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Humble & Fume Inc. 
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Management’s Discussion and Analysis 
 
This management discussion and analysis of the financial condition and results of operations (“MD&A”) of Humble & 
Fume Inc. (the “Company” or “H&F” or “Humble”), is for the nine-month period ended March 31, 2022 and 2021. This 
MD&A should be read in conjunction with the interim condensed consolidated financial statements and the notes thereto 
for the nine months ended March 31, 2022 and 2021. The nine months ended interim condensed consolidated financial 
statements and this MD&A have been reviewed by the Company’s Audit Committee and approved by the Company’s 
Board of Directors on May 25, 2022. 
 
This MD&A provides information that the management of the Company believes is important to assess and understand 
the results of operations and financial conditions of the Company. All amounts are presented in Canadian dollars, 
unless otherwise noted. The Company’s condensed interim consolidated financial statements are prepared in 
accordance with International Financial Reporting Standards (“IFRS”). 
 
This MD&A may contain forward-looking information that is based on the Company’s expectations, estimates and 
projections regarding its business and the economic environment in which it operates. Forward-looking information 
contained herein is made as of the date of this MD&A and is not a guarantee of future performance and involves risks 
and uncertainties that are difficult to control or predict. Readers should refer to the “Forward Looking Statements” 
section in this MD&A. 
 
Additional information filed by the Company with the Canadian Securities Administrators, including quarterly reports, 
annual reports and annual information forms are available on-line at www.sedar.com. 
 
Forward-Looking Statements 
 
This MD&A may contain statements that are “forward-looking statements”. These include statements about the 
Company’s expectations, beliefs, plans, objectives and assumptions about future events or performance. These 
statements are often, but not always, made through the use of words or phrases such as “will likely result”, “are expected 
to”, “will continue”, “anticipate”, “believes”, “estimate”, “intend”, “plan”, “would”, and “outlook” or statements to the effect 
that actions, events or results “will”, “may”, “should” or “would” be taken, occur or be achieved. Forward-looking 
statements are not historical facts, and are subject to a number of risks and uncertainties beyond the Company’s 
control. Accordingly, the Company’s actual results could differ materially from those suggested by these forward-looking 
statements for various reasons discussed throughout this analysis. Forward-looking statements are made on the basis 
of the beliefs, opinions and estimates of the Company’s management on the date the statements are made, and the 
Company does not undertake any obligation to update forward-looking statements if the circumstances or 
management’s beliefs, opinions or estimates should change. Readers should not place undue reliance on forward-
looking statements. 
 
 
Non-IFRS Measures and Reconciliation of Non-IFRS Measures 
 
This MD&A makes reference to certain non-IFRS measures including key performance indicators used by management 
and typically used by the Company’s competitors. These measures are not recognized measures under IFRS and do 
not have a standardized meaning prescribed by IFRS and are therefore not necessarily comparable to similar measures 
presented by other companies. Rather, these measures are provided as additional information to complement those 
IFRS measures by providing further understanding of Humble’s results of operations from management’s perspective. 
Accordingly, these measures should not be considered in isolation nor as a substitute for analysis of the financial 
information reported under IFRS. These non-IFRS measures are used to provide investors with supplemental measures 
of the operating performance and liquidity and thus highlight trends in the business that may not otherwise be apparent 
when relying solely on IFRS measures. The Company also believe that securities analysts, investors, and other 
interested parties frequently use non-IFRS measures, industry metrics, in the evaluation of companies in the Cannabis 
industry. Management also uses non-IFRS measures and industry metrics to facilitate operating performance 
comparisons from period to period, the preparation of annual operating budgets and forecasts and to determine 
components of executive compensation. The non-IFRS measures and industry metrics referred to in this MD&A include 
“Adjusted EBITDA” and “Free Cash Flow”.  
 

http://www.sedar.com/


Humble & Fume Inc. Business Overview  
 
Humble & Fume Inc. is a leading North American distributor of cannabis and cannabis accessories. Humble is 
committed to our brand and retail partners to help grow their businesses by providing data-driven insights, proven go-
to-market expertise and best-in-class distribution for cannabis and cannabis accessories. As the only fully-integrated 
cannabis distribution solution, Humble bridges the gap for retailers, Canadian licensed producers, American multi-state 
operators, and cannabis customers increasing sales penetration to maximize financial performance. With over 20 years 
of North American operating experience, Humble has cultivated extensive vendor and customer relationships 
distributing premium cannabis consumables and consumption devices. The Company is comprised of four subsidiaries 
that represent its vertical integration across North America with over 200 supporting staff. Humble operates its business 
through its wholly-owned subsidiaries, B.O.B. Headquarters Inc. (“BobHQ”) Humble+Fume, Windship Trading LLC 
(“Windship”), and Humble+ Cannabis Solutions (“HCS”). 
 
Humble’s Wholly Owned Operating Subsidiaries & Brands 

 

  
 

 

 

 
Humble+Fume and B.O.B. Headquarters Inc. 
 
Humble+Fume and BobHQ are wholesale distributors of cannabis consumption devices for headshops, smoke shops, 
and licensed cannabis stores across Canada. With one of the largest portfolio offerings of smoking accessories in 
Canada, including grinders, papers, pipes, vaporizers, and cleaning products, Humble+Fume and BobHQ are the 
distribution partners of choice by retailers. Fulfilling from a warehouse facility strategically located in Brandon, Manitoba 
Humble+Fume and BobHQ reach customers coast-to-coast. A key strength to Canadian distribution operations is the 
high-quality brand portfolio, represent premium cannabis accessory brands such as RYOT, Storz & Bickel, OCB, 
GRAV, PAX, Pulsar, and BIC.  
 
