
Cannasouth Limited
General Retail Offer Booklet
 16 July 2021

L E A D  M A N A G E R



 16 July 2021

Dear potential investor,
The Offer
On behalf of the Board of Cannasouth Limited (Cannasouth), I am pleased to offer you an opportunity  
to participate in an offer to purchase up to $50,000 of shares at an issue price of $0.40 per New Share. 
In addition, for every three shares that you subscribe for, you will be issued with one option to acquire an 
additional share in Cannasouth at an issue price of $0.40 (Option) – the term of the Option is 24 months 
from the date of the issue of the Option.

Purpose of the Capital Raising 
Having successfully created the foundations of the business, Cannasouth now has a clear pathway to 
generating significant revenues in the year ahead. The Company currently has more than $4.2 million 
of cash on hand, no debt, and a monthly cash burn of $350,000. The timing is right to consolidate 
Cannasouth’s business activities to enable it to fully capture the revenue opportunities in front of it. 

In order to advance the Company’s path to revenue, the Company has resolved to:

— Buy the remaining 50% of Cannasouth Cultivation Limited (CCL) for $3 million cash (plus 1,350,000 
new Cannasouth shares at an issue price of $0.40 per share representing $540,000).

—  Fund the CCL JV partners remaining share of the CCL build cost of $2 million cash.

—  Buy the remaining 40% of Midwest Pharmaceutics (NZ) Ltd (Midwest) for $1,026,000 of which 
$880,000 of the purchase price shall be satisfied by the issue of 2.2 million new Cannasouth  
shares at an issue price of $0.40 per share (equal to $880,000) and the remaining $146,000 in cash.

—  Raise additional funding to:
 • Increase marketing spend for export flower sales
 • Accelerate R&D and new product development
 • Additional working capital

To fund the above initiatives, Cannasouth is raising $6 million of new capital. The new capital is to be  
raised through a priority offer to clients of CM Partners (the lead manager of the capital raising), and  
a dual offer to retail investors, comprising this general offer to members of the public and a share 
purchase plan to existing shareholders of Cannasouth. Cannasouth also reserves the right to raise 
additional new capital through a placement to wholesale investors up to a maximum of $2 million.

Further details about the offer and the terms and conditions are set out in this Booklet. You should  
read this, and seek professional advice if you have any queries about making an investment decision. 

Further information about Cannasouth can be found on our website http://www.cannasouth.co.nz 

The offer closes at 5pm on Friday, 30 July 2021. If you wish to participate in this offer, please ensure  
that you complete an online application at www.cannasouthshareoffer.com and make payment to  
Link Market Services Limited by the Closing Date.  

On behalf of the Board, I would like to thank you for your interest in Cannasouth and welcome you  
to be part of the next phase of our exciting journey. 

Terms and conditions and other important information applying for new shares are set out on the  
following pages.

If you have questions arising from this document, please contact Cannasouth’s share registry,  
Link Market Services Limited, between 8:30am to 5:00pm (Monday to Friday) prior to the  
Closing Date on (09) 375 5998. 

Yours sincerely, 
Cannasouth Limited

Tony Ho 
Chairman
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Key Information

The Offer An offer of up to $50,000 of New Shares  
per retail investor applicant.

Who can participate? Retail investors located in New Zealand

Issue price $0.40 per New Share

New Shares The same class as (and rank equally with) 
existing quoted Shares on the Issue Date

Amount of New  

Shares being offered

Up to $6 million is being sought in aggregate 
under a priority offer, this Offer and a share 
purchase plan being made to existing 
shareholders of Cannasouth, but Cannasouth 
has discretion to accept oversubscriptions.

Options to be issued For every three New Shares you subscribe for, 
you will be issued one Option. In the case of 
fractional entitlements to receive Options,  
your entitlement will be rounded up to the 
nearest whole number of Options

When to apply Applications must be received by 5.00pm  
on the Closing Date (30 July 2021). 

How to apply Application must be made online at  
www.cannasouthshareoffer.com.  
Payment must be by direct credit  
from a NZ bank account.

Dates
Opening date 16 July 2021

Closing Date 5.00 pm, 30 July 2021

Allotment and Issue of New Shares 6 August 2021

Quotation of New Shares 6 August 2021

Statements mailed By 6 August 2021

Dates are subject to change and are indicative only. Cannasouth reserves the right to amend this 
timetable (including by extending the Closing Date) subject to applicable laws and the NZX Listing 
Rules. Cannasouth reserves the right to withdraw the Offer and issue New Shares at any time before 
the Issue Date in its absolute discretion.

