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   Independent Auditor's Report 

To the Shareholders of Top Strike Resources Corp.:  

Opinion 

We have audited the financial statements of Top Strike Resources Corp. (the "Company"), which comprise the statements 
of financial position as at April 30, 2020 and April 30, 2019, and the statements of income (loss) and comprehensive income 
(loss), changes in shareholders’ equity and cash flows for the years then ended, and notes to the financial statements, 
including a summary of significant accounting policies. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the 
Company as at April 30, 2020 and April 30, 2019, and its financial performance and its cash flows for the years then ended 
in accordance with International Financial Reporting Standards. 

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 Financial Statements section of 
our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audits 
of the 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 is sufficient and appropriate to provide a basis for our 
opinion. 

Other Information 

Management is responsible for the other information. The other information comprises Management’s Discussion and 
Analysis.  

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance 
conclusion thereon.  

In connection with our audits of the financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in 
the audits or otherwise appears to be materially misstated. We obtained Management’s Discussion and Analysis prior to the 
date of this auditor’s report. If, based on the work we have performed on this other information, we conclude that there is a 
material misstatement of this other information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the 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 Financial Statements 

Our objectives are to obtain reasonable assurance about whether the 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 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 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 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 financial statements, including the disclosures, and 
whether the financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the 
audits and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audits. 

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 Scott Laluk. 

Calgary, Alberta 

August 26, 2020 Chartered Professional Accountants

janelle.graae
MNP
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As at
April 30, 

2020
       April 30, 

2019

Notes

ASSETS 

Current Assets 
Cash 5 $ 3,745,922 $ 4,856,455
Subscriptions receivable 6 - 200,000
Note receivable 7 - 3,250,000
Trade and other receivables 8 9,601 250,977
Prepaids - 35,912
Due from related parties 15 146,618 -

3,902,141 8,593,344

Non-Current Assets

Deposits 2,500 2,500

Equipment 9 6,300 7,982

Investments 10 5,383,020 -

TOTAL ASSETS $ 9,293,961 $ 8,603,826

LIABILITIES 
  Current liabilities 

Trade and other payables $ 76,132 $ 58,370
TOTAL LIABILITIES 76,132 58,370

SHAREHOLDERS' EQUITY  

Share capital 11 21,984,522 22,061,737
Warrants 11 4,556,922 4,556,922
Contributed surplus 1,810,617 1,566,334
Deficit (19,134,232) (19,639,537)

TOTAL SHAREHOLDERS’ EQUITY        9,217,829 8,545,456

TOTAL LIABILITIES AND 
SHAREHOLDERS’ EQUITY $ 9,293,961 $ 8,603,826

Subsequent event (Note 19) 

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

On behalf of the Board of Directors: 

“W. S. McGregor” Director “J. Sharun” Director
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For the years ended April 30 2020 2019

Notes
Revenues 

Interest income  $             852,429 $              223,976
Change in fair value of investments

Gain on settlement of note receivable 7                 700,345 -
Unrealized gain on foreign exchange                 244,478 -
Unrealized loss on investments 10              (144,000) -

1,653,252 223,976

  Expenses 
Office and miscellaneous                   15,796 16,229                     
Depreciation 9 1,682 1,169
Professional fees 127,166 103,762
Corporate communication 92,547 47,599
Rent and parking 37,786 23,101
Travel 41,393 58,144
Salaries and benefits 517,046 270,616
Meals and entertainment 20,244 35,185
Marketing 35,922 39,818
Conferences 14,082 8,443
Loss on redemption of GIC - 1,038
Share-based compensation 12 244,283 1,532,178

1,147,947 2,137,282 

Net income (loss) and comprehensive income (loss) for  
the year $ 505,305 $ (1,913,306)

Net income (loss) per common share  
    Basic and diluted 13 $                    0.00 $ (0.02)

Weighted average number of common shares outstanding
      Basic and diluted 13 185,256,640 114,577,565                   
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Total  
Shares  Warrants Contributed shareholders’ 

outstanding Share capital surplus Deficit equity 

Balance at May 1, 
2019 185,966,168 $ 22,061,737 $ 4,556,922 $ 1,566,334 $ (19,639,537) $ 8,545,456 
Issue of units, net of costs 2,222,222  44,950 -   - 44,950
Shared based compensation - - - 244,283 - 244,283
Shares cancelled                          (6,197,000) (122,165) (122,165)
Comprehensive income for  
the year - - - - 505,305   505,305 

Balance at April 30, 
2020 181,991,390 $ 21,984,522 $ 4,556,922 $ 1,810,617 $ (19,134,232) $ 9,217,829 

Balance at May 1, 
2018 16,431,428 $ 17,757,383 $ - $ 33,256 $ (17,726,231) $ 64,408 
Issue of units, net of costs 169,324,740  4,283,454 4,557,822 -   - 8,841,276
Exercise of options 200,000 20,000 - - - 20,000 
Exercise of warrants                           10,000  900                    (900) 900 900 
Share based compensation                           -  -                           -  1,532,178 1,532,178
Comprehensive loss for  
the year - - - - (1,913,306)   (1,913,306) 

Balance at April 30, 
2019 185,966,168 $ 22,061,737 $ 4,556,922 $ 1,566,334 $ (19,639,537) $ 8,545,456 

