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CEO’s Review of Operations 
For the six months ended 30 June 2021 

The operating loss for the six months to 30 June 2021 was $1,992,634 (2020: $1,451,650). 
The result was in line with the Group’s business plan and represents the ramping up
of our investment in developing Cannasouth to be New Zealand’s leading medicinal 
cannabis company.

Cash on hand as at 30 June 2021 was $4.63 million (2020: $11.18 million, which included
a successful capital raise in May 2020 of $6 million).

HIGHLIGHTS FOR THE SIX MONTHS

 JANUARY 2021 Cannasouth Cultivation 
Limited (JV company) was granted its 
commercial cannabis cultivation license by  
the Medicinal Cannabis Agency (Agency)  
for its controlled environment agriculture  
sealed greenhouse  cultivation facility.  

  APRIL 2021 Cannasouth Bioscience Limited  
was granted supply activity under its  
commercial medicinal cannabis Licence  
by the Agency. The supply activity is additional  
to existing cultivation and possession for 
manufacture activities.

  JUNE 2021 Cannasouth released a 
comprehensive Medicinal Cannabis Industry 
Report to assist investors with understanding  
the New Zealand medicinal cannabis landscape.

 Strengthening the healthcare marketing skills of 
the board with the appointment of Juliet Hull as 
independent non-executive director.

 Election of Christine Pears as independent 
non-executive director to chair the Audit  
and Finance Committee. Christine has  
extensive governance experience.

 JULY 2021 Cannasouth announced plans  
to simplify and consolidate its operations  
by proposing to acquire the outstanding 40%  
of Midwest Pharmaceutics (NZ) Limited, and  
the outstanding 50% of Cannasouth Cultivation 
Limited from its joint venture partners.

 Subsequent to 30 June 2021, the company 
successfully raised $4.5 million by way of  
a Share Purchase Plan and Public Offer. 

 Successfully recruited key positions of  
Head of Quality – Group and Operations 
Manager – Cultivation.

Cannasouth’s strategy of a vertically integrated group is 
well articulated. We are committed to producing medicinal 
cannabis products in New Zealand from locally sourced raw 
materials. Cannasouth also has a supply agreement with 
an Australian supplier to import three medicinal cannabis 
products. Registration applications for these products were 
submitted to the Medicinal Cannabis Agency (Agency) 
in November 2020. This agreement is an important step 
for Cannasouth to meet an initial business objective to 
make available pharmaceutical grade medicinal cannabis 
products to New Zealand patients as soon as possible, 
prior to producing its own manufactured products.

Satish Nand joined the company in May 2021  
as Head of Quality and is responsible for managing 
quality systems across the Cannasouth Group.  
He brings to Cannasouth more than 18 years of 
Good Manufacturing Practice (GMP) pharmaceutical 
industry experience working with companies such 
as GMP Pharmaceuticals, Vitaco Health NZ, and 
Douglas Pharmaceuticals. The Head of Quality is a 
key leadership role to support the journey to Good 
Agricultural Collection Practices (GACP) and GMP 
certification of the cultivation facility. Mr Nand will lead 
the existing team of high-calibre Quality professionals. 
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For further information visit www.cannasouth.co.nz or contact:

Mark Lucas
CEO / Managing Director
Email: mark.lucas@cannasouth.co.nz
Mobile: 021 484 649

Colin Foster
CFO, Cannasouth Limited
Email: colin.foster@cannasouth.co.nz
Mobile: 027 577 1498

New Zealand regulations require companies to operate 
to the highest pharmaceutical quality standards. To 
participate in the medicinal cannabis industry requires not 
only purpose-built facilities, but also professionals with 
expertise in key areas. Quality is one of those key areas.

We have completed the construction and licensing 
activity of our cultivation facility. We are now in the final 
stages of equipment commissioning and equipment 
validation, with the first commercial grow scheduled  
for late 2021. These greenhouses are unique in  
New Zealand and one of only a handful of this 
specification globally, providing a world-class growing 
environment for our medicinal cannabis. Utilising 
the power of the sun, we greatly reduce our energy 
consumption and costs compared to indoor cultivation 
facilities traditionally used to produce premium flower.

Cannasouth is at the inflection point of transitioning 
from a capital-intensive start-up phase to generating 
its first revenue stream. Subject to completing off-take 
agreements with overseas buyers, revenue from the  
export of high-quality medicinal cannabis flower biomass 
is expected to be circa $8 million on an annual basis.  
The Company is in negotiations with several prospective 
customers for off-takes of the first harvest and exports  
are expected to begin in early 2022.

We look forward to announcing further key milestones 
in the coming months as we complete building key 
components of the business, to deliver affordable,  
next-generation cannabinoid therapeutics for local  
and export markets.

