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CANNASOUTH LIMITED
CHAIRMAN AND EXECUTIVE DIRECTORS REVIEW OF OPERATIONS
FOR THE PERIOD ENDED 31 DECEMBER 2018

Dear fellow shareholder

Welcome to the inaugural Annual Report for Cannasouth Limited.  

Cannasouth operates in the emerging medicinal cannabis sector in New Zealand.  The Company and its founders 
have been intimately involved in the research and development of medicinal cannabis having worked collaboratively 
over a number of years with the University of Waikato and with the New Zealand Ministry of Health (MOH). 
The focus of Cannasouth is to conduct and advance further research into the benefi ts of medicinal cannabis and to 
develop a range of medicinal cannabis related products for distribution in New Zealand and globally. Our mission is 
to bring science to our medicinal cannabis products.

Cannasouth Limited was incorporated on 21 August 2018 and on 24 August 2018 acquired 100% shareholding of 
Cannasouth Plant Research New Zealand Limited.  

Key achievements for 2018 include:
• Completion of AGMART funded University of Waikato Masters research on Cannabinoid Fractionation and  
 Purifi cation;
• Commencement of Callaghan Innovation funded University of Waikato PhD research on Super Critical CO  
 Fluid and Short Path Distillation Research;
• Establishment of the Cannasouth Board of Directors;
• Successfully raising new capital;
• Securing MOH licence to Deal in Controlled Drugs for research purposes; and
• Commencement of cultivation and research facility projects. 

Key achievements for 2019 year to date include:
• Securing MOH licences to Import Controlled Drugs and Cultivate a Prohibited Plant;
• Catalyst for the formation of an industry body (New Zealand Medicinal Cannabis Council - NZMCC)
 to properly interface with MOH to ensure that future guidelines are properly implemented with due
 industry consultations;
• Commencement of Callaghan Innovation funded University of Waikato Masters research on Tissue Culture;
• Completion of cultivation and research facility projects; and
• Building up a management and research team.

At the date of this report, the Company is well advanced in respect of progressing its initial public off ering (IPO) in 
conjunction with its application to list on the NZX Main Board. Capital raised from the IPO will be applied towards
the following:
• Pay for the costs associated with the off er, and the listing of the Company’s shares on the NZX Main Board;
• Advancing research and product initiatives;
• Investigations into a site for the construction of new scalable commercial processing and research and   
 cultivation facilities as regulations are developed and such expansion becomes commercially viable;
• Additional staffi  ng; and
• Increasing working capital.

Thank you for your support and trust in Cannasouth.

Yours sincerely
CANNASOUTH LIMITED

Tony Ho       Mark Lucas
  Chairman                                                                                                        Executive Director, CEO
  09 May 2019       09 May 2019
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CANNASOUTH LIMITED
DIRECTORS’ RESPONSIBILITY STATEMENT
FOR THE PERIOD ENDED 31 DECEMBER 2018

The Directors have pleasure in presenting the Annual Report of Cannasouth Limited and its subsidiary (the ‘Group’) 
incorporating the consolidated fi nancial statements and the Independent Auditor’s Report for the four month period 
ended 31 December 2018.

The Directors are responsible for ensuring that the fi nancial statements give a true and fair view of the fi nancial
position of the Company and the Group as at 31 December 2018 and their fi nancial performance and cash fl ows
for the period ended on that date. 

The Directors consider that the fi nancial statements of the Company and the Group have been prepared using
appropriate accounting policies, consistently applied and supported by reasonable judgements and estimates
and that all relevant fi nancial reporting and accounting standards have been followed. 

The Directors believe that proper accounting records have been kept which enable, with reasonable accuracy, the 
determination of the fi nancial position of the Company and the Group and facilitate compliance of the fi nancial 
statements with the Financial Reporting Act 2013. 

The Directors consider they have taken adequate steps to safeguard the assets of the Company and Group and to 
prevent and detect fraud and other irregularities. 

The Board of Directors of the Group authorised these consolidated fi nancial statements and notes presented on 
pages 7 - 25 for issue on 16 April 2019. 

The Financial Statements are signed on behalf of the Board by:
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Mark Lucas
Director

16 April 2019

Nic Foreman
Director

16 April 2019
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Independent Auditor’s Report

To the Shareholders of Cannasouth Limited and Group

Opinion We have audited the financial statements of Cannasouth Limited and its subsidiary (the 
‘Group’), which comprise the consolidated statement of financial position as at 31 December 
2018, and the consolidated statement of profit and loss and other comprehensive income, 
statement of changes in equity and statement of cash flows for the four months ended on 
that date, and notes to the consolidated financial statements, including a summary of 
significant accounting policies. 

In our opinion, the accompanying consolidated financial statements, on pages 7 to 25,
present fairly, in all material respects, the consolidated financial position of the Group as at 
31 December 2018, and its consolidated financial performance and cash flows for the four
months ended in accordance with New Zealand Equivalents to International Financial 
Reporting Standards (‘NZ IFRS’) and International Financial Reporting Standards (‘IFRS’). 

