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CLS HOLDINGS UK LIMITED -

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2016

The Directors present their annual report and financial statements for the year ended 31 December 2016.

The Dlrectors Report has been prepared in accordance with the special prowsmn relating to small companies
under section 415a of the Companies Act 2006.

The Cdmpany has also taken advantage of the small companies' exemption from.preparing a Strategic Report.

Prmcnpal activities
The prlnc1pal activity of the Company contlnued to be that of an investment business.

Results and d|V|dends
The results for the year are set out on page 6. -

No ordinary. dividende were paid. The Directors do not recommend payment of a final dividend (2015: nil).

D|rectors :
-The Directors who held office during the year and up to the date of 5|gnature of the financial statements were as
follows:

Mr Henry Kotz

Mr Alain Millet

Mr Fredrik Widlund
Mr Simon Wigzell
Mr John Whiteley

Directors' insurance
Qualifying third-party indemnity provisions (as defined in section 234 of the Companies Act 2006) are in force for
_the benef t of the Dlrectors who held office in 2016. : :




CLS HOLDINGS UK LIMITED |

~ DIRECTORS' REPORT (CONTINUED)
[FOR THE YEAR ENDED 31 DECEMBER 2016

Statement of Directors’ responsibiiities
The Directors are responsible for preparing the Annual Report and the financial statements in accordance wrth
applicable law and regulattons

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
-Directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) including Financial
Reporting Standard 101 Reduced Disclosure Framework. Under company law the Directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
Company at the balance sheet date and of the profit or loss of the Company for the period endrng on that date In
preparing these fi nancral statements, the Directors are required to: :

. select surtable accounting policies and apply them consistently;

+ make judgements and accounting estimates that are reasonable and prudent; and

« prepare the financial statements on the going concern basis unless it is mapproprlate to presume. that the
Company will continue in business. :

The Directors are responsible for keeping adequate accountmg records that are sufficient to show. and explain
the Company’s transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

1

Auditor
In accordance with the Company s articles, a resolution proposing that Deloitte LLP be reappomted as auditor of ’
~ the Company will be put at a General Meeting. ’

Statement of disclosure to auditor

So far as each person who was a director at the date of approvrng this report is aware, there is no reIevant audit
information of which the Company’s auditor is unaware. Addrtlonally, the Directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant
audit information and to establish that the Company’s auditor is aware of that information. This confirmation is
given and should be interpreted in accordance with the provisions of s418 of the Companies Act 2006. '




CLS HOLDINGS UK LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

Principal risks and uncertainties .
- The Directors consider there are a number of potential risks and uncertainties which-could have a material .
impact on the Company's performance and could cause the actual results to differ materially from expected or -
historical results; the management and mitigation of these risks .are the responsibility of the Directors of the
Company. The Company is a wholly-owned 'subsidiary of the CLS Holdings plc Group (the "Group") and is
managed on a day-to-day basis by employees of the Group. The principal risks and uncertainties facmg the
Company are broadly grouped as funding risk and political and economic risk. :

Funding Risk : .
The unavailability of. financing at acceptable pnces adverse interest rate movements or a breach in borrowrng

covenants may have a detrimental effect on the ability of the Company to meet its financial obligations. In order
. to mitigate this risk, the Group’s treasury function closely monitors the performance of the Company and looks to
limit its exposure through various financial hedging instruments. .

Political and Economic Risk ‘
The exit of the United Kingdom from the European Union remains an adverse risk to the overaII economy, which

may impact the value of net assets and profitability. It is the Directors' view that the United Kingdom's economy
remains sufficiently robust to weather any immediate adverse economic effects. .

Further discussion of these risks and uncertainties, in the context of the Group a.s‘a whole, is provided in the
Group’s annual report which does not form part of this report and can be found on www.clsholdings.com.

Going concern

The Directors have at the time of approvrng the financial statements, a reasonable expectatlon that the Company
has adequate resources to continue in operational existence for the foreseeable future despite the net liability
position as at 31 December 2016. The Directors are in receipt of an unequivocal letter of support from the parent
company confirming that sufficient funds will be available to ensure all liabilities are met as they fall due for a
period of 12 months from the date of approval of the financial statements, so long as the Company is ‘a wholly-
owned direct or indirect subsidiary of its current ultimate parent company. The Directors do not expect that the
ownership of the Company will change in the foreseeable future and thus continue to adopt the goung concern
basis of accounting in prepanng the financial statements.