Covid-19 Pandemic
On Tuesday 17 August 2021 at 11.59pm, New Zealand 
moved to Alert Level 4 following the detection of a positive 
case of Covid-19 in the community. The Government  
has since announced that the alert level which applies 
to New Zealand south of Auckland, which includes 
all of the Groups operations, will decrease to Level 3 
effective Tuesday 31 August 2021 at 11.59pm. The Group 
is currently assessing the impact of these Covid-19 
restrictions, and whether performance will be affected.

Mark Lucas
CEO / Managing Director

www.cannasouth.co.nz


Consolidated Statement of Profit and Loss and Other Comprehensive Income
For the six months ended 30 June 2021 Unaudited Unaudited

GROUP GROUP

Notes 30 Jun 2021 30 Jun 2020

(6 Months) (6 Months)

Continuing operations $ $

Revenue and other income 83,064 58,403 

Cost of sales -    -    

Gross profit 83,064 58,403 

Interest income 40,773 85,778 

Research and development expenses (290,817) (308,927)

Administrative expenses 3 (1,492,164) (1,166,735)

Share of net loss of joint ventures accounted for using the equity method (320,507) (104,986)

Loss before finance costs (1,979,651) (1,436,467)

Finance costs (12,983) (15,183)

Loss before tax from continuing operations (1,992,634) (1,451,650)

Income tax (expense)/benefit -    -    

Loss after tax from continuing operations (1,992,634) (1,451,650)

Other comprehensive income -                     -                     

Total comprehensive loss (1,992,634) (1,451,650)

Total comprehensive loss is attributable to:

Owners of Cannasouth Ltd (1,992,634) (1,451,650)

Profit/(Loss) per share (cents per share)

Basic (1.63) (1.34)
Diluted (1.63) (1.34)

Weighted average number of ordinary shares issued

Basic 121,830,551 108,109,889 
Diluted 121,830,551 108,109,889 

The above consolidated statements should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Financial Position
As at 30 June 2021 Unaudited Audited Unaudited

GROUP GROUP GROUP

Notes 30 Jun 2021 31 Dec 2020 30 Jun 2020

$ $ $

Cash and cash equivalents 4,634,100 9,151,233 11,178,064 

Trade and other receivables 83,137 65,716 111,861 

Tax refunds due 42,178 44,234 44,234 

Other financial assets at amortised cost 5 -    -    1,904,104 

Other assets 185,889 200,539 177,319 

Total current assets 4,945,304 9,461,722 13,415,582 

Property, plant and equipment 648,251 728,711 789,932 

Right of use assets 119,560 132,046 149,497 

Investments 1,644,138 1,964,644 2,073,962 
Loans to related parties 5 5,274,104 2,264,104 -    

Other intangible assets 21,419 11,892 13,644 

Total non-current assets 7,707,472 5,101,397 3,027,035 

Total assets 12,652,776 14,563,119 16,442,617 

Trade and other payables 412,336 336,182 437,378 

Lease liabilities 35,171 31,175 28,505 

Total current liabilities 447,507 367,357 465,883 

Lease liabilities 107,451 121,217 137,452 

Total non-current liabilities 107,451 121,217 137,452 

Total liabilities 554,958 488,574 603,335 

Net assets 12,097,818 14,074,545 15,839,282 

Share capital 4 20,066,346 20,066,346 19,821,721 

Accumulated deficit (8,040,181) (6,053,547) (4,036,922)

Share-based payment reserve 71,653 61,746 54,483 
Total equity 12,097,818 14,074,545 15,839,282 

The above consolidated statements should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Changes in Equity
For the six months ended 30 June 2021

GROUP

Unaudited
Share Capital

Unaudited 
Share-based 

Payment 
Reserve

Unaudited 
Accumulated 

Deficit

Unaudited 
Total Equity

Notes $ $ $ $

Balance as at 1 January 2021 20,066,346 61,746 (6,053,547) 14,074,545 

Shares issued -    -    -    -    

Capital raising costs 4 -    -    -    -    

Profit/(loss) for the year -    -    (1,992,634) (1,992,634)

Total comprehensive income -    -    (1,992,634) (1,992,634)

Increase/(decrease) in reserves -    9,907 6,000 15,907 

Balance as at 30 June 2021 20,066,346 71,653 (8,040,181) 12,097,818 

GROUP

Unaudited
Share Capital

Unaudited 
Share-based 

Payment 
Reserve

Unaudited 
Accumulated 

Deficit

Unaudited 
Total Equity

Balance as at 1 January 2020 14,149,297 32,659 (2,585,273) 11,596,683 

Shares issued 6,024,805 -    -    6,024,805 

Capital raising costs 4 (352,381) -    -    (352,381)

