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Information contained herein is subject to completion or amendment. A registration statement relating to these securities has been filed with the
United States Securities and Exchange Commission. These securities may not be sold nor may offers to buy be accepted prior to the time the registration
statement becomes effective. This prospectus shall not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these
securities in any state in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any
such state.
SUBJECT TO COMPLETION, DATED MARCH 21, 2018
PRELIMINARY SHORT FORM PROSPECTUS
NEW ISSUE
March 21, 2018

CRONOS GROUP INC.
$ ·
·

Common Shares

This short form prospectus (the "Prospectus") qualifies the distribution (the "Offering") of ·
at a price of $ · per Share (the "Offering Price").

Price: $ ·

common shares (the "Shares") of Cronos Group Inc. (the "Company," "Cronos," "us," "our," or "we")

per Share

The Company's common shares (the "Common Shares") are traded on the TSX Venture Exchange (the "TSXV") and on the NASDAQ Global Market (the "NASDAQ") under the symbol "CRON". On
March 20, 2018, the last trading day before the date of this Prospectus, the closing price of the Common Shares on the TSXV and on the NASDAQ was $10.66 and US$8.19 per Common Share, respectively.
The Company has applied to list the Shares on the TSXV and the NASDAQ. Listing of such Shares will be subject to the Company fulfilling all of the listing requirements of the TSXV and the NASDAQ, as
applicable. There can be no assurance that the Shares will be accepted for listing on the TSXV or the NASDAQ.
The Company is permitted, under a multi-jurisdictional disclosure system adopted by the United States and Canada, to prepare this Prospectus in accordance with the Canadian disclosure requirements,
which are different from those of the United States. The Company prepares its financial statements in accordance with Canadian generally accepted accounting principles applicable to publicly accountable
enterprises, which is within the framework of International Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards Board (the "IASB") incorporated into the Chartered
Professional Accountants (CPA) Handbook—Part 1, and they are subject to Canadian auditing and auditor independence standards. They may not be comparable to financial statements of United States
companies.
Owning the Shares may subject you to tax consequences both in the United States and in Canada. This Prospectus may not describe these tax consequences fully. See "Certain Canadian
Federal Income Tax Considerations" and "Certain U.S. Federal Income Tax Considerations for U.S. Persons".
NEITHER THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION (THE "SEC") NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR
DISAPPROVED OF THE OFFERED SECURITIES NOR PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENCE.
Investing in the Shares is speculative and involves significant risks. You should carefully review and evaluate the risk factors contained in this Prospectus and in the documents incorporated
by reference herein before purchasing the Shares. See "Forward-Looking Information" and "Risk Factors".
The enforcement by investors of civil liabilities under the United States federal securities laws may be affected adversely because the Company is organized under the laws of the Province of
Ontario. Most of the Company's directors and officers, and some of the experts named in this Prospectus, are residents of Canada or otherwise reside outside the United States, and a substantial
portion of their assets, and a substantial portion of the Company's assets, are located outside the United States. See "Enforceability of Civil Liabilities".

Price to the
Public(1)
$·
$·

Per Share
Total(4)

Underwriters'
Fee(2)
$·
$·

Net Proceeds to
the Company(3)
$·
$·

Notes:
(1)

The Offering Price was determined by arm's length negotiation between the Company and Lead Underwriter (as defined herein), on behalf of the Underwriters, with reference to the prevailing market
price of the Common Shares.

(2)

The Company has agreed to pay the Underwriters (as defined herein) a cash fee (the "Underwriters' Fee") equal to
raised on exercise of the Over-Allotment Option (as defined herein)). See "Plan of Distribution".

(3)

After deducting the Underwriters' Fee, but before deducting the expenses of the Offering (estimated to be approximately $ ·

(4)

The Underwriters have been granted an over-allotment option, exercisable, in whole or in part, from time to time, by the Lead Underwriter on behalf of the Underwriters, until the day that is 30 days
following the Closing Date (as defined herein), to purchase up to an additional · Shares (the "Over-Allotment Shares") at the Offering Price to cover the Underwriters' over-allocation position, if
any, and for market stabilization purposes (the "Over-Allotment Option"). If the Over-Allotment Option is exercised in full, the total "Price to the Public," "Underwriters' Fee" and "Net Proceeds to
the Company" will be $ · , $ · and $ · , respectively. This Prospectus qualifies the grant of the Over-Allotment Option and the distribution of the Over-Allotment Shares issuable upon
exercise of the Over-Allotment Option. A purchaser who acquires Over-Allotment Shares forming part of the Underwriters' over-allocation position acquires those Over-Allotment Shares under this
Prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. See "Plan of Distribution".

·

% of the gross proceeds from the Offering (including any gross proceeds
), which will be paid from the proceeds of the Offering.

The following table sets out the maximum number of Shares that the Company may issue pursuant to the Over-Allotment Option:

Underwriters' Position
Over-Allotment Option(1)

Maximum Number
of Securities
· Over-Allotment Shares

Exercise Period
Until the day that is 30 days

Exercise Price
$· per Over-Allotment Share

p

( )

following the Closing Date

Note:
(1)

This Prospectus qualifies the grant of the Over-Allotment Option and the distribution of all securities issuable thereunder. See "Plan of Distribution".

Unless the context otherwise requires, when used herein, all references to the "Offering" and "Shares" assumes the exercise of the Over-Allotment Option and includes the Over-Allotment Shares.
GMP Securities L.P. (the "Lead Underwriter"), as lead underwriter, and BMO Nesbitt Burns Inc. (collectively, with the Lead Underwriter, the "Underwriters"), as principals, conditionally offer the
Shares, subject to prior sale, if, as and when issued by the Company and delivered to and accepted by the Underwriters in accordance with the conditions contained in the Underwriting Agreement (as defined
herein) referred to under "Plan of Distribution" and subject to the approval of certain legal matters on behalf of the Company by Blake, Cassels & Graydon LLP and Paul, Weiss, Rifkind, Wharton &
Garrison LLP and on behalf of the Underwriters by Dentons Canada LLP and Shearman & Sterling LLP.
Subscriptions for the Shares will be received subject to rejection or allotment, in whole or in part, and the Underwriters reserve the right to close the subscription books at any time without notice.
Closing of the Offering is expected to take place on or about · , 2018, or such other date as may be agreed upon by the Company and the Underwriters, but in any event not later than 42 days after the date of
the receipt of the (final) short form prospectus (the "Closing Date"). In connection with the Offering, and subject to applicable laws, the Underwriters may over-allot or effect transactions that are intended to
stabilize or maintain the market price of the Common Shares at levels other than that which might otherwise prevail in the open market. Such transactions, if commenced, may be discontinued at any time. See
"Plan of Distribution". The Underwriters may offer the Shares at a lower price than stated above.
It is anticipated that the Shares will be delivered under the book-based system through CDS Clearing and Depository Services Inc. ("CDS") or its nominee and deposited in electronic form. A purchaser
of Shares will receive only a customer confirmation from the registered dealer from or through which the Shares are purchased and who is a CDS participant. CDS will record the CDS participants who hold
Shares on behalf of owners who have purchased Shares in accordance with the book-based system. No definitive certificates will be issued unless specifically requested or required. See "Plan of Distribution".
Certain of the Company's directors and officers reside outside of Canada and have appointed Cronos as their agent for service of process. Purchasers are advised that it may not be possible for investors
to enforce judgments obtained in Canada against any person who resides outside of Canada, even if the party has appointed an agent for service of process. See "Agent for Service of Process".
The Company's head office and registered office is located at 720 King Street West, Suite 320, Toronto, Ontario M5V 2T3.
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GENERAL MATTERS
Unless otherwise noted or the context indicates otherwise, the "Company", "Cronos", "we", "us" and "our" refer to Cronos Group Inc., its directly and
indirectly wholly-owned subsidiaries and, if applicable, its joint ventures and the term "marijuana" has the meaning given to the term "marihuana" in the Access
to Cannabis for Medical Purposes Regulations ("ACMPR").
An investor should rely only on the information contained or incorporated by reference in this Prospectus. Neither the Company nor the Underwriters has
authorized anyone to provide investors with additional or different information. The Company and the Underwriters are not making an offer to sell or seeking
offers to buy the Shares in any jurisdiction where the offer or sale is not permitted. Prospective purchasers should assume that the information appearing or
incorporated by reference in this Prospectus is accurate only as at the respective dates thereof, regardless of the time of delivery of the Prospectus or of any sale of
the Shares. The Company's business, financial condition, results of operations and prospects may have changed since that date.
All currency amounts in this Prospectus are stated in Canadian dollars, unless otherwise noted. All references to "dollars" or "$" are to Canadian dollars and
all references to "US$" are to United States dollars.

FORWARD-LOOKING INFORMATION
This Prospectus and the documents incorporated by reference herein contain certain information that may constitute forward-looking information and
forward-looking statements (collectively, "Forward-Looking Statements") which are based upon the Company's current internal expectations, estimates,
projections, assumptions and beliefs. Such statements can be identified by the use of forward-looking terminology such as "expect," "likely," "may," "will,"
"should," "intend," "anticipate," "potential," "proposed," "estimate" and other similar words, including negative and grammatical variations thereof, or statements
that certain events or conditions "may" or "will" happen, or by discussions of strategy. Forward-Looking Statements include estimates, plans, expectations,
opinions, forecasts, projections, targets, guidance, or other statements that are not statements of fact. Forward-Looking Statements in this Prospectus include, but
are not limited to, statements with respect to:
•

the performance of the Company's business and operations;

•

the Company's expectations regarding revenues, expenses and anticipated cash needs;

•

the intended expansion of the Company's facilities, including the construction and operation of Building 4 and the Greenhouse (as such terms are
defined herein) at Peace Naturals Project Inc. ("Peace Naturals") and receipt of approval from Health Canada to increase the maximum
production limits and sales from the expanded facilities and Cronos Israel and Cronos Australia (as such terms are defined herein) and the
respective costs and timing associated therewith;

•

the expected growth in the number of patients using the Company's medical cannabis;

•

the expected growth in the Company's growing and production capacities;

•

expectations with respect to future production costs;

•

the expected methods to be used by the Company to distribute cannabis;

•

the competitive conditions of the industry;

•

the legalization of cannabis for recreational use in Canada, including federal and provincial regulations pertaining thereto, and the related timing
thereof and the Company's intentions to participate in such market, if and when it is legalized;
1

Table of Contents
•

the legalization of the use of cannabis for medical and/or recreational use in jurisdictions outside of Canada and the related timing thereof and the
Company's intentions to participate in such markets outside of Canada, if and when such use is legalized;

•

laws and regulations and any amendments thereto applicable to the business;

•

the competitive advantages and business strategies of the Company;

•

the grant, renewal and impact of any license or supplemental license to conduct activities with cannabis or any amendments thereof;

•

the medical benefits, viability, safety, efficacy, dosing and social acceptance of cannabis;

•

the Company's future product offerings; and

•

the anticipated future gross margins of the Company's operations.

In particular, this Prospectus contains Forward-Looking Statements in connection with the anticipated Closing Date, anticipated TSXV and NASDAQ
approval, the anticipated use of the net proceeds of the Offering and the preliminary revenue projections in respect of FY 2017 (as defined herein). ForwardLooking Statements contained in certain documents incorporated by reference in this Prospectus are based on the key assumptions described in such documents.
Certain of the Forward-Looking Statements contained herein concerning the cannabis industry and the general expectations of Cronos concerning the cannabis
industry are based on estimates prepared by Cronos using data from publicly available governmental sources as well as from market research and industry
analysis and on assumptions based on data and knowledge of this industry which Cronos believes to be reasonable. However, although generally indicative of
relative market positions, market shares and performance characteristics, such data is inherently imprecise. While Cronos is not aware of any misstatement
regarding any industry or government data presented herein or information presented herein which is based on such data, the cannabis industry involves risks and
uncertainties that are subject to change based on various factors, which factors are described further below.
With respect to the Forward-Looking Statements contained in this Prospectus and the documents incorporated by reference herein, the Company has made
assumptions regarding, among other things: (i) its ability to generate cash flow from operations and obtain necessary financing on acceptable terms; (ii) general
economic, financial market, regulatory and political conditions in which the Company operates; (iii) the output from operations of Peace Naturals, Original
BC Ltd. ("OGBC") and the Company's operations in Israel and Australia; (iv) consumer interest in the Company's products; (v) competition; (vi) anticipated and
unanticipated costs; (vii) government regulation of the Company's activities and products and in the areas of taxation and environmental protection; (viii) the
timely receipt of any required regulatory approvals; (ix) the Company's ability to obtain qualified staff, equipment and services in a timely and cost efficient
manner; (x) the Company's ability to conduct operations in a safe, efficient and effective manner; and (xi) the Company's construction plans and timeframe for
completion of such plans.
Purchasers are cautioned that the above list of cautionary statements is not exhaustive. Known and unknown risks, many of which are beyond the control of
the Company, could cause actual results to differ materially from the Forward-Looking Statements in this Prospectus. Such factors include, without limitation,
those discussed in the "Risk Factors" section of this Prospectus, those discussed under the heading "Risk Factors" in the Annual Information Form (as defined
herein) and those discussed under the heading "Risks and Uncertainties" in the Interim MD&A and Annual MD&A (as such terms are defined herein). The
purpose of Forward-Looking Statements is to provide the reader with a description of management's expectations, and such Forward-Looking Statements may not
be appropriate for any other purpose. You should not place undue reliance on Forward-Looking Statements contained in this Prospectus or in any document
incorporated by reference. Although the
2
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Company believes that the expectations reflected in such Forward-Looking Statements are reasonable, it can give no assurance that such expectations will prove
to have been correct. Forward-Looking Statements contained or incorporated by reference are made as of the date of this Prospectus or the document incorporated
by reference, as applicable, and are based on the beliefs, estimates, expectations and opinions of management on the date such Forward-Looking Statements are
made. The Company undertakes no obligation to update or revise any Forward-Looking Statements, whether as a result of new information, estimates or
opinions, future events or results or otherwise or to explain any material difference between subsequent actual events and such Forward-Looking Statements,
except as required by applicable law. The Forward-Looking Statements contained in this Prospectus and the documents incorporated by reference herein are
expressly qualified in their entirety by this cautionary statement.

FINANCIAL INFORMATION
The Annual Financial Statements (as defined herein), incorporated by reference in this Prospectus have been prepared in accordance with IFRS, as issued by
the IASB and are reported in Canadian dollars. The Interim Financial Statements (as defined herein), incorporated by reference in this Prospectus have been
prepared in accordance with IFRS and are reported in Canadian dollars.

ENFORCEABILITY OF CIVIL LIABILITIES
We are a corporation incorporated under and governed by the Business Corporations Act (Ontario). Most of our directors and officers, and some or all of the
experts named in this Prospectus, are residents of Canada or otherwise reside outside of the United States, and a substantial portion of their assets, and a
substantial portion of the Company's assets, are located outside the United States. The Company has appointed an agent for service of process in the
United States, but it may be difficult for holders of securities who reside in the United States to effect service within the United States upon those directors,
officers and experts who are not residents of the United States. It may also be difficult for holders of securities who reside in the United States to realize in the
United States upon judgments of courts of the United States predicated upon the Company's civil liability and the civil liability of the Company's directors and
officers and experts under the United States federal securities laws. The Company has been advised by its Canadian counsel, Blake, Cassels & Graydon LLP, that
a judgment of a United States court predicated solely upon civil liability under United States federal securities laws would probably be enforceable in Canada if
the United States court in which the judgment was obtained has a basis for jurisdiction in the matter that would be recognized by a Canadian court for the same
purposes. The Company has also been advised by Blake, Cassels & Graydon LLP, however, that there is substantial doubt whether an action could be brought in
Canada in the first instance on the basis of liability predicated solely upon United States federal securities laws.
The Company filed with the SEC, concurrently with the Company's registration statement on Form F-10 of which this Prospectus forms a part, an
appointment of agent for service of process on Form F-X. Under the Form F-X, the Company appointed CT Corporation System as its agent for service of process
in the United States in connection with any investigation or administrative proceeding conducted by the SEC and any civil suit or action brought against or
involving the Company in a United States court arising out of or related to or concerning the Offering.
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EXCHANGE RATE INFORMATION
The following table sets forth, for each of the periods indicated, the period end exchange rate, the average exchange rate and the high and low exchange rates
of one United States dollar in exchange for Canadian dollars, based on the historical noon exchange rates or, after January 1, 2017, the daily exchange rates, as
reported by the Bank of Canada.

High
Low
Average
Period End

Nine-Months
Ended
September 30
2017
2016
$
$

Year Ended December 31
2017
2016
2015
$
$
$

1.3743
1.2128
1.3074
1.2480

1.3743
1.2128
1.2986
1.2545

1.4589
1.2544
1.3218
1.3117

1.4589
1.2544
1.3248
1.3427

1.3990
1.1728
1.2787
1.3840

The daily exchange rate on March 20, 2018, as reported by the Bank of Canada for the conversion of United States dollars into Canadian dollars was
US$1.00 equals $1.3077.

DOCUMENTS INCORPORATED BY REFERENCE
The following documents, each of which has been filed with, or furnished to, the securities commissions or similar regulatory authorities in each province of
Canada, other than Québec, and with the SEC, are specifically incorporated by reference and form an integral part of this Prospectus:
(a)

the annual information form of the Company for the year ended December 31, 2016 dated October 25, 2017 (the "Annual Information Form");

(b)

the Company's audited consolidated financial statements as at and for the years ended December 31, 2016 and December 31, 2015 and related
notes thereto, together with the independent auditors' report thereon (the "Annual Financial Statements");

(c)

the Company's management's discussion and analysis for the year ended December 31, 2016 (the "Annual MD&A");

(d)

the Company's unaudited condensed interim consolidated financial statements as at September 30, 2017 and for the three and nine month periods
ended September 30, 2017 and September 30, 2016, and related notes thereto (except for page 1 of such financial statements containing a notice
that the Company's auditor has not reviewed such financial statements) (the "Interim Financial Statements");

(e)

the Company's management's discussion and analysis for the three and nine month periods ended September 30, 2017 and September 30, 2016
(the "Interim MD&A");

(f)

the management information circular dated May 20, 2016 prepared in connection with the annual and special meeting of shareholders of the
Company held on June 28, 2016;

(g)

the management information circular dated January 23, 2017 prepared in connection with the special meeting of shareholders of the Company held
on February 24, 2017;

(h)

the management information circular of the Company dated May 26, 2017 prepared in connection with the annual meeting of shareholders of the
Company held on June 28, 2017;

(i)

the material change report of the Company dated January 8, 2018 in respect of the announcement of a bought deal offering (the "January 2018
Bought Deal");
4
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(j)

the material change report of the Company dated November 10, 2017 in respect of the closing of a previously announced bought deal offering
(the "November 2017 Bought Deal");

(k)

the material change report of the Company dated October 23, 2017 in respect of the announcement of the November 2017 Bought Deal;

(l)

the material change report of the Company dated October 23, 2017 in respect of the distribution partnership with G. Pohl-Boskamp GmbH & Co.
KG ("Pohl-Boskamp");

(m)

the material change report of the Company dated September 29, 2017 in respect of the closing of a non-brokered private placement
(the "September 2017 Private Placement");

(n)

the material change report of the Company dated September 1, 2017 in respect of a debt financing with Romspen Investment Corporation
("Romspen");

(o)

the material change report of the Company dated March 17, 2017 in respect of the closing of a previously announced bought deal offering
(the "March 2017 Bought Deal");

(p)

the material change report of the Company dated February 27, 2017 in respect of the Company's name change to "Cronos Group Inc."; and

(q)

the material change report of the Company dated February 17, 2017 in respect of the announcement of the March 2017 Bought Deal.

Any documents of the type referred to in paragraphs (a) - (q) above or similar material and any documents required to be incorporated by reference herein
pursuant to National Instrument 44-101—Short Form Prospectus Distributions, including any annual information form, all material change reports (excluding
confidential reports, if any), all annual and interim financial statements and management's discussion and analysis relating thereto, or information circular or
amendments thereto that the Company files with any securities commission or similar regulatory authority in Canada after the date of this Prospectus and prior to
the termination of this Offering will be deemed to be incorporated by reference in this Prospectus and will automatically update and supersede information
contained or incorporated by reference in this Prospectus. In addition, any similar documents filed by us with the SEC in our periodic reports on Form 6-K
or annual reports on Form 40-F and any other documents filed with or furnished to the SEC pursuant to Section 13(a), 13(c) or 15(d) of the Securities Exchange
Act of 1934, as amended (the "Exchange Act"), in each case after the date of this Prospectus, shall be deemed to be incorporated by reference into this
Prospectus and the registration statement of which this Prospectus forms a part if and to the extent expressly provided in such reports. To the extent that any
document or information incorporated by reference into this Prospectus is included in a report that is filed with or furnished to the SEC on Form 40-F, 20-F, 10-K,
10-Q, 8-K or 6-K (or any respective successor form), such document or information shall also be deemed to be incorporated by reference as an exhibit to the
registration statement of which this Prospectus forms a part.
Any statement contained in this Prospectus or a document incorporated or deemed to be incorporated by reference herein shall be deemed to be
modified or superseded for purposes of this Prospectus, to the extent that a statement contained herein or in any other subsequently filed document that
also is or is deemed to be incorporated by reference herein modifies, replaces or supersedes such statement. The modifying or superseding statement
need not state that it has modified or superseded a prior statement or include any other information set forth in the document that it modifies or
supersedes. The making of a modifying or superseding statement shall not be deemed an admission for any purposes that the modified or superseded
statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an omission to state a material fact that is required to
be stated or that is necessary to make a statement not misleading in light of the circumstances in which it was made. Any statement so modified or
superseded shall not constitute a part of this Prospectus, except as so modified or superseded.
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MARKETING MATERIALS
Any template version of "marketing materials" (as defined in National Instrument 41-101—General Prospectus Requirements) filed after the date of this
Prospectus and before the termination of the distribution under the Offering (including any amendments to, or an amended version of, the marketing materials) is
deemed to be incorporated in this Prospectus.

WHERE YOU CAN FIND MORE INFORMATION
The Company has filed with the SEC, under the U.S. Securities Act of 1933, as amended (the "U.S. Securities Act"), a registration statement on Form F-10
relating to the Shares. This Prospectus does not contain all of the information contained in the registration statement, certain items of which are contained in the
exhibits to the registration statement as permitted by the rules and regulations of the SEC. Statements included in this Prospectus or the documents incorporated
by reference herein about the contents of any contract, agreement or other document referred to are not necessarily complete, and in each instance, prospective
investors should refer to the exhibits for a complete description of the matter involved. Each such statement is qualified in its entirety by such reference.
The Company will provide to each person to whom this Prospectus is delivered, without charge, upon request to the Secretary of the Company at 720 King
Street West, Toronto, Ontario, M5V 2T3, Telephone: (416) 504-0004, copies of the documents incorporated by reference in this Prospectus. The Company does
not incorporate by reference in this Prospectus any of the information on, or accessible through, its website.
The Company files certain reports with, and furnishes other information to, each of the SEC and certain securities commissions or similar regulatory
authorities of Canada. Under a multi-jurisdictional disclosure system adopted by the United States and Canada, such reports and other information may be
prepared in accordance with the disclosure requirements of the securities regulatory authorities in the applicable provinces of Canada, which requirements are
different from those of the United States. As a foreign private issuer, the Company is exempt from the rules under the Exchange Act prescribing the furnishing
and content of proxy statements, and the Company's officers and directors are exempt from the reporting and short swing profit recovery provisions contained in
Section 16 of the Exchange Act. The Company's reports and other information filed or furnished with or to the SEC are available, from the SEC's Electronic
Document Gathering and Retrieval System ("EDGAR") at www.sec.gov, as well as from commercial document retrieval services. You may also read (and by
paying a fee, copy) any document the Company files with or furnishes to the SEC at the SEC's public reference room in Washington, D.C. (100 F Street N.E.,
Washington, D.C. 20549). Please call the SEC at 1-800-SEC-0330 for more information on the public reference room. The Company's Canadian filings are
available on the System for Electronic Document Analysis and Retrieval ("SEDAR") at www.sedar.com. Unless specifically incorporated by reference herein,
documents filed or furnished by the Company on SEDAR or EDGAR are neither incorporated in nor part of this Prospectus.
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DESCRIPTION OF THE BUSINESS
Corporate Structure
Cronos was incorporated on August 21, 2012 under the Business Corporations Act (Ontario) as 2339498 Ontario Inc. The Common Shares are listed on the
TSXV and on the NASDAQ under the trading symbol "CRON".
The following chart illustrates, as of the date of this Prospectus, the Company's wholly-owned subsidiaries, including their respective jurisdictions of
incorporation and percentage of voting securities of each that are beneficially owned, controlled or directed by the Company. The Company does not beneficially
own, control or direct, directly or indirectly, any restricted securities in any of its subsidiaries. The Company also holds minority interests in cannabis-related
companies and Licensed Producers (as defined herein) and has entered into four strategic joint ventures. See "Business of the Company—Investments" and
"Business of the Company—Joint Ventures and International Activities".

Additional information with respect to the Company's history and a list of its material subsidiaries as at December 31, 2016 are included in the Annual
Information Form, which is incorporated by reference into this Prospectus.
Business of the Company
Cronos is a geographically diversified and vertically integrated global cannabis company whose principal activities are the production and sale of cannabis in
federally legal jurisdictions, including Canada and Germany. Cronos has also established joint ventures in Israel and Australia. Currently, Cronos sells dried
cannabis and cannabis oils under its medical cannabis brand, Peace Naturals.
Canadian Licensed Producers
Cronos operates two wholly-owned licensed producers of medical cannabis pursuant to the provisions of the Controlled Drugs and Substances Act
("CDSA") and its relevant regulation, the ACMPR ("Licensed Producers"), namely, Peace Naturals, which has production facilities near Barrie, Ontario, and
OGBC, which has a production facility in Armstrong, British Columbia.
Peace Naturals
On October 31, 2013, Health Canada issued a license to Peace Naturals for activities related to the production and sale of dried cannabis flower under the
ACMPR. Peace Naturals' current license has an effective term from November 1, 2016 to November 1, 2019, and grants Peace Naturals the authority to
7
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engage in, among other things, the production and sale of dried cannabis flower, cannabis resin, cannabis seeds, cannabis plants and cannabis oil (the "Peace
Naturals ACMPR License").
On January 22, 2018, the Company announced that Peace Naturals received a dealer's license (the "Peace Naturals Dealer's License," together with the
Peace Naturals ACMPR License, the "Peace Naturals Licenses") pursuant to the Narcotic Control Regulations ("NCR") and CDSA from Health Canada for the
possession, sale, transportation and delivery of controlled substances under the CDSA, including cannabis, tetrahydrocannabinol ("THC") and cannabidiol
("CBD"). The Peace Naturals Dealer's License allows Peace Naturals to export medical cannabis extracts, including concentrated oil and resin products
internationally in accordance with an export permit issued under section 103 of the ACMPR or section 10 of the NCR. The Peace Naturals Dealer's License has
an effective term from January 29, 2018 to December 31, 2018.
Situated on approximately 90 acres of land zoned and licensed for cannabis production, Peace Naturals operates three completed production buildings
(Building 1, Building 2 and Building 3) and is constructing additional capacity via a 286,0000 sq. ft. production facility ("Building 4") and a 28,000 sq. ft.
greenhouse (the "Greenhouse"). Peace Naturals' production processes are Good Manufacturing Practices ("GMP") certified under relevant European Economic
Area GMP directives by the national competent authority of Germany.
Buildings 1, 2 and 3 are engaged in cultivation, processing, extraction, finishing and packaging, shipping and client care operations. These buildings incurred
major renovations in the first half of 2017, including upgraded LED lighting, automation equipment, irrigation systems and other environmental control systems
to improve yields and lower costs.
In addition to large scale cultivation of premium dried flower, Building 4 will include:
•

designated areas for proprietary genetic breeding genomic testing;

•

a GMP-grade cannabinoid and terpene extraction, processing and bottling facility;

•

a GMP-grade analytical testing laboratory for Canadian, European and other pharmacopeia standards;

•

a GMP-grade analytical and chemical laboratory for formulation, delivery system and product development;

•

research and development ("R&D") grow and dry areas with compartmentalized chambers to conduct experiments on yield, genetic markers, and
metabolite/terpene enhancement techniques;

•

a tissue culture laboratory and mass scale micro-propagation production area; and

•

a GMP-grade and industrial-grade kitchen.

The Greenhouse is expected to provide a year-round low-cost supply of flower for extraction in a 2,257 sq. ft. GMP-grade extraction lab. The Greenhouse is
designed as a testing facility for various production technologies. Any tests yielding favorable operational improvements would then be disseminated to the
Company's other domestic and international facilities. Growing and cultivation of cannabis in the Greenhouse has commenced and the facility is in the process of
becoming fully operational.
OGBC
On February 24, 2014, Health Canada issued a cultivation license to OGBC under the ACMPR. OGBC's current license has an effective term from
February 28, 2017 to February 28, 2020 and grants OGBC the authority to engage in the production and sale of dried cannabis flower (the "OGBC
ACMPR License")
8
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Situated on 30 acres of land, 17 acres of which are zoned and licensed for cannabis production, OGBC's facility primarily engages in cultivation and
processing operations. OGBC has completed several inter-company bulk transfers of dried cannabis to Peace Naturals to be sold under the Peace Naturals brand.
Joint Ventures and International Activities
The Company has also entered into four strategic joint ventures to produce and sell cannabis:
•

MedMen Canada Joint Venture. In March 2018, the Company announced a strategic joint venture with MedMen Enterprises USA, LLC
("MedMen"). Each of the Company and MedMen owns 50% of the equity interests of the joint venture, called MedMen Canada Inc. ("MedMen
Canada"). MedMen Canada will be focused on a Canadian branded retail chain in provinces that permit private retailers, branded products and
research and development activities in Canada. MedMen Canada will have access to the Company's production facilities while leveraging
MedMen's brand recognition. In addition, the Company will be leveraging its regulatory expertise and knowhow to obtain the requisite licenses,
approvals and permits from Health Canada for MedMen Canada to commence its operations.

•

Australia Joint Venture ("Cronos Australia"). In February 2018, the Company announced a strategic joint venture in Australia with NewSouthern
Capital Pty Ltd. ("NewSouthern") for the research, production, manufacture and distribution of medical cannabis. Each of the Company and
NewSouthern owns 50% of the equity interests in Cronos Australia and have equal board representation. The Company believes that Cronos
Australia will serve as the Company's hub for Australia, New Zealand and South East Asia, bolstering the Company's supply capabilities and
distribution network. In the initial phase of construction, Cronos Australia is planning to construct a 20,000 sq. ft. purpose built facility that is
expected to produce up to 2,000 kilograms of cannabis annually. The Company's activities in respect of Cronos Australia have been approved by
the TSXV. For a description of the Cronos Australia Licenses (as defined herein), see "License and Regulatory Framework in Australia—Cronos
Australia Licenses".

•

Israel Joint Venture ("Cronos Israel"). In September 2017, the Company announced a strategic joint venture in Israel with the Israeli agricultural
collective settlement Kibbutz Gan Shmuel ("Gan Shmuel") for the production, manufacture and distribution of medical cannabis. Following
transfer of the Israel Codes (as defined herein) to Cronos Israel, the Company will hold a 70% interest in each of the nursery and cultivation
operations and a 90% interest in each of the manufacturing and distribution operations of Cronos Israel. Gan Shmuel is situated on 1,500 acres of
mixed-use agricultural/industrial land. In the initial phase of construction, Cronos Israel is planning to construct a 45,000 sq. ft. greenhouse that is
expected to produce up to 5,000 kilograms of cannabis annually and a 17,000 sq. ft. manufacturing facility that will be utilized for analytics,
formulation development, and research. The Company's activities in respect of Cronos Israel have been approved by the TSXV. Until exports are
permitted under applicable Israeli law, products from Cronos Israel will be distributed domestically in the local Israeli market. For a description of
the Israel Codes, see "License and Regulatory Framework in Israel—Cronos Israel Licenses".

•

Indigenous Roots Joint Venture ("Indigenous Roots"). In December 2016, the Company launched a strategic joint venture led by Phil Fontaine,
former National Chief of the Assembly of First Nations. Indigenous Roots is a medical cannabis company that will work cooperatively with
Canadian First Nations towards building and operating licensed facilities
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and providing medical cannabis to First Nations. The Company will own a 49.9% stake in Indigenous Roots. The Company believes that
Indigenous Roots will provide Cronos with optionality for nontraditional distribution channels and incremental production capacity without
dilution, and a strong brand for its portfolio. Indigenous Roots has commanded significant interest, having met with over 100 indigenous
communities and leaders across Canada. Indigenous Roots is in the process of finalizing its capital raise. Once completed, Indigenous Roots is
anticipated to commence construction of a 30,000 sq. ft. production facility at the premises of OGBC.
Investments
The Company has also invested in and made loans to cannabis-related companies and Licensed Producers, including Whistler Medical Marijuana Company,
Evergreen Medicinal Supply Inc., ABcann Global Corporation, Canopy Growth Corp. and The Hydropothecary Corporation. See Notes 8 and 9 of the Interim
Financial Statements for additional information.
No U.S. Cannabis-Related Activities
The Company does not engage in any U.S. cannabis-related activities. From time to time, the Company may have minority interests in non-U.S. cannabis
companies (as disclosed in the Annual Information Form). Based on what is disclosed publicly by these minority investees, the Company is not aware of any
U.S. cannabis-related activities of such minority investees as of the date of this Prospectus.
Additional information with respect to the Company's business is included in the Annual Information Form and the Interim MD&A, both of which are
incorporated by reference in this Prospectus.
Recent Company Developments
Preliminary 2017 Financial Year Results
For the twelve months ended December 31, 2017 ("FY 2017"), based upon information currently available to management, the Company currently
anticipates reporting revenue of between $3.8 million and $4.4 million, compared to $0.6 million for the twelve months ended December 31, 2016, with the yearover-year increase resulting primarily from higher unit sales, driven primarily by (i) increased patient registration and demand, as well as (ii) the fact that FY
2017 results included Peace Naturals revenues for the entire period compared with 2016 financial year results, which included Peace Naturals revenues only from
September 2, 2016, when the Company acquired Peace Naturals, until December 31, 2016.
All figures reported above with respect to the FY 2017 are preliminary and are unaudited and subject to change and adjustment as the Company prepares its
consolidated financial statements for the years ended December 31, 2017 and December 31, 2016. Accordingly, investors are cautioned not to place undue
reliance on the foregoing guidance. The Company is issuing preliminary results to enable it to disclose such information in connection with the Offering, and
readers are cautioned that the preliminary results may not be appropriate for other purposes; the Company does not intend to provide preliminary results in the
future. The preliminary results provided in this Prospectus constitute forward-looking statements within the meaning of applicable securities laws, are based on
several assumptions and are subject to a number of risks and uncertainties. Actual results may differ materially. See "Forward-Looking Information".
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Release of 2017 Financial Results
The Company anticipates releasing its consolidated financial statements for the twelve months ended December 31, 2017 and December 31, 2016 on or
about Monday, April 30, 2018.
MedMen Canada
On March 19, 2018, the Company announced a strategic joint venture with MedMen. Each of the Company and MedMen owns 50% of the equity interests
of the joint venture, MedMen Canada. MedMen Canada will be focused on a Canadian branded retail chain in provinces that permit private retailers, branded
products and research and development activities in Canada. MedMen Canada will have access to the Company's production facilities and future expansions
while leveraging MedMen's brand recognition. In addition, the Company will be leveraging its regulatory expertise and knowhow to obtain the requisite licenses,
approvals and permits from Health Canada for MedMen Canada to commence its operations.
Stock Listings
On February 26, 2018, the Company announced that trading of its Common Shares would be elevated from the Nasdaq International Designation program to
the NASDAQ. The Common Shares began trading on the NASDAQ on February 28, 2018 under the trading symbol "CRON". On March 5, 2018, the Company
announced that the Company was changing its ticker symbol on the TSXV from "MJN" to "CRON".
Cronos Australia
On February 5, 2018, the Company announced its strategic joint venture with NewSouthern, Cronos Australia, and the grant of medicinal cannabis
cultivation and research licenses to Cronos Australia. See "Business of the Company—Joint Ventures and International Activities".
Board Appointment
On February 1, 2018, the Company announced the appointment of Mr. James D. Rudyk to the Board of Directors. Mr. Rudyk serves as the chair of the audit
committee and is a member of the compensation committee.
January 2018 Bought Deal
On January 24, 2018, the Company announced the closing of the January 2018 Bought Deal pursuant to which the Company sold a total of
5,257,143 Common Shares at a price of $8.75 per Common Share for aggregate gross proceeds of approximately $46.0 million. The January 2018 Bought Deal
was completed by way of a short form prospectus offering in Canada.
Peace Naturals Dealer's License
On January 22, 2018, the Company announced that Peace Naturals received a dealer's license pursuant to the NCR and CDSA from Health Canada for the
possession, sale, transportation and delivery of controlled substances under the CDSA, including cannabis, THC and CBD. The Peace Naturals Dealer's License
allows Peace Naturals to export medical cannabis extracts, including concentrated oil and resin products internationally.
Cronos Israel
On November 9, 2017, the Company announced that its strategic joint venture with Gan Shmuel, Cronos Israel, had been approved by the TSXV. See
"Business of the Company—Joint Ventures and International Activities".
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November 2017 Bought Deal
On November 8, 2017, the Company announced the closing of the November 2017 Bought Deal pursuant to which the Company sold a total of
5,476,190 Common Shares at a price of $3.15 per Common Share for aggregate gross proceeds of approximately $17.2 million. The November 2017 Bought Deal
was completed by way of a short form prospectus offering in Canada.
Partnership with Pohl-Boskamp
On October 12, 2017, the Company announced that it had entered into a strategic distribution partnership with Pohl-Boskamp, an international
pharmaceutical manufacturer and supplier. Under the five-year exclusive distribution agreement, the Company's global subsidiaries will supply Peace Naturals
branded cannabis products to Pohl-Boskamp for distribution within Germany. On December 27, 2017, the Company announced that its first shipment to PohlBoskamp of Peace Naturals branded products became available for sale across retail locations throughout Germany. Pohl-Boskamp distributes pharmaceutical
products to approximately 10,500 pharmacies in Germany.
Regulatory Framework in Canada
Licenses and Regulatory Framework
Pursuant to the Peace Naturals ACMPR License, Peace Naturals may, subject to further requirements set out in the ACMPR:
(a)

possess, produce, sell, transport, deliver and destroy cannabis, including live plants, clippings, oil, resin and seeds;

(b)

possess, produce, sell, transport, deliver and destroy dried cannabis;

(c)

possess and destroy CBD, CBD and delta-8-tetrahydrocannabinol; and

(d)

possess and destroy delta-9-THC.

Pursuant to the OGBC ACMPR License, OGBC may, subject to further requirements set out in the ACMPR:
(a)

possess, produce, sell, transport, deliver and destroy cannabis, including live plants and clippings;

(b)

possess, produce, sell, transport, deliver and destroy dried cannabis; and

(c)

produce, possess and destroy cannabis seeds.

In terms of selling and providing, and subject to further requirements set out in the ACMPR, Peace Naturals and OGBC may sell or provide:
(a)

(b)

cannabis and dried cannabis (and in the case of Peace Naturals, cannabis oil and cannabis resin) to:

(i)

another Licensed Producer;

(ii)

a licensed dealer (as defined in the ACMPR);

(iii)

the Federal Minister of Health; or

(iv)

a person to whom an exemption relating to the substance has been granted under section 56 of the CDSA; and

dried cannabis (and in the case of Peace Naturals, cannabis oil) to:

(i)

a client or an individual who is responsible for the client;
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(ii)

a hospital employee, if the possession of the dried cannabis is for the purposes of and in connection with their employment; or

(iii)

a person to whom an exemption relating to the dried cannabis has been granted under section 56 of the CDSA.

Permitted activities related to cannabis oils, like other forms of cannabis, includes strict terms and conditions that a Licensed Producer must comply with,
including:
•

the cannabis must be shipped in secure, child resistant packaging;

•

Licensed Producers must include the same health warning messages that apply to dried cannabis;

•

Licensed Producers must not sell or provide any cannabis oil with a concentration of THC exceeding 30 mg per ml of oil;

•

Licensed Producers must ensure that the label specifies the amount (in milligrams) of THC and CBD;

•

Licensed Producers must ensure that the quantity of the fresh cannabis buds or leaves or cannabis oil is also labeled, in terms of equivalency to
one gram of dried cannabis. Information on the conversion method must be published on the producer's website;

•

Licensed Producers must not make therapeutic claims in relation to the cannabis, unless they are otherwise approved under the Food and Drugs
Act (Canada);

•

Licensed Producers must continue to comply with the record-keeping requirements for all transactions involving non-dried cannabis, including
sales and destruction records; and

•

Licensed Producers must notify Health Canada of any adverse reactions related to fresh cannabis buds and leaves or cannabis oil of which they
become aware.

