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EXPLANATORY NOTE

 
On June 7, 2023, Medicine Man Technologies, Inc. (the “Company”) filed a Current Report on Form 8-K (the “Original Form 8-K”) to report, among other
things, the completion of its previously announced acquisition of Everest Apothecary, Inc. (“Everest”).
 
The Company is filing this Amendment No. 1 to Current Report on Form 8-K/A (this “Amendment”) to amend the Original Form 8-K to include (i) the
audited Statement of Assets Acquired and Liabilities Assumed as of June 1, 2023 and (ii) unaudited pro forma condensed combined financial information
of the Company giving effect to the acquisition, required by Item 9.01(b) of Form 8-K. This Amendment does not modify, amend, or update in any way
any of the financial or other information contained in the Original Filings, nor does it reflect events that may have occurred subsequent to the filing dates of
the Original Filings.
 
Item 9.01. Financial Statements and Exhibits.
 
(a) Financial Statements of Business Acquired
 
Pursuant to a letter dated July 26, 2023 (the “Relief Letter”), the Company has obtained relief from the Staff of the Securities and Exchange Commission
(the “SEC”), pursuant to its authority under Rule 3-13 of Regulation S-X, from the requirements of Rule 3-05 of Regulation S-X to provide certain
historical financial statements that would otherwise be required in connection with the acquisition of Everest. In accordance with the Relief Letter, the
Company has substituted an audited Statement of Assets Acquired and Liabilities Assumed in lieu of the audited financial statements required by Item
9.01(a) of Form 8-K and Rule 3-05 of Regulation S-X.
 
The audited Statement of Assets Acquired and Liabilities Assumed of Everest as of June 1, 2023 is included as Exhibit 99.2 hereto and incorporated herein
by reference.
 
(b) Pro Forma Financial Information
 
In accordance with Rule 11-02(c)(1) of Regulation S-X, a pro forma balance sheet has not been prepared to give effect to the acquisition of Everest as of
June 1, 2023, as it is reflected in the condensed consolidated balance sheet of Medicine Man Technologies, Inc. included in the Company’s Quarterly
Report on Form 10-Q for the quarter ended June 30, 2023, which was filed with the SEC on August 10, 2023. The following unaudited pro forma
condensed combined financial information of the Company, after giving effect to the acquisition, is included as Exhibit 99.3 hereto and incorporated herein
by reference:
 

1. Unaudited Pro Forma Condensed Combined Statement of Operations for the six months ended June 30, 2023; and
 

2. Unaudited Pro Forma Condensed Combined Statement of Operations for the year ended December 31, 2022.
 
(d)  Exhibits
 
Exhibit No. Description
2.1 * Asset Purchase Agreement, dated April 21, 2023, by and among Medicine Man Technologies, Inc., Evergreen Holdco, LLC, Sucellus, LLC,

Brook Laskey, as Representative, and the Equityholders named therein (Incorporated by reference to Exhibit 2.1 to Medicine Man
Technologies, Inc.'s Current Report on Form 8-K filed April 26, 2023 (Commission File No. 000-55450))

2.2 Amendment to Asset Purchase Agreement, dated June 1, 2023, by and among Medicine Man Technologies, Inc., Evergreen Holdco, LLC,
Sucellus, LLC, Brook Laskey, as Representative, and the Equityholders named therein (Incorporated by reference to Exhibit 2.2 to
Medicine Man Technologies, Inc.'s Current Report on Form 8-K filed June 7, 2023 (Commission File No. 000-55450)

2.3 Call Option Agreement, dated June 1, 2023, by and between Evergreen Holdco, LLC and Sucellus, LLC  (Incorporated by reference to
Exhibit 2.3 to Medicine Man Technologies, Inc.’s Current Report on Form 8-K filed June 7, 2023 (Commission File No. 00-55450))

4.1 Promissory Note, dated June 1, 2023, by and between Evergreen Holdco, LLC and Sucellus, LLC (Incorporated by reference to Exhibit 4.1
to Medicine Man Technologies, Inc.’s Current Report on Form 8-K filed June 7, 2023 (Commission File No. 00-55450))

23.1 Consent of BF Borgers CPA PC
99.1 Press Release, dated June 5, 2023 (Incorporated by reference to Exhibit 99.1 to Medicine Man Technologies, Inc.’s Current Report on

Form 8-K filed June 7, 2023 (Commission File No. 00-55450))
99.2 Everest Audited Statement of Assets Acquired and Liabilities Assumed as of June 1, 2023
99.3 Unaudited Pro Forma Condensed Combined Financial Information
104 Cover Page Interactive Data File (embedded within the Inline XBRL document)
 
*            Certain exhibits and schedules to the agreement have been omitted pursuant to Instruction 5 to Item 1.01 of Form 8-K and Item 601(a)(6), as
applicable, of Regulation S-K. The Company hereby undertakes to supplementally furnish copies of any omitted schedules to the Securities and Exchange
Commission upon request.
 