Profit/(loss) for the year -    -    (1,451,650) (1,451,650)

Total comprehensive income -    -    (1,451,650) (1,451,650)

Increase/(decrease) in reserves -    21,824 -    21,824 

Balance as at 30 June 2020 19,821,721 54,483 (4,036,923) 15,839,282 

The above consolidated statements should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Cash Flows
For the six months ended 30 June 2021 Unaudited Unaudited

GROUP GROUP

Notes 30 Jun 2021 30 Jun 2020

(6 Months) (6 Months)

$ $

Operating activities

Cash was provided from:

Interest received 120,156 73,210 

Receipts from customers 49,889 89,193 

GST refunded 15,753 993 

Taxation refunded 2,056 -    

Cash was disbursed to:

Payments to suppliers and employees (1,662,782) (1,183,207)

Interest paid (12,983) (15,183)

Taxation paid -    (28,188)

Net cash flows used in operating activities (1,487,911) (1,063,182)

Investing activities

Cash was applied to:

Purchase of property, plant and equipment (9,451) (54,338)

Loans to related parties (3,010,000) (1,844,104)

Net cash flows used in investing activities (3,019,451) (1,898,442)

Financing activities

Cash was provided from:

Proceeds from capital raising 4 -    6,024,805 

Cash was applied to:

Loans from related parties -    -    

Payment of lease liabilities (9,771) (12,452)

Capital raising costs -    (352,381)

Net cash flows from financing activities (9,771) 5,659,972 

Net increase in cash flows (4,517,133) 2,698,348 

Opening cash and cash equivalents 9,151,233 8,479,716 

Cash and cash equivalents at the end of the period 4,634,100 11,178,064 

The above consolidated statements should be read in conjunction with the accompanying notes. 
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Notes to the Consolidated Financial Statements

For the six months ended 30 June 2021

1 Reporting entity

2 Basis of preparation of the consolidated financial statements
(a) Statement of compliance

(b) Basis of preparation

(c) Functional and presentation currency

(d) Presentational changes

3 Administrative expenses

4 Share capital

(a) Share capital recognition and measurement

Reconciliation of Share Capital Unaudited Unaudited
# Shares $

Opening Balance at 1 January 2021 121,830,551 21,455,411 

Balance at 30 June 2021 121,830,551 21,455,411 

Opening Balance at 1 January 2020 105,467,606 15,175,981 

Share Purchase Plan (SPP) issue on 7 May 2020 15,853,695 6,024,805 

Balance at 30 June 2020 121,321,301 21,200,786 

(b) Capital raising costs

The Group has capitalised no capital raising costs during the period (30 June 2020 $352,381).

These consolidated financial statements are presented in New Zealand dollars (NZ$), which is the Group's functional currency.

Certain amounts in the comparative information have been reclassified to ensure consistency with the current period's presentation.

The consolidated financial statements have been prepared on the historical cost basis. 

No dividends have been paid or declared during the period.

Administrative expenses includes costs relating to the initial set up and establishment of quality systems and other systems.

The Group deducts costs incurred for capital raising from equity when the following three criteria are met:
•  The transaction costs are incremental or could have been avoided if the equity transaction was not undertaken;
•  The costs are directly attributable to the equity transaction; and
•  The equity transaction relates to issuance of new shares to raise additional capital. 

Share capital is classified as equity when there is no obligation to transfer cash or other assets. Incremental costs directly attributable to the 
issue of new shares are shown in equity as a deduction, net of tax, from the proceeds.

All ordinary shares are fully paid and authorised. They have equal voting rights and share equally in dividends and surpluses on winding up. 
The shares have no par value. 

The consolidated financial statements of the Group have been prepared in accordance with IAS 34 Interim Financial Reporting, Generally Accepted Accounting 
Practice in New Zealand (NZ GAAP) and the requirements of the Financial Reporting Act 2013 and the Companies Act 1993.

For the purposes of complying with NZ GAAP the Group is a for-profit entity. The consolidated financial statements of the Group comply with New Zealand 
Equivalents to International Financial Reporting Standards (NZ IFRS) and International Financial Reporting Standards (IFRS).

The accounting policies and methods of computation applied by the Group in these consolidated financial statements are the same as those applied by the 
Group in its financial statements for the year ended 31 December 2020.

Cannasouth Limited and Group

The consolidated financial statements were authorised for issue in accordance with a resolution of directors dated 27 August 2021.

