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Court File No. CV-21-00659187-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c. C-36, AS AMENDED  

AND DOMENICO SERAFINO AS A PERSON INTERESTED IN THE 
MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF HYDRX 

FARMS LTD., CANNSCIENCE INNOVATIONS INC. AND SCIENTUS 
PHARMA INC.  

(the “Applicant”) 

AFFIDAVIT OF DOMENICO SERAFINO 
(SWORN MAY 20, 2021) 

I, DOMENICO SERAFINO, of the City of Toronto, in the Province of Ontario, 

MAKE OATH AND SAY:  

1. I am a significant shareholder and director of Hydrx Farms Ltd.

(“Hydrx”) and I am the Applicant in these CCAA Proceedings.  In my capacity as 

a director, and in conjunction with the management team of Hydrx, I am responsible 

for, among other things, ensuring that Hydrx has effective operational procedures 

to support its business operations.  As such, I have personal knowledge of the 

matters deposed to herein.  Where I have relied on other sources for information, I 

have so stated and believe them to be true.  
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2. I swear this Affidavit further to the April 30, 2021 Order of the 

Honourable Mr. Justice Hainey approving a claim process (the “Cobra Claims 

Process”) at the request of the Monitor that is designed to result in a determination 

of whether Hydrx is indebted to Cobra Ventures Inc. (“Cobra”).   

3. All terms not otherwise defined herein have the meaning ascribed to them 

in: 

(a) My affidavit sworn March 19, 2021, in respect of the 
commencement of the CCAA Proceedings, a copy of which 
is appended hereto, without exhibits, as Exhibit “A”; 

(b) My affidavit sworn March 29, 2021, in support of the relief 
sought in respect of the Amended and Restated Initial Order, 
a copy of which is appended hereto, without exhibits, as 
Exhibit “B”; 

(c) My affidavit sworn April 26, 2021, in support of the 
extension of the stay period, a copy of which is appended 
hereto, without exhibits, as Exhibit “C”. 

Overview 

A. Goldstein Should Not Profit From Breach of Fiduciary Duty 

4. As will be set out in further detail in my Affidavit, I am not seeking to 

challenge the fact that Cobra/Richard Goldstein (“Goldstein”) purchased the 

Aphria Secured Debenture (defined below) at a deep discount.  What I am 

challenging is Goldstein’s ability to profit, directly or indirectly, from that purchase 

given that he was a director of Hydrx at all material times and he did not comply 

2



- 3 - 

with the provisions of the Canada Business Corporations Act (Canada) (“CBCA”) 

which sets out the conditions precedent that directors must fulfil in order to entitle 

a director to profit from a direct or indirect contractual relationship with a company 

in respect of which he is a director.  

5. A few weeks before Goldstein became a director of Hydrx, Cobra 

finalized its acquisition of the Aphria Secured Debenture (the “Aphria 

Transaction”).  After the purchase, and both before and after he became a director 

of Hydrx, Goldstein, as the substantial owner and directing mind of Cobra, caused 

Cobra to enter transactions with third parties that benefited both Cobra and 

Goldstein but were not in the best interests of Hydrx.  These transactions leveraged 

the Aphria Secured Debenture and resulted in Cobra securing loans for itself, for its 

benefit, by using Hydrx’s real property (“Hydrx Real Property”), including its 

production facility in Whitby (the “Production Facility”), and its personal property 

assets (collectively, the “Hydrx Assets”) as collateral security without proper 

disclosure to or approval by the Hydrx board of directors.  

6. I am advised by my counsel, and do believe, that at common law and 

under the provisions of the CBCA: 

(a) a director of a corporation is required to disclose to the 

corporation, in writing, any interest in any material contract 

with the corporation; 
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(b) this obligation of disclosure specifically applies to persons 

who are directly or indirectly interested in a material contract 

and includes persons who subsequently become directors of 

a corporation while continuing to be interested in that 

contract; 

(c) a director is absolutely prohibited from profiting in any way 

from such a material contract unless the opportunity to profit: 

(i) has been fully disclosed, in writing to the corporation 

(ii) the ability to profit has been approved by either: 

(1) the independent board members at a meeting called 

for that purpose; or 

(2) the shareholders of the corporation, by way of a 

special resolution of the shareholders; 

(d) the court is not restricted to simply prohibiting directors from 

profiting from such contractual arrangements.  The court has 

the authority and discretion, in appropriate circumstances, to 

set aside the contract, in whole or in part, on such basis as it 

sees fit. 

7. At no time, either before or after his appointment as a director of Hydrx 

did Goldstein ever: 

(a) disclose in writing to the board of directors of Hydrx or the 

shareholders of Hydrx his indirect interest in the Aphria 

4
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Secured Debenture (defined below) through his ownership 

interest in Cobra.  The Aphria Secured Debenture is a 

material contract of Hydrx; 

(b) request approval of the independent board members of Hydrx 

for the right to profit from his indirect interest in the Aphria 

Secured Debenture; 

(c) request approval from the shareholders of Hydrx, (by special 

resolution or otherwise) for the right to profit from his 

indirect interest in the Aphria Secured Debenture. 

8. Leaving aside the other multiple breaches by Goldstein of his fiduciary 

obligations to Hydrx that will be set out in this Affidavit, it is my respectful position 

that, on this basis alone, Goldstein is prohibited at law from profiting in any way 

from his indirect ownership of the Aphria Secured Debenture. 

9. As will be set out in this Affidavit, Goldstein has breached both his duty 

to act honestly and in the best interests of Hydrx and his duty of care and loyalty to 

Hydrx.  The damages caused to Hydrx and its stakeholders are undeniable even if 

challenging to precisely measure monetarily. 

10. Accordingly, it is my respectful position that, at a maximum, Cobra 

should only have the right to recover the actual dollars it expended to acquire the 

Aphria Secured Debenture and any additional advances proven to have been made 
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by Cobra to Hydrx.  More properly, I believe it to be equitable and thoroughly 

justified for the court to set aside the Aphria Secured Debenture in its entirety or 

reduce Goldstein’s indirect right to recover thereunder to an amount materially less 

than the $5 million acquisition cost to Cobra.

B. Usurping of Corporate Opportunity 

11. I am advised by my counsel, and do believe, that directors, under a duty 

of loyalty, have the legal responsibility not to take any corporate opportunity for 

their personal benefit without first disclosing that opportunity to the independent 

board of directors of the corporation and giving the board the right to appropriate 

the opportunity for the benefit of the corporation. 

12. In January of 2021, Goldstein caused Cobra to enter into the Cobra 

Buyback Transaction (as defined herein), in respect of which he acquired a 

significant indirect interest in the Aphria Secured Debenture that he did not then 

own.  Specifically, he arranged to acquire a 50% indirect interest then owned by 

WCE (defined below).  In so doing, Goldstein was not re-organizing his pre-

existing indirect ownership in the Aphria Secured Debenture.  Instead, he was 

acquiring a 50% indirect ownership interest in the Aphria Secured Debenture that 

he did not previously own.  To finance this acquisition, he caused Cobra to enter 

into the Windsor Loan Transaction (defined below).  To encourage Windsor 
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(defined below) to make this $4 million loan he agreed to grant Windsor a 10% 

ownership interest in Cobra which provided Windsor with a 10% indirect 

ownership interest in the Aphria Secured Debenture. 

13. In basic commercial terms, the Cobra Buyback Transaction and the 

Windsor Loan Transaction may be accurately summarized as follows: the $4 

million total investment arranged by Goldstein and Windsor allowed Goldstein and 

Windsor to acquire between them a 100% indirect interest in the approximately $15 

million Aphria Secured Debenture. 

14. At no time did Goldstein or Windsor advise Hydrx or its independent 

board that an opportunity existed to acquire the WCE 50% indirect interest in the 

$15 million Aphria Secured Debenture for $2.5 million or potentially the total 

indirect interest for $5 million.  This was an extraordinarily material corporate 

opportunity for Hydrx. 

