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CRONOS GROUP INC.
$100,032,000
10,420,000 Common Shares
This short form prospectus (the "Prospectus") qualifies the distribution (the "Offering") of 10,420,000 common shares (the "Shares") of Cronos Group Inc. (the "Company," "Cronos," "us," "our," or
"we") at a price of $9.60 per Share (the "Offering Price").

Price: $9.60 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 21, 2018, the last trading day prior to the announcement of the Offering, the closing price per Common Share on the TSXV was $10.30 and the closing price per Common Share on the NASDAQ was
US$8.00. On March 28, 2018, the last trading day before the date of this Prospectus, the closing price per Common Share was $8.39 on the TSXV and the closing price per Common Share on the NASDAQ was
US$6.51. The TSXV has conditionally approved the listing of the Shares (including the Over-Allotment Shares (as defined herein)) qualified for distribution under this Prospectus, and the Company has applied
to list such Shares on 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)
$9.60
$100,032,000

Per Share
Total(4)

Underwriters'
Fee(2)
$0.504
$5,251,680

Net Proceeds to
the Company(3)
$9.096
$94,780,320

Notes:
(1)

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

(2)

The Company has agreed to pay the Underwriters a cash fee (the "Underwriters' Fee") equal to 5.25% of the gross proceeds from the Offering (including any gross proceeds 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 $1,000,000), which will be paid from the proceeds of the Offering.

(4)

The Underwriters have been granted an over-allotment option, exercisable, in whole or in part, from time to time, by the Lead Underwriters 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 1,563,000 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 $115,036,800, $6,039,432 and $108,997,368, respectively. This Prospectus qualifies the grant of the Over-Allotment Option and the distribution of the OverAllotment 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".
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)

Note:

Maximum Number
of Securities
1,563,000 Over-Allotment
Shares

Exercise Period
Until the day that is
30 days
following the Closing Date

Exercise Price
$9.60 per Over-Allotment
Share

(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. and BMO Nesbitt Burns Inc. (together with GMP Securities L.P., the "Lead Underwriters"), as co-lead underwriters and joint bookrunners, and Cormark Securities Inc., Beacon
Securities Limited and PI Financial Corp. (collectively with the Lead Underwriters, 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 April 6, 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
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•

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 28, 2018, as reported by the Bank of Canada for the conversion of United States dollars into Canadian dollars, was
US$1.00 equals $1.2902.

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 March 22, 2018 in respect of the Offering;

(j)

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");
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(k)

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");

(l)

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

(m)

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");

(n)

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");

(o)

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

(p)

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");

(q)

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

(r)

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

(s)

the template version (as such term is defined in National Instrument 41-101—General Prospectus Requirements ("NI 41-101")) of the term sheet
for the Offering dated March 21, 2018 (the "Marketing Materials").

Any documents of the type referred to in paragraphs (a) - (s) 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
5
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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.

MARKETING MATERIALS
The Marketing Materials are not part of this Prospectus to the extent that the contents of the Marketing Materials have been modified or superseded by a
statement contained in this Prospectus or any amendment.
Any template version of "marketing materials" (as defined in NI 41-101) 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 286,000 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, Cannabinol 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
13
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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. Bill C-45 is currently before the Senate of Canada. On March 22, Bill C-45 passed second reading in the Senate.
However, as of March 28, 2018 it is being studied by various committees of the Senate, and Bill C-45 must also pass a third reading 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
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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.
Nova Scotia
Following public consultation, on December 6, 2017, the Government of Nova Scotia announced its legislative framework for recreational cannabis in the
province. Cannabis will be sold at dedicated government-owned retail locations through the Nova Scotia Liquor Corporation. The government has identified nine
initial locations for retail stores. The province also plans to create an online retail sales platform that will include direct-to-home delivery. Under the legislative
framework, cannabis
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consumption will be restricted to private residences and outdoor public spaces, with certain restrictions, and consumption will be prohibited in vehicles and other
areas where tobacco smoking is already prohibited. The province will follow the federal legislation and allow possession of 30 grams of dried cannabis, and each
household will be permitted to cultivate four cannabis plants.
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 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, on March 27, 2018 the Government of Prince Edward Island released a policy and legislative framework for cannabis in the
province. Cannabis will be sold at dedicated government-owned retail locations through the PEI Cannabis Management Corporation. The government has
identified four initial locations for retail stores based on population density, and based on the sales in those locations the government will plan future expansion.
The province also plans to create an online retail sales platform that will include direct-to-home delivery. Under the legislative framework, cannabis consumption
will be restricted to private residences, with certain communal spaces being designated for cannabis consumption, and consumption will be prohibited in vehicles
and other areas where tobacco smoking is already prohibited. The province will follow the federal legislation and allow possession of 30 grams of dried cannabis,
and each household will be permitted to cultivate four cannabis plants.
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
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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 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. Cronos
Australia will not be able to start selling medicinal cannabis in Australia until it has received the cannabis manufacturing license.
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,
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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 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
26

Table of Contents
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 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.
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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 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 172,052,481 Common Shares issued and outstanding (173,615,481 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)

170,769,740
5,890,584
221,801,817
3,364,271
1,638,202
(5,787,674)
739,072
221,755,688

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 $94,780,320, after deducting the payment of the Underwriters' Fee of $5,251,680,
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 $108,997,368, after deducting the Underwriters' Fee of $6,039,432, 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. The Company cannot guarantee that it will have positive cash flow from operating activities in future periods. 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 March 22, 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, 10,420,000 Shares at the Offering Price, for aggregate gross consideration
of $100,032,000, 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 5.25% of the gross proceeds of the Offering, equal to
$0.504 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 pay the fees and expenses of the Underwriters incurred in
connection with the Offering, including up to an amount not to exceed $500,000 for the fees and expenses of 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
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Underwriter fails to purchase the Shares which it has agreed to purchase, the remaining Underwriter(s) 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 11.0% 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 11.0% 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 Underwriters on
behalf of the Underwriters, until the day that is 30 days following the Closing Date, to purchase up to an additional 1,563,000 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 OverAllotment Option and the distribution of the Over-Allotment Shares issuable upon exercise of the Over-Allotment Option. A purchaser who acquires OverAllotment 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, subject to certain exceptions, not to, for a period of 90 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 Underwriters, 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
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Integrity Rules for Canadian Marketplaces administered by the Investment Industry Regulatory 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 April 6, 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.
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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 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 TSXV has conditionally approved the listing of the Shares (including the Over-Allotment Shares) to be distributed under this Prospectus, and the
Company has applied to list such Shares on 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.
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DESCRIPTION OF SECURITIES BEING DISTRIBUTED
Offering
The Offering consists of Shares that are offered at the Offering Price of $9.60 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 28, 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
($)

8.20
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

25,181,323
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 28, 2018
February 27 to February 28, 2018

10.38
9.17

Low
Trading Price
(US$)