Cannasouth Ltd ("the Company") is a company registered and domiciled in New Zealand. The address of the Company’s registered office is c/- Braithwaite and 
Pearks Ltd, Level 1, 240 Victoria Street, Hamilton, 3256. The Company together with its subsidiary, Cannasouth Bioscience Ltd (the 'Group') is principally 
engaged in the production and supply of cannabis biomass and therapeutic products, including research and development of cannabinoid medicines.
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5 Other financial assets at amortised cost
Financial assets at amortised cost include the following debt investments: Unaudited Unaudited

GROUP GROUP

30 Jun 2021 30 Jun 2020

(6 Months) (6 Months)
Loans to related parties: $ $

Midwest Pharmaceutics NZ Ltd 1,974,104 904,104 

Cannasouth Cultivation Ltd 3,300,000 1,000,000 

5,274,104 1,904,104 

less: loss allowance for debt investments at amortised cost -    -    

5,274,104 1,904,104 

6 Related party transactions

Unaudited Unaudited

GROUP GROUP

30 Jun 2021 30 Jun 2020

(6 Months) (6 Months)
Trade receivables due to related parties: $ $

Midwest Pharmaceutics NZ Ltd 9,247 16,621 

Cannasouth Cultivation Ltd 53,995 21,710 

63,242 38,331 

7 Events after the reporting period

Capital Raising

Purchase of Midwest Pharmaceutics NZ Ltd

Covid-19 Pandemic

Nature of Balance

Recharge of expenses

Recharge of expenses

In addition to the loans above, at balance date there were related 
party advances owing from the following related entities:

On 2 August 2021 the Company announced it has completed the acquisition of the outstanding 40% shareholding in Midwest Pharmaceutics NZ Limited 
(Midwest). This transaction was previously announced to the market on 5 July 2021. Cannasouth acquired the initial 60% of Midwest in October 2019, including 
call options to acquire the remaining shares in Midwest. The accelerated acquisition of the outstanding shares in Midwest enables the Company to further 
integrate Midwest into Cannasouth. This transaction is not included in the consolidated financial statements to 30 June 2021.

On 16 July 2021 the Company announced a capital raising offer to retail investors of up to $6 million. On 3 August 2021 the Company announced that phase one 
of the capital raise had closed, raising $4.5 million, and that the Company would now move to complete phase two of the capital raising initiative by seeking to 
raise the remaining $1.5 million of new capital, and to then complete the acquisition of the outstanding 50% of Cannasouth Cultivation Limited following the 
completion of that capital raising initiative. The capital raising is not included in the consolidated financial statements to 30 June 2021.

On Tuesday 17 August 2021 at 11.59pm, New Zealand moved to Alert Level 4 following the detection of a positive case of Covid-19 in the community. The 
Government has since announced that the alert level which applies to New Zealand south of Auckland, which includes all of the Groups operations, will decrease 
to Level 3 effective Tuesday 31 August 2021 at 11.59pm. The Group is currently assessing the impact of these Covid-19 restrictions, and whether performance 
will be affected.
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Business Directory
Incorporated  21 August 2018

Company Number  6987773

Nature of Business  A vertically integrated, NZX listed, biopharmaceutical  
group, with business activities from the production  
and supply of cannabis biomass through to the 
manufacture and supply of therapeutic products  
(both cannabis and non-cannabis), including related 
activities such as research and development.

Registered Office  c/- Braithwaite and Pearks Limited
 Level 1, 240 Victoria Street
 Hamilton Central
 Hamilton 3204

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

Telephone number  +64 7 949 8393

Directors  Mark Lucas 
Executive Director  
– Appointed 21 August 2018

 Anthony Ho 
Independent Chairman  
– Appointed 26 September 2018

 Juliet Hull 
Independent Director  
– Appointed 9 February 2021

 Christine Pears 
Independent Director  
– Appointed 28 June 2021

 Conor English 
Independent Director  
– Appointed 19 October 2018, Retired 28 June 2021

Securities Registrar Link Market Services Limited
 Level 30, PWC Tower, 
  15 Customs Street West, 
 Auckland 1010

Legal Advisors Harkness Henry 
Level 8, KPMG Centre 
85 Alexandra Street 
Hamilton 3240

 Corporate Counsel
 PO Box 105 745
 Auckland 1143

Auditors Deloitte Limited
 Deloitte House 
 24 Anzac Parade
 Hamilton 3216

Cannasouth Limited and Group – Financial Statements for the six months ended 30 June 2021



Cannasouth Limited and Group – Financial Statements for the six months ended 30 June 2021

Gallagher Core Facilities Building,
Waikato Innovation Park,
 1 Melody Lane, Hamilton East,
Hamilton 3216, New Zealand

PO Box 28132,
Rototuna,
Hamilton 3256,
New Zealand

enquiries@cannasouth.co.nz
+64 (0)7 949 8393
                   @cannasouth

LEARN MORE AT  
CANNASOUTH.CO.NZ

PCN004-0821

mailto:enquiries%40cannasouth.co.nz?subject=
https://www.cannasouth.co.nz
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