Windship Trading LLC 
 
Windship is one of the leading distributors of cannabis consumption devices for headshops and smoke shops in the 
United States (“U.S.”). Since 2010, Windship has serviced thousands of smoke shop retailers, sub-distributors, e-
commerce companies and CBD retailers. Currently offering over 8,000 products, including grinders, papers, pipes, 
vaporizers, and cleaning products, Windship services the whole cannabis experience. Windship has active operations 
in San Marcos, Texas, Denver, Colorado, Las Vegas, Nevada and Los Angeles, California, with international distribution 
capabilities as well, allowing the business to service any customer in the U.S. within 48 hours. Windship has strong 
brand partnerships with several leading cannabis accessory and CBD brands in the U.S. including, Storz & Bickel, 
CCELL, OCB, PUFFCO, and Martha Stewart CBD.  
 
Humble+ Cannabis Solutions 
 
HCS is the only fully-integrated cannabis sales solution of its kind in North America. HCS makes sales, procurement, 
order management and fulfillment seamless; streamlining and simplifying the process for all involved. The team is 
focused on driving revenue and growth while reducing operating costs for cannabis brands. HCS distributes both 
cannabis and cannabis accessories across all 10 provinces to over 1,000 retail locations in Canada. The is US, HCS 
acts as a complete sales agency, fulfillment center and distribution service with coverage across California. HCS is a 
category leading supplier with both private key accounts and government customers, with a deep understanding of how 
to operate within the regulated market. HCS provides a one-stop solution for retailers, a natural business partner who 
can deliver brand education, trade marketing materials and customer support. HCS is the exclusive representative of 
cannabis brands including, Canndescent California, Fume, HARTS, LEUNE, Mera Cannabis Corp., Molecule, Nuveev, 
Olli Brands Inc., TREC Brands Inc., and WYLD. 
 

 
 
 
 



Overview 
 
As a leading North American distributor dedicated to satisfying the key moments in the overall cannabis consumption 
experience, we provide our brand and retail partners actionable, data-driven insights, proven go-to-market expertise 
and best-in-class distribution for cannabis and cannabis accessories. To ensure we deliver on this commitment, we 
continue to remain focused on five key initiatives:  

• Streamlining our process  
• Enhancing the skill sets of our people  
• Improving our technology 
• Curating an industry-leading product mix 
• Expansion into California 

 
During the third quarter, we remained on schedule for our key initiatives and buoyed by early days results, we 
accelerated our expansion in California. Overall, our ongoing focus is to continue refining the business and optimizing 
our cost base while increasing our revenue and improving gross margins.  
 
Highlights include: 

• Gross margin improved by 5.9%, going from 14.4% in Q2 to 20.3% in Q3. 
• Q3 saw a decrease in operating expenses as a percentage of revenue, with Q3 percentage falling to 33.3% 

from 39% in the previous quarter. 
• While revenue is down 4%, gross margin is up 5.9%, and operational costs are down by 18%. 

 
Right-Sizing our Business, Enhancing our Skill Sets, Expansion and Growth 
 
As we continue our efforts to right-size our business, delivering a seamless end to end-user experience for our brand 
and retail partners is always top of mind. To ensure faster turnaround times and accuracy in our fulfillment process, we 
are in the process of closing the Nevada warehouse location, which is expected to be complete by August 2022. In 
advance of this closure, the focus on moving towards a single warehouse fulfillment proceeds on schedule, including 
securing an expanded Texas warehouse.  
 
Further cost reduction and efficiency initiatives in Q3 included: 

• Reduction in our salary & wages expenses of 18%; and 
• Operations and customer support cost is down 12% from Q2, with the bulk of the savings coming from shipping 

driven by our overall efforts in inventory reduction. 
 
In a service-focused industry such as ours, our priority will always be to enhance and evolve our sales and support 
teams to ensure they deliver the most effective and informed level of customer service. Our brand and retail partners 
look to us to provide them with actionable insights to help inform their decision-making process. As the cannabis 
industry evolves and matures, drawing insights from the increasing amounts of POS data can be daunting for the 
individual brand builder or retailer. As a differentiating aspect of our end-to-end expertise, we have augmented our 
analytical capabilities by onboarding several critical hires to our organization. Our team comprises individuals with years 
of experience in cannabis, commercial and operating planning who are able to evaluate and strategize for our partners 
using the vast amounts of customer data we have access to. 
 
Data-driven insights informs our ongoing internal process of curating our industry-leading product offering: 

• In Q3, we have reduced inventory levels by $812,124 with a YTD reduction of $1,814,216.  
 
To ensure we provide the most relevant portfolio possible, we have made significant strides in developing targeted 
white label products across five different categories. We are ramping up efforts on our white label initiative to seek out 
new revenue streams focusing on the needs of legal dispensaries in the U.S. Our industry-leading product portfolio and 
go-to-market expertise have helped secure a significant increase in our dispensary partner relationships. 
 