 

http://www.sec.gov/Archives/edgar/data/1622879/000110465923050450/tm2313714d1_ex2-1.htm
https://www.sec.gov/Archives/edgar/data/1622879/000110465923050450/tm2313714d1_ex2-1.htm
http://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex2-2.htm
https://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex2-2.htm
http://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex2-3.htm
https://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex2-3.htm
http://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex4-1.htm
https://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex4-1.htm
http://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex99-1.htm
https://www.sec.gov/Archives/edgar/data/1622879/000110465923068971/tm2317953d1_ex99-1.htm


 

 
SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
  MEDICINE MAN TECHNOLOGIES, INC.
   
  By: /s/ Christine Jones
Date:  August 17, 2023   Christine Jones
    Chief Legal Officer
 

 
 



 
Exhibit 23.1

 
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
We consent to the incorporation by reference in this Registration Statement on Form S-3 (No. 333-262059) and Form S-8 (Nos. 333-218662, 333-225947,
and 333-265086), as amended, of Medicine Man Technologies, Inc. of our report dated August 17, 2023 relating to the financial statements of Everest
Apothecary, Inc. as of June 1, 2023 appearing in Exhibit 99.2 to this Amendment No. 1 to Current Report on Form 8-K of Medicine Man
Technologies, Inc.
 
/s/ BF Borgers CPA PC
 
Certified Public Accountants 
Lakewood, Colorado 
August 17, 2023
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INDEPENDENT AUDITORS’ REPORT

  
To the Board of Directors and Members of Everest Apothecary, Inc.
 
Opinion
 
We have audited the accompanying financial statements of Everest Apothecary, Inc. which comprise the statements of Assets Acquired and Liabilities
Assumed as of June 1, 2023 and the related notes to the financial statements.
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Everest Apothecary, Inc. as of June
1, 2023 in accordance with accounting principles generally accepted in the United State of America.
 
Basis for Opinion
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Everest Apothecary, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
 
Management’s Responsibility for the Financial Statements
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.
 
Auditor’s Responsibility for the Audit of the Financial Statements
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.
 
In performing an audit in accordance with generally accepted auditing standards, we:

 
o Exercise professional judgment and maintain professional skepticism throughout the audit.
 
o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform audit

procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements.

 
o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not

for the purpose of expressing an opinion on the effectiveness of Everest Apothecary, Inc. internal control. Accordingly, no such opinion is expressed.
 
o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as

evaluate the overall presentation of the financial statements.
 
o Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about Everest Apothecary,

Inc. ability to continue as a going concern for a reasonable period of time.
  
We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit, significant
audit findings, and certain internal control related matters that we identified during the audit.
 
/S BF Borgers CPA PC
Lakewood, CO
August 17, 2023
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EVEREST APOTHECARY, INC. 
Statement of Assets Acquired and Liabilities Assumed
 
    June 1,  

    2023  
ASSETS       

Current assets:       
Cash and cash equivalents   $ 1,412,722 
Accounts receivable     716,440 
Inventory     5,000,000 

        
Total current assets     7,129,162 

        
Property and equipment     1,443,149 
Operating lease right of use assets     1,878,545 

        
TOTAL ASSETS   $ 10,450,856 

        
LIABILITIES AND EQUITY       

        
LIABILITIES:       

Current liabilities:       
Accounts payable and accrued expenses   $ 1,656,497 
Lease liabilities - current     222,058 

        
Total current liabilities     1,878,555 

        
Long- Term Liabilities:       

Lease liabilities, net of current portion     1,656,487 
        

TOTAL LIABILITIES     3,535,042 
        
TOTAL EQUITY     6,915,814 
        
TOTAL LIABILITIES AND EQUITY   $ 10,450,856 

 
See Accompanying Notes to the Financial Statement
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
1. NATURE OF OPERATIONS
 
  (a) Business Description
 

Everest Apothecary,  Inc (the “Company”) is a vertically integrated cannabis company with operations in New Mexico. The Company operates
fourteen retail dispensaries, one cultivation and one manufacturing facility.

 
  (b) The Regulatory Environment
 

The manufacture, distribution or dispensing of cannabis remains prohibited under the Controlled Substances Act (“CSA”) of 1970. Under the
CSA, cannabis is classified as a Schedule-I controlled substance. The United States Supreme Court has ruled that it is the United States federal
government that has the right to regulate and criminalize cannabis, even for medical purposes, and thus federal law criminalizing the use of
cannabis preempts state laws that legalize its use. Many states impose and enforce similar prohibitions. Notwithstanding the CSA, thirty-eight
states, three territories, and the District of Columbia have legalized certain cannabis-related activity.

 
The Company operates in a volatile and rapidly evolving industry whereby regulations may vary significantly from state to state.

 
2. SIGNIFICANT ACCOUNTING POLICIES
 
  (a) Basis of Preparation
 

The Company’s financial statement has been prepared in conformity with generally accepted accounting principles in the United States of
America (“GAAP”) as issued by the Financial Accounting Standards Board (“FASB”).

 
  (b) Cash
 

Cash includes cash deposits in financial institutions and cash held at retail locations.
 
  (c) Accounts Receivable
 

The Company grants uncollateralized credit to customers during the ordinary course of business operations.
 
  (d) Inventory
 

Inventory is primarily comprised of raw materials, internally produced work in process, and finished goods.
 

