
{00014518:1} 

 

 

Management’s Discussion and Analysis 
For the three-month periods ended March 31, 2023, and 2022  

Amended and Restated  



  Amended and Restated 

2 

NOTICE TO READER 

Yerbae Brands Corp. is amending and re-filing the Company’s Management Discussion and 
Analysis for the three months ended March 31, 2023, which was filed on SEDAR on May 30, 2023 
(the “Revised MD&A”). 

The Company has amended and restated this filing as a result of amending and re-filing the 
Company’s unaudited condensed consolidated interim financial statements for the three months 
ended March 31, 2023, together with the accompanying notes hereto (the “Restated Financial 
Statements”).  The Restated Financial Statements reflect the following changes:  

For the three month period ended March 31, 2023, the restatements resulted in an increase in 
total assets of $2,829,183 and an increase in total shareholders equity (deficit) of $2,829,183. 
Total net loss increased by $2,743,000. 

The material adjustments in the revised financial statements were primarily due to the following 
items: 

a) the Company’s recognition and measurement of transactions related to the Transaction which 
was completed during in February 2023 under one time RTO non cash expenses which were 
understated by an aggregate of $2,031,496 as follows: 

i) the Company overstated the amount of non cash listing expense related to Common 
Shares issued pursuant to the Transaction by $3,558,994; 

ii) the Company recognized performance shares issued in conjunction with the 
Transaction during the six month period ended June 30, 2023 instead of during the three 
month period ended March 31, 2023 when the performance shares were issued.  In 
addition, non cash listing expense related to performance shares was understated by 
$4,676,596 which included $2,840,000 that has been reclassified to deferred offering 
costs; and 

iii) the Company corrected non cash listing expense related to finder shares/warrants 
which was originally understated by $913,894. 

b)  the Company reevaluated the volatility index used in the Black Scholes pricing models used, 
which resulted in an increase in other non cash expense by $617,621 which included an increase 
in stock option expense of $49,174 and an increase in warrant expense of $568,447; 

c) the Company recognized certain slotting fees and other advertising and marketing expenses 
originally as operating expenses instead of contra-revenue (discounts) in accordance with the 
requirements of IFRS 15.  Revenue discounts increased by an aggregate of $128,802.This Revised 
MD&A is amended and restated as of November 14, 2023 and should be read in conjunction with 
the Restated Financial Statements. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2023 AND 2022  

The following has been prepared for the purposes of providing management’s discussion and 
analysis of the financial position of Yerbaé Brands Corp. (“Yerbaé” or the “Company”) as of 
March 31, 2023. This Revised MD&A is dated November 14, 2023, and should be read in 
conjunction with the Revised Financial Statements that have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board. All amounts in this Revised MD&A are expressed in US dollars unless otherwise 
indicated.  

NOTE REGARDING FORWARD LOOKING STATEMENTS 

This Revised MD&A contains certain “forward looking information” within the meaning of 
applicable securities laws in Canada. Forward looking information may relate to our future 
financial outlook and anticipated events or results and may include information regarding our 
financial position, business strategy, growth strategies, budgets, operations, financial results, 
taxes, dividend policy, plans and objectives. Particularly, information regarding our expectations 
of future results, performance, achievements, prospects or opportunities or the markets in which 
we operate is forward looking information. In some cases, forward looking information can be 
identified by the use of forward looking terminology such as “plans”, “targets”, “expects” or 
“does not expect”, “is expected”, “an opportunity exists”, “budget”, “scheduled”, “estimates”, 
“outlook”, “forecasts”, “projection”, “prospects”, “strategy”, “intends”, “anticipates”, “does not 
anticipate”, “believes”, or variations of such words and phrases or state that certain actions, 
events or results “may”, “could”, “would”, “might”, “will”, “will be taken”, “occur” or “be 
achieved”. In addition, any statements that refer to expectations, intentions, projections or other 
characterizations of future events or circumstances contain forward looking information. 
Statements containing forward looking information are not historical facts but instead represent 
management’s expectations, estimates and projections regarding future events or 
circumstances. Forward-looking statements in this Revised MD&A include but are not limited to 
statements relating to: 

• our expectations regarding industry trends, overall market growth rates and our growth 
rates and growth strategies; 

• our ability to obtain funding for our operations; 

• the use of available funds; 

• the performance of the Company’s business and operations; 

• our expectations regarding revenues, expenses, and anticipated cash needs; 

• the intention to grow our business and operations; 

• the expected timing and completion of our near-term objectives; 

• laws and regulations and any amendments thereto applicable to us; 

• our competitive advantages and business strategies; 

• our future product offerings; 

• our plans with respect to the payment of dividends; and 
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• the market price for the common shares. 

The forward-looking information in this Revised MD&A is based on our opinions, estimates and 
assumptions in light of our experience and perception of historical trends, current conditions and 
expected future developments, as well as other factors that we currently believe are appropriate 
and reasonable in the circumstances. Despite a careful process to prepare and review the 
forward-looking information, there can be no assurance that the underlying opinions, estimates 
and assumptions will prove to be correct. 

In providing forward-looking information, we have made certain assumptions in respect of: our 
ability to build our market share; the performance of the Company’s business and operations; 
our ability to retain key personnel; our ability to maintain and expand geographic scope; our 
ability to execute on our expansion plans; criticism of energy drink products and/or the energy 
drink market; economic downturn and continued uncertainty in the financial markets and other 
adverse changes in general economic or political conditions, as well as the COVID-19 pandemic 
or other major macroeconomic phenomena; net revenues derived entirely from energy drinks; 
increased competition; relationships with co-packers and distributors and/or their ability to 
manufacture and/or distribute our products; relationships with existing customers; changing 
retail landscape; increases in costs and/or shortages of raw materials and/or ingredients and/or 
fuel and/or costs of co-packing; failure to accurately estimate demand for its products; history of 
negative cash flow and no assurance of continued profitability or positive EBITDA; intellectual 
property rights; maintenance of brand image or product quality; retention of the full-time 
services of senior management; our ability to continue investing in our products to support our 
growth; our ability to obtain and maintain existing financing on acceptable terms; currency 
exchange and interest rates; the impact of competition; the changes and trends in our industry 
or the global economy; the size of the target markets for our products; our ability to maintain, 
expand and protect our intellectual property; and the changes in laws, rules, regulations, and 
global standards. 

The forward-looking information in this Revised MD&A is subject to known and unknown risks 
and other factors that may cause the actual results, level of activity, performance, or 
achievements to be materially different from those expressed or implied, including but not 
limited to the risks described below and the additional risks factors described under the heading 
“Risk Factors”. 

In evaluating forward-looking statements, current and prospective shareholders should 
specifically consider various factors, including the risks outlined under the headings “Financial 
Instruments and Risk Management” and “Risk Factors”. 

The forward-looking statements contained in this Revised MD&A reflect our views and 
assumptions only as of the date of this Revised MD&A. The Company undertakes no obligation 
to update or revise any forward-looking statements after the date on which the statement is 
made, except as required by applicable laws, including the securities laws of Canada. 
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Actual results could differ materially from those anticipated in forward-looking statements stated 
within the Revised MD&A. 

BUSINESS OVERVIEW 

Yerbaé is an innovative and health-focused beverage company that creates clean functional 
plant-based products promoting a healthy lifestyle while leaving a cleaner footprint behind us. 
Yerbaé was the first to mix plant-based ingredients and sparkling water with zero sugar, calories, 
and carbohydrates to produce an energy seltzer that performs without compromise. 

Yerbaé was founded in 2016 to create plant-based energy beverage containing non-GMO White 
Tea and Yerba Mate, a South American herb and a natural source of caffeine that is sustainably 
sourced from South America. Yerbaé’s first beverage was launched in 2017 and in stores by the 
fall of 2017. Yerbaé is engaged in the development, marketing, sale, and distribution of plant-
based energy beverages.  

Yerbaé beverages are created to provide products targeted at consumers seeking healthier 
beverages as an alternative to traditional energy drinks and focused on health, wellness, and 
fitness. The products are formulated to provide a more refreshing taste than coffee, with 
additional benefits to existing sodas and sparkling waters, along with healthier ingredients 
compared to traditional energy drinks. Yerbaé’s products complement a variety of healthy 
lifestyles and diets, such as non-GMO, Keto, Vegan, Kosher, Paleo, and gluten-free diets. As of 
March 31, 2023, Yerbaé’s products are sold and available on Amazon.com, www.yerbae.com and 
sold in over 10,000 retail locations in the US marketplace. 

CORPORATE INFORMATION 

Yerbaé was amalgamated pursuant to the provisions of the Business Corporations Act (British 
Columbia) (“BCBCA”) on February 8, 2023, by articles of amalgamation whereby Kona Bay 
Technologies Inc. (“Kona Bay”), as Yerbaé was known prior to the Transaction (as defined below), 
and 1362283 B.C. Ltd. (“FinCo”), a then wholly owned subsidiary of Kona Bay, amalgamated to 
form “Yerbaé Brands Corp.”. Kona Bay was incorporated pursuant to the provisions of the BCBCA 
on June 30, 2003, and FinCo was incorporated pursuant to the provisions of the BCBCA on May 
11, 2022. Yerbaé is a plant-based energy beverage manufacturer and marketing company that 
produces products for the consumer product industry. 