6.36
7.17

Total Volume
for Period

11,178,537
2,132,235

(Source: Bloomberg)
On March 28, 2018, the last day of trading prior to the date of this Prospectus, the closing price per Common Share on the TSXV was $8.39 and the closing
price per Common Share on the NASDAQ was US$6.51, and on March 21, 2018, the last day of trading prior to the announcement of the Offering, the closing
price per Common Share on the TSXV was $10.30 and the closing price per Common Share on the NASDAQ was US$8.00.
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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 LLP, 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
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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.
Bill C-45 is currently before the Senate of Canada. On March 22, Bill C-45 passed second reading in the Senate. However, as of March 28, 2018 it is being
studied by various committees of the Senate, and Bill C-45 must also pass a third reading 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
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continues to be developed and it is possible that such developments could significantly adversely affect our business, financial condition and results of operations.
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 March 27, 2018, the Federal government introduced the Budget Implementation Bill, 2018, No. 1, (amendments to the Excise Act, 2001 cannabis
taxation), which 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
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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 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.
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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.
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
59

Table of Contents
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.
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."
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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 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. In addition, commencement of construction of Indigenous Roots'
proposed production facility will be subject to obtaining the relevant building permits and other customary approvals, and the commencement of operations of
Indigenous Roots will be subject to obtaining the appropriate licenses from Health Canada. 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.
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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.
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.
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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 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
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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 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 licensees, researchers, collaborators and lenders. Our failure to develop new
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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.
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
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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.
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
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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 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
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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 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,
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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 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.
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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
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.
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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.
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.
78

Table of Contents
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 was filed
concurrently with the initial filing of this Registration Statement.
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.
3.2* The template version of the term sheet dated March 21, 2018
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).
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Exhibit
Number

Description

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).
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).
4.18* Material change report dated March 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 page III-5 of the initial Registration Statement).
*

Previously filed.
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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 Amendment No. 2 to the Registration Statement to be signed on its behalf by the undersigned,
thereunto duly authorized, in the City of Toronto, Ontario, on March 29, 2018.
CRONOS GROUP INC.
By:

/s/ MICHAEL GORENSTEIN
Name:
Title:
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Michael Gorenstein
President and Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1933, this Amendment No. 2 to the 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
*
William Hilson

Capacity

Date

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

March 29, 2018

Chief Financial Officer (Principal Financial and
Accounting Officer)

March 29, 2018

Director

March 29, 2018

Director

March 29, 2018

Director

March 29, 2018

Director

March 29, 2018

*
Jason Adler
*
Alan Friedman
*
Michael Krestell
*
Jim Rudyk

*By:

/s/ MICHAEL GORENSTEIN
Name:

Michael Gorenstein
Attorney-in-fact
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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 Amendment No. 2 to the Registration
Statement, in the capacity of the duly authorized representative of the Registrant in the United States, on March 29, 2018.
PUGLISI & ASSOCIATES
By: /s/ DONALD J. PUGLISI
Name:
Title:
III-6

Donald J. Puglisi
Managing Director

Exhibit 3.1
EXECUTION VERSION
UNDERWRITING AGREEMENT
March 22, 2018
Cronos Group Inc.
720 King Street West, Suite 320
Toronto, Ontario M5V 2T3
Attention:

Mr. Michael Gorenstein
Chairman, Chief Executive Officer and President

GMP Securities L.P. (“GMP”) and BMO Nesbitt Burns Inc. (“BMO” and together with GMP, the “Lead Underwriters”), as co-lead underwriters, Cormark
Securities Inc., Beacon Securities Limited and PI Financial Corp (together with the Lead Underwriters, the “Underwriters”) understand that Cronos Group
Inc. (the “Corporation”) proposes to issue and sell 10,420,000 Common Shares (as hereinafter defined) (the “Firm Shares”). Upon and subject to the terms
and conditions set forth below, the Underwriters hereby severally, but not jointly, agree to purchase from the Corporation, in the respective percentages
provided for in Article 14 hereof, and by its acceptance hereof the Corporation agrees to sell to the Underwriters, at the Closing Time (as hereinafter defined),
all but not less than all of the Firm Shares at a price of $9.60 per Firm Share (the “Offering Price”), for an aggregate purchase price of $100,032,000.
Upon and subject to the terms and conditions contained herein, the Corporation hereby grants to the Underwriters an option (the “Over-Allotment Option”)
to purchase up to an additional 1,563,000 Common Shares (the “Option Shares”) at a price of $9.60 per Option Share to cover over-allotments, if any, and
for market stabilization purposes. The Over-Allotment Option may be exercised at any time and from time to time, in whole or in part, until the date that is
30 days following the Closing Date (as hereinafter defined) by written notice from the Lead Underwriters on the Underwriters’ behalf to the Corporation,
setting forth the aggregate number of Option Shares to be purchased. If the Over-Allotment Option is exercised, the number of Option Shares specified in the
notice shall be purchased by the Underwriters, severally, but not jointly, in the same proportion as their respective obligations to purchase the Firm Shares as
set forth in Article 14 hereof. Option Shares may be purchased by the Underwriters only for the purpose of satisfying over-allotments made in connection
with the sale of the Firm Shares and for market stabilization purposes, if any, and provided further that the number of Option Shares does not exceed the
Underwriters over-allotment position.
In consideration of the Underwriters’ agreement to purchase the Firm Shares and to offer them to the public, which agreement will result from the acceptance
of this offer by the Corporation, and in consideration of the services rendered and to be rendered by the Underwriters in connection herewith, the Corporation
agrees to pay to the Underwriters at the Closing Time a fee (the “Underwriting Fee”) equal to 5.25% of the aggregate purchase price for the Firm Shares and
the Option Shares purchased by the Underwriters, being an aggregate fee with respect to the Firm Shares of $5,251,680 (the payment of which shall be set off
against the obligation of the Underwriters to deliver the aggregate purchase price for the Offered Shares).
The services provided by the Underwriters in connection herewith will not be subject to the goods and services tax provided for in Part IX of the Excise
Tax Act (Canada) and any taxable supplies provided will be incidental to the exempt financial services provided.