Costs incurred during the growing and production process are capitalized as incurred to the extent that cost is less than net realizable value. These
costs include materials, labor and manufacturing overhead used in the growing and production processes. Inventories of purchased finished goods
and packing materials are initially valued at cost and subsequently at the lower of cost and net realizable value.

 
Net realizable value is determined as the estimated selling price in the ordinary course of business less the estimated costs of completion and the
estimated costs necessary to make the sale. Cost is determined using the weighted average cost basis. Products for resale and supplies and
consumables are valued at lower of cost and net realizable value.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
 
  (e) Property and Equipment
 

Purchase of property and equipment are recorded at cost, net of accumulated depreciation and impairment losses, if any. Improvements and
replacements of property and equipment are capitalized. Maintenance and ordinary repairs that do not improve or extend the lives of property and
equipment are charged to expense as incurred. Depreciation is calculated on a straight-line basis over the estimated economic useful lives of each
class of assets using the following terms:

 
Land Not Depreciated
Leasehold Improvements Lesser of the life of the lease or estimated useful life of the

asset
Furniture and Fixtures 3 - 5 Years
Computer Equipment 3 – 5 Years
Vehicles 5 Years
Machinery and Equipment 3-5 Years

 
The assets’ carrying values, useful lives and methods of depreciation are reviewed at each financial year-end and adjusted prospectively if
appropriate. An item of property and equipment is derecognized upon disposal or when no future economic benefits are expected from its use.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying value of the
asset) is included in the Statements of Income in the year the asset is derecognized.

 
  (f) Intangible Assets
 

Intangible assets are recorded at cost, less accumulated amortization and impairment losses, if any. Intangible assets acquired in a business
combination are measured at fair value at the acquisition date or date of consolidation/control. Amortization of definite-lived intangible assets is
recorded on a straight-line basis over their estimated useful lives, which do not exceed the contractual period, if any. Costs incurred during the
year to renew or extend the term of a recognized intangible asset are included within additions and are amortized on a straight-line basis over the
useful lives of the permit or license renewal period. Intangible assets are amortized over estimated useful lives ranging from three to fifteen years.

 
The estimated useful lives and residual values are reviewed at each year end and any changes in estimates are accounted for prospectively.
Intangible assets that have an indefinite useful life are not subject to amortization.

 
Definite-lived intangible assets are tested for impairment when there is an indication of impairment. Indefinite-lived intangible assets are tested for
impairment annually or more frequently as warranted if events or changes in circumstances indicate impairment.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
 
  (g) Leased assets
 

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The standard requires lessees to recognize almost all leases on the
balance sheet as a Right-of-Use (“ROU”) asset and a lease liability and requires leases to be classified as either an operating or a finance type
lease. The standard excludes leases of intangible assets or inventory. The Company adopted ASC 842 using the modified retrospective approach,
by applying the new standard to all leases existing at the date of initial application. Results and disclosure requirements for reporting periods
beginning after January 1, 2019 are presented under ASC 842, while prior period amounts have not been adjusted and continue to be reported in
accordance with our historical accounting under ASC 840. The Company elected the package of practical expedients permitted under the standard,
which also allowed the Company to carry forward historical lease classifications. The Company also elected the practical expedient related to
treating lease and non-lease components as a single lease component for all equipment leases as well as electing a policy exclusion permitting
leases with an original lease term of less than one year to be excluded from the ROU assets and lease liabilities.

 
Under ASC 842, the Company determines if an arrangement is a lease at inception. ROU assets and liabilities are recognized at commencement
date based on the present value of remaining lease payments over the lease term. For this purpose, the Company considers only payments that are
fixed and determinable at the time of commencement. As most of the Company's leases do not provide an implicit rate, the Company estimated
the incremental borrowing rate in determining the present value of lease payments. The ROU asset also includes any lease payments made prior to
commencement and is recorded net of any lease incentives received. The Company’s lease terms may include options to extend or terminate the
lease when it is reasonably certain that the Company will exercise such options.

 
Operating leases are included in operating lease Right-of-Use assets and operating lease liabilities, current and long term, on the Company's
accompanying statement of assets acquired and liabilities assumed.

 
  (h) Income Taxes
 

Everest Apothecary, Inc. has elected to be taxed as C Corporations. Accordingly, the Company accounts for income taxes for the activity of these
entities under ASC 740 Income Taxes.

 
Under the asset and liability method of ASC 740, deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statements carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
the enactment occurs. A valuation allowance is provided for certain deferred tax assets if it is more likely than not that the Company will not
realize tax assets through future operations.