Right-sizing the business and focusing on our people have provided an ideal base for growth and expansion. The 
strategic acquisition in 2021 of licensed California cannabis distributor Cabo Connection was a significant step in 
becoming a full-service cannabis distributor in the U.S.  Meaningful progress was made in Q3, including the build-out 
of the distribution facility, hiring key commercial team members, and implementing updated ERP / CRM tools. The 
strategic build-out of our cannabis operations in California in Q3 resulted in the on-boarding of multiple partners. 
 
The shape of the P&L is stronger today than when we began the strategic review in Q1. The optimization of the business 
is now resulting in lower operating costs, and we remain focused on healthy revenue generation while quickly expanding 
into cannabis distribution in California. 



 
3 Key Developments During the Quarter 
 
March 2022 
Expansion into California  
 
Key Developments Subsequent to the Quarter 
 
April 20, 2022 
Entered into exclusive distribution agreement with Canndescent.  
 
April 28, 2022 
Entered into exclusive agreement with LEUNE 
 
 

Results of Operations 
Key Components of Results of Operations 
 
The Company has always been operated and managed as a single economic entity, notwithstanding the fact that it has 
operations in different countries. There is one management team that directs the activities of all aspects of the company. 
As a result, Humble believes that it has one reporting segment, being the consolidated company. Over time, this may 
change as the Company grows and when this occurs the change will be reflected in reporting practice. 
 
The Company currently generates revenue through the distribution of cannabis and cannabis accessories in Canada 
and the United States, manufacture and sale of cannabis concentrates and vaporizers, and brand service fees. 
Revenue is generated through the sale of: 
 

• B2B wholesale of cannabis accessories  
• Finished cannabis concentrates and distillates, solventless cannabis products, and vaporizer products such 

as: cannabis vaporizer cartridges, bulk distillate, partner cannabis vaporizer cartridges, and other regulated 
products; and 

• Service fees for brand partners through Humble Cannabis Solutions. 
 
Cost of revenue includes the cost of inventory sold, production costs expensed and impairment charges. Direct and 
indirect production costs include labor, processing, testing, packaging, quality assurance, security, inventory, shipping, 
depreciation of production equipment, production management and other related expenses.  
 
Primary operating expenses are as follows: 
 

• General and Administrative. General and administrative expenses are comprised primarily of rent, travel and 
general office and administrative expenses, consulting and professional fees and credit impairment losses.  
 

• Sales and Marketing. Sales and marketing expenses are comprised primarily of costs relating to advertising 
and marketing events and travel expenses related to the sales and marketing teams.  
 

• Salaries and wages. Salaries and wages comprise of employee salaries and benefits expenses for 
administrative, sales, finance, legal and human resources teams.  

 
• Operations and customer support. Operations and customer support comprise of shipping costs and repairs 

relating to any customer support.  
 

• Amortization and depreciation. Amortization and depreciation expense primarily relates to depreciation on 
property and equipment and right-of-use asset. Property and equipment are comprised of furniture and office 
equipment, leasehold improvements and land and building. Right-of-use asset relates to office and warehouse 
leases that are required to be recognized under IFRS 16.  
 

• Share based compensation. Share-based compensation expenses are comprised of the value of stock options 
granted to employees expensed over the vesting period of the options.  

 



 
Summary of Factors Affecting Performance 
The Company believes that the growth and future success of Humble’s business depends on many factors, including 
those described below. While each of these factors presents significant opportunities for the business, they also pose 
important challenges, some of which are discussed below and in the “Risk Factors” section. 
 
The following table outlines the Company’s consolidated statements of loss and comprehensive loss for nine months 
ended March 31, 2022 and 2021. 
 
 

 
 

2022 2021 2022 2021
$ $ $ $

Revenue 49,351,656     53,474,268                15,773,263        17,997,026         
Service Revenue 1,664,474       1,235,202                  337,951             485,726              
Total Revenue 51,016,130     54,709,470                16,111,214        18,482,752         

Cost of revenue 41,128,507     44,646,885                12,833,955        15,909,696         
Gross Margin 9,887,623       10,062,585                3,277,259          2,573,056           

19.4% 18.4% 20.3% 13.9%
Operating expenses
General and administration 4,296,910       3,839,951                  1,409,072          1,536,680           
Sales and marketing 1,013,476       832,027                     337,495             123,501              
Salaries and wage 9,248,072       8,289,676                  2,629,313          2,935,510           

Operations and customer support 680,941          685,521                     185,502             204,322              
Depreciation and amortization 683,482          925,135                     164,282             272,452              
Share-based payments 1,269,783       993,919                     381,566             180,883              
Restructuring Charge 946,212          -                             225,217             -                      
Operating loss (8,251,253)      (5,503,644)                 (2,055,188)         (2,680,292)          

Finance expenses, net 183,965          3,699,685                  52,250               1,322,299           
Fair value adjustment -                  2,717,000                  -                     1,715,374           
Other expenses (income) 115,552          (75,961)                      4,619                 (59,127)               
Listing Expense -                  -                             -                     -                      
Foreign exchange loss (gain) (146,014)         1,065,147                  427,870             178,548              
Loss before provision for income 
taxes (8,404,756)      (12,909,515)               (2,539,927)         (5,837,386)          

Current income tax expense (39,979)           -                             5,147                 -                      
Net loss (8,364,777)      (12,909,515)               (2,545,074)         (5,837,386)          

Other comprehensive loss
Item that may be reclassified 
subsequently to income
   Exchange (gain) loss on 
translation of foreign operations 5,200              388,172                     173,375             9,398                  

Comprehensive loss (8,359,577)      (12,521,343)               (2,371,699)         (5,827,988)          

Loss per share - basic (0.07)               (0.22)                          (0.02)                  (0.10)                   
Weighted average number of 
common share outstanding - basic 
& dilutive 125,655,975   57,005,784                136,102,044      57,021,468         

Nine months ended March 31, Three months ended March 31,



 
Quarterly Results of Operations  
 
The following table sets forth selected audited quarterly statements of operations data for each of the previous 9 fiscal 
quarters commencing March 31, 2020 and ending March 31, 2022.  
 