Basis for opinion We conducted our audit in accordance with International Standards on Auditing (‘ISAs’) and 
International Standards on Auditing (New Zealand) (‘ISAs (NZ)’). Our responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the 
Consolidated Financial Statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide 
a basis for our opinion.

We are independent of the Group in accordance with Professional and Ethical Standard 1 
(Revised) Code of Ethics for Assurance Practitioners issued by the New Zealand Auditing and 
Assurance Standards Board and the International Ethics Standards Board for Accountants’ 
Code of Ethics for Professional Accountants, and we have fulfilled our other ethical 
responsibilities in accordance with these requirements.

Other than in our capacity as auditor and assistance with preparation of the financial 
statements, we have no relationship with or interests in the Company or its subsidiary. 
These services have not impaired our independence as auditor of the Company and Group.  

Other information The directors are responsible on behalf of the Group for the other information. The other 
information comprises the information in the Annual Report that accompanies the financial 
statements and the audit report.  

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

Our responsibility is to read the other information and consider whether it is materially 
inconsistent with the financial statements or our knowledge obtained in the audit or 
otherwise appears to be materially misstated. If so, we are required to report that fact. We 
have nothing to report in this regard.  

Directors’ responsibilities for 
the consolidated financial 
statements 

The directors are responsible on behalf of the Group for the preparation and fair presentation 
of the consolidated financial statements in accordance with NZ IFRS and IFRS, and for such 
internal control as the directors determine is necessary to enable the preparation of 
consolidated financial statements that are free from material misstatement, whether due to 
fraud or error.

In preparing the consolidated financial statements, the directors are responsible on behalf 
of the Group for assessing the Group’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 the directors either intend to liquidate the Group or to cease operations, or have no 
realistic alternative but to do so.
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Auditor’s responsibilities for 
the audit of the consolidated
financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial 
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs 
and ISAs (NZ) 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.

A further description of our responsibilities for the audit of the financial statements is located 
on the External Reporting Board’s website at: 

https://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-
responsibilities/audit-report-7

This description forms part of our auditor’s report.

Restriction on use This report is made solely to the Company’s shareholders, as a body, in accordance with
Section 207B of the Companies Act 1993. Our audit has been undertaken so that we might 
state to the Company’s shareholders those matters we are required to state to them in an 
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not 
accept or assume responsibility to anyone other than the Company’s shareholders as a body, 
for our audit work, for this report, or for the opinions we have formed.

Hamilton, New Zealand
16 April 2019









































CANNASOUTH LIMITED

CORPORATE GOVERNANCE STATEMENT

FOR THE PERIOD ENDED 31 DECEMBER 2018

The Board of Cannasouth Limited is committed to acting with integrity and expects
high standards of behaviour and accountability from all its offi   cers and staff  .
The Board recognises the need to continue to enhance its Governance Standards in line
with developing best practice. In doing so, the Board has considered standards,
guidelines and principles published by a range of interested parties in New Zealand and
Internationally. The Governance Principles adopted by the Board are designed to meet
best practice. The Board has reviewed those Rules, Principles and Guidelines and is
taking progressive steps to improve the Governance Systems and Processes by
reference to them.

Role of the Board

The Board’s primary objective is the enhancement of shareholder value by following
appropriate strategies and ensuring eff  ective and innovative use of available Group
resources. The Board is responsible for the management, supervision and direction of
the Group. Day-to-day management of the Group is delegated to the Group Chief
Executive Offi  cer.

Board Meetings

The Board normally meets eleven times each year for scheduled meetings. Additional
meetings are held where specifi  c matters require attention between scheduled meetings.
Board meetings are used to monitor, challenge, develop and fully understand business
and operational issues.

Composition of the Board

The Constitution provides that there will be no less than three Directors.
The Board currently consists of two Independent Directors including the Chairman,
and two non-independent executive directors.

Criteria for Board Membership

When a vacancy arises, the Board will identify candidates with a mix of capabilities and
perspectives considered necessary for the Board to carry out its responsibilities
eff  ectively. A Director appointed by the Board must stand for election at the next
Annual Meeting.
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Board Committees

The Board has established an Audit & Risk Committee, and a Remuneration, Nomination
and Health & Safety Committee.

The Audit & Risk Committee operates under a Charter approved by the Board and is
accountable to the Board for: the business relationship with, and the independence of,
external auditors; the reliability and appropriateness of the disclosure of the fi  nancial
statements and external fi  nancial communication; and the maintenance of an eff  ective
business risk management framework including compliance and internal controls.
The Audit & Risk Committee is comprised of Independent and Executive Directors.
The Chairman of the Committee is Conor English. Tony Ho and Mark Lucas are also
members of the Audit & Risk Committee.

The Remuneration, Nomination and Health & Safety Committee (RNHS Committee)
operates under a Charter approved by the Board and is accountable to the Board for:
obtaining assurance that the Group’s human resources policies and practices support
achievement of the Group’s goals; overseeing appointments of the Group Chief Executive
Offi   cer, roles reporting to the Group Chief Executive Offi   cer, and key professional advisors
in the area of Legal, Tax and Public Relations; overseeing the development of key
employees, and for ensuring appropriate health and safety policies and protocols
are implemented.