15. At no time did Goldstein, then a director of Hydrx, present this 

opportunity to Hydrx, its independent board or its shareholders for involvement by 

Hydrx prior to completing the same.  In fact, the opposite is true. Goldstein actively 

concealed the opportunity. 

16. I am advised by my counsel, and do believe, that directors are obliged to 

disgorge all profits from corporate opportunities unlawfully appropriated by them 

7



- 8 - 

even if the corporation lacked the immediate financial resources to take advantage 

of the opportunity.  In this case, however, I had the personal resources to advance 

$4 million to Hydrx to allow it to match the Windsor financing and would have 

done so if the opportunity had been presented to Hydrx as required by law. 

17. It is noteworthy that if Goldstein had presented the opportunity to Hydrx, 

as required by law, the entire CCAA proceeding involving Hydrx would not have 

been necessary.  Hydrx would have controlled the Aphria Secured Debenture and 

Goldstein’s remaining 20% indirect interest in the Aphria Secured Debenture would 

have been capped by law at $1 million (since directors cannot profit from such 

interests).  In addition, interested shareholders of Hydrx would not have been 

required to advance capital at considerable personal risk, on a totally unsecured 

basis (without the protection of a DIP order) in order to preserve the Hydrx business 

for the benefit of all the Hydrx stakeholders. 

18. As summarized above, it is my understanding that the Court is entitled to 

set aside material contracts such as the Aphria Secured Debenture, in whole or in 

part, for non-compliance by fiduciaries with their obligation to deal appropriately 

with corporations when they are in situations of material conflict, as was Goldstein. 

19. I am firmly of the view that Goldstein’s flagrant breach of his obligations 

to submit the above-noted corporate opportunity to Hydrx, his unrelenting pursuit 
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of that opportunity for personal profit at the expense of Hydrx and the extraordinary 

cost and risk imposed on the shareholders of Hydrx as a result of the necessary 

CCAA proceedings all thoroughly justify an order of the Court either setting aside 

Cobra’s entitlement under the Aphria Secured Debenture in its entirety or reducing 

Goldstein’s indirect right to recover thereunder to an amount materially less than 

its $5 million acquisition cost to Cobra. 

Background 

The Aphria Secured Debenture 

20. On August 14, 2017, Hydrx reached an agreement with Aphria Ltd. 

(“Aphria”) for a subscription agreement which included a senior, secured 

convertible debenture with a face principal amount of $11.5 million (the “Aphria 

Secured Debenture”).  With accumulated interest, the current debt owing under 

the Aphria Secured Debenture is approximately $15 million.  

21. The intended purpose of the financing by Aphria was to significantly 

expand Hydrx’s existing partnership with Aphria and to allow Hydrx to complete 

implementation of its patent pending commercial scale microwave extraction 

platform, which was an important step toward creating an active pharmaceutical 

ingredient that could be subsequently formulated into a range of effective dosing 

forms, and to execute the commercial launch of its first differentiated product. 

9
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22. The Aphria Secured Debenture was registered on title to the Hydrx Real 

Property pursuant to a charge/mortgage registered on August 15, 2017.  Attached 

hereto and marked as Exhibit “D” is a copy of the charge/mortgage. 

23. Aphria decided that it would not exercise its right to convert the debt to 

equity in the capital stock of Hydrx and informed Hydrx that the debt would need 

to be paid. 

24. On January 20, 2020, Aphria demanded repayment.   

25. Ultimately, Hydrx was provided until January 31, 2020 to arrange for 

refinancing.  Hydrx was unable to repay Aphria by the deadline but Aphria took no 

immediate action to enforce its rights as a secured creditor.  

26. At this time, Goldstein had a 0.65% ownership interest in the capital stock 

of Hydrx and was aware of the situation with the Aphria Secured Debenture.   

The July Plan 

27. On or about May 21, 2020, Goldstein was introduced to the Hydrx board 

of directors by Philip Hemans (“Hemans”), his neighbour and the former COO of 
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Hydrx.  Goldstein proposed a transaction that would resolve the financial problems 

faced by Hydrx in relation to the default under its obligations to Aphria.   

28. Goldstein indicated his intention was to arrange for the acquisition of the 

Aphria Secured Debenture with costs being rolled into Hydrx without a “lift” in 

exchange for certain fees and warrants on the condition that Hydrx terminate all of 

its other efforts to raise capital through its own sources.  Further to Goldstein’s 

proposition, in July of 2020, Goldstein along with Leo Chamberland (President of 

World Class Extractions Inc. (hereinafter “WCE”) and Rosy Mondin (CEO of 

WCE) came to my house and put forward a financing proposal whereby Goldstein 

was described as the “banker”. 

29. At this time, I understood the “banker” reference to be Goldstein’s role 

as an owner, officer and director of First Republic Capital Corporation, an exempt 

market investment dealer (“First Republic”).  At this time, I was not aware of an 

entity called Cobra or Goldstein’s ownership interest in Cobra.  

30. The premise of Goldstein’s proposal was that Goldstein sourced investors 

and Leo Chamberland would acquire the Aphria Secured Debenture in a newly 

incorporated company for a purchase price of $5 million following which the bulk 

of the Aphria debt would be converted into equity of Hydrx with the Hydrx balance 

sheet and shareholdings being restructured to reflect the conversion.  In effect, the 
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Aphria Secured Debenture would be eliminated and Hydrx would not need to deal 

with any other parties in order to move forward with the proposed expansion of the 

Hydrx business.  The details of the July Plan are summarized in the spreadsheet 

attached hereto as Exhibit “E”.  

31. The principal elements of the July Plan may be summarized as follows: 

(a) The Aphria Secured Debenture, after being acquired by 

newly incorporated company, would be converted to equity 

in Hydrx; 

(b) Goldstein and First Republic would raise $6.5 million of new 

equity for Hydrx; 

(c) Canntab Therapeutics Limited (“Canntab”), a public 

cannabis company controlled by Goldstein would invest $3.5 

million in new equity for Hydrx; and 

(d) The existing shareholders of Hydrx would be allocated at 

least 30% of the capital stock of Hydrx. 

(collectively, the “July Plan”). 

12



- 13 - 

In effect, Hydrx’s secured debt (the Aphria Secured Debenture) would be eliminated 

and Hydrx would be able to grow its business without the excessive burden of the 

Aphria debt.  

 
The July Plan had the advantage that:  

(a) WCE was a successful operator in the cannabis extraction 

and manufacturing business and a public company, bringing 

both financial resources and valuable experience as an 

“operating partner” to the Hydrx business, including bringing 

valuable extraction equipment to the Production Facility; 

(b) First Republic as an exempt market securities dealer 

purportedly had the ability to raise the $6.5 million of 

additional capital contemplated in the July Plan; 

(c) Goldstein as a director of Canntab, which is also a public 

company in the cannabis industry, purportedly had available 

resources to fulfill its $3.5 million investment commitment 

under the July Plan. 

32. The July Plan was fundamental to all of my (on behalf of Hydrx) future 

dealings with Goldstein.   

13
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The Cobra Security 

33. Unbeknownst to me as an independent director of Hydrx, an agreement 

to assign the Aphria Secured Debenture from Aphria to Cobra was entered into on 

or about July 28, 2020 for a purchase price of $5 million (the “Aphria 

Transaction”).  This was done at a time when I was not aware of Cobra, Goldstein’s 

ownership interest in Cobra, and in the face of Goldstein’s promises of 

implementing the July Plan.  

34. On October 2, 2020, the Aphria Transaction was finalized and a transfer 

registered on title to the Hydrx Real Property.  This was not disclosed to me.  A 

copy of the transfer of charge registered on October 2, 2020 is attached hereto and 

marked as Exhibit “F”. 