 
In accordance with FASB ASC Topic 740, Income Taxes, management evaluated the Company’s tax positions and concluded that the Company
had taken no uncertain tax positions that require adjustment to the financial statements to comply with the provisions of this guidance. With few
exceptions, the Company is no longer subject to income tax examinations by the U.S. federal, state, or local tax authorities for years before 2017.
Interest and penalties are classified as expense as incurred. Income tax benefits are recognized for income tax positions taken or expected to be
taken in a tax return, only when it is determined that the income tax position will more-likely than-not be sustained upon examination by taxing
authorities. The Company has analyzed tax positions taken for filings with the Internal Revenue Service and all tax jurisdictions where it operates.
The Company believes that income tax filing positions will be sustained upon examination and does not anticipate any adjustments that would
result in a material adverse effect on the Company’s financial condition, results of operations or cash flows. Accordingly, the Company has not
recorded any reserves, or related accruals for interest and penalties for uncertain income tax positions at June 1, 2023.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
 
  (i) Income Taxes (Continued)
 

As the Company operates in the cannabis industry, it is subject to the limits of IRC Section 280E under which the Company is only allowed to
deduct expenses directly related to sales of product. This results in permanent differences between ordinary and necessary business expenses
deemed non-allowable under IRC Section 280E. The Company’s policy is to recognize interest and penalties accrued on any unrecognized tax
position as a component of income tax expense. As of June 1, 2023 the Company did not have any accrued interest or penalties associated with
any unrecognized tax positions, nor was any interest or penalties recognized.

 
  (j) Revenue Recognition
 

Revenue is recognized by the Company in accordance with the FASB ASU 2014-09, Revenue from Contracts with Customers (Topic 606).
Through application of the standard, the Company recognizes revenue to depict the transfer of promised goods or services to the customer in an
amount that reflects the consideration to which the Company expects to be entitled in exchange for those goods or services.

 
In order to recognize revenue under ASU 2014-09, the Company applies the following five (5) steps:

 
  · Identify a customer along with a corresponding contract;
  · Identify the performance obligation(s) in the contract to transfer goods or provide distinct services to a customer;
  · Determine the transaction price the Company expects to be entitled to in exchange for transferring promised goods or services to a

customer;
  · Allocate the transaction price to the performance obligation(s) in the contract;
  · Recognize revenue when or as the Company satisfies the performance obligation(s).
 

Revenues consist of wholesale and retail sales of cannabis, which are generally recognized at a point in time when control over the goods have
been transferred to the customer and is recorded net of sales discounts. Payment is typically due upon transferring the goods to the customer or
within a specified time period permitted under the Company’s credit policy.

 
Revenue is recognized upon the satisfaction of the performance obligation. The Company satisfies its performance obligation and transfers control
upon delivery and acceptance by the customer.

 
  (k) Fair Value of Financial Instruments
 

The Company applies fair value accounting for all financial assets and liabilities that are recognized or disclosed at fair value in the financial
statements on a recurring basis. Fair value is defined as the price that would be received from selling an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. When determining the fair value measurements for assets and liabilities
that are required to be recorded at fair value, the Company considers all related factors of the asset by market participants in which the Company
would transact and the market-based risk measurements or assumptions that market participants would use in pricing the asset or liability, such as
inherent risk, transfer restrictions, and credit risk.

 
The Company applies the following fair value hierarchy, which prioritizes the inputs used to measure fair value into three levels, and bases the
categorization within the hierarchy upon the lowest level of input that is available and significant to the fair value measurement:

 
Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 – Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly; and 
Level 3 – Inputs for the asset or liability that are not based on observable market data.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
 
  (l) Significant Accounting Judgments, Estimates, and Assumptions
 

The preparation of the Company’s financial statements requires management to make judgments, estimates and assumptions that affect the
application of policies and reported amounts of assets and liabilities, and revenue and expenses. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in
which the estimate is revised if the revision affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods.

 
Significant estimates inherent in the preparation of the Company’s financial statements include the assumptions related to the estimated useful
lives for property and equipment and intangible assets.

 
  (m) Concentrations of Credit Risk
 

The Company’s financial instruments that at times are exposed to concentrations of credit risk consist primarily of cash. The Company maintains
cash in bank accounts, which at times may exceed federally insured limits. The Company has not experienced any losses in such accounts.
Management does not believe the Company is exposed to significant credit risk related to cash because the Company maintains cash with high
quality institutions.

 
  (n) Recent Accounting Pronouncements
 
  (i) In June  2016, the FASB issued ASC 2016-13, Financial Instruments – Credit Losses (Topic 326), Measurement of Credit Losses on

Financial Instruments. ASU 2016-13 requires entities to measure all expected credit losses for most financial assets held at the reporting
date based on an expected loss model which includes historical experience, current conditions, and reasonable and supportable forecasts.
Companies will now use forward-looking information to better form their credit loss estimates. ASU 2016-13 also requires enhanced
disclosures to help financial statement users better understand significant estimates and judgements used in estimating credit losses, as
well as the credit quality and underwriting standards of a company’s portfolio. For private companies, ASU 2016-13 is effective for
annual periods beginning after December  15, 2022. The Company adopted the new standard and management does not believe the
standard had a material impact on the financial statements.

 
  (o) Coronavirus Pandemic
 

In March  2020, the World Health Organization categorized coronavirus disease 2019 (“COVID-19”) as a pandemic. COVID-19 continues to
spread throughout the U.S. and other countries across the world, and the duration and severity of its effects are currently unknown. The Company
continues to implement and evaluate actions to strengthen its financial position and support the continuity of its business and operations.