The agreement resulting from the acceptance of this letter by the Corporation (herein referred to as “this Agreement”) shall be subject to the following
additional terms and conditions.
Article 1
DEFINITIONS
Section 1.1 Definitions and Interpretation. In this Agreement:
“ACMPR” means the Access to Cannabis for Medical Purposes Regulations (Canada) in effect since August 24, 2016;
“ACMPR Licenses” means collectively the following licenses issued by Health Canada pursuant to Section 35 of the ACMPR:
(a)
License No. 10-MM0017/2018 with a term effective from November 1, 2016 to November 1, 2019, as supplemented, granting Peace
Naturals the authority to: (A) possess, produce, sell, ship, transport, deliver and destroy marijuana (including plants and seeds), dried marijuana, bottled
cannabis oil and cannabis resin; and (B) possess and destroy cannabidiol, cannabinol, delta-8-tetrahydrocannabinol and delta-9-tetrahydrocannabinol; in each
case, subject to the terms and conditions set forth therein; and
(b)
License No 10-MM0027/2017 with a term from February 28, 2017 to February 28, 2020, as supplemented, granting OGBC the authority to:
(A) possess, produce, sell, ship, transport, deliver and destroy marijuana plants and dried marijuana; and (B) possess, produce and destroy marijuana seeds; in
each case, subject to the terms and conditions set forth therein;
“Amendment No. 1 to the Registration Statement” means an amendment to the Initial Registration Statement, including the Canadian Amended
Preliminary Prospectus with such deletions therefrom and additions thereto as are permitted or required by Form F-10 and the applicable rules and regulations
of the SEC, and including the exhibits thereto and the documents incorporated by reference therein and the documents otherwise deemed under applicable
rules and regulations of the SEC to be a part thereof or included therein;
“Amendment No. 2 to the Registration Statement” means a further amendment to the Initial Registration Statement, including the Canadian Final
Prospectus with such deletions therefrom and additions thereto as are permitted or required by Form F-10 and the applicable rules and regulations of the SEC,
and including the exhibits thereto and the documents incorporated by reference therein and the documents otherwise deemed under applicable rules and
regulations of the SEC to be a part thereof or included therein;

“associate”, “affiliate”, “insider” and “person” have the respective meanings given to them in the Securities Act;
“Applicable Laws” means all applicable laws, rules, regulations, policies, statutes, ordinances, codes, orders, consents, decrees, judgments, decisions,
rulings, awards, or guidelines, the terms and conditions of any Authorizations, including any judicial or administrative interpretation thereof, of any
Governmental Authority, including the ACMPR, the CDSA and the NCR;
“Authorizations” means any current and active regulatory licenses, approvals, permits, approvals, consents, certificates, registrations, filings or other
authorizations of or issued by any Governmental
2

Authority under Applicable Laws including the ACMPR Licenses, the Dealer’s License and Export Permits;
“Business” means the business of the Corporation and/or the Significant Subsidiaries of producing, possessing, selling, shipping and destroying prescription
medical marijuana, cannabis oil, cannabis resin, as the case may be;
“Business Assets” means all tangible and intangible property and assets owned (either directly or indirectly), leased, licensed, loaned, operated or used,
including all real property, fixed assets, facilities, equipment, inventories and accounts receivable, by the Corporation and the Significant Subsidiaries, as the
case may be, in connection with the Business;
“Canadian Amended Preliminary Prospectus” means the amended and restated preliminary short form prospectus of the Corporation to be dated
March 22, 2018 relating to the Distribution of the Offered Shares and, unless the context otherwise requires, includes all documents incorporated therein
by reference;
“Canadian Final Prospectus” means the final short form prospectus of the Corporation relating to the Distribution of the Offered Shares and, unless the
context otherwise requires, includes all documents incorporated therein by reference, including the template version of any marketing materials provided to
potential investors in accordance with Section 2.4 in connection with the Distribution of the Purchased Shares;
“Canadian Preliminary Prospectus” means the preliminary short form prospectus of the Corporation dated March 21, 2018 relating to the Distribution of
the Offered Shares and, unless the context otherwise requires, includes all documents incorporated therein by reference;
“Canadian Prospectuses” means, collectively, the Canadian Preliminary Prospectus, the Canadian Amended Preliminary Prospectus, the Canadian Final
Prospectus and any Prospectus Amendment to any of the foregoing;
“Canadian Securities Laws” means, collectively, all applicable securities laws in each of the Qualifying Jurisdictions and all rules, regulations, policy
statements, instruments, notices and blanket orders and rulings thereunder, including the rules and policies of the TSXV;
“CDS” has the meaning specified in Section 8.3;
“CDSA” means the Controlled Drugs and Substances Act (Canada);
“Claims” has the meaning specified in Section 12.1;
“Closing Date” means April 6, 2018 or such other date as may be agreed to in writing by the Corporation and the Lead Underwriters, each acting reasonably;
“Closing Time” means 8:00 a.m. (Toronto time) on the Closing Date (or, if the context so requires, on the Option Closing Date) or such other time on the
Closing Date (or, if the context so requires, on the Option Closing Date) as the Lead Underwriters and the Corporation may agree upon;
“Common Shares” means the common shares in the capital of the Corporation;
“comparables” has the meaning given to that term in NI 41-101;
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“Corporation” has the meaning specified in the first paragraph of this Agreement;
“Dealer’s License” means License No. 2018/6972 issued by Health Canada, with a term from January 29, 2018 to December 31, 2018, granting Peace Naturals
the authority to possess, sell, transport and deliver controlled substances under the CDSA, including cannabis, tetrahydrocannabinol and cannabidiol.
“Debt Instrument” means any and all other loans, bonds, notes, debentures, indentures, promissory notes, mortgages, guarantees, security agreements or other
instruments evidencing indebtedness (demand or otherwise) for borrowed money or other liability to which the Corporation or its Subsidiaries are a party or to
which their property or assets are otherwise bound and which is material to the Corporation and the Significant Subsidiaries on a consolidated basis;
“Designated Underwriter” means GMP Securities L.P. as “lead underwriter” within the meaning of NI 41-101;
“Distribution” has the meaning attributed thereto under applicable Canadian Securities Laws;
“Effective Date” means the date and time that the Registration Statement becomes effective;
“Environmental Laws” means all Applicable Laws relating to the environment or environmental issues (including air, surface, water and stratospheric matters),
pollution or protection of human health and safety, including relating to the release, threatened release, manufacture, processing, blending, distribution, use,
treatment, storage, disposal, transport or handling of Hazardous Materials;