35. As will be discussed further below, my knowledge of the actual 

assignment date of July 28, 2020, comes as a result of a reference being made to the 

same in a demand letter issued by Cobra to Hydrx on December 22, 2020.  

Contemporaneously with the demand for payment, Cobra also issued notices of 

intention to enforce its security under the Bankruptcy and Insolvency Act (Canada).  

At the time demand for payment was made by Cobra, Goldstein was already a 

director of Hydrx. 

Goldstein Becomes a Director of Hydrx 
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36. On September 6, 2020, all members of the Hydrx board of directors, other 

than myself, resigned.  This mass resignation was precipitated by the refusal of the 

insurance carrier who provided our D&O insurance to renew coverage after this 

date.  At this time, none of the elements of the July Plan were implemented but 

Goldstein continued to make assurances that the plan would be implemented in due 

course.  

37. In or about mid-October of 2020, Goldstein requested that he and a 

representative of WCE (Rosy Mondin) be appointed to the Hydrx board of directors.  

Despite my growing misgivings about the motivations of Goldstein, having learned 

earlier in that month about his involvement with Cobra, the request made some 

business sense as it was aligned with pursuing the objectives of the July Plan. 

38. Goldstein and Mondin became directors of Hydrx on October 23, 2020. 

39. At the time Goldstein and Mondin became directors, I was aware of 

Goldstein’s interest in Cobra.  The October 1, 2020 press release of WCE (discussed 

in more detail below in the section entitled Press Releases) had been brought to my 

attention.  While I was perturbed that this material fact had not been disclosed 

earlier on when we had agreed upon the July Plan, I was still being told by Goldstein 

that he intended to follow through with the implementation of the plan. 
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40. In paragraph 30 of his Affidavit sworn on April 23, 2021, Goldstein states 

that the “only reason” he became a director of Hydrx was due to the mass 

resignation of directors and the fact that he was security cleared and at that time I 

was not.  This statement conveniently overlooks the fact that other members of the 

Hydrx executive team were qualified to act as a director – including Thomas Jefferd 

who ultimately ended up replacing Goldstein as a director. 

41. As I am the CEO of a public company that is based in the United States, 

I chose to suspend my first application for security clearance in early 2017 given 

my concerns with the stated policy of the previous US government administration 

on cannabis company executives - a policy that threatened my ability to travel 

between Canada and the United States.  I do not have the same concern with the 

current US administration and, as such, I resubmitted the requisite paperwork to 

obtain a security clearance and received my clearance in April of this year. 

Goldstein Pledges Hydrx Assets to Secure Rydan Loan   

42. Unbeknownst to me at the time, in order to provide working capital for 

Cobra, it needed to source $1 million in addition to its cost to close the Aphria 
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Transaction.  To plug this financing gap, Cobra entered into a loan transaction with 

Rydan for the $1 million (the “Rydan Loan Transaction”). 

43. As collateral security for the Rydan loan, Cobra pledged the Aphria 

Secured Debenture, which in effect pledged the Hydrx Assets.  The Rydan Loan 

Transaction and the pledging of the Hydrx Assets were not disclosed to me, as a 

director of Hydrx. Needless to say, there was no Hydrx board approval.  

44. The parcel register of the Hydrx Real Property and the PPSA Enquiry 

Response reflect a transfer of the Aphria Secured Debenture by Cobra to Rydan on 

October 23, 2020, the same day Goldstein became a director of Hydrx. Attached 

hereto and marked as Exhibit “G” is a copy of the PPSA results dated March 15, 

2021. 

Goldstein Raises Intention to Commence Hydrx CCAA Proceedings 

45. On November 11, 2020, less than a month after becoming a director of 

Hydrx, Goldstein sent me an email suggesting a “reach-out” to Health Canada 

regarding compliance issues that would arise from Cobra’s intended CCAA 

proceeding with respect to Hydrx.  This was the first time that Goldstein raised the 

prospect that Cobra may be contemplating a CCAA proceeding for Hydrx and, in 

particular, this intention was not disclosed to me at the time of the appointment of 
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Goldstein and Mondin to the board of Hydrx.  Attached hereto and marked as 

Exhibit “H” is a copy of the email. 

46. On or about December 15, 2020, Goldstein verbally informed me that the 

July Plan may be in jeopardy since he had reached an impasse with WCE on how 

to proceed. 

Goldstein Pledges Hydrx Assets as Security for Windsor Loan  

47. Just by way of summary, at this time: 

(a) The Aphria Secured Debenture was owned by Cobra; and 

(b) Cobra was owned 50% by WCE (having invested $2.5 

million) and 50% by First Republic. 

48. Sometime during December of 2020, Goldstein had a falling out with 

WCE and they decided to part ways.  The corporate divorce appears to have been 

finalized in January of 2021 with Goldstein acquiring the 50% interest of WCE in 

Cobra (the “Cobra Buyout Transaction”).   

49. Goldstein financed the Cobra Buyout Transaction through a loan he 

caused Cobra to obtain from Windsor Private Capital (“Windsor”).  Following the 

Windsor Loan Transaction (defined below), First Republic, controlled by 

Goldstein, became the only shareholder of Cobra and, as a consequence, the 
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predominant indirect owner of the Aphria Secured Debenture.  Put differently, 

Goldstein became the directing mind of the principal secured creditor of Hydrx.   

50. The terms and conditions of the Windsor loan are, in part, as follows:

(a) Loan facility of $4 million funded in one advance;

(b) 10% ownership stake in Cobra; and

(c) Security:

(i) Assignment by Cobra of the Aphria Secured

Debenture by way of collateral security; and

(ii) Fully perfected first charge mortgage on the Hydrx

Real Property with closing to occur no later than

January 15, 2021.

(collectively, the “Windsor Loan Transaction”) 

51. Goldstein only provided me with a copy of the commitment letter from

Windsor to Cobra dated December 29, 2020, after the agreement had been reached 

(the “Windsor Term Sheet”).  Attached hereto and marked as Exhibit “I” is a 

copy of the Windsor Term Sheet

52. I do not know with certainty that the Windsor Loan Transaction terms are

as set out in the Windsor Term Sheet as I note that in Exhibit P to his Affidavit of 

April 23, 2021, Goldstein includes a photocopy of an Amendment to Assignment 

of Debt between Cobra and Windsor dated April 8, 2021, in which Recital A refers 
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to a commitment letter dated January 15, 2021.  The terms of the commitment letter 

may vary from the Windsor Term Sheet.  When I sought to obtain particulars of the 

Windsor Loan transaction, Goldstein responded by way of an email on February 

21, 2021, saying that: 

“the arrangements between Cobra, Windsor and any other of Cobra’s 

sources of funding is none of your business.” 

A copy of this February 21, 2020 email is marked and attached here as Exhibit “J”. 

However, on its face, it appears that Windsor has been provided with a 10% interest 

in Cobra which may survive the repayment of the $4 million loan.  If this is the 

case, Goldstein has caused Cobra to grant Windsor the 10% indirect interest in the 

$15 million Aphria Secured Debenture in consideration for a short term loan of $4 

million. 

Windsor is Not an Innocent Third Party Lender 

53. The principals of Windsor and Goldstein have long-standing business 

relations. 

54. Windsor knew, or with the exercise of reasonable diligence, would have 

known that: 
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(a) Goldstein and Rosy Mondin were directors of Hydrx in 

January of 2021; 

(b) the Cobra Buyout Transaction constituted a transaction 

involving a corporate opportunity of Hydrx; 

(c) this corporate opportunity was not disclosed to Hydrx by 

either Goldstein or Mondin, as required by common law and 

the CBCA. 

55. To my knowledge, Windsor did not request confirmation from Hydrx that 

it agreed to have the Hydrx Assets pledged as security for the loan to Cobra. 