 
As of the date hereof, the Company’s operations have not been significantly impacted as the cannabis industry has been deemed an essential
service in many states since March  2020. Going forward, the extent of the impact of COVID-19 on the Company’s operational and financial
performance will depend on various developments, including the duration and magnitude of the outbreak, and the impact on customers, employees
and vendors, all of which are uncertain and cannot be predicted.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
3. INVENTORY
 
The Company’s inventory consists of the following as of June 1, 2023:
 

    June 1, 2023  
Raw materials   $ 229,589 
Work in process     489,665 
Finished goods     4,280,746 
        

Total Inventories   $ 5,000,000 
 

4. PROPERTY AND EQUIPMENT
 
The Company’s property and equipment consists of the following as of June 1, 2023:
 

    June 1, 2023  
Leasehold improvements   $ 1,440,254 
Equipment     2,897 
        
Total property and equipment   $ 1,443,151 

 
5. ACQUISITION
 
The Company was acquired on June 1, 2023 pursuant to an Asset Purchase Agreement, dated April 21, 2023, between Evergreen Holdco, LLC, (“Everest
Purchaser”), a wholly-owned subsidiary of the Medicine Man Technologies, Inc., Sucellus, LLC (“Everest Seller”), James Griffin, Brook Laskey, William
Baldwin, Andrew Dolan, and Greg Templeton, and Brook Laskey, as Representative, as amended on June 1, 2023 (the “Everest Purchase Agreement”).
Everest Purchaser acquired substantially all of the operating assets of Everest Seller and assumed specified liabilities of Everest Seller, subject to the terms
and conditions set forth in the Everest Purchase Agreement (the “Everest Acquisition”). Pursuant to existing laws and regulations in New Mexico, the
cannabis licenses for the facilities managed by Everest Seller are held by the Company. At the closing, Everest Purchaser gained control over the Company
by replacing the officers and directors of the Company with officers of the Medicine Man Technologies, Inc. On the same date, Everest Purchaser entered
into a separate Call Option Agreement that gives Everest Purchaser the right to acquire 100% of the equity or 100% of the assets of the Company for a
purchase price of $100 if, in the future, the New Mexico legislature adopts legislation that permits NFPs to (i)  convert to a for-profit corporation and
maintain its cannabis license or (ii) sell its assets (including its cannabis license) to a for-profit corporation. After purchase price adjustments and subject to
post-closing adjustments, the aggregate purchase price for Everest Acquisition received at closing was approximately $38 million, of which $12.5 million
was paid in cash, $17.5 million was paid in the form of an unsecured promissory note issued by Everest Purchaser to Everest Seller (the “Everest Note”),
and $8 million was paid in Everest Purchaser common stock in the amount of 7,619,047 shares. The Everest Note is payable on the last day of the calendar
quarter following the fourth anniversary of the closing of the Everest Acquisition with interest payable quarterly at an annual interest rate of 5%. Two
initial principal and interest payments of $1,250,000 are due to the Company on August 30, 2023 and November 28, 2023. Everest Purchaser is required to
make installment payments of principal and interest starting June 30, 2025, and the total outstanding principal will be due on May 31, 2027.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
5. ACQUISITION (Continued)
 
In addition to the foregoing, Everest Purchaser may be required to make a potential “earn-out” payment of up to an additional $8 million, payable in
Company common stock priced at closing of the Everest Acquisition, based on the revenue performance of certain retail stores of Everest for 12 months
following such stores opening for business. The earnout is estimated to be $2,520,448. Indemnification claims permitted under the Everest Purchase
Agreement will be offset against the Everest Note.
 
The Company utilized purchase price accounting to value assets sold, which values such assets at approximately fair market value. The purchase price
accounting for the Everest acquisition resulted in $8,475,758 of goodwill and $25,128,876 of intangibles, however valuation has not been finalized and has
a measurement period of up to one-year from the acquisition date. During the one-year measurement period, the Company may record adjustments, in the
period in which they are determined, to the assets acquired and liabilities assumed with the corresponding offset to goodwill.
 
This transaction was accounted for as a business combination in accordance with ASC 805, Business Combinations (“ASC 805”) in the period acquired. In
consideration of the sale and transfer of the acquired assets the Company paid as follows:
 

    Everest Apothecary, Inc. 
Cash   $ 12,500,000 
Seller note     17,500,000 
Common stock     8,000,000 
Expected earn-out     2,520,448 
        
Total purchase price   $ 40,520,448 

 
Description   Everest Apothecary, Inc. 

Assets acquired:       
Cash   $ 1,412,722 
Accounts receivable     716,440 
Inventory     5,000,000 
Property and Equipment     1,443,149 
Operating lease right of use assets     1,878,545 
Intangible assets     25,128,876 
Goodwill     8,475,758 

        
Total Assets acquired   $ 44,055,490 
        
Liabilities assumed:       

Accounts payable and accrued expenses   $ 1,656,497 
Lease liability     1,878,545 

        
Total Liabilities assumed     3,535,042 
        
Estimated fair value of net assets acquired   $ 40,520,448 

 
Transaction costs incurred in connection with the acquisition totaled approximately $235,000.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
6. INTANGIBLE ASSETS
 
Intangible assets as of June 1, 2023 primarily consist of licenses, tradenames, customer relationships, and non-compete agreements.
 