 

 
 
Revenue 
 
 
 

 
 
 
Consolidated revenue decreased from $18,482,752 to $16,111,214 for the three months ended March 31, 2022 
compared to the same period in 2021. Revenues from U.S. operations totaled $9,344,796 reflecting a decline of 
$3,361,310 or 26% and revenue from Canadian operations increased to a total of $6,766,418 reflecting an increase of 
$989,772 or 17%. Consolidated revenue decreased from $54,709,470 to $51,016,130 or 7% for the nine months ended 
March 31, 2022 compared to the same period in 2021. Revenues from U.S. operations totaled $27,682,664 reflecting 
a decrease of $6,439,345 or 19% and revenue from Canadian operations grew to a total of $23,333,466 reflecting an 
increase of $2,746,005 or 13%. The decrease in year-over-year revenue in the U.S. is attributable to management’s 
continued focus on higher margin products resulting in consolidation of U.S. customer accounts and supply chain 
relations on these higher margin high quality products. The increase in year-over-year revenue in Canada is attributable 
to increased sales from key governmental accounts, the onboarding of over 750 new customer accounts, and new 
partners from HCS.  
 
 
Cost of Revenue 
 
 
 

 
 
 
 
Cost of revenue decreased from $15,909,696 to $12,833,955 or 15% for the three months ended March 31, 2022 
compared to the same period in 2021. The decrease in cost of revenue over this period is largely attributable to a 
decrease in our revenue compared to the same period. It is worth noting that the gross margin has improved by 6 
percent. Cost of revenue decreased from $44,646,885 to $41,128,507 or 8% for the nine months ended March 31, 
2022 compared to the same period in 2021. The decrease in cost of revenue over the nine-month period is largely 
consistent with the decrease in revenue for the period driven from the sales of the Company’s distribution businesses. 
 

2022 2021 2022 2021
$ $ $ % $ $ $ %

51,016,130               54,709,470 (3,693,340) -7% 16,111,214       18,482,752              (2,371,538) -13%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

41,128,507               44,646,885 (3,518,378) -8% 12,833,955       15,909,696              (3,075,741) -19%

Three months ended March 31,Nine months ended March 31,
Change Change



 
 
Gross Profit 
 
 
 

 
 
Gross profit increased from $2,573,056 to $3,277,259 or 27% for the three months ended March 31, 2022 compared 
to the equivalent period in the prior year. The increase in gross margin over this period is largely attributable to a 
favourable inventory provision adjustment of $699,326.70 as a result of selling provisioned items above the provisioned 
amount. Gross profit decreased from $10,062,585 to $9,887,623 or 2% for the nine months ended March 31, 2022 
compared to the equivalent period in the prior year. The company continues to focus on higher volume of sales of the 
Company’s accessories product offering and a focus on increasing accessory product margins, contributions from HCS, 
as well as increased discipline regarding sales discount programs.  
 
Operating Expenses Summary 
 
 
 
 

 
 
Operating expenses increased from $5,253,348 to $5,332,447 for the three months ended March 31, 2022. The 
increase in year-over-year operating expense is mainly attributable to restructuring costs, increased sales and 
marketing and increased share-based payments, partially offset by savings in general and admin, salaries, and 
amortization costs. As a percentage of revenues, total operating expenses increased by 2% over the quarter.  
 
General and Administrative Expenses 
 
 
 

 
 
General and administrative expenses decreased by $127,608 or 8% for the three months ended March 31, 2021 from 
$1,536,680 to $1,409,072 compared to the same quarter in 2021. The increase to general and administrative expenses 
over the nine months ended March 31, 2022 was $456,959 or 12% compared to the same period in the prior year. 
Humble also anticipates increases to general and administrative expense, as the Company incurs the ongoing costs of 
compliance associated with being a public company, including accounting and legal expenses, as well because of the 
U.S. expansion strategy. However, as the Company grows, we expect that general and administrative expenses will 
decrease as a percentage of revenue. 

2022 2021 2022 2021
$ $ $ % $ $ $ %

9,887,623                 10,062,585 (174,962)    -2% 3,277,259          2,573,056                704,203      27%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

General and administration 4,296,910                 3,839,951   456,959     12% 1,409,072          1,536,680                (127,608)     -8%
Sales and marketing 1,013,476                 832,027      181,449     22% 337,495             123,501                   213,994      173%
Salaries and wage 9,248,072                 8,289,676   958,396     12% 2,629,313          2,935,510                (306,197)     -10%
Operations and customer support 680,941                    685,521      (4,580)         -1% 185,502             204,322                   (18,820)       -9%
Depreciation and amortization 683,482                    925,135      (241,653)    -26% 164,282             272,452                   (108,170)     -40%
Share-based payments 1,269,783                 993,919      275,864     28% 381,566             180,883                   200,683      111%
Restructuring Charge 946,212                    -               946,212     -     225,217             -                            225,217      -        
Total operating expenses 18,138,876               15,566,229 2,572,647  17% 5,332,447          5,253,348                79,099        2%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