3 Cannasouth Limited – General Retail Offer – 16 July 2021

http://www.cannasouthshareoffer.com


Introduction to Cannasouth

Cannasouth is a biopharmaceutical research and development company 
based in the Waikato. The Company was established in 2018 to focus on 
the commercial development of the medicinally beneficial attributes of 
cannabinoid compounds such as CBD, THC and associated chemical 
structures that are produced by the cannabis plant. Cannasouth’s focus is 
the development of next-generation cannabinoid medicines that support 
patients’ health outcomes and improve their quality of life. Its products will 
be produced under Good Manufacturing Practice (GMP) to a pharmaceutical 
grade using environmentally friendly methods without the use of harmful 
chemicals or solvents. The Cannasouth group holds commercial medicinal 
cannabis licenses granted by the Medicinal Cannabis Agency (MCA) for 
cultivation, possession to manufacture, and supply activities.

Cannasouth operates three distinct business divisions:

Cannasouth Cultivation
Cannasouth currently owns a 50% stake in a Joint Venture business, Cannasouth 
Cultivation Limited (CCL). CCL has built a state-of-the-art growing and processing  
facility that will produce medicinal cannabis flower biomass to pharmaceutical grade  
at a highly competitive production cost. Its cultivation assets are energy efficient  
and more environmentally sustainable than indoor cultivation operations. 

The facility, designed to produce premium Good Agricultural and Collection Practices 
(GACP) and Good Manufacturing Practice (GMP) pharmaceutical compliant biomass, 
is now in the equipment installation and validation phase. It is anticipated that the new 
facility will have sufficient capacity to generate circa $8 million of revenues per annum 
(based on conservative current global pricing), subject to Cannasouth Cultivation 
securing commercial offtake agreements and completing quality certification.  
The facility has been designed to be scalable to 4 times its current size. 

Midwest Pharmaceutics (NZ) Limited
Cannasouth currently owns 60% of Hawke’s Bay-based Midwest Pharmaceutics (NZ) 
Limited (Midwest). Established in Hastings in 2001, Midwest operates a GMP compliant 
manufacturing and packing facility specialising in the manufacture, re-packing and 
wholesale supply of pharmaceutical raw materials, including both actives and excipients 
and the manufacture of dietary supplements and herbal extracts. Its products are used 
by compounding pharmacies, hospitals, universities and pharmaceutical and veterinary 
manufacturers. Midwest generates circa $2m in annual revenues.

As well as developing its existing operations, Cannasouth is looking to expand  
Midwest’s product lines into cannabis-based ingredients and finished medicines  
for local and export markets. 

Research & Development
Cannasouth has adopted a phased approach to product development with early life-
cycle management a priority, along with a focus on improving efficacy and usability 
of existing products. The company is also working on longer-term challenges which 
include advanced drug delivery technologies and identifying new bioactive molecules. 
Cannasouth’s advanced R&D facilities, supported by several Callaghan funded research 
programs, will help it deliver a short and long-term product pipeline, and the IP to protect 
our investment and disrupt the industry. Its R&D department is headed by David Gill, 
a highly experienced and innovative pharmaceutical scientist and named inventor of 
several patents.
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The Transactions

Acquisition of outstanding interest in Cannasouth Cultivation Limited 
Cannasouth has entered into a conditional agreement with Aaron Craig and his family interests  
(Craig Family Interests) to acquire the remaining 50% stake in the Joint Venture business  
Cannasouth Cultivation Limited that Cannasouth does not already own. 

The principal terms of the Cannasouth Cultivation acquisition are as follows: 

— Cannasouth will acquire the remaining 50% of the shares on issue in Cannasouth Cultivation which it 
does not already own, together with all of the shareholder loans made to Cannasouth Cultivation by 
the Craig Family interests, for an aggregate purchase price of $3,540,000. 

— The purchase price shall be satisfied as follows: 
 • The payment of $2,000,000 on completion of the acquisition; 
 • The payment of $500,000 12 calendar months after the date of the completion of the acquisition; 
 • The payment of $500,000 18 calendar months after the date of the completion of the acquisition; 
 • The issue of $540,000 of new ordinary fully paid shares in Cannasouth at an issue price of $0.40 

per share. 

The new shares will be issued subject to a 9-month escrow.

— The acquisition of the outstanding interest in Cannasouth Cultivation is conditional on the Company 
raising not less than $6,000,000 of new capital through a capital raising initiative to be undertaken by 
not later than 5pm on 30 September 2021 (“Condition”). 