The following table presents the Company’s future projected annual amortization expense as of June 1, 2023:
 

2023   $ 966,746 
2024     1,668,380 
2025     1,668,380 
2026     1,668,380 
2027     1,668,380 
Thereafter     17,488,610 
Total   $ 25,128,876 

 
 
7. LEASED ASSETS
 
Leases with an initial term of 12 months or less are not recorded on the balance sheet; we recognize lease expense for these leases on a straight-line basis
over the lease term. Leases with a term greater than one year are recognized on the balance sheet at the time of lease commencement or modification of an
ROU operating lease asset and a lease liability, initially measured at the present value of the lease payments. Lease costs are recognized in the income
statement over the lease term on a straight-line basis. ROU assets represent our right to use an underlying asset for the lease term and lease liabilities
represent our obligation to make lease payments arising from the lease.
 
The Company’s leases consist of real estate leases for office, retail, cultivation, and manufacturing facilities. The Company elected to combine the lease
and related non-lease components for its operating leases.
 
The Company’s operating leases include options to extend or terminate the lease, which are not included in the determination of the ROU asset or lease
liability unless reasonably certain to be exercised. The Company’s operating
 
leases have remaining lease terms of less than ten years. The Company’s lease agreements do not contain any material residual value guarantees or material
restrictive covenants.
 
As the Company’s leases do not provide an implicit rate, we used an incremental borrowing rate based on the information available at the lease
commencement date in determining the present value of lease payments. The discount rate used in the computations ranged between 6% and 12%.
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
8. LEASED ASSETS (Continued)
 
Balance Sheet Classification of Operating Lease Assets and Liabilities as of June 1, 2023:
 

  Statement Line   June 1, 2023  
Asset           
Operating lease right of use assets   Noncurrent assets   $ 1,878,545 
            
Liabilities          
Lease liabilities   Current Liabilities   $ 222,058 
Lease liabilities   Noncurrent liabilities   $ 1,656,487 

 
Maturities of Lease Liabilities as of June 1, 2023, are as follows:
 

2023   $ 2,875,010 
Less: Interest     996,465 
Present value of lease liabilities   $ 1,878,545 

 
The following table presents the Company’s future minimum lease obligation under ASC 842 as of June 1,2023:
 

2023     251,725 
2024     423,362 
2025     347,572 
2026     349,387 
2027     336,235 
Thereafter     1,166,729 
Total   $ 2,875,010 
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EVEREST APOTHECARY, INC. 
Notes to Financial Statement 
As of June 1, 2023
 
9. COMMITMENTS AND CONTINGENCIES
 
The Company is subject to lawsuits, investigations and other claims related to employment, commercial and other matters that arise out of operations in the
normal course of business. Periodically, the Company reviews the status of each significant matter and assesses the potential financial exposure. If the
potential loss from any claim or legal proceeding is considered probable, and the amount can be reliably estimated, such amount is recognized in other
liabilities.
 
Contingent liabilities are measured at management’s best estimate of the expenditure required to settle the obligation at the end of the reporting period and
are discounted to present value where the effect is material. The Company performs evaluations to identify onerous contracts and, where applicable,
records contingent liabilities for such contracts.
 
  (a) Contingencies
 

The Company’s operations are subject to a variety of local and state regulations. Failure to comply with one or more of those regulations could
result in fines, restrictions on its operations, or losses of permits that could result in the Company ceasing operations. While management of the
Company believes that the Company is in compliance with applicable local and state regulation as of June 1, 2023, cannabis regulations continue
to evolve and are subject to differing interpretations. As a result, the Company may be subject to regulatory fines, penalties or restrictions in the
future.

 
  (b) Claims and Litigation
 

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the normal course of business. As of
June  1, 2023, there were no pending or threatened lawsuits that could reasonably be expected to have a material effect on the Company’s
combined results of operations. There are also no proceedings in which any of the Company’s directors, officers or affiliates is an adverse party or
has a material interest adverse to the Company’s interest.

 
10. RISKS AND UNCERTAINTIES
 
The business involves the growing of cannabis, an agricultural product, which is subject to the risks inherent in the agricultural business, such as losses due
to infestation by insects or plant diseases and similar agricultural risks.
 
11. SUBSEQUENT EVENTS
 
Management has evaluated significant events or transactions that have occurred since the balance sheet date and through June 1, 2023 the date the financial
statements were available to be issued, and has determined that it has no material subsequent events to disclose.
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Exhibit 99.3
 
Medicine Man Technologies, Inc.
Unaudited Pro Forma Condensed Combined Financial Information
 
The unaudited pro forma condensed combined statements of operations for the six months ended June 30, 2023 and for the year ended December 31, 2022
combine the financial statements of Medicine Man Technologies,  Inc. (“Medicine Man”) and Everest Apothecary,  Inc. (“Everest”) giving effect to the
transaction described in the Agreement, as if they had occurred on January 1, 2022 in respect of the unaudited pro forma condensed combined statements of
operations.
 
The unaudited pro forma condensed combined financial information should be read in conjunction with:
 

· Medicine Man’s audited consolidated financial statements and accompanying notes as of and for the year ended December 31, 2022, as contained
in the Form 10-K filed on March 29, 2023 with the United States Securities and Exchange Commission (the “SEC”).