The accompanying notes are an integral part of these financial statements. 
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For the years ended April 30 2020 2019
Notes 

Operating activities 
Net income (loss) for the year $ 505,305   $ (1,913,306)
Adjustments for:

Interest income (852,429) -
Depreciation                                                 9 1,682 1,169
Share-based compensation                           12 244,283 1,532,178           
Gain on settlement of note receivable 7 (700,345) -
Unrealized foreign exchange gain (244,478) -
Unrealized loss on investments 10 144,000 -
Trade and other receivables 241,376 (250,050)
Prepaids 35,912 (35,079)
Deposits - (2,500)
Accounts payable and accrued liabilities 17,761 49,227              

(606,933) (618,361)

Purchase of investments 10 (90,000) -
Issuance of notes receivable                             7 (4,000,000) (3,250,000)
Payments of notes receivable 7 3,250,000 -
Interests received 405,183 -

Net cash used in operating activities (1,041,750) (3,868,361)

Financing activities
Issue of common shares, net of issuance costs 11 - 3,056,415
Issue of warrants, net of issuance costs                - 5,805,761
Retirement of common shares                                11 (122,165) -
Advance to related parties 15 (146,618) -
Decrease (increase) in subscription receivable 200,000 (200,000)
Net cash (used in) provided by financing activities (68,783) 8,662,176            

Investing activities
Property and equipment expenditures             9 - (9,151)
Net cash used in investing activities - (9,151)

Change in cash (1,110,533) 4,784,664                

Cash, beginning of year 4,856,455  71,791

Cash, end of year $    3,745,922 $      4,856,455

The accompanying notes are an integral part of these financial statements. 
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1. Nature and continuance of operations 

Prior to September 24, 2018, Top Strike Resources Corp. (“Top Strike” the "Company") had no activity and 
had not earned significant revenues.  The Company has evaluated several oil and gas as well as other 
opportunities while focusing on international and domestic oil and gas projects but has expanded its scope to 
consider other industries as well.  

On September 24, 2018, the Company announced the completion of a recapitalization financing, the 
appointment of a new management team and Board of Directors and commencement of trading on the 
Canadian Securities Exchange.  The transactions have transitioned the Company from an oil and gas issuer to 
a merchant capital firm, operating as “Vencanna Ventures Inc.”, and aims to provide capital to early-stage 
global cannabis initiatives, including state compliant opportunities in the United States. 

The Company trades under the symbol “VENI” on the Canadian Securities Exchange and under the symbol 
OTCQB Venture Market (“OTCQB”), a US trading platform operated by the OTC Market Group in New 
York.  The Company’s principal place of business is located in Calgary, Alberta.  The address of the 
Company’s head office is Suite 310, 250 6th Avenue SW, Calgary, Alberta, T2P 3H7. 

In early March, 2020, the World Health Organization declared COVID-19 a global pandemic. This contagious 
disease outbreak and any related adverse public health developments, has adversely affected workforces, 
economies and financial markets globally, leading to an economic downturn. The impact on the Company is 
not currently determinable, but management continues to monitor the situation.  

2. Basis of preparation 

(a) Statement of compliance 

These financial statements have been prepared in accordance with International Financial Accounting 
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) an in effect on 
May 1, 2019.   

These financial statements were approved and authorized for issuance by the Board of Directors on August 
26, 2020. 

(b) Basis of measurement 

These financial statements have been prepared on a historical cost basis, except for share-based payment 
transactions, investments and convertible debentures which have been measured at fair market value. 

(c) Functional and presentation currency 

The Company’s presentation currency is Canadian dollars.  The functional currency of the Company is 
Canadian dollars. 

3. Significant accounting policies 

The accounting policies set out below have been applied consistently to all periods presented in these financial 
statements and have been applied consistently by the Company. 

(a) Cash  

Cash include cash on hand and in banks. 
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3. Significant accounting policies (continued) 

(b) Equipment 

Equipment is recorded at cost and is depreciated over its estimated useful lives as follows: 
 Computer equipment 30% declining balance 
 Equipment 20% declining balance  
 Furniture 20% declining balance

(c) Impairment of non-financial assets 

At the end of each reporting period, the Company reviews the carrying amounts of its long-lived assets to 
determine whether there is any indication that those assets have suffered an impairment loss. If any such 
indication exists, the recoverable amount of the asset is estimated to determine the extent of the 
impairment loss (if any). A cash generating unit (“CGU”) is the smallest identifiable group of assets that 
generates cash inflows that are largely independent of the cash inflows of other assets.  

Recoverable amount is the higher of fair value less costs of disposal and value in use. Fair value less costs 
of disposal is determined to be the amount for which the asset could be sold in an arm’s length transaction. 
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific 
to the asset for which the estimates of future cash flows have not been adjusted.  If the recoverable amount 
of an asset or CGU is estimated to be less than its carrying amount, the carrying amount of the asset or 
CGU is reduced to its recoverable amount. An impairment loss is recognized immediately in the 
Statements of Income (Loss) and Comprehensive Income (Loss). 

Where an impairment loss subsequently reverses for assets with a finite useful life, the carrying amount 
of the asset or CGU is increased to the revised estimate of its recoverable amount, but so that the increased 
carrying amount does not exceed the carrying amount that would have been determined had no impairment 
loss been recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized 
immediately in the Statement of Income (Loss) and Comprehensive Income (Loss). 