4,296,910                 3,839,951   456,959     12% 1,409,072          1,536,680                (127,608)     -8%

Three months ended March 31,Nine months ended March 31,
Change Change



 
 
Sales and Marketing Expenses 
 
 
 

 
 
Sales and marketing costs increased by $213,994 or 173% for the three months ended March 31,2021 compared to 
the equivalent period in the prior year. The increase to sales and marketing expense over the nine months ended March 
31, 2022 was $181,449 or 22% compared to the same period in the prior year. To implement the current growth 
strategy, the Company intends to continue to grow the sales and marketing teams. As the Company continues to grow, 
Humble expects sales and marketing expenses to increase, while these expenses may fluctuate from year to year, 
consistent with profitability objectives and relative to overall growth. 
 
Salaries and Wages 
 
 
 

 
 
Salaries and wages represent the largest segment of operating expense for Humble and totalled $2,629,313 for the 
three months ended March 31, 2022 compared to $2,935,510 over the same period in the prior year. The decrease in 
salaries and wages is attributable to decreases in headcount in both the Canadian and U.S. salesforces. The increase 
to salaries and wages expense over the nine months ended March 31, 2022 was $958,396 or 12% compared to the 
same period in the prior year. 
 
Operations and Customer Support Expenses 
 
 
 

 
 
Operations and customer support decreased by $18,820 or 9% for the three months ended March 31, 2022 compared 
to the equivalent period in the prior year. The decrease to operations and customer support for the nine months ended 
March 31, 2022 was $4,580 or 1% which has been largely consistent over the same period in the prior year. 
 
 
 
 
 
 
 
 
 

2022 2021 2022 2021
$ $ $ % $ $ $ %

1,013,476                 832,027      181,449     22% 337,495             123,501                   213,994      173%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

9,248,072                 8,289,676   958,396     12% 2,629,313          2,935,510                (306,197)     -10%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

680,941                    685,521      (4,580)         -1% 185,502             204,322                   (18,820)       -9%

Three months ended March 31,Nine months ended March 31,
Change Change



 
Depreciation and Amortization Expense  
 
 
 
 

 
 
Depreciation and amortization decreased by $108,170 or 40% for the three months ended March 31, 2022 compared 
to the equivalent period in the prior year. The decrease over the nine months ended March 31, 2022 was $241,653 or 
26% compared to the same period in the prior year. The decrease is primarily due to disposal of right of use assets in 
lieu of the company’s restructuring efforts with the closure of a warehouse in Florida along with office sites in Ontario.  
 
Share-based Payments 
 
 
 

 
 
Share based compensation increased from $180,883 to $381,566 or 111% for the three months ended March 31, 2022 
compared to the same period in the prior year. Increase to share based compensation was $275,864 for the nine 
months ended March 31, 2022 compared to the same period in the prior year. Share based compensation is directly 
attributable to the organizations establishment of an employee share program (ESOP) and granting of options and 
RSUs related to new corporate staff. 
 
Restructuring Charge 
 
 
 

 
 
The company was engaged in restructuring efforts during the three months ended March 31, 2022. The restructuring 
charge amounted to a total of $225,217 vs nil compared to the same period in the prior year. The restructuring charge 
was driven primarily by termination pay accrual. Like the prior quarters, the objective of the restructuring is to right size 
our cost structure & improve the overall P&L health. 
 
 
 
 
 
 
 
 
 

2022 2021 2022 2021
$ $ $ % $ $ $ %

683,482                    925,135      (241,653)    -26% 164,282             272,452                   (108,170)     -40%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

1,269,783                 993,919      275,864     28% 381,566             180,883                   200,683      111%

Three months ended March 31,Nine months ended March 31,
Change Change

2022 2021 2022 2021
$ $ $ % $ $ $ %

946,212                    -               946,212     -     225,217             -                            225,217      -        

Nine months ended March 31, Three months ended March 31,
Change Change



 
Non-operating Items Summary 
 
 
 

 
 
Finance Expense  
 
Finance expense decreased from $1,322,299 to $52,250 or 96% for the three months ended March 31, 2022 compared 
to the same period in the prior year. The decrease to finance expense for the nine months ended March 31, 2022 was 
$3,515,720 or 95% compared to the same period in the prior year. The decrease was primarily due to the accretion 
expense on the convertible debentures issued May 2019 and exercised on June 14, 2021 resulting in conversion of 
the debt to share capital. 
 
Fair Value Adjustment 
 
Fair value adjustment fluctuates based upon the valuation of the derivative liability for the convertible debenture 
conversion feature. The valuation of the derivative liability is based on several factors including share price, volatility, 
risk free and probabilities of certain events and therefore can fluctuate significantly. Fair value adjustment was nil for 
the three and nine months ended March 31, 2022 compared to $1,715,374 and $2,717,000 for the same periods in the 
prior year as the convertible debenture was exercised on June 14, 2021. 
 
Other Expenses (income) 
 
Other expenses (income) increased from an income of $(59,127) and ($(75,961) to an expense of $4,619 and $115,552 
for the three and nine months ended March 31, 2022 compared to the same period in the prior year. The change in 
other expenses (income) was primarily due to an increase in certain miscellaneous expenses for the period. 
 