Peace Naturals and OGBC may also: (i) ship dried cannabis to a health care practitioner (as defined in the ACMPR) in the case referred to in
subparagraph 130(1)(f)(iii) of the ACMPR; (ii) import cannabis if done in accordance with an import permit issued under section 95 of the ACMPR; and
(iii) possess cannabis for the purpose of export and export cannabis if done in accordance with an export permit issued under section 103 of the ACMPR or
section 10 of the NCR.
Summary of the ACMPR
The ACMPR replaced the Marihuana for Medical Purposes Regulations (the "MMPR") as the governing regulations in respect of the production, sale and
distribution of medical cannabis and related oil extracts. The replacement regulations were implemented as a result of the ruling by the Federal Court of Canada
in the case of Allard v Canada which found the MMPR unconstitutional in violation of the plaintiffs' rights under Section 7 of the Canadian Charter of Rights
and Freedoms due to the restrictions placed on a patient's ability to reasonably access medical cannabis.
The ACMPR effectively combines the regulations and requirements of the MMPR, the Marihuana Medical Access Regulations and the section 56
exemptions relating to cannabis oil under the CDSA into one set of regulations. In addition, among other things, the ACMPR sets out the process patients are
required to follow to obtain authorization from Health Canada to grow cannabis and to acquire seeds or plants from Licensed Producers to grow their own
cannabis. Under the ACMPR, patients have three options for obtaining cannabis:
(a)

they can continue to access quality-controlled cannabis by registering with Licensed Producers;

(b)

they can register with Health Canada to produce a limited amount of cannabis for their own medical purposes; or
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(c)

they can designate someone else to produce it for them.

With respect to (b) and (c), starting materials, such as plants or seeds, must be obtained from Licensed Producers. It is possible that (b) and (c) could
significantly reduce the addressable market for the Company's products and could materially and adversely affect the business, financial condition and results of
operations of the Company. That said, management of the Company believes that many patients may be deterred from opting to proceed with options (b) or
(c) since such steps require applying for and obtaining registration from Health Canada to grow cannabis, as well as the up-front costs of obtaining equipment and
materials to produce such cannabis.
Reporting Requirements under the ACMPR
As described under the ACMPR (see Part 1, Division 5 of the ACMPR), Licensed Producers are required to keep records of, among other things, their
activities with cannabis, including all transactions (sale, exportation, and importation), all fresh or dried marijuana or cannabis oils returned from clients, and an
inventory of cannabis (e.g. seeds, fresh harvested marijuana, dried marijuana, packaged marijuana, packaged marijuana seeds, cannabis oil, marijuana plants
destined to be sold or provided). All records have to be kept for a period of at least two years, in a format that will be easily auditable, and must be made available
to Health Canada upon request. All communications regarding reports for healthcare licensing authorities, including both those sent and received, are also subject
to this two year requirement.
A Licensed Producer must provide Health Canada with a case report for each serious adverse reaction to fresh or dried marijuana or cannabis oil within
15 days of the Licensed Producer becoming aware of the reaction. A Licensed Producer must annually prepare and maintain a summary report that contains a
concise and critical analysis of all adverse reactions that have occurred during the previous 12 months (the serious adverse reaction reports and the summary
reports must be retained by the Licensed Producer for a period of 25 years after the day on which they were made).
Health Canada released an Information Bulletin titled, "Licensed Producers' Reporting Requirements" to provide an overview of the information Licensed
Producers must provide to Health Canada on a monthly basis. Licensed Producers must provide, among other requirements, the following information to the
Office of Controlled Substances for the previous month on or before the 15th day of each month:
(a)

(b)

With respect to fresh and dried marijuana, cannabis oil, cannabis seeds and marijuana plants, Licensed Producers must report the amounts
produced, as well as the amounts received from another Licensed Producer as follows:

•

total amount produced in the reporting period;

•

amount released for sale in the reporting period;

•

amount of fresh and dried marijuana produced in the reporting period and intended for extraction activities; and

•

amount received from other Licensed Producers during the reporting period;

With respect to fresh and dried marijuana, cannabis oil, cannabis seeds and marijuana plants, Licensed Producers must report the total amount sold
or transferred to the following during the reporting period:

•

registered clients;

•

other Licensed Producers; and

•

licensed dealers;
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(c)

Number of clients registered (including breakdowns of different types of clients);

(d)

Number of clients registered by province or territory of residence (including breakdowns of different types of clients);

(e)

Number of refused registrations and refusals to fill order;

(f)

With respect to fresh and dried marijuana and cannabis oil, Licensed Producers must report as of the final day of the reporting period the amounts
held in inventory as follows:

(g)

•

total amount held in inventory;

•

amount intended for sale but not yet approved held in inventory;

•

amount approved for sale held in inventory;

•

amount of samples in inventory; and

•

amount of fresh and dried marijuana intended for extraction activities held in inventory;

With respect to cannabis seeds and marijuana plants, Licensed Producers must report:

•

the total number of plants held in inventory;

•

the number of plants destined to be sold as starting material held in inventory;

•

the total weight of seeds held in inventory; and

•

the number and weight of seeds destined to be sold as starting material held in inventory;

(h)

Licensed Producers must also include in their report the total amounts ready to be destroyed, but still held in inventory on the final day of the
reporting period;

(i)

Total amount of cannabis imported during the reporting period;

(j)

Total amount of cannabis exported during the reporting period;

(k)

Total amount of cannabis lost or stolen during the reporting period;

(l)

With respect to fresh and dried marijuana, cannabis oil, cannabis seeds and marijuana plants, Licensed Producers must report the total amount:

•

that was destroyed during the reporting period; and

•

of waste (e.g., plants, leaves, twigs) destroyed during the reporting period;

(m)

With respect to fresh and dried marijuana, cannabis oil, cannabis seeds and marijuana plants, Licensed Producers must report the total amount
returned from clients during the reporting period;

(n)

Licensed Producers must report the total number of shipments sent to the following during the reporting period:

(o)

•

registered clients;

•

registered clients for interim supply;

•

other Licensed Producers; and

•

licensed dealers;

Licensed Producers must report the total number of shipments sent to the following in each province and territory:

•

registered clients;
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•

registered clients for interim supply;

•

other Licensed Producers; and

•

licensed dealers;

(p)

Average daily amount of marijuana for medical purposes authorized;

(q)

Median daily amount of marijuana for medical purposes authorized;

(r)

Average shipment size sent to registered clients during the reporting period;

(s)

Median shipment size sent to registered clients during the reporting period;

(t)

List of ten highest unique daily authorized amounts and the frequency with which they occur;

(u)

List of daily authorized amounts in specified increments:

•

0 to 1 grams;

•

1.1 to 2 grams;

•

2.1 to 3 grams;

•

3.1 to 4 grams;

•

4.1 to 5 grams;

•

5 to 10 grams;

•

10 to 15 grams; and

•

> 15 grams;

(v)

Total number of shipments to registered clients per each 10 gram interval between 0 and 150 grams;

(w)

List of all health care practitioners who have completed medical documents for cannabis for medical purposes for registered clients and
their location;

(x)

List of all nurse practitioners who have completed medical documents for cannabis for medical purposes for registered clients and their location;

(y)

Cannabis with which they are conducting R&D activities; and

(z)

Activities with respect to cannabis products, other than marijuana or cannabis oil (e.g. cannabis resin).

Export Permits
Export permits issued by Health Canada are specific to each shipment. To apply for a permit to export cannabis, a Licensed Producer must submit significant
information to the Canadian Minister of Health (the "Minister of Health"), including information about the substance to be exported (including description,
intended use, quantity) and the importer. As part of the application, applicants are also required to provide a copy of the import permit issued by a competent
authority in the jurisdiction of final destination and to make a declaration to the Minister of Health that the shipment does not contravene the laws of the
jurisdiction of the final destination or any country of transit or transshipment. Export permits are time limited and the Minister of Health may include conditions
that the export permit holder must meet in order to comply with an international obligation, or reduce any potential public health, safety or security risk, including
the risk of the exported substance being diverted to an illicit market or use. Moreover, the jurisdiction of import may impose additional obligations on a Canadian
exporter. Export permit holders must also comply with post-export reporting requirements.
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Recent Regulatory Developments
Federal Developments
On December 13, 2016, the Task Force on Cannabis Legalization and Regulation (the "Task Force"), which was established by the Canadian Federal
Government to seek input on the design of a new system to legalize, strictly regulate and restrict access to cannabis, published its report outlining its
recommendations. On April 13, 2017, the Canadian Federal Government released Bill C-45, An Act respecting cannabis and to amend the Controlled Drugs and
Substances Act, the Criminal Code and other Acts ("Bill C-45"), which proposes the enactment of the Cannabis Act (Canada) (the "Cannabis Act") to regulate
the production, distribution and sale of cannabis for medical and unqualified adult use. On November 27, 2017, the House of Commons passed Bill C-45, and on
December 20, 2017, the Prime Minister communicated that the Canadian Federal Government intends to legalize cannabis in the summer of 2018, despite
previous reports of a July 1, 2018 deadline. As of March 20, 2018, Bill C-45 is being studied by the Senate, who must also pass Bill C-45 in order for it to
become law.
On February 6, 2018, Public Safety Minister, Ralph Goodale, announced that, while Bill C-45 was still on schedule to receive royal asset in July 2018,
implementation of various aspects of the regime, including preparing markets for retail sales, could take another eight to twelve weeks from such date. The
impact of such regulatory changes on Cronos' business is unknown, and the proposed regulatory changes may not be implemented at all. See "Risk Factors—
Risks Related to the Industry and Our Business—There can be no assurance that the legalization of recreational cannabis by the Government of Canada will
occur and the legislative framework pertaining to the Canadian recreational cannabis market is uncertain".
On October 3, 2017, the Parliamentary Standing Committee on Health (the "HESA") proposed amendments to the Cannabis Act to provide, among other
things, that edibles containing cannabis and cannabis concentrates would be added to the classes of cannabis an authorized person may sell. In addition, HESA's
proposed amendments provide that a framework for the sale of edibles and cannabis concentrates would be implemented within a year of the Cannabis Act
coming into force. HESA's proposed amendments were incorporated into Bill C-45.
On November 21, 2017, Health Canada released a consultation paper entitled "Proposed Approach to the Regulation of Cannabis" (the "Proposed
Regulations"). Interested stakeholders were invited to share their views on the Proposed Regulations until January 20, 2018. On March 19, 2018, Health Canada
published a summary of the comments received on the Proposed Regulations as well as some proposed additions to the regulatory proposal (the "Summary of
Comments"), although all of the details are still subject to change until final regulations are published.
The Proposed Regulations were divided into the following seven major categories:
1.

Licenses, Permits and Authorizations;

2.

Security Clearances;

3.

Cannabis Tracking System;

4.

Cannabis Products;

5.

Packaging and Labelling;

6.

Cannabis for Medical Purposes; and

7.

Health Products and Cosmetics Containing Cannabis.
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Licenses, Permits and Authorizations
The Proposed Regulations would establish different types of authorizations based on the activity being undertaken and, in some cases, the scale of the
activity. Rules and requirements for different categories of authorized activities are intended to be proportional to the public health and safety risks posed by each
category of activity. The types of proposed authorizations include: (i) cultivation; (ii) processing; (iii) sale to the public for medical purposes and non-medical
purposes in provinces and territories that have not enacted a retail framework; (iv) analytical testing; (v) import/export; and (vi) research.
Cultivation licenses would allow for both large-scale and small-scale (i.e. micro) growing of cannabis, subject to a stipulated threshold. Industrial hemp and
nursery licenses would also be issued as a subset of cultivation licenses. Health Canada is considering a number of options for establishing and defining a "microcultivator" threshold, such as plant count, size of growing area, total production, or gross revenue. Part of the stated purpose of the Proposed Regulations was to
solicit feedback from interested stakeholders regarding the most appropriate basis for determining what such threshold should be. The Summary of Comments
states that consideration is being given to restricting the number of micro-cultivation and microprocessing licenses at a single site to avoid allowing anyone to
combine multiple micro-scale licenses to avoid meeting the requirements associated with standard licenses. In addition, the Summary of Comments states that it
will be proposed that final regulations define micro-scale licenses as follows:
•

Micro-cultivation license would authorize the cultivation of a plant canopy area of no more than 200 square metres

•

Micro-processing license would authorize the processing of no more than 600 kilograms of dried cannabis (or equivalent) per year, or the entire
output of a single micro-cultivation license.

The Proposed Regulations provide that all licenses issued under the Cannabis Act would be valid for a period of no more than five years and that no licensed
activity could be conducted in a dwelling-house. The Proposed Regulations would also permit both outdoor and indoor cultivation of cannabis. The implications
of the proposal to allow outdoor cultivation are not yet known, but such a development could be significant as it may reduce start-up capital required for new
entrants in the cannabis industry. It may also ultimately lower prices as capital expenditure requirements related to growing outside are typically much lower than
those associated with indoor growing. The Summary of Comments suggests that although people are generally supportive of outdoor cultivation, final regulations
might address concerns related to risks of theft and diversion, impact on adjacent crops, good production practices and management of odour during flowering.
Security Clearances
It is proposed that select personnel (including individuals occupying a "key position," directors, officers, large shareholders and individuals identified by the
Minister of Health) associated with certain licenses issued under the Cannabis Act would be obliged to hold a valid security clearance issued by the Minister of
Health. The Proposed Regulations would enable the Minister of Health to refuse to grant security clearances to individuals with associations to organized crime or
with past convictions for, or an association with, drug trafficking, corruption or violent offences. This is the approach in place today under the ACMPR and other
related regulations governing the licensed production of cannabis for medical purposes.
According to the Summary of Comments, a number of commenters felt that the proposed requirement for large shareholders to hold security clearances
would be difficult to enforce, and that it would be relatively simple to structure investments and assets to avoid the requirement. As a result, Health Canada is
considering alternative options to reduce the risk of criminal organizations
18

Table of Contents
establishing a financial relationship with legal cannabis producers. According to the Summary of Comments, such measures could include requiring license
applicants to submit financial information (including information about investors) as part of the license application process. This information could then be used
in determining whether to refuse to issue or renew a license, should public safety concerns be raised. As well, the regulations could require regular, ongoing
reporting of financial information by licensees to help identify suspicious financial relationships or arrangements that may warrant additional regulatory action
(including, for example, a license suspension).
Health Canada acknowledges in the Proposed Regulations that there are individuals who may have histories of non-violent, lower-risk criminal activity
(for example, simple possession of cannabis, or small-scale cultivation of cannabis plants) who may seek to obtain a security clearance so they can participate in
the legal cannabis industry. Under the new set of rules, the Minister of Health would be authorized to grant security clearances to any individual on a case-by-case
basis.
Cannabis Tracking System
As currently proposed under the Cannabis Act, the Minister of Health would be authorized to establish and maintain a national cannabis tracking system.
The purpose of this system would be to track cannabis throughout the supply chain to help prevent diversion of cannabis into, and out of, the legal market. The
Proposed Regulations would provide the Minister of Health with the authority to make a ministerial order that would require certain persons named in such order
to report specific information about their authorized activities with cannabis, in the form and manner specified by the Minister of Health.
Cannabis Products
The Proposed Regulations would permit the sale to the public of dried cannabis, cannabis oil, fresh cannabis, cannabis plants, and cannabis seeds. It is
proposed that the sale of edible cannabis products and concentrates (such as hashish, wax and vaping products) would only be permitted within one year
following the coming into force of the Cannabis Act. According to the Summary of Comments, many commenters urged the government to allow the sale of
edibles and concentrates immediately. However, based on the Summary of Comments, the government has not changed its position and states that necessary
regulations addressing edibles containing cannabis and cannabis concentrates will be put in place within one year following the coming into force of the proposed
Cannabis Act. The Summary of Comments also states that Health Canada plans to consult broadly on these regulations with the provinces and territories,
industry, the public health community and other interested stakeholders.
The Proposed Regulations acknowledge that a range of product forms should be enabled to help the legal industry displace the illegal market. Additional
product forms that are mentioned under the Proposed Regulations include "pre-rolled" cannabis and vaporization cartridges manufactured with dried cannabis.
Specific details related to these new products are to be set out in a subsequent regulatory proposal.
Packaging and Labelling
The Proposed Regulations would set out requirements pertaining to the packaging and labelling of cannabis products. Such requirements would promote
informed consumer choice and allow for the safe handling and transportation of cannabis. Consistent with the requirements under the ACMPR, the Proposed
Regulations would require all cannabis products to be packaged in a manner that is tamper-evident and child-resistant. The Summary of Comments makes it clear
that these requirements will also apply to cannabis accessories, such as rolling paper and gel capsules, that contain cannabis.
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While minor allowances for branding would be permitted, in the Proposed Regulations, Health Canada stated that it would propose strict limits on the use of
colours, graphics, and other special characteristics of packaging, and products (both medical and recreational) would be required to be labelled with specific
information about the product, contain mandatory health warnings similar to tobacco products, and be marked with a clearly recognizable standardized cannabis
symbol.
The Summary of Comments has provided significant details on the label content and labelling requirements that the Canadian Federal Government intends to
propose. These details include:
•

a standardized cannabis symbol that would need to appear on every label, including specific requirements with respect to its size, placement
and appearance;

•

mandatory health warning messages that would need to appear on every label, including specific requirements with respect to their size, placement
and appearance. The proposed warnings cover six topics related to harms related to smoke, pregnancy/breastfeeding, operating
vehicles/machinery, addiction, psychosis/schizophrenia and youth use. A warning (comprised of a primary and secondary message) would need to
appear on every label, and the different warnings would need to be rotated on package labels; and

•

requirements with respect to information on THC and CBD content, as well as other information that would be required on each label, including
specific requirements with respect to the size, placement and appearance of this information.

The intended proposal is that, consistent with the Task Force's recommendation to require plain packaging of cannabis products, the regulations would set
strict requirements related to the use of branding, logos, and colours. Specifically:
•

only one other brand element (in addition to the brand name) could be displayed. This element could include, for example, a slogan or logo. If it is
a text element, the font must be no larger than the font of the health warning message, and must be a single, uniform colour. If the brand element is
a graphic, image or logo, it would be required to be no larger than the standardized cannabis symbol;

•

it would be prohibited to display any other image or graphic;

•

label and package backgrounds would need to be a single, uniform colour (inside and outside);

•

it would be prohibited to use any fluorescent or metallic colours;

•

colours must contrast with the colours of the standardized cannabis symbol and the background of the health warning messages;

•

labels and packaging could not have any coating (e.g. could not be glossy), embossing (raised or recessed relief images), texture, foil, cut-outs or
peel-away labels;

•

any over-wrap must be clear; and

•

it would be prohibited to include any insert in a package.

In addition, the Summary of Comments states that the intention is to propose that the regulations would require that the immediate container be opaque or
translucent. Products could have both an inner and outer package, but every package would need to be labelled in accordance with the proposed requirements.
Finally, the regulations would require licensed processors to ship an informational document developed by Health Canada with every package delivered to a
federally-, provincially-, or territorially-licensed distributor or retailer. The document would not be required to be included as an insert in the package, but would
be provided to consumers with the sale or delivery of the package. The document would provide adult consumers with health and safety information, such as
precautions
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and directions for use, and would be updated periodically to take into account new information and evidence.
To facilitate the orderly transition from the current packaging and labelling requirements under the ACMPR to the new regulatory requirements, the
Summary of Comments states that the intention is to propose a transition period for cannabis products sold for medical purposes. Specifically, it is proposed that
for six months following the coming into force of the proposed Cannabis Act, all cannabis products sold for medical purposes could be packaged and labelled in
accordance with the current rules under the ACMPR.
Cannabis for Medical Purposes
The proposed medical access regulatory framework would remain substantively the same as currently exists under the ACMPR, with proposed adjustments
to create consistency with rules for non-medical use, improve patient access, and reduce the risk of abuse within the medical access system.
Health Products and Cosmetics Containing Cannabis
Health Canada is proposing a scientific, evidence-based approach for the oversight of health products with cannabis that are approved with health claims,
including prescription and non-prescription drugs, natural health products, veterinary drugs and veterinary health products, and medical devices. Under the
Proposed Regulations, the use of cannabis-derived ingredients (other than certain hemp seed derivatives containing no more than 10 parts per million THC) in
cosmetics, which is currently prohibited, is proposed to be permitted and subject to provisions of the Cannabis Act.
Provincial and Territorial Developments
While the Cannabis Act provides for the regulation of the commercial production of cannabis for recreational purposes and related matters by the Canadian
Federal Government, the Cannabis Act proposes that the provinces and territories of Canada will have authority to regulate other aspects of recreational cannabis
(similar to what is currently the case for liquor and tobacco products), such as sale and distribution, minimum age requirements, places where cannabis can be
consumed, and a range of other matters.
The Governments of every Canadian province and territory have, to varying degrees, announced proposed regulatory regimes for the distribution and sale of
cannabis for recreational purposes within those jurisdictions. Most of these Canadian jurisdictions have announced a minimum age of 19 years old, except for
Québec and Alberta, where the minimum age will be 18.
British Columbia
Although British Columbia has not yet tabled any cannabis bills, the Government of British Columbia announced in December 2017 that recreational
cannabis will be sold in that province through both public and privately operated stores. The British Columbia Liquor Distribution Branch will be responsible for
the public retail stores and will also be the province's wholesale distributor of non-medicinal cannabis. Licensing and monitoring of private retail stores will be
the responsibility of the Liquor Control and Licensing Branch. In February 2018, the Government of British Columbia released further details about proposed
cannabis regulation in the province. Adults will be allowed to use cannabis in places where tobacco smoking and vaping are permitted, but will be banned from
smoking and vaping in areas frequented by children including beaches, parks and playgrounds, and the use of cannabis in any form will be banned for all
occupants in vehicles. British Columbia will allow personal cultivation of up to four cannabis plants per household, but the province will allow landlords to
prohibit home cultivation.
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Alberta
Alberta Bill 26, An Act to Control and Regulate Cannabis, and Bill 29, An Act to Reduce Cannabis and Alcohol Impaired Driving, received royal assent on
December 15, 2017 and will come into force on proclamation. Sections 1-16 of Bill 29 have been proclaimed in force April 8, 2018. Bill 26 amends the Gaming
and Liquor Act and will allow for the purchase of cannabis through privately run retail stores and government-operated online sales. The Alberta Gaming and
Liquor Commission will be the sole wholesale distributor in the province. Consumption of cannabis will be allowed anywhere that tobacco consumption is
permitted, but cannabis use will be banned in vehicles. Smoking and vaping cannabis will be prohibited on hospital, school or child care properties, and within
prescribed distances of areas such as playgrounds, sports fields and outdoor pools. Albertans will be allowed to grow up to four plants per household, and there
will be a possession limit of 30 grams of cannabis in a public place. The Regulations to the Gaming and Liquor Act were amended to include regulations related
to cannabis on February 15, 2018 and will come into force upon the coming into force of Bill 26.
Saskatchewan
The Government of Saskatchewan has announced that both wholesaling and retailing of recreational cannabis will be conducted by private companies, and
will be regulated by the Saskatchewan Liquor and Gaming Authority. The Saskatchewan Liquor and Gaming Authority will issue approximately 60 retail permits
to private stores located in roughly 40 municipalities and First Nations across the province. Municipalities will have the option of opting out of having a cannabis
store if they choose, and so far five municipalities have opted out. On March 14, 2018, Bill 121, Cannabis Control (Saskatchewan) Act (the "Saskatchewan Act")
had its first reading. The Saskatchewan Act sets a minimum age for cannabis consumption of 19. The Saskatchewan Act also restricts possession to 30 grams in
public or four cannabis plants for personal use, and restricts consumption to private places except as exempted by regulation. The Government of Saskatchewan
has said that they intend to adopt the federal rules around home growing, with a limit of four plants per household. Bill 112, The Miscellaneous Vehicle and
Driving Statutes (Cannabis Legislation) Amendment Act, 2017 had its first reading on November 28, 2017 and amends the province's impaired driving laws.
Manitoba
The Government of Manitoba has adopted a "hybrid model" for cannabis sales, whereby the retail sale of cannabis will be conducted by private retailers
under the regulation and supervision of the Manitoba Liquor and Gaming Authority, and the supply of cannabis in the province will be secured and tracked by the
Manitoba Liquor and Lotteries Corporation. Bill 11, The Safe and Responsible Retailing of Cannabis Act (Liquor and Gaming Control Act and Manitoba Liquor
and Lotteries Corporation Act Amended) had its first reading on December 5, 2017. Following an application process between November and December 2017,
the Government of Manitoba selected four groups to operate retail sales of cannabis in the province. Bill 11 will prohibit individuals from growing cannabis at
their place of residence. The Government of Manitoba has also passed The Cannabis Harm Prevention Act (Various Acts Amended) to address health and safety
concerns connected with legalized cannabis consumption, which include the prohibition against consuming cannabis in vehicles and against smoking cannabis in
enclosed public places. Bill 11 also prohibits the consumption of cannabis in any manner in a cannabis retail store. On March 20, 2018, the Government of
Manitoba also announced a proposal to prohibit smoking and vaping cannabis in outdoor public places.
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Ontario
On September 8, 2017, the Government of Ontario announced its proposed retail and distribution model of legalized recreational cannabis to be modelled on
the current Liquor Control Board of Ontario ("LCBO") framework. On December 12, 2017, the Government of Ontario passed the Ontario Cannabis Retail
Corporation Act, 2017 ("OCRCA") and the Cannabis Act, 2017 (Ontario), which will regulate the lawful use, sale and distribution of recreational cannabis. The
OCRCA is already in force, but the Cannabis Act, 2017 (Ontario) is expected to come into force at the same time as federal legalization.
The new Ontario legislation will, among other matters:
•

create a subsidiary of the LCBO, known as the Ontario Cannabis Store, to manage the distribution of recreational cannabis through stand-alone
stores and an LCBO-controlled online order and distribution service, which together, will comprise the only channels through which consumers
will be able to legally purchase recreational cannabis in Ontario;

•

ban the use of recreational cannabis in public places, workplaces and motor vehicles, as is the case with alcohol (restrictions relating to
consumption of medical cannabis are covered under the Smoke-Free Ontario Act); and

•

create significant penalties for non-compliance.

Other details of Ontario's approach will be set out in regulations to the Cannabis Act, 2017 (Ontario). Some initial regulations have already been published
and additional regulatory proposals were published for public comment on January 18, 2018.
Québec
Québec Bill 157, An Act to constitute the Société québécoise du cannabis, to enact the Cannabis Regulation Act and to amend various highway safetyrelated provisions, was introduced in November 2017 and had its second reading on February 13, 2018. Bill 157 will amend the Act respecting the Société des
alcools du Québec to create a government agency to regulate cannabis sales as a parallel organization to the existing government-controlled alcohol retailer
commonly known in the province as the "SAQ". Initial reports from the Government of Québec indicate that 15 government-run dispensaries will be opened
initially, with up to 150 additional dispensaries to open within the following two years. Bill 157 will also enact the Cannabis Regulation Act which, among other
things, will prohibit the cultivation of cannabis for personal purposes, and will limit cannabis consumption outside of private residences and other designated
closed smoking rooms.
New Brunswick
The Government of New Brunswick has introduced three bills related to cannabis: the Cannabis Control Act, the Cannabis Management Corporation Act,
and the Cannabis Education and Awareness Fund Act. All three bills received royal asset on March 16, 2018. The Cannabis Management Corporation Act will
establish a Crown corporation to oversee and regulate the distribution and sale of cannabis in the province. Retail sales of recreational cannabis will be conducted
through a subsidiary of the New Brunswick Liquor Corporation. The Cannabis Control Act will limit the consumption of cannabis to private dwellings, vacant
land, or other places prescribed by regulation.
Newfoundland and Labrador
In November 2017, the Government of Newfoundland and Labrador announced that recreational cannabis will be sold through private stores, with the
Crown-owned liquor corporation overseeing the distribution to private sellers who will sell it to consumers. Bill 23, An Act to Amend the Liquor
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Corporation Act, had its second reading on November 23, 2017 and will give the Newfoundland and Labrador Liquor Corporation the authority to license and
regulate private retailers. The Government of Newfoundland and Labrador has stated that the Newfoundland and Labrador Liquor Corporation will control the
possession, sale and delivery of cannabis, and set prices. It will also be the initial online retailer and will sell cannabis products in isolated communities. The
Government of Newfoundland and Labrador has issued a request for proposals for private retailers. The Government of Newfoundland and Labrador has said that
consumption of cannabis will be restricted to private residences, and it has not made any indication that it will deviate from the federal rules allowing for the
growth of four cannabis plants per household.
Prince Edward Island
Following public consultation, the Government of Prince Edward Island has developed a proposed framework for the regulation of cannabis, although it has
not yet tabled any cannabis bills. Cannabis will be sold through dedicated government-owned retail locations, and the government has identified four initial
locations for retail stores based on population density. Based on the sales in those locations, the government will plan future expansion. Cannabis consumption
will be restricted to private residences, with the possibility for other designated spaces in the future.
Yukon
The Government of Yukon tabled Bill 15, the Cannabis Control and Regulation Act, on March 8, 2018. The act would allow the government to designate the
Yukon Liquor Corporation to distribute and regulate the sale of cannabis in the territory. Retail sales of recreational cannabis will be conducted by a combination
of private stores and stores owned by the Yukon Liquor Corporation. Bill 15 would prohibit the consumption of cannabis outside of a private dwelling-house.
The Northwest Territories
The Government of the Northwest Territories has tabled Bill 6, the Cannabis Legalization and Regulation Implementation Act. It is proposed that the
Northwest Territories Liquor Commission will be responsible for the distribution and sale of cannabis and that cannabis will initially be sold in existing liquor
stores. Smoking cannabis will be prohibited in public places, subject to exceptions in the regulations. Communities in the Northwest Territories will be able to
hold a plebiscite to prohibit cannabis, similar to the options currently available to restrict alcohol.
Nunavut
Although it has not yet tabled any cannabis bills, the Government of Nunavut has proposed that the sale of cannabis products will be overseen by the
Nunavut Liquor Commission, but that the Commission will be allowed to outsource certain operations (including retail sales) to private third party "agents". The
government is proposing to allow sales in physical stores and online. The government has also proposed that cannabis consumption should only be allowed in
private homes and in some designated public spaces where tobacco smoking is allowed.
Licenses and Regulatory Framework in Australia
Legislation to permit the cultivation of cannabis for medicinal and related research purposes was passed by the Australian Parliament on February 29, 2016,
with amendments related to licensed domestic cultivation coming into effect on October 30, 2016.
Access by patients to medical cannabis in Australia is highly regulated. The two principal governmental agencies which oversee the federal medicinal
cannabis regime are the Therapeutic Goods Administration, and the Office of Drug Control (the "ODC"), (although there is also a secondary level
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of permits issued by state level governments). Similar to the legislation in Canada, the legislation which governs the use of medical cannabis in Australia creates
exemptions to existing narcotic control laws which permit patients to access cannabis through a prescribed process under the supervision of a treating physician,
known as the "Special Access Scheme".
In order to cultivate, produce and manufacture medicinal cannabis and medicinal cannabis-related products in Australia, a license granted by the Australian
federal government is required. There are three categories of licenses relating to the cultivation and manufacture of cannabis-derived medications—cultivation,
production and manufacturing. Cultivation and production permits regulate matters such as the types of cannabis plants that can be cultivated and the quantities of
cannabis and cannabis resin that can be produced. Manufacturing permits regulate the types and quantities of drugs that can be manufactured. The ODC grants
such licenses to applications after an application and review process. The ODC also grants specific cannabis research licenses for research activities relating
to cannabis.
In order to export cannabis from Canada to Australia for sale through licensed channels, an applicant is required to obtain permits in both Canada and
Australia. In Australia, the ODC issues import licenses to an applicant which is capable of receiving and storing narcotics and issues import permits that authorize
the import of specific shipments of cannabis or cannabis derived medication into Australia. In Canada, Health Canada issues export licenses under the ACMPR.
Assuming an applicant has obtained the necessary Australian import license and permit, and is otherwise in compliance with applicable laws (including export
laws of its local jurisdiction), it may import its products into Australia for sale.
Cronos Australia Licenses
Cronos Australia was granted a medicinal cannabis cultivation license under Section 8F and a cannabis research license under Section 9J of the Narcotic
Drugs Act 1976 by the ODC (the "Cronos Australia Licenses"). Cronos Australia is awaiting the grant of the cannabis manufacturing license for the
manufacturing and processing of cannabis-related products (e.g., cannabis resin and cannabis oil) and an import license from the ODC. The manufacturing and
import licenses have been applied for and are awaiting approval from the ODC. The ODC has not provided a timeline for its review and approval process.
The medicinal cannabis cultivation license has an effective term from January 31, 2018 to January 30, 2019 and authorizes Cronos Australia to cultivate
cannabis plants, to produce cannabis and cannabis resin and to package, transport, store, possess, test and control cannabis plants, cannabis and cannabis resin.
The medicinal cannabis research license has an effective term from January 31, 2018 to January 30, 2019 and authorizes Cronos Australia to undertake, for
the purposes of research, cultivation of cannabis plants, production of cannabis or cannabis resin and the packaging, transport, storage, possession and control of
cannabis plants, cannabis and cannabis resin.
Under the Narcotic Drugs Act 1967 and the Narcotic Drugs Regulation 2016, a medicinal cannabis cultivation and cannabis research license holder is
required to comply with several conditions and requirements under the act and the regulations, including:
•

Security: license holders are required to demonstrate experience and capabilities to ensure employee and community safety during the production
of medicinal cannabis. This includes the physical security of the premises and facilities. License holders must provide a detailed security plan
highlighting a sophisticated infrastructure to ensure compliance with state and federal security requirements. The license holder must also provide
detailed evidence of established
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relationships and engagement with any third-party providers, including but not limited to security monitoring stations, waste management
services, and transportation/distribution services.
•

Personnel: license holders are required to detail their process for identifying and maintaining suitable staff for the period of their license, to
mitigate potential risks and to ensure compliance at all times under the Narcotic Drugs Act 1976. This includes establishing a proven staffing
policy with specific requirements for new employees and continuous checks of existing employees.

•

Record-keeping: license holders are required to provide detailed processes and solutions for maintaining pertinent records for the reconciliation
and oversight of all activities, produced batches, and cannabis sales. The license holder is required to demonstrate a thorough understanding of
operational workflow with controlled substances, provide insight into the stages at which records are taken and the systems through which those
records are taken and maintained.

•

Quality assurance: license holders are required to demonstrate their commitment to quality control and quality assurance for the products being
produced by providing detailed plans and standard operating procedures for facility design, workflow, sanitation, and control check-points. The
license holder is also required to show established agreements with testing facilities, as well as detailed descriptions of the types of product testing
being performed.

•

Corporate control: individuals who will have control over the organization, including but not limited to directors, officers and majority
shareholders, must complete national criminal record checks. The individual must show evidence of the contractual obligation to one another and
to the organization. These individuals are required to complete ongoing record checks at regular intervals, and any changes to the structure must
be submitted and approved by the ODC. Those issued a license have demonstrated that key stakeholders meet the strict requirements set forth by
the ODC.

•

Commitment to on-going research (in relation to the cannabis research license): license holders are required to provide a full and complete
research proposal before they can be issued a cannabis research license. The research proposal is reviewed in its entirety, and identifies the thirdparties and committees who will be involved in the research, and analyses of the results, to be undertaken at the premises. The ODC and delegates
review these research proposals for efficacy and ensure that the research aligns with the objectives of advancing the Australian medicinal cannabis
industry.

Licenses and Regulatory Framework in Israel
In March 2017, the Israeli Health Ministry announced a new cannabis licensing regime, under which new market entrants were encouraged to apply for
various licenses which were no longer vertically integrated. Previously, in June 2016, alongside the growing use and demand for medical cannabis, the Israeli
government published Resolution No. 1587, which established a new regulatory framework for the "medicalization" of cannabis. The competent regulatory
authority in Israel is the Medical Cannabis Unit of the Israeli Ministry of Health (the "Yakar").
Since March 2017, the Yakar has issued a number of provisional cultivation licenses to applicants to develop production facilities. Final approvals for all
stages of the cultivation, production, marketing and distribution of cannabis products are subject to compliance with all regulatory requirements. This process
involves agricultural, security and production protocols and standards. Once applicants have completed construction of their production facilities and meet all
required agricultural and security rules the Yakar will grant approval to commence and conduct actual cannabis operations.
In addition to servicing the domestic market, the Yakar has stated its intention to make Israeli cannabis products available for export. Regulations related to
this particular issue are under
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consideration. Under the proposed regulations those who receive a permit to grow cannabis would be permitted to export cannabis products to countries that
permit the use of medical cannabis.
In February 2018, Israeli Prime Minister Benjamin Netanyahu suspended the progress of reforms to allow the export of medical cannabis (the "Export
Amendment") pending reviews by the Ministry of Health and the Chairman of the National Economic Council (the "NEC"). The NEC Chairman was instructed
to conduct an economic feasibility report, while the Ministry of Health was to prepare an independent review to assess the risk of diversion of cannabis exports to
recreational markets.
On March 7, 2018, a bill to decriminalize the recreational use of cannabis (the "Recreational Bill"), imposing fines rather than criminal penalties for firstand second-time possession offenses, unanimously passed its first reading at the Israeli Parliament (the "Knesset"). The preliminary reading of the Recreational
Bill in early February 2018 included the Export Amendment, which unanimously passed the preliminary reading along with the remainder of the Recreational
Bill. However, the Export Amendment will need to be passed by the Knesset Labor, Welfare and Health Committee before it can continue to its first reading.
Until exports are permitted under applicable Israeli law, products from Cronos Israel will be distributed domestically in the local Israeli market.
The Company does not anticipate that these developments will affect the Company's strategic objectives or anticipated timelines in relation to Cronos Israel.
Currently in Israel, medical cannabis is provided to patients on a "direct to patient" distribution model, whereby patients purchase medical cannabis directly
from authorized medical cannabis suppliers.
Cronos Israel Licenses
In early 2017, the Yakar granted Gan Shmuel preliminary licenses ("Israel Codes") to establish four distinct cannabis commercial operations:
(1) propagation and breeding, (2) commercial cannabis cultivation, (3) extraction, formulation and packaging and (4) patient care and distribution. These Israel
Codes are preliminary licenses granted to successful applicants to construct facilities for cannabis operations. Applicants at this stage are not yet officially
permitted to propagate, cultivate, process or distribute cannabis until the nursery, cultivation and manufacturing facilities are constructed and pass inspections by
the Yakar, after which point, assuming the facilities pass inspections, the Yakar will issue the final cannabis licenses for each operation.
Gan Shmuel is in the process of obtaining approval from the Yakar to transfer the Israel Codes to Cronos Israel. After construction of the greenhouse
(for nursery and cultivation operations) and the manufacturing facility is completed, (for extraction, production and packaging operations), the facilities will be
inspected by the Yakar against various requirements and protocols set out in the directives promulgated under Resolution No. 1587 (including security standards,
quality standards of cultivation, manufacturing and storage / delivery). Assuming the facilities pass the inspection, Cronos Israel expects to receive the final
cannabis licenses for each of the operations from the Yakar.
Regulatory Framework in Germany for Imports
The current regulatory regime in Germany permits the import of cannabis plants and plant parts for medicinal purposes under State control subject to the
requirements under the United Nations Single Convention on Narcotic Drugs of 1961 ("UN Single Convention"). Current German legislation does not set up
quantitative restrictions on imports, but requires importers to be licensed under the Federal Narcotics Act (Betäubungsmittelgesetz, "BtMG"). Any person
wishing to cultivate, produce or trade in narcotic drugs, or without engaging in their trade, to import, export, supply, sell, otherwise place them on the market, or
acquire narcotic drugs, requires a license issued by the Federal Institute
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for Drugs and Medical Devices (the "BfArM"). Permissions under such a license may be restricted in relation to:
(1)

the kind of narcotic drugs and of the trade in narcotic drugs;

(2)

the annual quantity and the stock of narcotic drugs;

(3)

the location of the sites; and

(4)

the production process and the starting, intermediate and finished products involved, even if they are not narcotic drugs.

In addition to a narcotics import license, an importer, in each case, is required to submit an application for import authorization to the BfArM. Applications
for import permits must include the specifics of the contemplated shipment. Import permits are issued on a shipment-specific basis and have a three-month
validity period. The import permit, once granted, will specify, among other details, for each shipment:
(1)

the importer;

(2)

the exporter;

(3)

for every narcotic to be imported:

a.

the central pharmaceutical number (if available);

b.

the number of package units;

c.

the number of dosage units; and

d.

the name of the narcotic and concentration of active substances.