The RNHS Committee recommends to the Board the level of the Group Chief
Executive Offi   cer’s remuneration package. The RNHS Committee is comprised
of Independent and Executive Directors. The Chairman of the Committee is Tony Ho.
Conor English and Mark Lucas are also members of the RNHS Committee.

Trading in Shares

Cannasouth Limited has a detailed Financial Products Trading Policy applying to all
Directors, Employees and Contractors. A procedure must be followed to obtain consent
to trade in the Company’s shares at all times. Directors, Employees and Contractors are
not able to trade in Company shares, if they are in possession of unpublished price
sensitive information.

The Company reinforces these measures by requiring that anyone designated
as having the opportunity to access price sensitive information can transact in
the Company’s securities only with the prior approval of the Chairman.
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CANNASOUTH LIMITED

ADDITIONAL INFORMATION

FOR THE PERIOD ENDED 31 DECEMBER 2018

1. DIRECTORS
The names of the Directors of the Company in offi  ce at the date of this Report are:

Tony Ho
Chairman and Independent non-executive Director

Conor English
Independent non-executive Director 

Mark Lucas
Executive Director and Chief Executive Offi  cer

Nic Foreman
Executive Director and Chief Operating Offi  cer

2. REMUNERATION OF DIRECTORS
During the calender year the following remuneration was paid or payable to Directors:

Company - Cannasouth Limited 2018
Tony Ho (Appointed 26 September 2018) $10,000
Conor English (Appointed 19 October 2018) $9,999
Mark Lucas (Appointed 21 August 2018) $0
Nic Foreman (Appointed 21 August 2018) $0
Subsidiary - Cannasouth Plant Research New Zealand Limited
Mark Lucas (Appointed 10 September 2017) $41,080
Nic Foreman (Appointed 15 May 2017) $40,797

3. EMPLOYEES
No employees received remuneration and benefi ts which exceeded $100,000 in value for the fi nancial period
ended 31 December 2018  
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4.  INTERESTED TRANSACTIONS

The Directors have disclosed the following transactions with the Company and Group:

Interested Transactions
On 24 August 2018, Cannasouth Limited acquired 100% of the shares (“Sale Shares”) on issue in Cannasouth Plant
Research New Zealand Limited from:
 •  Mark Lucas (Director of Cannasouth), as to 485 shares for a total aggregate consideration of $1.00;
 • Nic Foreman (Director of Cannasouth), as to 485 shares for a total aggregate consideration of $1.00.

On 23 October 2018, Tony Ho entered into a subscription agreement with Cannasouth to subscribe for 400,000
new ordinary fully paid shares at an aggregate issue price of $100,000, which consideration was satisfi ed by the
payment of cash on completion of the transaction.

On 23 October 2018, Johanna Coughlan, wife of Conor English, entered into a subscription agreement with
Cannasouth to subscribe for 100,000 new ordinary fully paid shares at an aggregate issue price of $25,000,
which consideration was satisfi ed by the payment of cash on completion of the transaction.

Directors’ Remuneration
Remuneration details of Directors are provided above.

Indemnifi cation and Insurance of Offi  cers and Directors
The Company indemnifi es Directors and Executive Offi  cers of the Group against all liabilities which arise out of
the performance of their normal duties as Directors or Executive Offi  cers, unless the liability relates to conduct
involving lack of good faith. To manage this risk, the Group is in the process of obtaining Directors & Offi  cers
Insurance cover.

5.  AUDITORS

During the fi nancial period ended 31 December 2018, Deloitte Limited were appointed auditors of the Company and 
Group. Fees paid and due to Deloitte Limited are $8,500 for audit related services. In accordance with Section 200 
of the Companies Act 1993, the auditors, Deloitte Limited, continue in offi  ce.

6.  DONATIONS

There were no donations paid during the year.
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 CORPORATE DIRECTORY
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 Cannasouth Limited    Registered Offi  ce
     c/- Braithwaite and Pearks Limited
     Level 1, 240 Victoria Street
     Hamilton Central
     Hamilton, 3256

     Physical Address
     Core Facilities Building
     Waikato Innovation Park
     1 Melody Lane
     Hamilton East
     Hamilton, 3216

     Telephone number:  +64 7 949 8393

 Directors   Tony Ho (Independent Chairman)
     Conor English (Independent Director)
     Mark Lucas (Executive Director)
     Nic Foreman (Executive Director)

 Securities Registrar  Link Market Services Limited
     Level 11
     Deloitte Centre
     80 Queen Street
     Auckland 1010

     Telephone number:  09 375 5998

 Legal Advisors   Corporate Counsel
     P O Box 105 745
     Auckland 1143

 Auditors   Deloitte Limited
     Deloitte House
     24 Anzac Parade
     Hamilton 3216 