— Settlement for the acquisition of Cannasouth Cultivation is anticipated to occur shortly after the 
Condition has been met. 
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The Transactions

Acquisition of outstanding interest in Midwest Pharmaceutics (NZ) Limited 
Cannasouth has entered into a conditional agreement with Mark Balchin and Greenmeadows Health 
Limited (“Midwest Vendors”) to acquire the remaining 40 per cent shareholding in Hawke’s Bay-based 
Midwest Pharmaceutics (NZ) Limited (Midwest) that it does not already own, together with the shareholder 
loans made by the Midwest Vendors to Midwest for an aggregate purchase price of $1,026,000. 

Currently Cannasouth owns 60% of Midwest. The business generates circa $2 million per annum in 
revenues, which after the completion of the transaction will be consolidated into Cannasouth’s P&L  
from the date of acquisition. 

The Midwest acquisition provides Cannasouth with the opportunity to streamline operations and 
generate additional revenues from existing operations while positioning the business for GMP certified 
medicinal cannabis manufacturing.

CEO of Midwest, Mark Balchin, will continue as Chief Manufacturing Officer for the Group. 

The principal terms of the Midwest acquisition are as follows: 

— Cannasouth will acquire the remaining 40% of the shares on issue in Midwest that it does not  
already own, together with all shareholder loans made by the Midwest Vendors to Midwest for  
an aggregate purchase price of $1,026,000. 

— The purchase price shall be satisfied as follows: 
 • The issue of $880,000 of new ordinary fully paid shares in Cannasouth at an issue price  

of $0.40 per share. The new shares will be issued subject to a 24-month escrow; 
 • The payment of $146,000 in cash which will be paid as follows (i) The sum of $73,000  

will be paid on that date being 12 calendar months after the completion of the transaction,  
and market announcement and (ii) the further sum of $73,000 will be paid on that date  
being 18 calendar months after the completion of the transaction. 

— The Midwest transaction is conditional on the parties obtaining the approvals of several landlords  
and regulators to the change in control of Midwest on or before 31 August 2021. 

— Settlement of the transaction is anticipated to occur shortly after the date upon which the conditions 
precedent are satisfied. 
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Commercial Benefits of the Acquisitions 
The principal benefits to Cannasouth of the acquisition of Cannasouth Cultivation and  
Midwest Pharmaceutics are as follows:

— Take 100 per cent control of both joint venture cultivation and manufacturing businesses 

— Accelerate the pathway to significant revenue generation 

— Improve operational efficiencies across the Group 

— Post-acquisition revenues and 100 per cent of future profits will be consolidated  
into the Cannasouth Group P&L 

— Opportunity to generate additional revenues from existing operations at Midwest  
while positioning the business for GMP certified medicinal cannabis manufacturing

Pathway to Revenue
The current focus for the business is the commissioning and production of the first commercial crops 
from Cannasouth Cultivation. The facility is currently being commissioned and the first commercial scale 
harvest is expected at the end of December. 

Once fully certified, this facility will produce premium quality GACP/GMP compliant cannabis flower, 
suitable for the highest value export markets. Cannasouth has significant demand from export markets  
for this flower and is regularly being approached to enter into supply agreements from offshore parties. 

The current facility has the capability to produce between 1500 kg – 1800 kg of cannabis biomass per 
annum, depending on the variety grown. Current wholesale pricing estimates for this flower ranges from 
between $3,500 /kg and $10,000 /kg, depending on the market, cannabinoid profile and quality standard 
achieved. Using a market price of $4,500 /kg, phase one of the facility has the potential to produce circa 
$8 million in annual revenue. The Company is in negotiations with several prospective customers to 
place these first harvests and exports are expected to begin in early 2022. The facility is designed to 
scale rapidly to meet increased demand and its capacity can be increased four times without interrupting 
existing operations.  

Cannasouth also has three products (imported own-brand) in the final approval stages with the Medical 
Cannabis Agency which it will launch into the New Zealand market after approvals are received. This will 
enable it to establish a brand presence while it builds capacity to produce its own ingredients and develop 
proprietary products and delivery technologies. While initial sales in the New Zealand market are expected 
to be small, offshore experience suggests once a wider range of products are available demand for 
medicinal cannabis solutions increases significantly.
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Terms and conditions of the Offer

1 Key Information and Important Dates
The Key Information and Important Dates sections 
above form part of these terms and conditions.

2 Applying and paying for New Shares
To participate in the Offer you must apply at  
www.cannasouthshareoffer.com.

Payment must be by direct debit.

3 Discretion to accept or reject applications
Cannasouth has complete discretion to accept  
or reject your application to purchase New Shares 
under the Offer, including (without limitation) if 
Cannasouth considers that your application  
does not comply with these terms and conditions.

No interest will be paid on any application monies 
returned to you. Any refunds for whatever reason  
will be paid to you by direct credit to your bank  
account or by cheque mailed within 5 business  
days of the Issue Date. 