Yerbaé’s head office is located at 18801 N. Thompson Peak Parkway, Suite D-380, Scottsdale, 
Arizona 85255. Its registered and records office is located at 800-885 West Georgia Street, 
Vancouver, British Columbia, V6C 3H1 and its website is www.yerbae.com. 

 is a registered trademark of the Company in the United States. 

http://www.yerbae.com/
http://www.yerbae.com/
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INTERCORPORATE RELATIONSHIPS 

The following table describes Yerbaé’s subsidiaries, their place of incorporation, continuance or 
formation, and the percentage of the outstanding voting securities beneficially owned, 
controlled, or directed by Yerbaé: 

Name of 
Subsidiary 

Percentage of 
Voting 

Securities 
Owned 

Jurisdiction of 
Incorporation or 

Continuance 

Yerbaé Brands 
Co. 

100% Delaware 

Yerbaé LLC 100% Delaware 

Yerbaé Brands Co. was incorporated under the State of Delaware General Corporation Law 
(the “DGCL”) on August 21, 2020. Yerbaé LLC was organized under the State of Delaware Limited 
Liability Company Act on May 18, 2016. 

General Development of the Business 

Yerbaé is a beverage manufacturer and marketing company that produces products for the 
consumer-packaged goods industry. Since 2016, Yerbaé’s wholly owned subsidiary, Yerbaé LLC, 
a Delaware limited liability company, has conducted the business of Yerbaé. In August 2020, 
Yerbaé Brands Co. was incorporated as a C-Corp in Delaware and became the parent company 
to Yerbaé LLC. Yerbaé owns all interests in each of Yerbaé Brands Co. and Yerbaé LLC and has 
continued operations of the business. 

Yerbaé’s products were sold in roughly 8,000 retail locations in 2022, and now Yerbaé sells in 
approximately 10,000 retail locations 2023. In the three months ended March 31, 2022, Yerbaé 
had $1.5M in net sales which grew to $3.4M in net sales for the three months ended March 31, 
2023. 

Operations 

Yerbaé’s operations team and headquarters are based in Scottsdale, Arizona. As of March 31, 
2023, Yerbaé had 24 employees. Yerbaé develops, markets, sells, and distributes plant-based 
energy beverages. Yerbaé does not directly manufacture its beverages, but instead outsources 
the manufacturing process to established third-party co-packers. Yerbaé sources and provides its 
co-packers and production partners with Yerbaé’s recipes, ingredient blends, flavors, cans, and 
other raw materials to produce Yerbaé’s beverages. All raw materials are sourced by Yerbaé at 
fair market pricing. 

Yerbaé does not own any property, office space, storage space, bottling facilities, or retail spaces. 
Yerbaé currently leases office space in Scottsdale, Arizona. Although Yerbaé’s business is not 
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cyclical, seasonality is typical in the beverage industry. Yerbaé produces and sells its products 
throughout the entire year with the highest sales volumes generally occurring in the second and 
third quarters (spring & fall) while the first and fourth quarters tend to be slightly lower. 

Yerbaé products are currently only sold in the United States. 

Principal products or services 

Yerbaé offers two primary beverage lines with a total of fourteen flavors. Yerbaé’s products are 
currently distributed through an omni-channel distribution network that services more than 
10,000 retail locations, including grocery stores, natural food stores, and food services in the 
United States. 

Yerbaé’s two primary product lines are the 12oz Plant-Based Energy Seltzer Water and 16oz 
Plant-Based Energy Drink. 

12oz Energy Seltzer Water 

Yerbaé’s unsweetened Energy Seltzer Water line is served in a 12oz can with zero sugar and zero 
calories. The beverage offers a lighter flavor than the 16 oz Energy Drink line and contains 100mg 
of caffeine. The 12oz Energy Seltzer Water makes up approximately 10% of Yerbaé’s sales for the 
three-month period ending March 31, 2023. 

16oz Energy Drink 

Yerbaé’s zero calorie 16oz Energy Drink line was introduced to the market in 2020 to provide 
consumers with a greater energy boost. The flavor is more full-bodied than the 12oz Energy 
Seltzer Water and uses non-GMO Stevia as the sweetener. This beverage contains 160mg of 
caffeine without sugar, carbohydrates, or calories, and makes up approximately 90% of Yerbaé’s 
sales for the three-month period ending March 31, 2023. 

Products are generally packaged and sold in 12 and 15 can packs for all its flavors as well as variety 
packs which include an assortment of three flavors. The Company’s website also offers a 
subscription service. 

Yerbaé is consistently optimizing its portfolio and innovating new flavors to continuously deliver 
a new and fresh flavor profile for the ever-changing taste buds of consumers. Yerbaé also intends 
to continue to build sales and distribution throughout the United States through its distribution 
channels and increasing consumer brand awareness through its marketing efforts. 
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The Market 

Yerbaé competes in a large and fast-growing market that is driven by an increased demand for 
energy drinks with a diverse nutritional profile and an increased adoption of healthy lifestyles 
since the COVID-19 pandemic. The US energy-drink industry is estimated to be a $15 billion 
industry and it represents the fastest growing category within the non-alcoholic beverage space, 
rapidly gaining share from soft drinks and juices. Over the last year, the energy drink category 
has seen 8% sales growth compared to 2.8% for all beverages. The U.S. energy drink industry is 
estimated to reach $21 billion in sales by 2026, reflecting a 7% compound annual growth rate.1  

 

The Market Opportunity 

Many consumers are looking for functional beverages with cleaner ingredients and zero sugar, 
and Yerbaé believes it is uniquely positioned to be a significant player in this large addressable 
market and fastest growing non-alcoholic beverage category. 
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Strategy 

Yerbaé is a naturally caffeinated beverage that is revolutionizing the clean energy space with its 
clean, simple, and delicious beverage lineup that gives the body energy from its plant-based 
functional ingredients with Zero Compromise! With 100% commitment to Zero, Yerbaé has 
successfully sold over 28 million cans of product. 

Every part of Yerbaé was created to fit today’s modern diets and serve wellness forward 
consumers. 

Yerbaé’s products were formulated with five key pillars in mind: 

1. Plant Power – Utilizes the power of plants as the source of energy. 

2. Anti-Inflammation – Created without sugar, calories, and carbohydrates or other 
inflammatory ingredients to meet consumer demands. 

3. Diet Friendly – Gluten-free, non-GMO, diabetic friendly and compliant with modern diets 
such as Keto, Paleo, Vegan and intermittent fasting. 

4. Sustainability – Deliver a product that is rooted in sustainability. Yerbaé believes in 
recyclability and the positive impacts that accompany sustainable packaging decisions. 

5. Taste – One of the most important attributes is that the product must taste delicious. 
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Marketing 

Yerbaé has undertaken significant marketing efforts aimed at building sales and brand 
awareness, including digital, social media, sponsorships, TV, and podcasts. Yerbaé also 
undertakes various promotions at the retail level such as display activity, coupons, and other in-
store incentives. 

Distribution Channels 

Since the initial product launch in 2017, Yerbaé has sold over 28 million cans of Yerbaé. Yerbaé’s 
line of products are currently available in over 10,000 retail locations in the US marketplace. 
Yerbaé sells across many retail segments that include wholesale club stores, convenience stores, 
drug stores, grocery stores, natural food stores, mass merchants, food services, and direct to 
consumer, as well as health clubs, gyms, Yoga Studios, and quick serve restaurants.  

Yerbaé uses four main distribution channels to deliver its products to retailers and consumers in 
the United States: 

1. Broadline Distribution – This distribution channel consists of retailers that use third party 
warehouse distribution centers for delivery to their retail outlets such as Vistar, Kehe, 
United Natural Foods, Inc., and others. 

2. DSD (Direct Store Delivery) – This distribution channel comprises of local distributors who 
service nationally-recognized brands, or other independent distribution networks that 
deliver directly to retail stores and merchandise the products on Yerbaé’s behalf. 

3. Direct Distribution – Yerbaé sells its products directly to the retailer and then ships them 
to retailer owned warehouses for store distribution and merchandising. 

4. Direct to Consumer (D2C) – Yerbaé sells directly to consumers through e-commerce 
platforms such as Amazon and the Company’s own website. 

2023 Q1 OVERVIEW 

For the three-month period ended March 31, 2023 (“2023 Q1”), Yerbaé saw an increase in its net 
revenues by approximately 122% over same period in 2022. For 2023 Q1, Yerbaé experienced 
significant growth in revenues due to higher velocity in existing stores as well as new store 
distribution. 

Inflation 

During the reporting period, Yerbaé faced the challenges of rising inflationary pressures in the 
United States. Inflation can have a significant impact on the Company’s operations as it affects 
the costs of raw materials, packaging, transportation, and other production inputs. The Company 
experienced increased costs across its supply chain due to higher prices of commodities, 
including key ingredients and packaging materials. 
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REVERSE TAKEOVER TRANSACTION 

Arrangement Agreement 

On May 19, 2022, Yerbaé (formerly Kona Bay) entered into a definitive arrangement agreement 
and plan of merger, as amended on August 31, 2022, and February 8, 2023 (collectively, 
the “Arrangement Agreement”), with Yerbaé Brands Co. (“Yerbaé US”), Kona Bay Technologies 
(Delaware) Inc. (“Merger Sub”), a wholly owned Delaware subsidiary of Kona Bay, FinCo, a wholly 
owned British Columbia subsidiary of Kona Bay, and Todd and Karrie Gibson, with respect to the 
proposed merger and business combination of Kona Bay with Yerbaé US (the “Transaction”). 

