares of PHC. The
LOI expired on May 17, 2021, as PHC was unable to meet its minimum obligations. PHC
advanced the Company a 60 day refundable deposit pursuant to the extension of the original
agreement to May 17th, 2021 of $152,500 (100,000 Euros), which management believes is
due September 13, 2021 being 60 days after final termination of the transaction of July 15,
2021. PHC believes the amount is due July 16th, 2021, being 60 days from expiry of the
extended LOI. The advance is non-interest bearing and unsecured.