Medicinal cannabis imported under the UN Single Convention subject to a license under the BtMG is placed on the market for the final consumer by
pharmacists as individual preparation upon individual prescription. Typical preparations are for inhalation upon evaporation or as teas. Medical doctors may issue
prescriptions of dried cannabis flowers of up to 100,000 mg, or 1,000 mg of cannabis extracts—the latter on a THC content basis—per patient each month.
Cannabis extracts stemming from production for medicinal purposes under the UN Single Convention may be lawfully manufactured in or imported to
Germany, subject to a license under the BtMG. Prescriptions by medical doctors are limited to 1,000 mg on a THC content basis per patient and month. Cannabis
oils for patient use may be prepared in pharmacies from oils delivered as starting materials.
Exports to Germany by Peace Naturals
Peace Naturals exports dried cannabis flower to Germany under Subdivision G of the ACMPR and pursuant to export permits issued by Health Canada for
each shipment. Health Canada requires Licensed Producers to submit copies of valid import permits issued by a competent authority in the country of destination
in each application for an export permit. Import permits for shipments are applied for and obtained by Pohl from the BfArM and once such import permits are
received, Peace Naturals applies for and obtains export permits from Health Canada prior to export to Germany.
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CONSOLIDATED CAPITALIZATION
There have been no material changes in the consolidated share and loan capital of the Company since September 30, 2017, the date of the Interim Financial
Statements, with the exception of the 10,733,333 Common Shares issued pursuant to the November 2017 Bought Deal and January 2018 Bought Deal (together,
the "Previous Bought Deals"). As at the date hereof, the Company has 161,632,481 Common Shares issued and outstanding. Upon completion of the Offering,
there will be an aggregate of · Common Shares issued and outstanding ( · Common Shares outstanding if the Over-Allotment Option is exercised in full).
See "Prior Sales".
The following table sets forth the Company's cash, total debt and shareholders' equity, in each case, as at September 30, 2017 on: (i) an actual basis; (ii) on
an as adjusted basis after giving effect to the Previous Bought Deals; and (iii) on an as adjusted basis after giving effect to both the Previous Bought Deals and
the Offering.
As at September 30, 2017

Actual

Cash
Total Debt(4)
Shareholders' Equity
Share Capital
Warrants
Contributed Surplus
Accumulated Deficit
Accumulated Other Comprehensive Income
Shareholders' Equity

$ 16,534,420 $
5,890,584
67,566,497
3,364,271
1,638,202
(5,787,674)
739,072
67,520,368

As adjusted after
giving effect to the
Previous Bought
Deals(1)(2)

75,989,420 $
5,890,584
127,021,497
3,364,271
1,638,202
(5,787,674)
739,072
126,975,368

As adjusted after
giving effect to the
Previous Bought
Deals and the
Offering(1)(2)(3)

·
5,890,584
·
3,364,271
1,638,202
(5,787,674)
739,072
·

Notes:
(1)

Not including the Common Shares issued pursuant to the exercise of stock options and purchase warrants since September 30, 2017. See
"Prior Sales".

(2)

After deducting the underwriters' fee of $1,034,999.91 for the November 2017 Bought Deal and $2,760,000.08 for the January 2018
Bought Deal, but before deducting the expenses related thereto and without giving effect to the use of the net proceeds thereof. See "Use
of Proceeds—November 2017 Bought Deal" and "Use of Proceeds—January 2018 Bought Deal".

(3)

Assuming the Over-Allotment Option is not exercised, and after deducting the Underwriters' Fee, but before deducting the expenses of
the Offering.

(4)

Total Debt is comprised of current indebtedness and the construction loan payable. See the Interim Financial Statements.

The above should be reviewed in conjunction with the Interim Financial Statements and Interim MD&A of the Company.
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USE OF PROCEEDS
Proceeds
The net proceeds to the Company from the Offering are estimated to be $ · , after deducting the payment of the Underwriters' Fee of $ · , but before
deducting the expenses of the Offering. If the Over-Allotment Option is exercised in full, the net proceeds to the Company from the Offering are estimated to be
$ · , after deducting the Underwriters' Fee of $ · , but before deducting the expenses of the Offering.
Principal Purposes
The Company is conducting the Offering in order to take advantage of continuing favourable market conditions. The Company intends to use $15,000,000
for capital expenditures relating to international operations and capacity expansion, and the remaining net proceeds of the Offering for general working capital
purposes, including working capital for the Company's international operations, and as capital on hand for potential new investment opportunities.
The Company's plans for capital expenditures for international expansion of operations and capacity currently comprise of Cronos Australia and
Cronos Israel.
Cronos Australia
The Company expects to use $10,000,000 of the net proceeds of this Offering for its proportionate share of capital expenditures relating to construction and
operating expenses of Cronos Australia in connection with Phase I of Cronos Australia. In Phase I, Cronos Australia is planning to construct a 20,000 sq. ft.
purpose built facility that is expected to produce up to 2,000 kilograms of cannabis annually. With $10,000,000 of the net proceeds of this Offering, subject to
construction cost overruns and construction delays due to unforeseen events which the Company is unable to anticipate at this point in time, the Company
anticipates that its proportionate share of the construction costs of the facility in Phase I will be fully funded. The Company expects construction to commence in
summer 2018 and for construction of the facility in Phase I to be completed in the first half of 2019.
Cronos Israel
The Company expects to use $5,000,000 of the net proceeds of this Offering to purchase equipment for use in Cronos Israel's greenhouse and manufacturing
facility for Phase I of Cronos Israel. Cronos Israel is in the process of finalizing design and construction plans and, based on the most recent designs and plans,
the Company anticipates requiring the $5,000,000 to cover the costs of certain equipment required for the greenhouse and manufacturing facility, including
HVAC, irrigation and fertigation systems. With $5,000,000 of the net proceeds of this Offering plus $10,000,000 of the net proceeds from the January 2018
Bought Deal, subject to construction cost overruns and construction delays due to unforeseen events which the Company is unable to anticipate at this point in
time, the Company anticipates that the construction and purchase of equipment for the greenhouse and manufacturing facility for Cronos Israel Phase I will be
fully funded. Cronos Israel has commenced initial construction work and anticipates completing the construction of the Cronos Israel greenhouse and
manufacturing facility in the first quarter of 2019.
New investment opportunities and general working capital
The remaining net proceeds, including any net proceeds realized from the exercise of the Over-Allotment Option, will be used for general working capital
purposes, including general working capital for the Company's international operations. In addition to requiring funds for general working capital purposes, the
Company believes it prudent to have capital on hand for new investment
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opportunities, which may include establishing new international distribution channels in jurisdictions where there is a federal legal framework for medical
cannabis, including the associated costs of compliance with applicable regulatory requirements, and strategic R&D projects and initiatives. While the Company
has not identified specific investments or projects it wishes to undertake, the Company believes it to be in its best interests to have access to capital for
deployment as previously unknown opportunities arise. At the present time there is insufficient information available to precisely determine what capital will be
needed for new investment opportunities, however, where warranted by the opportunities available, the Company may allocate part of the net proceeds of the
Offering to pursue such opportunities.
As the ACMPR permits Licensed Producers to export their intellectual property and genetics to other jurisdictions (subject to all applicable import and
export permits and requirements), the Company is focused on developing international alliances and expansion in order to establish new international distribution
channels. While the Company continues to evaluate potential new international distribution channels, the Company has not yet entered into definitive agreements
in respect of any new international distributions channels. There can be no assurances that any of the new international distribution channels being evaluated by
the Company will ultimately be pursued and, if pursued, what the timing, regulatory costs for compliance (including costs relating to obtaining the applicable
import and export permits from Health Canada) and other working capital requirements may be. The Company may allocate part of the net proceeds of the
Offering to pursue such international opportunities.
All of the Company's current international activities are only in jurisdictions where a federal legal framework has been established for medical cannabis and
such activities are in accordance with export permits issued to the Company by Health Canada. The Company will consider future international medical cannabis
opportunities only to the extent that a federal legal framework develops for any such opportunities in the applicable jurisdiction. It is a policy of the Company that
the Company will not carry on any U.S. cannabis-related activities or make material investments, directly or indirectly, in any business that carries on, directly or
indirectly, any U.S. cannabis-related activities or any cannabis activities in any other jurisdiction where the sale of cannabis is federally unlawful.
In conjunction with the Company's operational activities both domestically and internationally, the Company will also pursue R&D initiatives and the
Company may utilize part of the net proceeds from the Offering to pursue such initiatives. While the Company regularly evaluates various R&D initiatives and
collaboration projects, the Company has not yet determined to pursue any particular R&D initiative requiring the use of any of the remaining net proceeds of the
Offering. As certain R&D initiatives may require an immediate upfront capital commitment or one or more additional immediate capital commitments during the
course of a particular R&D initiative, the Company believes it is important to have funds available to quickly and flexibly pursue R&D initiatives. The Company
expects to continue to evaluate potential R&D initiatives, including through continued discussions with outside research organizations and healthcare
organizations, and to actively pursue other R&D initiatives that present themselves or become available. However, there can be no assurance that any of the R&D
initiatives currently being evaluated by the Company or that may otherwise become available will ultimately be pursued and, if pursued, what the terms, capital
requirements or timing of any such initiatives would be.
Additional Information
The Company may reallocate the net proceeds of the Offering as market and regulatory indicators warrant in light of the anticipated legalization of a national
recreational cannabis market and the legalization of medical cannabis in jurisdictions outside of Canada.
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Until applied, the net proceeds of the Offering will be held as cash balances in the Company's bank account or invested in certificates of deposit and other
instruments issued by banks or obligations of or guaranteed by the government of Canada or any province thereof.
The above-noted allocation represents the Company's intention with respect to its use of proceeds based on current knowledge, planning and expectations of
management of the Company. Actual expenditures may differ from the estimates set forth above. There may be circumstances where, for sound business reasons,
the Company reallocates the use of proceeds. See "Risk Factors—Risks relating to our Common Shares and this Offering—We have broad discretion in the use of
net proceeds from this Offering and may not use them effectively".
During the fiscal year ended December 31, 2016 and the nine month period ended September 30, 2017, the Company had negative cash flow from operating
activities. Although the Company anticipates that it will have positive cash flow from operating activities in future periods, the Company cannot guarantee that it
will have a cash flow positive status. To the extent that the Company has negative cash flow in any future periods, certain of the proceeds from the Offering may
be used to fund such negative cash flow from operating activities. See "Risk Factors—Risks Related to the Industry and Our Business—We may not be able to
secure adequate or reliable sources of funding required to operate our business".
January 2018 Bought Deal
Below is a reconciliation of the manner in which the net proceeds from the January 2018 Bought Deal were used by the Company compared to the disclosure
in the Company's final short form prospectus dated January 18, 2018 (the "January 2018 Final Prospectus").
Disclosure in the January 2018 Final Prospectus

Use of Proceeds

$5,000,000 for R&D initiatives, including cannabinoid production research
and clinical trials.

The Company applied approximately $500,000 of the net proceeds of the
January 2018 Bought Deal to R&D initiatives, including cannabinoid
production research.
The remaining approximately $4,500,000 allocated for R&D initiatives in the
January 2018 Final Prospectus has been set aside for ongoing research in
product formulation, clinical trials, and cannabinoid production research and
are expected to be applied in 2018.

$30,000,000 for expanding production capacity, including: (i) the continued
expansion of production capacity at Building 4 and the Greenhouse; and
(ii) the construction of Cronos Israel's production facilities and general
working capital for Cronos Israel operations.

The Company applied approximately $13,400,000 of the net proceeds of the
January 2018 Bought Deal for expanding production capacity, including
$12,300,000 on general construction costs and deposits on equipment for the
continued construction of Building 4 and the Greenhouse, $1,000,000 on
clearing the land, and deposits on the greenhouse and equipment relating to
Cronos Israel's production facilities and $100,000 on general working capital
for Cronos Israel operations.
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Disclosure in the January 2018 Final Prospectus

Use of Proceeds

The remaining approximately $16,600,000 allocated for expanding
production capacity in the January 2018 Final Prospectus has been set aside
for the continued construction of Building 4 and the Greenhouse, and the
ongoing construction costs for Cronos Israel.
The remaining net proceeds for general working capital purposes which may
include establishing new international distribution channels in jurisdictions
where there is a federal legal framework for medical cannabis and the
associated costs of compliance with applicable regulatory requirements.

The Company applied approximately $1,800,000 of the net proceeds of the
January 2018 Bought Deal to general working capital.
The remaining approximately $6,300,000 (which does not account for the
Company's expenses in relation to the January 2018 Bought Deal) has been
set aside for continued general working capital purposes.

November 2017 Bought Deal
Below is a reconciliation of the manner in which the net proceeds from the November 2017 Bought Deal were used by the Company compared to the
disclosure in the Company's final short form prospectus dated November 3, 2017 (the "November 2017 Final Prospectus").
Disclosure in the November 2017 Final Prospectus

Use of Proceeds

$7,000,000 for expanding production at Peace Naturals. This includes
general construction costs, the contractor's management fees, labor costs,
material (e.g. structural steel, roofing material, and paneling) and equipment
(e.g. irrigation, generators) for the continued construction of Building 4 and
the Greenhouse.

The Company applied approximately $10,100,000 of the net proceeds of the
November 2017 Bought Deal plus an additional $600,000 from operations,
for a total of $10,700,000 to general construction costs and deposits on
equipment for the continued construction of Building 4 and the Greenhouse.
Such amount represents the $7,000,000 allocated for such use in the
November 2017 Final Prospectus, plus an additional amount equal to
approximately $3,100,000 from the net proceeds allocated to general working
capital purposes in the November 2017 Final Prospectus (including
approximately $2,115,000 of the net proceeds from the exercise of the
November 2017 Bought Deal over-allotment option) and an additional
$600,000 from operations.

$3,000,000 for R&D initiatives, including product formulation and the
purchase of associated production equipment.

The Company applied approximately $500,000 for R&D initiatives
associated with plant and process productivity.
The remaining approximately $2,500,000 allocated for R&D initiatives in the
November 2017 Final Prospectus has been set aside for ongoing research in
product formulation, clinical trials, and plant process productivity and are
expected to be applied in 2018.
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Disclosure in the November 2017 Final Prospectus

Use of Proceeds

$3,000,000 for investment in the development of infrastructure for the
anticipated distribution of cannabis pursuant to the Cannabis Act, including
the development of branding and market positioning.

The Company applied approximately $1,000,000 in branding and new
packaging, and consulting support for the development of infrastructure for
distribution of cannabis pursuant to the Cannabis Act.
The remaining approximately $2,000,000, allocated for investment in the
development of infrastructure for the anticipated distribution of cannabis
pursuant to the Cannabis Act has been set aside for costs associated with
obtaining distribution licenses in various provinces, hiring additional sales
staff in connection with such anticipated expanded distribution and additional
product offerings anticipated with recreational use in Canada (e.g., edibles).

The remaining net proceeds for general working capital purposes which may
include establishing new international distribution channels in jurisdictions
where there is a legal framework for medical cannabis and the associated
costs of compliance with Health Canada and other regulatory requirements.

The Company reallocated approximately $3,100,000 (which does not account
for the Company's expenses in relation to the November 2017 Bought Deal)
originally allocated for general working capital purposes in the
November 2017 Final Prospectus (including approximately $2,115,000 of the
net proceeds from the exercise of the November 2017 Bought Deal overallotment option), plus an additional $600,000 from operations, for a total
reallocated amount of $3,700,000 to general construction costs and deposits
on equipment for the continued construction of Building 4 and the
Greenhouse. As a result, no net proceeds from the November 2017 Bought
Deal were allocated to general working capital purposes.
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September 2017 Private Placement
Below is a reconciliation of the manner in which the net proceeds from the September 2017 Private Placement were used by the Company compared to the
disclosure in the Company's news release dated September 18, 2017 (the "September 2017 News Release").
Disclosure in the September 2017 News Release

Use of Proceeds

$15,000,000 will be primary used for working capital and general corporate
purposes and to fund the continued expansion of the Company's production
capacity.

As previously disclosed in the Interim MD&A, the Company had applied
approximately $6,075,000 of the $15,010,002 aggregate net proceeds of the
September 2017 Private Placement as of the date of the Interim MD&A in
the following manner: (i) $3,700,000 for construction and
mechanical/engineering drawings for Building 4; (ii) $225,000 for
renovations and improvements in Peace Naturals' production building
Building 1; and (iii) $2,150,000 for production equipment deposits.
Since the date of the Interim MD&A, the Company has applied the remaining
$8,935,002 net proceeds of the September 2017 Private Placement to general
construction costs relating to the construction of Building 4, as well as
production equipment deposits, including HVAC systems, generators and
fertigation systems.

PLAN OF DISTRIBUTION
Pursuant to an agreement dated effective · , 2018 (the "Underwriting Agreement") between the Company and the Underwriters, the Company has
agreed to issue and sell and the Underwriters have agreed to purchase, as principals, on the Closing Date, or such other date as may be agreed upon by the
Company and the Underwriters, subject to the terms and conditions contained therein, · Shares at the Offering Price, for aggregate gross consideration of
$ · , payable in cash to the Company against delivery of the Shares. The Underwriting Agreement provides that, in consideration of the services of the
Underwriters in connection with this Offering, the Company will pay the Underwriters a fee equal to · % of the gross proceeds of the Offering, equal to
$ · per Share. All fees payable to the Underwriters will be paid on account of services rendered in connection with the Offering and will be paid from the gross
proceeds of the Offering. The Company has also agreed in the Underwriting Agreement to reimburse the Underwriters an amount of up to $ · in respect of
fees and expenses of FINRA counsel to the Underwriters.
The obligations of the Underwriters under the Underwriting Agreement are several (and not joint or joint and several), and may be terminated upon the
occurrence of certain stated events. Such events include, but are not limited to, (a) a material adverse change, financial or otherwise, in the business, operations or
condition (financial or otherwise) of the Company and its subsidiaries (taken as a whole), which, in the reasonable opinion of an Underwriter, would materially
adversely affect the market price or market value of the Common Shares, and (b) any event, action, state, condition or financial occurrence, or any catastrophe, of
national or international consequence, any law or regulation, or any other occurrence of any nature whatsoever, which in the reasonable opinion of an
Underwriter, seriously adversely affects or involves, or will seriously adversely affect or involve, the financial markets in Canada or the United States or the
business, operations or affairs of the Company. If an Underwriter fails to purchase the Shares which it has agreed to purchase, the remaining Underwriter(s)
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may, but are not obligated to, purchase such Shares, provided that if the number of Shares that a defaulting Underwriter(s) agreed but failed to purchase is less
than or equal to · % of the aggregate number of Shares agreed to be purchased by the Underwriters, then the other Underwriters are severally obligated to
purchase the Shares which the defaulting Underwriter or Underwriters failed to purchase, on a pro rata basis or as they may otherwise agree between themselves.
If the aggregate amount of Shares not purchased is greater than · % of the aggregate number of Shares agreed to be purchased by the Underwriters, then each
of the Underwriters shall be relieved of its obligations to purchase its respective percentage of the Shares, subject to the terms and conditions of the Underwriting
Agreement. The Underwriters are, however, obligated to take up and pay for all of the Shares if any of the Shares are purchased under the Underwriting
Agreement.
The Company has granted to the Underwriters an Over-Allotment Option, exercisable, in whole or in part, from time to time, by the Lead Underwriter on
behalf of the Underwriters, until the day that is 30 days following the Closing Date, to purchase up to an additional · Over-Allotment Shares at the Offering
Price to cover the Underwriters' over-allocation position, if any, and for market stabilization purposes. This Prospectus qualifies the grant of the Over-Allotment
Option and the distribution of the Over-Allotment Shares issuable upon exercise of the Over-Allotment Option. A purchaser who acquires Over-Allotment Shares
forming part of the Underwriters' over-allocation position acquires those Over-Allotment Shares under this Prospectus, regardless of whether the over-allocation
position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases.
The terms of the Offering, including the Offering Price, were determined by negotiation between the Company and the Underwriters.
The Offering Price is payable in Canadian dollars only. The Underwriters propose to offer the Shares initially at the Offering Price. After the
Underwriters have made a reasonable effort to sell all of the Shares at the Offering Price, the Offering Price may be decreased and may be further
changed from time to time to an amount not greater than the Offering Price, and the compensation realized by the Underwriters will be decreased by
the amount that the aggregate price paid by purchasers for the Shares is less than the gross proceeds paid by the Underwriters to the Company.
The Company has also agreed to use commercially reasonable efforts to cause each of the directors and executive officers of the Company to enter into lock
up agreements in favour of the Underwriters evidencing their agreement not to, for a period of 45 days following the Closing Date, directly or indirectly, offer,
sell, contract to sell, grant an option to purchase, make any short sale or otherwise dispose of or transfer, or enter into any transaction or arrangement that has the
effect of transferring, in whole or in part, any of the economic consequences of ownership of the Common Shares, or announce its intention to do any of the
foregoing, whether now owned directly or indirectly, or under their control or direction, other than pursuant to the terms of the lock up agreements.
The Company has agreed with the Underwriters that, subject to certain exceptions, it will not, among other things, directly or indirectly, offer, sell or issue
for sale or resale, as the case may be, or publicly announce the issue or sale or intended issue or sale of any Common Shares, or financial instruments or securities
convertible or exchangeable into Common Shares, or publicly announce its intention to do so or file a prospectus or registration statement in respect thereof, for a
period of 90 days after the Closing Date without the prior written consent of the Lead Underwriter and BMO Nesbitt Burns Inc., on behalf of the Underwriters,
which consent shall not be unreasonably withheld, conditioned or delayed.
Pursuant to policy statements of certain securities regulators, the Underwriters may not, throughout the period of distribution, bid for or purchase Common
Shares. The foregoing restriction is subject to certain exceptions including: (i) a bid or purchase permitted under the Universal Market Integrity Rules for
Canadian Marketplaces administered by the Investment Industry Regulatory
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Organization of Canada relating to market stabilization and passive market making activities; (ii) a bid or purchase made for and on behalf of a customer where
the order was not solicited during the period of the distribution; or (iii) transactions in compliance with U.S. federal securities laws. Under the first-mentioned
exception, and in connection with this distribution, the Underwriters may over-allot or effect transactions that stabilize or maintain the market price of the
Common Shares at levels other than those which otherwise might prevail on the open market. If these activities are commenced, they may be discontinued by the
Underwriters at any time. The Underwriters may carry out these transactions on the TSXV, on the NASDAQ, in the over-the-counter market or otherwise.
Subscriptions will be received subject to rejection or allotment, in whole or in part, and the Underwriters reserve the right to close the subscription books at
any time without notice. Closing of the Offering is expected to take place on or about · , 2018, or such other date as may be agreed upon by the Company and
the Underwriters, and, for greater certainty, the Shares (other than the Over-Allotment Shares) are to be taken up by the Underwriters, if at all, on or before a date
not later than 42 days after the date of the receipt of the (final) short form prospectus.
It is anticipated that the Shares will be delivered under the book-based system through CDS or its nominee and deposited in electronic form. A purchaser of
Shares will receive only a customer confirmation from the registered dealer from or through which the Shares are purchased and who is a CDS depository service
participant. CDS will record the CDS participants who hold Shares on behalf of owners who have purchased Shares in accordance with the book-based system.
No definitive certificates will be issued unless specifically requested or required.
Neither the Company nor the Underwriters will assume any liability for: (a) any aspect of the records relating to the beneficial ownership of the Shares held
by CDS or the payments relating thereto; (b) maintaining, supervising or reviewing any records relating to the Common Shares; or (c) any advice or
representation made by or with respect to CDS and those contained in this Prospectus and relating to the rules governing CDS or any action to be taken by CDS
or at the direction of its CDS participants. The rules governing CDS provide that it acts as the agent and depository for the CDS participants. As a result, CDS
participants must look solely to CDS and persons, other than CDS participants, having an interest in the Shares must look solely to CDS participants for payments
made by or on behalf of the Company to CDS in respect of the Common Shares.
It is expected that delivery of the Shares will be made against payment therefor on or about the Closing Date specified on the cover page of this Prospectus,
which will not be two business days following the date of the final Prospectus (this settlement cycle being referred to as "T+2"). Under Rule 15c6-1 of the
Exchange Act, trades in the secondary market are generally required to settle in two business days, unless the parties to any such trade expressly agree otherwise.
Accordingly, purchasers who wish to trade their Shares prior to the Closing Date will be required, by virtue of the fact that the Shares will not settle in T+2, to
specify an alternate settlement cycle at the time of any such trade to prevent a failed settlement. Purchasers of Shares who wish to trade their Shares prior to the
Closing Date should consult their own advisors.
The Offering is being made in each of the provinces of Canada, excluding the province of Québec, and the United States. The Shares will be offered in each
of the relevant provinces of Canada and the United States through those Underwriters or their affiliates who are registered to offer the Shares for sale in such
provinces and the United States and such other registered dealers as may be designated by the Underwriters. Subject to applicable law, the Underwriters may offer
the Shares in such other jurisdictions outside of Canada and the United States as agreed between the Company and Underwriters.
In connection with the sale of the Shares, the Underwriters may receive compensation from us or from purchasers of the Shares for whom they may act as
agents in the form of concessions or
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commissions. Underwriters, dealers and agents that participate in the distribution of the Shares may be deemed to be underwriters and any commissions received
by them from us and any profit on the resale of Shares by them may be deemed to be underwriting commissions under the U.S. Securities Act.
Pursuant to the terms of the Underwriting Agreement, the Company has agreed to indemnify the Underwriters and their directors, officers, employee, and
agents against certain liability and expenses and to contribute to payments the Underwriters may be required to make in respect thereof.
The Company has applied to list the Shares on the TSXV and the NASDAQ. Listing will be subject to the Company fulfilling all of the listing requirements
of the TSXV and the NASDAQ.
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DESCRIPTION OF SECURITIES BEING DISTRIBUTED
Offering
The Offering consists of Shares that are offered at the Offering Price of $ ·

per Share.

Authorized Share Capital
The authorized capital of the Company consists of an unlimited number of Common Shares and an unlimited number of special shares. As of the date of this
Prospectus, there are 161,632,481 Common Shares issued and outstanding, and no special shares issued and outstanding.
Common Shares
The holders of the Common Shares are entitled to one vote per share at all meetings of the shareholders of the Company either in person or by proxy. The
holders of Common Shares are also entitled to dividends, if and when declared by the directors of the Company, and the distribution of the residual assets of the
Company in the event of a liquidation, dissolution or winding up of the Company.
The Common Shares rank equally as to all benefits which might accrue to the holders thereof, including the right to receive dividends, voting powers, and
participation in assets and in all other respects, on liquidation, dissolution or winding-up of the Company, whether voluntary or involuntary, or any other
disposition of the assets of the Company among its shareholders for the purpose of winding up its affairs after the Company has paid out its liabilities. The
Common Shares are not subject to call or assessment rights or any pre-emptive or conversion rights. There are no provisions for redemption, purchase for
cancellation, surrender or purchase of funds.
Dividends
As of the date of this Prospectus, Cronos has not declared dividends and has no current intention to declare dividends on its Common Shares in the
foreseeable future. Any decision to pay dividends on its Common Shares in the future will be at the discretion of Cronos' Board of Directors and will depend on,
among other things, the Company's results of operations, current and anticipated cash requirements and surplus, financial condition, any future contractual
restrictions and financing agreement covenants, solvency tests imposed by corporate law and other factors that the Board of Directors may deem relevant.
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PRIOR SALES
The following table sets forth the details regarding all issuances of Common Shares, including issuances of all securities convertible or exchangeable into
Common Shares, during the 12-month period preceding the date of this Prospectus.
Date

Issuance/Exercise
Price per Security

Type of Security Issued

March 24, 2017
April 4, 2017
April 4, 2017
April 12, 2017
April 12, 2017
April 12, 2017
April 28, 2017
May 25, 2017
May 31, 2017
June 28, 2017
July 17, 2017
July 17, 2017
July 17, 2017
August 23, 2017
August 24, 2017
September 6, 2017
September 25, 2017
September 29, 2017
October 11, 2017
November 8, 2017
November 9, 2017
November 30, 2017
December 28, 2017
December 29, 2017
January 8, 2018
January 11, 2018
January 12, 2018
January 18, 2018
January 18, 2018
January 18, 2018
January 22, 2018
January 24, 2018
February 6, 2018
February 6, 2018
February 6, 2018
February 13, 2018
February 14, 2018
February 14, 2018
February 14, 2018
March 14, 2018
March 14, 2018
March 14, 2018
March 14, 2018
March 16, 2018

Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Options(2)
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Options(2)
Common Shares
Common Shares
Common Shares(3)
Common Shares
Common Shares
Common Shares(4)
Options(2)
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares(5)
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares
Common Shares

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1.15(1)
1.15(1)
1.23(1)
0.31(1)
0.08(1)
3.14
1.15(1)
0.08(1)
0.31(1)
0.08(1)
0.08(1)
0.50(1)
0.31(1)
2.42
0.245(1)
0.245(1)
2.25
1.23(1)
0.08(1)
3.15
3.32
0.08(1)
1.15(1)
0.08(1)
0.08(1)
0.08(1)
1.23(1)
2.42(1)
3.14(1)
0.08(1)
0.08(1)
8.75
1.23(1)
3.14(1)
2.42(1)
1.23(1)
0.245(1)
3.14(1)
2.42(1)
3.14(1)
2.42(1)
0.245(1)
0.31(1)
0.245(1)

Notes:
(1)

This represents the exercise price of the stock options or purchase warrants, as applicable.
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Number of
Securities Issued

171,695
93,000
30,416
350,877
744,198
3,299,000
35,043
165,377
192,982
50,000
248,066
83,333
157,894
2,903,000
2,300,000
48,720
6,671,112
1,250
951,064
5,476,190
200,000
133,022
92,500
55,126
661,508
441,006
8,333
1,041
2,291
1,302,736
483,534
5,257,143
12,500
1,875
2,083
8,300
2,128,112
625
208
2,000
3,000
824,812
766,086
354,685
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(2)

Grant of stock options pursuant to the Company's stock option plan.

(3)

Issued pursuant to the Company's September 2017 Private Placement.

(4)

Issued pursuant to the Company's November 2017 Bought Deal.

(5)

Issued pursuant to the Company's January 2018 Bought Deal.

TRADING PRICE AND VOLUME
The outstanding Common Shares are traded on the TSXV and on the NASDAQ under the trading symbol "CRON".
The following table sets forth the reported intraday high and low prices and monthly trading volumes of the Common Shares on the TSXV for the 12-month
period prior to the date of this Prospectus.
High
Trading Price
($)

Period

March 1 to March 20, 2018
February, 2018
January, 2018
December, 2017
November, 2017
October, 2017
September, 2017
August, 2017
July, 2017
June, 2017
May, 2017
April, 2017
March, 2017

13.39
11.79
14.83
10.43
4.78
3.53
2.72
2.47
2.42
2.30
2.87
3.54
3.46

Low
Trading Price
($)

10.22
5.96
8.01
4.03
3.12
2.60
2.20
2.01
1.70
1.58
2.15
2.45
2.39

Total Volume
for Period

19,991,316
29,666,046
50,873,693
23,194,128
18,706,069
8,876,315
4,279,996
2,805,334
3,897,077
5,983,393
6,169,779
12,012,833
13,904,953

(Source: TMX Datalinx)
The following table sets forth the reported intraday high and low prices and monthly trading volumes of the Common Shares on the NASDAQ for the period
of February 27, 2018, the first trading day of the Common Shares on the NASDAQ, to the date of this Prospectus.
High
Trading Price
(US$)

Period

March 1 to March 20, 2018
February 27 to February 28, 2018

10.38
9.17

Low
Trading Price
(US$)

7.82
7.17

Total Volume
for Period

9,263,637
2,132,235

(Source: Bloomberg)
On March 20, 2018, the last day of trading prior to the date of this Prospectus, the closing price per Common Share on the TSXV and on the NASDAQ was
$10.66 and US$8.19, respectively.
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ELIGIBILITY FOR INVESTMENT
In the opinion of Blake, Cassels & Graydon LLP, counsel to the Company, and Dentons Canada LLP, counsel to the Underwriters, the Shares, if issued on
the date hereof, would be qualified investments under the Income Tax Act (Canada) and the regulations thereunder (the "Tax Act") for a trust governed by a
registered retirement savings plan ("RRSP"), registered retirement income fund ("RRIF"), deferred profit sharing plan, registered education savings plan
("RESP"), registered disability savings plan ("RDSP") or tax-free savings account ("TFSA," and collectively "Registered Plans"), provided the Shares are listed
on a "designated stock exchange," as defined in the Tax Act (which currently includes Tiers 1 and 2 of the TSXV and the NASDAQ).
Notwithstanding the foregoing, if the Shares are a "prohibited investment" (as defined in the Tax Act) for a particular RRSP, RESP, RDSP, RRIF or TFSA,
the annuitant, holder or subscriber of the particular Registered Plan, as the case may be, will be subject to a penalty tax as set out in the Tax Act. The Shares will
not be a "prohibited investment" for such a Registered Plan provided the annuitant of the RRSP or RRIF, or holder of the RDSP or TFSA, or the subscriber of the
RESP, as the case may be, deals at arm's length with the Company for purposes of the Tax Act and does not have a "significant interest," within the meaning of
subsection 207.01(4) of the Tax Act, in the Company. In addition, the Shares will not be a prohibited investment if such securities are "excluded property," for
purposes of the prohibited investment rules, for an RRSP, RESP, RDSP, RRIF or TFSA. Annuitants, holders and subscribers should consult their own tax advisors
as to whether the Shares will be a prohibited investment for such Registered Plans in their particular circumstances.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS
In the opinion of Blake, Cassels & Graydon LPP, Canadian counsel to the Company, and Dentons Canada LLP, Canadian counsel to the Underwriters, the
following is a general summary, as of the date hereof, of the principal Canadian federal income tax considerations under the Tax Act generally applicable to a
holder who acquires, as beneficial owner, Shares pursuant to the Offering. This summary only applies to a holder who, for the purposes of the Tax Act and at all
relevant times: (i) deals at arm's length with the Company and the Underwriters and is not affiliated with the Company or the Underwriters and (ii) acquires and
holds the Shares as capital property (a "Holder"). The Shares will generally be considered to be capital property to a Holder unless they are held in the course of
carrying on a business or were acquired in one or more transactions considered to be an adventure or concern in the nature of trade.
This summary is based upon: (i) the current provisions of the Tax Act in force as of the date hereof; (ii) all specific proposals (the "Tax Proposals") to
amend the Tax Act that have been publicly announced by, or on behalf of, the Minister of Finance (Canada) prior to the date hereof; (iii) the CanadaUnited States Tax Convention (1980), as amended (the "Treaty"); and (iv) counsel's understanding of the current published administrative policies and assessing
practices of the Canada Revenue Agency (the "CRA") made publicly available prior to the date hereof. This summary assumes that all such Tax Proposals will be
enacted in the form currently proposed but no assurance can be given that they will be enacted in the form proposed or at all. This summary does not otherwise
take into account or anticipate any changes in law, administrative policy or assessing practice, whether by legislative, regulatory, administrative, governmental or
judicial interpretation, decision or action, nor does it take into account the tax laws of any province or territory of Canada or of any jurisdiction outside of Canada,
which may differ from the Canadian federal income tax considerations described herein.
Subject to certain exceptions that are not discussed in this summary, for the purposes of the Tax Act, all amounts relating to the acquisition, holding or
disposition of Shares must be determined in
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Canadian dollars based on the rate of exchange quoted by the Bank of Canada on the date such amount arose or such other rate of exchange as may be acceptable
to the CRA.
This summary is not exhaustive of all possible Canadian federal income tax considerations of purchasing, holding or disposing of the Shares.
Moreover, this summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or tax advice to any particular
Holder and no representation with respect to the income tax consequences to any particular Holder is made. This summary does not address the
deductibility of interest on any funds borrowed by a Holder to purchase Shares. Accordingly, Holders are urged to consult their own tax advisors about
the specific tax consequences to them of acquiring, holding and disposing of Shares in their particular circumstances.
Holders Resident in Canada
This portion of the summary applies to a Holder who, for purposes of the Tax Act and at all relevant times, is or is deemed to be a resident of Canada
(a "Resident Holder"). This summary is not applicable to a Resident Holder: (i) that is a "financial institution" within the meaning of the Tax Act (including for
the purposes of the mark-to-market rules in the Tax Act); (ii) that is a "specified financial institution" within the meaning of the Tax Act; (iii) that reports its
"Canadian tax results" within the meaning of the Tax Act in a currency other than the Canadian dollar; (iv) an interest in which is a "tax shelter investment" within
the meaning of the Tax Act; or (v) that enters into or has entered into, with respect to the Shares, a "derivative forward agreement" as that term is defined in the
Tax Act. Such Resident Holders should consult their own tax advisors.
A Resident Holder whose Shares might not otherwise qualify as capital property may, in certain circumstances, be entitled to make the irrevocable election
provided by subsection 39(4) of the Tax Act to have its Shares and every other "Canadian security" (as defined in the Tax Act) owned by such Resident Holder in
the taxation year of the election and in all subsequent taxation years deemed to be capital property. Such Resident Holders should consult their own tax advisors
as to whether an election under subsection 39(4) of the Tax Act is available and/or advisable in their particular circumstances.
Dividends on Shares
A Resident Holder will be required to include in computing its income for a taxation year any taxable dividend received or deemed to be received on the
Shares. In the case of a Resident Holder that is an individual (other than certain trusts), such dividend will be subject to the gross-up and dividend tax credit rules
normally applicable under the Tax Act to taxable dividends received from taxable Canadian corporations. Taxable dividends that are designated by the Company
as "eligible dividends" will be subject to an enhanced gross-up and tax credit regime in accordance with the rules in the Tax Act. There may be limitations on the
ability of the Company to designate dividends as eligible dividends.
In the case of a Resident Holder that is a corporation, the amount of any such taxable dividend that is included in its income for a taxation year will generally
be deductible in computing its taxable income for that taxation year. In certain circumstances, a taxable dividend received by a Resident Holder that is a
corporation may be treated as proceeds of disposition or a capital gain pursuant to the rules in subsection 55(2) of the Tax Act. Corporate Resident Holders should
contact their own tax advisors with respect to the application of these rules in their particular circumstances.
Dispositions of Shares
A Resident Holder who disposes of or is deemed for the purposes of the Tax Act to have disposed of a Share (other than to the Company unless purchased by
the Company in the open market in the manner in which shares are normally purchased by any member of the public in the open market) will
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generally realize a capital gain (or capital loss) in the taxation year of the disposition equal to the amount by which the proceeds of disposition are greater (or are
less) than the total of: (i) the adjusted cost base as defined in the Tax Act to the Resident Holder of the Share immediately before the disposition or deemed
disposition, and (ii) any reasonable costs of disposition. For purposes of determining the adjusted cost base to a Resident Holder of Shares acquired pursuant to
this Offering, the cost of such Shares will be averaged with the adjusted cost base of all other Common Shares (if any) held by the Resident Holder as capital
property immediately before that time.
A Resident Holder will generally be required to include in computing its income for the taxation year of disposition, one-half of the amount of any capital
gain (a "taxable capital gain") realized in such year. Subject to and in accordance with the provisions of the Tax Act, a Resident Holder will generally be
required to deduct one-half of the amount of any capital loss (an "allowable capital loss") realized in the taxation year of disposition against taxable capital gains
realized in the same taxation year. Allowable capital losses in excess of taxable capital gains for the taxation year of disposition generally may be carried back
and deducted in any of the three preceding taxation years or carried forward and deducted in any subsequent taxation year against net taxable capital gains
realized in such taxation years, to the extent and under the circumstances specified in the Tax Act.
If a Resident Holder is a corporation, any capital loss realized on a disposition or deemed disposition of Shares may, in certain circumstances prescribed by
the Tax Act, be reduced by the amount of any dividends which have been received or which are deemed to have been received on such Shares. Similar rules may
apply where a Resident Holder that is a corporation is a member of a partnership or a beneficiary of a trust that owns Shares directly or indirectly through a
partnership or a trust. Resident Holders to whom these rules may be relevant should consult their own tax advisors.
Other Taxes
A Resident Holder that is a "private corporation" or a "subject corporation," each as defined in the Tax Act, will generally be liable to pay a refundable tax
under Part IV of the Tax Act on dividends received on the Shares to the extent such dividends are deductible in computing the Resident Holder's taxable income
for the year.
A Resident Holder that is throughout the relevant taxation year a "Canadian-controlled private corporation" (as defined in the Tax Act) may be liable to pay
an additional refundable tax on its "aggregate investment income" (as defined in the Tax Act) for the year, including taxable capital gains realized on the
disposition of Shares.
Capital gains realized and taxable dividends received by a Resident Holder who is an individual (other than certain trusts) may result in such Resident
Holder being liable for alternative minimum tax under the Tax Act. Such Resident Holders should consult their own tax advisors in this regard.
Holders Not Resident in Canada
This portion of the summary applies to a Holder who, for purposes of the Tax Act and at all relevant times, (i) is not and is not deemed to be a resident of
Canada, and (ii) and does not use or hold, and is not deemed to use or hold, Shares in the course of carrying on, or otherwise in connection with, a business in
Canada (a "Non-Canadian Holder"). Special rules, which are not discussed in this summary, apply to a Non-Canadian Holder that is an insurer carrying on an
insurance business in Canada and elsewhere. Such Non-Canadian Holders should consult their own tax advisors.
Dividends on Shares
Dividends paid or credited or deemed to be paid or credited to a Non-Canadian Holder on the Shares will be subject to Canadian withholding tax. The
Tax Act imposes withholding tax at a rate of
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25% on the gross amount of the dividend, although such rate may be reduced by virtue of an applicable tax treaty. For example, under the Treaty, where dividends
on the Shares are considered to be paid to a Non-Canadian Holder that is the beneficial owner of the dividends and is a U.S. resident for the purposes of, and is
entitled to all of the benefits of, the Treaty (a "Qualifying Person"), the applicable rate of Canadian withholding tax is generally reduced to 15%. The Company
will be required to withhold the applicable withholding tax from any dividend and remit it to the Canadian government for the Non-Canadian Holder's account.
Disposition of Shares
A Non-Canadian Holder will not be subject to Canadian federal income tax under the Tax Act on a capital gain realized on a disposition or deemed
disposition of a Share unless, at the time of disposition, such Share constitutes "taxable Canadian property" to the Non-Canadian Holder for the purposes of the
Tax Act and the Non-Canadian Holder is not entitled to relief under an applicable income tax convention between Canada and the country in which the NonCanadian Holder is resident.
If a Share is listed on a designated stock exchange as defined in the Tax Act (which currently includes Tiers 1 and 2 of the TSXV and the NASDAQ) at the
time of disposition, such Share will generally not constitute "taxable Canadian property" to a Non-Canadian Holder unless, at that time or at any particular time
within the preceding 60 months,
•

25% or more of the issued shares of any class or series of the Company's shares were owned by one or any combination of (1) the Non-Canadian
Holder, (2) persons with whom the Non-Canadian Holder did not deal at "arm's length"(within the meaning of the Tax Act), and (3) partnerships in
which the Non-Canadian Holder or a person described in (2) holds a membership interest directly or indirectly through one or more
partnerships, and

•

more than 50% of the fair market value of the Share was derived directly or indirectly from one or any combination of real or immovable property
situated in Canada, "Canadian resource properties" (as defined in the Tax Act), "timber resource properties" (as defined in the Tax Act), and
options in respect of, or interests in, or for civil law rights in, any such foregoing properties, whether or not such properties exist.