Foreign Exchange Loss (gain) 
 
Foreign exchange loss (gain) fluctuates depending on the strength of the U.S. dollar relative to the Canadian dollar and 
its impact on cash balances held in U.S. dollars. Humble saw an increase in foreign exchange loss from a loss of 
$178,548 to a loss of $427,870 for the three months ended March 31, 2022 compared to the same period in the prior 
year. The increase in foreign exchange gain for the nine months ended March 31, 2022 was $324,562 or 182%. 
 
Net Losses 
 
Net loss increased from $5,819,703 on December 31, 2021 to $8,364,777 as of March 31, 2022.Humble continues to 
focus reducing the net loss, this quarter saw a quarter over quarter improvement of $1,730,403. This improvement is 
directly attributable to the YTD restructuring and cost improvements made.  
 
Selected Information 
 
Total Assets 
 
March 31, 2022 and June 30, 2021 
 
The total assets increased from $36,654,432 to $37,643,628 as of March 31, 2022 compared to June 30, 2021. The 
increase was primarily in current assets of cash from a balance of $9,654,551 to $11,503,984. Accounts receivable 
increased year-over-year from $2,718,873 to $4,517,974 this was offset by a decrease in the carrying amount of 
inventory from $16,750,812 to $14,936,596. Management expects to realize a continued optimization of its inventory 
levels resulting in improved working capital demands.  

2022 2021 2022 2021
$ $ $ % $ $ $ %

Finance expenses, net 183,965                   3,699,685 (3,515,720) -95% 52,250                     1,322,299       (1,270,049)   -96%
Fair value adjustment -                            2,717,000 (2,717,000) -100% -                           1,715,374       (1,715,374)   -100%
Other expenses (income) 115,552                   (75,961)     191,513     -252% 4,619                       (59,127)            63,746          -108%
Foreign exchange loss (gain) (146,014)                 1,065,147 (1,211,161) -114% 427,870                  178,548           249,322       140%

Total non-operating expenses 153,503                   7,405,871 (7,252,368) -98% 484,739                  3,157,094       (2,672,355)   -85%

Nine months ended March 31, Three months ended March 31,
Change Change



 
Total Long-term Liabilities 
 
March 31, 2022 and June 30, 2021 
 
Total liabilities decreased from $7,346,312 to $5,928,504 as at March 31, 2022 compared to the prior year ended June 
30, 2021. The decrease was largely due to the disposal of right of use assets with a corresponding drop in the current 
and long term portion of lease liability (total lease liability of $1,146,017 at March 31, 2022 vs $2,095,858 at June 30, 
2021). 
 
Liquidity, Capital Resources and Financing 
 
The Company’s objectives when managing capital are: 
 

• To ensure the Company continues to operate as a going concern to maximize the return on investment to 
shareholders; 

• To ensure sufficient liquidity to meet the Company’s financial obligations and to execute its operating and 
strategic plans; and 

• To minimize the after-tax cost of capital while taking into consideration current and future industry, markets 
and economic risks and conditions. 
 

The company defines capital as the aggregate of equity. 
 
The Company manages and adjusts its capital structure considering changes in economic conditions and the risk 
characteristics of the underlying assets. To maintain and adjust the capital structure, the Company may attempt to 
issue new shares. 
 
Working Capital 
 
Humble’s primary source of cash flow is revenue from operations, and equity capital raises. The Company’s approach 
to managing liquidity is to ensure, to the extent possible, that it always has sufficient liquidity to meet all liabilities as 
they become due. The Company continuously monitors cash flow and performs budget-to-actual analysis on a regular 
basis. 
 
Working capital surplus as at March 31, 2022 was $29,189,768 equivalent to the net current assets of the Company. 
This is an increase of $2,389,943 compared to the balance as at June 30, 2021. Humble continues to optimize its 
working capital position by way of an efficient procurement in meeting customer fulfillment demands.  
 
Cash and Cash equivalents 
 

 
 
 
 
 
 

2022 2021
$ $

11,503,984           2,579,004            

Net cash provided by (used in):
Operating activities (6,263,210)            (3,378,963)          
Investing activities (609,485)               20,516                 
Financing activities 8,720,379             (704,827)             
Effect of foreign exchange on cash and cash
equivalents 1,749                    288,111               
Net increase (decrease) in cash and cash
equivalents 1,847,684             (4,063,274)          

Nine months ended March 31,



Cash Flows Used in/from Operating Activities 
 
The cash flows used in operating activities for the nine months ended March 31, 2022 increased from $3,378,963 to 
$6,263,210 when compared to the same period in the prior year. The increase in the cash flows used in operating 
activities is primarily due to higher operations expense in the form restructuring charge and of salaries/wages. Operating 
cash use is also seen in the increase in the AR balance. 
 
Cash Flows Used in/from Investing Activities 
 
The cash flows used in investing activities for the nine months ended March 31, 2022 decreased from ($20,516) to 
($609,485) compared to the equivalent period in the prior year. The cash flow from investing activities decreased 
primarily due to a drop in purchases of property plant & equipment. 
 
Cash Flows Used in/from Financing Activities 
 
The cash flows from financing activities for the nine months ended March 31, 2022 increased from a use of negative 
$704,827 to a positive of $8,720,379 compared to the equivalent period in the prior year. The increase in cash flows 
from financing activities is largely due to Humble entering into a private placement subscription agreement on 
November 12, 2021. The agreement set forth the purchase of 18,795,471 common shares of the Company at a 
purchase price of $.53 per share. The proceeds from issuance of common shares net of transaction and legal costs 
amounts to $9,655,008 offset by lease payments and netted with cash from exercise of options. 
 