On February 8, 2023, the Transaction was completed (the “Closing”) by way of a reverse 
triangular merger conducted pursuant to: (i) the provisions of the DGCL in which Merger Sub 
merged with and into Yerbaé US, and (ii) a plan of arrangement conducted pursuant to the 
provisions of the BCBCA, which resulted in the amalgamation of Kona Bay (now Yerbaé) with 
FinCo (the “Amalgamation”). In connection with the Closing, Kona Bay (now Yerbaé) 
consolidated its outstanding common shares (each, a “Common Share”) based on 5.8 pre-
consolidation Common Shares for every one post-consolidation Common Share prior to the 
completion of the Amalgamation and changed its name from “Kona Bay Technologies Inc.” to 
“Yerbaé Brands Corp.”. 

FinCo Financing 

Concurrent with the Closing, FinCo closed a non-brokered private placement of 2,015,163 FinCo 
subscription receipts (each, a “FinCo Subscription Receipt”) at a price of $1.23 per FinCo 
Subscription Receipt for gross aggregate proceeds of $2,478,650. Immediately prior to the 
Amalgamation, each FinCo Subscription Receipt automatically converted, without payment of 
any additional consideration, into one common share of FinCo (each, a “FinCo Share”) and one 
FinCo Share purchase warrant (each, a “FinCo Warrant”). At Closing, the FinCo Shares and FinCo 
Warrants were exchanged for Common Shares and Common Shares purchase warrants (each, 
a “Warrant”) of Yerbaé. Accordingly, each replacement Warrant entitles the holder to acquire 
one Common Share at a price of $1.50 per Common Share until 5:00 p.m. (Vancouver time) for a 
period of eighteen (18) months, subject to an acceleration right whereby, in the event that the 
Common Shares have a closing price on a recognized North American securities exchange of 
$2.50 or greater per share for a period of thirty (30) consecutive trading days, Yerbaé may 
accelerate the expiry date of the Warrants by giving notice to the holder thereof (by 
disseminating a news release advising of the acceleration of the expiry date of the Warrants) and, 
in such case, the Warrants will expire on the thirtieth (30th) day after such notice 
(the “Acceleration Right”). Cash finder’s fees of $45,221 were paid in connection with the 
financing. 

Convertible Promissory Notes 

In connection with the financing of FinCo, Yerbaé US issued an aggregate of $4,500,000 in 
convertible promissory notes (collectively, the “Convertible Promissory Notes”) to certain arm’s 
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length parties to each of Yerbaé and Yerbaé US. The Convertible Promissory Notes accrued 
interest at a rate of 8% per year, calculated annually, and were payable on the earlier of: (a) the 
date that is twelve (12) months from the issue date; or (b) the date of conversion in full of the 
outstanding and unpaid principal amount, together with all accrued but unpaid interest under 
the Convertible Promissory Notes. If the Closing occurred within one hundred and eighty (180) 
days of the issuance date, the interest rate reduced to zero (0%) percent. 

Of the Convertible Promissory Notes, an aggregate of $3,000,000 in principal were convertible 
into units of Yerbaé US (each, a “Yerbaé US Unit”) at a conversion price of $0.68 per Yerbaé US 
Unit: (a) automatically upon the occurrence of a liquidity event (as such term is defined in the 
Convertible Promissory Notes); or (b) at the sole discretion of the holder, upon maturity. Each 
Yerbaé US Unit consisted of one Non-Voting Common Stock – Class D-3 common stock of Yerbaé 
(each, a “Yerbaé US Share”) and one Yerbaé US Share purchase warrant (each, a “Yerbaé US 
Warrant”), with each Yerbaé US Warrant entitling the holder thereof to purchase one additional 
Yerbaé US Share (each, a “Yerbaé US Warrant Share”) at a price of US$0.85 per Yerbaé US Share 
for a period of three (3) years. The remaining $1,500,000 aggregate principal amount in 
Convertible Promissory Notes were convertible at a conversion price of $1.23 per Yerbaé US Unit 
on the same conversion terms, with each such Yerbaé US Unit consisting of Yerbaé US Share and 
one Yerbaé US Warrant and with each such Yerbaé US Warrant entitling the holder thereof to 
purchase one Yerbaé US Warrant Share at a price of $1.50 per Yerbaé Warrant Share for a period 
of eighteen (18) months from the date of issue, subject to the Acceleration Right. 

Securities at the Closing of the Transaction 

At the time of Closing, an aggregate of 54,493,953 Common Shares of Yerbaé were issued and 
outstanding, of which: 35,848,290 Common Shares were issued to the former Yerbaé US 
shareholders (inclusive of an aggregate of 5,631,276 Shares issued to former holders of an 
aggregate of $4,500,000 in Convertible Promissory Notes of Yerbaé US converted immediately 
prior to Closing), 8,000,000 performance Common Shares (each, a “Performance Share”) were 
issued to certain individuals, which Performance Shares were placed in escrow and are to be 
released upon the completion of certain performance-based incentives related to the listing of 
the Common Shares on the TSX Venture Exchange (“TSXV”), future equity financings, and certain 
trailing gross revenue targets, 3,153,746 Common Shares were issued to the former holders of 
Warrants exercised in connection with the Closing, and 2,015,163 Common Shares were issued 
to former holders of the FinCo Subscription Receipts. 

In addition, the 1,087,752 options to purchase shares of common stock (each, a “Yerbaé US 
Share”) of Yerbaé US which were outstanding immediately prior to Closing were cancelled and 
the holders thereof were granted an aggregate of 1,087,752 options to purchase Common Shares 
(each, an “Option”), 1,754,464 warrants to purchase Yerbaé US Shares which were outstanding 
immediately prior to Closing were cancelled and the holders thereof were granted an aggregate 
of 1,754,464 replacement Warrants, and 2,015,163 FinCo Warrants which were outstanding 
immediately prior to Closing were cancelled and the holders thereof were granted an aggregate 
of 2,015,163 replacement Warrants. 
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In connection with the Closing, the parties paid customary advisory fees to an eligible arm’s 
length third party finder (the “Finder”), in consideration for the Finder’s services in facilitating 
the identification, negotiation and implementation of the Transaction which consisted of the 
issuance of 507,662 Common Shares, as well as a cash payment of $200,000. 

Following the Closing, the Common Shares of Yerbaé began trading on the TSX-V under the 
trading symbol “YERB.U” on February 13, 2023, as a Tier 2 industrial issuer. For additional 
information on the Transaction, please see the information circular of Yerbaé (formerly Kona Bay) 
dated November 13, 2022, available on SEDAR at www.sedar.com. 

2023 Q1 FINANCIAL HIGHLIGHTS 

• Yerbaé’s net revenues increased 122% to $3.4M for 2023 Q1, compared to $1.5M in 2022 
Q1, and was our largest quarter in Company history. 

• Gross profit totaled $1.6M in 2023 Q1, an increase of 62% compared to $1.0M in 2022 
Q1. 

• Gross margin was 48% of net revenue in 2023 Q1, compared to 66% in 2022 Q1, with the 
decrease due to higher sales volumes of variety packs and inflation of raw material prices.  

• Net Loss for 2023 Q1 totaled $19.2M and was mainly driven by non-cash related expenses 
due to the Transaction, which included $12.8M of non-cash expenses. Also, non-cash 
compensation adjustments of $2.3M in consulting expenses, as well as, $1.2M as a one-
time expense for accretion. Adjusted EBITDA reflected a net loss of $2.6M or $(0.6) per 
Common Share (Basic) compared to a net loss of $1.5M or $(0.05) per Common Share 
(Basic) for the same period a year ago. For additional information on Adjusted EBITDA, 
see “Non-GAAP Financial Measures” on page 13. 

SELECTED FINANCIAL INFORMATION 

The following table sets forth selected financial information for the three-month periods ended 
March 31, 2023 and March 31, 2022. The selected financial information set out below has been 
derived from the unaudited condensed interim financial statements and accompanying notes, in 
each case prepared in accordance with IFRS. The selected financial information set out below 
may not be indicative of the Company’s future performance. The following discussion should be 
read in conjunction with the financial statements. 

http://www.sedar.com/
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Selected Financial Information 

 

RECONCILIATION OF NET LOSS TO ADJUSTED EBITDA 
 

 

NON-GAAP FINANCIAL MEASURE 

Adjusted EBITDA is a non-GAAP financial measure. Adjusted EBITDA is defined as net income or 
loss before income taxes, net financial (income) expenses, depreciation and amortization, and 
stock-based compensation expense. The exclusion of net finance expense eliminates the impact 
on earnings derived from non-operational activities, and the exclusion of depreciation, 
amortization and share-based compensation eliminates the non-cash impact of these items. 
Management believes that adjusted EBITDA is a useful measure of financial performance without 
the variation caused by the impacts of the items described above because it provides an 
indication of the Company’s ability to seize growth opportunities in a cost-effective manner and 
finance its ongoing operations. Excluding these items does not imply that they are necessarily 
non-recurring. Management also believes this non-GAAP financial measure, in addition to 
conventional measures prepared in accordance with IFRS, enable investors to evaluate the 

(In thousands of US dollars, except per share data) $ % of Revenue $ % of Revenue

Net Revenue $3,390 100% $1,530 100%

Cost of Goods Sold $1,757 52% $519 34%

Gross Profit $1,633 48% $1,011 66%

Selling, general and administrative expenses $19,613 579% $2,490 163%

Net other (income)/expenses $1,289 38% $27 2%

Loss before income taxes ($19,269) -568% ($1,506) -98%

Income taxes $0 0% $0 0%

Net loss ($19,269) -568% ($1,506) -98%

Basic and diluted loss per share ($0.44) ($0.05)

Three-month period ended

March 31st, 2023 March 31st, 2022

March 31st, 2023 March 31st, 2022

(In thousands of US dollars) $ $

Net loss ($19,269) ($1,506)

Non Cash Listing Expense (RTO) $6,804 $0

Non Cash Consulting Expense $2,365 $0

Non Cash Performance Expense $6,087 $0

Non Cash Accretion Expense $1,243 $0

Stock Based Compensation Expense $104 $0

Interest Expense $46 $27

Depreciation & Amortization $13 $18

Adjusted EBITDA ($2,607) ($1,461)

Three-month period ended
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Company’s operating results, underlying performance and future prospects in a manner similar 
to management. Although Adjusted EBITDA is frequently used by securities analysts, lenders and 
others in their evaluation of companies, it has limitations as an analytical tool and should not be 
considered in isolation or as a substitute for analysis of the Company’s results as reported under 
IFRS. 