4 Significance of applying
If you apply to purchase New Shares under the Offer:

— your application, on these terms and conditions,  
will be irrevocable and unconditional;

— you certify that your application will not be, or cause,  
a breach of any law in any jurisdiction;

— you authorise Cannasouth to correct any error in,  
or omission from, your application;

— you acknowledge that none of Cannasouth, its 
advisors or agents has provided you with investment 
advice or financial product advice; and

— you irrevocably and unconditionally agree to  
these terms and conditions.

5 The New Shares
New Shares issued under the Offer will rank equally 
with, and have the same rights as, existing fully paid 
Shares in Cannasouth.

The New Shares have been accepted for quotation 
on the NZX Main Board. However, NZX accepts no 
responsibility for any statement in this document.

6 Term of issue of the Options
For every three New Shares you subscribe for, you 
will be issued one Option. In the case of fractional 
entitlements to receive Options, your entitlement will 
be rounded up to the nearest whole number of Options.

The principal terms of the Options are as follows:

— Each Option entitles the holder to acquire one ordinary 
share in the Company;

— The exercise price payable upon the exercise of each 
Option will be $0.40; 

— The Options shall vest on the date of their issue, and 
shall have a term of 24 months from the date of their 
issue (Exercise Period);

— Any Options which are not exercised during the 
Exercise Period shall lapse;

— In respect of any Options that are exercised during the 
Exercise Period, the new Shares to be issued following 
the exercise of the Options, shall be issued and allotted 
by the Company on the last business day of the month 
in which the respective Options were exercised;

— Shares issued upon exercise of an Option shall be 
credited as fully paid and rank equally in all respects 
with shares on issue at the relevant exercise date 
(except for any dividend or other entitlement where  
the entitlement date occurs prior to the exercise date);

— The Options are transferable. However, the Options will 
not be quoted on the NZX Main Board;

— The Options shall not confer on the holder the  
right to participate in rights issues undertaken by  
the Company;

— The holders of the Options will not be entitled to  
vote at any meeting of the shareholders of the 
Company; and

— On any consolidation, subdivision or other 
reconstruction of shares the number of shares over 
which each Option is exercisable will be adjusted in 
proportion to the reconstruction, and the aggregate 
exercise price will remain unchanged.

7 Oversubscriptions and scaling
Up to $6 million is being sought in aggregate under  
this Offer and a contemporaneous share purchase 
plan being made to existing shareholders of 
Cannasouth, but Cannasouth has discretion to  
accept oversubscriptions under Listing Rule 4.5.1.

If your application is scaled, your application monies 
will be greater than the value of the New Shares you  
will be allotted. The difference will be refunded to you 
by direct credit to your bank account (if those details  
are held by Link Market Services Limited) within  
5 Business Days of the Allotment Date. No interest 
will be paid on any application monies returned to you. 
Refunds will not be paid for any difference arising  
solely due to rounding or where the aggregate amount 
of the refund payable to you is less than NZ$5.00.
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8 Amendments to Offer 
Notwithstanding any other term or condition  
of the Offer, Cannasouth may, at its discretion:

— make immaterial modifications to the Offer  
on such terms and conditions it thinks fit; and/or

— suspend or terminate the Offer at any time prior  
to the issue of the New Shares under the Offer.  
If the Offer is terminated, application monies  
will be refunded to applicants without interest  
within 5 business days of termination.

Cannasouth reserves the right to waive compliance 
with any provision of these terms and conditions.

Cannasouth will notify NZX of any waiver, amendment, 
variation, suspension, withdrawal or termination of  
the Offer.

9 Governing Law
These terms and conditions shall be governed by and 
construed in accordance with the laws of New Zealand.

10 Glossary
“Cannasouth” or “Company” means  
Cannasouth Limited.

“Closing Date” means 5.00 p.m. on 30 July 2021, 
unless extended.

“Issue Date” means 6 August 2021, unless extended.

“Issue Price” means $0.40 per New Share.

“Listing Rules” means the NZX Listing Rules.

“New Share” means an ordinary share in Cannasouth 
offered under the Offer and of the same class (and 
ranking equally in all respects with) Cannasouth’s 
quoted existing shares at the time of the issue of  
the New Shares.

“NZX” means NZX Limited.

“NZX Main Board” means the main board equity 
security market operated by NZX.

“Offer” means the offer detailed in this document.

“Option” means an option to acquire a Share – the 
terms of which are detailed in paragraph 6 above.

“Share” means one ordinary fully paid share in 
Cannasouth.

All references to time are to New Zealand time, 
references to currency are to New Zealand dollars,  
and any references to legislation are references  
to New Zealand legislation unless stated or  
defined otherwise.

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
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