Contractual Obligations 
 
We have contractual obligations with a variety of expiration dates. The table below outlines all contractual obligations 
as at March 31, 2022:  
 

 
Carrying 
amount 

Contractual 
cash flow 2023 2024 2025 2026 2027 Thereafter 

Lease liability $1,146,017 $1,763,608 $   354,485 $242,274 $238,849 $232,000 $232,000 $464,000 
Trade and other 
payable $4,782,487 $4,782,487 $4,782,487 

     
— — — — — 

Total $5,928,504 $6,546,095 $5,136,972 $242,274 $238,849 $232,000 $232,000 $464,000 
 
 
Off-Balance Sheet Arrangements 
 
The Company has no off-balance sheet arrangements as at March 31, 2022 other than operating leases disclosed 
above under “Contractual Obligations”. From time to time, Humble may be contingently liable with respect to litigation 
and claims that arise in the normal course of operations. 
 
Related Party Transaction 
 
The Company has no related party transactions, other than those noted in the consolidated financial statements, which 
are summarized below.  
 
Each of the following related parties are related because of common control across all entities. Each balance is a loan 
between each party with no interest and no specified terms of repayment.  

 
 March 31, 2022 March 31, 2021 
Due from Shareholders 376,471 375,578 

Due from related parties $     376,471 $    425,578 
 
 
Key management includes the Company’s directors and members of the executive management team. Total 
compensation of key management personnel and directors was $1,661,87 6 for the nine months ended March 31, 2022 
(2021-$852,110), which included $955,904 of salaries (2021-$838,382), and $705,972 (20201-$13,728) in stock-based 
compensation expense.  



  
Included in salaries is $208,580 relating to payments made under separation agreements with three former 
management individuals.  
  
The Company has entered into Lease Agreements with RKCB Holdings Inc. (“RKCB”) for the rental of premises at 915 
Douglas St. and 18th Street. RKCB is controlled by members of the Company’s executive management.  As of February 
2022, the premises were no longer owned by a related party. 
  
  
During the nine months ended March 31, 2022 the Company purchased $379,777 ($680,596 – 2021) of inventory from 
a company that was owned and controlled by two shareholders. 
  
The Company purchased credit card processing services through a company that purchases services from an 
intermediary that has a minor ownership stake from a related party. During the nine months ended March 31, 2022 and 
2021 the Company purchased $365,545 and $661,467 respectively of these services, of which $29,243 (2022) and 
$52,917 (2021) of these services are purchased from the entity that the related party has a minor stake. 
 
 
Financial Instruments and Other Instruments 
 
Credit risk 
 
Credit risk is the risk of a financial loss to the Company if a customer or counterparty to a financial instrument fails to 
meet its contractual obligation. 
 
Financial instruments that potentially subject the Company to concentrations of credit risk consist of trade receivables 
and due from related parties. The Company’s trade receivables are disclosed, net of allowance for doubtful accounts, 
which the Company accounts for at the specific account level. Credit risk associated with the non-performance of these 
customers can be directly impacted by a decline in economic conditions, which could impair the customers’ ability to 
satisfy their obligations to the Company.  
 
In order to reduce the exposure to this risk, the Company has credit procedures in place, whereby analyses are 
performed to control the granting of credit to any new or high-risk customers. 
 
The Company’s cash subjects the Company to credit risk. On March 31, 2022, the Company had cash of approximately 
$11.5 million held with a number of financial institutions in various bank accounts as per its practice of protecting its 
capital rather than maximizing investment yield through additional risk. Approximately 97% of the cash is held with 
either a major Canadian trust company or a large international bank which the Company believes lessens the degree 
of credit risk. 
 
Management does not believe there is any significant credit risk from any of the Company’s customers which have not 
already been provided for; however, should one of the Company’s main customers be unable to settle amounts due, 
the impact on the Company could be significant. The maximum exposure to loss arising from accounts receivable is 
equal to their carrying amounts. 
 
The Company has one customer comprising 12% of trade receivables at March 31, 2022 (nil – March 31, 2021) 
 
On March 31, 2022 and 2021 the Company does not consider any of its financial assets to be impaired, with the 
exception of accounts receivable balances for which a provision has been recorded.  
 
On March 31, 2022, $2,905,002 (June 2021 – $1,212,194) of accounts receivable was past due based on contractual 
terms but not impaired.  
 
The definition of items that are past due is determined by reference to payment terms agreed with individual customers. 
Management believes that amounts outstanding which have not already been provided for are fully collectible in the 
future. The aging of accounts receivables at the reporting date was: 
 
 
 
 



 
 
 
 

 
March 31, 

2022 
June 30,  

2021 
 Gross Gross 
Not past due $   1,739,923 $ 1,664,797 
Past due 1-30 days 1,772,916 849,700 
Past due 31-90 days 786,328 47,180 
Past due 90+ days 345,758 315,314 
 $4,644,925 $ 2,876,991 

 
 
The Company reviews financial assets past due on an ongoing basis with the objective of identifying potential matters 
which could delay the collection of funds at an early stage. Once items are identified as being past due, contact is made 
with the respective customer to determine the reason for the delay in payment and to establish an agreement to rectify 
the breach of contractual terms. 
 