If a Share is taxable Canadian property to a Non-Canadian Holder that is a Qualifying Person, any capital gain realized on a disposition or deemed
disposition of such share will nevertheless generally not be subject to Canadian federal income tax by virtue of the Treaty if the value of the Share at the time of
the disposition or deemed disposition is not derived principally from "real property situated in Canada" for purposes of the Treaty.
A Non-Canadian Holder whose shares may constitute taxable Canadian property is urged to consult with the Non-Canadian Holder's own
tax advisors.
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS FOR U.S. PERSONS
The following is a general summary of certain U.S. federal income tax consequences of the acquisition, ownership and disposition of the Shares that are
applicable to a U.S. Holder, as defined below, with respect to Shares that a U.S. Holder acquires pursuant to this Offering. This discussion is based on the
U.S. Internal Revenue Code of 1986, as amended (the "Code"), Treasury regulations promulgated under the Code ("Treasury Regulations"), administrative
pronouncements or practices, and judicial decisions, all as of the date hereof. Future legislative, judicial, or administrative modifications, revocations, or
interpretations, which may or may not be retroactive, may result in U.S. federal income tax consequences significantly different from those discussed herein. This
discussion is not binding on the U.S. Internal Revenue Service (the "IRS"). No ruling has been or will be sought or obtained from the IRS with respect to any of
the U.S. federal tax consequences discussed herein. There can be no assurance that the IRS will not challenge any of the conclusions described herein or that a
U.S. court will not sustain such a challenge.
This summary does not address the U.S. federal income tax consequences to U.S. Holders subject to special rules, including U.S. Holders that (i) are banks,
financial institutions, or insurance companies, (ii) are regulated investment companies or real estate investment trusts, (iii) are brokers, dealers, or traders in
securities or currencies, (iv) are tax-exempt organizations, (v) hold the Shares as part of hedges, straddles, constructive sales, conversion transactions, or other
integrated investments, (vi) acquire the Shares as compensation for services or through the exercise or cancellation of employee stock options or warrants,
(vii) have a functional currency other than the U.S. dollar, (viii) own or have owned directly, indirectly, or constructively 10% or more of the voting power or
value of the Company, or (ix) are subject to the alternative minimum tax. In addition, this discussion does not address any U.S. federal estate, gift, or other nonincome tax, or any state, local, or non-U.S. tax consequences of the ownership and disposition of the Shares.
As used herein, "U.S. Holder" means a beneficial owner of the Shares that is (i) an individual who is a citizen or resident of the United States for
U.S. federal income tax purposes, (ii) a corporation (or other entity taxable as a corporation for U.S. federal tax purposes) created or organized under the laws of
the United States or any political subdivision thereof, including the States and the District of Columbia, (iii) an estate the income of which is subject to
U.S. federal income tax regardless of its source, or (iv) a trust that (a) is subject to the primary supervision of a court within the United States and for which one
or more U.S. persons have authority to control all substantial decisions or (b) has a valid election in effect under applicable Treasury Regulations to be treated as a
U.S. person.
If a pass-through entity, including a partnership or other entity taxable as a partnership for U.S. federal income tax purposes, holds the Shares, the
U.S. federal income tax treatment of an owner or partner generally will depend on the status of such owner or partner and on the activities of the pass-through
entity. A U.S. person that is an owner or partner of a pass-through entity holding the Shares is urged to consult its own tax advisor.
This summary assumes that the Shares are held as capital assets (generally, property held for investment), within the meaning of the Code, in the hands of a
U.S. Holder at all relevant times.
Ownership and Disposition of the Shares if the Company is a PFIC
Based on current business plans and financial expectations, the Company may be a passive foreign investment company ("PFIC") for the current taxable
year ending December 31, 2018 and may be a PFIC for the foreseeable future. Additionally, the Company may have been a PFIC for the taxable year ending
December 31, 2017. Although treatment of the Company as a PFIC potentially can implicate certain adverse U.S. federal income tax rules, which are described
below under "—Default PFIC Rules," a U.S. Holder can generally mitigate the adverse U.S. federal income tax consequences of holding stock in a PFIC by
making a "qualified electing fund" election (a "QEF Election") or a mark-to-market
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election (a "Mark-to-Market Election") in the first year of the U.S. Holder's holding period for the Shares in which the Company is a PFIC. As discussed below,
as a result of a QEF Election, the U.S. Holder will not be subject to most of the adverse rules and instead will be taxed currently on its proportionate share of the
ordinary income and net capital gains of the Company in any year in which the Company is a PFIC. As a result of a Mark-to-Market Election, the U.S. Holder
will similarly not be subject to most of the adverse rules and instead will be treated for U.S. federal income tax purposes as if such U.S. Holder sold its Shares at
the end of each year, with any gain being taxed as ordinary income and any loss being allowed as deduction to the extent of any previous gain recognized
pursuant to the Mark-to-Market Election for which no such deduction has previously been taken. However, because the U.S. Holder will not be able to make a
Mark-to-Market Election for a Subsidiary PFIC (as defined below) unless the stock of such Subsidiary PFIC is "marketable stock" (as defined below under "—
Mark-to-Market Election), in order to avoid fully the adverse U.S. federal income tax rules described under "—Default PFIC rules", a U.S. Holder that makes a
Mark-to-Market Election would also need to make a QEF Election with respect to such Subsidiary PFIC.
The Company generally will be a PFIC if, for a taxable year, (a) 75% or more of the gross income of the Company is passive income (the "income test") or
(b) 50% or more of the value of the Company's assets either produce passive income or are held for the production of passive income, based on the quarterly
average of the fair market value of such assets (the "asset test"). "Gross income" generally includes all sales revenues less the cost of goods sold. "Passive
income" generally includes, for example, dividends, interest, certain rents and royalties, certain gains from the sale of stock and securities, and certain gains from
commodities transactions, but does not include active business gains arising from the sale of certain commodities.
For purposes of the PFIC income test and asset test described above, if the Company owns, directly or indirectly, 25% or more of the total value of the
outstanding shares of another corporation, the Company will be treated as if it (a) held a proportionate share of the assets of such other corporation and
(b) received directly a proportionate share of the income of such other corporation. In addition, for purposes of the PFIC income test and asset test described
above, and assuming certain other requirements are met, "passive income" does not include certain interest, dividends, rents, or royalties that are received or
accrued by the Company from certain "related persons" (as defined in the Code), to the extent such items are properly allocable to the income of such related
person that is not passive income.
Under certain attribution rules, if the Company is a PFIC, U.S. Holders will generally be deemed to own their proportionate share of the Company's direct or
indirect equity interest in any company that is also a PFIC (a "Subsidiary PFIC"). In order to avoid fully the adverse U.S. federal income tax rules described
under "—Default PFIC Rules," U.S. Holders desiring QEF Election treatment also must make a QEF Election for any Subsidiary PFIC. Additionally, a
U.S. Holder may not make a Mark-to-Market Election with respect to the shares of any Subsidiary PFIC unless the stock of the such Subsidiary PFIC is
"marketable stock" (as defined below under "—Mark-to-Market Election"). Accordingly, if the Company is a PFIC, the only way to avoid the adverse
consequences of PFIC treatment with respect to a Subsidiary PFIC is by making a QEF Election with respect to the Subsidiary PFIC. If a QEF Election is not
made with respect to a Subsidiary PFIC, U.S. Holders could be subject to tax under the PFIC rules notwithstanding their QEF Election with respect to the
Company and even if no distributions from the Company are received and no sales, redemptions or other dispositions of the Shares are made.
If the Company is a PFIC for any tax year during which a U.S. Holder owns the Shares, and the U.S. Holder does not make a QEF Election, the U.S. federal
income tax consequences to such U.S. Holder of the acquisition, ownership, and disposition of the Shares will be as described below under "—Default PFIC
Rules" unless the U.S. Holder makes a Mark-to-Market Election with respect to the Shares as discussed below under "—Mark-to-Market Election." A
U.S. Holder that does not make
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either a QEF Election or a Mark-to-Market Election will be referred to in this summary as a "Non-Electing U.S. Holder."
QEF Election
A U.S. Holder that makes a timely and effective QEF Election for the first taxable year in which its holding period of its Shares begins generally will not be
subject to the unfavorable U.S. federal income tax rules of Section 1291 of the Code discussed below under "—Default PFIC Rules" with respect to its Shares. A
U.S. Holder that makes a timely and effective QEF Election will be subject to U.S. federal income tax on such U.S. Holder's pro rata share of (a) the net capital
gain of the Company, which will be taxed as long-term capital gain to such U.S. Holder, and (b) the ordinary earnings of the Company, which will be taxed as
ordinary income to such U.S. Holder. Generally, "net capital gain" is the excess of (a) net long-term capital gain over (b) net short-term capital loss, and "ordinary
earnings" are the excess of (a) the "earnings and profits" of the Company for the taxable year over (b) its net capital gain for the taxable year. A U.S. Holder that
makes a QEF Election will be subject to U.S. federal income tax on such amounts for each tax year in which the Company is a PFIC, regardless of whether such
amounts are actually distributed to such U.S. Holder by the Company. If a U.S. Holder that made a QEF Election has an income inclusion, such a U.S. Holder
may, subject to certain limitations, elect to defer payment of current U.S. federal income tax on such amounts, subject to an interest charge. If such U.S. Holder is
not a corporation, any such interest paid will be treated as "personal interest," which is not deductible.
A U.S. Holder that makes a timely and effective QEF Election with respect to the Company generally (a) may receive a tax-free distribution from the
Company to the extent that such distribution represents "earnings and profits" of the Company that were previously included in income by the U.S. Holder
because of such QEF Election ("previously taxed income") and (b) will adjust such U.S. Holder's tax basis in the Shares to reflect the amount included in income
or allowed as a tax-free distribution because of such QEF Election. In addition, a U.S. Holder that makes a timely and effective QEF Election generally will
recognize capital gain or loss on the sale or other taxable disposition of the Shares.
The procedure for making a QEF Election, and the U.S. federal income tax consequences of making a QEF Election, will depend on whether such QEF
Election is timely. A QEF Election will be treated as "timely" if such QEF Election is made for the first year in the U.S. Holder's holding period for the Shares in
which the Company was a PFIC. A U.S. Holder may make a timely QEF Election by filing the appropriate QEF Election documents at the time such U.S. Holder
files a U.S. federal income tax return for such year. If a U.S. Holder does not make a timely and effective QEF Election for the first year in the U.S. Holder's
holding period for the Shares, the U.S. Holder may still be able to make a timely and effective QEF Election in a subsequent year if such U.S. Holder also makes
a "purging" election to recognize gain (which will be taxed under the rules of Section 1291 of the Code discussed below) as if such Shares were sold for their fair
market value on the day the QEF Election is effective.
A QEF Election will apply to the tax year for which such QEF Election is timely made and to all subsequent tax years, unless such QEF Election is
invalidated or terminated or the IRS consents to revocation of such QEF Election. If a U.S. Holder makes a QEF Election and, in a subsequent tax year, the
Company ceases to be a PFIC, the QEF Election will remain in effect (although it will not be applicable) during those tax years in which the Company is not a
PFIC. Accordingly, if the Company becomes a PFIC in another subsequent tax year, the QEF Election will be effective and the U.S. Holder will be subject to the
"qualified electing fund" ("QEF") rules described above during any subsequent tax year in which the Company qualifies as a PFIC.
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If the Company determines that it is a PFIC, upon request of a U.S. Holder, the Company intends to provide U.S. Holders with information necessary to
make a QEF Election with respect to the Company. If the Company invests in any Subsidiary PFIC, it cannot guarantee that it will be able to provide the
Shareholder with similar information with respect to such investment if it does not control the Subsidiary PFIC.
A U.S. Holder makes a QEF Election by attaching a completed IRS Form 8621, including a PFIC Annual Information Statement, to a timely filed
U.S. federal income tax return. However, if the Company cannot provide the required information with regard to the Company or any of its Subsidiary PFICs,
U.S. Holders will not be able to make a QEF Election for such entity and will continue to be subject to the rules discussed below that apply to Non-Electing
U.S. Holders with respect to the taxation of gains and excess distributions.
Mark-to-Market Election
Alternatively, a U.S. Holder may make a Mark-to-Market Election with respect to the Shares. A U.S. Holder may make a Mark-to-Market Election only if
the Shares are marketable stock. The Shares generally will be "marketable stock" if the Shares are regularly traded on (a) a national securities exchange that is
registered with the SEC, (b) the national market system established pursuant to section 11A of the Exchange Act, or (c) a foreign securities exchange that is
regulated or supervised by a governmental authority of the country in which the market is located, provided that (i) such foreign exchange has trading volume,
listing, financial disclosure, and meets other requirements and the laws of the country in which such foreign exchange is located, together with the rules of such
foreign exchange, ensure that such requirements are actually enforced and (ii) the rules of such foreign exchange effectively promotes active trading of listed
stocks. If such stock is traded on such a qualified exchange or other market, such stock generally will be "regularly traded" for any calendar year during which
such stock is traded, other than in de minimis quantities, on at least 15 days during each calendar quarter. The TSXV, on which the Shares are expected to trade
(in addition to on the NASDAQ), should be a qualified exchange for this purpose. Provided that the Shares are "regularly traded" as described above, the Shares
are expected to be marketable stock.
A U.S. Holder that makes a Mark-to-Market Election with respect to its Shares generally will not be subject to the rules of Section 1291 of the Code
(discussed below) with respect to such Shares. However, if a U.S. Holder does not make a Mark-to-Market Election beginning in the first tax year of such
U.S. Holder's holding period for Shares or such U.S. Holder has not made a timely QEF Election, the rules of Section 1291 of the Code (discussed below) will
apply to certain dispositions of, and distributions on, the Shares.
A U.S. Holder that makes a Mark-to-Market Election will include in ordinary income, for each tax year in which the Company is a PFIC, an amount equal to
the excess, if any, of (a) the fair market value of the Shares, as of the close of such tax year over (b) such U.S. Holder's tax basis in such Shares. A U.S. Holder
that makes a Mark-to-Market Election will be allowed a deduction in an amount equal to the excess, if any, of (a) such U.S. Holder's adjusted tax basis in the
Shares over (b) the fair market value of such Shares (but only to the extent of the net amount of previously included income as a result of the Mark-to-Market
Election for prior tax years).
A U.S. Holder that makes a Mark-to-Market Election generally also will adjust such U.S. Holder's tax basis in the Shares to reflect the amount included in
gross income or allowed as a deduction because of such Mark-to-Market Election. In addition, upon a sale or other taxable disposition of the Shares, a
U.S. Holder that makes a Mark-to-Market Election will recognize ordinary income or ordinary loss (such ordinary loss not to exceed the excess, if any, of (a) the
amount included in ordinary income because of such Mark-to-Market Election for prior tax years over (b) the amount allowed as a deduction because of such
Mark-to-Market Election for prior tax years).
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A Mark-to-Market Election applies to the tax year in which such Mark-to-Market Election is made and to each subsequent tax year, unless the Shares cease
to be "marketable stock" or the IRS consents to revocation of such election. Additionally, a U.S. Holder may not make a Mark-to-Market Election with respect to
the shares of any Subsidiary PFIC unless the stock of such Subsidiary PFIC is "marketable stock." Each U.S. Holder is urged to consult its own tax advisor
regarding the availability of, and procedure for making, a Mark-to-Market Election.
Default PFIC Rules
A Non-Electing U.S. Holder will be subject to the rules of Section 1291 of the Code (described below) with respect to (a) any gain recognized on the sale or
other taxable disposition of the Shares and (b) any excess distribution received on the Shares. A distribution generally will be an "excess distribution" to the
extent that such distribution (together with all other distributions received in the current tax year) exceeds 125% of the average distributions received during the
three preceding tax years (or during a U.S. Holder's holding period for the Shares before the taxable year, if shorter).
Under Section 1291 of the Code, any gain recognized on the sale or other taxable disposition of the Shares (including an indirect disposition of the stock of
any Subsidiary PFIC), and any "excess distribution" received on the Shares, including any excess distribution received on stock of any Subsidiary PFIC, must be
ratably allocated to each day in a Non-Electing U.S. Holder's holding period for the respective Shares. The amount of any such gain or excess distribution
allocated to the tax year of the disposition or excess distribution and to years before the entity became a PFIC, if any, would be taxed as ordinary income. The
amounts allocated to any other tax year would be subject to U.S. federal income tax at the highest tax rate applicable to ordinary income in each such year, and an
interest charge would be imposed on the tax liability for each such year, calculated as if such tax liability had been due in each such year. A Non-Electing
U.S. Holder that is not a corporation must treat any such interest paid as "personal interest," which is not deductible.
If the Company is a PFIC for any tax year during which a Non-Electing U.S. Holder holds the Shares, the Company will continue to be treated as a PFIC
with respect to such Non-Electing U.S. Holder, regardless of whether the Company ceases to be a PFIC in one or more subsequent tax years. A Non-Electing
U.S. Holder may terminate this deemed PFIC status with respect to the Shares by electing to recognize gain (which will be taxed under the rules of Section 1291
of the Code discussed above), but not loss, as if such Shares were sold on the last day of the last taxable year of the Company for which the Company was
a PFIC.
Dividends received on the Shares generally will not be eligible for the "dividends received deduction." In addition, if the Company is a PFIC or was a PFIC
in the immediately preceding year, distributions on the Shares will not constitute "qualified dividend income" eligible for the preferential tax rates applicable to
long-term capital gains.
Other PFIC Rules
Certain additional adverse rules will apply with respect to a U.S. Holder if the Company is a PFIC, regardless of whether such U.S. Holder makes a QEF
Election or a Mark-to-Market Election. For example, a U.S. Holder that uses the Shares as security for a loan will, except as may be provided in Treasury
Regulations, be treated as having made a taxable disposition of such Shares.
Special rules also apply to the amount of foreign tax credit that a U.S. Holder may claim on a distribution from a PFIC. Subject to such special rules, foreign
taxes paid with respect to any distribution in respect of stock in a PFIC are generally eligible for the foreign tax credit. The rules relating to distributions by a
PFIC and their eligibility for the foreign tax credit are complex, and a U.S. Holder is urged to consult with its own tax advisor regarding the availability of the
foreign tax credit with respect to distributions by a PFIC.
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In addition, in any year in which the Company is classified as a PFIC, a U.S. Holder will be required to file an annual report with the IRS containing such
information as Treasury Regulations and/or other IRS guidance may require. U.S. Holders are urged to consult their own tax advisors regarding the requirements
of filing such information returns under these rules.
The PFIC rules are complex, and each U.S. Holder is urged to consult its own tax advisor regarding the PFIC rules and how the PFIC rules may affect the
U.S. federal income tax consequences of the ownership and disposition of the Shares.
Ownership and Disposition of the Shares if the Company is Not a PFIC
The discussion below would apply to a U.S. Holder if the Company is not a PFIC, or if the Company ceases to be a PFIC (and the U.S. Holder is not a NonElecting U.S. Holder that would continue to be treated as holding stock of a PFIC as described under "—Default PFIC Rules").
Distributions on the Shares
Subject to the discussion above under the heading "Ownership and Disposition of the Shares if the Company is a PFIC," the gross amount of any distribution
paid by the Company will generally be subject to U.S. federal income tax as foreign source dividend income to the extent paid out of the Company's current or
accumulated earnings and profits, as determined under U.S. federal income tax principles. Such amount will be includable in gross income by a U.S. Holder as
ordinary income on the date that such U.S. Holder actually or constructively receives the distribution in accordance with such U.S. Holder's regular method of
accounting for U.S. federal income tax purposes. The amount of any distribution made by the Company in property other than cash will be the fair market value
(determined in U.S. dollars) of such property on the date of the distribution. Dividends paid by the Company will not be eligible for the dividends received
deduction allowed to corporations.
To the extent that a distribution exceeds the amount of the Company's current and accumulated earnings and profits, as determined under U.S. federal
income tax principles, it will be treated first as a tax-free return of capital, causing a reduction in a U.S. Holder's adjusted basis in the Shares held by such
U.S. Holder (thereby increasing the amount of gain, or decreasing the amount of loss, to be recognized by such U.S. Holder upon a subsequent disposition of the
Shares), with any amount that exceeds such U.S. Holder's adjusted basis being taxed as a capital gain recognized on a sale or exchange (as discussed below).
So long as the Shares are listed on the NASDAQ or the Company is eligible for benefits under the Income Tax Convention between the U.S. and Canada,
dividends a U.S. Holder receives from the Company will be "qualified dividend income" if certain holding period and other requirements (including a
requirement that the Company is not a PFIC in the year of the dividend or the immediately preceding year) are met. Qualified dividend income of an individual or
other non-corporate U.S. Holder will be subject to a maximum U.S. federal income tax rate of 20%. However, if the Company is a PFIC in the year of the
dividend or was a PFIC in the immediately preceding year, distributions on the Shares will not constitute "qualified dividend income" eligible for the preferential
tax rates described above.
Subject to certain limitations, any Canadian tax withheld with respect to distributions made on the Shares will be treated as foreign taxes eligible for credit
against a U.S. Holder's U.S. federal income tax liability. Alternatively, a U.S. Holder may, subject to applicable limitations, elect to deduct the otherwise
creditable Canadian withholding taxes for U.S. federal income tax purposes. The rules governing the foreign tax credit are complex and involve the application of
rules that depend upon a U.S. Holder's particular circumstances. Accordingly, a U.S. Holder is urged to consult its tax advisor regarding the availability of the
foreign tax credit under its particular circumstances.
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Sale, Exchange or Other Taxable Disposition of the Shares
Subject to the discussion above under the heading "Ownership and Disposition of the Shares if the Company is a PFIC," a U.S. Holder generally will
recognize gain or loss upon the taxable sale, exchange or other disposition of the Shares in an amount equal to the difference between (i) the U.S. dollar value of
the amount realized upon the sale, exchange or other taxable disposition and (ii) such U.S. Holder's adjusted tax basis in the Shares. Generally, such gain or loss
will be capital gain or loss and will be long-term capital gain or loss if, on the date of the sale, exchange or other taxable disposition, such U.S. Holder has held
the Shares for more than one year. If such U.S. Holder is an individual or other non-corporate U.S. Holder, long-term capital gains will be taxed at a maximum
rate of 20%. The deductibility of capital losses is subject to limitations under the Code. Gain or loss, if any, that a U.S. Holder realizes upon a sale, exchange or
other taxable disposition of the Shares will be treated as having a U.S. source for U.S. foreign tax credit limitation purposes.
A redemption of Shares by the Company may be treated as either a sale or exchange of the Shares, taxable as described in the paragraph above, or as a
distribution on the Shares, taxable as described above under "—Distributions on the Shares." A redemption not essentially equivalent to a dividend, a
substantially disproportionate redemption, a redemption of all of a shareholder's stock, or a partial liquidation will be taxed as a sale or exchange of the Shares.
Any other redemption will be taxed as a distribution on the Shares.
Receipt of Foreign Currency
The U.S. dollar value of any cash distribution made in Canadian dollars to a U.S. Holder will be calculated by reference to the exchange rate prevailing on
the date of actual or constructive receipt of the distribution, regardless of whether the Canadian dollars are converted into U.S. dollars at that time. For
U.S. Holders following the accrual method of accounting, the amount realized on a disposition of the Shares for an amount in Canadian dollars will be the
U.S. dollar value of this amount on the date of disposition. On the settlement date, such U.S. Holder will recognize U.S. source foreign currency gain or loss
(taxable as ordinary income or loss) equal to the difference (if any) between the U.S. dollar value of the amount received based on the exchange rates in effect on
the date of sale or other disposition and the settlement date. However, in the case of Shares traded on an established securities market that are sold by a cash
method U.S. Holder (or an accrual method U.S. Holder that so elects), the amount realized will be based on the spot rate in effect on the settlement date for the
disposition, and no exchange gain or loss will be recognized at that time. A U.S. Holder will generally have a basis in Canadian dollars equal to their U.S. dollar
value on the date of receipt of such distribution, on the date of disposition, or, in the case of cash method U.S. Holders (and accrual method U.S. Holders that so
elects), on the date of settlement. Any U.S. Holder that receives payment in Canadian dollars and converts or disposes of the Canadian dollars after the date of
receipt may have a foreign currency exchange gain or loss that would be treated as ordinary income or loss and that generally will be U.S. source income or loss
for foreign tax credit purposes. U.S. Holders are urged to consult their own U.S. tax advisors regarding the U.S. federal income tax consequences of receiving,
owning, and disposing of Canadian dollars.
Additional Tax on Net Investment Income
If a non-corporate U.S. Holder's income exceeds certain thresholds, such U.S. Holder generally will be subject to an additional 3.8% tax on net investment
income, including dividends on, and capital gains from the sale or other taxable disposition of, the Shares, subject to certain limitations and exceptions. Under
applicable Treasury Regulations, excess distributions treated as dividends, gains treated as excess distributions, and mark-to-market inclusions and deductions are
all included in the calculation of net investment income.
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Both QEF income inclusions and distributions of previously taxed income to U.S. Holders that have made a QEF Election generally are not taxed as
dividends. Treasury Regulations provide, solely for purposes of the additional tax, that distributions of previously taxed income will be treated as dividends and
included in net investment income subject to the additional 3.8% tax. Additionally, to determine the amount of any capital gain from the sale or other taxable
disposition of the Shares that will be subject to the additional tax on net investment income, a U.S. Holder who has made a QEF Election will be required to
recalculate his or her basis in the Shares excluding QEF basis adjustments. Alternatively, a U.S. Holder that has made a QEF Election may make an additional
election with respect to the Company. Under this election, a U.S. Holder would pay the additional 3.8% tax on QEF income inclusions with respect to the
Company and on gains calculated after giving effect to related tax basis adjustments with respect to the Company. This election must be made on the
U.S. Holder's tax return for the first taxable year beginning after December 31, 2013 during which such U.S. Holder has a QEF income inclusion with respect to
the Company and is subject to the tax on net investment income.
U.S. Holders are urged to consult their own tax advisors regarding the calculation of net investment income and the impact of any elections available under
Treasury Regulations.
Information Reporting and Backup Withholding
In general, information reporting will apply to dividends paid to a U.S. Holder in respect of the Shares and the proceeds received by such U.S. Holder from
the sale, exchange or other disposition of the Shares within the United States unless such U.S. Holder is a corporation or other exempt recipient. Backup
withholding may apply to such payments if a U.S. Holder fails to provide a taxpayer identification number or certification of exempt status or fail to report
dividend and interest income in full. Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules will be allowed as a
refund or credit against a U.S. Holder's U.S. federal income tax liability, provided that the required information is timely furnished to the IRS.
U.S. return disclosure obligations (and related penalties for failure to disclose) apply to U.S. individuals who hold certain "specified foreign financial assets"
in excess of $50,000. The definition of "specified foreign financial assets" includes not only financial accounts maintained in foreign financial institutions, but
also may include the Shares. A U.S. Holder is urged to consult its own tax advisor regarding the possible implications of the U.S. return disclosure obligations.

RISK FACTORS
An investment in our Common Shares involves a number of risks. In addition to the other information contained in this Prospectus, or the documents
incorporated by reference herein, prospective purchasers should give careful consideration to the following risk factors. Any of the matters highlighted in these
risk factors could adversely affect our business and financial condition, causing an investor to lose all, or part of, its, his or her investment. The risks and
uncertainties described below are those we currently believe to be material, but they are not the only ones we face. If any of the following risks, or any other risks
and uncertainties that we have not yet identified or that we currently consider not to be material, actually occur or become material risks, our business,
prospects, financial condition, results of operations and cash flows and consequently the price of the Common Shares could be materially and adversely affected.

Risks Related to the Industry and Our Business
We are reliant on our licenses for our ability to grow, store and sell medical cannabis and other products derived therefrom and such licenses are subject to
ongoing compliance, reporting and renewal requirements.
Our ability to grow, store and sell medical cannabis in Canada is dependent on our licenses from Health Canada, and in particular the Peace Naturals
Licenses and the OGBC ACMPR License. Failure
53