This non-GAAP financial measure is not an earning or cash flow measure, or a measure of financial 
condition, recognized by IFRS and it does not have a standardized meaning prescribed by IFRS. 
Management’s method of calculating this financial measure may differ from the methods used 
by other issuers and, accordingly, its definition of this non-GAAP financial measure may not be 
comparable to similar measures presented by other issuers. Investors are cautioned that non-
GAAP financial measures should not be construed as an alternative to net income determined in 
accordance with IFRS as indicators of the Company’s performance or financial condition, or to 
cash flows from operating activities as measures of liquidity and cash flows 

ACCOUNTING TREATMENT OF REVERSE TAKEOVER TRANSACTION 

In accounting for Transaction, consideration was determined by the market value of the common 
shares of Kona Bay (now Yerbaé) plus and/or minus Kona Bay’s assets and liabilities, at Closing. 
The resulting consideration of the Transaction was $6.8M and is reflected in the income 
statement as “listing expense” with the offsetting entry booked to Additional Paid in Capital. It 
should be noted that “listing expense” is a non-cash expense. For a full description of the 
Transaction, see “Reverse Takeover Transaction” above. 

RESULTS OF OPERATIONS 

Net Revenue 

Yerbaé successfully grew its net revenue 122% for the three-month period ended March 31, 
2023. Net revenue increased to $3.4M for the three-month period ended March 31, 2023, 
compared to $1.5M for same period in 2022. All sales were made in the US market. 

Cost of Sales 

Costs of sales increased to $1.8M for the three-month period ended March 31, 2023, compared 
to $0.5M for the comparative period in 2022. The increase in cost of goods sold was primarily 
related to the large sales growth in 2023 Q1. Cost of sales is primarily comprised of product 
materials/ingredient costs. 

Gross Profit and Margin 

Gross profit increased to $1.6M for the three-month period ended March 31, 2023, compared to 
$1.0M for the same period in 2022. Gross margin decreased to 48% of net revenue for the three-
month period ended March 31, 2023, compared to 66% of net revenue for same period 2022. 
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This decrease in gross margin was due to an increase cost of goods sold from raw material and 
bottling inflation as well increase in variety pack co-packing. 

Operating Expenses 

Operating expenses include operational, sales, marketing, administration costs, and one-time 
non-cash expenses related to the Transaction, related TSXV fees and consulting expenses. 
Operating expenses for the three-month period ended March 31, 2023, were approximately 
$19.6M, compared to operating expenses of $2.5M for same period in 2022. The large increase 
was driven specifically by one-time non-cash expenses related to the Transaction, resulting in 
$15.2M of one-time non-cash expenses. The primary increases related to ongoing operations 
were driven by increased advertising and marketing initiatives in 2023 to fuel sales growth, 
shipping fees related to increased sales volumes, higher general and administrative expenses 
associated with increased field marketing staff and higher professional fees related to completion 
of the Transaction. 

Operating expenses for the three-month periods ended March 31, 2023 and 2022 are detailed as 
follows: 

 

Other income (expense) 

The Company incurred interest expense of $46,000 in 2023 Q1  compared to $27,000 in 2022 Q1. 
Interest expense reflects interest incurred pursuant to the Company’s credit facilities and notes 
payable. Yerbaé also incurred a non-cash accretion expense of $1.2M for convertible notes 
related to the Transaction. 

March 31st, 2023 March 31st, 2022

(In thousands of US dollars) $ $

Non Cash Listing Expense $6,804 $0

Non Cash Consulting Expense $2,365 $0

Non Cash Performance Expense $6,087 $0

Advertising, marketing and promotions $1,972 $975

Outbound Freight $759 $503

Employee Benefits $732 $576

Office Expenses $247 $144

Travel Expense $134 $108

Professional services $337 $36

Miscellaneous $73 $147

Stock Option Compensation Expense $104 $0

TOTAL $19,613 $2,490

Three-month period ended
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Net Income/(loss) 

The Company generated a net loss of $19.2M for the three-month period ending March 31, 2023, 
compared to a net loss of $1.5M for same period in 2022. The significant driver of the increase in 
net loss is driven by the one-time costs associated with the Transaction. 

LIQUIDITY AND CAPITAL RESOURCES 

Capital Management 

On March 31, 2023, the Company had a working capital deficit of $1.6M compared to a working 
capital deficit of $5.3M on December 31, 2022. The Company has incurred losses since inception 
and as of March 31, 2023, had an accumulated equity of $1.2M, compared to $5.4M deficit on 
December 31, 2022. The Company’s objective in managing its capital is to ensure that there is 
sufficient liquidity to finance and grow its operations, maximize the preservation of capital, 
provide adequate capital to fund its business objectives, and deliver competitive returns on 
invested capital. To fund its activities, the Company has relied on private placement financings, 
lines of credit, other forms of debt. For additional information, see “Risk Factors” elsewhere in 
this Revised MD&A. 

SUMMARY OF CASH FLOWS 

 

Cash flow used in operating activities 

For 2023 Q1 YTD, operating activities used cash of ($2.9M) compared to ($1.7M) for the same 
period in 2022. This increase in funds used for operating activities in 2023 is mainly attributable 
to the higher net loss in 2023 due to higher operating, marketing, and general & administrative 
expenses attributable to increased sales, professional fees, and operational and marketing 
initiatives undertaken during the year compared to 2022, as well as changes in accounts 
receivable, inventory, and accounts payable. The increase in spend was also driven by one-time 
expenses related to the completion of the Transaction. 

March 31st, 2023 March 31st, 2022

(In thousands of US dollars) $ $

Cash flow used in operating activities ($2,911) ($1,778)

Cash flow (used in) from financing activities $2,316 $1,799

Cash flow used in investing activities $0 ($54)

(Decrease) Increase in cash and cash equivalents ($595) ($33)

Cash and cash equivalents, beginning of period $857 $349

Cash and cash equivalents, end of period $262 $315

Three-month period ended
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Cash flow used in financing activities 

Financing activities resulted in a cash inflow of $2.3M in 2023 Q1, compared to $1.8M for the 
same period the prior year. Financing activities during 2023 Q1 included receipt of $3.3M 
pursuant to the Transaction and the repayment of $500K pursuant to the Capital Asset 
Investment LLC promissory note and $11k in payments towards company vehicle loans, proceeds 
of $901K received pursuant to the Ampla LLC (“Ampla”) line of credit, offset by payments of 
$1.2M made to the Ampla line of credit and payments on notes payable of $11,000. During the 
same period in 2022, the Company received proceeds of $1.0M through the issuance of a 
convertible note and $1.1M pursuant to the Ampla (formerly Gourmet Growth) line of credit and 
made payments of $340,000 to the Ampla line of credit. 

Cash flow used in investing activities 

Investing activities used cash flow of $0 in the first three months of 2023 compared to in 2022, 
the Company used $54K to purchase event container setup for tradeshows. 

FINANCIAL POSITION 

The following table shows the main variances that have occurred in the Company’s financial 
position as of March 31, 2023 and December 31, 2022. 

 

DIVIDEND POLICY 

The Company has not paid dividends on its Common Shares since incorporation. The Company’s 
current policy is to retain future earnings to finance its growth. Any future determination to pay 
dividends will be made at the discretion of the board of directors of the Company (the “Board”) 
and will depend on the Company’s financial condition, results of operations, capital requirements 
and other such factors as the Board may deem relevant. 

 

 

 

 

March 31st, 2023 December 31st, 2022 Variance Significant Contributions

(In thousands of US dollars) $ $ $

Cash and cash equivalents $262 $857 ($595)
investments  in working capita l , people 

expans ion and marketing ini tiatives  

Accounts Receivable $765 $923 ($158)
improved AR col lection days  with Club revenue 

increas ing

Inventories $1,009 $922 $87
bui lding inventory for the increased club store 

demand

Short Term Liabilities $3,726 $8,213 ($4,487) 2022 debt converted to equity in 2023

Three-month period ended
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SELECTED QUARTERLY INFORMATION 

The table below presents selected quarterly financial information for 2023, 2022, and 2021 by 
quarter, stated in US dollars: 

 

Factors affecting the variability of quarterly results 

There are quarter-over-quarter variations in net revenue that are caused by seasonality, with 
beverage sales generally being higher in the spring and summer seasons, as well as the effects of 
sales and marketing campaigns the Company undertakes.  

TRENDS AND SEASONALITY 

Yerbaé experiences seasonality and the peak beverage consumption periods are typically in Q2 
and Q3, therefore Yerbaé’s sales are generally higher in these two quarters due to seasonality in 
the US. However, this will vary from time to time due to marketing campaigns, new product 
introductions, and/or other factors and company initiatives. 

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

Fair value 

The Company’s financial instruments on March 31, 2023, include cash, accounts receivable, 
accounts payable and accrued liabilities and notes payable. The fair values of these instruments 
approximate their carrying values due to their short-term nature. 