(d) Financial instruments 

Recognition and measurement 

Financial instruments are required to be classified into one of the following categories:  amortized cost, 
fair value through other comprehensive income (“FVOCI”) or fair value through profit or loss (“FVTPL”).  
All financial instruments are measured at fair value on initial recognition.  Measurement in subsequent 
periods depends on the classification of the financial instrument.  Transaction costs are included in the 
initial carrying amount of financial instruments except for financial instruments classified as FVTPL in 
which case transaction costs are expensed as incurred.   

Financial assets and liabilities are recognized initially on the trade date, which is the date on which the 
Company becomes a party to the contractual provisions of the instrument.  The Company derecognizes a 
financial liability when its contractual obligations are discharged, cancelled or expire.  

A financial asset is measured at amortized cost if it meets both of the following conditions:   

 it is held within a business model whose objective is to hold assets to collect contractual cash 
flows, and, 

 its contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and/or interest of the principal amount outstanding. 
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3.         Significant accounting policies (continued) 

A financial asset is measured at FVOCI if it meets both of the following conditions: 

 it is held within a business model whose objective is both to hold assets to collect contractual 
cash flows and to potentially sell financial assets, and, 

 its contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and/or interest of the principal amount outstanding. 

All financial assets not classified as and measured at amortized costs or FVOCI as described above are 
measured at FVTPL when doing so eliminates or significantly reduces a measurement of recognition 
inconsistency. 

A financial liability is generally measured at amortized cost, with exceptions that may allow for 
classification as FVTPL.  The Company may also, at initial recognition, irrevocably designate a financial 
liability as measured at FVTPL when doing so eliminates or significantly reduces a measurement of 
recognition inconsistency. 

Amortized Cost 
The Company classifies its note receivable, trade and other receivables, and trade and other payables at 
amortized cost. The contractual cash flows received from the financial assets are solely payments of 
principal and interest and are held within a business model whose objective is to collect the contractual 
cash flows. These financial assets and financial liabilities are subsequently measured at amortized cost 
using the effective interest method. 

FVTPL 
The Company classifies its cash and investments including its convertible note at FVTPL.  Financial assets 
and liabilities classified as FVTPL are subsequently measured at fair value with changes in fair value 
charged immediately to the Statement of Income (Loss) and Comprehensive Income (Loss).   

Fair value 
The fair value of financial instruments that are actively traded in organized financial markets is determined 
by reference to quoted market bid prices at the valuation date.  For financial instruments that have no 
active market, fair value is determined using valuation techniques including the use of recent arm’s length 
market transactions, reference to the current market value of equivalent financial instruments and 
discounted cash flow analysis.

Share capital 
Common shares are classified as equity.  Incremental costs directly attributable to the issue of common 
shares and stock options are recognized as a deduction from equity, net of any tax effects. 

(e) Investments in associates and subsidiaries 

The Company meets the criteria required to be considered an “investment entity” under IFRS 10 
Consolidated financial statements.  In cases where the Company has control or significant influence over 
a Company, the Company values such investments as financial assets at FVTPL. 

(f) Share-based compensation 

The Company accounts for share-based compensation granted to directors, officers, employees and 
consultants using the Black-Scholes option-pricing model to determine the fair value of the plan at grant 
date.   An estimated forfeiture rate is incorporated into the fair value calculated and adjusted to reflect the 
actual number of options that vest.  Share-based compensation expense is recorded and reflected as share-
based compensation expense over the vesting period with a corresponding amount reflected in contributed 
surplus.  At exercise, the associated amounts previously recorded as contributed surplus are reclassified 
to share capital.   
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3.        Significant accounting policies (continued) 

(g) Revenue recognition 

Interest income is recognized on an accrual basis and is shown on the Statement of Income (Loss) and 
Comprehensive Income (Loss) and consists of interest earned on the note receivable and convertible note 
balances. 

(h) Per share amounts 

Basic per share amounts are computed by dividing net income (loss) by the weighted average number of 
common shares outstanding for the period.  Diluted per share amounts are calculated giving effect to the 
potential dilution that would occur if stock options or other dilutive instruments were exercised into  

common shares.  The treasury stock method assumes that any proceeds upon the exercise of dilutive 
instruments, including remaining unamortized compensation costs, would be used to purchase common 
shares at the average market price of the common shares during the period. 

(i) Income taxes 

Income tax expense comprises current and deferred tax.   Income tax expense is recognized in profit or 
loss except to the extent that it relates to items recognized directly in equity, in which case it is recognized 
in equity. 

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 
substantively enacted at the reporting date, and any adjustments to tax payable in respect of previous years.

Deferred tax is recognized providing for temporary differences between the carrying amounts of assets 
and liabilities for financial reporting purposes and the amounts used for taxation purposes.   Deferred tax 
is not recognized on the initial recognition of assets or liabilities in a transaction that is not a business 
combination.  In addition, deferred tax is not recognized for taxable temporary differences arising on the 
initial recognition of goodwill.  Deferred tax is measured at the tax rates that are expected to be applied to 
temporary differences when they reverse, based on the laws that have been enacted or substantively 
enacted by the reporting date.  Deferred tax assets and liabilities are offset if there is a legally enforceable 
right to offset, and they relate to income taxes levied by the same tax authority on the same taxable entity, 
or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their 
tax assets and liabilities will be realized simultaneously. 