Table of Contents
to comply with the requirements of the licenses or failure to maintain the licenses would have a material adverse impact on our business, financial condition and
results of operations. The Peace Naturals ACMPR License was renewed November 1, 2016 and expires November 1, 2019. The OGBC ACMPR License was
renewed on February 28, 2017 and expires February 28, 2020. The Peace Naturals Dealers License was issued on January 22, 2018 and expires December 31,
2018. Although Peace Naturals and OGBC believe they will meet the requirements of the ACMPR and NCR for extension of their licenses, there can be no
guarantee that Health Canada will extend or renew the licenses or, if they are extended or renewed, that they will be extended or renewed on the same or similar
terms or that Health Canada will not revoke the licenses. Should we fail to comply with requirements of the licenses or should Health Canada not extend or renew
the licenses, or should we renew the licenses on different terms or not allow for anticipated capacity increases, or should we revoke the licenses, our business,
financial condition and results of the operations will be materially adversely affected.
Our ability to cultivate medicinal cannabis and conduct research related to cannabis in Australia is dependent on our licenses from the ODC, and in
particular the Cronos Australia Licenses. Failure to comply with the requirements of the licenses or failure to maintain the licenses would have a material adverse
impact on our business, financial condition and results of operations. The Cronos Australia Licenses were granted January 31, 2018 and expire January 30, 2019.
Although Cronos Australia believes it will meet the requirements for extension of their licenses, there can be no guarantee that the ODC will extend or renew the
licenses or, if they are extended or renewed, that they will be extended or renewed on the same or similar terms or that the ODC will not revoke the licenses.
Should we fail to comply with requirements of the licenses or should the ODC not extend or renew the licenses, or should we renew the licenses on different
terms or not allow for anticipated capacity increases, or should we revoke the licenses, our business, financial condition and results of the operations will be
materially adversely affected. In addition, our ability to manufacture and import cannabis in Australia is dependent on being granted additional licenses from the
ODC authorizing such activities; however, there is no assurance that we will be able to obtain such licenses on commercially reasonable terms, if at all.
Our ability to construct our cannabis facilities in Israel is dependent on Gan Schmuel's licenses from the Yakar, in particular the Codes. Failure of Gan
Schmuel to comply with the requirements of the licenses or failure to maintain the licenses would have a material adverse impact on our business, financial
condition and results of operations. There can be no assurance that the Yakar will approve the transfer of the Codes to Cronos Israel on commercially reasonable
terms, if at all. In addition, our ability to propagate, cultivate, process and distribute cannabis in Israel is dependent on being granted additional licenses from the
Yakar authorizing such activities once Cronos Israel's facilities pass inspections; however, there is no assurance that we will be able to obtain such licenses on
commercially reasonable terms, if at all.
Additional government licenses are currently, and in the future, may be, required in connection with our operations, in addition to other unknown permits and
approvals which may be required, including with respect to our Canadian and foreign operations. To the extent such permits and approvals are required and not
obtained, we may be prevented from operating and/or expanding our business, which could have a material adverse effect on our business, financial condition and
results of operations.
We operate in a highly regulated sector and may not always succeed in complying fully with applicable regulatory requirements in all jurisdictions where we
carry on business.
Our business and activities are heavily regulated in all jurisdictions where we carry on business. Our operations are subject to various laws, regulations and
guidelines by governmental authorities (including, in Canada, Health Canada) relating to the manufacture, marketing, management, transportation, storage, sale,
pricing and disposal of medical marijuana and cannabis oil, and also
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including laws and regulations relating to health and safety, insurance coverage, the conduct of operations and the protection of the environment. Laws and
regulations, applied generally, grant government agencies and self-regulatory bodies broad administrative discretion over our activities, including the power to
limit or restrict business activities as well as impose additional disclosure requirements on our products and services.
Achievement of our business objectives is contingent, in part, upon compliance with regulatory requirements enacted by these governmental authorities and
obtaining all necessary regulatory approvals for the production, storage, transportation, sale, import and export, as applicable, of our products. The commercial
medical cannabis industry is still a new industry and, in Canada in particular the ACMPR is a new regime that has no close precedent in Canadian law. The effect
of relevant governmental authorities' administration, application and enforcement of their respective regulatory regimes and delays in obtaining, or failure to
obtain, applicable regulatory approvals which may be required may significantly delay or impact the development of markets, products and sales initiatives and
could have a material adverse effect on our business, financial condition and results of operations.
While we endeavor to comply with all relevant laws, regulations and guidelines and, to our knowledge, we are in compliance or are in the process of being
assessed for compliance with all such laws, regulations and guidelines, any failure to comply with the regulatory requirements applicable to our operations may
lead to possible sanctions including the revocation or imposition of additional conditions on licenses to operate our business; the suspension or expulsion from a
particular market or jurisdiction or of our key personnel; the imposition of additional or more stringent inspection, testing and reporting requirements; and the
imposition of fines and censures. In addition, changes in regulations, more vigorous enforcement thereof or other unanticipated events could require extensive
changes to our operations, increase compliance costs or give rise to material liabilities or a revocation of our licenses and other permits, which could have a
material adverse effect on our business, results of operations and financial condition. Furthermore, governmental authorities may change their administration,
application or enforcement procedures at any time, which may adversely impact our ongoing costs relating to regulatory compliance.
Licensed Producers, including us, are constrained by law in our ability to market our products.
The development of our business and results of operations may be hindered by applicable restrictions on the sales and marketing activities imposed by
Health Canada. The regulatory environment in Canada limits our ability to compete for market share in a manner similar to other industries. If we are unable to
effectively market our products and compete for market share, or if the costs of compliance with government legislation and regulation cannot be absorbed
through increased selling prices for our products, our sales and results of operations could be adversely affected. See "Regulatory Framework in Canada—Recent
Regulatory Developments—Federal Developments—Packaging and Labelling".
The laws, regulations and guidelines generally applicable to the medical cannabis industry domestically are changing and may change in ways currently
unforeseen by us.
Our operations are subject to the ACMPR and various other laws, regulations and guidelines relating to the marketing, acquisition, manufacture,
packaging/labelling, management, transportation, storage, sale and disposal of medical cannabis but also including laws and regulations relating to health and
safety, the conduct of operations and the protection of the environment. To our knowledge, other than routine corrections that may be required by Health Canada
from time to time, we are currently in material compliance with all existing applicable laws, regulations and guidelines. If any changes to such laws, regulations
and guidelines occur (and in Canada the laws and regulations are currently changing at a rapid pace), which are matters beyond our control, we may incur
significant costs in complying
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with such changes or we may be unable to comply therewith, which in turn may result in a material adverse effect on our business, financial condition and results
of operations.
Changes in the regulations governing medical cannabis outside of Canada may adversely impact our business.
Our growth strategy with respect to international operations continues to evolve as regulations governing the medical cannabis industry in the foreign
jurisdictions in which we operate become more fully developed. Interpretation of these laws, rules and regulations and their application to our operations is
ongoing. Although, to our knowledge, we are currently in material compliance with all applicable laws, regulations and guidelines in such international
jurisdictions, no assurance can be given that new laws, regulations and guidelines will not be enacted or that existing laws, regulations and guidelines will not be
interpreted or applied in a manner which could limit or curtail our operations in such countries. Amendments to current laws, regulations and guidelines, more
stringent implementation or enforcement thereof or other unanticipated events, including changes in political regimes and attitudes toward cannabis, are beyond
our control and could require extensive changes to our international operations, which in turn may result in a material adverse effect on our business, financial
condition and results of operations.
Furthermore, additional countries continue to pass laws that allow for the production and distribution of cannabis for medical purposes in some form or
another. We have some international strategic alliances in place, which may be affected if more countries legalize medical cannabis. Increased international
competition and limitations placed on us by Canadian regulations might lower the demand for our products on a global scale. We also face competition in each
international jurisdiction that we have international strategic alliances with from foreign companies that have more experience, more in-depth knowledge of local
markets or applicable laws, regulations and guidelines or longer operating histories in such jurisdictions.
There can be no assurance that the legalization of recreational cannabis by the Government of Canada will occur and the legislative framework pertaining to
the Canadian recreational cannabis market is uncertain.
On June 30, 2016, the Canadian Federal Government established the Task Force to seek input on the design of a new system to legalize, strictly regulate and
restrict access to cannabis. On December 13, 2016, the Task Force, which was established by the Canadian Federal Government to seek input on the design of a
new system to legalize, strictly regulate and restrict access to cannabis, published its report outlining its recommendations. On April 13, 2017, the Canadian
Federal Government released Bill C-45, which proposes the enactment of the Cannabis Act to regulate the production, distribution and sale of cannabis for
medical and unqualified adult use. On November 27, 2017, the House of Commons passed Bill C-45, and on December 20, 2017, the Prime Minister
communicated that the Canadian Federal Government intends to legalize cannabis in the summer of 2018, despite previous reports of a July 1, 2018 deadline. As
of March 20, 2018, Bill C-45 is being studied by the Senate, who must also pass Bill C-45 in order for it to become law.
On February 6, 2018, Public Safety Minister, Ralph Goodale, announced that, while Bill C-45 was still on schedule to receive royal asset in July 2018,
implementation of various aspects of the regime, including preparing markets for retail sales, could take another eight to twelve weeks from such date. The
impact of such regulatory changes on Cronos' business is unknown, and the proposed regulatory changes may not be implemented at all. Several
recommendations from the Task Force reflected in the Cannabis Act including, but not limited to, permitting home cultivation, potentially easing barriers to entry
into the Canadian recreational cannabis market and restrictions on advertising and branding, could materially and adversely affect our business, financial
condition and results of operations. Their advice will be considered by the Government of Canada as a new framework for recreational cannabis continues to be
developed and it is possible that such developments could significantly adversely affect our business, financial condition and results of operations.
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On October 3, 2017, HESA proposed amendments to the Cannabis Act to provide, among other things, that edibles containing cannabis and cannabis
concentrates would be added to the classes of cannabis an authorized person may sell. In addition, HESA's proposed amendments provide that a framework for
the sale of edibles and cannabis concentrates would be implemented within a year of the Cannabis Act coming into force. HESA's proposed amendments were
incorporated into Bill C-45.
The proposed Cannabis Act is not yet in force, and the regulations to the Cannabis Act have not yet been published, although Proposed Regulations were
published for public comment on November 21, 2017 and, on March 19, 2018, Health Canada published a summary of the comments received on the Proposed
Regulations as well as some proposed additions to the regulatory proposal. See "Description of the Business—Regulatory Framework in Canada—Recent
Regulatory Developments". There can be no assurance that the legalization of recreational cannabis by the Government of Canada will occur on the terms in the
proposed Cannabis Act or at all, and the legislative framework pertaining to the Canadian recreational cannabis market is uncertain.
The Governments of every Canadian province have, to varying degrees, announced proposed regulatory regimes for the distribution and sale of cannabis for
recreational purposes within those jurisdictions. See "Description of the Business—Regulatory Framework in Canada—Recent Regulatory Developments—
Provincial and Territorial Developments" for a description of the potential regimes in most provinces.
There is no guarantee that provincial legislation regulating the distribution and sale of cannabis for recreational purposes will be enacted according to all the
terms announced by such provinces, or at all, or that any such legislation, if enacted, will create the growth opportunities that we currently anticipate. While the
impact of any new legislative framework for the regulation of the Canadian recreational cannabis market is uncertain, any of the foregoing could result in a
material adverse effect on our business, financial condition and results of operation.
On February 27, 2018, the Federal Budget proposed to implement a new framework for taxation of cannabis, the majority of which had been previously
published for consultation on November 10, 2017, with some modifications. The proposed rules would effectively place cannabis producers within the existing
rules that currently apply excise duties on tobacco, wine and spirits producers under the Excise Act, 2001 (Canada), with modifications as applicable. These rules
include a new tax licensing regime for cannabis producers, stamping and marking rules, ongoing reporting requirements, and applicable excise duties payable by
licensed cannabis producers on both recreational cannabis products, in addition to goods and services tax/harmonized sales tax. The cannabis excise duty
framework is proposed to generally come into force on the date that legal cannabis for non-medical purposes becomes accessible for retail sale under the
proposed Cannabis Act. The government has indicated that the implementation date may be postponed to the autumn of 2018. The rates of the excise duty for
cannabis products delivered in each province and territory and relevant exemptions from the excise tax are still subject to some uncertainty, and will only become
known with precision when the law and regulations come into force.
Future clinical research studies on the effects of medical cannabis may lead to conclusions that dispute or conflict with our understanding and belief
regarding the medical benefits, viability, safety, efficacy, dosing and social acceptance of cannabis.
Research in Canada, the United States and internationally regarding the medical benefits, viability, safety, efficacy, dosing and social acceptance of cannabis
or isolated cannabinoids (such as CBD and THC) remains in early stages. There have been relatively few clinical trials on the benefits of cannabis or isolated
cannabinoids (such as CBD and THC). The statements made in this Prospectus, or the documents incorporated by reference herein, concerning the potential
medical benefits of cannabinoids are based on published articles and reports. As a result, the statements made in this Prospectus, or the
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documents incorporated by reference herein, are subject to the experimental parameters, qualifications and limitations in the studies that have been completed.
Although we believe that the articles, reports and studies support our beliefs regarding the medical benefits, viability, safety, efficacy, dosing and social
acceptance of cannabis as set out in this Prospectus, or the documents incorporated by reference herein, future research and clinical trials may prove such
statements to be incorrect, or could raise concerns regarding, and perceptions relating to, cannabis. Given these risks, uncertainties and assumptions, undue
reliance should not be placed on such articles and reports.
Future research studies and clinical trials may draw opposing conclusions to those stated in this Prospectus, or the documents incorporated by reference
herein, or reach negative conclusions regarding the medical benefits, viability, safety, efficacy, dosing, social acceptance or other facts and perceptions related to
medical cannabis, which could have a material adverse effect on the demand for our products with the potential to lead to a material adverse effect on our
business, financial condition and results of operations.
Our expansion into jurisdictions outside of Canada is subject to risks.
There can be no assurance that any market for our products will develop in any jurisdiction outside of Canada. We may face new or unexpected risks or
significantly increase our exposure to one or more existing risk factors, including economic instability, changes in laws and regulations and the effects of
competition. These factors may limit our capability to successfully expand our operations into such jurisdictions and may have a material adverse effect on our
business, financial condition and results of operations.
We may not receive the interests in Cronos Israel and may not realize the expected benefits of Cronos Israel.
We have entered into an agreement with Gan Shmuel whereby we will hold a 70% interest in each of the nursery and cultivation operations and a 90%
interest in each of the manufacturing and distribution operations of Cronos Israel. Upon the Yakar approving the transfer of the Codes to Cronos Israel, and
subject to the terms and conditions of the agreement with Gan Shmuel, we will receive our interests in the Cronos Israel entities. There can be no assurance that
the Yakar will approve the transfer of the Codes to Cronos Israel, and whether or not the Yakar approves the transfer of the Codes to Cronos Israel, there can be
no assurance that we will receive our interest in Cronos Israel upon the terms and conditions originally agreed upon or at all. As a result, we may have limited
control, if any, over Cronos Israel's operations, and we may not generate revenue through Cronos Israel.
Investments and joint ventures outside of Canada are subject to the risks normally associated with any conduct of business in foreign countries including
varying degrees of political, legal and economic risk.
Our investments and joint ventures outside of Canada are subject to the risks normally associated with any conduct of business in foreign and/or emerging
countries including political; civil disturbance risks; changes in laws or policies of particular countries, including those relating to royalties, duties, imports,
exports and currency; the cancellation or renegotiation of contracts; the imposition of royalties, net profits payments, tax increases or other claims by government
entities, including retroactive claims; a disregard for due process and the rule of law by local courts; the risk of expropriation and nationalization; delays in
obtaining or the inability to obtain necessary governmental permits or the reimbursement of refundable tax from fiscal authorities.
Threats or instability in a country caused by political events including elections, change in government, changes in personnel or legislative bodies, foreign
relations or military control present serious political and social risk and instability causing interruptions to the flow of business negotiations and influencing
relationships with government officials. Changes in policy or law may have a material adverse effect on our business, financial conditions and results of
operations. The risks include increased "unpaid" state participation, higher energy costs, higher taxation levels, and potential expropriation.
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Other risks include the potential for fraud and corruption by suppliers or personnel or government officials which may implicate us, compliance with
applicable anti-corruption laws, including the U.S. Foreign Corrupt Practices Act and the Corruption of Foreign Public Officials Act (Canada) by virtue of our
operating in jurisdictions that may be vulnerable to the possibility of bribery, collusion, kickbacks, theft, improper commissions, facilitation payments, conflicts
of interest and related party transactions and our possible failure to identify, manage and mitigate instances of fraud, corruption, or violations of our code of
conduct and applicable regulatory requirements.
There is also the risk of increased disclosure requirements; currency fluctuations; restrictions on the ability of local operating companies to hold Canadian
dollars, U.S. dollars or other foreign currencies in offshore bank accounts; import and export regulations; limitations on the repatriation of earnings or on our
ability to assist in minimizing our expatriate workforce's exposure to double taxation in both the home and host jurisdictions; and increased financing costs.
These risks may limit or disrupt our operating joint ventures or projects, restrict the movement of funds, cause us to have to expend more funds than
previously expected or required, or result in the deprivation of contract rights or the taking of property by nationalization or expropriation without fair
compensation, and may materially adversely affect our financial position and/or results of operations. In addition, the enforcement by us of our legal rights in
foreign countries, including rights to exploit our properties or utilize our permits and licenses and contractual rights may not be recognized by the court systems in
such foreign countries or enforced in accordance with the rule of law.
We may invest in companies, or engage in joint ventures, in countries with developing economies. It is difficult to predict the future political, social and
economic direction of the countries in which we operate, and the impact government decisions may have on our business. Any political or economic instability in
the countries in which we operate could have a material and adverse effect on our business, financial condition and results of operations.
If we choose to engage in research and development activities outside of Canada, controlled substance legislation may restrict or limit our ability to research,
manufacture and develop a commercial market for our products.
Approximately 250 substances, including cannabis, are listed in the Schedules annexed to the UN Single Convention, the Convention on Psychotropic
Substances (Vienna, 1971) and the Convention against Illicit Traffic in Narcotic Drugs and Psychotropic Substances (introducing control on precursors) (Vienna,
1988). The purpose of these listings is to control and limit the use of these drugs according to a classification of their therapeutic value, risk of abuse and health
dangers, and to minimize the diversion of precursor chemicals to illegal drug manufacturers. The 1961 UN Single Convention on Narcotic Drugs, as amended in
1972 classifies cannabis as Schedule I ("substances with addictive properties, presenting a serious risk of abuse") and as Schedule IV ("the most dangerous
substances, already listed in Schedule I, which are particularly harmful and of extremely limited medical or therapeutic value") narcotic drug. The 1971 UN
Convention on Psychotropic Substances classifies tetrahydrocannabinol—the principal psychoactive cannabinoid of cannabis—as a Schedule I psychotropic
substance (substances presenting a high risk of abuse, posing a particularly, serious threat to public health which are of very little or no therapeutic value). Many
countries are parties to these conventions, which govern international trade and domestic control of these substances, including cannabis. They may interpret and
implement their obligations in a way that creates a legal obstacle to us obtaining manufacturing and/or marketing approval for our products in those countries.
These countries may not be willing or able to amend or otherwise modify their laws and regulations to permit our products to be manufactured and/or marketed,
or achieving such amendments to the laws and regulations may take a prolonged period of time.
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Our use of joint ventures may expose us to risks associated with jointly owned investments.
We currently operate parts of our business through joint ventures with other companies, and we may enter into additional joint ventures and strategic
alliances in the future. Joint venture investments may involve risks not otherwise present for investments made solely by us, including: (i) we may not control the
joint ventures; (ii) our joint venture partners may not agree to distributions that we believe are appropriate; (iii) where we do not have substantial decision-making
authority, we may experience impasses or disputes with our joint venture partners on certain decisions, which could require us to expend additional resources to
resolve such impasses or disputes, including litigation or arbitration; (iv) our joint venture partners may become insolvent or bankrupt, fail to fund their share of
required capital contributions or fail to fulfil their obligations as a joint venture partner; (v) our joint venture partners may have business or economic interests
that are inconsistent with ours and may take actions contrary to our interests; (vi) we may suffer losses as a result of actions taken by our joint venture partners
with respect to our joint venture investments; and (vii) it may be difficult for us to exit a joint venture if an impasse arises or if we desire to sell our interest for
any reason. Any of the foregoing risks could have a material adverse effect on our business, financial condition and results of operations. In addition, we may, in
certain circumstances, be liable for the actions of our joint venture partners.
There can be no assurance that our current and future strategic alliances or expansions of scope of existing relationships will have a beneficial impact on
our business, financial condition and results of operations.
We currently have, and may in the future enter into, additional strategic alliances with third parties that we believe will complement or augment our existing
business. Our ability to complete strategic alliances is dependent upon, and may be limited by, the availability of suitable candidates and capital. In addition,
strategic alliances could present unforeseen integration obstacles or costs, may not enhance our business, and may involve risks that could adversely affect us,
including significant amounts of management time that may be diverted from operations in order to pursue and complete such transactions or maintain such
strategic alliances. Future strategic alliances could result in the incurrence of additional debt, costs and contingent liabilities, and there can be no assurance that
future strategic alliances will achieve, or that our existing strategic alliances will continue to achieve, the expected benefits to our business or that we will be able
to consummate future strategic alliances on satisfactory terms, or at all. Any of the foregoing could have a material adverse effect on our business, financial
condition and results of operations.
We and certain of our subsidiaries have limited operating history and therefore we are subject to many of the risks common to early-stage enterprises.
We began carrying on business in 2013; Peace Naturals began operations in 2012 and generated its first revenues in 2013; OGBC began operations in 2014
and generated its first revenue in 2017 (inter-company bulk transfer). In addition, our strategic joint ventures are not yet operational and may not become
operational for some time, if at all. We are therefore subject to many of the risks common to early-stage enterprises, including under-capitalization, cash
shortages, limitations with respect to personnel, financial, and other resources and lack of revenues. There is no assurance that we will be successful in achieving
a return on shareholders' investment and the likelihood of success must be considered in light of the early stage of operations. See "Description of the Business—
Business of the Company—Joint Ventures and International Activities."
Our consolidated financial statements contain a going concern qualification.
Our Annual Financial Statements contain a going concern qualification. We and certain of our subsidiaries have limited operating history and a history of
negative cash flow from operating activities. Our ability to continue as a going concern is dependent upon our ability to raise additional capital, the ability of our
subsidiaries to successfully renew their licenses to produce and sell medical cannabis, our
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ability to achieve sustainable revenues and profitable operations and, in the meantime, our ability to obtain the necessary financing to meet our obligations and
repay our liabilities when they become due. No assurances can be given that we will be successful in achieving these goals. If we are unable to achieve these
goals, our ability to carry out and implement our planned business objectives and strategies will be significantly delayed, limited or may not occur.
Our existing two facilities in Canada are integral to our operations and any adverse changes or developments affecting either facility may impact our
business, financial condition and results of operations.
Our activities and resources are focused on the Peace Naturals facility in Stayner, Ontario, which includes three fully operational cultivation buildings, and
the OGBC facility in Armstrong, British Columbia, which includes one operational cultivation building. The Peace Naturals Licenses and the OGBC ACMPR
License are specific to those facilities. Adverse changes or developments affecting either facility, including but not limited to a breach of security or a force
majeure event, could have a material and adverse effect on our business, financial condition and prospects. Any breach of the security measures and other facility
requirements, including any failure to comply with recommendations or requirements arising from inspections by Health Canada, could also have an impact on
our ability to continue operating under our licenses or the prospect of renewing our licenses or could result in a revocation of our licenses.
We own both of our facilities and bear the responsibility for all of the costs of maintenance and upkeep. Our operations and financial performance may be
adversely affected if either Peace Naturals or OGBC are unable to keep up with maintenance requirements.
We may not successfully execute our production capacity expansion strategy.
We may not be successful in executing our strategy to expand production capacity at our facilities and joint ventures. We may not complete the build-out of
Building 4 or the Greenhouse in its currently proposed form, if at all, or in a timely fashion. We may also not be successful in expanding production at Cronos
Israel's facilities or completing construction of Cronos Australia's initial production campus. Construction delays or cost over-runs in respect of such build-outs,
howsoever caused, could have a material adverse effect on our business, financial condition and results of operations.
In addition, no assurance can be given that Health Canada will approve any amendment to the Peace Naturals Licenses to increase production volumes or
permit sales of cannabis-based medical products under such license. We may also not be successful in obtaining the necessary approvals required to export or
import our products to or from the jurisdictions in which we operate. If we are unable to secure necessary production licenses in respect of our facilities and joint
ventures, the expectations of management with respect to the increased future cultivation and growing capacity may not be borne out, which could have a material
adverse effect on our business, financial condition and results of operations.
The medical cannabis industry and markets are relatively new in Canada and in other jurisdictions, and this industry and market may not continue to exist or
grow as anticipated or we may ultimately be unable to succeed in this industry and market.
We are operating our business in a relatively new medical cannabis industry and market. In addition to being subject to general business risks, a business
involving an agricultural product and a regulated consumer product, we need to continue to build brand awareness in this industry and market through significant
investments in our strategy, our production capacity, quality assurance, and compliance with regulations. These activities may not promote our brand and products
as effectively as intended, or at all. Competitive conditions, consumer tastes, patient requirements and spending patterns in this new industry and market are
relatively unknown and may have unique circumstances that differ from existing industries and markets.
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Accordingly, there are no assurances that this industry and market will continue to exist or grow as currently estimated or anticipated, or function and evolve
in a manner consistent with management's expectations and assumptions. Any event or circumstance that affects the medical cannabis industry and market could
have a material adverse effect on our business, financial condition and results of operations.
We are dependent on our senior management.
Our success is dependent upon the ability, expertise, judgment, discretion and good faith of our senior management. While employment agreements are
customarily used as a primary method of retaining the services of key employees, these agreements cannot assure the continued services of our senior
management team. Qualified individuals are in high demand, and we may incur significant costs to attract and retain them. In addition, our lean management
structure may be strained as we pursue growth opportunities in the future. The loss of the services of a member of senior management, or an inability to attract
other suitably qualified persons when needed, could have a material adverse effect on our ability to execute on our business plan and strategy, and we may be
unable to find adequate replacements on a timely basis, or at all. We do not maintain key-person insurance on the lives of any of our officers or employees.
We may be subject to product liability claims.
As a manufacturer and distributor of products designed to be ingested by humans, we face an inherent risk of exposure to product liability claims, regulatory
action and litigation if our products are alleged to have caused significant loss or injury. In addition, the manufacture and sale of cannabis products involve the
risk of injury to consumers due to tampering by unauthorized third parties or product contamination. Previously unknown adverse reactions resulting from human
consumption of cannabis products alone or in combination with other medications or substances could occur. We may be subject to various product liability
claims, including, among others, that the products produced by Peace Naturals and OGBC caused injury or illness, include inadequate instructions for use or
include inadequate warnings concerning possible side effects or interactions with other substances. A product liability claims or regulatory action against us could
result in increased costs, could adversely affect our reputation with our clients and consumers generally, and could have a material adverse effect on our business,
financial condition and results of operations.
There can be no assurances that we will be able to obtain or maintain product liability insurance on acceptable terms or with adequate coverage against
potential liabilities. Such insurance is expensive and may not be available in the future on acceptable terms, or at all. The inability to obtain sufficient insurance
coverage on reasonable terms or to otherwise protect against potential product liability claims could prevent or inhibit the commercialization of products.
Our cannabis-based medical products may be subject to recalls.
Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a variety of reasons, including product defects,
such as contamination, unintended harmful side effects or interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure. If
one or more of our products are recalled due to an alleged product defect or for any other reason, we could be required to incur the unexpected expense of the
recall and any legal proceedings that might arise in connection with the recall. We may lose a significant amount of sales and may not be able to replace those
sales at an acceptable margin, or at all. In addition, a product recall may require significant management attention. Although we have detailed procedures in place
for testing finished products, there can be no assurance that any quality, potency or contamination problems will be detected in time to avoid unforeseen product
recalls, regulatory action or lawsuits. Additionally, if one or more of our products were subject to recall, the image of that product and us
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could be harmed. A recall for any of the foregoing reasons could lead to decreased demand for products produced by us and could have a material adverse effect
on our business, financial condition and results of operations. Additionally, product recalls may lead to increased scrutiny of our operations by Health Canada or
other regulatory agencies, requiring further management attention and potential legal fees and other expenses. Furthermore, any product recall affecting the
medical cannabis industry more broadly could lead consumers to lose confidence in the safety and security of the products sold by Licensed Producers generally,
which could have a material adverse effect on our business, financial condition and results of operations.
We may be unable to attract or retain skilled labor and personnel with experience in the medical cannabis sector, and may be unable to attract, develop and
retain additional employees required for our operations and future developments.
We may be unable to attract or retain employees with sufficient experience in the medical cannabis industry, and may prove unable to attract, develop, and
retain additional employees required for our development and future success.
Our success is currently largely dependent on the performance of our skilled employees. Our future success depends on our continuing ability to attract,
develop, motivate and retain highly qualified and skilled employees. Qualified individuals are in high demand, and we may incur significant costs to attract and
retain them.
Further, certain employees are subject to a security clearance by Health Canada. Under the ACMPR a security clearance cannot be valid for more than five
years and must be renewed before the expiry of a current security clearance. There is no assurance that any of our existing personnel who presently or may in the
future require a security clearance will be able to obtain or renew such clearances or that new personnel who require a security clearance will be able to obtain
one. A failure by an employee to maintain or renew his or her security clearance would result in a material adverse effect on our business, financial condition and
results of operations. In addition, if an employee with security clearance leaves and we are unable to find a suitable replacement that has a security clearance
required by the ACMPR in a timely manner, or at all, there could occur a material adverse effect on our business, financial condition and results of operations.
We, or the medical cannabis industry more generally, may receive unfavorable publicity or become subject to negative consumer perception.
We believe the medical cannabis industry is highly dependent upon consumer perception regarding the safety, efficacy and quality of the medical cannabis
produced. Consumer perception of our products can be significantly influenced by scientific research or findings, regulatory investigations, litigation, media
attention and other publicity regarding the consumption of medical cannabis products. There can be no assurance that future scientific research, findings,
regulatory proceedings, litigation, media attention or other research findings or publicity will be favorable to the medical cannabis market or any particular
product, or consistent with earlier publicity. Future research reports, findings, regulatory proceedings, litigation, media attention or other publicity that are
perceived as less favorable than, or that question, earlier research reports, findings or publicity could have a material adverse effect on the demand for our
business, financial condition and results of operations. Our dependence upon consumer perceptions means that adverse scientific research reports, findings,
regulatory proceedings, litigation, media attention or other publicity, whether or not accurate or with merit, could have a material adverse effect on our business,
financial condition and results of operations, the demand for products, and our business, results of operations, financial condition and cash flows. Further, adverse
publicity reports or other media attention regarding the safety, efficacy and quality of medical cannabis in general, or our products specifically, or associating the
consumption of medical cannabis with illness or other negative effects or events, could have such a material adverse effect. Such adverse publicity
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reports or other media attention could arise even if the adverse effects associated with such products resulted from consumers' failure to consume such products
legally, appropriately or as directed.
The increased usage of social media and other web-based tools used to generate, publish and discuss user-generated content and to connect with other users
has made it increasingly easier for individuals and groups to communicate and share opinions and views in regards to our operations and our activities, whether
true or not, and the medical cannabis industry in general, whether true or not. In addition, certain well-funded and significant businesses may have strong
economic opposition to the medical cannabis industry. Lobbying by such groups, and any resulting inroads they might make in halting or rolling back the medical
cannabis movement, could affect how the medical cannabis industry is perceived by others and could have a detrimental impact on the market for our products
and thus on our business, financial condition and results of operations.
Although we believe that we operate in a manner that is respectful to all stakeholders and that we take care in protecting our image and reputation, we do not
ultimately have direct control over how we or the medical cannabis industry is perceived by others. Reputation loss may result in decreased investor confidence,
increased challenges in developing and maintaining community relations and an impediment to our overall ability to advance our business strategy and realize on
our growth prospects, thereby having a material adverse impact on our business, financial condition and results of operations.
We may not be able to successfully develop new products or find a market for their sale.
The medical cannabis industry is in its early stages of development and it is likely that we, and our competitors, will seek to introduce new products in the
future. In attempting to keep pace with any new market developments, we may need to spend significant amounts of capital in order to successfully develop and
generate revenues from new products we introduce. As well, we may be required to obtain additional regulatory approvals from Health Canada and any other
applicable regulatory authority, which may take significant amounts of time. We may not be successful in developing effective and safe new products, bringing
such products to market in time to be effectively commercialized, or obtaining any required regulatory approvals, which, together with any capital expenditures
made in the course of such product development and regulatory approval processes, may have a material adverse effect on our business, financial condition and
results of operations.
The technologies, process and formulations we use may face competition or become obsolete.
Rapidly changing markets, technology, emerging industry standards and frequent introduction of new products characterize our business. The introduction of
new products embodying new technologies, including new manufacturing processes or formulations, and the emergence of new industry standards may render
our products obsolete, less competitive or less marketable. The process of developing our products is complex and requires significant continuing costs,
development efforts and third party commitments, including licencees, researchers, collaborators and lenders. Our failure to develop new technologies and
products and the obsolescence of existing technologies or processes could adversely affect our business, financial condition and results of operations. We may be
unable to anticipate changes in our potential customer requirements that could make our existing technology, processes or formulations obsolete. Our success will
depend in part, on our ability to continue to enhance our existing technologies, develop new technology that addresses the increasing sophistication and varied
news of the market, and respond to technological advances and emerging industry standards and practices on a timely and cost-effective basis. The development
of our proprietary technology, processes and formulations entails significant technical and business risks. We may not be successful in using our new technologies
or exploiting our niche markets effectively or adapting our business to evolving customer or medical requirements or preference or emerging industry standards.
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Clinical trials of cannabis-based medical products and treatments are novel terrain with very limited or non-existing clinical trials history; we face a
significant risk that any trials will not result in commercially viable products and treatments.
Clinical trials are expensive, time consuming and difficult to design and implement. Regulatory authorities, may suspend, delay or terminate any clinical
trials we commence at any time, may require us, for various reasons, to conduct additional clinical trials, or may require a particular clinical trial to continue for a
longer duration than originally planned, including, among others:
•

lack of effectiveness of any formulation or delivery system during clinical trials;

•

discovery of serious or unexpected toxicities or side effects experienced by trial participants or other safety issues;

•

slower than expected subject recruitment and enrollment rates in clinical trials;

•

delays or inability in manufacturing or in obtaining sufficient quantities of materials for use in clinical trials due to regulatory and manufacturing
constraints;

•

delays in obtaining regulatory authorization to commence a trial, including licenses required for obtaining and using cannabis for research, either
before or after a trial is commenced;

•

unfavorable results from ongoing pre-clinical studies and clinical trials;

•

patients or investigators failing to comply with study protocols;

•

patients failing to return for post-treatment follow-up at the expected rate;

•

sites participating in an ongoing clinical study withdraw, requiring us to engage new sites; and

•

third-party clinical investigators decline to participate in our clinical studies, do not perform the clinical studies on the anticipated schedule, or act
in ways inconsistent with the established investigator agreement, clinical study protocol or good clinical practices.

Any of the foregoing could have a material adverse effect on our business, results of operations and financial condition.
We may fail to retain existing patients as clients or acquire new patients as clients.
Our success depends on our ability to attract and retain clients. There are many factors which could affect our ability to attract and retain clients, including
but not limited to our ability to continually produce desirable and effective product, the successful implementation of our client-acquisition plan and the continued
growth in the aggregate number of patients selecting medical cannabis as a treatment option. Moreover, even if we are successful at attracting a new client, there
is no guarantee that such client will continue to purchase product from us. For example, while Peace Naturals has over 4,100 registered patients, the number of
patients purchasing products from Peace Naturals may vary from time to time. Our failure to acquire and retain patients as clients would have a material adverse
effect on our business, financial condition and results of operations.
We may not be able to achieve or maintain profitability and may continue to incur losses in the future.
We have incurred losses in recent periods. We may not be able to achieve or maintain profitability and may continue to incur significant losses in the future.
In addition, we expect to continue to increase operating expenses as we implement initiatives to continue to grow our business. If our revenues do not increase to
offset these expected increases in costs and operating expenses, we will not be profitable. There is no assurance that future revenues will be sufficient to generate
the funds required to continue operations without external funding.
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We may not be able to secure adequate or reliable sources of funding required to operate our business.
There is no guarantee that we will be able to achieve our business objectives. Our continued development may require additional financing. The failure to
raise such capital could result in the delay or indefinite postponement of our current business objectives or us going out of business. There can be no assurance
that additional capital or other types of financing will be available if needed or that, if available, the terms of such financing will be favorable to us. If additional
funds are raised through issuances of equity or convertible debt securities, existing shareholders could suffer significant dilution, and any new equity securities
issued could have rights, preferences and privileges superior to those of holders of Common Shares. In addition, from time to time, we may enter into transactions
to acquire assets or the shares of other corporations. These transactions may be financed wholly or partially with debt, which may temporarily increase our debt
levels above industry standards. Any debt financing secured in the future could involve restrictive covenants relating to capital raising activities and other
financial and operational matters, which may make it more difficult for us to obtain additional capital and to pursue business opportunities, including potential
acquisitions or other strategic joint venture opportunities.
We had negative operating cash flow for the fiscal years ending December 31, 2016, December 31, 2015, December 31, 2014 and December 31, 2013. If we
continue to have negative cash flow into the future, additional financing proceeds may need to be allocated to funding this negative cash flow in addition to our
operational expenses. We may require additional financing to fund our operations to the point where we are generating positive cash flows. Continued negative
cash flow may restrict our ability to pursue our business objectives.
We must rely largely on our own market research to forecast sales and market demand which may not materialize.
We must rely largely on our own market research to forecast sales as detailed forecasts are not generally obtainable from other sources at this early stage of
the medical cannabis industry domestically in Canada and in other international jurisdictions or recreational cannabis industry domestically in Canada. A failure
in the demand for our products to materialize as a result of competition, technological change or other factors could have a material adverse effect on our
business, financial condition and results of operations.
We may experience breaches of security at our facilities or in respect of electronic documents and data storage and may face risks related to breaches of
applicable privacy laws.
Given the nature of our product and our lack of legal availability outside of channels approved by the Government of Canada, as well as the concentration of
inventory in our facilities, despite meeting or exceeding Health Canada's security requirements, there remains a risk of shrinkage as well as theft. A security
breach at one of our facilities could expose us to additional liability and to potentially costly litigation, increase expenses relating to the resolution and future
prevention of these breaches and may deter potential patients from choosing our products.
In addition, we collect and store personal information about our patients and are responsible for protecting that information from privacy breaches. A privacy
breach may occur through procedural or process failure, information technology malfunction, or deliberate unauthorized intrusions. Theft of data for competitive
purposes, particularly patient lists and preferences, is an ongoing risk whether perpetrated via employee collusion or negligence or through deliberate cyberattack. Any such theft or privacy breach would have a material adverse effect on our business, financial condition and results of operations.
In addition, there are a number of federal and provincial laws protecting the confidentiality of certain patient health information, including patient records,
and restricting the use and disclosure of
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that protected information. The privacy rules under the Personal Information Protection and Electronics Documents Act (Canada) ("PIPEDA") protect medical
records and other personal health information by limiting their use and disclosure of health information to the minimum level reasonably necessary to accomplish
the intended purpose. If we were to be found to be in violation of the privacy or security rules under PIPEDA or other laws protecting the confidentiality of
patient health information, we could be subject to sanctions and civil or criminal penalties, which could increase our liabilities, harm our reputation and have a
material adverse effect on our business, results of operations and financial condition. International jurisdictions in which we expand our operations also have
similar privacy and security laws to which we are subject, depending on the nature of our operations in such jurisdictions.
If we are not able to comply with all safety, health and environmental regulations applicable to our operations and industry, we may be held liable for any
breaches thereof.
Our operations are subject to environmental and safety laws and regulations concerning, among other things, emissions and discharges to water, air and land,
the handling and disposal of hazardous and non-hazardous materials and wastes, and employee health and safety. We will incur ongoing costs and obligations
related to compliance with environmental and employee health and safety matters. Failure to comply with environmental and employee health and safety laws
and regulations may result in additional costs for corrective measures, penalties or in restrictions on our manufacturing operations. In addition, changes in
environmental, employee health and safety or other laws, more vigorous enforcement thereof or other unanticipated events could require extensive changes to our
operations or give rise to material liabilities, which could have a material adverse effect on our business, financial condition and results of operations.
We may become involved in regulatory or agency proceedings, investigations and audits.
Our business requires compliance with many laws and regulations. Failure to comply with these laws and regulations could subject us to regulatory or
agency proceedings or investigations and could also lead to damage awards, fines and penalties. We may become involved in a number of government or agency
proceedings, investigations and audits. The outcome of any regulatory or agency proceedings, investigations, audits, and other contingencies could harm our
reputation, require us to take, or refrain from taking, actions that could harm our operations or require us to pay substantial amounts of money, harming our
financial condition. There can be no assurance that any pending or future regulatory or agency proceedings, investigations and audits will not result in substantial
costs or a diversion of management's attention and resources or have a material adverse impact on our business, financial condition and results of operations.
We are subject to litigation in the ordinary course of business.
We are subject to litigation from time to time in the ordinary course of business some of which may adversely affect our business. Should any litigation in
which we become involved be determined against us, such a decision could adversely affect our ability to continue operating, the market price for the Common
Shares and could require the use of significant resources. Even if we are involved in litigation and win, litigation can redirect significant resources. Litigation may
also create a negative perception of our brand.
We may not be able to successfully manage our growth.
We are currently in an early development stage and may be subject to growth-related risks, including capacity constraints and pressure on our internal
systems and controls, which may place significant strain on our operational and managerial resources. Our ability to manage growth effectively will require us to
continue to implement and improve our operational and financial systems and to expand, train and manage our employee base. There can be no assurances that
we will be able to
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manage growth successfully. Any inability to manage growth successfully could have a material adverse effect on our business, financial condition and results
of operations.
We may compete for market share with other companies, both domestically and internationally, which may have longer operating histories and more
financial resources, manufacturing and marketing experience than us.
We do, and expect to continue to face, intense competition from other companies, some of which can be expected to have longer operating histories and
more financial resources, manufacturing and marketing experience than us. In addition, there is potential that the medical cannabis industry will undergo
consolidation, creating larger companies with financial resources, manufacturing and marketing capabilities, and product offerings that are greater than ours. As a
result of this competition, we may be unable to maintain our operations or develop them as currently proposed on terms we consider acceptable, or at all.
Increased competition by larger, better-financed competitors with geographic advantages could materially and adversely affect our business, financial condition
and results of operations.
On a domestic front, the number of licenses granted and the number of Licensed Producers ultimately authorized by Health Canada could also have an
impact on our operations. We expect to face additional competition from new market entrants that are granted licenses under the ACMPR or existing license
holders which are not yet active in the industry. If a significant number of new licenses are granted by Health Canada in the near term, we may experience
increased competition for market share and may experience downward price pressure on our products as new entrants increase production. We also face
competition from illegal dispensaries and the black market that are unlicensed and unregulated, and that are selling cannabis and cannabis products, including
products with higher concentrations of active ingredients, and using delivery methods, including edibles and extract vaporizers, that we are prohibited from
offering to individuals as they are not currently permitted by the ACMPR. Any inability or unwillingness of law enforcement authorities to enforce existing laws
prohibiting the unlicensed cultivation and sale of cannabis and cannabis-based products could result in the perpetuation of the black market for cannabis and/or
have a material adverse effect on the perception of cannabis use. Any or all of these events could have a material adverse effect on our business, financial
condition and results of operations.
If the number of users of cannabis for medical purposes in Canada increases, the demand for products will increase and we expect that competition will
become more intense, as current and future competitors begin to offer an increasing number of diversified products. To remain competitive, we will require a
continued high level of investment in R&D, sales and patient support. We may not have sufficient resources to maintain R&D, sales and patient support efforts on
a competitive basis which could have a material adverse effect on our business, financial condition and results of operations.
Furthermore, several recommendations of the Task Force including, but not limited to, permitting home cultivation and potentially easing barriers to entry
into a Canadian recreational cannabis market, could materially and adversely affect our business, financial condition and results of operations. There is potential
that we will face intense competition from other companies, some of which can be expected to have longer operating histories and more financial resources,
manufacturing and marketing experience than us. Increased competition by larger and better financed competitors could materially and adversely affect our
business, financial condition and results of operations.
Third parties with whom we do business may perceive themselves as being exposed to reputational risk as a result of their relationship with us and may, as a
result, refuse to do business with us.
The parties with which we do business may perceive that they are exposed to reputational risk as a result of our medical cannabis business activities. Failure
to establish or maintain business relationships could have a material adverse effect on our business, financial condition and results of operations. Any
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third-party service provider could suspend or withdraw its services to us if it perceives that the potential risks exceed the potential benefits to such services. For
example, we face challenges making U.S. dollar wire transfers. While we have other banking relationships and believe that the services can be procured from
other institutions, we may in the future have difficulty maintaining existing, or securing new, bank accounts or clearing services.
Our cannabis cultivation operations are subject to risks inherent in an agricultural business.
Our business involves the growing of medical cannabis, an agricultural product. As such, the business is subject to the risks inherent in the agricultural
business, such as insects, plant diseases and similar agricultural risks that may create crop failures and supply interruptions for our customers. Although Peace
Naturals and OGBC grow products indoors under climate controlled conditions and carefully monitor the growing conditions with trained personnel, there can be
no assurance that natural elements will not have a material adverse effect on the production of our products.
Our cannabis cultivation operations are vulnerable to rising energy costs and dependent upon key inputs.
Peace Naturals' and OGBC's medical cannabis cultivation operations consume considerable energy, making us vulnerable to rising energy costs. Rising or
volatile energy costs may have a material adverse effect our business, financial condition and results of operations.
In addition, our business is dependent on a number of key inputs and their related costs including raw materials and supplies related to our growing
operations, as well as electricity, water and other utilities. Any significant interruption or negative change in the availability or economics of the supply chain for
key inputs could materially impact our financial condition and results of operations. Any inability to secure required supplies and services or to do so on
appropriate terms could have a materially adverse impact on our business, financial condition and results of operations.
We are vulnerable to third party transportation risks.
Due to our direct to client shipping model, we depend on fast and efficient courier services to distribute our product. Any prolonged disruption of this courier
service may have a material adverse effect on our business, financial condition and results of operations. Rising costs associated with the courier services used by
us to ship our products may also have a material adverse effect on our business, financial condition and results of operations.
Due to the nature of our products, security of the product during transportation to and from our facilities is of the utmost concern. A breach of security
during transport or delivery could have a material adverse effect on our business, financial condition and results of operations. Any breach of the security
measures during transport or delivery, including any failure to comply with recommendations or requirements of Health Canada, could also have an impact on our
ability to continue operating under our licenses or the prospect of renewing our licenses.
We may become subject to liability arising from any fraudulent or illegal activity by our employees, contractors and consultants.
We are exposed to the risk that our employees, independent contractors and consultants may engage in fraudulent or other illegal activity. Misconduct by
these parties could include intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to us that violates: (i) government regulations;
(ii) manufacturing standards; (iii) federal and provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the true, complete and accurate
reporting of financial information or data. It is not always possible for us to identify and deter misconduct by our employees and other third parties, and the
precautions taken by us to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from
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governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws or regulations. If any such actions are
instituted against us, and we are not successful in defending our self or asserting our rights, those actions could have a significant impact on our business,
including the imposition of civil, criminal and administrative penalties, damages, monetary fines, contractual damages, reputational harm, diminished profits and
future earnings, and curtailment of our operations, any of which could have a material adverse effect on our business, financial condition and results
of operations.
We will seek to maintain adequate insurance coverage in respect of the risks faced by us, however, insurance premiums for such insurance may not continue
to be commercially justifiable and there may be coverage limitations and other exclusions which may not be sufficient to cover potential liabilities faced by us.
We have insurance to protect our assets, operations and employees. While we believe our insurance coverage addresses all material risks to which we are
exposed and is adequate and customary in our current state of operations, such insurance is subject to coverage limits and exclusions and may not be available for
the risks and hazards to which we are exposed. In addition, no assurance can be given that such insurance will be adequate to cover our liabilities or will be
generally available in the future or, if available, that premiums will be commercially justifiable. If we were to incur substantial liability and such damages were
not covered by insurance or were in excess of policy limits, or if we were to incur such liability at a time when we are not able to obtain liability insurance, there
could be a material adversely effect on our business, financial condition and results of operations.
Our Loan imposes limitations on the type of transactions or financial arrangements in which we may engage.
We executed a commitment letter with Romspen for the provision of a $40,000,000 senior secured debt facility, announced on August 23, 2017
(the "Loan"). The Loan is secured by all or substantially all of our assets and contains certain restrictive covenants including, subject to certain exceptions,
restrictions on our subsidiaries' ability to incur indebtedness, grant liens, make corporate changes, dispose of assets, and our and our subsidiaries' ability to pay
dividends. Events beyond our control, including changes in general economic and business conditions, may affect our ability to observe or satisfy these
covenants, which could result in a default under the Loan. If an event of default under the Loan occurs, the lender could elect to declare all principal amounts
outstanding under the Loan at such time, together with accrued interest, to be immediately due. In such an event, we may not have sufficient funds to repay
amounts owing under the Loan. The Loan is also secured by mortgages over each of the properties owned by Peace Naturals and OGBC, all of our personal
property and the personal property of Peace Naturals, OGBC and Hortican Inc. ("Hortican"), Peace Naturals' and OGBC's interests in their respective ACMPR
Licenses, as well as our shares in Hortican and the shares of Hortican in Peace Naturals and OGBC. In an event of default, we could lose those assets.
We are subject to certain restrictions of the TSXV which may constrain our ability to expand our business internationally.
The TSXV required, as a condition to listing, that we deliver an undertaking (the "Undertaking") confirming that, while listed on the TSXV, we will only
conduct the business of production, acquisition, sale and distribution of medical cannabis in Canada as permitted under our licenses with Health Canada. This
undertaking could have an adverse effect on our ability to export cannabis from Canada and on our ability to expand our business into other areas including the
provision of non-medical cannabis in the event that the laws were to change to permit such sales and we are still listed on the TSXV and still subject to the
Undertaking at the time. The Undertaking may prevent us from expanding into new areas of business when our competitors have no such restrictions. All such
restrictions could materially and adversely affect our growth, business, financial condition and results of operations.
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We may be subject to risks related to the protection and enforcement of our intellectual property rights, and may become subject to allegations that we are in
violation of intellectual property rights of third parties.
The ownership and protection of our intellectual property rights is a significant aspect of our future success. Currently we rely on trade secrets, technical
know-how and proprietary information that are not protected by patents to maintain our competitive position. We try to protect our intellectual property by
seeking and obtaining registered protection where possible, developing and implementing standard operating procedures to protect trade secrets, technical knowhow and proprietary information and entering into agreements with parties that have access to our inventions, trade secrets, technical know-how and proprietary
information, such as our partners, collaborators, employees and consultants, to protect confidentiality and ownership. We also seek to preserve the integrity and
confidentiality of our inventions, trade secrets, trademarks technical know-how and proprietary information by maintaining physical security of our premises and
physical and electronic security of our information technology systems.
It is possible that we will fail to identify inventions, trade secrets, technical know-how, trademarks and proprietary information, will fail to protect such
inventions and information, will inadvertently disclose such intellectual property or will fail to register rights in relation to such intellectual property.
In relation to our agreements with parties that have access to our intellectual property, any of these parties may breach these agreements and we may not
have adequate remedies for any specific breach. In relation to our security measures, such security measures may be breached, and we may not have adequate
remedies for any such breach. In addition, our intellectual property which has not yet been applied for or registered may otherwise become known to or be
independently developed by competitors, or may already be the subject of applications for intellectual property registrations filed by our competitors, which may
have a material adverse effect on our business, financial condition and results of operations.
We cannot provide any assurances that our inventions, trade secrets, trademarks, technical know-how and other proprietary information will not be disclosed
in violation of agreements or that competitors will not otherwise gain access to our intellectual property or independently develop and file applications for
intellectual property rights that adversely impact our intellectual property rights. Unauthorized parties may attempt to replicate or otherwise obtain and use our
inventions, trade secrets, trademarks, technical know-how and proprietary information. Policing the unauthorized use of our current or future intellectual property
rights could be difficult, expensive, time-consuming and unpredictable, as may be enforcing these rights against unauthorized use by others. Identifying
unauthorized use of intellectual property rights is difficult as we may be unable to effectively monitor and evaluate the products being distributed by our
competitors, including parties such as unlicensed dispensaries, and the processes used to produce such products. Additionally, if the steps taken to identify and
protect our intellectual property rights are deemed inadequate, we may have insufficient recourse against third parties for enforcement of our intellectual property
rights.
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Furthermore, the laws and positions of intellectual property offices administering such laws regarding intellectual property rights relating to cannabis and
cannabis-related products are constantly evolving and there is uncertainty regarding which countries' laws prohibit the filing, prosecution and issuance of
applications for intellectual property registrations in relation to cannabis and cannabis-related products and which countries' laws prohibit the enforcement of
rights under intellectual property registrations in relation to cannabis and cannabis-related products.
In addition, we have sought trademark protection in many countries, including Canada and others. Our ability to obtain registered trademark protection for
cannabis-related goods and services, in particular for cannabis itself, may be limited in certain countries outside of Canada, including the United states, where
registered federal trademark protections is currently unavailable for trademarks covering the sale of cannabis products (a controlled substance); and including the
European Union, where laws on the legality of cannabis use are not uniform, and trademarks cannot be obtained for products that are "contrary to public policy or
accepted principles of morality". Accordingly, our ability to obtain intellectual property rights or enforce intellectual property rights against third party uses of
similar trademarks may be limited in certain countries.
Moreover, in any infringement proceeding, some or all of our current or future trademarks, patents or other intellectual property rights or other proprietary
know-how, or arrangements or agreements seeking to protect the same for our benefit, may be found invalid, unenforceable, anti-competitive or not infringed. An
adverse result in any litigation or defense proceedings could put one or more of our current or future trademarks, patents or other intellectual property rights at
risk of being invalidated or interpreted narrowly and could put existing intellectual property applications at risk of not being issued. Any or all of these events
could materially and adversely affect our business, financial condition and results of operations.
We cannot offer any assurances about which, if any, patent applications will issue, the breadth of any such patent or whether any issued patents will be found
invalid or unenforceable or which of our products or processes will be found to infringe upon the patents or other proprietary rights of third parties. Any
successful opposition to future issued patents could deprive us of rights necessary for the successful commercialization of any new products or processes that we
may develop.
Also, there is no guarantee that any patent or other intellectual property applications that we file will result in registration or any enforceable intellectual
property rights. Further, there is no assurance that we will find all potentially relevant prior art relating to any patent applications that we file, which may prevent
a patent from issuing from a patent application or invalidate any patent that issues from such application. Even if patents do successfully issue, and cover our
products and processes, third parties may challenge their validity, enforceability, or scope, which may result in such patents being narrowed, found unenforceable
or invalidated. Furthermore, even if they are unchallenged, any patent applications and future patents may not adequately protect our intellectual property, provide
exclusivity for our products or processes, or prevent others from designing around any issued patent claims. Any of these outcomes could impair our ability to
prevent competition from third parties, which may have an adverse impact on our business.
In addition, other parties may claim that our products infringe on their proprietary and patent protected rights. There may be third party patents or patent
applications with claims to products or processes related to the manufacture, use or sale of or products and processes. There may be currently pending patent
applications, some of which may still be confidential, that may later result in issued patents that our products or processes may infringe. In addition, third parties
may obtain patents in the future and claim that use of our inventions, trade secrets, technical know-how and proprietary information, or the manufacture, use or
sale of our products infringes upon those patents. Third parties may also claim that our use of our trademarks infringes upon their trademark rights. Parties
making claims against us may obtain injunctive or other equitable relief, which may have an adverse impact on
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our business. Such claims, whether or not meritorious, may result in the expenditure of significant financial and managerial resources, legal fees, result in
injunctions, temporary restraining orders and/or require the payment of damages. In addition, we may need to obtain licenses from third parties who allege that
we have infringed on their lawful rights. However, such licenses may not be available on terms acceptable to us or at all. In addition, we may not be able to obtain
or utilize on terms that are favorable to us, or at all, licenses or other rights with respect to intellectual property that we do not own.
Germplasm, including seeds, clones and cuttings, is the genetic material used in new cannabis varieties and hybrids. We use advanced breeding technologies
to produce cannabis germplasm (hybrids and varieties) with superior performance. We rely on parental varieties for the success of our breeding program. While
we believe that the parental germplasm is proprietary to us, we may need to obtain licenses from third parties who allege that we have appropriated their
germplasm or their rights to such germplasm. We seek to protect our parental germplasm as appropriate, relying on intellectual property rights, including rights
related to inventions (patents and plant breeders' rights), trade secrets, technical know-how, trademarks and proprietary information. There is a risk that we will
fail to protect such germplasm or that we will fail to register rights in relation to such germplasm.
We also seek to protect our parental germplasm, hybrids and varieties from pests and diseases and enhance plant productivity and fertility, and we research
products to protect against crop pests and fungus. There are a number of reasons why new product concepts in these areas may be abandoned, including greater
than anticipated development costs, technical difficulties, regulatory obstacles, competition, inability to prove the original concept, lack of demand and the need
to divert focus, from time to time, to other initiatives with perceived opportunities for better returns. The processes of breeding, development and trait integration
are lengthy, and the germplasm we test may not be selected for commercialization. The length of time and the risk associated with breeding may affect our
business. Our sales depend on our germplasm. Commercial success frequently depends on being the first company to the market, and many of our competitors are
also making considerable investments in similar new and improved cannabis germplasm products. Consequently, there is no assurance that we will develop and
deliver new cannabis germplasm products to the markets we serve on a timely basis.
Finally, we seek to protect our germplasm, hybrids and varieties from accidental release, theft, misappropriation and sabotage by maintaining physical
security of our premises. However, such security measures may be breached, and we may not have adequate remedies in the case of any such breach.
Conflicts of interest may arise between us and our directors and officers.
We may be subject to various potential conflicts of interest because of the fact that some of our directors and officers may be engaged in a range of business
activities. In addition, our executive officers and directors may devote time to their outside business interests, so long as such activities do not materially or
adversely interfere with their duties to us. In some cases, our directors and executive officers may have fiduciary obligations associated with these business
interests that interfere with their ability to devote time to our business and affairs and that could adversely affect our operations. These business interests could
require significant time and attention of our directors and executive officers.
In addition, we may also become involved in other transactions which conflict with the interests of our directors and officers who may from time to time deal
with persons, firms, institutions or corporations with which we may be dealing, or which may be seeking investments similar to those desired by us. The interests
of these persons could conflict with our interests. In addition, from time to time, these persons may be competing with us for available investment opportunities.
Conflicts of interest, if any, will be subject to the procedures and remedies provided under applicable laws. In particular, in the event that such a conflict of
interest arises at a meeting of our directors, a director who has such a conflict will abstain from voting for or against the approval of such participation or
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such terms. In accordance with applicable laws, our directors are required to act honestly, in good faith and in our best interests.
Tax and accounting requirements may change in ways that are unforeseen to us and we may face difficulty or be unable to implement and/or comply with
any such changes.
We are subject to numerous tax and accounting requirements, and changes in existing accounting or taxation rules or practices, or varying interpretations of
current rules or practices, could have a significant adverse effect on our financial results, the manner in which we conduct our business or the marketability of any
of our products. In the future, the geographic scope of our business may expand, and such expansion will require us to comply with the tax laws and regulations
of multiple jurisdictions. Requirements as to taxation vary substantially among jurisdictions. Complying with the tax laws of these jurisdictions can be time
consuming and expensive and could potentially subject us to penalties and fees in the future if we were to inadvertently fail to comply. In the event that we were
to inadvertently fail to comply with applicable tax laws, this could have a material adverse effect on our business, financial condition and results of operations.
Our financial performance is subject to risks of foreign exchange rate fluctuation which could result in foreign exchange losses.
We may be exposed to fluctuations of the Canadian dollar against certain other currencies because we publish our financial statements in Canadian dollars,
while a portion of our assets, liabilities, revenues and costs are or will be denominated in other currencies. Exchange rates for currencies of the countries in which
we operate may fluctuate in relation to the Canadian dollar, and such fluctuations may have a material adverse effect on our earnings or assets when translating
foreign currency into Canadian dollars.
The inability for counterparties and customers to meet their financial obligations to us may result in financial losses.
Credit risk is the risk that the counterparty to a financial instrument fails to meet its contractual obligations, resulting in a financial loss to us. There are no
assurances that our counterparties or customers will meet their contractual obligations to us.
Natural disasters, unusual weather, pandemic outbreaks, boycotts and geo-political events or acts of terrorism could adversely affect our operations and
financial results.
The occurrence of one or more natural disasters, such as hurricanes, floods and earthquakes, unusually adverse weather, pandemic outbreaks, boycotts and
geo-political events, such as civil unrest in countries in which our operations are located and acts of terrorism, or similar disruptions could adversely affect our
business, financial condition and results of operations. These events could result in physical damage to one or more of our properties, increases in fuel or other
energy prices, the temporary or permanent closure of one or more of our facilities, the temporary lack of an adequate workforce in a market, the temporary or
long-term disruption in the supply of products from suppliers, the temporary disruption in the transport of goods, delay in the delivery of goods to our facilities,
and disruption to our information systems. These factors could otherwise disrupt our operations and could have an adverse effect on our business, financial
condition and results of operations.
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Risks relating to our Common Shares and this Offering
The market price for the Common Shares may be volatile and subject to fluctuation in response to numerous factors, many of which are beyond our control,
including the following:
The market price for the Common Shares may be volatile and subject to wide fluctuations in response to many factors, including:
•