“Execution Time” means the date and time that this Agreement is executed and delivered by the parties hereto;
“Export Permits” means those permits issued to Peace Naturals by Health Canada from time to time pursuant to the ACMPR or the CDSA and NCR,
permitting the export of specified amounts of dried marihuana, cannabis oil or cannabis resin outside of Canada;
“Final Prospectuses” means, collectively, the Canadian Final Prospectus and the U.S. Final Prospectus;
“Financial Statements” means, collectively, the audited annual consolidated financial statements of the Corporation as at December 31, 2016 and
December 31, 2015 and for the years ended December 31, 2016 and December 31, 2015 together with the notes thereto and the report of the auditor thereon
and the unaudited consolidated interim consolidated financial statements of the Corporation as at September 30, 2017 and for the three and nine month periods
ended September 30, 2017 and September 30, 2016, and the related notes thereto;
“Firm Shares” has the meaning specified in the first paragraph of this Agreement;
“Form F-10” means Form F-10 under the U.S. Securities Act;
“Form F-X” has the meaning specified in Section 2.1(e);
“Free Writing Prospectus” means a free writing prospectus, as defined in Rule 405 under the U.S. Securities Act;
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“Governmental Authority” means and includes, without limitation, any national or federal government, province, state, municipality or other political
subdivision of any of the foregoing, any entity exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining to government and
any corporation or other entity owned or controlled (through stock or capital ownership or otherwise) by any of the foregoing, including Health Canada;
“Governmental Authorization” has the meaning specified in Section 7.1(d);
“Hazardous Materials” means chemicals, fluids, pollutants, contaminants, wastes, toxic substances, hazardous substances, petroleum or petroleum products;
“IFRS” means International Financial Reporting Standards as issued by the International Accounting Standards Board;
“Indemnified Parties” has the meaning specified in Section 12.1;
“Initial Registration Statement” means the registration statement on Form F-10 (File No. 333-223835) filed with the SEC on March 21, 2018 registering the
offer and sale of the Offered Shares under the U.S. Securities Act and the rules and regulations of the SEC thereunder, including the Canadian Preliminary
Prospectus with such deletions therefrom and additions thereto as are permitted or required by Form F-10 and the applicable rules and regulations of the SEC,
and including the exhibits thereto and the documents incorporated by reference therein and the documents otherwise deemed under applicable rules and
regulations of the SEC to be a part thereof or included therein;
“Issuer Free Writing Prospectus” means an issuer free writing prospectus, as defined in Rule 433 under the U.S. Securities Act, of the Corporation;
“knowledge of the Corporation” means to the best of the knowledge, information and belief of Michael Gorenstein (Chairman, Chief Executive Officer and
President) and William Hilson (Chief Financial Officer), after due inquiry;
“Lead Underwriters” has the meaning specified in the first paragraph of this Agreement;
“Leased Premises” means all premises which the Corporation and/or its Significant Subsidiaries occupies as a tenant;
“Liens” means any encumbrance or title defect of whatever kind or nature, regardless of form, whether or not registered or registrable and whether or not
consensual or arising by law (statutory or otherwise), including any mortgage, lien, charge, pledge or security interest, whether fixed or floating, or any
assignment, lease, option, right of pre-emption, privilege, encumbrance, easement, servitude, right of way, restrictive covenant, right of use or any other right
or claim of any kind or nature whatever which affects ownership or possession of, or title to, any interest in, or right to use or occupy such property or assets;
“licensed producer” means a licensed producer of medical cannabis pursuant to the provisions of the ACMPR and the Controlled Drugs and Substances Act
and its regulations;
“limited-use version” has the meaning ascribed to such term in NI 41-101;
“Lock-Up Period” has the meaning specified in Section 7.3;
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“Main Facilities” means the indoor grow facilities located in: (i) Stayner, Ontario, which includes three operational cultivation buildings, and one operational
laboratory; and (ii) Armstrong, British Columbia, which includes one operational cultivation building, of the Corporation or the Significant Subsidiaries, as
applicable, and which are licensed premises for growing, processing and storing marihuana, cannabis oil and cannabis resin and conducting such other
activities permitted under the applicable ACMPR Licenses;
“marketing materials” has the meaning ascribed to such term under NI 41-101;

“Material Adverse Effect” means any event, change, fact, or state of being which could reasonably be expected to have a significant and adverse effect on
the business, affairs, capital, operation, properties, permits, assets, liabilities (absolute, accrued, contingent or otherwise), prospects or condition (financial or
otherwise) of the Corporation and the Significant Subsidiaries considered on a consolidated basis;
“Material Agreement” means any and all contracts, commitments, agreements (written or oral), instruments, leases, or other documents, including licenses,
sub-licenses, joint venture agreements, supply agreements, manufacturing agreements, distribution agreements, sales agreements, or any other similar type
agreements, to which the Corporation or the Significant Subsidiaries is a party or to which their Business Assets are otherwise bound, and which is material to
the Corporation and the Significant Subsidiaries on a consolidated basis;
“material change”, “material fact” and “misrepresentation” have the respective meanings attributed thereto under applicable Canadian Securities Laws;
“Money Laundering Laws” has the meaning specified in Section 7.1(uu);
“NASDAQ” means The NASDAQ Stock Market LLC;
“NCR” means the Narcotic Control Regulations (Canada);
“NI 41-101” means National Instrument 41-101 of the Canadian Securities Administrators, as may be amended from time to time;
“NI 44-101” means National Instrument 44-101 of the Canadian Securities Administrators, as may be amended from time to time;
“NI 51-102” means National Instrument 51-102 of the Canadian Securities Administrators, as may be amended from time to time;
“NP 11-202” means National Policy 11-202 of the Canadian Securities Administrators;
“Offered Shares” means, collectively, the Firm Shares and the Option Shares;
“Offering Documents” means, collectively, the Canadian Preliminary Prospectus, the Canadian Amended Preliminary Prospectus, the Canadian Final
Prospectus, the Initial Registration Statement, the Amendment No. 1 to the Registration Statement, the Amendment No. 2 to the Registration Statement, the
Registration Statement, any U.S. Registration Statement Amendment, the U.S. Preliminary Prospectus, the U.S. Amended Preliminary Prospectus, the
U.S. Final Prospectus, any Issuer Free Writing Prospectus and any Prospectus Amendment;
“Offering Price” has the meaning specified in the first paragraph of this Agreement;
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“OGBC” means Original BC Ltd., a company existing under the laws of Canada;
“Option Closing Date” has the meaning specified in Section 8.2;
“Option Shares” has the meaning specified in the second paragraph of this Agreement;
“Over-Allotment Option” has the meaning specified in the second paragraph of this Agreement;
“Owned Premises” means the real property owned by the Corporation and the Significant Subsidiaries, including the Main Facilities;
“Passport Receipt” means the receipt issued by the Principal Regulator, which is deemed to also be a receipt of the other Securities Commissions pursuant to
the Passport System, for the Canadian Preliminary Prospectus, the Canadian Amended Preliminary Prospectus, the Canadian Final Prospectus and any
Prospectus Amendment, as the case may be;
“Passport System” means the system and procedures for prospectus filing and review under Multilateral Instrument 11-102—Passport System adopted by
the Securities Commissions (other than Ontario) and NP 11-202;
“Peace Naturals” means Peace Naturals Project Inc., a company existing under the laws of Canada;
“Permitted Free Writing Prospectus” has the meaning specified in Section 7.5;
“Person” has the meaning specified in Section 7.1(tt);
“Preliminary Prospectuses” means, collectively, the Canadian Preliminary Prospectus and the U.S. Preliminary Prospectus;
“Principal Regulator” means the Ontario Securities Commission;
“Prospectus Amendment” means any amendment to the Canadian Preliminary Prospectus, the Canadian Amended Preliminary Prospectus, the Canadian
Final Prospectus, or any U.S. Amended Prospectus, other than the Canadian Amended Preliminary Prospectus and the U.S. Amended Preliminary Prospectus
and other than merely by incorporation by reference of Subsequent Disclosure Documents;
“provide” in the context of sending or making available marketing materials to a potential investor of Offered Shares has the meaning ascribed thereto under
Securities Laws, whether in the context of a “road show” (as defined in NI 41-101) or otherwise;
“Public Disclosure Record” means collectively, all of the documents which have been filed on www.sedar.com by or on behalf of the Corporation with the
Securities Commissions pursuant to the requirements of Canadian Securities Laws;