IFRS 13 Fair Value Measurement establishes a fair value hierarchy for financial instruments 
measured at fair value that reflects the significance of inputs used in making fair value 
measurements as follows: 

Level 1 – Quoted prices in active markets for identical assets or liabilities. 

Level 2 – Inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e., as prices) or indirectly (i.e., from derived prices); and 

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

The fair value of cash is based on Level 1 inputs. 

(In thousands of US dollars) Q1 2023 Q4 2022 Q3 2022 Q2 2022 Q1 2022 Q4 2021 Q3 2021 Q2 2021

Net Revenues $3,390 $1,870 $1,918 $1,849 $1,530 $1,060 $1,392 $1,546

(Loss) from Continuting Operations ($2,607) ($2,877) ($1,416) ($1,780) ($1,479) ($1,452) ($969) ($717)

Net Comprehensive income (loss) ($19,269) ($4,330) ($1,450) ($1,818) ($1,506) ($1,520) ($999) ($774)
Basic & Diluted (loss) per Yerabe 

share ($0.44) ($0.14) ($0.05) ($0.06) ($0.05) ($0.05) ($0.03) ($0.03)

** (loss ) from continuting operations  excludes  non cash expenses  (accreetion/l is ting expense/non cash consulting expenses)

*Earnings  per share ca lculation in prior quarters  have been adjusted for comparison purposes  to reflect s tock spl i t that occurred in 2022
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Liquidity Risk 

Liquidity risk is the Company’s ability to meet its financial obligations when they come due. The 
Company is exposed to liquidity risk with respect to its contractual obligations and financial 
liabilities. It manages liquidity risk by continuously monitoring forecast and actual cash flows and 
matching maturity profiles of financial assets and liabilities, with the objective of maintaining a 
balance between continuity of funding and flexibility through borrowing facilities available 
through its bank and other lenders. 

The Company’s policy is to ensure that it has adequate funding available from operations and other 
sources as required. The following are the contractual maturities of the Company’s financial 
obligations, including principal and interest, as of March 31, 2023: 

 

Credit Risk 

Credit risk is the risk that counter party will not meet its obligations under the financial 
instrument or customer contract, leading to a financial loss. The Company is exposed to credit 
risk from its operating activities (preliminary accounts receivable) and from its financing 
activities, including deposits with banks and financial institutions. The Company places its cash in 
high credit quality financial institutions, which are federally insured up to prescribed limits, thus 
reducing the Company’s credit risk. At certain times, the amount of cash equivalents at any one 
institution may exceed the federally insured prescribed limits; however, no losses have incurred 
to date. 

Market Risk 

Market risk is the risk that changes in market prices, such as equity prices, foreign exchange rates 
and interest rates will affect the Company’s income or the value of its financial instruments. 
Interest rate risk is the risk that the fair value or future cash flows of financial instruments will 
fluctuate as market interest rates change. The Company is exposed to interest rate risks on its 
line of credit and other notes payable. 

as of 3.31.23 ($ in 000's) Carrying Amount Contractural Cash Flow 0 to 12 Months 13 to 24 Months Thereafter

Accounts Payable $2,266 $2,266 $2,266 $0 $0

Accured Expenses $675 $675 $675 $0 $0

Due to LOC $549 $549 $549 $0 $0

Note Payable $424 $424 $162 $62 $200

Right-of-Use Liability $371 $371 $74 $74 $223

Total $4,285 $4,285 $3,726 $136 $423
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Risk Factors 

Changes in the caffeinated energy beverage business environment and retail landscape could 
adversely impact our financial results. 

The caffeinated energy beverage business environment is rapidly evolving as a result of, among 
other things, changes in consumer preferences, including changes based on health and nutrition 
considerations and obesity concerns; shifting consumer tastes and needs; changes in consumer 
lifestyles; and competitive product and pricing pressures. In addition, the caffeinated energy 
beverage retail landscape is very dynamic and constantly evolving, not only in emerging and 
developing markets, where modern trade is growing at a faster pace than traditional trade 
outlets, but also in developed markets, where discounters and value stores, as well as the volume 
of transactions through e-commerce, are growing at a rapid pace. If Yerbaé is unable to 
successfully adapt to the rapidly changing environment and retail landscape, our share of sales, 
volume growth and overall financial results could be negatively affected. 

Intense competition and increasing competition in the commercial beverage market could hurt 
our business. 

The commercial retail beverage industry, and in particular its functional caffeinated energy 
beverage segment is highly competitive. Market participants are of various sizes, with various 
market shares and geographical reach, some of whom have access to substantially more sources 
of capital. 

Yerbaé will compete generally with all commercial beverages, including specialty beverages, such 
functional energy drinks. Yerbaé will compete indirectly with major international beverage 
companies including, but not limited to: the Coca Cola Company, Dr. Pepper Snapple Group, 
PepsiCo, Inc., Nestle, Waters North America, Inc., Hansen Natural Corp. and Red Bull. These 
companies have established market presence in the United States, and offer a variety of 
beverages that are substitutes to our product. Yerbaé faces potential direct competition from 
such companies, because they have the financial resources, and access to manufacturing and 
distribution channels to rapidly enter the energy beverage market. 

Yerbaé will compete directly with other beverage producers and brands focused on the emerging 
naturally caffeinated, plant-based energy beverage market including: Guayaki, Guru, Hi-Ball, and 
Celsius. These companies could bolster their position in the caffeinated plant-based energy 
beverage market through additional expenditure and promotion. 

The rapid growth in sales through e-commerce retailers, e-commerce websites, mobile 
commerce applications and subscription services, and closures of physical retail operations, 
particularly during, and potentially following, the COVID-19 pandemic, may result in a shift away 
from physical retail operations to digital channels and a reduction in impulse purchases. Further, 
the ability of consumers to compare prices on a real-time basis using digital technology puts 
additional pressure on Yerbaé to maintain competitive prices. Sales in gas chains may also be 
affected by improvements in fuel efficiency and increased consumer preferences for electric or 
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alternative fuel-powered vehicles, which may result in fewer trips by consumers to gas stations 
and a corresponding reduction in purchases by consumers in convenience gas retailers. Yerbaé 
has been growing its e-commerce sales by using its own website platform, Amazon, and 
leveraging its retail partners e-commerce platforms. However, if Yerbaé is unable to successfully 
adapt to the rapidly changing retail landscape, its share of sales, volume growth and overall 
financial results could be negatively affected. 

As a result of both direct and indirect competition, Yerbaé’s ability to successfully distribute, 
market and sell its product, and to gain sufficient market share in the United States to realize 
profits may be limited, greatly diminished, or totally diminished, which may lead to partial or 
total loss of your investments in Yerbaé. 

Changes in consumer product and shopping preferences may reduce demand for Yerbaé’s 
products. 

The functional energy drink and supplement categories are subject to changing consumer 
preferences and shifts in consumer preferences may adversely affect Yerbaé. There is increasing 
awareness of and concern for health, wellness, and nutrition considerations, including concerns 
regarding caloric intake associated with sugar-sweetened drinks and the perceived undesirability 
of artificial ingredients. Yerbaé’s products do not contain the artificial preservatives often found 
in many energy drinks and sodas. Yerbaé has no artificial preservatives, aspartame or high 
fructose corn syrup and is very low in sodium. Yerbaé has sweetened line of products that are 
sweetened with Stevia, a composite herb native to South America whose leaves are the source 
of a noncaloric sweetener. However, consumer preferences may shift away from the trend 
towards healthier options that we have observed, and as such, there can be no assurance that 
Yerbaé’s current products and product lines will maintain their current levels of demand. There 
are also changes in demand for different packages, sizes, and configurations. This may reduce 
demand for Yerbaé’s products, which could reduce Yerbaé’s revenues and adversely affect our 
results of operations. 

Consumers are seeking greater variety in their functional energy drinks. Yerbaé’s success will 
depend, in part, upon its continued ability to develop and introduce different and innovative 
drinks and supplements that appeal to consumers. In order to retain and expand Yerbaé’s market 
share, Yerbaé must continue to develop and introduce different and innovative supplements and 
be competitive in the areas of efficacy, taste, quality, and price, although there can be no 
assurance of its ability to do so. There is no assurance that consumers will continue to purchase 
Yerbaé products in the future. Product lifecycles for some functional energy drink brands, 
products and/or packages may be limited to a few years before consumers’ preferences change. 
The functional energy drinks that we currently market are in varying stages of their product 
lifecycles, and there can be no assurance that such products will become or remain profitable for 
Yerbaé. Yerbaé may be unable to achieve volume growth through product and packaging 
initiatives. Yerbaé may also be unable to penetrate new markets.  
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Yerbaé derives virtually all of its revenues from functional energy drinks, and competitive 
pressure in the functional energy drink category could adversely affect Yerbaé’s business and 
operating results. 

Yerbaé’s focus is in the functional energy category, and our business is vulnerable to adverse 
changes impacting the fitness supplement category and business, which could adversely impact 
Yerbaé’s business and the trading price of its common stock. 

Virtually all of Yerbaé’ sales are derived from our functional energy seltzer product lines. Any 
decrease in the sales of its functional energy drinks could significantly adversely affect Yerbaé’s 
future revenues and net income. Historically, Yerbaé have experienced substantial competition 
from new entrants in the functional energy drink category. The increasing number of competitive 
products and limited amount of shelf space, including in coolers, in retail stores may adversely 
impact Yerbaé’s ability to gain or maintain a share of sales in the marketplace. In addition, certain 
actions of competitors, including unsubstantiated and/or misleading claims, false advertising 
claims and tortious interference in Yerbaé’s business, as well as competitors selling misbranded 
products, could impact Yerbaé’s sales. Competitive pressures in the functional energy drink and 
supplement categories could impact Yerbaé’s revenues, cause price erosion and/or lower market 
share, any of which could have a material adverse effect on its business and results of operations. 