actual or anticipated fluctuations in our results of operations;

•

changes in estimates of our future results of operations by us or securities research analysts;

•

changes in the economic performance or market valuations of other companies that investors deem comparable to us;

•

addition or departure of our executive officers and other key personnel;

•

release or other transfer restrictions on outstanding Common Shares;

•

sales or perceived sales of additional Common Shares;

•

significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving us or our
competitors;

•

news reports relating to trends, concerns or competitive developments, regulatory changes and other related issues in our industry or
target markets;

•

investors' general perception of us and the public's reaction to our press releases, our other public announcements and our filings with the SEC and
Canadian securities regulators; and

•

the market's reaction to our reduced disclosure as a result of being an emerging growth company under the Jumpstart Our Business Startups
(JOBS) Act.

Financial markets continue to experience significant price and volume fluctuations that have particularly affected the market prices of equity securities of
companies and that have, in many cases, been unrelated to the operating performance, underlying asset values or prospects of such companies. Accordingly, the
market price of the Common Shares may decline even if our results of operations, underlying asset values or prospects have not changed. Additionally, these
factors, as well as other related factors, may cause decreases in asset values that are deemed to be other than temporary, which may result in impairment losses.
As well, certain institutional investors may base their investment decisions on consideration of our environmental, governance, diversity and social practices and
performance against such institutions' respective investment guidelines and criteria, and failure to meet such criteria may result in limited or no investment in the
Common Shares by those institutions, which could adversely affect the trading price of the Common Shares. There can be no assurance that continuing
fluctuations in price and volume will not occur. If such increased levels of volatility and market turmoil continue, our business and financial condition could be
adversely impacted and the trading price of the Common Shares may be adversely affected.
The recent listing of our Common Shares on the NASDAQ in addition to the TSXV may increase the trading price volatility on the TSXV and also result in
volatility of the trading price on the NASDAQ because trading will be split between the two markets, resulting in less liquidity on both exchanges. In addition,
different liquidity levels, volume of trading, currencies and market conditions on the TSXV and the NASDAQ may result in different prevailing trading prices.
Securities class action litigation often has been brought against companies following periods of volatility in the market price of their securities. We may in
the future be the target of similar litigation. Securities litigation could result in substantial costs and damages and divert management's attention
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and resources, which could adversely affect our business. Any adverse determination in litigation against us could also subject us to significant liabilities.
We have broad discretion in the use of net proceeds from this Offering and may not use them effectively.
As described under the heading "Use of Proceeds," we intend to use $15,000,000 of the net proceeds of the Offering for capital expenditures relating to
international operations and capacity expansion, and the remaining net proceeds of the Offering, including any net proceeds realized from the exercise of the
Over-Allotment Option, for general working capital purposes, including working capital for the Company's international operations, and as capital on hand for
potential new investment opportunities. Although we currently intend to use the net proceeds from this Offering in such a manner, management will have broad
discretion in the application of the net proceeds and may elect to allocate proceeds differently from that described under the heading "Use of Proceeds. Our
shareholders may not agree with the manner in which management chooses to allocate and spend the net proceeds. Our failure to apply these funds effectively
could have a material adverse effect on our business and financial conditions and may require us to raise additional capital.
We are eligible to be treated as an "emerging growth company," as defined in the JOBS Act, and we cannot be certain if the reduced disclosure requirements
applicable to emerging growth companies will make our Common Shares less attractive to investors.
We are an "emerging growth company," as defined in the JOBS Act. For as long as we continue to be an emerging growth company, we may take advantage
of exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth companies, including, but not
limited to, not being required to comply with the auditor attestation requirements of Section 404 of the United States Sarbanes-Oxley Act of 2002, or the
Sarbanes-Oxley Act.
We could be an emerging growth company for up to five years, although circumstances could cause us to lose that status earlier, including if the market value
of the Common Shares held by non-affiliates exceeds US$700 million as of any June 30 before that time or if we have total annual gross revenue of
US$1.0 billion or more during any fiscal year before that time, in which cases we would no longer be an emerging growth company as of the following
December 31 or, if we issue more than US$1.0 billion in non-convertible debt during any three-year period before that time, we would cease to be an emerging
growth company immediately. Even after we no longer qualify as an emerging growth company, we may still qualify as a "smaller reporting company" which
would allow us to take advantage of many of the same exemptions from disclosure requirements, including not being required to comply with the auditor
attestation requirements of Section 404 of the Sarbanes-Oxley Act. We cannot predict if investors will find the Common Shares less attractive because we may
rely on these exemptions. If some investors find the Common Shares less attractive as a result, there may be a less active trading market for the Common Shares
and the trading price of the Common Shares may be more volatile.
We expect to incur increased costs as a result of being a public company in the United States, and our management will be required to devote substantial time
to United States public company compliance programs.
As a public company in the United States, we expect to incur significant additional legal, insurance, accounting and other expenses. In addition, our
administrative staff will be required to perform additional tasks. For example, as result of becoming a public company in the United States, we are in the process
of adopting additional internal controls and disclosure controls and procedures, have retained a United States transfer agent, adopted a United States compliant
insider trading policy and other corporate governance programs and charters and bear all of the internal and external costs of preparing and distributing periodic
public reports in compliance with our obligations under
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U.S. securities laws. We intend to invest resources to comply with evolving United States laws, regulations and standards, and this investment will result in
increased general and administrative expenses. Our management team may not successfully or efficiently manage our transition to being a United States public
company subject to significant regulatory oversight and reporting obligations under U.S. securities laws. In particular, these new obligations will require
substantial attention from our senior management and could divert their attention away from the day-to-day management of our business. If our efforts to comply
with new United States laws, regulations and standards differ from the activities intended by regulatory or governing bodies due to ambiguities related to practice,
regulatory authorities or third-parties may initiate legal proceedings against us and our business may be harmed. In connection with becoming a public company
in the United States, we have increased our directors' and officers' insurance coverage, which will increase our insurance cost. In the future, it will be more
expensive for us to obtain director and officer liability insurance, and we may be required to accept reduced coverage or incur substantially higher costs to obtain
coverage. These factors could also make it more difficult for us to attract and retain qualified members to our Board of Directors in the future, particularly to
serve on our audit committee, and qualified executive officers.
In addition, in order to comply with the requirements of being a United States public company, we may need to undertake various actions, including relating
to implementing new internal controls and procedures and hiring new accounting or internal audit staff. The Sarbanes-Oxley Act requires that we maintain
effective disclosure controls and procedures and internal control over financial reporting. We are continuing to develop and refine our disclosure controls and
other procedures that are designed to ensure that information required to be disclosed by us in the reports that we file with the SEC is recorded, processed,
summarized and reported within the time periods specified in the SEC's rules and forms, and that information required to be disclosed in reports under the
Exchange Act, is accumulated and communicated to our principal executive and financial officers. Any failure to develop or maintain effective controls could
adversely affect the results of periodic management evaluations. In the event that we are not able to demonstrate compliance with the Sarbanes-Oxley Act, that
our internal control over financial reporting is perceived as inadequate, or that we are unable to produce timely or accurate financial statements, investors may
lose confidence in our results of operations and the trading price of our Common Shares could decline. In addition, if we are unable to continue to meet these
requirements, we may not be able to remain listed on the NASDAQ.
We are not currently required to comply with the SEC's rules that implement Section 404 of the Sarbanes-Oxley Act, and are therefore not yet required to
make a formal assessment of the effectiveness of our internal control over financial reporting under United States rules. We are required to comply with certain of
the SEC's rules implementing the Sarbanes-Oxley Act, which require management to certify financial and other information in our annual reports and provide an
annual management report on the effectiveness of our internal control over financial reporting commencing with our second annual report filed with the SEC.
This assessment will need to include the disclosure of any material weaknesses in our internal control over financial reporting identified by our management or
our independent registered public accounting firm. We have commenced the costly and challenging process of implementing the system and processing
documentation needed to comply with such requirements. We may not be able to complete our evaluation, testing and any required remediation in a
timely fashion.
Our independent registered public accounting firm will not be required to formally attest to the effectiveness of our internal control over financial reporting
until the later of our second annual report or the first annual report required to be filed with the SEC following the date we are no longer an "emerging growth
company" as defined in the JOBS Act. We cannot assure you that there will not be material weaknesses or significant deficiencies in our internal controls in
the future.
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As a foreign private issuer, we are subject to different U.S. securities laws and rules than a domestic U.S. issuer, which may limit the information publicly
available to our shareholders.
We are a "foreign private issuer," as such term is defined in Rule 405 under the U.S. Securities Act, and are not subject to the same requirements that are
imposed upon U.S. domestic issuers by the SEC. Under the Exchange Act, we will be subject to reporting obligations that, in certain respects, are less detailed
and less frequent than those of U.S. domestic reporting companies. As a result, we will not file the same reports that a U.S. domestic issuer would file with the
SEC, although we will be required to file or furnish to the SEC the continuous disclosure documents that we are required to file in Canada under Canadian
securities laws. In addition, our officers, directors, and principal shareholders are exempt from the reporting and "short swing" profit recovery provisions of
Section 16 of the Exchange Act. Therefore, our shareholders may not know on as timely a basis when our officers, directors and principal shareholders purchase
or sell shares, as the reporting deadlines under the corresponding Canadian insider reporting requirements are longer.
As a foreign private issuer, we will be exempt from the rules and regulations under the Exchange Act related to the furnishing and content of proxy
statements. We will also be exempt from Regulation FD, which prohibits issuers from making selective disclosures of material non-public information. While we
will comply with the corresponding requirements relating to proxy statements and disclosure of material non-public information under Canadian securities laws,
these requirements differ from those under the Exchange Act and Regulation FD and shareholders should not expect to receive the same information at the same
time as such information is provided by U.S. domestic companies. In addition, we will have four months after the end of each fiscal year to file our annual report
with the SEC and will not be required under the Exchange Act to file quarterly reports with the SEC as promptly as U.S. domestic companies whose securities are
registered under the Exchange Act.
In addition, as a foreign private issuer, we have the option to follow certain Canadian corporate governance practices, except to the extent that such laws
would be contrary to U.S. securities laws, and provided that we disclose the requirements we are not following and describe the Canadian practices we follow
instead. We may in the future elect to follow home country practices in Canada with regard to certain corporate governance matters. As a result, our shareholders
may not have the same protections afforded to shareholders of U.S. domestic companies that are subject to all corporate governance requirements.
We may lose foreign private issuer status in the future, which could result in significant additional costs and expenses to us.
We may in the future lose our foreign private issuer status if a majority of our shares are held in the United States and we fail to meet the additional
requirements necessary to avoid loss of foreign private issuer status, such as if: (1) a majority of our directors or executive officers are U.S. citizens or residents;
(2) a majority of our assets are located in the United States; or (3) our business is administered principally in the United States. Although we have elected to
comply with certain U.S. regulatory provisions, our loss of foreign private issuer status would make such provisions mandatory. The regulatory and compliance
costs to us under U.S. securities laws as a U.S. domestic issuer will be significantly more than the costs incurred as a Canadian foreign private issuer. If we are not
a foreign private issuer, we would not be eligible to use foreign issuer forms and would be required to file periodic and current reports and registration statements
on U.S. domestic issuer forms with the SEC, which are generally more detailed and extensive than the forms available to a foreign private issuer. In addition, we
may lose our ability to rely upon exemptions from certain corporate governance requirements on the NASDAQ that are available to foreign private issuers.
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We may require additional capital in the future and we cannot give any assurance that such capital will be available at all or available on terms acceptable to
us and, if it is available, additional capital raised by us may dilute holders of Common Shares.
We may need to raise additional funds through public or private debt or equity financings in order to:
•

fund ongoing operations;

•

take advantage of opportunities, including more rapid expansion of our business or the acquisition of complementary products, technologies
or businesses;

•

develop new products; or

•

respond to competitive pressures.

Holders of Common Shares will have no pre-emptive rights in connection with such further issues. The Board of Directors has the discretion to determine if
an issuance of Common Shares is warranted, the price at which such issuance is effected and the other terms of issue of Common Shares. Any additional capital
raised through the sale of equity will dilute the percentage ownership of holders of our Common Shares. Capital raised through debt financing would require us to
make periodic interest payments and may impose restrictive covenants on the conduct of our business.
A substantial number of Common Shares are owned by a limited number of existing shareholders.
Our management, directors and employees own a substantial number of the outstanding Common Shares (on a fully diluted basis). As such, our
management, directors and employees, as a group, each are in a position to exercise significant influence over matters requiring shareholder approval, including
the election of directors and the determination of significant corporate actions. In addition, these shareholders could delay or prevent a change in control that
could otherwise be beneficial to holders of Common Shares.
It is not anticipated that any dividend will be paid to holders of Common Shares for the foreseeable future.
No dividends on the Common Shares have been paid to date. We currently intend to retain future earnings, if any, for future operation, expansion and debt
repayment. Any decision to declare and pay dividends in the future will be made at the discretion of our Board of Directors and will depend on, among other
things, financial results, cash requirements, contractual restrictions and other factors that our Board of Directors may deem relevant. As a result, investors may not
receive any return on an investment in the Common Shares unless they sell their shares for a price greater than that which such investors paid for them.
Investors in the United States may have difficulty bringing actions and enforcing judgments against us and others based on securities law civil liability
provisions.
We are incorporated under the laws of the Province of Ontario and our head office is located in the Province of Ontario. Some of our directors and officers
and some of the experts named in this Prospectus and the documents incorporated by reference herein and therein are residents of Canada or otherwise reside
outside of the United States, and a substantial portion of their assets and our assets are located outside the United States. Consequently, it may be difficult for
investors in the United States to bring an action against such directors, officers or experts or to enforce against those persons or us a judgment obtained in a
United States court predicated upon the civil liability provisions of U.S. federal securities laws or other laws of the United States. See "Enforceability of Civil
Liabilities".
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If we are a passive foreign investment company for U.S. federal income tax purposes in any year, certain adverse tax rules could apply to U.S. Holders
of Shares.
Based on current business plans and financial expectations, the Company may be a passive foreign investment company ("PFIC") for the current taxable
year ending December 31, 2018 and may be a PFIC for the foreseeable future.
The Company will be classified as a PFIC for any taxable year for U.S. federal income tax purposes if for a taxable year, (a) 75% or more of the gross
income of the Company is passive income or (b) 50% or more of the value of the Company's assets either produce passive income or are held for the production
of passive income, based on the quarterly average of the fair market value of such assets.
PFIC status is determined annually and depends upon the composition of a company's income and assets and the market value of its stock from time to time.
Therefore, there can be no assurance as to our PFIC status for future taxable years. The value of our assets will be based, in part, on the then market value of
Shares, which is subject to change.
If we are a PFIC for any taxable year during which a U.S. Holder (as defined under "Certain U.S. Federal Income Tax Consequences" in this Prospectus)
holds Shares, such U.S. Holders could be subject to adverse U.S. federal income tax consequences (whether or not we continue to be a PFIC). For example,
U.S. Holders may become subject to increased tax liabilities under U.S. federal income tax laws and regulations, and will become subject to burdensome
reporting requirements. If we are a PFIC during a taxable year in which a U.S. Holder holds Shares, such U.S. Holder may be able to make a "qualified electing
fund" election (a "QEF Election") or, alternatively, a "mark-to-market" election that could mitigate the adverse U.S. federal income tax consequences that would
otherwise apply to such U.S. Holder. Upon request of a U.S. Holder, we intend to provide the information necessary for a U.S. Holder to make applicable QEF
Elections. In addition, under certain attribution rules, if the Company is a PFIC, U.S. Holders will generally be deemed to own their proportionate share of the
Company's direct or indirect equity interest in any company that is also a PFIC (a "Subsidiary PFIC"). U.S. Holders may need to make one or more elections
with respect to any Subsidiary PFIC in order to mitigate the adverse U.S. federal income tax consequences. See "Certain U.S. Federal Income Tax Consequences
—Ownership and Disposition of the Shares if the Company is a PFIC" for additional information.
U.S. Holders are urged to consult their own tax advisers as to whether we may be treated as a PFIC and the tax consequences thereof.
If securities or industry analysts do not publish research, or publish inaccurate or unfavorable research about our business, our share price and trading
volume could decline.
The trading market for our Common Shares depends, in part, on the research and reports that securities or industry analysts publish about us or our business.
If one or more of the analysts who cover us downgrade our Common Shares or publish inaccurate or unfavorable research about our business, the trading price of
the Common Shares would likely decline. In addition, if our results of operations fail to meet the forecast of analysts, the trading price of the Common Shares
would likely decline. If one or more of these analysts cease coverage of us or fail to publish reports on us regularly, demand for our Common Shares could
decrease, which might cause our trading price and trading volume to decline.
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DOCUMENTS FILED AS PART OF THE REGISTRATION STATEMENT
The following documents have been or will be filed with the SEC as part of the registration statement of which this Prospectus is a part insofar as required
by the SEC's Form F-10:
•

the Underwriting Agreement;

•

the documents listed under "Documents Incorporated by Reference" in this Prospectus;

•

the consent of the auditor, MNP LLP;

•

the consent of the Company's Canadian counsel, Blake, Cassels & Graydon LLP;

•

the consent of the Underwriters' Canadian counsel, Dentons Canada LLP;

•

powers of attorney from the Company's directors and officers.

LEGAL MATTERS
Certain legal matters in connection with this Offering will be passed upon on behalf of the Company by Blake, Cassels & Graydon LLP, with respect to
Canadian law, and Paul, Weiss, Rifkind, Wharton & Garrison LLP, with respect to United States law. Certain legal matters in connection with this Offering will
be passed upon on behalf of the Underwriters by Dentons Canada LLP, with respect to Canadian law. The Underwriters have been represented by Shearman &
Sterling LLP with respect to matters of United States law. As at the date hereof, the partners and associates of Blake, Cassels & Graydon LLP and Dentons
Canada LLP, each as a group, beneficially own, directly and indirectly, in the aggregate, less than one percent of the Common Shares.

AUDITOR, TRANSFER AGENT AND REGISTRAR
MNP LLP is the independent auditor of the Company and is independent within the meaning of the Rules of Professional Conduct of the Chartered
Professional Accountants of Ontario and within the meaning of the Exchange Act and the applicable rules and regulations adopted by the SEC and the Public
Company Accounting Oversight Board (U.S.). The consolidated financial statements of the Company as at December 31, 2016 and 2015, and for each of the two
years in the period ended December 31, 2016, incorporated by reference in this Prospectus have been audited by MNP LLP and have been so incorporated in
reliance upon the report of MNP LLP given their authority as experts in accounting and auditing.
The registrar and transfer agent for the Common Shares is TSX Trust Company at its offices in Toronto, Ontario and Continental Stock Transfer & Trust
Company at its offices in New York, New York.

AGENT FOR SERVICE OF PROCESS
Each of Michael Gorenstein, the Chairman, Chief Executive Officer, President and a director of the Company, and Jason Adler, a director of the Company,
resides outside of Canada and has appointed Cronos Group Inc., 720 King Street West, Toronto, Ontario, M5V 2T3, Canada, as his agent for service of process.
Purchasers are advised that it may not be possible for investors to enforce judgments obtained in Canada against any person or company that is incorporated,
continued or otherwise organized under the laws of a foreign jurisdiction or resides outside of Canada, even if the party has appointed an agent for service
of process.
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PROMOTERS
Alan Friedman, a director of the Company, is a promoter of the Company. As of the date of this Prospectus, Mr. Friedman beneficially owns, controls, or
directs, directly or indirectly, 294,878 Common Shares, representing approximately 0.18% of the issued and outstanding Common Shares. Mr. Friedman also
holds 83,000 options to purchase Common Shares. Mr. Friedman has served as a director of the Company since August 21, 2012.
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PART II
INFORMATION NOT REQUIRED TO BE DELIVERED
TO OFFEREES OR PURCHASERS
Indemnification of Directors and Officers
Under the Business Corporations Act (Ontario), the Registrant may indemnify a director or officer of the Registrant, a former director or officer of the
Registrant or another individual who acts or acted at the Registrant's request as a director or officer, or an individual acting in a similar capacity, of another entity
(each of the foregoing, an "individual"), against all costs, charges and expenses, including an amount paid to settle an action or satisfy a judgment, reasonably
incurred by the individual in respect of any civil, criminal, administrative, investigative or other proceeding in which the individual is involved because of that
association with the Registrant or other entity, on the condition that (i) such individual acted honestly and in good faith with a view to the best interests of the
Registrant or, as the case may be, to the best interests of the other entity for which the individual acted as a director or officer or in a similar capacity at the
Registrant's request; and (ii) if the matter is a criminal or administrative action or proceeding that is enforced by a monetary penalty, the Registrant shall not
indemnify the individual unless the individual had reasonable grounds for believing that his or her conduct was lawful.
Further, the Registrant may, with the approval of a court, indemnify an individual in respect of an action by or on behalf of the Registrant or other entity to
obtain a judgment in its favor, to which the individual is made a party because of the individual's association with the Registrant or other entity as a director or
officer, a former director or officer, an individual who acts or acted at the Registrant's request as a director or officer, or an individual acting in a similar capacity,
against all costs, charges and expenses reasonably incurred by the individual in connection with such action, if the individual fulfills the conditions in (i) and
(ii) above. Such individuals are entitled to indemnification from the Registrant in respect of all costs, charges and expenses reasonably incurred by the individual
in connection with the defense of any civil, criminal, administrative, investigative or other proceeding to which the individual is subject because of the
individual's association with the Registrant or other entity as described above, provided the individual seeking an indemnity: (A) was not judged by a court or
other competent authority to have committed any fault or omitted to do anything that the individual ought to have done; and (B) fulfills the conditions in (i) and
(ii) above.
The by-laws of the Registrant provide that, subject to the Business Corporations Act (Ontario), the Registrant shall from time to time indemnify and save
harmless every director or officer of the Registrant, every former director or officer of the Registrant, every individual who acts or has acted at the Registrant's
request as a director or officer of a body corporate of which the Registrant is or was a shareholder or creditor, and that individual's heirs, executors, administrators
and other legal personal representatives (each an "Indemnified Person") from and against (a) any and all liability, costs, charges and expenses, including an
amount paid to settle an action or satisfy a judgment which is reasonably incurred by such Indemnified Person in respect of any civil, criminal, action, suit or
administrative proceeding that is proposed or commenced against such Indemnified Person for or in respect of the execution of the duties of such Indemnified
Person's office or by reason of such Indemnified Person being or having been a director or officer of the Registrant or such body corporate; and (b) all other costs,
charges and expenses that such individual sustains or incurs in respect of the affairs of the Registrant.
The Registrant maintains directors' and officers' liability insurance which insures directors and officers for losses as a result of claims against the directors
and officers of the Registrant in their capacity as directors and officers and also reimburses the Registrant for payments made pursuant to the indemnity provisions
under the by-laws of the Registrant and the Business Corporations Act (Ontario).
***
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Insofar as indemnification for liabilities arising under the Securities Act of 1933, as amended, may be permitted to directors, officers or persons
controlling the Registrant pursuant to the foregoing provisions, the Registrant has been informed that in the opinion of the U.S. Securities and Exchange
Commission such indemnification is against public policy as expressed in the Securities Act of 1933, as amended, and is therefore unenforceable.
The exhibits listed in the exhibit index, appearing elsewhere in this Registration Statement, have been filed as part of this Registration Statement.
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PART III
UNDERTAKING AND CONSENT TO SERVICE OF PROCESS
Item 1.

Undertaking

The Registrant undertakes to make available, in person or by telephone, representatives to respond to inquiries made by the Commission staff, and to furnish
promptly, when requested to do so by the Commission staff, information relating to the securities registered pursuant to Form F-10 or to transactions in said
securities.
Item 2.

Consent to Service of Process

A written Appointment of Agent for Service of Process and Undertaking on Form F-X for the Registrant and its agent for service of process is being filed
concurrently herewith.
Any change to the name or address of the agent for service of process of the Registrant shall be communicated promptly to the Commission by amendment
to Form F-X referencing the file number of this Registration Statement on Form F-10.
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EXHIBIT INDEX
Exhibit
Number

Description

3.1* Underwriting Agreement.
4.1 Annual information form of the Registrant dated October 25, 2017 for the fiscal year ended December 31, 2016
(incorporated by reference from Exhibit No. 99.1 to the Registrant's Form 40-F, filed with the Commission on
February 22, 2018).
4.2 Audited consolidated financial statements of the Registrant, as at and for the years ended December 31, 2016 and
December 31, 2015 and related notes thereto, together with the independent auditors' report thereon (incorporated by
reference from Exhibit No. 99.3 to the Registrant's Form 40-F, filed with the Commission on February 22, 2018).
4.3 Management's discussion and analysis for the year ended December 31, 2016 (incorporated by reference from Exhibit
No. 99.4 to the Registrant's Form 40-F, filed with the Commission on February 22, 2018).
4.4 Unaudited interim condensed financial statements of the Registrant as at September 30, 2017 and for the three and nine
month periods ended September 30, 2017 and September 30, 2016, and related notes thereto (except for page 1 of such
financial statements containing a notice that the Registrant's auditor has not reviewed such financial statements)
(incorporated by reference from Exhibit No. 99.9 to the Registrant's Form 40-F, filed with the Commission on
February 22, 2018).
4.5 Management's discussion and analysis for the three and nine month periods ended September 30, 2017 and 2016
(incorporated by reference from Exhibit No. 99.10 to the Registrant's Form 40-F, filed with the Commission on
February 22, 2018).
4.6 Management information circular of the Registrant dated May 20, 2016 prepared in connection with the annual and
special meeting of shareholders of the Registrant held on June 28, 2016.
4.7 Management information circular of the Registrant dated January 23, 2017 prepared in connection with the special
meeting of shareholders of the Registrant held on February 24, 2017 (incorporated by reference from Exhibit No. 99.12
to the Registrant's Form 40-F, filed with the Commission on February 22, 2018).
4.8 Management information circular of the Registrant dated May 26, 2017 prepared in connection with the annual and
special meeting of shareholders of the Registrant held on June 28, 2017 (incorporated by reference from Exhibit
No. 99.11 to the Registrant's Form 40-F, filed with the Commission on February 22, 2018).
4.9 Material change report dated January 8, 2018 (incorporated by reference from Exhibit No. 99.21 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.10 Material change report dated November 10, 2017 (incorporated by reference from Exhibit No. 99.20 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.11 Material change report dated October 23, 2017 (incorporated by reference from Exhibit No. 99.18 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.12 Material change report dated October 23, 2017 (incorporated by reference from Exhibit No. 99.19 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.13 Material change report dated September 29, 2017 (incorporated by reference from Exhibit No. 99.17 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
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Exhibit
Number

Description

4.14 Material change report dated September 1, 2017 (incorporated by reference from Exhibit No. 99.16 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.15 Material change report dated March 17, 2017 (incorporated by reference from Exhibit No. 99.15 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.16 Material change report dated February 27, 2017 (incorporated by reference from Exhibit No. 99.14 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
4.17 Material change report dated February 17, 2017 (incorporated by reference from Exhibit No. 99.13 to the Registrant's
Form 40-F, filed with the Commission on February 22, 2018).
5.1 Consent of MNP LLP.
5.2* Consent of Blake, Cassels & Graydon LLP.
5.3* Consent of Dentons Canada LLP.
6.1 Powers of Attorney (included on the signature page of this Registration Statement).
*

To be filed by amendment.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, as amended, the registrant certifies that it has reasonable grounds to believe that it meets all of the
requirements for filing on Form F-10 and has duly caused this Registration Statement to be signed on its behalf by the undersigned, thereunto duly authorized, in
the City of Toronto, Ontario, on March 21, 2018.
CRONOS GROUP INC.
By:

/s/ MICHAEL GORENSTEIN
Name:
Title:
III-4

Michael Gorenstein
President and Chief Executive Officer

POWER OF ATTORNEY
KNOW ALL MEN BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Michael Gorenstein, Xiuming Shum
and William Hilson, or any of them, his or her true and lawful attorneys-in-fact and agents, each of whom may act alone, with full powers of substitution and
resubstitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign any or all amendments to this Registration Statement,
including post-effective amendments, and any and all additional registration statements (including amendments and post-effective amendments thereto) in
connection with any increase in the amount of securities registered with the Securities and Exchange Commission, and to file the same, with all exhibits thereto,
and other documents and in connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of
them full power and authority to do and perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to all intents
and purposes as he or she might or could do in person, and hereby ratifies and confirms all his or her said attorneys-in-fact and agents or any of them or his or her
substitute or substitutes may lawfully do or cause to be done by virtue hereof.
This Power of Attorney may be executed in multiple counterparts, each of which shall be deemed an original, but which taken together shall constitute
one instrument.
Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed below by the following persons in the capacities
indicated and on the dates indicated.
Signature

/s/ MICHAEL GORENSTEIN
Michael Gorenstein
/s/ WILLIAM HILSON
William Hilson

Capacity

Date

Chairman, President and Chief Executive Officer
(Principal Executive Officer)

March 21, 2018

Chief Financial Officer (Principal Financial and
Accounting Officer)

March 21, 2018

Director

March 21, 2018

Director

March 21, 2018

Director

March 21, 2018

Director

March 21, 2018

/s/ JASON ADLER
Jason Adler
/s/ ALAN FRIEDMAN
Alan Friedman
/s/ MICHAEL KRESTELL
Michael Krestell
/s/ JIM RUDYK
Jim Rudyk
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AUTHORIZED REPRESENTATIVE
Pursuant to the requirements of Section 6(a) of the Securities Act of 1933, as amended, the undersigned has signed this Registration Statement, in the
capacity of the duly authorized representative of the Registrant in the United States, on March 21, 2018.
PUGLISI & ASSOCIATES
By: /s/ DONALD J. PUGLISI
Name:
Title:
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Donald J. Puglisi
Managing Director

Exhibit 4.6

NOTICE OF MEETING
AND
MANAGEMENT INFORMATION CIRCULAR
FOR THE
ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS OF

PHARMACAN CAPITAL CORP.
TO BE HELD ON
JUNE 28, 2016

DATED AS OF MAY 20, 2016

PHARMACAN CAPITAL CORP.
25 Adelaide Street East, Suite 1900
Toronto, Ontario, M5C 3A1
NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS
NOTICE IS HEREBY GIVEN THAT the annual and special meeting (the “Meeting”) of the holders of common shares (“Shares”) of
PharmaCan Capital Corp. (the “Corporation”) will be held at the registered office of the Corporation located at 25 Adelaide Street East,
Suite 1900, Toronto, Ontario, M5C 3A1 at 2:00 p.m. (Toronto time) on Tuesday, June 28, 2016, for the following purposes:
1.

to receive the Corporation’s audited financial statements for the year ended December 31, 2016, together with the auditor’s report
thereon;

2.

to elect directors of the Corporation for the ensuing year;

3.

to re-appoint MNP LLP, Chartered Accountants, as the auditors of the Corporation for the ensuing year and to authorize the board of
directors of the Corporation to fix their remuneration;

4.

to consider, and if thought advisable, to pass, with or without variation, an ordinary resolution re- approving the Corporation’s 10%
rolling stock option plan (the “Stock Option Plan”) as more fully described in the accompanying management information circular;
and

5.

to transact such further and other business as may properly come before the Meeting or any adjournment(s) or postponement(s) thereof.