“Purchased Shares” means the Firm Shares and, if the Over-Allotment Option is exercised, also includes the Option Shares that the Underwriters have, at
the relevant time, elected to purchase pursuant to the exercise of the Over-Allotment Option;
“Qualifying Jurisdictions” means all of the Provinces of Canada, except for Québec;
“Registration Statement” means the registration statement on Form F-10 (File No. 333-223835) registering the offer and sale of the Offered Shares under
the U.S. Securities Act and the rules and
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regulations of the SEC thereunder, including the exhibits thereto and the documents incorporated by reference therein and the documents deemed under
applicable rules and regulations of the SEC to be a part thereof or included therein, as amended at the date on which such registration statement becomes
effective;
“Repayment Event” means any event or condition which gives the holder of any Debt Instrument (or any person acting on such holder’s behalf) the right to
require the repurchase, redemption or repayment of all or a material portion of such indebtedness by the Corporation or its Significant Subsidiaries;
“Sanctions” has the meaning specified in Section 7.1(tt);
“SEC” means the United States Securities and Exchange Commission;
“Securities Act” means the Securities Act (Ontario);
“Securities Commissions” means, collectively, the securities commission or similar securities regulatory authority in each of the Qualifying Jurisdictions;
“Securities Laws” means, collectively, the Canadian Securities Laws and the U.S. Securities Laws;
“SEDAR” means the computer system for the transmission, receipt, acceptance, review and dissemination of documents filed in electronic format known as
the System for Electronic Document Analysis and Retrieval;
“Selling Firms” has the meaning specified in Section 5.1;
“Selling Jurisdictions” means, collectively, each of the Qualifying Jurisdictions, the United States and any other jurisdictions outside of Canada and the
United States as mutually agreed in writing by the Corporation and the Underwriters;
“Significant Subsidiary” has the meaning specified in Section 7.1(b);
“Subject Entity” means any entity engaging in activities related to the cultivation, distribution or possession of marijuana in the United States;
“Subsequent Disclosure Documents” means any financial statements, management’s discussion and analysis, information circulars, annual information
forms, material change reports (other than confidential material change reports), business acquisition reports or other documents issued by the Corporation
after the Execution Time which are, or are deemed to be, pursuant to applicable Securities Laws, incorporated by reference into the Final Prospectuses or any
Prospectus Amendment;
“subsidiary” has the meaning attributed thereto in the Securities Act;
“template version” has the meaning ascribed thereto under NI 41-101 and includes any revised template version of marketing materials as contemplated by
such instrument;
“TSXV” means the TSX Venture Exchange;
“Underwriters” has the meaning specified in the first paragraph of this Agreement;
“Underwriting Fee” has the meaning specified in the third paragraph of this Agreement;
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“U.S. Amended Preliminary Prospectus” means, as of any time prior to the time the Registration Statement is declared or becomes effective, the Canadian
Amended Preliminary Prospectus with such deletions therefrom and additions thereto as are permitted or required by Form F-10 and the applicable rules and
regulations of the SEC, to be included in the Amendment No. 1 to the Registration Statement, including the documents incorporated by reference therein;
“U.S. Amended Prospectus” means a prospectus included in any U.S. Registration Statement Amendment;
“U.S. Exchange Act” means the United States Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder;
“U.S. Final Prospectus” means the Canadian Final Prospectus with such deletions therefrom and additions thereto as are permitted or required by Form F-10
and the applicable rules and regulations of the SEC, included in the Registration Statement at the time it becomes effective, including the documents
incorporated by reference therein;
“U.S. Preliminary Prospectus” means, as of any time prior to the time the Registration Statement is declared or becomes effective, the Canadian Preliminary
Prospectus with such deletions therefrom and additions thereto as are permitted or required by Form F-10 and the applicable rules and regulations of the SEC
included in the Initial Registration Statement, including the documents incorporated by reference therein;

“U.S. Prospectuses” means, collectively, the U.S. Preliminary Prospectus, the U.S. Amended Preliminary Prospectus, the U.S. Final Prospectus and any
Prospectus Amendment to any of the foregoing;
“U.S. Registration Statement Amendment” means any amendment to the Amendment No. 1 to the Registration Statement (other than the Amendment
No. 2 to the Registration Statement) and any post-effective amendment to the Registration Statement filed with the SEC during the offer and sale of the
Offered Shares;
“U.S. Securities Act” means the United States Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder; and
“U.S. Securities Laws” means all of the applicable federal and state securities laws and regulations of the United States, including without limitation the
U.S. Securities Act, the U.S. Exchange Act and the respective rules and regulations of the SEC thereunder.
Any reference herein to the terms “amend”, “amendment” or “supplement” with respect to the Initial Registration Statement, the Amendment No. 1 to the
Registration Statement, the Amendment No. 2 to the Registration Statement, the Registration Statement, the Canadian Preliminary Prospectus, the Canadian
Amended Preliminary Prospectus, the Canadian Final Prospectus, the U.S. Preliminary Prospectus, the U.S. Amended Preliminary Prospectus or the
U.S. Final Prospectus shall be deemed to refer to and include the filing of any document under the Securities Laws or the U.S. Exchange Act after the
Effective Date of the Registration Statement or the issue date of the Canadian Preliminary Prospectus, the Canadian Amended Preliminary Prospectus, the
Canadian Final Prospectus, the U.S. Preliminary Prospectus, the U.S. Amended Preliminary Prospectus, or the U.S. Final Prospectus, as the case may be,
deemed to be incorporated therein by reference.
9

Article 2
FILING OF PROSPECTUSES
Section 2.1 The Corporation represents, warrants and covenants to and with the Underwriters and acknowledges that the Underwriters are relying
thereon in connection with the purchase of the Purchased Shares, that:
(a)

the Corporation is eligible in accordance with the provisions of NI 44-101 to file a short form prospectus in each of the Qualifying
Jurisdictions and the Ontario Securities Commission is the principal regulator for the Corporation under the Passport System for purposes of
the filing of the Canadian Prospectuses;

(b)

the Corporation meets the general eligibility requirements for the use of Form F-10;

(c)

the Corporation has filed under, and as required by, Canadian Securities Laws, the Canadian Preliminary Prospectus with the Securities
Commissions;

(d)

the Corporation has filed with the SEC the Initial Registration Statement to register the offer and sale of the Offered Shares under the
U.S. Securities Act and the rules and regulations of the SEC thereunder, including the U.S. Preliminary Prospectus;