 
· Everest’s audited Statement of Assets Acquired and Liabilities Assumed as of June 1, 2023, contained elsewhere herein.

 
· the other information contained in or incorporated by reference into this filing.

 
The final purchase consideration and the allocation of the purchase consideration may materially differ from that reflected in the unaudited pro forma
condensed combined financial information after final valuation procedures are performed and amounts are finalized following the completion of the
acquisition.
 
The unaudited pro forma adjustments give effect to events that are directly attributable to the transaction and are based on available data and certain
assumptions that management believes are factually supportable. In addition, with respect to the unaudited condensed combined statements of operations,
the unaudited pro forma adjustments are expected to have a continuing impact on the combined results.
 
The unaudited pro forma condensed combined financial information is presented for informational purposes only and to aid you in your analysis of the
financial aspects of the acquisition. The unaudited pro forma condensed combined financial information described above has been derived from the
historical financial statements of Medicine Man and Everest and the related notes included elsewhere in this Form 8-K. The unaudited pro forma condensed
combined financial information is based on Medicine Man’s accounting policies. Further review may identify additional differences between the
accounting policies of Medicine Man and Everest. The unaudited pro forma adjustments and the pro forma condensed combined financial information do
not reflect the impact of synergies or post-transaction management actions and are not necessarily indicative of the financial position or results of
operations that may have actually occurred had the transaction taken place on the dates noted, or of Medicine Man’s future financial position or operating
results.
 

 



 

 
Medicine Man Technologies, Inc.
Unaudited Pro Forma Condensed Combined Statement of Operations
For the Six Months Ended June 30, 2023
 
                Transaction        
                Accounting        
    Medicine Man     Everest     Adjustments     Pro Forma Combined 
Operating revenues:                            

Retail   $ 73,919,068    $ 8,336,437    $ -    $ 82,255,505 
Wholesale     8,333,408      617,788      -      8,951,196 
Other     123,560      197,603      -      321,163 

                             
Total revenue     82,376,036      9,151,828      -      91,527,864 

                             
Cost of goods and services:                            

Cost of goods and services     34,824,320      4,996,576      -      39,820,896 
                             
Gross profit     47,551,716      4,155,252      -      51,706,968 
                             
Operating Expenses                            

Selling, general and administrative expenses     19,054,847      2,178,251      695,158(B)     21,928,256 
Depreciation     -      -      120,262(E)       
Professional services     1,675,224      -      (232,853)(D)    1,442,371 
Salaries     13,154,165      -      -      13,154,165 
Stock based compensation     3,060,235      -      -      3,060,235 

                             
Total operating expenses     36,944,471      2,178,251      582,567      39,705,289 

                             
Income from operations (loss)     10,607,245      1,977,001      (582,567)     12,001,679 
                             
Other income (expense):                            

Interest expense, net     (15,636,294)     (9,761)     (91,146)(A)    (15,737,201)
Unrealized gain (loss) on derivative liabilities     9,969,768      -      -      9,969,768 
Unrealized gain (loss) on investments     1,816      -      -      1,816 

                             
Total other income (expense)     (5,664,710)     (9,761)     (91,146)     (5,765,617)

                             
Income before income tax expense     4,942,535      1,967,240      (673,713)     6,236,062 
                             

Income tax benefit (expense)     (9,804,737)     -      (1,025,000)(C)    (10,829,737)
                             
Net income (loss)   $ (4,862,202)   $ 1,967,240    $ (1,698,713)   $ (4,593,675)
                             
Earnings (loss) per share attributable to common
stockholders:                            

Basic earning (loss) per share   $ (0.16)     -      -    $ (0.16)
Diluted earning (loss) per share   $ (0.16)     -      -    $ (0.16)

Weighted average number of shares outstanding - basic     57,999,461      -      7,619,047    $ 65,618,508 
Weighted average number of shares outstanding - diluted     57,999,461      -      7,619,047    $ 65,618,508 
 

 



 

 
Medicine Man Technologies, Inc.
Unaudited Pro Forma Condensed Combined Statement of Operations
For the Year Ended December 31, 2022
 
                Transaction        
                Accounting        
    Medicine Man     Everest     Adjustments     Pro Forma Combined 
Operating revenues:                            

Retail   $ 141,254,893    $ 21,374,053    $ -    $ 162,628,946 
Wholesale     17,819,938      284,988      -      18,104,926 
Other     304,388      2,279,396      -      2,583,784 

                             
Total revenue     159,379,219      23,938,437      -      183,317,656 

                             
Cost of goods and services:                            

Cost of goods and services     74,349,421      14,031,477      -      88,380,898 
                             
Gross profit     85,029,798      9,906,960      -      94,936,758 
                             
Operating Expenses                            

Selling, general and administrative expenses     29,398,324      4,091,475      1,668,380(B)     35,158,179 
Depreciation                   288,630(E)     288,630 
Transaction costs     -      -      232,853(C)     232,853 
Professional services     6,722,554      -      -      6,722,554 
Loss on Impairment     8,011,405      -      -      8,011,405 
Salaries     25,369,968      -      -      25,369,968 
Stock based compensation     2,672,713      -      -      2,672,713 