56. Indeed, I would be surprised to learn that Windsor obtained the usual 

legal opinion from corporate counsel to Hydrx as to the authorization of the 

Windsor Loan Transaction and the enforceability of this transaction against Hydrx. 

It is my belief that Windsor was fully aware that, in the circumstances, such an 

opinion would never have been issued since there are profound questions as to the 

enforceability of the Windsor Loan Transaction given the failure by Goldstein to 

comply with his fiduciary obligations to Hydrx. 

57. It is wholly inequitable that Windsor be entitled to profit from the breach 

by Goldstein of his fiduciary obligations to Hydrx.  If the terms of the Windsor 

Loan Transaction grant Windsor a 10% indirect interest in the Aphria Secured 

21



- 22 - 

Debenture, this interest should be voided as the same is in direct consequence of a 

transaction that should not have been consummated. 

No Board Approval Sought By Goldstein 

58. At the time of the Windsor Loan Transaction, Goldstein was a director of 

Hydrx.  He did not inform me of: 

(a) the Windsor Loan Transaction;  

(b) the Cobra Buyout Transaction; or,  

(c) the Rydan Loan Transaction. 

(collectively, the “Material Transactions”). 

 

59. Needless to say, no meeting of the board of directors of Hydrx was 

requested by Goldstein to consider the Material Transactions and neither Hydrx nor 

its shareholders were afforded an opportunity to comment on, participate in or 

approve these Material Transactions.  

60. In short, these Material Transactions allowed Goldstein to significantly 

increase his ownership interest in Cobra and thereby the Aphria Secured Debenture 

at a time when he was a director of Hydrx.  As collateral security for these Material 
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Transactions, Goldstein caused Cobra to pledge the Hydrx Assets without any 

discussion with, disclosure to or the approval of the Hydrx board or its shareholders.  

Goldstein Usurps Opportunity  

61. Had there been full and proper disclosure to the Hydrx board, Hydrx and 

its shareholders would have been provided with an opportunity to participate in the 

transaction that permitted Goldstein to complete the Aphria Transaction.  

Specifically, Hydrx, or an affiliated entity, could have participated in the acquisition 

of the Aphria Secured Debenture and thereafter implemented a version of the July 

Plan that would have eliminated the Aphria debt by converting this debt into equity 

in Hydrx and thereby allowing Hydrx to restructure its balance sheet. 

62. A term sheet for a sale and leaseback transaction was under discussion 

around the time of the Windsor Loan Transaction.  The term sheet was included as 

an exhibit to my first affidavit in support of the Initial Order under the CCAA 

Proceedings and the term sheet is under seal pursuant to the Order of the 

Honourable Justice Hainey.  Simply put, financing was available to permit Hydrx 

to essentially buyback the Aphria Secured Debenture, convert it into equity and 

implement the spirit of the July Plan. 

63. I am also confident that Hydrx could have quickly raised at least $2 

million of additional financing from shareholders.  Indeed, the implementation of 
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the July Plan already contemplated equity injections from various existing 

shareholders of Hydrx, including myself, Heinz Prachter, Rob Marzili and Casper 

Bych.  It was also understood that once a business plan had been finalized, an 

organization document and cash flow forecast prepared, all of the existing 

shareholders of Hydrx would be given an opportunity to participate in the equity 

raise. 

64. Indeed, I have an undrawn personal line of credit in the amount of $5 

million that was available at the time of the Cobra Buyback Transaction and the 

Windsor Loan Transaction which I would have utilized for the benefit of Hydrx. 

65. If the Material Loan Transaction had been properly disclosed and 

presented to Hydrx, I fervently believe that Hydrx would now be a stable entity with 

a restructured balance sheet and shareholding structure free from the Aphria debt 

burden.  Instead, Goldstein usurped that opportunity for his personal benefit and 

without any consideration being given to the best interests of Hydrx.  

66. The Cobra Buyout Transaction, Rydan Loan Transaction and the 

Windsor Loan Transaction were each designed to solely benefit Goldstein and 

Cobra at a time when Goldstein had a clear fiduciary duty to Hydrx.  These Material 

Transactions were also undertaken at a time when Goldstein represented to me that 

he was working in good faith to implement the July Plan. 
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The Press Releases

67. I have reviewed Goldstein’s affidavits in these CCAA proceedings.  In 

response to statements in my affidavits that Goldstein did not make proper 

disclosure of the transactions to the Hydrx board of directors, he states: 

Mr. Serafino’s claim that Cobra did not disclose its acquisition of the 

Aphria Secured Debenture (as defined at paragraph 28 of the Serafino 

Affidavit) when the assignment agreement was signed on July 28, 2020 

until October 2020 is completely incorrect. 

On July 29, 2020, World Class Extractions Inc. (then the 50% owner of 

Cobra issued a press release (the “July Press Release”) that confirmed 

that Cobra had entered into an agreement to acquire the Aphria 

Secured Debenture… 

The assignment did not close until the beginning of October 2020 at 

which point the further press release referred to at paragraph 73 of the 

Serafino Affidavit was issued and the assignment registrations were 

affected. 
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Likewise, Mr. Serafino’s allegations that I did not disclose my interest 

in Cobra during that time is also false.  To the contrary, the July Press 

Release expressly disclosed my interest in Cobra. 

68. It is important to note that Goldstein does not say that he disclosed the 

Aphria Transaction or his ownership interest in Cobra to the Hydrx board of 

directors.  It is only in his third affidavit, sworn April 23, 2021, that Goldstein says: 

I personally informed Serafino of the pending transaction [i.e. the Aphria 

assignment] no later than July 24, 2020.  

This is a false statement.  I was not informed by Goldstein of the Aphria Transaction. 

69. On reading Mr. Goldstein’s Affidavit, he appears to rely upon a letter 

dated July 30, 2020 marked “Urgent” from Har Grover, then CEO of Hydrx, to 

Mondin (CEO of WCE) which has a “cc The Hydrx Farms Ltd. Board of Directors”.  

I do not know who was actually cc’d with this letter but it certainly did not get sent 

to me (the “Grover Letter”).  A copy of the Grover Letter is marked and attached 

as Exhibit “K”. 

70. It is important to note that the substance of the Grover Letter is that 

“Hydrx first learned that the [Aphria] Transaction had been inked at the same time 

as the general public did, via issuance of the Press Release.  Hydrx has no 
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information in respect of the Transaction… WCE has declined to discuss with 

Hydrx what WCE’s go-forward intentions are in respect of the Debenture”.  The 

Grover Letter states that “Hydrx is not a party to the Transaction and both WCE 

and Aphria have, to date, declined to apprise Hydrx management and the Hydrx 

Board of Directors of the terms of the Transaction.” 

71. I do not know what discussion may have occurred between Har Grover 

or other members of the management team and WCE but I was certainly not 

apprised of this transaction and no meeting of the Board was called to consider the 

same. 

Goldstein Says that Cobra’s Financial Arrangements are Irrelevant  

72. Goldstein goes on to say in his affidavit that Cobra’s financial 

arrangements are “irrelevant” to Hydrx even though he admits that: 

In the end, as noted, all that Cobra has done is grant its (ie. Cobra’s) lenders 

a security interest in its assets, including its security over HydRx, all of which 

is completely appropriate.”  

73. Goldstein’s statement in his affidavit before this Honourable Court is 

indicative of his attitude and approach to these Material Transactions and his 
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disregard for his fiduciary duties as director of Hydrx: Goldstein gets to do what he 

wants, when he wants, and everyone and everything else is “irrelevant”.  

74. Goldstein’s position appears to be that the July 29, 2020 and the October 

1, 2020 press releases by WCE (as then co-owner of Cobra) provide proper and 

complete disclosure to the Hydrx board as these press releases include a reference 

to the assignment of the Aphria Secured Debenture to Cobra and Goldstein’s 

ownership interest in Cobra. 