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be 
available against which the temporary difference can be utilized.  Deferred tax assets are reviewed at each 
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be 
realized.  

(j) Determination of fair value 

A number of the Company’s accounting policies and disclosures required the determination of fair value, 
both for financial and non-financial assets and liabilities.  Fair values have been determined for 
measurement and/or disclosure purposes based on the following methods.  When applicable, further 
information about the assumptions made in determining fair values is disclosed in the notes specific to 
that asset or liability. 

Fair Value Hierarchy 
Financial instruments that are measured subsequent to initial recognition at fair value are grouped into  
three categories based on the degree to which fair value is observable: 

Level 1 – Quoted prices are available in active markets for identical assets or liabilities as of the reporting 
date.  Active markets are those in which transactions occur in sufficient frequency and volume to provide 
pricing information on an ongoing basis; 
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3.        Significant accounting policies (continued) 

Level 2 – Valuations are based on inputs other than quoted prices included in Level 1 that are observable 
for the asset or liability, either directly or indirectly; including forward prices for commodities, time value 
and volatility factors which can be substantially observed or corroborated in the marketplace; and 

Level 3 – Inputs that are not based on observable data for the asset or liability. 

Financial instruments comprising of cash, trade and other receivables, and accounts payable and accrued 
liabilities. The fair values of these financial instruments approximate their carrying amounts due to their 
short term to maturity.  The Company’s policy is to recognize transfers in and out of the fair value 
hierarchy as of the date of the event or change in circumstances that caused the transfer.  There were no 
such transfers during the period.  For more complex instruments including Level 3 investments the 
Company uses recognized valuation models.   

4.        Management judgments and estimates 

       The timely preparation of the financial statements requires management to make judgments, estimates and    
assumptions that affect the application of accounting policies and reported amounts of assets and liabilities and 
income and expenses.  Accordingly, actual results may differ from these estimates.  Estimates and underlying 
assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected.  Significant estimates and judgments 
made by management in the preparation of these financial statements are out-lined below. 

       Critical judgments in applying accounting policies 

The following are the critical judgments, apart from those involving estimations (see below), that management 
has made in the process of applying the Company’s accounting policies and that have the most significant 
effect on the amounts recognized in these financial statements. 

(a) Recognition of deferred income tax assets 

The recognition of deferred income tax assets requires judgments regarding the likelihood and 
applicability of future income tax deductions.  Deferred tax assets (if any) are recognized only to the 
extent it is considered probable that those assets will be recoverable.  This involves an assessment of 
when those deferred tax assets are likely to reverse and a judgment as to whether or not there will be 
sufficient taxable profits available to offset the tax assets when they do reverse.  This requires assumptions 
regarding future profitability and ability to apply income tax deductions. 

(b) Fair value of financial instruments 

        For Level 3 investments and complex instruments where quoted prices are not readily available the 
Company values its investments using recognized valuation models. Some or all of  the significant inputs 
into these models may not be observable in the market, and are derived from market prices or rates or 
are estimated based on assumptions.  Valuation models that employ significant unobservable inputs 
require a higher degree of management judgment and estimation in the determination of fair value.  

        In determining fair value for these types of instruments:  the history and nature of the business; operating  
results and financial conditions; the general economic, industry and market conditions; capital market 
and transaction market conditions; contractual rights relating to the investment; comparable trading and 
transaction multiples, where applicable; and other pertinent considerations are taken into consideration.  
Adjustments to the carrying value of the investments may also be determined when there is pervasive and 
objective evidence of a decline in the value of the investment, as indicated by an assessment of the 
financial condition of the investment based on operational results, forecasts and other developments since 
acquisition.  
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4.        Management judgments and estimates (continued) 

Although the Company believes that its estimates of fair value for Level 3 investments are appropriate, 
the use of different methodologies or assumptions could lead to different measurements of fair value.   

(c) Other key sources of estimation uncertainty 

The following are the key assumptions concerning the sources of estimation uncertainty at the end of the 
reporting period that have a significant risk of causing adjustments to the carrying amounts of the assets 
and liabilities. 

Income taxes 

Tax provisions are based on enacted or substantively enacted laws.  Changes in those laws could affect 
amounts recognized in profit or loss both in the period of change, which would include any impact on 
cumulative provisions, and in future periods.  Deferred tax assets (if any) are recognized only to the extent 
it is considered probable that those assets will be recoverable.  This involves an assessment of when those 
deferred tax assets are likely to reverse and a judgment as to whether or not there will be sufficient taxable 
profits available to offset the tax assets when they do reverse.  This requires assumptions regarding future 
profitability and is therefore inherently uncertain.  To the extent assumptions regarding future profitability 
change, there can be an increase or decrease in the amounts recognized in respect of deferred tax assets 
as well as the amounts recognized in profit or loss in the period which the change occurs. 

Share-based payments 

The Company measures the cost of its share-based payments to directors, officers, employees and 
consultants by reference to the fair value of the equity instruments at the date at which they are granted.  
The assumptions used in determining fair value include share price, expected lives of the options, risk-
free rates of return, share price volatility and the estimated forfeiture rate.  Changes to assumptions may 
have a material impact on the amounts presented. 