Foreign Currency Exchange Risk 
 

The Company generates sales of product in Canadian and U.S. dollars and incurs its expenses in both U.S. 
and Canadian dollars and is therefore exposed to risk from changes in foreign currency rates.  In addition, the 
Company holds financial assets and liabilities in U.S. dollars that expose the Company to foreign exchange 
risks.  The Company has a self-sustaining operation in the U.S. with 52% (2021 – 60%) of its revenue being 
U.S. dollar denominated.  The Company does not utilize any financial instruments or cash management policies 
to mitigate the risks arising from changes in foreign currency rates. 
 
At March 31, 2022, the Company had U.S. dollar denominated cash of approximately US$ 7,965,111 (2021 – 
$1,244,446) and U.S. dollar denominated net assets of approximately US$10,250,214 (2021 – $3,838,418).  
The remaining amounts were denominated in Canadian dollars.  Gains and losses arising upon translation of 
these amounts into Canadian dollars for inclusion in the interim condensed consolidated financial statements 
are recorded in other income and expenses as foreign exchange. 
 
A 5% strengthening of the U.S. dollar versus the Canadian dollar, at March 31, 2022, would have increased the 
foreign exchange gain for the period by approximately $512,000 (2021 – $192,000) while a 5% weakening of 
the U.S. dollar would have had approximately the equal but opposite effect. This analysis assumes that all other 
variables remain constant. 

 
Critical Accounting Policy Estimates 
 
Refer to the audited consolidated financial statements for a full discussion of Humble’s critical accounting policies and 
estimates.  
 
Authorized Share Capital 
 
Humble is currently authorized to issue an unlimited number of common shares. As of the date hereof, 123,729,428 
common shares are issued and outstanding.  
 
The Company’s outstanding capital was as follows as at the date of this MD&A: 
 

 Number of shares 
Share Capital  123,729,428 
Stock Options 7,051,500 

 
Risk Factors 
 



The Company’s overall performance and results of operations are subject to various risks and uncertainties that may 
materially and adversely affect the business, products, financial condition, and operations and may cause actual 
performance, results and achievements to differ materially from those expressed or implied by forward-looking 
statements and forward-looking information, including, without limitation, the factors are discussed in our Filing 
Statement dated June 14, 2021 available under the Company’s profile on www.sedar.com, which risk factors should 
be reviewed in detail by all readers. 
 
Definition of Non-IFRS Measures 
 
Non-IFRS measures do not have a standardized meaning within IFRS and are therefore unlikely to be comparable to 
additional measures presented by other issuers. In commentary and tables within this document IFRS measures are 
presented along with non-IFRS measures. Where non-IFRS measures are used, there is a reconciliation to IFRS 
amounts provided. Any changes in the definition of non-IFRS are disclosed and quantified. 
 
Adjusted EBITDA 
 
Adjusted EBITDA is used by management as a supplemental measure to review and assess operating performance 
and trends on a comparable basis. The Company defines Adjusted EBITDA as net loss excluding taxes (if applicable), 
loss on change in fair value of derivative liabilities relating to convertible debentures, net finance expense, depreciation, 
loss on disposal of assets, share based compensation and transaction related expenses. Management believes that 
these adjustments are appropriate in making Adjusted EBITDA an approximation of cash- based earnings from 
operations before capital replacement, financing, and income tax charges. Adjusted EBITDA does not have a 
standardized meaning under IFRS and is not a measure of operating income, operating performance or liquidity 
presented in accordance with IFRS and is subject to important limitations. The Company’s definition of Adjusted 
EBITDA may be different than similarly titled measures used by other companies. 
 
Reconciliation of IFRS loss (gain) to adjusted EBITDA 
 
Humble & Fume uses Adjusted EBITDA to appraise performance removing the impacts and volatility of non-cash 
adjustments. Adjusted EBITDA is defined as the net and comprehensive income (loss) for the period, as reported, 
adjusted for depreciation and amortization, unrealized gains (losses), share-based compensation, financing accretion 
costs, taxes, and other non-cash and non-recurring items. The following table reconciles the Company’s net loss and 
comprehensive loss, being the most directly comparable measure calculated in accordance with IFRS, to Adjusted 
EBITDA; 
 

 
 
 
Adjusted EBITDA for the three months ended March 31, 2022 was $(1.3) million, compared to $(2.2) million for the 
same period in the prior year. For the nine months ended March 31, 2022 adjusted EBITDA stood at $(5.5) million 
compared to (3.5) million for the same period in the prior year. Changes in year-over-year adjusted EBITDA were driven 
primarily by one-time adjustments in the fair value of the derivative liability for the convertible debenture, restructuring 
charge and fluctuations in the foreign exchange gain/loss for each period. 
 
 

2022 2021 2022 2021
$ $ $ $

Net (loss) gain (8,364,777)                  (12,909,515)  (2,545,074)                     (5,837,386)        
Finance expense 183,965                      3,699,685     52,250                           1,322,299         
Restructuring Charge 946,212                      -                225,217                         -                    
Fair value adjustment -                              2,717,000     -                                 1,715,374         
Depreciation and amortization 683,482                      925,135        164,282                         272,452            
Share-based payments 1,269,783                   993,919        381,566                         180,883            
Current income tax expense (39,979)                       -                5,147                             -                    
Foreign exchange (gain) loss (146,014)                     1,065,147     427,870                         178,548            
Adjusted EBITDA (5,467,328)                  (3,508,629)    (1,288,742)                     (2,167,830)        

Three months ended March 31,Nine months ended March 31,
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