75. To be clear, the July Press Release was not brought to my attention until 

after the commencement of the CCAA proceedings. 

76. Indeed, by their very nature, press releases are after the fact events.  Press 

releases issued by a third party respecting transactions not discussed or approved 

by Hydrx’s board and that were not formally brought to the attention of the Hydrx 

board, or entered in the minutes of a board meeting after approval, do not constitute 

sufficient disclosure of anything. 
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Cobra Makes Demand for Payment from Hydrx

77. On January 27, 2021, three months after becoming a director of Hydrx, 

Goldstein directed Cobra to make demand on Hydrx for repayment of the alleged 

debt owing to it under the Aphria Secured Debenture. 

78. On January 29, 2021, Goldstein wrote to me, in part as follows:  

We have already spoken to Health Canada and it is clear that Hydrx can’t 
transfer its Licenses.  The only way not to lose the Licenses is a Plan of 
Arrangement which we all believe is untenable.  Even the CCAA RVO process 
to preserve the licenses for a buyer would have flushed all creditors…As well, 
how could the Company fund the cost and time to maintain the facility while 
all these efforts take place? How long and at what cost? I am the only one 
that is cutting cheques and I am not prepared to continue doing that without 
a realistic positive outcome.  Putting more money is just throwing more of my 
limited capital down the drain…At the end of the day, I do not see how there 
is value beyond Cobra’s $14mm of debt and I am not prepared to continue to 
fund losses to no end.  At this point, there is simply risk and uncertainty in 
continuing without any realistic prospect of recovery and we need to wind up 
the existing business which is no longer viable in its current form and 
monetize the assets and business going forward. 

Attached hereto and marked as Exhibit “L” is a copy of the email.  

79. Over the course of the next several weeks, I engaged in a protracted back and 

forth with Goldstein and various of his surrogates, including Hamish Sutherland and 

Barry Polisuk, in an attempt to structure a transaction that would salvage Hydrx and 

still give Goldstein enough return on his investment to embrace a going forward plan 

that would allow Hydrx avoid an insolvency process. 
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80. Various proposals were discussed but it always felt that I was chasing 

Goldstein to respond or offer alternatives when my suggestions were rejected. 

81. Ultimately, it became clear that Goldstein was not truly serious about 

concluding a collaborative arrangement in the spirit of the July Plan. 

82. By early March of 2021, I had exhausted any hope of arriving at a reasonable 

collaborative arrangement.  As a consequence, I attempted to negotiate a solution 

that would result in Cobra being paid for its actual dollars incurred to purchase the 

Aphria Secured Debenture, plus a premium and to also provide rent free use of the 

Production Facility for one year with discounted rent thereafter.  These efforts were 

rejected by Goldstein who responded by saying that he had conversed with “several 

of the Cobra shareholders and we are going to pass on this offer”.   

83. It was clear that Goldstein was determined to take the Hydrx Assets and its 

business for himself. 

Goldstein Acknowledges His Conflict of Interest 

84. By email to me dated February 21, 2021, Goldstein wrote to me, in part, as 

follows: 

Let me start by saying that the arrangement between Cobra, Windsor, and 
any other of Cobra’s sources of funding is none of your business. The area 
you really ought to focus on is the accumulating debt of the company for which 
you are a fiduciary by virtue of your being a Director… 
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If I may summarize the current situation as my legal team sees it, the 
shareholders of Hydrx have essentially lost their entire investment – including 
me, as a private investor in earlier rounds.  The same applies to all of the 
creditors and employees.  There is essentially no bargaining position for any 
unsecured creditor including the lawsuits and the Termination fees. Our 
recent conversations were based on the investors of Cobra finding the right 
balance between recognizing their risk when it acquired the debt.  Any 
opportunity discussed had been offered on a purely gratuitous basis in the 
spirit of getting something to the existing shareholders while obviously 
preserving the licenses and the tax losses… 
Cobra is the secured creditor, period.  We purchased Aphria’s debt and 
security and we are entitled to all of the rights thereunder, based on the face 
value of the debt, and the accrued interest, funding and working capital. 
 
I find myself increasingly aware of the potential conflicts of interest and am 
discussing with my lawyers and Health Canada the prospect of resigning as 
soon as practical, likely within the next 14 days, to take effect within 30 
days.. 
 
In the absence of any commitments for working capital for HydRx from you, 
your proposed investor group or any other interested party, Cobra has 
reached its end in terms of funding the working capital needs of HydRx. 
 
We believe that a CCAA proposal to the courts funded by Hydrx or some 
other 3rd party group makes the most sense to find a way to help 
shareholders participate in the future of the company, and I am looking to 
you, in the next 10 days, to jointly sign the required documentation to move 
this forward. 
 
In the absence of a CCAA proposal, Cobra is prepared to install a receiver 
commencing immediately thereafter. [Emphasis Added] 
 
Attached hereto and marked as Exhibit “M” is a copy of the email. 

Goldstein Tries to Transfer Hydrx License to Cobra  

31



- 32 - 

85. On January 21, 2021, Hemans (a Cobra contractor) and former 

designated Responsible Person for Hydrx, wrote to Health Canada in which he asks:  

“Cobra has proposed a transfer of the secured assets of Hydrx as settlement 
of its secured loans to Cobra through a Court-approved sale process….” 

“we kindly request that Health Canada provide us with guidance on how the 
current license of Hydrx can be transferred to Cobra Ventures (preferred 
option as this would help avoid further business disruptions) or an indication 
of how long a new license application would take to process given that the 
facility and operations (key positions, SOPs, GPPs, etc.) would remain 
predominantly the same as what has already been approved by Health 
Canada….”.  [Emphasis added] 

A copy of the email is attached hereto as Exhibit “N”. 

86. At all times, it appears that Goldstein was not acting in good faith and 

honestly toward a solution that would benefit Hydrx, despite his claims to me to the 

contrary and despite his role as a director of Hydrx.   

87. I continued to press Goldstein for evidence that he was taking steps to 

implement the July Plan.  On February 21, 2021, as a follow up to Goldstein’s email 

to me which I reference in paragraph 64 above, Hamish Sutherland (Goldstein’s 

key cannabis consultant), sent an email to Goldstein, and, included me as a cc (I 

suspect inadvertently), which reads, in part, as follows: 

“He [Dom] has a number of days to ponder his next steps … And, if Dom gets 

in the way, throw it all at him” 
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The February 21, 2021 is attached hereto as Exhibit “O”. 

Goldstein Attempts to Jeopardize Hydrx’s Excise Tax License 

88. While a director of Hydrx, Goldstein attempted to jeopardize the Hydrx 

Excise Tax License.  

89. In order for Hydrx to be able to sell cannabis products, it must maintain 

an Excise Tax License.  That license was set to expire on April 17, 2021 and the 

deadline to submit a renewal application was March 16, 2021.  I am informed by 

Roula Sotirakos, the then compliance consultant for Cobra, and do believe, that 

Goldstein instructed her not file the requisite renewal application. 

90. Fortunately, I became aware of Goldstein’s intentions and was able to file 

the requisite renewal application, arrange for payment of the overdue fees in the 

amount of approximately $28,000 and thereby maintain the license for the benefit 

of Hydrx.  Had Hydrx lost this license, it would not now be in a position to operate 

– which appears to have been Goldstein’s intention, as evidenced by his opposition 

to restarting business operations at the March 30th motion. 

CCAA Proceedings 

91. At the time of the commencement of the CCAA proceedings, Goldstein 

and I were the only directors of Hydrx.  As a result of Goldstein’s position of 

33



- 34 - 

conflict between his fiduciary obligations as a director of Hydrx and his role as CEO 

and majority owner of Cobra, it was necessary for me to bring the CCAA 

proceedings as an “interested person” due to a deadlocked board of directors.   