5. Cash 

Cash at the end of the reporting period as shown in the statement of financial position are comprised of: 

As at            April 30, 2020 April 30, 2019 

Cash and bank balances $           3,745,922            $ 4,856,455 

6. Subscriptions receivable  

Pursuant to the Insider Private Placement on September 24, 2018, $200,000 of the proceeds were held in trust 
by the Company’s legal counsel.  Proceeds were released from trust to the Company during the year.  The 
balance as at April 30, 2020 is Nil (2019 - $200,000).   

7. Note receivable 

Medical Investor Holdings LLC (d.b.a. Vertical Companies) (“Vertical”) 

On July 19, 2019, the Company entered into a $4,000,000 loan agreement with Vertical for inventory 
expansion and general working capital purposes (the “Vertical Loan”).  The principal of the note accrued 
interest at an annual rate of 30% per annum.  Upon maturity, the principal balance of the note is payable along  
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7.        Note receivable (continued) 

with the right to purchase 54,176 warrants to acquire class B units of Vertical at an exercise price of US$22.15 
for up to two years from the maturity date.  

On February 20, 2020, the Vertical loan, including the right to acquire 54,176 Vertical Class B units was settled 
with the assignment of a US denominated convertible debenture held by Vertical.  The principle and accrued 
interest of the Vertical loan was $4,239,129 on the settlement date.  The fair market value of the convertible 
debenture (Note 10) upon settlement was $4,939,474; resulting in a gain on settlement of the Vertical loan of 
$700,345.  

Ionic Brands Corp. 

On January 30, 2019, the Company entered into a loan of $3,250,000 to Ionic Brands Corp. (“Ionic”, formerly 
Blacklist Holdings, Inc. for inventory expansion into its markets and general working capital purposes (the 
“Loan”).  The Loan matured on May 15, 2019, at which time Ionic repaid the Loan in its entirety. 

8. Trade and other receivables 

The Company’s trade and other receivables are exposed to the risk of financial loss if a counterparty to a 
financial instrument fails to meet its contractual obligations.   

Top Strike’s trade and other receivables consist of:

As at April 30, 2020 April 30, 2019 
Interest due from the note receivable (note 7) $ - $ 222,857 
GST receivable 9,601 28,120 

$ 9,601 $  250,977 

9. Equipment 

Cost Computer 
 Furniture equipment Equipment Total 

Balance at May 1, 2018 $ - $ - $ - $ -
Additions 2,227 6,482  442 9,151   
Balance at April 30, 2019 $ 2,227 $ 6,482 $ 442 $ 9,151 
Additions -  -  - -

Balance at April 30, 2020 $ 2,227 $ 6,482 $ 442 $ 9,151

Accumulated depreciation Computer  
 Furniture equipment Equipment Total 

Balance at May 1, 2018 $ - $ - $ - $ -
Depreciation 214 913  42 1,169    
Balance at April 30, 2019 $ 214 $ 913 $ 42 $ 1,169 
Depreciation 367  1,241  74 1,682 

Balance at April 30, 2020 $ 581 $ 2,154 $ 116 $ 2,851

Net book value Computer  
 Furniture equipment Equipment Total 

Balance at April 30, 2019 $ 2,013 $ 5,569 $ 400 $ 7,982
Balance at April 30, 2020 $ 1,646 $ 4,328 $ 326 $ 6,300
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10. Investments 

Galenas New Jersey LLC (“Galenas NJ”) 

On August 8, 2019, the Company purchased an approximate 15% interest in Galenas NJ for $90,000.  On 
December 18, 2019,  the Company acquired an additional 22.5% interest in Galenas NJ from Vertical with a 
settlement of accrued interest of $127,950 on Vertical Loan (note 7) . On January 14, 2020, the Company 
issued 2,222,222 common shares at a share price of $0.02 to Medical Investment Fund LLC (“MIF”) for 
exchange of  additional 22.5% interest in Galenas NJ. Upon closing, the Company owns approximately 60% 
of Galenas NJ.  As at April 30, 2020, The Company considers itself to constitute an investment entity as 
defined under IFRS 10.  As a result, this investment is recorded at fair value on the Company’s statement of 
financial position.   

Investments in Galenas NJ is measured at FVTPL, and considered to be under Level 3 fair value hierarchy.    
The fair value of this investment as at April 30, 2020 is $118,900.  The fair value was determined based on 
most recent comparable arm’s length transactions.  During the year ended April 30, 2020, the Company 
recorded an unrealized loss on the investments of $144,000. 

Convertible promissory note 

On February 20, 2020, the Company was assigned a convertible promissory note (“GOH Note”) as settlement 
for the note receivable to Vertical (Note 7).  The GOH Note was originally issued by Galenas LLC for the 
principal sum of US$3,300,000 on July 12, 2018 with interest accruing at a rate of 8% per annum.  The holder 
of the GOH Note has the option to convert the note into a 35% non-dilutive interest in Galenas LLC anytime 
prior to the maturity date of July 1, 2021.  Upon maturity the entire unpaid principal balance and all accrued 
interest on the note shall become due and payable.  

The GOH Note is measured at FVTPL, and considered to be under Level 3 fair value hierarchy.  The fair value 
of this investment as at April 30, 2020 is $5,264,120.   The fair value of the GOH Note was determined based 
on operating results, current financial and market conditions, and comparable market transactions.   