The record date for the determination of shareholders entitled to receive notice of and to vote at the Meeting is May 20, 2016 (the
“Record Date”). Shareholders of the Corporation whose names have been entered in the register of shareholders at the close of

business on that date will be entitled to receive notice of and to vote at the Meeting, provided that, to the extent a shareholder transfers
the ownership of any of his shares after such date and the transferee of those shares establishes that he owns the shares and requests,
not later than ten (10) days before the Meeting, to be included in the list of shareholders eligible to vote at the Meeting, such transferee
will be entitled to vote those shares at the Meeting.
A registered shareholder may attend the Meeting in person or may be represented by proxy. Shareholders who are unable to attend the Meeting
or any adjournment thereof in person are requested to date, execute and return the accompanying form of proxy for use at the Meeting or any
adjournment thereof. To be effective, the enclosed proxy must be mailed so as to reach or be deposited with TMX Equity Transfer Services,
200 University Avenue, Suite 300, Toronto, Ontario, M5H 4H1, by 5:00 p.m. on June 24, 2016 or not later than forty-eight (48) hours
(excluding Saturdays, Sundays and holidays in the Province of Ontario) preceding the time of the Meeting in the event of any adjournment or
postponement thereof.
Shareholders may beneficially own common shares that are registered in the name of a broker, another intermediary or an agent of that broker
or intermediary (“Non-Registered Shareholders”). Without specific instructions, intermediaries are prohibited from voting shares for their
clients. If you are a Non- Registered Shareholder, it is vital that the voting instruction form provided to you by your broker, intermediary or its
agent is returned according to their instructions sufficiently in advance of deadline specified by the broker, intermediary or its agent to ensure
they are able to provide voting instructions on your behalf.
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The persons named in the enclosed form of proxy are each a director and/or officer of the Corporation. Every shareholder has the right to
appoint a person or company (who need not be a shareholder) to represent the shareholder at the Meeting other than the persons designated in
the enclosed form of proxy. If the shareholder wishes to appoint a person or company other than the persons whose names are designated in the
form of proxy, they may do so by inserting the name of the shareholder’s chosen proxyholder in the space provided in the form of proxy.
The instrument appointing a proxy shall be in writing and shall be executed by the shareholder or his attorney authorized in writing
or, if the shareholder is a corporation, under its corporate seal by an officer or attorney thereof duly authorized.
DATED at the City of Toronto, in the Province of Ontario, this 20th day of May, 2016.
BY ORDER OF THE BOARD OF DIRECTORS
“Michael Gorenstein”
Michael Gorenstein
President and Chief Executive Officer
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PHARMACAN CAPITAL CORP.
25 Adelaide Street East, Suite 1900
Toronto, Ontario, M5C 3A1
MANAGEMENT INFORMATION CIRCULAR
FOR THE ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON JUNE 28, 2016
This management information circular (this “Circular”) is being furnished in connection with the solicitation, by management of PharmaCan
Capital Corp. (the “Corporation”), of proxies for the annual and special meeting (the “Meeting”) of shareholders (the “Shareholders”) of the
Corporation to be held on Tuesday, June 28, 2016 at the registered office of the Corporation located at 25 Adelaide Street East, Suite 1900,
Toronto, Ontario, M5C 3A1 at 2:00 p.m. (Toronto time) and at any adjournment thereof for the purposes set forth in the enclosed notice of
meeting (the “Notice”).
Unless otherwise indicated, the information contained in this Circular is given as at May 20, 2016.
Unless otherwise indicated, all references to “dollars” or “$” means Canadian dollars.
SOLICITATION OF PROXIES
Although, it is expected that management’s solicitation of proxies for the Meeting will be made primarily by mail, proxies may be solicited by
directors, officers and employees of the Corporation personally or by telephone, fax, email or other similar means of communication. This
solicitation of proxies for the Meeting is being made by or on behalf of the directors and management of the Corporation and the
Corporation will bear the costs of this solicitation of proxies for the Meeting.

In accordance with National Instrument 54-101 – Communication with Beneficial Owners of Securities of a Reporting Issuer (“NI 54-101”),
arrangements have been made with the transfer agent, investment dealers, intermediaries, custodians, depositories and depository participants
and other nominees to forward solicitation materials to the beneficial owners of the common shares (the “Shares”) of the Corporation. The
Corporation will provide, without any cost to such person, upon request to the Chief Executive Officer of the Corporation, additional copies of
the foregoing documents for this purpose.
REGISTERED SHAREHOLDERS VOTING BY PROXY
Enclosed with this Circular is a form of proxy. The persons named in the enclosed form of proxy are officers and/or directors of the
Corporation. Every Shareholder of the Corporation has the right to appoint a person (who need not be a shareholder of the
Corporation) other than the persons already named in the enclosed form of proxy to represent such shareholder of the Corporation at
the Meeting by striking out the printed names of such persons and inserting the name of such other person in the blank space provided
therein for that purpose. In order to be valid, a proxy must be received by TMX Equity Transfer Services, 200 University Avenue, Suite 300,
Toronto, Ontario, M5H 4H1, by 5:00 p.m. on June 24, 2016, or in the event of an adjournment or postponement of the Meeting, no later than
forty-eight (48) hours (excluding Saturdays, Sundays and holidays in Ontario) before the time for holding the adjourned or postponed Meeting.
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Shareholders may also elect to vote electronically in respect of any matter to be acted upon at the Meeting. Votes cast electronically are in all
respects equivalent to, and will be treated in the exact same manner as, votes cast via a paper form of proxy. To vote electronically, registered
shareholders are asked to go to the website shown on the form of proxy and follow the instructions on the screen. Please note that each
shareholder exercising the electronic voting option will need to refer to the control number indicated on their proxy form to identify themselves
in the electronic voting system. Shareholders should also refer to the instructions on the proxy form for information regarding the deadline for
voting shares electronically. If a Shareholder votes electronically he or she is asked not to return the paper form of proxy by mail.
In order to be effective, a form of proxy must be executed by a shareholder exactly as his or her name appears on the register of shareholders of
the Corporation. Additional execution instructions are set out in the notes to the form of proxy. The proxy must also be dated where indicated.
If the date is not completed, the proxy will be deemed to be dated on the day on which it was mailed to shareholders.
The management representatives designated in the enclosed form of proxy will vote the Shares in respect of which they are appointed proxy in
accordance with the instructions of the shareholder as indicated on the proxy and, if the shareholder specifies a choice with respect to any
matter to be acted upon, the Shares will be voted accordingly. In the absence of such direction, such Shares will be voted by the
management representatives named in such form of proxy in favour of each of the matters referred to in the Notice and will be voted
by such representatives on all other matters which may come before the Meeting in their discretion.
THE ENCLOSED FORM OF PROXY, WHEN PROPERLY SIGNED, CONFERS DISCRETIONARY VOTING AUTHORITY ON
THOSE PERSONS DESIGNATED THEREIN WITH RESPECT TO AMENDMENTS OR VARIATIONS TO THE MATTERS
IDENTIFIED IN THE NOTICE AND WITH RESPECT TO OTHER MATTERS WHICH MAY PROPERLY COME BEFORE THE
MEETING.
At the time of printing of this Circular, management of the Corporation know of no such amendment, variation or other matters to come before
the Meeting other than the matters referred to in the Notice and this Circular. However, if any matters which are not now known to
management of the Corporation should properly come before the Meeting, the Shares represented by proxies in favour of the
Management Nominees will be voted on such matters in accordance with the best judgement of the Management Nominee.
ADVICE TO NON-REGISTERED SHAREHOLDERS
Only registered shareholders of the Corporation, or the persons they appoint as their proxies, are entitled to attend and vote at the Meeting.
However, in many cases, Shares beneficially owned by a person (a “Non-Registered Shareholder”) are registered either:
(a)

in the name of an intermediary (an “Intermediary”) with whom the Non-Registered Shareholder deals in respect of the Shares
(Intermediaries include, among others, banks, trust companies, investment dealers or brokers, trustees or administrators of a
self- administered registered retirement savings plan, registered retirement income fund, registered education savings plan and
similar plans); or

(b)

in the name of a clearing agency (such as The Canadian Depository for Securities Limited, in Canada, and the Depositary Trust
Company, in the United States) of which the Intermediary is a participant.
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In accordance with the requirements of NI 54-101, the Corporation has distributed copies of the Notice, this Circular and its form of proxy
(collectively, the “Meeting Materials”) to the Intermediaries and clearing agencies for onward distribution to Non-Registered Shareholders.
Intermediaries are required to forward the Meeting Materials to Non-Registered Shareholders unless the Non-Registered Shareholders have
waived the right to receive them. Intermediaries often use service companies to forward the Meeting Materials to Non-Registered Shareholders.
Generally, Non-Registered Shareholders who have not waived the right to receive Meeting Materials will either:

(a)

be given a voting instruction form which must be completed and returned by the Non- Registered Shareholder in accordance
with the directions printed on the form (in some cases, the completion of the voting instruction form by telephone, facsimile or
over the Internet is permitted) or

(b)

be given a form of proxy which has already been signed by the Intermediary (typically by a facsimile, stamped signature),
which is restricted as to the number of Shares beneficially owned by the Non-Registered Shareholder but which is otherwise
not completed by the Intermediary. Because the Intermediary has already signed the form of proxy, this form of proxy is not
required to be signed by the Non-Registered Shareholder when submitting the proxy. In this case, the Non-Registered
Shareholder who wishes to submit a proxy should properly complete the form of proxy and deposit it with TMX Equity
Transfer Services, 200 University Avenue, Suite 300, Toronto, Ontario, M5H 4H1.

In either case, the purpose of these procedures is to permit Non-Registered Shareholders to direct the voting of the Shares they beneficially
own. Should a Non-Registered Shareholder who receives either a voting instruction form or a form of proxy wish to attend the Meeting and
vote in person (or have another person attend and vote on behalf of the Non-Registered Shareholder), the Non-Registered Shareholder should
strike out the names of the persons named in the form of proxy and insert the Non-Registered Shareholder’s (or such other person’s) name in
the blank space provided or, in the case of a voting instruction form, follow the directions indicated on the form. If you are a Non-Registered
Shareholder, and we or our agent has sent these materials directly to you, your name and address and information about your holdings of
securities have been obtained in accordance with applicable securities regulatory requirements from the Intermediary holding on your behalf.
In either case, Non-Registered Shareholders should carefully follow the instructions of their Intermediaries and their service
companies, including those regarding when and where the voting instruction form or the proxy is to be delivered.
REVOCATION OF PROXIES
A registered shareholder of the Corporation who has submitted a proxy may revoke it by:
(a)

depositing an instrument in writing signed by the registered shareholder or by an attorney authorized in writing or, if the
registered shareholder is a corporation, by a duly authorized officer or attorney, either:
(i)

at the registered office of the Corporation, located at 25 Adelaide Street East, Suite 1900, Toronto, Ontario, M5C 3A1,
by 5:00 p.m. on June 24, 2016 or in the event of an adjournment or postponement of the Meeting, no later than 48
hours (excluding Saturday, Sunday and holidays in Ontario) before the time for holding the adjournment or
postponement Meeting; or
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(ii)

with the Chairman of the Meeting prior to the commencement of the Meeting on the day of the Meeting;

(b)

transmitting, by telephonic or electronic means, a revocation that complies with (i) or (ii) above and that is signed by electronic
signature provided that the means of electronic signature permit a reliable determination that the document was created or
communicated by or on behalf of the registered shareholder or the attorney, as the case may be; or

(c)

in any other manner permitted by law.

A Non-Registered Shareholder who has submitted voting instructions to an Intermediary should contact their Intermediary for information with
respect to revoking their voting instructions.
INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON
No person who has been a director or an officer of the Corporation at any time since the beginning of its last completed financial year or any
associate of any such director or officer has any material interest, direct or indirect, by way of beneficial ownership of securities or otherwise,
in any matter to be acted upon at the meeting, except as disclosed in this Circular.
VOTING SECURITIES AND PRINCIPAL HOLDERS OF VOTING SECURITIES
The Corporation is authorized to issue an unlimited number of Shares. Each Share entitles the holder of record to notice of and one vote on all
matters to come before the Meeting. No group of shareholders has the right to elect a specified number of directors nor are there cumulative or
similar voting rights attached to the Shares of the Corporation.
The directors of the Corporation have fixed May 20, 2016 as the record date (the “Record Date”) for determination of the persons entitled to
receive notice of the Meeting. Shareholders of record as of the Record Date are entitled to vote their Shares except to the extent that they have
transferred the ownership of any of their Shares after the Record Date, and the transferees of those Shares produce properly endorsed share
certificates or otherwise establish that they own the Shares, and demand, not later than ten (10) days before the Meeting, that their name be
included in the shareholder list before the Meeting, in which case the transferees are entitled to vote their Shares at the Meeting.
As of the date of this Circular, 53,771,207 Shares are issued and outstanding.
To the knowledge of the directors and officers of the Corporation, as of the date of this Circular, no person or company beneficially owned,
directly or indirectly, or exercised control or direction over, voting shares of the Corporation carrying more than ten percent (10%) of the voting
rights attached to all shares of the Corporation, except as set out in the table below:

Name

Number of Shares
Beneficially Held

Chesapeake Partners Management Co. Inc.

Percentage of Outstanding
Shares

6,531,478

12.15%

7

PARTICULARS OF MATTERS TO BE ACTED UPON
To the knowledge of the Corporation’s directors, the only matters to be placed before the Meeting are those set forth in the accompanying
Notice of Meeting relating to: (a) receiving the audited financial statements of the Corporation for the year ended December 31, 2015; (b) the
election of directors for the ensuing year; (c) re-appointment of MNP LLP, Chartered Accountants, as auditors of the Corporation; and (d) reapproval of the Corporation’s Stock Option Plan.
Audited Financial Statements
The Corporation’s financial statements for the fiscal year ended December 31, 2015, and the report of the auditors thereon, have been filed on
www.sedar.com and have been sent to registered and beneficial shareholders who have requested copies thereof using the request form
accompanying this Circular and will be submitted to the meeting of shareholders. Receipt at the Meeting of the auditors’ report and the
Corporation’s financial statements for this fiscal period will not constitute approval or disapproval of any matters referred to therein, and no
action is required to be taken by Shareholders thereon.
Election of Directors
Pursuant to the Corporation’s constating documents, the board of directors of the Corporation (the “Board” or “Board of Directors”) may be
comprised of a minimum of one (1) director and a maximum of ten (10) directors to be elected annually. Shareholders will be asked to elect
three (3) directors at the Meeting. Each director elected will hold office until the close of the next annual meeting of the Shareholders or until
his successor is appointed or elected.
The following table and the notes thereto set out the names of each nominee for election as a director of the Corporation as well as their
province of residence, principal occupation, business or employment, the year they first became a director of the Corporation and the
approximate number of voting securities of the Corporation beneficially owned, directly or indirectly, or over which control or direction is
exercised by each of them as of the date hereof.
Name, Position, Province of
Residence
Michael Krestell(2),
Director,
Vaughan, Ontario
Michael Gorenstein(2),
Director,
New York City, New York
Alan Friedman(2)(4),
Director,
Toronto, Ontario

Principal Occupation

Date Elected or
Appointed Director

Shares Owned or
Controlled(1)

President, M Partners Inc.

December 10, 2014

770(3)

President Corp. and CEO, PharmaCan Capital

November 6, 2015

456,140

President and CEO of Rivonia Capital Inc. Executive VicePresident of Adira Energy Ltd. since August 2009 and Eco
(Atlantic) Oil & Gas Ltd. since December 2011.

August 21, 2012

213,689

Notes:
(1)
(2)
(3)
(4)

Information as to Shares beneficially owned, not being within the knowledge of the Corporation, has been furnished by the respective directors and does not
include Shares that may be acquired upon exercise of stock options. See “Statement of Executive Compensation”.
Member of the Audit Committee of which Michael Krestell is the Chairman.
In addition, Michael Krestell is a shareholders of an entity which holds an aggregate of 5,474 shares of the Corporation.
Member of the Compensation Committee.
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PROXIES RECEIVED IN FAVOUR OF MANAGEMENT WILL BE VOTED FOR THE ELECTION OF THE ABOVE-NAMED
NOMINEES, UNLESS THE SHAREHOLDER HAS SPECIFIED IN THE PROXY THAT THE SHARES ARE TO BE WITHHELD
FROM VOTING IN RESPECT THEREOF. Management does not contemplate that any of the nominees will be unable to serve as a director
of the Corporation for the ensuing year, however, IF A NOMINEE IS FOR ANY REASON UNAVAILABLE TO SERVE AS A
DIRECTOR OF THE CORPORATION FOR ANY REASON AT OR PRIOR TO THE MEETING OR ANY ADJOURNMENT
THEREOF, PROXIES IN FAVOUR OF MANAGEMENT WILL BE VOTED IN FAVOUR OF THE REMAINING NOMINEES AND
MAY BE VOTED FOR THE ELECTION OF ANY PERSON OR PERSONS IN PLACE OF ANY NOMINEES UNABLE TO SERVE
AT THE DISCRETION OF THE PERSONS NAMED IN THE ENCLOSED FORM OF PROXY.
To the knowledge of the Corporation, other than as set out herein, no proposed director is, as at the date of this Circular, or has been, within ten
(10) years before the date of this Circular:

(a)

a director, chief executive officer or chief financial officer of any company (including the Corporation) that,
(i)

was subject to an order that was issued while the proposed director was acting in the capacity as director, chief
executive officer or chief financial officer; or

(ii)

was subject to an order that was issued after the proposed director ceased to be a director, chief executive officer or
chief financial officer and which resulted from an event that occurred while that person was acting in the capacity as
director, chief executive officer or chief financial officer, or

(b)

a director or executive officer of any company (including the Corporation) that, while that person was acting in that capacity, or
within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any legislation relating to
bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement or compromise with creditors or had a
receiver, receiver manager or trustee appointed to hold its assets; or

(c)

become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or become subject to or instituted
any proceedings, arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold
the assets of the proposed director.

To the knowledge of the Corporation, no director or proposed director has been subject to:
(a)

any penalties or sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or has
entered into a settlement agreement with a securities regulatory authority; or

(b)

any other penalties or sanctions imposed by a court or regulatory body that would likely be considered important to a
reasonable securityholder in deciding whether to vote for a proposed director.
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Appointment of Auditors
Shareholders are being asked to re-appoint MNP LLP, Chartered Accountants (“MNP”), to act as auditors of the Corporation until the next
annual meeting of shareholders. PROXIES RECEIVED IN FAVOUR OF MANAGEMENT WILL BE VOTED FOR THE
APPOINTMENT OF MNP, AS AUDITORS OF THE CORPORATION TO HOLD OFFICE UNTIL THE NEXT ANNUAL
MEETING OF SHAREHOLDERS AND THE AUTHORIZATION OF THE DIRECTORS TO FIX THEIR REMUNERATION
UNLESS A SHAREHOLDER HAS SPECIFIED IN THE PROXY THAT HIS OR HER SHARES ARE TO BE WITHHELD FROM
VOTING IN RESPECT OF THE APPOINTMENT OF MNP.
MNP were first appointed as auditors for the Corporation on May 5, 2014.
Re-Approval of Stock Option Plan
The Corporation has in place a “rolling” stock option plan (the “Stock Option Plan”) which was last approved by the shareholders of the
Corporation on June 20, 2015. A copy of the Stock Option Plan is attached to this Circular as Schedule “A”. The Stock Option Plan is a
“rolling” stock option plan, pursuant to which the number of common shares that may be issued upon exercise of options may not exceed 10%
of the issued and outstanding common shares on a non-diluted basis at any time and such aggregate number of common shares automatically
increases or decreases as the number of issued and outstanding common shares of the Corporation changes. Pursuant to the policies of the TSX
Venture Exchange (the “Exchange”) “rolling” stock option plans which reserve a percentage of a Company’s issued and outstanding shares for
grant require annual approval of a majority of the shareholders present in person or by proxy at the company’s annual shareholder meeting.
Summary Terms of the Stock Option Plan
The purpose of the Stock Option Plan is to attract, retain and motivate directors, senior officers, employees and other service providers by
providing them with the opportunity, through stock options, to acquire a proprietary interest in the Corporation and benefit from the growth of
the Corporation. Options issued under the Stock Option Plan are non-assignable and non-transferable.
Options to purchase up to 10% of the total number of Common Shares issued and outstanding at the date of any grant are issuable pursuant to
the Stock Option Plan. This is a “rolling” plan ceiling as the number of options which may be granted pursuant to the Stock Option Plan will
increase as the number of Common Shares which are issued and outstanding increases. If an option expires or is otherwise terminated for any
reason, the number of Common Shares in respect of that expired or terminated option shall again be available for the purposes of the Stock
Option Plan.
Without disinterested shareholder approval: (i) the number of Common Shares reserved for issuance pursuant to the Stock Option Plan, and all
other compensation or incentive mechanisms involving the issuance or potential issuance of Common Shares to insiders shall not exceed 10%
of the outstanding Common Shares at the time of granting the Options; (ii) the number of Common Shares which may be issued to insiders
within a one-year period shall not exceed 10% of the outstanding Common Shares at the time of granting the Options; (iii) the number of
Common Shares which may be issued to any one insider and such insider’s associates within a one-year period shall not exceed 5% of the
outstanding Common Shares at the time of granting the Options; and (iv) no reduction shall be made in the exercise price of the Options
granted to any person who is an insider at the time of the proposed reduction.
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The Stock Option Plan is administered by the Board or a committee established by the Board for that purpose (the “Committee”). The Stock
Option Plan may be amended, subject to regulatory and shareholder approval, as applicable, or discontinued by the Board or the Committee at
any time, but such amendment or discontinuance will generally not alter the terms or conditions of any option awarded prior to the date of such
amendment or termination. Any option outstanding when the Stock Option Plan is amended or terminated will remain in effect until it is
exercised or expires or is otherwise terminated in accordance with the provisions of the Stock Option Plan.
The Stock Option Plan provides that other terms and conditions, including vesting provisions, may be attached to a particular stock option at
the discretion of the Board. All option grants are to be evidenced by the execution of an option agreement between the Corporation and the
optionee which shall give effect to the provisions of the Stock Option Plan.
Options may be granted under the Stock Option Plan only to directors, officers, employees and other service providers of the Corporation
subject to the rules and regulations of applicable regulatory authorities and the Exchange. The aggregate number of Common Shares which
may be reserved for issuance to any one individual under the Stock Option Plan within any 12 month period shall not exceed 5% of the
Common Shares issued and outstanding at the date of the grant (on a non-diluted basis).
Options granted under the Stock Option Plan will be for a term not to exceed five years from the date of their grant. In the event an optionee
ceases to be a director, officer, employee or service provider of the Corporation (other than by reason of death), the stock option (to the extent
that such optionee was entitled to exercise such options at the date of such termination) will expire on the earlier of the expiry date stated in the
option agreement executed in respect to such grant and 90 days following the date of termination.
In the event of death of an optionee, the option will be exercisable by the personal representatives of the optionee within, the period of 180 days
from the optionee’s death.
The price at which an optionee may purchase a Common Share upon the exercise of an option will be as set forth in the option agreement
executed in respect of such option and, in any event, will not be less than the market price of the Common Shares as of the date of the grant of
the stock option (the “Grant Date”) less any discounts from the market price allowed by the Exchange, subject to a minimum exercise price of
$0.10. The market price of the Common Shares means the closing price on the last trading day immediately preceding the Grant Date.
Common Shares will not be issued pursuant to options granted under the Stock Option Plan until they have been fully paid for.
Management is of the opinion that the Stock Option Plan is beneficial to the Corporation as it provides the Corporation with flexibility to grant
options and permits the Corporation to continue to attract, retain and motivate directors, senior officers, employees and other service providers.
At the Meeting, Shareholders will be asked to vote on the following ordinary resolution (the “Stock Option Resolution”):
“BE IT RESOLVED, AS AN ORDINARY RESOLUTION, THAT:
1. the Stock Option Plan of the Corporation attached as Schedule “A” to the Circular dated May 20, 2016 is hereby approved, ratified and
confirmed, subject to applicable regulatory approval;
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2. the form of the Stock Option Plan may be amended in order to satisfy the requirements or requests of any regulatory authorities without
requiring further approval of the shareholders of the Corporation;
3.

any one or more of the directors and officers of the Corporation be authorized and directed to perform all such acts, deeds and things
and execute, under the seal of the Corporation or otherwise, all such documents and other writings, including treasury orders, stock
exchange and securities commissions forms, as may be required to give effect to the true intent of this resolution.”

Shareholders are being asked to vote “FOR” the resolution approving the Stock Option Resolution. To be effective, the Plan must be approved
by not less than a majority of the votes cast by the holders of Shares present in person, or represented by proxy, at the Meeting. UNLESS
OTHERWISE INDICATED, THE PERSONS DESIGNATED AS PROXY HOLDERS IN THE ACCOMPANYING FORM OF
PROXY WILL VOTE THE SHARES REPRESENTED BY SUCH FORM OF PROXY, PROPERLY EXECUTED, FOR THE
APPROVAL OF THE STOCK OPTION RESOLUTION.
STATEMENT OF EXECUTIVE COMPENSATION
Interpretation
National Instrument 51-102 - Continuous Disclosure Obligations (“NI 51-102”) defines “Executive Officer” to mean, for a reporting issuer, an
individual who is,
(a)

a chair, vice-chair, or president;

(b)

a chief executive officer or chief financial officer;

(c)

a vice-president in charge of a principal business unit, division or function including sales, finance or production, or

(d)

performing a policy-making function in respect of the issuer.

Form 51-102F6 - Statement of Executive Compensation (“Form 51-102F6”) further defines the following:
(a)

“CEO” means each individual who acted as chief executive officer of the Corporation or acted in a similar capacity, for any
part of the most recently completed financial year;

(b)

“CFO” means each individual who acted as chief financial officer of the Corporation or acted in a similar capacity for any part
of the most recently completed financial year;

(c)

“Named Executive Officers” or “NEOs” means the following individuals:
(i)

CEO;

(ii)

CFO;

(iii)

each of the Corporation’s three most highly compensated executive officers, other than the CEO and CFO at the end of
the most recently completed financial year and whose total compensation exceeds $150,000; and
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(iv)

each individual who would be a NEO under (iii) except that the individual was neither an executive officer of the
Corporation nor acting in a similar capacity at the end of the most recently completed financial year end.

Named Executive Officers
During the financial year ended December 31, 2015, the following individuals acted as Named Executive Officers of the Corporation:
·

Paul Rosen, President, CEO; and

·

Glen A. Huber, CFO

Paul Rosen resigned as an officer and director of the Corporation on May 13, 2016.
Compensation Discussion and Analysis
Compensation Discussion and Analysis describes, in accordance with NI 51-102 the compensation paid, payable, awarded, granted, given or
otherwise provided, directly or indirectly, by the Corporation, to each NEO. This section also identifies the objectives and material elements of
compensation awarded to the NEOs and the reasons for the compensation. For a complete understanding of the executive compensation
program, this Compensation Discussion and Analysis should be read in conjunction with the Summary Compensation Table and other
executive compensation-related disclosure included in this Information Circular.
The board’s assessment of corporate performance is based on a number of qualitative and quantitative factors including execution of on-going
projects and transactions, and progress on key growth initiatives.
How the Corporation Determines Compensation
Based on the recommendations of the Compensation Committee, the directors of the Corporation as a whole are responsible for determining the
compensation paid to the executive officers and directors of the Corporation.
The philosophy of the Compensation Committee is to determine compensation for the Corporation’s executive officers relative to the
performance of the Corporation in executing on its objectives. The services of the Corporation’s NEOs at the end of the most recently
completed financial year were provided to the Corporation pursuant to employment and consulting agreements which provide for the fixed
compensation to be paid to the aforementioned NEOs. The NEOs are also eligible to receive performance-based incentive compensation. Other
officers may receive both fixed compensation and performance-based variable incentive compensation, which together represents total direct
compensation (“Total Direct Compensation”).
The Compensation Committee’s assessment of corporate performance is based on a number of qualitative and quantitative factors including
execution of on-going projects and transactions, safety, operational performance and progress on key growth initiatives. The NEOs do not
automatically receive any particular award based on the Compensation Committee’s determination of the overall performance of the
Corporation, but rather the determination establishes the background for the Compensation Committee’s subsequent review of the NEOs’
individual performance.
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The Compensation Committee of the Board of Directors is currently comprised of Alan Friedman, an independent member of the
Compensation Committee within the meaning of section 1.4 of National Instrument 52-110 – Audit Committees (“NI 52-110”).
Objectives of the Compensation Program
The objectives of the compensation program of the Corporation are:
·

to reward individual contributions in light of overall business results;

·

to align the interests of the executives with the interests of the shareholders; and

·

to attract and retain executives who can help the Corporation achieve its objectives.

Elements of Executive Compensation
The NEOs are paid a fixed salary pursuant to consulting/employment agreements.
Stock options are designed to motivate executives and directors to achieve positive business results and align their interests with those of the
shareholders. Participants benefit only if the market value of the Corporation’s Common Shares at the time of a stock option exercise is greater
than the exercise price of the stock options at the time of the relevant grant. Stock options vest in such manner as the Board may determine.
Determination of Compensation
Rather than strictly applying formulas and weightings to forward-looking performance objectives, which may lead to unintended consequences
for compensation purposes, the Board exercises its discretion and uses sound judgment in making compensation determinations. For this
reason, the Board does not measure performance using any pre-set formulas in determining compensation awards for NEOs.
The Board’s comprehensive assessment of the overall business performance of the Corporation, including corporate performance against
objectives (both quantitative and qualitative), business circumstances and, where appropriate, relative performance against peers, provides the
context for individual executive officer evaluations for all direct compensation awards.
Stock Options
Stock Option Granting Process
Generally, stock option grants are determined on an ad hoc basis. The CEO makes recommendations to the Compensation Committee regarding
individual stock option awards for all recipients, other than the CEO and the Board of Directors. The Compensation Committee makes
recommendations to the Board regarding stock options for the CEO and the Board of Directors. The Compensation Committee considers
relevant market data and other information in order to determine the CEO’s stock option grant recommendation to the Board.
The Compensation Committee reviews the appropriateness of the stock option grant recommendations from the CEO for all eligible employees
and accepts or adjusts these recommendations. The Compensation Committee is responsible for approving all individual stock option grants,
including grants
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that are awarded outside the annual compensation deliberation process for such things as promotions or new hires. The Compensation
Committee is also responsible for recommending to the Board for its approval any stock option grants for executive officers.
The Compensation Committee approves or recommends compensation awards, including stock option grants, which are not contingent on the
number, term or current value of other outstanding compensation previously awarded to the individual.
Other Compensation
Executive officers may receive other benefits that the Corporation believes are reasonable and consistent with its overall executive
compensation program. These benefits, which are based on competitive market practices, support the attraction and retention of executive
officers. The principal benefit offered is a group health and dental plan.
Financial Instruments
The Corporation does not have a policy which prohibits NEOs and directors of the Corporation from personally purchasing financial
instruments, including prepaid variable forward contracts, equity swaps, collars, or units of exchange funds, that are designed to hedge or offset
a decrease in market value of equity securities granted as compensation or held, directly or indirectly, by a NEO or director.
Summary Compensation Table
The following table provides a summary of total compensation for each NEO, for services rendered in all capacities to the Corporation for the
fiscal year ended December 31, 2015. As permitted under amended Form 51-102F6 under NI 51-102, information has only been provided with
respect to the fiscal years of the Corporation since incorporation. The Corporation does not have any pension plans, long-term non- equity

incentive plans or deferred compensation plans. In addition, the Corporation does not currently have any plans or arrangements in place that
provide for share-based awards.
Name and
principal
position

Year

Paul Rosen, President,
CEO(2)
Glen A. Huber, CFO(2)

Salary
($)

Sharebased
awards
($)

Optionbased
awards
($)

Non-equity incentive
plan compensation
($)
Annual
incentive
plans

Longterm
incentive
plans

Pension
value
($)

All other
compensation
($)

Total
compensation
($)

2015
2014

$158,249
$237,885

$Nil
$Nil

$Nil
$370,558

$Nil
$Nil

$Nil
$Nil

$Nil
$Nil

$39,000(1)
$30,000(1)

$197,249
$638,442

2015
2014

$68,985
$68,471

$Nil
$Nil

$Nil
$190,776

$Nil
$Nil

$Nil
$Nil

$Nil
$ Nil

$ 39,000(1)
$ Nil

$107,985
$259,247

Notes:
(1) Amounts represent director’s fees paid to the NEO.
(2) Each of the NEOs is employed by the Corporation pursuant to an employment or consulting contract which sets out the NEO’s base salary and target
bonus entitlements.

15

Incentive Plan Awards – NEOs
Outstanding Option-based and Share-based awards as at December 31, 2015
The following table sets out for each Named Executive Officers all option-based awards and share-based awards outstanding at the end of the
year ended December 31, 2015:
NEO Name

Paul Rosen

Glen A. Huber

Number of
securities
underlying
unexercised
options
(#)
106,695
106,695
149,560
100,000
106,695
65,000

Option-based Awards
Option
Option
exercise
expiration date
price
($)

$0.23
$0.70
$1.15
$1.15
$1.15
$1.15

October 1, 2016
January 30, 2017
October 15, 2017
December 17, 2017
September 19, 2017
December 17, 2017

Value of
unexercised
in-the-money
options (1)
($)
$34,142
$Nil
$ Nil
$Nil
$ Nil
$Nil

Number of
shares or units
of shares that
have not
vested
(#)
Nil

Nil

Share-based Awards
Market or
Market or payout
payout value of
value of vested
share-based
share-based
awards that
awards not paid
have not vested
out or distributed
($)
($)
$ Nil
$ Nil

$ Nil

$ Nil

Notes:
(1)

Based on the Corporation’s closing share price of $0.315 on December 31, 2015.

Incentive Plan Awards – Value Vested or Earned During the Year Ended December 31, 2015
The following table sets out for each Named Executive Officers, the value of option-based awards and share-based awards which vested during
the year ended December 31, 2015 and the value of non-equity incentive plan compensation earned during the year ended December 31, 2015:
Name

Option-based awards –
Value vested during the
year
(1)

Paul Rosen
Glen A. Huber

($)
$Nil
$Nil

Share-based awards –
Value vested during
the year
($)
$ Nil
$ Nil

Non-equity incentive
plan compensation
– Value earned during
the year ($)
$ Nil
$ Nil

Note:
(1)

All options vested immediately upon issue.

Pension Plan Benefits
The Corporation does not have any pension plans that provide for payments or benefits at, following, or in connection with retirement or
provide for retirement or deferred compensation plans.
Employment Agreement, Termination and Change of Control Benefits

The Corporation entered into an employment agreement (the “Rosen Employment Agreement”) dated August 1, 2014 with Paul Rosen. The
term of the Rosen Employment Agreement is two (2) years. Pursuant to the Rosen Employment Agreement, Mr. Rosen agreed to act in the
capacity of President and Chief Executive Officer of the Corporation. The Rosen Employment Agreement provides for a salary of
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$150,000 per year for acting such capacity plus the reimbursement for parking, all reasonable fees and dues for professional associations or
memberships as well as all out of pocket expenses incurred in connection with Mr. Rosen’s duties to the Corporation. The Rosen Employment
Agreement was terminated by mutual agreement on May 13, 2016.
The Corporation entered into a financial advisory services agreement (the “CFO Agreement”) dated September 24, 2014 with Brett
Management Inc. Pursuant to the CFO Agreement, Mr. Huber agreed to act in the capacity of Chief Financial Officer of the Corporation. The
term of the CFO Agreement is indefinite. The CFO Agreement provides for a fee equal to the greater of $3,500 per month, or an hourly fee of
$350 for services provided to the Corporation for acting in such capacity plus the reimbursement for parking, all reasonable fees and out of
pocket expenses incurred in connection with Mr. Huber’s duties to the Corporation. Mr. Huber will also be eligible to participate in any
employee benefit plan, program or arrangement salary shall be reviewed annually by, and may be increased at the sole discretion of the Board.
Termination Without Cause
If a NEO is terminated without cause, the Corporation may be obligated to make payments or provide benefits to the NEO. A termination
without cause means a termination of a NEO for any reason other than the following, each of which provides “Just Cause” for termination:
(1)

The failure by the NEO to perform his or her duties according to the terms of his or her employment agreement or to perform in a
manner satisfactory to the Board after the Corporation has given the NEO reasonable notice of this failure as well as a reasonable
opportunity to correct this failure; however, any such failure:
(a)

that follows a diminution in his or her position or duties or responsibilities, or

(b)

that results from a disability of the NEO,

is not considered a failure for purposes of this section;
(2)

The engagement by the NEO in any act that is materially harmful to the Corporation;

(3)

The engagement by the NEO in any illegal conduct or any act of dishonesty which benefits the NEO at the Corporation’s expense
including but not limited to the failure by the NEO to:
(a)

honour his or her fiduciary duties to the Corporation; and

(b)

fulfill his or her duty to act in the Corporation’s best interests;

(4)

The failure of the NEO to abide by the terms of any resolution passed by the Board; or

(5)

The failure of the NEO to abide by the Corporation’s policies, procedures and codes of conduct.
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Amounts Payable Upon Termination
Rosen Employment Agreement
Upon any instance of termination without cause, the Corporation is required to pay Mr. Rosen an amount equal to the greater of (i) one year’s
base salary, or (ii) the balance of the salary otherwise payable on the remaining term.
Director Compensation
Director Compensation Table
The following table sets forth information concerning the annual and long term compensation in respect of the directors of the Corporation,
other than the NEOs, during the financial year ended December 31, 2015:
Name and principal
position

Fees Earned
($)

Sharebased
awards
($)

Optionbased
awards
($)

Non-equity
incentive plan
compensation
($)

Pension
value
($)

All other
compensation
($)

Total
($)

Lorne Michael Gertner(3)

$ 39,000

$Nil

$Nil

$Nil

$Nil

$Nil

$39,000

Michael Howard Krestell

$ 39,000

$Nil

$Nil

$Nil

$Nil

$Nil

$39,000

Steven Isenberg(1)

$39,000

$Nil

$Nil

$Nil

$Nil

$Nil

$39,000

Ryan Roebuck(2)

$Nil

$Nil

$Nil

$Nil

$Nil

$Nil

$Nil

Alan Friedman

$39,000

$Nil

$Nil

$Nil

$Nil

$Nil

$39,000

Michael Gorenstein

$6,000

$Nil

$Nil

$Nil

$Nil

$Nil

$6,000

Notes:
(1)
(2)
(3)

Steven Isenberg resigned as a director of the Corporation on January 15, 2016.
Ryan Roebuck resigned as a director of the Corporation on November 6, 2015.
Lorne Gertner resigned as a director of the Corporation on May 19, 2016.