By order of the, boatd

avid Fuller
Secretary
17 May 2017




CLS HOLDINGS UK LIMITED

INDEPENDENT AUDITOR'S REPORT
. TO THE MEMBERS OF CLS HOLDINGS UK LIMITED

We have audited the financial statements of CLS Holdings UK Limited for the year ended 31 December 2016
which comprise the statement of comprehensive income, the balance sheet, the statement of changes in equity
and the related notes 1 to 10..The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards .(United Kingdom Generally Accepted Accountlng
Practice), including FRS 101 "Reduced Dlsclosure Framework". .

ThIS report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them in 'an auditor's report and for no other purpose. To the fullest
extent permitted by-law, we do not accept or assume responsibility to anyone other than the Company and the
Compar_ly’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and auditor

As’ explained more fully in the Statement of Directors' Responsibilities, the Directors are responsrble for the
. preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland). Those-standards require us to comply with the
Auditing Practices Board‘s Ethical Standards for Auditors. .

Scope of the audit of the fnancnal statements

An audit involves obtaining evidence about the amounts and dlsclosures in the fnancral statements suffc;lent to
give reasonable assurance that the financial staterments are free from material misstatement, whether caused by
fraud or error. This includes an assessment of: whether the accounting policies are appropriate to the
Company's circumstances and have been consistently applied and adequately disciosed; the reasonableness of
significant accounting estimates made by the Directors; and the overall presentatlon ‘of the financial statements.
In addition, we read all the financial and "non-financial information in the annual report to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently materially
incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the
audit. If we become aware of any apparent material mlsstatements or inconsistencies we consider the
implications for our report.

Opinion on fnancial statements
in our opinion the financial statements:
« give a true and fair view of the state of the Company s affairs as at 31 December 2016 and of its loss for the
year then ended;
* have been properly prepared in accordance with United ngdom Generally Accepted Accounting Practice;
and .
* have been prepared in accordance with the requirements of the Compames Act 2006.

Opinion on other matter prescrlbed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
« the information given in the Directors’ Report for the financial year for which the financial statements are -
prepared is consistent with the financial statements; and. -
« the Directors’ Report has been prepared in accordance with applicable legal requirements..
-In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the Directors’ Report.




- CLS HOLDINGS UK LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)

TO THE MEMBERS OF CLS HOLDINGS UK LIMITED

Matters on which we are required to report by exception
We have nothmg to report in respect of the following matters where the Companres Act 2006 requires- us to,
report to you |f in our opinion: - . , :

adequate accountmg records have not been kept, or returns adequate for our audit have not been recelved
from branches not visited by us; or

the financial statements are not in agreement with the accounting records and returns or

certain disclosures of directors' remuneration specified by law are not made; or .

we have not received all the information and explanations we require for our audit; or

the Directors were not entitled to take advantage of the .small companies exemptlon in preparlng the
Directors’ Report or from the requirement.to prepare a Strateglc Report.

Mark Beddy FCA (Senior Statutory Aud

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom .

17 May, 2017




CLS HOLDINGS UK LIMITED
STATEMENT OF COMPREHENSIVE INCOME
- FOR THE YEAR ENDED 31 DECEMBER 2016

Notes

Administrative expenses
Operating loss
Tax on loss on ordinary activities 5

Loss for the financial year

- 2016

£

(654)

(654)

131

' (523)

2015

£

(630)

(630)

128
(502)

" The statement of comprehensive income has béen prepared bon the basis that all operations are continuing -

operations.

- There were no items of other cbmprehensive income other than those stated above for either period.

The notes 1 to 10 form part of these financial statements.

-6-



CLS HOLDINGS UK LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2016

Notes
Fixed assets

Investments ) 6

Current assets
Trade and other receivables
Current tax recoverable

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after
one year .
Trade and other payables 7

- Net liabilities

Equity .
~ Called up share capital - o 8
Retained earnings B

- Total equity

N

2016 -

128
131

259

259

260

" (228,173)

(227,913)

1

(227,914)

(227,913)

2015

128 .

128

128

129

(227,519)

(227,390)

1

~ (227,391)

(227,390)

The financial statements were approved by the Board of Directors and authorlsed for issue on 17 May 2017 and

are signed on its behalf by:

.

Mr John Whiteley ' : . ;

Director

Company Registration No. 03930770




- CLS HOLDINGS UK LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2016 -

. Retained .