11. Share capital 

(a) Authorized: 

Unlimited number of common shares with no par value. 

(b) Issued 

Number 
of shares Amount

Balance May 1, 2018 16,431,428 $  17,757,383 
      Issued by private placement 169,324,740        4,949,843 
   Share issue costs -         (666,389) 
      Issued on exercise of options 200,000    20,000 
      Issued on exercise of warrants 10,000         900 

Balance at April 30, 2019 185,966,168    22,061,737 
Issued by acquisition                                                          2,222,222                                       44,950                                

      Cancelled                                                                           (6,197,000)                                  (122,165) 

Balance at April 30, 2020 181,991,390  $ 21,984,522 

On September 16, 2019, the Company commenced a Normal Course Issuer Bid (NCIB).  Under which 
the Company may purchase up to 5% of its issued and outstanding common shares.  During the year, the 
Company purchased 6,197,000 of the eligible 9,298,308 common shares at a cost of $121,165.  All 
6,197,000 were held in treasury until 2,803,000 were cancelled on November 13, 2019 and 3,394,000 
common shares on April 23, 2020.  
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11.         Share capital (continued) 

On January 14, 2020, in connection with the purchase of additional interest in the investment in Galenas 
New Jersey LLC, the Company issued an additional 2,222,222 common shares in exchange for 22.5% of 
the outstanding interest in the entity.   

(c) Warrants 

Number 
of warrants Amount

Balance at May 1, 2018 - $ - 
     Issued by private placement 117,711,059        5,072,045              
     Warrant issue costs -    (514,223) 
     Exercise of warrants                                                          (10,000)        (900) 

Balance at April 30, 2019 and 2020  117,701,059 $ 4,556,922 

Each whole Warrant entitled the holder to acquire one Common Share as follows: 

Number of warrants Purchase price Expiry date 

  49,546,915 $0.09                     September 24, 2021 
  31,497,766 $0.06 September 24, 2023 
  11,497,248 $0.09 October 19, 2021 
  22,054,811 $0.06 October 19, 2023 
    3,104,319 $0.09 January 16, 2022 

117,701,059 

The fair value of the Warrants was determined using a Black-Scholes option pricing model using the 
following assumptions: 

Risk-free rate (%) 1.91 – 2.40 % 
Expected life (years) 3 – 5 years 
Contractual life (years) 3 – 5 years 
Expected volatility (%)                                                                         100% 
Expected dividend yield                                                                                - 

12.        Share-based compensation  

The Company has a share option plan for directors, officers, employees and consultants of the Company 
whereby share options representing up to 10% of the issued and outstanding common shares can be granted 
by the Board of Directors.  On September 2018 and August 2019, the Company granted 12,466,740 and 
5,000,000 share options respectively for a term of five years which 1/3 vest immediately, 1/3 vest on the first 
anniversary and 1/3 on the second anniversary.  The exercise price of each option equals no less than the market 
price of the Company’s common shares on the date of grant. 

The Company accounts for share-based compensation granted to directors, officers, employees and consultants 
using the Black-Scholes option-pricing model to determine the fair value of the plan at grant date.   Share-
based compensation expense is recorded and reflected as share-based compensation expense over the vesting 
period with a corresponding amount reflected in contributed surplus.   
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12.        Share-based compensation (continued) 

A summary of stock options outstanding as at April 30, 2020 and 2019 is as follows: 

Options Weighted average 
exercise price 

              Balance, April 30, 2018 900,000 $0.10 
Exercised (200,000) $0.10 
Expired    (700,000) $0.10 
Granted 12,466,740 $0.06
Balance, April 30, 2019 12,466,740 $0.06 
Granted 5,000,000                                             $0.03 

Balance, April 30, 2020 17,466,740 $0.05 

As at April 30, 2020, 9,977,827 (2019 – 4,155,580) options are exercisable at $0.05 with a weighted average 
life remaining of 3.7 years (2019 – 4.4 years).   

Total share-based compensation recorded during the year ended April 30, 2020 was $244,283 (2019 - 
$1,532,178). The Company values share-based compensation by using the Black-Scholes option pricing 
model. Stock options granted during the year are valued using the following inputs.  

Year ended April 30  2020  2019 

Volatility 149.5% 100% 
Life 5 years 5 years 
Risk-free interest rate 1.75% 2.2% 
Exercise price $0.03 $0.06 
Dividend yield nil nil 

13. Per share amounts 

Basic loss per share is calculated based on net loss and the weighted-average number of common shares 
outstanding.  The Company has recorded a loss in each of the years presented and therefore any addition to 
basic shares is anti-dilutive. 

Year ended April 30  2020  2019 

Income (loss) for the year $    505,305 $     (1,913,306)  
Weighted average number of common shares 
 (basic and diluted) 185,256,640 114,577,565 

Basic and diluted loss per share $     0.00 $      (0.02) 

At April 30, 2020, there were 17,466,740 (2019 – 12,466,740 ) stock options considered anti-dilutive. 
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14. Compensation of key management personnel 

The Company considers its directors and executives to be key management personnel. The key management 
personnel compensation is comprised of the following: 

Year ended April 30 2020 2019 

Share-based compensation $ 236,955 $ 1,458,364 
Salaries, consulting and professional fees   427,672 225,802 

$ 664,627 $           1,684,166    

As at April 30, 2020, amount payable to directors and executives was $18,367 (2019 - $Nil). 