92. The CCAA application was brought on an urgent and without notice 

basis.  Having become aware of Goldstein’s efforts to transfer the Hydrx cannabis 

licenses to Cobra and his intentional refusal to renew the excise tax license, I was 

concerned that any delay in obtaining protection for Hydrx may result in the loss of 

the cannabis licenses which would make it impossible for Hydrx to effect a 

successful restructuring of its financial affairs on any basis. 

93. As a director of Hydrx, Goldstein swore affidavits on behalf of Cobra 

within the CCAA proceedings, including an affidavit opposing the restart of 

Hydrx’s business operations and support for a motion seeking a declaration of the 

indebtedness owing by Hydrx to Cobra and Cobra’s entitlement to credit bid in the 

Court-approved SISP.  Each of Goldstein’s affidavits has been for the purpose of 

protecting Cobra’s, and only Cobra’s, interest and position. 

94. At a time when Goldstein was still a director of Hydrx, he stated in his 

affidavit, in part, as follows: 

I am willing to voluntarily resign as a director of HydRx, as well as resign 

from my position of alternate RPIC for HydRx.  That is however subject to 
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two conditions which are not for my personal benefit, but for the benefit and 

protection of HydRx and Cobra as the secured creditor of HydRx. (Emphasis 

Added) 

95. In my view, there can be no clearer statement or evidence of Goldstein’s 

divided loyalty.  And yet, he still refused to resign and it took a special meeting of 

the shareholders of Hydrx to remove him as a director. 

Goldstein’s Position on Indebtedness Owing to Cobra  

96. I note that Goldstein states in his affidavit that the quantum of Cobra’s 

secured indebtedness as at March 31, 2021, is $14,837,014.04, comprised of the 

following: 

Outstanding principal  $11,500,000 
Accrued interest   $2,532,014 
Legal Fees     $192,797.66 
Hydrx Expenses   $612,202.38 

 
 
97. I am not in a position to verify the accuracy of these figures but I do 

understand that it was WCE and not Cobra that advanced the bulk, if not all, of the 

above-referenced “Hydrx Expenses”. 

Shareholders’ Meeting  
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98. On April 28, 2021, a Special Meeting of Shareholders was held and 

Goldstein was removed as a director of Hydrx by approximately 83% of voting 

shareholders.  As a face saving exercise, Goldstein subsequently tendered his 

resignation on April 30, 2021, in escrow pending issuance of the Order appointing 

the CRO and approving the SISP. 

Credit Bidding 

99. Unlike Goldstein, it is my intention to restructure Hydrx through a plan 

of arrangement.  This will be possible if the court accepts my position that the 

entitlement of Cobra/Goldstein should be limited to a maximum of actual dollars 

expended to acquire the Aphria Secured Debenture and any additional advances 

proven to have been made by Cobra to Hydrx. 

100. If, for whatever reason, the SISP is considered necessary, I am firmly of 

the view that Cobra should not be permitted to credit bid any of the indebtedness 

which is determined to be owing to it. 

101. Goldstein has made it abundantly clear that it is his intention to take the 

Hydrx Assets and its business for his own and he intends to acquire the same for 

the $5 million purchase price Cobra paid under the Aphria Transaction.  Should 
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Goldstein be permitted to credit bid any or all of the indebtedness found owing to 

Cobra, such a result will only serve to reward the breach of his fiduciary duties as 

a director of Hydrx and encourage others to follow suit in order to gain a 

competitive advantage. 

102. It is my fervent hope that the Court will exercise its discretion and refuse 

Cobra the ability to credit bid any indebtedness that may be found as owing to it 

should a SISP process occur. 

Conclusion 

103. Given Goldstein’s breaches and high-handed conduct, I am asking this 

Honourable Court that, at a minimum, Goldstein/Cobra should not receive any 

profit from its acquisition of the Aphria Secured Debenture.  Instead, the recovery 

should be, at its highest, limited to the amount of actual dollars expended to acquire 

the Aphria Secured Debenture and any additional advances proven to have been 

made by Cobra to Hydrx.  More properly, I believe it to be equitable and thoroughly 

justified for the court to set aside the Aphria Secured Debenture in its entirety or 
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reduce Goldstein’s indirect right to recover thereunder to an amount materially less 

than the $5 million acquisition cost to Cobra.

104. It was material for Hydrx to know that its assets were being pledged by 

Cobra/Goldstein.  In the event that there was a default by Cobra, the lenders would 

then be in a position to enforce on their security, i.e. the Hydrx Assets.  Despite 

Goldstein’s position that this is “irrelevant”, it is not only relevant but material for 

Hydrx to know and be given an opportunity to approve these Material Transactions.  

At all materials times, Goldstein has put his interest and the interest of Cobra ahead 

of the interests of Hydrx.  

105. Goldstein had a choice.  He did not have to be a director of Hydrx.  

However, from the moment he chose to become a director, he agreed to assume the 

higher fiduciary duties of disclosure and accountability that occasion the 

directorship of a corporation.  He has breached his duty of loyalty to Hydrx by 

failing to make all decisions solely in the best interests of Hydrx.  His self-interest 

and divided loyalty is abundantly clear in his actions to date and neither he nor 

Cobra should be permitted to profit from such flagrant breaches of the fiduciary 

duties that Goldstein freely chose to accept when he became a director. 
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106. This Affidavit is administered in accordance with O. Reg. 431/20: 

Administering Oath or Declaration Remotely:  

Location of Commissioner administering the Affidavit: Vaughan, ON, 
 Canada 

Location of Affiant of the Affidavit at the time of administration: Toronto, 
ON, Canada 

SWORN BEFORE ME in the ) 
City of Vaughan, in the Province ) 
of Ontario, this 20th day of ) 
May, 2021 ) 
  ) 

 )        
         DOMENICO SERAFINO 

A Commissioner, etc.  
Commissioned by Video Conference 
Sepideh Nassabi (LSO# 60139B)
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This is Exhibit “A” referred to 

in the Affidavit of 

Domenico Serafino  

Sworn this 20th

day of May, 2021. 

  

A Commissioner for Taking Affidavits 

 

40



41



42



43



44



45



46



47



48



49



50



51



52



53



54



55



56



57



58



59



60



61



62



63



64



65



66



67



68



69



70



71



72



73



74



75



76



77



78



79



80



81



82



83



84



85



86



87



88



89



90



91



92



This is Exhibit “B ” referred to

in the Affidavit of  

Domenico Serafino

Sworn this 20th  

day of May, 2021. 

  

   A Commissioner for Taking Affidavits
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This is Exhibit “C” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “D” referred to

in the Affidavit of  

Domenico Serafino

Sworn this 20th  

day of May, 2021. 

  

   A Commissioner for Taking Affidavits
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This is Exhibit “E” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “F” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “G” referred to

in the Affidavit of  

Domenico Serafino

Sworn this 20th  

day of May, 2021. 

  

   A Commissioner for Taking Affidavits
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This is Exhibit “H” referred to

in the Affidavit of  

Domenico Serafino

Sworn this 20th  

day of May, 2021. 

  

   A Commissioner for Taking Affidavits
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This is Exhibit “I” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th  

day of May, 2021. 

  

   A Commissioner for Taking Affidavits 
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This is Exhibit “J” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “K” referred to

in the Affidavit of  

Domenico Serafino

Sworn this 20th  

day of May, 2021. 

  

   A Commissioner for Taking Affidavits
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This is Exhibit “L” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “M” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of  May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “N” referred to

in the Affidavit of  

Domenico Serafino

Sworn this 20th  

day of  May, 2021. 

  

   A Commissioner for Taking Affidavits
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This is Exhibit “O” referred to 

in the Affidavit of 

Domenico Serafino 

Sworn this 20th

day of  May, 2021. 