Yerbaé will compete in an industry that is brand-conscious, so brand name recognition and 
acceptance of its products are critical to its success and significant marketing and advertising 
could be needed to achieve and sustain brand recognition. 

Yerbaé’s business is substantially dependent upon awareness and market acceptance of its 
products and brands by its targeted consumers. Its business also depends on acceptance by 
independent distributors of the Yerbaé brand as one that has the potential to provide 
incremental sales growth rather than reduce distributors’ existing functional energy drinks. The 
development of brand awareness and market acceptance is likely to require significant marketing 
and advertising expenditures. There can be no assurance that Yerbaé will achieve and maintain 
satisfactory levels of acceptance by independent distributors and retail customers. Any failure of 
the Yerbaé brand to maintain or increase acceptance or market penetration would likely have a 
material adverse effect on business, financial condition and results of operations. 

If Yerbaé is unable to successfully manage new product launches, our business and financial 
results could be adversely affected. 

Due to the highly competitive nature of the global functional energy drink sector, we expect and 
intend to continue to introduce new products and evolve existing products to better match 
consumer demand. The success of new and evolved products depends on several factors, 
including timely and successful development and consumer acceptance. Such endeavors may 
also involve significant risks and uncertainties, including distraction of management from current 
operations, greater than expected liabilities and expenses, inadequate return on capital, 
exposure to additional regulations and reliance on the performance of third parties. 
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 Alternative non-commercial beverages or processes could hurt our business. 

The availability of non-commercial beverages, such as tap water, and machines capable of 
producing naturally caffeinated, plant-based energy beverages at the consumer’s home could 
hurt Yerbaé’s business, market share, and profitability. 

 Expansion of the naturally caffeinated, plant-based energy beverage market or 
sufficiency of consumer demand in that market for operations to be profitable are not 
guaranteed. 

The naturally caffeinated, plant-based energy beverage market is an emerging market and there 
is no guarantee that this market will expand or that consumer demand will be sufficiently high to 
allow Yerbaé to successfully market, distribute and sell our product, or to successfully compete 
with current or future competition, all of which may result in total loss of your investment.  

 Health benefits of caffeinated energy beverages are not guaranteed or proven, rather 
it is perceived by consumers. 

Health benefits of caffeinated energy beverages are not guaranteed and have not been proven. 
There is a perception that consuming naturally caffeinated, plant-based energy beverages have 
beneficial health effects. Consequently, negative changes in consumers’ perception of the 
benefits of such beverages or negative publicity surrounding them may result in loss of market 
share or potential market share and hence loss of your investment.  

Water scarcity and poor quality could negatively impact Yerbaé’s production costs and 
capacity. 

Water is an ingredient in the product. It is also a limited resource, facing unprecedented 
challenges from overexploitation, increasing pollution, poor management, and climate change. 
As demand for water continues to increase, as water becomes scarcer, and as the quality of 
available water deteriorates, Yerbaé may incur increasing production costs or face capacity 
constraints that could adversely affect our profitability or net operating revenues in the long run. 

Climate change and natural disasters may affect Yerbaé’s business. 

There is concern that a gradual increase in global average temperatures due to increased carbon 
dioxide and other greenhouse gases in the atmosphere could cause significant changes in 
weather patterns around the globe and an increase in the frequency and severity of natural 
disasters. Changing weather patterns could result in decreased agricultural productivity in certain 
regions, and/or outbreaks of diseases or other health issues, which may limit availability and/or 
increase the cost of certain ingredients used in Yerbaé’s products and could impact the food 
security of communities around the world. Increased frequency or duration of extreme weather 
conditions could also impair production capabilities, disrupt Yerbaé’s supply chain and/or impact 
demand for its products. 
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Natural disasters and extreme weather conditions, such as hurricanes, wildfires, earthquakes or 
floods, and outbreaks of diseases (such as the COVID-19 pandemic) or other health issues may 
affect Yerbaé’s operations and the operation of its supply chain, impact the operations of its 
distributors and unfavorably impact Yerbaé’s consumers’ ability to purchase its products. In 
addition, public expectations for reductions in greenhouse gas emissions could result in increased 
energy, transportation, and raw material costs, and may require Yerbaé to make additional 
investments in facilities and equipment. Changes in applicable laws, regulations, standards or 
practices related to greenhouse gas emissions, packaging and water scarcity, as well as initiatives 
by advocacy groups in favor of certain climate change-related laws, regulations, standards or 
practices, may result in increased compliance costs, capital expenditures and other financial 
obligations, which could affect Yerbaé’s business, financial condition and results of operations. 
Sales of Yerbaé’s products may also be influenced to some extent by weather conditions in the 
markets in which we operate. Yerbaé’s third-party co-packers use a number of key ingredients in 
the manufacturing of its products and powder packets that are derived from agricultural 
commodities. Increased demand for food products and decreased agricultural productivity in 
certain regions of the world as a result of changing weather patterns and other factors may limit 
the availability or increase the cost of such agricultural commodities and could impact the food 
security of communities around the world. Weather conditions may influence consumer demand 
for certain of Yerbaé’s products, which could have an effect on its operations, either positively or 
negatively. 

Increase in the cost, disruption of supply or shortage of ingredients, other raw materials or 
packaging materials could harm Yerbaé’s business. 

Yerbaé’s bottling partners will use water, Yerba Mate, guarana, white tea, stevia, flavoring and 
packaging materials for bottles such as aluminum, plastic and paper products. The prices for 
these ingredients, other raw materials and packaging materials fluctuate depending on market 
conditions. Substantial increases in the prices of Yerbaé’s or its bottling partners’ ingredients, 
other raw materials and packaging materials, to the extent they cannot be recouped through 
increases in the prices of finished beverage products, would increase Yerbaé’s operating costs 
and could reduce its profitability. Increases in the prices of Yerbaé’s finished products resulting 
from a higher cost of ingredients, other raw materials and packaging materials could affect the 
affordability of its products and reduce sales. 

An increase in the cost, a sustained interruption in the supply, or a shortage of some of these 
ingredients, other raw materials, or packaging materials and containers that may be caused by a 
deterioration of Yerbaé’s or its bottling partners’ relationships with suppliers; by supplier quality 
and reliability issues; or by events such as natural disasters, power outages, labor strikes, political 
uncertainties or governmental instability, or the like, could negatively impact Yerbaé’s net 
revenues and profits. 
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Because Yerbaé has a limited operating history, Yerbaé’s ability to fully and successfully 
develop the business is unknown. 

Yerbaé has only recently begun producing and distributing energy beverages, and does not have 
a significant operating history with which investors can evaluate Yerbaé’s business. Yerbaé’s 
ability to successfully develop its products, and to realize consistent, meaningful revenues and 
profit has not been established and cannot be assured. For Yerbaé to achieve success, the 
products must receive broad market acceptance by consumers. Without this market acceptance, 
Yerbaé will not be able to generate sufficient revenue to continue Yerbaé’s business operations. 
If Yerbaé’s products are not widely accepted by the market, the business may fail. See “Results 
of Operations – Net Income/(loss)” above for more information. 

Yerbaé’s ability to achieve and maintain profitability and positive cash flow is dependent upon 
Yerbaé’s ability to generate revenues, manage development costs and expenses, and compete 
successfully with direct and indirect competitors. 

Based upon current plans, Yerbaé expects to incur operating losses in future periods. This will 
happen because there are expenses associated with the development, production, marketing, 
and sales of the product. As a result, Yerbaé may not generate significant revenues in the future. 
Failure to generate significant revenues in near future may cause us to suspend or cease 
activities. 

Yerbaé will need additional funds to produce, market, and distribute Yerbaé’s product. 

Yerbaé will have to spend additional funds to produce, market and distribute Yerbaé’s product. 
If Yerbaé cannot raise sufficient capital, Yerbaé may have to cease operations and investors could 
lose their investment. 

Yerbaé will need additional funds to produce Yerbaé’s product for distribution to Yerbaé’s target 
market. Even after Yerbaé completes the production of its product, it will have to spend 
substantial funds on distribution, marketing and sales efforts before Yerbaé will know if it has 
commercially viable and marketable/sellable products. 

Negative operating cash flow. 

Yerbaé historically has had negative cash flow from operating activities. It is anticipated that 
Yerbaé will continue to have negative cash flows in the foreseeable future. Continued losses may 
have the following consequences: 

• increasing Yerbaé’s vulnerability to general adverse economic and industry conditions; 

• limiting Yerbaé’s ability to obtain additional financing to fund future working capital, 
capital expenditures, operating costs and other general corporate requirements; and 

• limiting Yerbaé’s flexibility in planning for, or reacting to, changes in its business and the 
industry. 



  Amended and Restated 

27 

Ability to Generate Profits. 

There can be no assurance that Yerbaé will generate net profits in future periods. Further, there 
can be no assurance that Yerbaé will be cash flow positive in future periods. In the event that 
Yerbaé fails to achieve profitability, the value of Yerbaé Shares may decline. In addition, if Yerbaé 
is unable to achieve or maintain positive cash flows, Yerbaé will be required to seek additional 
funding, which may not be available on favourable terms, or at all. 

Dependence on personnel. 