* Share Tdtal
capital earnings ‘
Notes £ £ £
: B?lande at 1 January 2015 : ' o . A1 (226,889) © (226,888)
Year ended 31 December 2015:- , . 4
Loss and total comprehensive income for the year - (502) (502)
~ Balance at 31 December 2015 1 (227,391)  (227,390)
Year ended 31 December 2016: o
Loss and total comprehensive income for the year - (523)°
Balance at 31 December 2016 A v : T 1 (227,914) (227,913)

(523) ..



CLS HOLDINGS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016.

1.1

1.2

1.3

14

of changes in value.

Accounting policies

Company information

CLS Holdings UK Limited is a private company limited by shares and incorporated in Great Britain under
the Companies Act 2006, and is registered in England. The registered office is 86 Bondway, London, SW8
1SF.

Accounting convention

- The Company meets the definition of a qualifying entity under Financial Reporting Standard 100 (FRS 100)
- issued by the Financial Reporting Council. These financial statements were prepared in accordance with
FRS 101 Reduced Disclosure Framework as issued by the Financial Reporting Council.

The financial statements have been prepared on the hlstoncal cost baS|s The pnncnpal accountlng poI|C|es

- adopted are set out below.

These financial statements are presented in pounds sterling because that is the currency of the primary
economic environment in which the Company operates.

* As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions in relation to

share based payments, financial instruments, capital management, presentation of a cash flow statement,
presentation of comparative information in respect of certain assets, standards not yet effective, impairment
of assets, business combinations, discontinued operations and related party transactions.

Where required, equivalent disclosures are given in the group accounts of CLS Holdings plc. The group
accounts of CLS Holdings plc are available to the public and can be obtained as set out in note 10.

.Going concern

At the time of approving the financial statements, the Directors have a reasonable expectation that the .
Company has adequate resources to continue in operational existence for the foreseeable future despite
the net liability position at 31 December 2016. The Directors are in receipt of an unequivocal letter of
support from the Parent Company confirming that sufficient funds will be available to ensure all liabilities
are met as they fall due for a period of 12 months from the date of approval of the financial statements, so
long as the Company is a wholly owned direct or indirect subsidiary of its current ultimate parent company
(note 10). The Directors do not expect that the ownership of the Company will change in the foreseeable
future and thus continue to adopt the going concern basis of accounting in preparing the financial
statements. .

Cash and cash equwalents :
Cash and cash equivalents comprise cash in hand, demand deposits and other short- term highly liquid
investments which are readily convertible to a known amount of cash and are subject to an in S|gn|fcant risk

]

Flnanma! assets :
Financial assets are recognised in the Company's balance sheet when the Company becomes party to the

. contractual prowsmns of the instrument.

Financial assets are classified- into specified categories. The classification depends on the nature and
purpose of the financial assets and is determined at the time of recognition.

Financial assets are initially measured at fair value plus transaction costs, other than those classnfed as fair
value through profit and loss, which are measured at fa|r value.




CLS HOLDINGS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

15

1.6

1.7

‘ Accohnting bolicies : N . (Continued)

Loans and receivables )
Trade and other receivables are recognised lnltlally at fair value. An |mpa|rment provision is created where
there is objectlve evidence that the Company will not be able to collect the receivable in full.

) Impa:rment of financial assets

"

Financial assets, other than those at fair value through proft and loss, are assessed for |nd|cators of .
impairment at each balance sheet date.- .

Financial assets are impaired where there is objective evidence that, as a result of one or more events that'
occurred after the initial recognition of the financial asset, the estimated future cash flows of the investment.
have been affected. : :

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substant|ally all the risks and rewards of ownership to another
entity. - .

Financial liabilities

Financial liabilities are classified as either financial liabilities at Fair Value Through Profit or Loss or other
financial liabilities. Trade and other payables are stated at cost, which equates to fair value. :

Other financial liabilities - : :
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.
They are subsequently measured at amortised cost using the effectrve mterest method, with interest
expense recogmsed on an effective yield basis. -

The effective interest method is a method of calculating the -amortised cost. of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability to the net
carrying amount on initial recognition. .

Derecognition of financial liabilities -
Financial liabilities are derecognrsed when the Company’s obhgatlons are’ d|scharged or cancelled, or when

they .expire.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.
Dividends payable on equity rnstruments are recogmsed as liabilities once they are no longer at the
dlscretlon of the Company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax C
Current tax is based on taxable profit for the year and is calculated usmg tax rates that have been enacted
or substantively enacted by the balance sheet date.