15. Related party transactions 

During the year ended April 30, 2020, the Company paid accounting fees of $8,600 (2019 - $15,003) to a 
company controlled by a former officer of the Company.  In addition, during the year ended April 30, 2020, 
$113,612 (2019 - $nil), was paid to a law firm at which the Corporate Secretary of the Company is a Partner. As 
at April 30, 2020, accounts payable and accrued liabilities included amounts payable to related parties totaling 
$24,428 (2019 - $6,000) for above professional fees. 

From March 25, 2020 to April 23, 2020, the Company loaned its directors, executives and employees $218,190 
restricted to the sole purpose of purchasing Company shares on the open market.  The related party loans are 
payable upon demand by the Company, are secured by the underlying stock purchased and bear zero interest.  
$71,572 of the loan balances have been repaid leaving $146,618 outstanding as at April 30, 2020.   

During the year ended April 30, 2020, the Company acquired 22.5% interest In Galenas NJ from MIF and 
22.5% interest from Vertical (Note 10).  Jon Sharun and Smoke Wallin, directors of the Company, are a partner 
of MIF  and Chairman of Vertical, respectively.  Both Mr. Sharun and Mr. Wallin abstained from voting at the 
director’s meeting of the Company on the investment in Galenas NJ.  In its consideration and approval of the 
investment, the board of directors of the Company determined that the Investment was exempt from the formal 
valuation and minority approval requirements of MI-101 on the basis that the fair market value of the 
investment, as it relates to the related parties, did not exceed 25% of the market capitalization of the Company. 

On February 21, 2020, the Company announced the purchase of the GOH Note where the purchase price was 
satisfied through the release and discharge of all amounts owing of the Company under the Vertical Loan, 
resulting in the retirement and settlement of the Vertical Loan.  Smoke Wallin, a director of the Company, is 
the Vice Chairman of Vertical.  Mr. Wallin abstained from voting at the director’s meeting of Vencanna 
regarding the GOH Note.  

16.        Management of capital 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the 
Company, in order to support its activities as a merchant capital firm.  The Board of Directors does not establish 
quantitative return on capital criteria for management, but rather relies on the expertise of the Company’s 
management to sustain future development of the business.  

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a 
going concern and to maintain a flexible optimized capital structure in order to pursue state compliant cannabis 
investments focused throughout the value chain.   In the management of capital, the Company includes its cash 
balances and components of shareholders’ equity (deficiency).  The Company manages the capital structure  
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16.        Management of capital (continued) 

and makes adjustments to it in light of changes in economic conditions and the risk characteristics of the 
underlying assets.  To maintain or adjust the capital structure, the Company may attempt to issue new shares, 
issue debt, acquire or adjust the amount of cash and cash equivalents and investments. 

At this stage of the Company’s development, in order to maximize on-going development efforts, the Company 
does not pay out dividends.   Management reviews its capital management approach on an on-going basis and 
believes that this approach, given the relative size of the Company, is reasonable.   

There were no changes in the Company’s approach to capital management during the year ended April 30, 
2020.  The Company is not subject to externally imposed capital requirements.   

17.        Financial risk management 

As at April 30, 2020, the carrying values of cash, balances due from related parties, trade and other receivables 
and trade and other payables approximate their fair values due to their short terms to maturity. 

Financial risks 

The Company has exposure to the following risks from its use of financial instruments: 
 Credit risk 
 Liquidity risk 
 Market risk

Credit risk 

Credit risk represents the risk associated with the inability of a counterparty to fulfill its financial obligations.  
The Company is exposed to credit risk through cash, trade and other receivables, due from related parties and 
its investments in loans and convertible debentures in its investee companies. 

The cash balance is primarily held in a chequing account at a reputable financial.  Trade and other receivables 
consist of amounts due from secured related party loans.  The Company’s has no significant concentration of 
credit risk from cash and trade and other receivables. 

The Company manages credit risk through careful selection and monitoring of its investments.  The convertible 
note is managed through active review of the financial performance of the issuer, Galenas LLC.  

The Company’s maximum exposure to credit risk as at April 30, 2020 is $9,166,261 (2019 - $8,557,432). 

Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.  
The Company endeavors to ensure that there are sufficient funds to meet its short-term business requirements, 
taking into account its anticipated cash flows from operations and its holding of cash. 

As at April 30, 2020, the Company had cash of $3,745,922 (2019 - $4,856,455) to settle current liabilities of 
$76,132 (2019 - $58,370). 

Historically, the Company's sole source of funding has been the issuance of equity securities for cash, primarily 
through private placements and loans from related and other parties. The Company’s access to financing is 
always uncertain. There can be no assurance of continued access to significant equity funding. 
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17.   Financial risk management (continued) 

Market risk 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign 
exchange rates, and equity prices.  

(a) Interest risk

 The Company is exposed to interest rate risk to the extent that the cash maintained at its banking 
institution is subject to floating rates of interest.  The interest rate risk on cash is not considered 
significant. 