(e)

the Corporation has filed with the SEC an Appointment of Agent for Service of Process and Undertaking for the Corporation on Form F-X
in conjunction with the filing of the Initial Registration Statement (the “Form F-X”);

(f)

the Corporation shall, under the Canadian Securities Laws:
(i)
as promptly as practicable after the execution of this Agreement and in any event by 5:00 p.m. (Toronto time) on
March 22, 2018 and on a basis acceptable to the Underwriters, acting reasonably, prepare and file the Canadian Amended Preliminary
Prospectus under and as required by Canadian Securities Laws with each of the Securities Commissions; and
(ii)
as promptly as practicable thereafter, obtain and deliver to the Underwriters a Passport Receipt for the Canadian
Amended Preliminary Prospectus;

(g)

the Corporation shall, as promptly as practicable after the execution of this Agreement and in any event no later than 5:00 p.m. (Toronto
time) on March 22, 2018 and on a basis acceptable to the Underwriters, acting reasonably, prepare and file with the SEC pursuant to the
multijurisdictional disclosure system the Amendment No. 1 to the Registration Statement, including the U.S. Amended Preliminary
Prospectus;

(h)

the Corporation shall, under the Canadian Securities Laws, as promptly as practicable after any comments of the Securities Commissions in
respect of the Canadian Amended Preliminary Prospectus have been satisfied and in any event (provided that such comments have been
satisfied) and on a basis acceptable to the Underwriters, acting reasonably, prepare the Canadian Final Prospectus under and as required by
Canadian Securities Laws and shall use its reasonable commercial efforts to file the Canadian Final Prospectus with each of the Securities
Commissions by 5:00 p.m. (Toronto time) on March 29, 2018 (or in any case by such later date or dates as may be determined by the Lead
Underwriters in their sole discretion) and, as soon as reasonably practicable after
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filing the Canadian Final Prospectus, obtain and deliver to the Underwriters a Passport Receipt for the Canadian Final Prospectus;
(i)

the Corporation shall, immediately after the filing of the Canadian Final Prospectus but no later than 5:00 p.m. (Toronto time) on the day on
which the Canadian Final Prospectus is filed (or in any case, by such later date or dates as may be determined by the Lead Underwriters in
their sole discretion) and on a basis acceptable to the Underwriters, acting reasonably, prepare and file with the SEC pursuant to the multijurisdictional disclosure system, the Amendment No. 2 to the Registration Statement, including the U.S. Final Prospectus, which

Amendment No. 2 to the Registration Statement will become effective under the U.S. Securities Act upon filing thereof pursuant to
Rule 467(a) under the U.S. Securities Act; and
(j)

the Corporation shall use all reasonable commercial efforts to obtain the conditional listing of the Offered Shares on the TSXV by the
Closing Time, subject to the satisfaction by the Corporation of the customary conditions as specified by the TSXV and approval for listing
of the Offered Shares on NASDAQ by the Closing Time, subject only to the official notice of issuance, and the Corporation will promptly
satisfy all such conditions to listing of both such exchanges.

Section 2.2 The Corporation agrees to allow the Underwriters, prior to the filing of the Offering Documents, to participate fully in the preparation
of, and approve the form and content of, the Offering Documents and such other documents as may be required under the Securities Laws to qualify the
Distribution of the Offered Shares in the Qualifying Jurisdictions, and in the United States, in each case, acting reasonably, and to allow the Underwriters to
conduct all due diligence which the Underwriters may reasonably require in order to:
(a)

confirm the Public Disclosure Record is accurate and current in all material respects;

(b)

fulfill the Underwriters’ obligations as underwriters; and

(c)

enable the Underwriters to responsibly execute the certificates in the Canadian Prospectuses required to be executed by the Underwriters.

Section 2.3 After the date of the Final Prospectuses and until the conclusion of the Distribution of the Offered Shares, the Corporation shall take or
cause to be taken all steps as may, from time to time, be necessary to maintain the qualification of, or if the qualification shall cease for any reason to
requalify, the Distribution of the Offered Shares in each of the Qualifying Jurisdictions, and the offer and sale of the Offered Shares in the United States;
provided, however, that with respect to state securities law qualifications in the United States, the Corporation shall not be obligated to file any general
consent to service of process or to qualify as a foreign corporation or as a dealer in securities in any jurisdiction in which it is not so qualified or to subject
itself to taxation in respect of doing business in any jurisdiction in which it is not otherwise so subjected.
Section 2.4 During the Distribution of the Purchased Shares:
(a)

the Corporation shall approve in writing the template version of any marketing materials prepared by the Designated Underwriter and
proposed to be provided by the Underwriters to any potential investor of Purchased Shares, any such marketing materials to comply with
Canadian Securities Laws and U.S. Securities Laws and to be acceptable in form and substance to the Corporation, in its sole discretion;
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(b)

the Designated Underwriter shall, on behalf of the Underwriters, approve a template version of any such marketing materials in writing
prior to the time such marketing materials are provided to potential investors of Purchased Shares;

(c)

the Corporation shall file a template version of any such marketing materials on SEDAR on or before the day the marketing materials are
first provided to any potential investor of Purchased Shares, and any comparables may be removed from the template version in accordance
with NI 44-101 prior to filing such on SEDAR (provided that if any such comparables are removed, the Corporation shall deliver a
complete template version of any such marketing materials to the Securities Commissions), and the Corporation shall provide a copy of
such filed template version to the Underwriters as promptly as practicable following such filing; and

(d)

following the approvals set forth in Sections 2.4(a) to (c), the Underwriters may provide a limited-use version of such marketing materials
that complies with Section 7.6(3) of NI 44-101 to potential investors of Purchased Shares in accordance with Securities Laws.

Section 2.5 The Corporation and the Designated Underwriter, on behalf of the Underwriters, approve the marketing materials attached as
Schedule F hereto.
Section 2.6 The Corporation and each Underwriter, on a several basis, covenants and agrees not to provide any potential investor of Purchased
Shares with any marketing materials except for marketing materials or any limited-use versions thereof which have been approved as contemplated in
Section 2.4, and then only to potential investors of Purchased Shares in the Qualifying Jurisdictions, the United States and such other jurisdictions outside of
Canada and the United States in compliance with applicable local laws in such jurisdictions.
Article 3
DELIVERY OF THE PROSPECTUSES AND RELATED DOCUMENTS
Section 3.1 The Corporation shall deliver or cause to be delivered to the Underwriters and the Underwriters’ counsel the documents set out below at
the respective times indicated:
(a)

as soon as it is available, a Passport Receipt for the Canadian Preliminary Prospectus;

(b)

prior to or contemporaneously, as nearly as practicable, with the filing with the Securities Commissions of each of the Canadian Amended
Preliminary Prospectus and the Canadian Final Prospectus, copies of the Canadian Amended Preliminary Prospectus and the Canadian
Final Prospectus, signed as required by the Canadian Securities Laws;