Due to the specialized nature of Yerbaé’s business, Yerbaé’s success depends on its ability to 
attract and retain qualified personnel and management. In particular, Yerbaé’s future success 
will depend in part on the continued services of its executive officers and other key employees. 
Competition for qualified personnel in the industry in which Yerbaé operates is intense. Yerbaé 
believes that there are only a limited number of people with the requisite skills to serve in many 
key positions and it is difficult to hire and retain these people. The loss of one or more of these 
key personnel may have a significant adverse effect on Yerbaé’s or Yerbaé’s sales, operations and 
profits. 

Dependence on trademarks and proprietary rights. 

Yerbaé’s success depends, in large part, on its ability to protect its brands and products and to 
defend its intellectual property rights. Yerbaé currently has registered both the name “Yerbaé” 
and Yerbaé’s frog logo as trademarks with the United States Patent and Trademark Office. Yerbaé 
cannot be sure that trademarks will be issued with respect to any future trademark applications 
or that its competitors will not challenge, invalidate or circumvent any existing or future 
trademarks issued to, or licensed by, Yerbaé. Additionally, Yerbaé’s products will be 
manufactured using proprietary blends of ingredients created by third-party suppliers and then 
supplied to co-packers. Although the third-parties in Yerbaé’s supply and manufacturing chain 
will execute confidentiality agreements, there can be no assurances that trade secrets, such as 
the proprietary ingredient blends, will not become known to competitors. 

The U.S. Food and Drug Administration (“FDA”) has not passed on the efficacy of Yerbaé’s 
products or the accuracy of any claim made related to its products. The Federal Trade 
Commission (“FTC”) regulates advertising and may review the truthfulness of and 
substantiation for any claim Yerbaé makes related to its products. 

Yerbaé’s advertising activities within the United States are subject to regulation by the FTC under 
the Federal Trade Commission Act. In recent years, the FTC and state attorneys general have 
initiated numerous investigations of dietary and nutritional supplement companies and products. 
Any actions or investigations initiated against the Company by governmental authorities or 
private litigants could have a material adverse effect on Yerbaé’s business, financial condition, 
and results of operations.  
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The shifting regulatory environment through the various jurisdictions in which are products are 
sold necessitates building and maintaining robust systems to achieve and maintain compliance 
in multiple jurisdictions and increases the possibility that Yerbaé may violate one or more of the 
legal requirements. If its operations are found to be in violation of any applicable laws or 
regulations, Yerbaé may be subject to, without limitation, civil and criminal penalties, damages, 
fines, the curtailment or restructuring of its operations, injunctions, or product withdrawals, 
recalls or seizures, any of which could adversely affect its ability to operate its business, its 
financial condition and results of operations. 

The requirements of being a public company may strain Yerbaé’s resources, divert 
management’s attention and affect its ability to attract and retain executive management and 
qualified board members. 

As a reporting issuer, Yerbaé is subject to the reporting requirements of applicable Securities 
Laws of the jurisdiction in which it is a reporting issuer, the listing requirements of the TSXV and 
other applicable securities rules and regulations. Compliance with these rules and regulations 
will increase Yerbaé’s legal and financial compliance costs, make some activities more difficult, 
time consuming or costly and increased demand on its systems and resources. Applicable 
Securities Laws require Yerbaé to, among other things, file certain annual and quarterly reports 
with respect to their businesses and results of operations. In addition, applicable Securities Laws 
require Yerbaé to, among other things, maintain effective disclosure controls and procedures and 
internal control over financial reporting. In order to maintain and, if required, improve its 
disclosure controls and procedures and internal control over financial reporting to meet this 
standard, significant resources and management oversight may be required. Yerbaé may be 
required to improve its disclosure controls and procedures and internal control over financial 
reporting primarily through the continued development and implementation of formal policies, 
improved processes and documentation procedures, as well as the continued sourcing of 
additional finance resources. As a result, management’s attention may be diverted from other 
business concerns, which could harm Yerbaé’s business and results of operations. To comply with 
these requirements, Yerbaé may need to hire more employees in the future or engage outside 
consultants, which will increase its costs and expenses. 

In addition, changing laws, regulations and standards relating to corporate governance and public 
disclosure are creating uncertainty for public companies, increasing legal and financial 
compliance costs and making some activities more time consuming. These laws, regulations and 
standards are subject to varying interpretations, in many cases due to their lack of specificity, 
and, as a result, their application in practice may evolve over time as new guidance is provided 
by regulatory and governing bodies. This could result in continuing uncertainty regarding 
compliance matters and higher costs necessitated by ongoing revisions to disclosure and 
governance practices. Yerbaé intends to continue to invest resources to comply with evolving 
laws, regulations and standards, and this investment may result in increased general and 
administrative expenses and a diversion of management’s time and attention from revenue 
generating activities to compliance activities. If its efforts to comply with new laws, regulations 
and standards differ from the activities intended by regulatory or governing bodies due to 
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ambiguities related to their application and practice, regulatory authorities may initiate legal 
proceedings against Yerbaé and its business may be adversely affected. 

As a public company subject to these rules and regulations, Yerbaé may find it more expensive 
for them to obtain director and officer liability insurance, and it may be required to accept 
reduced coverage or incur substantially higher costs to obtain coverage. These factors could also 
make it more difficult for Yerbaé to attract and retain qualified members to its Board, particularly 
to serve on its audit committee and compensation committee, and qualified executive officers. 

As a result of disclosure of information in filings required of a public company, Yerbaé’s 
businesses and financial condition have become more visible, which may result in threatened or 
actual litigation, including by competitors and other third parties. If such claims are successful, 
Yerbaé’s business and results of operations could be harmed, and even if the claims do not result 
in litigation or are resolved in its favor, these claims, and the time and resources necessary to 
resolve them, could divert the resources of Yerbaé’s management and harm its business and 
results of operations. 

Litigation and Product Recall. 

All industries, including the caffeinated energy beverage industry, are subject to legal claims, with 
and without merit. Defense and settlement costs of legal claims can be substantial, even with 
respect to claims that have no merit. Due to the inherent uncertainty of the litigation process, 
the litigation process could take away from management time and effort and the resolution of 
any particular legal proceeding to which Yerbaé may become subject could have a material 
adverse effect on Yerbaé’s business, prospects, financial position or results of operations. 
Additionally, Yerbaé may be required to recall its products if they become contaminated, 
damaged, or mislabeled. A significant product liability judgement, or widespread product recall, 
could have a material adverse effect on our business, financial condition and results of 
operations. 

Operating risk and insurance coverage. 

Yerbaé may obtain insurance to protect its assets, operations and employees. Such insurance 
may be subject to coverage limits and exclusions and may not be available for the risks and 
hazards to which Yerbaé is exposed. In addition, no assurance can be given that such insurance 
would be adequate to cover Yerbaé’s liabilities or will be generally available in the future or, if 
available, that premiums will be commercially justifiable. If Yerbaé was to incur substantial 
liability and such damages were not covered by insurance or were in excess of policy limits, or if 
Yerbaé was to incur such liability at a time when it is not able to obtain liability insurance, its 
business, results of operations and financial condition could be materially adversely affected. 

Management of growth. 

Yerbaé may be subject to growth-related risks including capacity constraints and pressure on its 
internal systems and controls. The ability of Yerbaé to manage growth effectively will require it 
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to continue to implement and improve its operational and financial systems and to expand, train 
and manage its employee base. The inability of Yerbaé to deal with this growth may have a 
material adverse effect on Yerbaé’s businesses, financial condition, results of operations and 
prospects. 

Internal controls. 

Internal controls over financial reporting are designed to provide reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements in accordance 
with IFRS. However, internal controls over financial reporting are not guaranteed to provide 
absolute assurance with regard to the reliability of financial reporting and financial statements. 

No Dividends. 

Yerbaé currently has no plans to pay regular dividends on Yerbaé Shares. Any declaration and 
payment of future dividends to holders of Common Shares will be at the sole discretion of Yerbaé 
Board and will depend on many factors, including the financial condition, earnings, capital 
requirements, level of indebtedness, statutory and contractual restrictions applying to the 
payment of dividends and other considerations of Yerbaé that Yerbaé Board deems relevant. 

There is no guarantee that sufficient sale levels will be achieved. 

There is no guarantee that the expenditure of money on distribution and marketing efforts will 
translate into sales or sufficient sales to cover Yerbaé’s expenses and result in profits. 
Consequently, there is a risk that you may lose all of your investment. 

Product development, marketing, and sales activities are limited by Yerbaé’s size. 

Due to a lack of capital and resources, Yerbaé must limit its product development, marketing, 
and sales activities. As such, Yerbaé may not be able to complete its production and business 
development program .If this becomes a reality, Yerbaé may not ever generate revenues and you 
will lose your investment. 

Conflicts of Interest. 

Certain of the directors and officers of Yerbaé are also directors and officers of other companies. 
In addition, they may devote time to other outside business interests, so long as such activities 
do not materially or adversely interfere with their duties to Yerbaé. The interests of these persons 
could conflict with those of Yerbaé. Conflicts of interest, if any, will be subject to the procedures 
and remedies provided under applicable laws, including the requirements of the BCBCA, as 
applicable, following the Transaction, if approved. In particular, in the event that such a conflict 
of interest arises at a meeting of Yerbaé Board, a director who has such a conflict will abstain 
from voting for or against the approval of such participation or such terms. In accordance with 
applicable laws, the directors of Yerbaé will be required to act honestly, in good faith and in the 
best interests of Yerbaé. 
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Yerbaé’s growth and profitability depends on the performance of third-parties and its 
relationship with them. 