As of April 30, 2020, the Company had a convertible debenture of $5,264,120 from an American 
participant in the cannabis industry.  The interest rate on the loan is fixed, and as such, the Company 
is not exposed to significant interest rate risk.   

(b)          Foreign currency risk  

As of April 30, 2020, the Company owns a convertible debenture denominated in American Dollars.  
The Company’s objective in managing its foreign currency risk is to minimize its net exposure to 
foreign currency cash flows by transacting with third parties in the functional currency when possible.  
The Company is exposed to currency rate risk from fluctuations in the value of its investments which 
are denominated in $US.  The Company does not currently use foreign exchange contracts to hedge 
its exposure to foreign currency risk. 

As at April 30, 2020, a 1% foreign exchange differential of the American Dollar, with all other factors 
remaining constant, would result in $52,000 change in income (loss). 

18.        Income taxes 

(a) Income tax reconciliation 

The Company’s income tax provision differs from that which would be expected from applying the 
combined effective Canadian federal and provincial income tax rate 25.8% (2019– 27.0%) to the net 
loss before income taxes as follows: 

2020 2019 

Income (Loss) before taxes $ 505,305 $ (1,913,306) 
Tax rate 25.8%                                    27% 

Expected income tax recovery 130,537 (516,593) 

Rate change and other 214,053 - 
Share-based compensation 63,106 413,688 
Non-deductible expenses 2,615 4,751 
Share issuance cost - (179,925) 
Investments (19,103) - 
Change in unrecognized deferred tax asset (319,208) (278,079) 
Income tax expense (recovery) $ - $ - 

The statutory tax rate decreased from 27% to 25% due to a decrease in the federal tax rate. The federal 
tax rate decreased to 26% and 25% effective on July 1, 2019 and January 1, 2020 respectively. 
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18.        Income taxes (continued) 

(b) Temporary differences 

The components of the Company’s deferred tax liability are as follows: 

2020 2019 

Investments                $    (17,097) $             - 
Non-capital losses carried forward 17,097 - 

$              -                           $             - 

The following provides the details of unrecognized deductible temporary differences and unused 
losses for which no deferred tax asset has been recognized: 

2020 2019 

Exploration and development expenditures and PPE              $3,370,501 $3,386,119 
Share issue expense 399,834 533,112 
Non-capital losses carried forward 2,841,400 3,386,458 
Capital losses carried forward 1,729,554 1,729,554 

A valuation allowance to eliminate the recognition of the benefits of the temporary differences has 
been recorded as management believes it is more likely than not that the benefits will never be 
utilized. 

(c) Non-capital losses 
The Company’s non-capital losses expire as follows: 

($000s)  
2026 $   275
2027 788
2028 432
2029 235
2030 203
2031 14
2032 81
2033 89
2034 105
2035 21
2036 24
2037 76
2038 20
2039 496

$2,859

(d) Capital losses 

The Company has capital losses which can be carried forward indefinitely to offset future capital 
gains.  As of April 30, 2020, the Company has $1,729,554 (2019 - $1,729,554) capital losses carried 
forward. 
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19.        Subsequent event 

On July 3, 2020, the Company announced the issuance of an Unsecured Convertible Debenture in the principal 

amount of US$1,300,000 (the “Debenture”) to a private investment fund (the “Holder”).  The Debenture 

matures on July 3, 2022, with an interest rate of 8.0%, and is convertible at the option of the Holder into 

26,000,000 common shares of the Company (“Shares”).  The Company may, in its sole discretion, extend the 

maturity date an additional two years, in which case the interest rate shall be 9.2% and the Holder may convert 

the debenture at its option into 29,900,000 Shares.  Interest shall accrue and be payable on January 31, April 

30, July 31, and October 31 of each year with the initial payment being due July 31, 2020.  The Company may 

elect to defer the accrued interest or pay the accrued interest in cash or Shares at the prevailing share price (or 

any combination thereof).  The Company may force conversion if the Company’s 20-day VWAP equals to or 

exceeds US$0.075 per Share.   Further, if the $1.3 MM Galenas Note (defined below) is retired or sold at less 

than the outstanding under the $1.3 MM Galenas Note, the amount owning under the Debenture shall be 

reduced by the same amount. 

Proceeds from the Debenture will be used to purchase from the Holder a convertible promissory note, issued 
by Galenas LLC, with a face value of US$1.3 million, interest of US$10,400 payable monthly, and maturing 
on August 1, 2021 (the "$1.3 MM Galenas Note"). 

Jon Sharun, a director of Vencanna, is a partner of the Holder. Mr. Sharun has abstained from voting at the 
director's meeting of Vencanna regarding the issue of the Debenture and the purchase of the $1.3 MM Galenas 
Note (collectively, the “Transaction”).  Due to the involvement of Mr. Sharun, who is a related party of 
Vencanna pursuant to Multilateral Instrument 61-101 – Protection of Minority Security Holders in Special 
Transactions ("MI 61-101"), the Transaction constitutes a "related party transaction" within the meaning of 
MI 61-101.  In its consideration and approval of the Transaction, the board of directors of Vencanna 
determined that the Transaction was exempt from the formal valuation and minority approval requirements of 
MI 61-101 on the basis that the fair market value of the Transaction, as it relates to related parties, did not 
exceed 25% of the market capitalization of Vencanna, in accordance with Sections 5.5 and 5.7 of MI 61-101. 