                             
Total operating expenses     72,174,964      4,091,475      2,189,863      78,456,302 

                             
Income from operations     12,854,834      5,815,485      (2,189,863)     16,480,456 
                             
Other income (expense):                            

Interest expense, net     (30,139,645)     (25,379)     (218,750)(A)    (30,383,774)
Unrealized gain (loss) on derivative liabilities     18,414,760      -      -      18,414,760 
Other loss     24,136      -      -      24,136 
Loss on business disposition     (4,684,366)     -      -      (4,684,366)
Unrealized gain (loss) on investments     (39,270)     -      -      (39,270)

                             
Total other income (expense)     (16,424,385)     (25,379)     (218,750)     (16,668,514)

                             
Income before income tax expense     (3,569,551)     5,790,106      (2,408,613)     (188,058)
                             

Income tax benefit (expense)     (14,898,064)     (1,911,856)     -      (16,809,920)
                             
Net income (loss)   $ (18,467,615)   $ 3,878,250    $ (2,408,613)   $ (16,997,978)
                             
Earnings (loss) per share attributable to common
stockholders:                            

Basic earning (loss) per share   $ (0.49)     -      -    $ (0.49)
Diluted earning (loss) per share   $ (0.49)     -      -    $ (0.49)

Weighted average number of shares outstanding - basic     53,637,003      -      7,619,047    $ 61,256,050 
Weighted average number of shares outstanding - diluted     53,637,003      -      7,619,047    $ 61,256,050 
 

 



 

 
Medicine Man Technologies, Inc.
Notes to Unaudited Pro Forma Condensed Combined Financial Information
 
Note 1. Basis of Presentation
 

The unaudited pro forma condensed combined financial information set forth herein is based upon the consolidated financial statements of
Medicine Man Technologies, Inc. and Everest. The unaudited pro forma condensed combined financial information is presented as if the transaction had
been completed on January 1, 2022 with respect to the unaudited pro forma condensed combined statements of operations for each of the six months ended
June 30, 2023 and for the year ended December 31, 2022.
 

The unaudited pro forma condensed combined financial information is presented for informational purposes only and is not necessarily indicative
of the combined financial position or results of operations had the transaction occurred as of the dates indicated, nor is it meant to be indicative of any
anticipated combined financial position or future results of operations that the combined company will experience after the completion of the transactions.
 

We have accounted for the acquisition in this unaudited pro forma condensed combined financial information using the acquisition method of
accounting, in accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 805 “Business Combinations” (“ASC
805”). In accordance with ASC 805, we use our best estimates and assumptions to assign fair value to the tangible and intangible assets acquired and
liabilities assumed at the acquisition date. Goodwill as of the acquisition date is measured as the excess of purchase consideration over the fair value of net
tangible and identifiable intangible assets acquired.
 

Pro forma adjustments reflected in the unaudited pro forma condensed combined balance sheet are based on items that are factually supportable
and directly attributable to the transaction. Pro forma adjustments reflected in the pro forma condensed combined statements of operations are based on
items that are factually supportable, directly attributable to the transaction and expected to have a continuing impact on the combined results. The unaudited
pro forma condensed combined financial information does not reflect the cost of any integration activities or benefits from the transaction, including
potential synergies that may be generated in future periods.
 
Note 2. Description of the Transaction
 

On June 1, 2023, Medicine Man Technologies,  Inc. operating its business under the trade name Schwazze (the “Company”) consummated the
Agreement with Everest. The aggregate purchase price is $42,520,448, is subject to measurement period adjustments. The purchase price is comprised of
cash, a seller note, common stock and an earn-out, which is to be paid in stock if certain targets are met twelve months after the acquisition date.
 

 



 

 
Note 3. Purchase Price Allocation
 
The fair value of the consideration transferred was valued as of the date of the acquisition as follows.
 
Everest Purchase Consideration      
Cash   $ 12,500,000 
Seller Note     17,500,000 
Common Stock     8,000,000 
Common Stock     2,520,448 
Total Purchase Consideration   $ 40,520,448 
 
Note 4. Pro Forma Adjustments
 
The following pro forma adjustments give effect to the transaction.
 
Unaudited Pro Forma Condensed Combined Statement of Operations – For The Six Months Ended June 30, 2023
 
Note A To record interest on seller note of 5% per annum.
 
Note B To record amortization of intangible assets related to the intangible assets acquired in the transaction.
 
Note C To record provision for income tax based on the estimated effective tax rate of 28.6% applied to income taxable under IRC Section 280E.
 
Note D To remove transaction costs that would have been incurred in 2022.
 
Note E To record depreciation of fixed assets related to the fixed assets acquired in the transaction.
 
Unaudited Pro Forma Condensed Combined Statement of Operations – For The Year Ended December 31, 2022
 
Note A To record interest on seller note of 5% per annum.
 
Note B To record amortization of intangible assets related to the intangible assets acquired in the transaction.
 
Note C An estimated tax provision was recorded in the financial statements of Everest.
 
Note D To add transaction costs that occurred in 2023.
 
Note E To record depreciation of fixed assets related to the fixed assets acquired in the transaction.
 

 