  

A Commissioner for Taking Affidavits 
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TAB 2 



Court File No. CV-21-00659187-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c. C-36, AS AMENDED 

AND DOMENICO SERAFINO AS A PERSON INTERESTED IN THE MATTER 
OF A PLAN OF COMPROMISE OR ARRANGEMENT OF HYDRX FARMS 

LTD., CANNSCIENCE INNOVATIONS INC. AND SCIENTUS PHARMA 
INC.  

AFFIDAVIT OF LEO CHAMBERLAND 
(SWORN MAY 20, 2021) 

I, LEO CHAMBERLAND, of the City of Vancouver, in the Province of British 

Columbia, MAKE OATH AND SAY:  

1. I am the President of World-Class Extractions Inc. (“WCE”).

2. My colleague Rosy Mondin is a director and Chief Executive Officer of

WCE and from October 23, 2020 to January of 2021, she served as a director of 

Hydrx Farms Ltd. (“Hydrx”) together with Richard Goldstein (“Goldstein”) and 

Dom Serafino (“Serafino”). 

3. Goldstein is an indirect shareholder of WCE.
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4. In or about June 2020, Goldstein informed me of the opportunity to 

acquire the indebtedness owing by Hydrx to Aphria and the security held in support 

of this indebtedness at a significant discount to its face value (the “Aphria 

Debenture”).  It is my understanding from Goldstein that he was informed of this 

opportunity by his friend and neighbor Philip Hemens who was, at that time, a 

senior officer of Hydrx. 

5. WCE is a public offering company and is in the business, inter alia, of 

developing and deploying technologies for precision extraction of cannabinoids. 

6. Hydrx was of interest to WCE because Hydrx has a number of assets that 

could be synergistically deployed with WCE assets.  In particular Hydrx has large-

scale Class 1 Division2 compliant space for the extraction of cannabinoids and all 

licenses required under the Cannabis Act (Canada) permitting such activities. 

7. WCE became interested in the opportunity to acquire the Aphria 

Debenture as means of pursuing the synergistic exploitation of WCE’s business and 

the Hydrx assets. 

8. Mondin and I developed a plan to pursue this opportunity. Goldstein 

agreed with our plan. 

173



- 3 - 

 

9. In July of 2020, Goldstein, Mondin and I presented that plan to Serafino 

who attended the meeting as an independent member of the Hydrx board of 

directors. 

10. The essential elements of this plan, referred to in the Serafino affidavit 

as the “July Plan” may be summarized as follows: 

(a) A company equally owned by WCE and Goldstein sourced 

investors (which would ultimately be Cobra Ventures Inc. 

(“Cobra”) would acquire the Aphria Debenture for 

approximately $5 million; 

(b) Goldstein, through his company First Republic Capital 

Corporation (an Exempt Market Dealer registered with the 

Ontario Securities Commission) would raise equity capital 

(approximately $6 million) to invest in common share equity 

in Hydrx to be used as operating capital;  

(c) The Aphria Debenture would be converted into common 

share equity in Hydrx; 
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(d) The current shareholders of Hydrx would continue to own a 

significant shareholding interest in Hydrx (at a minimum 

30%). 

11. The July Plan had two compelling commercial advantages, namely: 

(a) It encouraged cooperation of the independent director 

(Serafino) and the shareholders of Hydrx as the shareholders 

of Hydrx would be assured of a significant continuing 

shareholding interest in Hydrx; and 

(b) All of the licenses of Hydrx under the Cannabis Act would 

be preserved which could not likely be accomplished in a 

Hydrx bankruptcy proceeding. 

12. It was not our intention, in July 2020, or at any time thereafter, to exercise 

creditor remedies under the Aphria Debenture with a view to profiting from the sale 

of Hydrx assets secured by the Aphria Debenture. It was on this fundamental basis 

that WCE and the Goldstein interests caused Cobra to acquire the Aphria Debenture 

for $5 million. 

13. Cobra fully acquired the Aphria Debenture on or about October 2, 2020. 
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14. Goldstein and Mondin requested to become directors and were appointed 

directors of Hydrx on or about October 23, 2020. The principal objective of 

Goldstein and Mondin becoming directors of Hydrx, as explained to Serafino, was 

to better pursue the objectives of the July Plan. 

15. Mondin and I are aware of the obligations under the CBCA and the Hydrx 

corporate Bylaws to disclose conflicts that directors may have arising from direct 

or indirect contractual relations with a company if those directors intend to profit 

from that contractual relationship. Mondin and I felt no obligation for Mondin to 

make that required disclosure to Hydrx because, at no time did WCE ever intend to 

profit from its ownership interest in the Aphria Debenture at the expense of Hydrx, 

its shareholders or other stakeholders. In October, 2020 and up until December 14, 

2020, we assumed that Goldstein shared this view. At no time prior to becoming a 

director of Hydrx, did Goldstein ever suggest to us that he intended to profit from 

his ownership interest in the Aphria Debenture at the expense of Hydrx, its 

shareholders or other stakeholders. 

16. During November and December of 2020, WCE and Goldstein were 

unable to agree on implementation of the July Plan.  In fact, Goldstein began to 

table the possibility of pursuing creditor remedies against Hydrx (primarily 

bankruptcy) under the Aphria Debenture.  He also wanted to file a Notice of 
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Cessation of Operations with Health Canada and apply for a “secondary site 

license” for Canntab Therapeutics Limited, a Cannabis Act License Holder, which 

was co-founded by Goldstein and for which he acts as CFO. 

17. This led to an impasse which eventually resulted in WCE selling its 50% 

interest in Cobra to Goldstein in January of 2021 and Mondin’s resignation from 

the Hydrx board. 

18. During the period October of 2020 through to January of 2021, WCE 

advanced approximately $350,000 to Hydrx to cover payments that were necessary 

to maintain regulatory compliance and to “keep the lights on”.  Details of these 

advances have been provided to the court-appointed Monitor in the CCAA 

proceedings.  To date, WCE has not received payment of these amounts from any 

of Cobra, Goldstein or Hydrx. 

19. I make this Affidavit in furtherance of the Court ordered Cobra claims 

process and for no other improper purpose.  

This Affidavit is administered in accordance with O. Reg. 431/20: 
Administering Oath or Declaration Remotely: Location of Commissioner 
administering the Affidavit: Vaughan, ON, Canada 

Location of Affiant of the Affidavit at the time of administration: Vancouver, 
BC, Canada 
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SWORN BEFORE ME in the ) 
City of Vaughan, in the Province ) 
of Ontario, this 20th day of )
May, 2021 ) 
  ) 
  ) 

)
LEO CHAMBERLAND

A Commissioner, etc.  
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Court File No. CV-21-00659187-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c. C-36, AS AMENDED 

AND DOMENICO SERAFINO AS A PERSON INTERESTED IN THE MATTER 
OF A PLAN OF COMPROMISE OR ARRANGEMENT OF HYDRX FARMS 

LTD., CANNSCIENCE INNOVATIONS INC. AND SCIENTUS PHARMA 
INC.  

AFFIDAVIT OF ROULA J. SOTIRAKOS 
(SWORN MAY 21, 2021) 

I, ROULA J. SOTIRAKOS, of the City of Toronto, in the Province of Ontario, 

MAKE OATH AND SAY:  

1. I am a licenced paralegal who specializes in conducting corporate due

diligence on behalf of companies, with an emphasis on companies that operate in 

the cannabis industry.  I also provide such companies with advice on regulatory 

compliance matters and corporate governance. 

2. Between July and September of 2020, World-Class Extractions Inc.

(“WCE”) had tasked me with the responsibility of handling due diligence for the 

eventual acquisition by Cobra Ventures Inc. (“Cobra”) of a secured debenture 
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between Hydrx Farms Ltd. (“Hydrx”), as borrower, and Aphria Ltd., as secured 

creditor (the “Aphria Secured Debenture”). 