- 10_
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CLS HOLDINGS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
‘ FOR THE YEAR ENDED 31. DECEMBER 2016

1 Accounting policies o . ) o ' - (Continued)

Deferred tax ‘

The amount of deferred tax-provided is based on the expected manner of realisation or settlement of the
carrying amount of assets and liabilities, and is calculated using rates that are expected to apply in the
period when the liability is settled or the asset is realised. Deferred tax-is charged or creditedin arriving at
profit after tax, except when it relates to items recognised in other comprehensive income, in which case
the deferred tax is recognised in other comprehensive income.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will be
available against which the assets can be used. The deferred tax assets and liabilities are only offset if
there is a legally enforceable right of set-off and the Company lntends to settle its current tax assets and
liabilities on a net basis. :

2 Critical accounting estimates and judgements

The Directors have considered the judgements that have been made in the process of applying the
Company's accounting policies, which are described in note 1, and which of those judgements have the
most significant effect on amounts recognised in the financial statements.

" In the Directors’ opinion for the year ended 31 December 2016 there are no accounting judgements that
are material to the financial statements. . '

3 Auditor's remuneration

. v , 2016 2015
Fees payable to the Company's auditor and associates: - o £ £

' For audit services _ . ,
Audit of the Company's financial statements : 600 600

No fees were payable to Deloitte LLP and its assomates for non-audit services to the Company during the
current or preceding year. .

4 Employees
The Company did not have any employees in the current or pre'ceding‘year.
No fees or other emoluments were paid to-the Directors of the Company during either the current or

preceding year in respect of their services to the Company. The Directors were pald by another entity W|th|n
the Group. : .

-1 -



CLS HOLDINGS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) A ‘ . .
FOR THE YEAR ENDED 31 DECEMBER 2016 '

5 Income tax expense . S
’ 2016 .2015
, £ ' £
Current tax
Current year taxation , , : (13) (128)

The rate of corporation tax for the financial years beginning 1 April 2015 and 1 April 2016 was 20.00%.

This fell to 19.00% on 1 April 2017 and will reduce to 17.00% on 1 April 2020 under legislation

substantively enacted at the balance sheet date. The weighted average corporation tax rate for the year

ended 31 December 2016 was 20.00% (2015: 20.25%). Deferred tax has been calculated at a rate of

17.00% (2015: 18.00%), being the. rate expected to apply in the period when the liability is settled or the
- asset is realised. )

THe tax charge/(credit) for the year can be reconciled to the loss on ordinary activities as follows:

2016 - 2015
£ N
. Loss before taxation = * . o (654) .- (630)
Expected tax charge/(credlt) based on a corporation tax rate of 20.00%
(2015: 20.25%) o . . - (131) ’ (128)
Tax (credit) for the year ' (131) (128) -

6 Investments
’ Non-current

2016 2015
£ : £
Investments ',in subsidiaries 1 . 1

The Company owns 100% of the ordinary share capital of a fellow group undertaking; Vauxhall Corporate
Director Limited. The company was incorporated on 8 April 2014 and remained dormant to 31 December 2016.
The registered office is 86 Bondway, London, SW8-1SF. .

On 7 February 2017 the Company dlsposed of its entire shareholdlngs in VauxhaII Corporate Director lelted
(see note 9). )

N

-12-



CLS HOLDINGS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
' FOR THE YEAR ENDED 31 DECEMBER 2016

7

10

Trade and other payables

Non:current
2016 - 2015
) o £ . £
* Amounts due to fellow group undertakings . . 228,173 227,519 -

Creditors include a balance for £228,173 (2015: £227 519) due to a fellow group undertaking. The loan is
due- for repayment on 29 June 2018. Interest charged on the loan is at a rate of LIBOR plus a margln of

2.50% (2015: LIBOR plus a margin of 2.50%).

Share capital- A . o L2016 - 2015
C £ £

k Ordinary share capltal
_Authorised, issued and fuIIy pald '
1 ordinary share capital of £1 each

-
Y

-

Events after the reportihg date

On 7 February 2017, Vauxhall Corporate Director Limited was dissolved by Companies House. The
Company received no consideration upon the dissolution of its investment.

Controlling party

The Directors con5|der that the lmmedlate and ultimate-parent undertaking and ultimate controlllng party is
CLS Holdings plc, which-is incorporated in Great Britain. The financial statements of the Company are
consolidated into the CLS Holdings plc group accounts for the year ended 31 December 2016, being the
largest and only Group into which the Company's financial statements are consolidated. Copies of the
Group financial statements are publicly available and may be obtained from The Secretary, CLS HoIdlngs
plc, 86 Bondway, London, SW8. 1SF. . .

-13-