Yerbaé and Yerbaé’s distribution network and its success depend on the performance of third 
parties, such as third-party co-packers and distribution partners. Any non-performance or 
deficient performance by such parties may undermine Yerbaé’s operations, profitability, and 
result in total loss to your investment. To manufacture products, Yerbaé will rely on third-party 
co-packers. These third-party co=packers may not be able to fulfill Yerbaé’s demand, or such 
third-parties could begin to charge rates that make using their services cost inefficient. In such a 
case, Yerbaé’s business, financial condition, and results of operation would be adversely affected. 
To distribute product, Yerbaé will use a broker-distributor-retailer network whereby brokers 
represent products to distributors and retailers who will in turn sell product to consumers. The 
success of this network will depend on the performance of the brokers, distributors and retailers 
of this network. There is a risk that a broker, distributor, or retailer may refuse to or cease to 
market or carry Yerbaé’s product. There is a risk that the mentioned entities may not adequately 
perform their functions within the network by, without limitation, failing to distribute to 
sufficient retailers or positioning Yerbaé’s product in localities that may not be receptive to it. 
Furthermore, such third-parties’ financial position or market share may deteriorate, which could 
adversely affect our distribution, marketing and sale activities. Yerbaé’s must maintain good 
commercial relationships with third-party brokers, distributors and retails so that they will 
promote and carry its product. Any adverse consequences resulting from the performance of 
third-parties or Yerbaé’s relationship with them could undermine Yerbaé’s operations, 
profitability and may result in total loss of your investment. 

Capital Management 

The Company’s objective when managing capital is to use short-term funding sources to manage 
its working capital requirements and fund expenditures required to execute its operating and 
strategic plans. The Company is not subject to any capital requirements imposed by regulators 
or creditors. 

OFF-BALANCE SHEET ARRANGEMENTS 

The Company does not currently have any off-balance sheet arrangements that have, or are 
reasonably likely to have, a current or future effect on its financial position, changes in net revenues 
or expenses, results of operations, liquidity or capital resources that are material. 
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SEGMENT REPORTING 

The Company’s principal business is energy-drink product sales in the US. The Company is 
involved in developing, marketing, selling, and distributing Yerbaé branded products. This is the 
Company’s only reportable segment. 

RELATED PARTIES 

Key Management Personnel 

Related parties of the Company include key management personnel, companies controlled by 
key management personnel and close family members of key management personnel. Key 
management personnel are persons having authority and responsibility for planning, directing, 
and controlling the activities of the Company, directly or indirectly, including any directors 
(whether executive or otherwise) of the Company. Key management personnel are composed of 
the Board and executive leadership team. 

Related-Party Transactions 

During the reporting period, Yerbae sources select raw materials from Imbibe Inc, whose 
EVP/CCO, Andy Dratt, is also a member of Yerbae’s Board. Payments to Imbibe Inc., for raw 
materials purchased during the period were $395K (2023 Q1). These transactions were 
conducted on terms and conditions similar to those with unrelated third parties. 

Pursuant to the Transaction, both Todd Gibson (CEO) and Karrie Gibson (COO) were issued 
2,500,000 Performance Shares each in connection with closing of the Transaction, which 
Performance Shares were placed in escrow and are to be released upon the completion of certain 
performance-based incentives related to future equity financings and certain trailing gross 
revenue targets. 

SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

The preparation of the condensed consolidated interim financial statements in conformity with 
IFRS requires management to make judgments, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, net revenues, 
and expenses. Actual results may differ from these estimates. Please refer to note 2 in the 
Company’s audited financial statement report for further details. 
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CHANGES IN ACCOUNTING POLICIES 

There were no new accounting policies adopted during the period ended March 31, 2023. 

OUTSTANDING SHARE CAPITAL 

 
(1) The outstanding Common Shares   total is inclusive of the 8,000,000 Performance Shares. 
(2) The RSUs vest after 12 months in March 2024 
(3) The PSUs vest contingent upon and at the time the Company reaches US$12,500,000 in net sales for 2023. 

 

On February 8, 2023, Yerbae completed the Transaction, and at the time of Closing, an aggregate 
of 54,493,953 Shares were issued and outstanding of which: 35,848,290 Shares were issued to 
the former Yerbaé shareholders (inclusive of an aggregate of 5,631,276 Shares issued to former 
holders of an aggregate of US$4,500,000 in convertible promissory notes of Yerbaé converted 
immediately prior to Closing), 8,000,000 Performance Shares were issued, which Performance 
Shares are to be held in escrow and released upon the completion of certain performance-based 
incentives related to the listing of the Shares on the TSXV, future equity financings, and certain 
trailing gross revenue targets, 3,153,746 Shares were issued to the former holders of Warrants 
exercised in connection with the Closing, and 2,015,163 Shares were issued to former holders of 
the FinCo Subscription Receipts. 

 

Subsequent to Closing, an additional 116,377 Common Shares were issued upon the due exercise 
of Warrants. On March 31, 2023, there were 54,610,330 Common Shares issued and outstanding. 
As of the date of this Revised MD&A, 54,610,330 Common Shares are issued and outstanding. 

 

EQUITY INCENTIVE PLAN 

In connection with the Transaction, each outstanding stock option of Yerbaé US outstanding 
immediately prior to the Merger was exchanged for an equivalent number of stock options of 
Kona Bay (now Yerbaé) on the basis of one Kona Bay (now Yerbaé) Option for ever one Yerbaé 
US stock option. As a result, Yerbaé US’s former stock option plan was cancelled and 
subsequently replaced by the adoption of Yerbaé’s current Equity Incentive Plan (the “Plan”), 

As of March 31, 2023

Common Shares (1)
54,610,330

Warrants 9,709,726

Stock Options 2,494,039

RSUs (2) 808,041

PSUs (3)
783,693

Ful ly-Di luted Share Tota l : 68,405,829
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adopted by shareholders of the Company on December 21, 2022, and which became effective on 
February 8, 2023, in connection with the closing of the Transaction. 

The Plan is a rolling omnibus incentive plan for Options and a fixed 10% plan for performance‐
based awards such as restructure share units (“RSUs”), performance share units (“PSUs”), and 
deferred share units (collectively, “Performance‐Based Awards”), such that the aggregate 
number of Common Shares that: (i) may be issued upon the exercise or settlement of Options 
granted under the Plan, shall not exceed 10% of the Company’s issued and outstanding Common 
Shares from time to time, and (ii) may be issued in respect of Performance‐Based Awards shall 
not exceed 5,455,121. Under the Plan, settled or terminated Options or Performance‐Based 
Awards shall be available for subsequent grants under the Plan and the number of options 
available to grant increases as the number of issued and outstanding Common Shares increases. 

On March 31, 2023, the Company had an aggregate of 2,494,039 Options outstanding, and has 
granted 808,041 RSUs and 783,693 PSUs. 

SUBSEQUENT EVENTS 

On April 13, 2023, Yerbaé successfully closed the first tranche (the “First Tranche”) of a private 
placement offering of unsecured convertible debenture units (each, a “Debenture Unit”) at a 
price of $1,000 per Debenture Unit, pursuant to which First Tranche consisted of 1,650 Debenture 
Units for gross proceeds of $1,650,000. Following the closing of the First Tranche, Yerbaé closed 
the second tranche (the “Second Tranche”) of the Debenture offering on May 5, 2023, pursuant 
to which Second Tranche consisted of 2,152 Debenture Units for gross proceeds of $2,152,000. 
Each Debenture Unit consisted of: (i) one (1) $1,000 principal amount in unsecured convertible 
debenture (each, a “Debenture”); and (ii) 714 Warrants. Together with the proceeds of the First 
Tranche, the Company raised gross aggregate proceeds of $3,802,000 under the Offering. 

The Debentures mature on April 30, 2025 (the “Maturity Date”) and bear interest at a rate of 
6.0% per annum, payable on the earlier of the Maturity Date or the date of conversion of the 
Debentures. The interest will be payable in Common Shares to be determined at the Market Price 
(as that term is defined in the Policies of the TSXV). The principal amount of the Debentures will 
be convertible at the holder’s option into Common Shares at any time prior to the close of 
business on the earlier of: (i) the last business day immediately preceding the Maturity Date, and 
(ii) the date fixed for redemption in the case of a change of control, at a conversion price of $1.40 
per Common Share (the “Conversion Price”), subject to adjustment in certain customary events. 
Each Warrant entitlse the holder thereof to acquire one Common Share (each, a “Warrant 
Share”) at a price per Warrant Share of $1.70 at any time prior to the Maturity Date, subject to 
an acceleration right whereby, if, in the event the Common Shares have a daily volume weighted 
average trading price on the TSXV (or such other recognized North American securities exchange) 
of $3.00 or greater per Common Share for any 10 consecutive trading day period at any time 
after the date that is four months following the issuance of the Warrants, the Company may 
accelerate the expiry of the Warrants by giving notice to the holders thereof (by disseminating a 
news release advising of the acceleration) and, in such case, the Warrants will be deemed to have 
expired on the day which is 30 days after the date of such notice. 
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On May 16, 2023, Yerbaé secured a new accounts receivable and inventory line of credit of 
$2,500,000 (the “Debt Facility”) from Oxford Commercial Finance, a Michigan banking 
corporation, through its Delaware subsidiary Yerbaé LLC. The Debt Facility is structured as a 
revolving line of credit, which means that the Company can draw down funds as needed, and 
only pay interest on the amount borrowed. The Debt Facility is secured by a security interest in 
all assets of Yerbaé, including a first security interest in Yerbaé’s accounts receivable and 
inventory. 