(c)

prior to or contemporaneously, as nearly as practicable, with the filing thereof with the SEC, copies of the Amendment No. 1 to the
Registration Statement and the Amendment No. 2 to the Registration Statement, including in each case the prospectus contained therein, as
filed with the SEC and copies of all exhibits and documents filed therewith which have not previously been delivered to the Underwriters;

(d)

as soon as they are available, copies any Prospectus Amendment required to be filed under any of the Canadian Securities Laws, signed as
required by the Canadian Securities Laws, and any amendment to the Registration Statement;
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(e)

as soon as they are available, copies of any documents incorporated by reference in or exhibits to the Canadian Prospectuses, the
U.S. Prospectuses, the Registration Statement or any amendment to any of them which have not been previously available on SEDAR or
delivered to the Underwriters; and

(f)

at the time of filing with the Securities Commissions of the Canadian Final Prospectus or any Prospectus Amendment to the Canadian Final
Prospectus, as the case may be, a “long-form” comfort letter from the Corporation’s auditor addressed to the Underwriters, the Corporation
and the board of directors of the Corporation, and dated the date of the Canadian Final Prospectus or any Prospectus Amendment to the
Canadian Final Prospectus, as the case may be, in form and substance satisfactory to the Underwriters, acting reasonably, relating to the
verification of certain of the financial information relating to the Corporation and its subsidiaries contained in any such document, the
Registration Statement and the U.S. Final Prospectus or incorporated by reference therein, which comfort letter shall be based on a review
having a cut-off date not more than three business days prior to the date of such letter. Such letter shall also state that such auditor is
independent within the meaning of the Rules of Professional Conduct of the Institute of Chartered Accountants of Ontario and within the
meaning of the U.S. Securities Act and the applicable published rules and regulations thereunder adopted by the SEC and the Public
Company Accounting Oversight Board (United States).

Section 3.2 The delivery to the Underwriters of the filed Canadian Amended Preliminary Prospectus and the Canadian Final Prospectus shall
constitute a representation and warranty to the Underwriters by the Corporation that:
(a)

the information and statements contained in the Canadian Amended Preliminary Prospectus and the Canadian Final Prospectus, as the case
may be (except any information and statements relating solely to the Underwriters which has been provided in writing to the Corporation by
or on behalf of any Underwriter through the Lead Underwriters specifically for inclusion therein) constitutes full, true and plain disclosure
of all material facts relating to the Offered Shares as required by Canadian Securities Laws as at the respective dates thereof; and

(b)

the Canadian Amended Preliminary Prospectus or the Canadian Final Prospectus, as the case may be, does not contain a misrepresentation
within the meaning of Canadian Securities Laws provided that such representation and warranty shall not apply to any statements or
omissions made in reliance upon and in conformity with information furnished in writing to the Corporation by or on behalf of any
Underwriter through the Lead Underwriters specifically for inclusion therein.

Such delivery shall also constitute the consent of the Corporation to the use of the Canadian Amended Preliminary Prospectus and the Canadian Final
Prospectus by the Underwriters in connection with the Distribution of the Offered Shares in the Qualifying Jurisdictions, and elsewhere outside the
United States in compliance with this Agreement and applicable securities laws, including the Securities Laws.
Section 3.3 The Corporation hereby represents, warrants and covenants to the Underwriters as follows:
(a)

the documents incorporated by reference in the Offering Documents, when they were filed with the Securities Commissions, conformed in
all material respects to the requirements of Canadian Securities Laws, and to the extent filed pursuant to the
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U.S. Exchange Act, conformed in all material respects to any applicable requirements of the U.S. Exchange Act when they were filed with
the SEC; and any further documents incorporated by reference in the Offering Documents, when such documents are filed with the
Securities Commissions or the SEC, as applicable, will conform in all material respects to the requirements of Canadian Securities Laws or
the U.S. Exchange Act and the rules thereunder, as applicable;
(b)

on the Effective Date, the Registration Statement will, and on the date it is first filed and at the Closing Time (including on any Option
Closing Date) the U.S. Final Prospectus will, conform in all material respects with the U.S. Securities Act and the rules and regulations of
the SEC under the U.S. Securities Act; on the date first filed the Canadian Preliminary Prospectus conformed, and on the date first filed the
Canadian Amended Preliminary Prospectus and the Canadian Final Prospectus and any Prospectus Amendment will, and at the Closing
Time the Canadian Final Prospectus, as amended by any Prospectus Amendment will, conform in all material respects with the applicable
requirements of Canadian Securities Laws and will not contain an untrue statement of a material fact or omit to state a material fact
necessary to make the statements therein not misleading; the Registration Statement, as of the Effective Date, will not contain an untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not
misleading; and the U.S. Final Prospectus, as of its filing date and as of the Closing Time (including on any Option Closing Date), will not
contain an untrue statement of a material fact or omit to state a material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; provided, however, that this representation and warranty shall not apply to any
statements or omissions made in reliance upon and in conformity with information furnished in writing to the Corporation by or on behalf
of any Underwriter through the Lead Underwriters specifically for inclusion in the Registration Statement, the Canadian Prospectuses or the
U.S. Final Prospectus;

(c)

as of the time it was issued and as of the Closing Time (including on any Option Closing Date), each electronic roadshow, if any, when
taken together as a whole with the U.S. Final Prospectus, does not and will not contain any untrue statement of a material fact or omit to
state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not
misleading; provided, however, that this representation and warranty shall not apply to any statements or omissions made in reliance upon
and in conformity with information furnished in writing to the Corporation by or on behalf of any Underwriter through the Lead
Underwriters specifically for inclusion therein;

(d)

at the time the Initial Registration Statement was filed, the Corporation was not an Ineligible Issuer (as defined in Rule 405 under the
U.S. Securities Act), without taking account of any determination by the SEC pursuant to Rule 405 under the U.S. Securities Act that it is
not necessary that the Corporation be considered an Ineligible Issuer; and