Material Factors Necessary to Understand Director Compensation
There were no standard or other arrangements under which independent directors of the Corporation were compensated in their capacity solely
as directors during the financial year ended December 31, 2015. Certain consultants of the Corporation who were also directors of the
Corporation received compensation in their capacity as consultants to the Corporation.
Directors who are executive officers of the Corporation or who are not otherwise “independent” for the purposes of National Instrument 52-110
will not receive any compensation for serving as directors or for serving on any committees of directors other than options.
Directors’ Option-based Awards
All directors are entitled to participate in the Corporation’s stock option plan. During the financial year ended December 31, 2015, no options to
purchase Shares were granted to directors (other than Named Executive Officers). During such financial year, no options to purchase Shares
were exercised by
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directors, including Named Executive Officers. As at December 31, 2015, the Corporation had outstanding options to purchase an aggregate of
1,648,569 shares, of which 1,092,058 were issued to the directors and 634,645 were issued to the Named Executive Officers.
Outstanding Option-based and Share-based awards as at December 31, 2015
The following table sets out for each director (other than Named Executive Officers) all option-based awards and share-based awards
outstanding at the end of the year ended December 31, 2015:
Director Name

Number of
securities
underlying
unexercised
options
(#)

Lorne M. Gertner(5)

106,695
106,695
149,560
100,000
32,008
32,008
65,000
27,500
27,500
65,000
Nil

Michael Krestell

Alan Friedman
Ryan Roebuck(2)
Steve Isenberg(3)
Michael
Gorenstein(4)

Option-based Awards
Option
Option
exercise
expiration date
price
($)

$0.23
$0.70
$1.15
$1.15
$0.23
$0.70
$1.15
$1.15
$1.15
$1.15
$Nil

October 1, 2016
January 30, 2017
October 15, 2017
December 17, 2017
October 1, 2016
January 30, 2017
December 17, 2017
December 17, 2017
December 17, 2017
December 17, 2017
N/A

Value of
unexercised
in-the-money
options (1)
($)

Number of
shares or units
of shares that
have not
vested
(#)

$34,142
$Nil
$Nil
$Nil
$10,243
$Nil
$Nil
$Nil
$Nil
$Nil
$Nil

Nil

Share-based Awards
Market or
Market or payout
payout value
value of vested
of shareshare-based awards
based awards
not paid out or
that have not
distributed
vested
($)
($)
$Nil
$Nil

Nil

$Nil

$Nil

Nil
Nil
Nil
Nil

$Nil
$Nil
$Nil
$Nil

$Nil
$Nil
$Nil
$Nil

Notes:
(1)
(2)
(3)
(4)
(5)

Based on the Corporation’s Closing share price of $0.315 on December 31, 2015.
Ryan Roebuck resigned as a director of the Corporation on November 6, 2015.
Steve Isenberg resigned as a director of the Corporation on January 15, 2016.
Michael Gorenstein was appointed as a director of the Corporation on November 6, 2015.
Lorne Michael Gertner resigned as a director of the Corporation on May 19, 2016.

Incentive Plan Awards – Value Vested or Earned During the Year Ended December 31, 2015
The following table sets out for each director (other than Named Executive Officers), the value of option-based awards and share-based awards
which vested during the year ended December 31, 2015 and the value of non-quity incentive plan compensation earning during the year ended
December 31, 2015:
Name

Option-based awards –

Share-based awards –

Non-equity incentive

Lorne M. Gertner
Michael Krestell
Alan Friedman
Ryan Roebuck(2)
Steve Isenberg(3)
Michael Gorenstein

Value vested during the
year
($)(1)

Value vested during
the year
($)

$Nil
$Nil
$Nil
$Nil
$Nil
$Nil

$Nil
$Nil
$Nil
$Nil
$Nil
$Nil

plan compensation –
Value earned during
the year
($)
$Nil
$Nil
$Nil
$Nil
$Nil
$Nil
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Notes:
(1)
(2)
(3)

Ryan Roebuck resigned as a director of the Corporation on November 6, 2015.
Steve Isenberg resigned as a director of the Corporation on January 15, 2016.
Lorne Michael Gertner resigned as a director of the Corporation on May 19, 2016.

EQUITY COMPENSATION PLANS
The following table sets forth summary information regarding the Plan as at December 31, 2015.

Plan Category
Equity compensation plans
approved by security holders
Equity compensation plans not
approved by securityholders
Total

Number of securities to
be issued
upon exercise of
outstanding options,
warrants and rights
(a)
17,405,425

Weighted-average
exercise price of
outstanding options,
warrants and rights
(b)
$0.29

Number of
securities remaining available
for future issuance under
equity compensation plans
(excluding securities reflected
in column (a))
(c)
N/A

Nil

N/A

N/A

17,405,425

$0.27

N/A

AUDIT COMMITTEE
NI 52-110 requires that certain information regarding the audit committee of a “venture issuer” (as that term is defined in NI 52-110) be
included in this Circular sent to shareholders in connection with this annual Meeting.
Audit Committee Charter
The full text of the Corporation’s Audit Committee charter is attached hereto as Schedule “B” to this Circular.
Composition of the Audit Committee
The members of the Audit Committee are Michael Krestell, Alan Friedman and Michael Gorenstein, all of whom are considered independent
and all of whom are financially literate pursuant to NI 52-110 – Audit Committees (“NI 52-110”).
Relevant Education and Experience
Michael Krestell
Mr. Krestell is President of M Partners Inc., a Canadian investment dealer, since 2013. Prior thereto, Mr. Krestell was MD Research at M
Partners Inc. from 2007 and an analyst at M Partners Inc. covering the merchandising and consumer products sector from 2005 to 2007. In
2009, Mr. Krestell received a Starmine award by being the number 4 ranked stock picker in Canada. Mr. Krestell received an MBA with
distinction from the Schulich School of Business specializing in Finance and Strategic Management and he is a CFA charterholder.
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Alan Friedman
Mr. Friedman has been a director of Adira Energy Ltd. since August 2009 and Eco (Atlantic) Oil & Gas Ltd. since December 2011.
Mr. Friedman is an attorney and has played an integral role in the acquisition of various resource assets, financings and go-public transactions
onto the Toronto Stock Exchange. He was a co-founder and previous director of Auryx Gold Corp., a Toronto Stock Exchange listed Namibian
gold exploration company, before it was sold to B2Gold Corp. for approximately $160 million in 2011. Since September 2006, Mr. Friedman
has also been the President and CEO of Rivonia Capital Inc. a Canadian corporation providing market structuring, capital planning and
administrative management services to private and public resource companies.

Michael Gorenstein
Mr. Gorenstein is a partner at Alphabet Ventures LLC, a multi-strategy investment management firm located in New York City. Prior to
Alphabet Management, Michael was the VP and General Counsel of Saiers Capital LLC and a corporate attorney at Sullivan & Cromwell
where he focused on Mergers and Acquisitions and Capital Market transactions. Michael graduated from the University of Pennsylvania Law
School with a JD, the Wharton School at University of Pennsylvania with a certificate in BEPP and the Kelley School of Business at Indiana
University with a BSB in Finance.
Audit Committee Oversight
At no time since the commencement of the Corporation’s most recently completed financial year was a recommendation by the Audit
Committee to nominate or compensate an external auditor not adopted by the Board.
Pre-Approval Policies and Procedures
Subject to the requirements of NI 52-110, the engagement of non-audit services is considered by the Audit Committee and, where applicable,
the Corporation’s Board, on a case-by-case basis.
Auditor Service Fees
The following table provides detail in respect of audit, audit related, tax and other fees billed by the Corporation to the external auditors for
professional services provided to the Corporation and its subsidiaries:
2015

2014

$68,500

$100,000

$Nil

$20,000

$3,000

$10,000

Other fees

$117,750

$90,000

Total

$189,250

$220,000

Audit fees
Audit-related fees
Tax fees

Audit Fees: Audit fees were paid for professional services rendered by the auditors for the audit of the Corporation’s annual financial
statements as well as services provided in connection with statutory and regulatory filings.
Audit-Related Fees: Audit-related fees were paid for professional services rendered by the auditors and were comprised primarily of the reading
of quarterly financial statements.
Tax Fees: Tax fees were paid for tax compliance, tax advice and tax planning professional services. These services included preparing and/or
reviewing tax returns.
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All Other Fees: Fees such as those payable for professional services which include bookkeeping, accounting advice, primarily relating to
preparation of IFRS compliant financial statements, and preparation of management’s discussion and analysis, and due diligence.
Exemption
The Corporation is relying on the exemption from the requirements of Part 3 (Composition of the Audit Committee) and Part 5 (Reporting
Obligations) as set out in section 6.1 of NI 52-110.
CORPORATE GOVERNANCE
The Corporation’s disclosure of corporate governance practices pursuant to National Instrument 58-101 – Disclosure of Corporate Governance
Practices (“NI 58-101”) is set out below in the form required by Form 58-101F2 – Corporate Governance Disclosure (Venture Issuers).
Board of Directors
The Board of Directors is responsible for the stewardship of the Corporation and for the supervision of management to protect shareholder
interests. The Board oversees the development of the Corporation’s strategic plan and the ability of management to continue to deliver on the
corporate objectives.
The board of directors is presently comprised of three (3) members: Michael Krestell, Alan Friedman, and Michael Gorenstein. All of the
directors of the Corporation except Michael Gorenstein are considered to be independent directors of the Corporation. Michael Gorenstein is
the President and Chief Executive Officer of the Corporation, therefore, Mr. Gorenstein is not considered to be independent. NI 58-101
suggests that the board of directors of a public company should be constituted with a majority of individuals who qualify as “independent”
directors. An “independent” director is a director who has no direct or indirect material relationship with the Corporation. A material
relationship is a relationship which could, in the view of the board of directors, reasonably interfere with the exercise of a director’s
independent judgment. As disclosed above, the Board is not comprised of a majority of independent directors. The independent judgment of the

Board in carrying out its responsibilities is the responsibility of all directors. The Board facilitates independent supervision of management
through meetings of the Board and through frequent informal discussions among independent members of the Board and management. In
addition, the Board has free access to the Corporation’s external auditors, external legal counsel and to any of the Corporation’s officers.
Directorships
The following directors are also directors of the reporting issuers listed below:
Director
Michael Krestell
Alan Friedman

Reporting Issuer

Name of Trading Market

RG One Corp.
Ontario
Adira Energy Ltd.
Canada
Eco (Atlantic) Oil & Gas Ltd.
Ontario

Unlisted
TSXV
TSXV
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Orientation and Continuing Education
The Corporation is considering creating a Board Policy Manual in order to provide a comprehensive introduction to the Board and its
committees. At present, each new director is given an outline of the nature of the Corporation’s business, its strategy and present issues with the
Corporation. New directors would also be expected to meet with management of the Corporation to discuss and better understand the
Corporation’s business and would be advised by the Corporation’s legal counsel of their legal obligations as directors of the Corporation. The
Board Policy Manual, if prepared, would be expected to be reviewed on an annual basis and an updated copy would be given to each member
of the Board. The orientation and continuing education process would be reviewed on an annual basis by the Board and would be revised as
necessary.
Ethical Business Conduct
The entire Board is responsible for developing the Corporation’s approach to governance issues. The Board has reviewed this Corporate
Governance disclosure and concurs that it accurately reflects the Corporation’s activities.
The Board has found that the fiduciary duties placed on individual directors by the Corporation’s governing corporate legislation and the
common law and the restrictions placed by applicable corporate legislation on an individual director’s participation in decisions of the Board in
which the director has an interest have been sufficient to ensure that the Board operates independently of management and in the best interests
of the Corporation.
In addition, each nominee for director of the Corporation must disclose to the Corporation all interests and relationships of which the
director is aware of at the time of consideration which will or may give rise to a conflict of interest. If such an interest or relationship should
arise while the individual is a director, the individual shall make immediate disclosure of all relevant facts to the Corporation.
The Board is in the process of developing a written Code of Business Conduct and Ethics (the “Code”) that applies to all directors, officers,
employees and consultants of the Corporation.
Nomination of Directors
The entire Board is responsible for proposing new nominees to the Board. They select individuals with the desired background and
qualifications, taking into account the needs of the Board at the time. A majority of directors must agree to any new nominees to encourage an
objective nomination process.
Other Board Committees
The Corporation has no committees other than the Audit Committee and Compensation Committee.
Assessments
The Board does not feel it is necessary to establish a committee to assess the effectiveness of individual Board members. Each Board member
has considerable experience in the guidance and management of public companies and this is sufficient to meet the current needs of the
Corporation.
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INDEBTEDNESS OF DIRECTORS AND OFFICERS
There is not as of the date hereof, and has not been since the beginning of the Corporation’s last completed financial year, any indebtedness
owing to the Corporation by the directors and senior officers of the Corporation or any of their associates or affiliates, except as disclosed in

this Circular.
INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS
Management of the Corporation is not aware of any material interests, direct or indirect, of any informed person of the Corporation, any
proposed director of the Corporation, or any associate or affiliate of any informed person or proposed director, in any transaction since the
commencement of the Corporation’s most recently completed financial year or in any proposed transaction which has materially affected or
would materially affect the Corporation or any of its subsidiaries.
OTHER BUSINESS
Management of the Corporation is not aware of any matters to come before the meeting other than those set out in the Notice of Meeting. If
other matters come before the Meeting it is the intention of the individuals indicated in the form of proxy to vote the same in accordance with
their best judgment in such matters.
ADDITIONAL INFORMATION
Additional information relating to the Corporation is available on SEDAR at www.sedar.com. Shareholders may request copies of the
Corporation’s financial statements as at and for the financial year ended December 31, 2015, and management’s discussion and analysis for
such financial results, free of charge by contacting the President of the Corporation c/o 25 Adelaide Street East, Suite 1900, Toronto, Ontario,
M5C 3A1. Financial information is provided in the Corporation’s comparative financial statements and management discussion and analysis for
its most recently completed financial year ended December 31, 2015.
APPROVAL OF BOARD OF DIRECTORS
The contents of this Circular, and the sending thereof to each director of the Corporation, to the auditor of the Corporation and to the
shareholders of the Corporation has been approved by the Board.
DATED at the City of Toronto, in the Province of Ontario, this 20th day of May, 2016.
“Michael Gorenstein”

“Michael Krestell”

Michael Gorenstein
President, Chief Executive Officer and Director

Michael Krestell
Director
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SCHEDULE “A”
PHARMACAN CAPITAL CORP.
STOCK OPTION PLAN
PHARMACAN CAPITAL CORP. AMENDED AND RESTATED STOCK OPTION PLAN (2015) 1. INTERPRETATION: for the purposes of this Plan, the following terms shall have the following meanings: (a) "affiliated entity" means, for the Company, a person or company that controlled by the Company or that is controlled by the same person or company that controls the Company; (b) "associate" when used to indicate a relationship with a person or company, means an issuer of which the person or company beneficially owns or controls, directly or indirectly, voting securities entitling the person or company to more than 10% the voting rights attached to outstanding voting securities of the issuer, any partner of the person or company any trust or estate in which the person or company has a substantial beneficial interest or in respect of which the person or company serves a trustee or in a similar capacity in the case of a person, a relative of that person, including a spouse of that person, or a relative of that person's spouse if the relative has the same home as that person; (c) "Board" means the board of directors of the Company; (d) "Company" means PharmaCan Capital Corp.; (e) "Consultant" means, for the Company, a person or company, other than an employee, senior officer, or director of the Company that (i) is engaged to provide services to the Company or an affiliated entity of the Company, other than services provided in relation to a distribution, ) provides the services under written contract with the Company or an affiliated entity of the Company, and
(iii) spends or will spend a significant amount of time and attention on the affairs and business of the Company or an affiliated entity of the Company and includes, for an individual consultant, a company of which the individual consultant is an employee or shareholder, and a partnership of which the individual consultant is an employee or partner;

`
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(g) "Eligible Person" means, (i)

(f) "Discounted Market Price" means, the Market Price less a discount, which shall not exceed the amount set forth below, subject to a minimum price of $0.05 for share issuances and a minimum exercise price of $0.10 for Warrants and incentive stock options:
Closing Price
Discount
Up to $0.50
25%
Up to $0.51 to $2.00
20%
Above $2.00
15%
an employee, senior officer, director or Consultant of the Company or of an affiliated entity of the Company; (h) "Exchange" means the TSX Venture Exchange; (i) "Insider" is used in relation to the Company, mean a director or senior officer of the Company every director or seniorofficer of a company that is itself an insider or subsidiary of the Company, any person or company who beneficially owns , directly, voting securities of the Company or who exercises control or direction over voting securities of the Company or a combination of both carrying more than 10% of the voting rights attaching to all voting securities to the Company for the time being outstanding other than voting securities held by the person or company as an underwriter in the course of a distribution, or the Company itself if it holds any of its own securities; (j) "Investor Relations Activities" means any activities or communications, by or on behalf of the issuer or a security holder of the issuer, that promote or could reasonably be expected to promote the purchase or sale of securities of the issuer, but does not include (i) the dissemination of information or preparation of records in the ordinary course of the business of the issuer: to promote the sale of products or services of the issuer, or to raise public awareness of the issuer that cannot reasonably be considered to promote the purchase or sale of securities of the issuer, or 2
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(ii) activities or communications necessary to comply with the requirements of: (i) securities legislation or securities directions of any jurisdiction of Canada or the securities laws of any foreign jurisdiction governing the issuer, and the policies, notices, instruments and blanket orders in force from time to time that are applicable to an issuer. i) any exchange or market on which the issuer's securities trade, the by-laws, rules or other regulatory instruments of any other self regulatory body or exchange having jurisdiction over the issuer; or (iii) communications by a publisher of, or writer for, a newspaper, a magazine or business or financial publication, that is of general and regular paid circulation, distributed only to subscribers to it for value or to purchase of it, if: the communication is only through the newspaper, magazine, or publication, and the publisher or writer receives no commission or other consideration other that for acting in the capacity of publisher or writer, or; (iv) activities or communications that may be otherwise specified by the Exchange. (k) "Market Price" shall have the meaning ascribed to such term in Section 7(a); (1) "Option" means an option to purchase Shares granted to an Eligible Person pursuant to the terms of the Plan; (m) "Participant" means Eligible Persons to whom Options have been granted; (n) "Plan" means this Stock Option Plan of the Company; (o) "Related Person" for the Company, means: a director or seniorofficer of the Company or of an affiliated entity of the Company, an associate of a director or senior officer of the Company or
of an affiliated entity of the Company, a permitted assign of a director or senior officer of the Company or of an affiliated entity of the Company; (p) "Resulting Issuer" means the Company as it may exist upon completion of its Qualifying Transaction and issuance of the Final Exchange Bulletin;

27

3 (q) "Securities Laws" means securities legislation, securities regulation and securities rules, as amended, and the policies, notices, instruments and blanket orders in force from time to time that are applicable to the Company; (r) "Senior officer" means, a chair or vice-chair of the board of directors, the president, a vice president, the secretary, the treasurer or the general manager of a company or any other individual who performs functions for the Company similar to those normally performed by an individual occupying any such office, and each of the five highest paid employees of the Company, including any individual referred to in clause (i); (s) "Share Compensation Arrangement" means any stock option, stock option plan, employee stock purchase plan or any other compensation or incentive mechanism involving the issuance or potential issuance of Shares, including a share purchase from treasury which is financially assisted by the Company by way of a loan, guarantee or otherwise; (t) "Shares" means the common shares of the Company; (u) "Subsidiary" a company is a subsidiary of another company if, (i) it is controlled by, that other, or that other and one or more companies each of which is controlled by that other, or i)
reference is made herein shall be governed by and int,
p eted in accordance with the laws of the Province of Ontario and the laws of Canada applicable therein. 2.
PURPOSE: The purpose of this Plan is to encourage ownership of the Shares by employees, directors, senior officers and Consultants of the Company and its Subsidiaries, who are primarily responsible for the management and profitable growth of its business and to advance the interests of the Company by providing additional incentive for superior performance by such persons and to enable the Company and its Subsidiaries to attract and retain valued employees, directors, senior officers, and Consultants. 4

two or more companies each of which is controlled by that other, or (ii) it is subsidiary of a company that is that other's subsidiary; Words importing the singular number only shall include the plural and vice versa and words importing the masculine shall include the feminine. This Plan and all matter which
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3.

ADMINISTRATION: The Plan shall be administered by the Board. Subject to the limitations of the Plan, the Board shall have the authority: to grant options to purchase Shares to Eligible Persons; to determine the terms, limitations, restrictions and conditions respecting such grants; to interpret the Plan and to adopt, amend and rescind such administrative guidelines and other rules and regulations relating to the Plan as it shall from time to time deem advisable, and to make all other determinations and to take all other actions in connection with the implementation and administration of the Plan as it may deem necessary or advisable. The Board's guidelines, rules, regulations, interpretations and determinations shall be conclusive and binding upon the Company and all other persons. 4.
SHARES SUBJECT TO THE PLAN: The maximum number of Shares which may be reserved and set aside for issue under this Plan shall not exceed ten percent (10%) of the number of issued and outstanding shares, from time to time, provided that the Board shall have the right, from time to time, to increase such maximum number subject to the approval of the shareholders of the Company. Any Shares subject to an Option which for any reason is cancelled or terminated without having been exercised shall again be available for grants under the Plan. No fractional Shares shall be issued, and the Board may determine the manner in which fractional share value shall be treated. 5.
granted under the Plan only to Eligible Persons designated from time to time by the Board and shall be subject to the approval of such regulatory authorities as may have jurisdiction. 6.
LIMITS WITH RESPECT TO RELATED PERSONS AND OTHERS: The maximum number of Shares which may be reserved for issuance to Related Persons under the Plan shall not exceed 10% of the Shares outstanding at the time of the grant (on a non-diluted basis) less the aggregate number of Shares reserved for issuance to Related Persons under any other Share Compensation Arrangement, unless the Company obtained the requisite disinterested shareholder approval and Exchange approval. The maximum number of Shares which may be issued to Related Persons under the Plan within a twelve month period shall not exceed 10% of the Shares outstanding at the time of the issuance (on a non-diluted basis), unless the Company obtained the requisite disinterested shareholder approval. The maximum number of Shares which may be reserved for issuance to any one Related Person under the Plan shall not exceed 5% of the Shares outstanding at the time of the grant 5

PARTICIPATION: Options shall be
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(on a non-diluted basis) less the aggregate number of Shares reserved for issuance to the Related Person under any other Share Compensation Arrangement, unless the Company obtained the requisite disinterested shareholder approval. The maximum number of Shares which may be issued to any one Individual under the Plan within a twelve month period shall not exceed 5% of the Shares outstanding at the time of the issuance (on a non-diluted basis), unless the Company obtained the requisite disinterested shareholder approval. The maximum number of Shares which may be issued to any one Consultant under the Plan within a twelve month period shall not exceed 2% of the Shares outstanding at the time of issuance (on a non-diluted basis). The aggregate maximum number of Shares which may be issued to all employees and consultants conducting Investors Relations Activities under the Plan within a twelve month period shall not exceed in the aggregate 2% of the Shares outstanding at the time of the issuance (on a non-diluted basis). 7.
TERMS AND CONDITIONS OF OPTIONS: The terms and conditions of each option granted under the Plan (an "Option") shall include the following, as well as such other provisions, not inconsistent with the Plan, as may be deemed advisable by the Board including those contained in any stock option agreement entered into between the Company and a Participant: Option Price: The option price of any Shares in respect of which an Option may be granted shall be fixed by the Board but shall be not
less than the Discounted Market Price of the Shares at the time the Option is granted. For the purpose of this subparagraph 7(a), "Market Price" shall be deemed to be the closing price as reported by the TSX Venture Exchange upon which the Shares are listed or other published market upon which the Shares are quoted or traded, on the day immediately preceding the day upon which the Option is granted, or if not so traded, the average between the closing bid and asked prices thereof as reported for the day immediately preceding the day upon which the Option is granted. In the resolution allocating any Option, the Board may determine that the date or dates of the vesting of the Option shall be a future date or dates determined in the manner specified in such resolution. The Board may also determine that the option price per share may escalate at a specified rate dependent upon the date on which any Option may be exercised by the Participant. Payment: The full purchase price of Shares purchased under an Option shall be paid in cash or certified funds upon the exercise thereof, and upon receipt of payment in full, but subject to the terms of the Plan, the number of Shares in respect of which the Option is exercised shall be duly issued as fully paid and non-assessable. A holder of an Option shall have none of the rights of a shareholder until the Shares are issued to him. Term of Option: Options may be granted under this Plan exercisable over a period not exceeding five (5) years. Each Option shall be subject to earlier termination as provided in subparagraph 7(e). 6
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Exercise of Option: Subject to the provisions contained in subparagraph 7(e), no Option may be exercised unless the Participant is then an Eligible Person. This Plan shall not confer upon the Participant any right with respect to continuation of employment by the Company. Absence on leave approved by an officer of the Company or of any Subsidiary authorized to give such approval shall not be considered an interruption of employment for any purpose of the Plan. Subject to the provisions of the Plan, an Option may be exercised from time to time by delivery to the transfer agent of the Company at Toronto of written notice of exercise specifying the number of Shares with respect to which the Option is being exercised and accompanied by payment in full of the purchase price of the Shares then being purchased. Termination of Options: Any Option granted pursuant hereto, to the extent not validly exercised, will terminate on the earlier of the following dates: the date of expiration specified in the Option agreement or in the resolution of the Board granting such Option, as the case may be, being not more than five (5) years after the date upon which the Option was granted; ninety (90) days after the Participant ceases to be an Eligible Person, other than by reason of retirement, permanent disability or death. Without limitation, and for greater certainty only, this provision will apply regardless of whether the Participant was dismissed with or without cause and regardless of whether the Participant received compensation in respect of dismissal or was entitled to a period of
notice of termination which would otherwise have permitted a greater portion of the Option to vest with the Participant; (ii)
one hundred and eighty (180) days after the date of the death of the Participant during which period the Option may be exercised by the Participant's legal representative or the person or persons to whom the deceased Participant's rights under the Option shall pass by will or the applicable laws of descent and distribution, and only to the extent the Participant would have been entitled to exercise the Option on the date of death; thirty (30) days after the Participant who is involved in Investor Relations Activities ceases to be employed to provide Investor Relations Activities, other than by reason of retirement, permanent disability or death. Without limitation, and for greater certainty only, this provision will apply regardless of whether the Participant was dismissed with or without cause and regardless of whether the Participant received compensation in respect of dismissal or was entitled to a period of notice of termination which would otherwise have permitted a greater portion of the Option to vest with the Participant; ninety (90) days after termination of the Participant's employment by reason of permanent disability or retirement under any retirement plan of the Company or any Subsidiary, during which ninety (90) day period the Participant may exercise the 7
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Option to the extent he was entitled to exercise it at the time of such termination, provided that if the Participant shall die within such ninety (90) day period, then such right shall be extended to ninety (90) days following the date of death of the Participant and shall be exercisable only by the persons described in clause 7(e)(iii) hereof and only to the extent therein set forth; and (v)
notwithstanding clauses 7(e)(0), (iii), (iv), and (v), in respect of a Participant who is an Eligible Person immediately prior to completion by the Company of its Qualifying Transaction, the later of (1) 12 months after the completion of the Qualifying Transaction; and (ii) the earlier of, the applicable date set out in clauses 7(e)(i),
(iii), (iv) and (v), as the case may be. Nontransferability of Stock Option: No Option shall be transferable and assignable by the Participant other than by will or the laws of descent and distribution and such Option shall be exercisable during his lifetime only by the Participant. Bona Fide Grant: The Company shall make all necessary representations to the applicable regulatory authority and to any stock exchanges on which the Shares are listed that, any Options granted under this Plan shall be to a bona fide Eligible Person. Applicable Laws or Regulations: The Plan, the grant and exercise of Options hereunder and the Company's obligation to sell and deliver Shares upon exercise of Options shall be subject to all applicable federal, provincial and foreign laws, rules and regulations, the rules and regulations of any
stock exchange on which the Shares are listed for trading and to such approvals by any regulatory or governmental agency as may, in the opinion of counsel to the Company, be required. The Company shall not be obligated by any provision of the Plan or the granting of any Option hereunder to issue or sell Shares in violation of such laws, rules and regulations or any condition of such approvals. No Option shall be granted and no Shares issued or sold hereunder where such grant, issue or sale would require registration of the Plan or the Shares under the securities laws of any foreign jurisdiction and any purported grant of any Option or issue or sale of Shares hereunder in violation of this provision shall be void. In addition, the Company shall have no obligation to issue any Shares pursuant to the Plan unless such Shares shall have been duly listed, upon official notice of issuance, with all stock exchanges on which the Shares are listed for trading. Shares issued and sold to Participants pursuant to the exercise of Options may be subject to limitations on sale or resale under applicable securities laws.
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8.
ADJUSTMENTS IN SHARES SUBJECT TO THE PLAN: Subdivisions and Redivis ions: In the event of any subdivision or redivision or subdivisions or redivisions of the Shares at any time while any Option is outstanding into a greater number of Shares, the Company shall thereafter deliver at the time of exercise of any Option, in lieu of the number of Shares in respect of which such Option is then being exercised, such greater number of Shares as would result from said subdivision or redivision or subdivisions or redivisions had such Option been exercised before such subdivision or redivision or subdivisions or redivisions without the Participant making any additional payment or giving any other consideration therefor. Consolidations: In the event of any consolidation or consolidations of the Shares at any time while any Option is outstanding into a lesser number of Shares, the Company shall thereafter deliver, and the Participant shall accept, at the time of exercise of any Option, in lieu of the number of Shares in respect of which such Option is then being exercised, such lesser number of Shares as would result from such consolidation or consolidations had such Option been exercised before such consolidation or consolidations. Reclassifications/Changes: In the event of any reclassification or change or reclassifications or changes of the Shares at any time while any Option is outstanding, the Company shall thereafter deliver at the time of exercise of any Option hereunder the number of securities of the Company of the appropriate
class or classes resulting from said reclassification or change or reclassifications or changes as the Participant would have been entitled to receive in respect of the number of Shares in respect of which such Option is then being exercised had such Option been exercised before such reclassification or change or reclassifications or changes. Other Capital Reorganizations: In the event of any capital reorganization of the Company at any time while any Option is outstanding, not otherwise covered in this section 8 or a consolidation, amalgamation or merger with or into any other entity or the sale of the properties and assets as or substantially as an entirety to any other entity, the Participant if he has not exercised his Option prior to the effective date of such reorganization, consolidation, amalgamation, merger or sale, upon the exercise of such Option thereafter, shall be entitled to receive and shall accept in lieu of the number of Shares then subscribed for by him but for the same aggregate consideration payable therefor, the number of other securities or property or of the entity resulting from such merger, amalgamation or consolidation or to which such sale may be made, as the case may be, that the Participant would have been entitled to receive on such capital reorganization, consolidation, amalgamation, merger or sale if, on the record date or the effective date thereof, he had been the registered holder of the number of Shares so subscribed for. Stock Dividends: If the Company at any time while any Option is outstanding shall pay any stock dividend or stock dividends upon
the Shares, the Company will thereafter deliver at the time of exercise of any Option in addition to the number of Shares in respect of which such Option is then being exercised, such additional number of securities of the appropriate 9
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class as would have been payable on the Shares so purchased if such Shares had been outstanding on the record date for the payment of such stock dividend or dividends. No Fractional Shares: The Company shall not be obligated to issue fractional Shares in satisfaction of its obligations under the Plan or any Option and the Participant will not be entitled to receive any form of compensation in lieu thereof. Rights Offerings: If at any time the Company grants to its shareholders the right to subscribe for and purchase pro rata additional securities or of any other corporation or entity, there shall be no adjustments made to the number of Shares or other securities subject to the Options in consequence thereof and the Options shall remain unaffected. Adjustments Cumulative: The adjustment in the number of Shares issuable pursuant to Options provided for in this section 8 shall be cumulative. Plan Deemed Amended: On the happening of each and every of the foregoing events, the applicable provisions of the Plan and each of them shall, ipso facto, be deemed to be amended accordingly and the Board shall take all necessary action so as to make all necessary adjustments in the number and kind of securities subject to any outstanding Options (and the Plan) and the exercise price thereof (a) No Option granted may be exercised before Completion of the Qualifying Transaction unless the Participant agrees in writing to deposit the Shares acquired into escrow until the issuance of the Final Exchange Bulletin. 9. AMENDMENT AND TERMINATION OF PLAN AND OPTIONS:
Subject in all cases to the approval of all stock exchanges and regulatory authorities having jurisdiction over the affairs of the Company, the Board may from time to time amend or revise the terms of the Plan (or any Option granted thereunder) or may terminate the Plan (or any Option granted thereunder) at any time provided however that no such action shall, without the consent of the Participant, in any manner adversely affect a Participant's rights under any Option theretofore granted under the Plan. In the event the Shares are listed on the TSX Venture Exchange, the approval of the disinterested shareholders of the Company must be obtained for any reduction in the exercise price of Options granted under the Plan, if the Participant is an Insider of the Company at the time of the proposed amendment. EFFECTIVE DATE AND DURATION OF PLAN: The Plan becomes effective on the date of its adoption by the Board and Options may be granted immediately thereafter. The Plan shall remain in full force and effect until such time as the Board shall terminate the Plan, and for so long thereafter as Options remain outstanding in favour of any Participant. DATES: (a) Date of adoption by the Board: May 26, 2015.
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SCHEDULE “B”
PHARMACAN CAPITAL CORP.
AUDIT COMMITTEE CHARTER
PIIARMACAN CAPITAL CORP. AUDIT COMMITTEE CHARTER I PURPOSE The Audit Committee (the "Committee') is appointed by the Board of Directors (the "Board') of PharmaCan Capital Corp. (the "Company") to assist the Board in fulfilling its oversight responsibilities relating to financial accounting and reporting process and internal controls for the Company. The Committee's primary duties and responsibilities are to: conduct such reviews and discussions with management and the external auditors relating to the audit and financial reporting as are deemed appropriate by the Committee; assess the integrity of internal controls and financial reporting procedures of the Company and ensure implementation of such controls and procedures; ensure that there is an appropriate standard of corporate conduct including, if necessary, adopting a corporate code of ethics for senior financial personnel; review the quarterly and annual fmancial statements and management's discussion and analysis of the Company's financial position and operating results and report thereon to the Board for approval of same; select and monitor the independence and performance of the Company's external auditors, including attending at private meetings with the external auditors and reviewing and approving all renewals or dismissals of the external auditors and their remuneration; and provide oversight to related party transactions entered into by the Company. The Committee has the authority to conduct any investigation appropriate to its responsibilities, and it may request the
external auditors as well as any officer of the Company, or outside counsel for the Company, to attend a meeting of the Committee or to meet with any members of, or advisors to, the Committee. The Committee shall have unrestricted access to the books and records of the Company and has the authority to retain, at the expense of the Company, special legal, accounting, or other consultants or experts to assist in the performance of the Committee's duties. The Committee shall review and assess the adequacy of this Charter annually and submit any proposed revisions to the Board for approval. In fulfilling its responsibilities, the Committee will carry out the specific duties set out in Part IV of this Charter.
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II AUTHORITY OF THE AUDIT COMMITTEE The Committee shall have the authority to: engage independent counsel and other advisors as it determines necessary to carry out its duties; set and pay the compensation for advisors employed by the Committee; and communicate directly with the internal and external auditors. III COMPOSITION AND MEETINGS The Committee and its membership shall meet all applicable legal, regulatory and listing requirements, including, without limitation, those of the Ontario Securities Commission ("OSC"), the TSX Venture Exchange, the Business Corporations Act (Ontario) (the "Act") and all applicable securities regulatory authorities. The Committee shall be composed of three or more directors as shall be designated by the Board from time to time. The members of the Committee shall appoint from among themselves a member who shall serve as Chair. A majority of the members of the Committee shall not be officers or employees of the Company or any of its affiliates. The Committee shall meet at least quarterly, at the discretion of the Chair or a majority of its members, as circumstances dictate or as may be required by applicable legal or listing requirements. A minimum of two and at least 50% of the members of the Committee present either in person or by telephone shall constitute a quorum. If within one hour of the time appointed for a meeting of the Committee, a quorum is not present, the meeting shall stand adjourned to the same hour on the next business day following the date of such meeting at the same
place. If at the adjourned meeting a quorum as hereinbefore specified is not present within one hour of the time appointed for such adjourned meeting, such meeting shall stand adjourned to the same hour on the second business day following the date of such meeting at the same place. If at the second adjourned meeting a quorum as hereinbefore specified is not present, the quorum for the adjourned meeting shall consist of the members then present. If and whenever a vacancy shall exist, the remaining members of the Committee may exercise all of its powers and responsibilities so long as a quorum remains in office. The time and place at which meetings of the Committee shall be held, and procedures at such meetings, shall be determined from time to time by the Committee. A meeting of the Committee may be called by letter, telephone, facsimile, email or other communication equipment, by giving at least 48 hours notice, provided that no notice of a meeting shall be necessary if all of the members are present either in person or by means of conference telephone or if those absent have waived notice or otherwise signified their consent to the holding of such meeting.
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Any member of the Committee may participate in the meeting of the Committee by means of conference telephone or other communication equipment, and the member participating in a meeting pursuant to this paragraph shall be deemed, for purposes hereof, to be present in person at the meeting. The Committee shall keep minutes of its meetings which shall be submitted to the Board. The Committee may, from time to time, appoint any person who need not be a member, to act as a secretary at any meeting. The Committee may invite such officers, directors and employees of the Company and its subsidiaries as the Committee may see fit, from time to time, to attend at meetings of the Committee. Any matters to be determined by the Committee shall be decided by a majority of votes cast at a meeting of the Committee called for such purpose. Actions of the Committee may be taken by an instrument or instruments in writing signed by all of the members of the Committee, and such actions shall be effective as though they had been decided by a majority of votes cast at a meeting of the Committee called for such purpose. All decisions or recommendations of the Committee shall require the approval of the Board prior to implementation. The Committee members will be appointed annually at the first meeting of the Board following the annual general meeting of shareholders. IV RESPONSIBILITIES A Financial Accounting and Reporting Process and Internal Controls The Committee shall review the annual audited financial statements to satisfy itself that they are
presented in accordance with applicable generally accepted accounting principles ("GAAP") and report thereon to the Board and recommend to the Board whether or not same should be approved prior to their being filed with the appropriate regulatory authorities. The Committee shall also review the interim financial statements. With respect to the annual audited financial statements, the Committee shall discuss significant issues regarding accounting principles, practices, and judgments of management with management and the external auditors as and when the Committee deems it appropriate to do so. The Committee shall satisfy itself that the information contained in the annual audited financial statements is not significantly erroneous, misleading or incomplete and that the audit function has been effectively carried out. The Committee shall review any internal control reports prepared by management and the evaluation of such report by the external auditors, together with management's response. The Committee shall be satisfied that adequate procedures are in place for the review of the Company's public disclosure of financial information extracted or derived from the Company's financial statements, management's discussion and analysis and interim earnings press releases, and periodically assess the adequacy of these procedures. The Committee shall review management's discussion and analysis relating to annual and interim financial statements and any other public disclosure documents, including interim earnings press releases, that are required to be reviewed
by the Committee under any applicable laws before the Company publicly discloses this information.
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5. The Committee shall meet no less frequently than annually with the external auditors and the Chief Financial Officer or, in the absence of a Chief Financial Officer, with the officer of the Company in charge of fmancial matters, to review accounting practices, internal controls and such other matters as the Committee, Chief Financial Officer or, in the absence of a Chief Financial Officer, the officer of the Company in charge of fmancial matters, deem appropriate. 6. The Committee shall inquire of management and the external auditors about significant risks or exposures, both internal and external, to which the Company may be subject, and assess the steps management has taken to minimize such risks. 7. The Committee shall review the post-audit or management letter containing the recommendations of the external auditors and management's response and subsequent follow-up to any identified weaknesses. 8. The Committee shall ensure that there is an appropriate standard of corporate conduct including, if necessary, adopting a corporate code of ethics for senior financial personnel. 9. The Committee shall establish procedures for: the receipt, retention and treatment of complaints received by the Company regarding accounting, internal accounting controls or auditing matters; and the confidential, anonymous submission by employees of the Company of concerns regarding questionable accounting or auditing matters. 10. The Committee shall provide oversight to related party transactions entered into by the Company. B Independent Auditors The Committee shall
recommend to the Board the external auditors to be nominated, shall set the compensation for the external auditors, provide oversight of the external auditors and shall ensure that the external auditors report directly to the Committee. The Committee shall be directly responsible for overseeing the work of the external auditors, including the resolution of disagreements between management and the external auditors regarding financial reporting. The Committee shall pre-approve all audit and non-audit services not prohibited by law to be provided by the external auditors in accordance with the terms of this charter. The Committee shall monitor and assess the relationship between management and the external auditors and monitor, support and assure the independence and objectivity of the external auditors. The Committee shall review the external auditors' audit plan, including the scope, procedures and timing of the audit. The Committee shall review the results of the annual audit with the external auditors, including matters related to the conduct of the audit.
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The Committee shall obtain timely reports from the external auditors describing critical accounting policies and practices, alternative treatments of information within GAAP that were discussed with management, their ramifications, and the external auditors' preferred treatment and material written communications between the Company and the external auditors. The Committee shall review fees paid by the Company to the external auditors and other professionals in respect of audit and non-audit services on an annual basis. The Committee shall review and approve the Company's hiring policies regarding partners, employees and former partners and employees of the present and former auditors of the Company. The Committer; shall monitor and assess the relationship between management and the external auditors and monitor and support the independence and objectivity of the external auditors. C Other Responsibilities The Committee shall perform any other activities consistent with this Charter and governing law, as the Committee or the Board deems necessary or appropriate.
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Exhibit 5.1
March 21, 2018
Consent of Independent Registered Public Accounting Firm
We hereby consent to the incorporation by reference in this Registration Statement on Form F-10 dated March 21, 2018 (the "Registration Statement") of
Cronos Group Inc. (the "Company") of our report dated April 30, 2017 relating to the consolidated financial statements of the Company as at December 31, 2016
and 2015 and for each of the years then ended. We also consent to the reference to us under the heading "Auditor, Transfer Agent and Registrar" in the prospectus
contained in such Registration Statement.
/s/ MNP LLP
Mississauga, Ontario, Canada
Chartered Professional Accountants
Licensed Public Accountants
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