3. After the acquisition by Cobra of the Aphria Secured Debenture, between 

October 1, 2020 and March 5, 2021, I was a contracted consultant for Cobra and 

charged with the responsibility, among other things, of providing guidance on 

regulatory compliance matters respecting Hydrx and assisting in the general 

operations of the company, and, as such, I have personal knowledge of the matters 

deposed to herein. 

4. In essence, my mandate for Cobra was to identify and take steps to 

eliminate any risks to the compliant status of Hydrx under cannabis legislation and, 

more generally, identify and address any risks to the Hydrx assets and business 

operations.  

5. I reported directly to Richard Goldstein (“Goldstein”), the President and 

majority owner of Cobra and Leo Chamberland, the President of WCE.  To ensure 

that I could fulfil my mandate, all staff reported directly to me, including Thomas 

Jefferd (the Head of Security), Carol-Ann Scott (Quality Assurance), Alex Massis 

(former Director of Finance), Philip Hemans (Responsible Person and former COO) 

and Melanie Pringle (Order Fulfillment/Customer Service). 
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(a) Cannabis Excise Tax Licence

6. In or about January 16, 2021, Hydrx received a notice from Canada 

Revenue Agency (“CRA”) advising of arrears owing under the Cannabis Excise 

Tax program in the approximate amount of $28,000 (the “Tax Arrears”).  Attached 

hereto and marked as Exhibit “A” is a copy of the notice. 

7. In a subsequent letter dated January 20, 2021, the CRA reminded Hydrx 

that its Excise Tax license (the “Excise License”) would expire on April 16, 2021, 

unless Hydrx completed the required renewal application and submitted the same 

by March 16, 2021.  Attached hereto and marked as Exhibit “B” is a copy of this 

letter.  

8. The Excise License is required in order to permit the sale of cannabis 

products. 

9. I was extremely concerned that Hydrx would lose its ability to sell 

cannabis products as a result of the lapse of the Excise License. 

10. I brought both the Tax Arrears and the imminent deadline for the Excise 

License renewal to the attention of Goldstein both verbally and in writing.  In fact, 

I reminded him on several occasions, to the point where I suspect that I was 

irritating him. 

182



- 4 - 

 

11. It was very disconcerting to me when, in late February of 2021, I was 

directed by Goldstein to ignore both the Tax Arrears and the Excise License 

renewal.  He had initially advised me that he would take care of the Tax Arrears.  

However, in following up with the account manager at CRA it became evident that 

this had not been done.  Goldstein’s responses to my follow-up enquiries were not 

answers to my questions but were more in the nature of deferrals and deflections.  I 

got the distinct impression that he simply did not care. 

12. Given the seriousness of the consequences of not renewing the Excise 

License, I pressed Goldstein for an explanation.  I sent several emails in order to 

document my follow ups.  In late February, 2021, I was informed by Goldstein that 

my mandate, which had been that of ensuring that the assets and licenses of Hydrx 

were not impaired, no longer aligned with his objectives.  He made it clear that he 

was not interested in my efforts to safeguard the operating licenses of Hydrx.  He 

did not give an explanation as to why this was the case and it left me very perplexed.  

(b) The Hydrx Website 

13. Although Hydrx did not conduct production operations during my tenure, 

it did continue to sell medicinal cannabis to its available roster of several hundred 
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patients from the existing inventory. I understand that the bulk of these sales were 

processed through the Hydrx website. 

14. Hydrx used its website as both a marketing device and as an onboarding 

vehicle and interface portal for its patients.  The website was essential to ensuring 

patients were serviced.  The medical cannabis was a Hydrx branded product called 

“Medisenol”. 

15. In January of 2021, I was informed by Phouse Productions, the contractor 

responsible for maintaining the Hydrx website that going forward, it would no longer 

be able to provide this service.”  After much back and forth, I negotiated an extension 

until the end of March 2021. 

16. To avoid a continued dependence upon third party vendors, I engaged the 

services of a web platform developer to re-design the Hydrx website with “word 

press”.  Word press is a commercial service that allows a customer to develop a 

website and to maintain full control over the same.  Goldstein and Eric Malinski 

(“Malinski”), his marketing director at Canntab Therapeutics Limited (“Canntab”), 

recommended the web developer to me as it was the same person that Canntab used 

and they were hoping for a good price based on this pre-existing relationship. 

17. In late February of 2021, Goldstein instructed me to stop working on the 

website development project.  Understanding how critical the project was to serving 
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the cannabis needs of Hydrx’s patients, I reminded Goldstein that the current vendor 

was no longer going to be able to support the website and it would soon become 

non-functional. 

18. I was very concerned that the website would go dark with little or no 

notice and without an adequate replacement being in place.  I brought these concerns 

to Goldstein both verbally and in writing stressing the importance of the website. 

19. After several follow-up attempts, Goldstein and Malinski contacted me 

in late February of 2021 saying that Hydrx no longer needed to have an operational 

website as Goldstein intended to remove Medisenol as a brand of Hydrx and 

discontinue sales of medicinal cannabis. 

20. I did not understand why Goldstein wanted to stop the only source of sales 

during the shutdown period.  I pressed him for a copy of the business plan so that I 

could better understand the new strategy and adjust my approach accordingly.  I was 

initially told that I would receive it shortly but despite several follow-up requests 

over the next couple of weeks I never did receive a copy of the business plan. 

21. My engagement with Cobra was terminated shortly after this time as I 

was precluded from continuing the mandate I had been hired to fulfill. Given the 

deteriorating nature of my interactions with Goldstein and his complete lack of 
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transparency on why he was making the decisions he was making for Hydrx, this 

result was expected. 

22. I make this Affidavit in furtherance of the Court ordered Cobra claims 

process and for no other improper purpose.  

This Affidavit is administered in accordance with O. Reg. 431/20: 
Administering Oath or Declaration Remotely: Location of Commissioner 
administering the Affidavit: Vaughan, ON, Canada 

Location of Affiant of the Affidavit at the time of administration: Toronto, 
Ontario, Canada 

SWORN BEFORE ME in the ) 
City of Vaughan, in the Province ) 
of Ontario, this 21st day of ) 
May, 2021 ) 
  ) 
  ) 

 )        
         ROULA J. SOTIRAKOS 

A Commissioner, etc.  
Sepideh Nassabi (LSO #60139B) 
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This is Exhibit “A” referred to 

in the Affidavit of 

Roula J. Sotirakos 

Sworn this 21st

day of May, 2021. 

  

A Commissioner for Taking Affidavits 
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This is Exhibit “B ” referred to

in the Affidavit of  

Roula J. Sotirakos

Sworn this 21st  

day of May, 2021. 

   A Commissioner for Taking Affidavits
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED 
 
AND DOMENICO SERAFINO AS A PERSON INTERESTED IN THE MATTER OF A PLAN OF COMPROMISE OR 
ARRANGEMENT OF HYDRX FARMS LTD., CANNSCIENCE INNOVATIONS INC. AND SCIENTUS PHARMA INC. 

 
     Court File No. CV-21-00659187-00CL 

 
  

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 COMMERCIAL LIST  
 

Proceeding commenced at TORONTO 
  
  

RESPONDING MOTION RECORD  
OF THE APPLICANT  

(returnable June 30, 2021) 
 

  MINDEN GROSS LLP 
 145 King Street West, Suite 2200 
 Toronto ON  M5H 4G2 
 
 Raymond M. Slattery (LSO #20479L) 
 Tel:  416-369-4149  
 rslattery@mindengross.com 
 
    Sepideh Nassabi (LSO #60139B) 
 Tel:  416-369-4323 
 snassabi@mindengross.com  
 

Lawyers for the Applicant 
 

mailto:rslattery@mindengross.com
mailto:snassabi@mindengross.com
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