(e)

each Issuer Free Writing Prospectus will not include any information that conflicts with the information contained in the Registration
Statement, including any document incorporated therein by reference that has not been superseded or modified; if there occurs an event or
development as a result of which the U.S. Prospectuses would include an untrue statement of a material fact or would omit to state a
material fact necessary in order to make the statements therein, in the light of the circumstances then prevailing, not misleading, or as a
result of which any Issuer Free Writing Prospectus would include any
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information that conflicts with the information contained in the Registration Statement, the Corporation will notify promptly the Lead
Underwriters so that any use of the U.S. Prospectuses may cease until it is amended or supplemented; and each Issuer Free Writing
Prospectus will comply in all material respects with the requirements of the U.S. Securities Act and the applicable rules and regulations of
the SEC thereunder.
Section 3.4 Subject to compliance with the Securities Laws, during the period commencing on the date hereof and until completion of the
Distribution of the Offered Shares, the Corporation will promptly provide to the Underwriters drafts of any press releases of the Corporation for review by the
Underwriters prior to issuance and will obtain the prior approval of the Underwriters as to the content and form of any press release relating to the offering
prior to issuance, such approval not to be unreasonably withheld or delayed.
Article 4
COMMERCIAL COPIES OF PROSPECTUSES
Section 4.1 The Corporation shall deliver, or cause to be delivered, to the Underwriters, as promptly as practicable and in any event no later than
noon (local time) on the second business day following the date of filing of the Canadian Amended Preliminary Prospectus, at offices designated by the
Underwriters, such number of commercial copies of the Canadian Amended Preliminary Prospectus and the U.S. Amended Preliminary Prospectus as the
Underwriters may reasonably request by instructions to the printer thereof given no later than 5:00 p.m. (Toronto time) on the date of the filing of such
documents. The Corporation shall, until the conclusion of the Distribution of the Offered Shares, as promptly as practicable following a reasonable request by
the Underwriters, cause to be delivered to the Underwriters such additional commercial copies of the Canadian Amended Preliminary Prospectus and the U.S.
Amended Preliminary Prospectus in such numbers and at such offices in such cities as the Underwriters may reasonably request from time to time.
Section 4.2 The Corporation shall deliver, or cause to be delivered, to the Underwriters, as promptly as practicable and in any event no later than
noon (local time) on the second business day following the date of the filing of the Canadian Final Prospectus with the Securities Commissions, at offices
designated by the Underwriters, such number of commercial copies of the Canadian Final Prospectus and the U.S. Final Prospectus as the Underwriters may
reasonably request by instructions to the printer thereof given no later than the day prior to the time when the Corporation plans to authorize the printing of
the commercial copies of the Canadian Final Prospectus and the U.S. Final Prospectus. The Corporation shall, until the conclusion of the Distribution of the
Offered Shares, as promptly as practicable following a reasonable request by the Underwriters, cause to be delivered to the Underwriters such additional
commercial copies of the Canadian Final Prospectus and the U.S. Final Prospectus in such numbers and at such offices in such cities as the Underwriters may
reasonably request from time to time.
Section 4.3 The Corporation shall from time to time deliver to the Underwriters, as promptly as practicable at the offices in such cities designated
by the Underwriters pursuant to Sections 4.1 or 4.2, the number of copies of any documents incorporated, or containing information incorporated by reference
in the Canadian Prospectuses or the U.S. Prospectuses and of any Subsequent Disclosure Documents which the Underwriters may from time to time
reasonably request; provided that if such documents or information are generally available to the public, such documents or information shall be deemed to
have been delivered in satisfaction of this request.
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Article 5
DISTRIBUTION OF OFFERED SHARES
Section 5.1 Each of the Underwriters covenants and agrees with the Corporation to offer the Offered Shares for sale to the public in Canada and the
United States, directly (including through any affiliate of an Underwriter) and through other investment dealers and brokers (the Underwriters, together with
such other investment dealers and brokers, referred to herein as the “Selling Firms”), only in compliance with all applicable Securities Laws, upon the terms
and conditions set forth in the Canadian Final Prospectus or the U.S. Final Prospectus, as applicable, any Prospectus Amendment and this Agreement.
Section 5.2 Each of the Underwriters covenants and agrees with the Corporation:
(a)

to offer the Offered Shares for sale to the public outside of Canada and the United States, directly (including through any affiliate of an
Underwriter) and through other Selling Firms, only in compliance with all Applicable Laws and regulations in each jurisdiction into and
from which they may offer or sell the Offered Shares, upon the terms and conditions set forth in the Canadian Final Prospectus or the
U.S. Final Prospectus, as applicable, any Prospectus Amendment and this Agreement;

(b)

to use its commercially reasonable best efforts to complete and to cause the Selling Firms to complete the Distribution of the Offered Shares
as soon as possible after the Closing Time; and

(c)

to comply with applicable Securities Laws with respect to the use of “green sheets” and other marketing materials.

Section 5.3 The Underwriters may offer the Offered Shares at a price less than the Offering Price in compliance with Securities Laws and,
specifically in the case of any Offered Shares offered in the Qualifying Jurisdictions, the requirements of NI 44-101 and the disclosure concerning the same
which is contained in the Canadian Prospectuses. The Underwriters will notify the Corporation in writing if the Offering Price is to be reduced prior to
commencing any such offer of sales.
Section 5.4 For the purposes of this Article 5, the Underwriters shall be entitled to assume that the Distribution of the Offered Shares is qualified in
each of the Qualifying Jurisdictions, and that the sale of the Offered Shares has been registered under U.S. federal securities laws after receipt by the Lead

Underwriters of notification from the Corporation’s counsel that a Passport Receipt for the Canadian Final Prospectus has been issued or deemed to be issued
by the Securities Commissions and that the Registration Statement has been declared or otherwise become effective, as applicable, unless the Underwriters
receive notice to the contrary from the Corporation or any applicable securities regulatory authority.
Section 5.5 No Underwriter will be liable to the Corporation under this Article 5 with respect to a default by another Selling Firm (that is not an
affiliate of such Underwriter), another Underwriter, or the Corporation under this Agreement if neither the Underwriter nor any of its affiliated Selling Firms
is itself in default.
Section 5.6 The Lead Underwriters will notify the Corporation when, in its opinion, the Underwriters have ceased Distribution of the Offered
Shares and shall, as promptly as practicable, and in any event, no later than 25 days thereafter, provide the Corporation with a breakdown of the number of
16

Offered Shares distributed in each of the Selling Jurisdictions where such breakdown is required for the purpose of calculating fees payable to a Securities
Commission.
Article 6
MATERIAL CHANGES
Section 6.1 During the period commencing on the date hereof until the completion of the Distribution of the Offered Shares, the Corporation shall
promptly notify the Underwriters, in writing, with full particulars of:
(a)

any change (actual, anticipated, contemplated or threatened) in the business, operations, condition (financial or otherwise) or capital or
ownership of the Corporation and its subsidiaries (taken as whole); or

(b)

any change in any matter covered by a statement contained or incorporated by reference in the Canadian Prospectuses, the Registration
Statement, the U.S. Prospectuses or any Subsequent Disclosure Document or amendment or supplement to any of them; or

(c)

any fact which has arisen which would have been required to have been stated in the Canadian Prospectuses, the Registration Statement, the
U.S. Prospectuses, or any Subsequent Disclosure Document as amended or supplemented from time to time, had the fact arisen on or prior
to the date thereof;

which change or fact in any such case is, or may be, of such a nature as: (i) to render the Canadian Prospectuses, the Registration Statement, the
U.S. Prospectuses, or any Subsequent Disclosure Document, as amended or supplemented immediately prior to such change or fact, misleading or untrue in
any material respect, or (ii) would result in a misrepresentation in the Canadian Prospectuses, the Registration Statement, the U.S. Prospectuses, or any
Subsequent Disclosure Document, as amended or supplemented from time to time immediately prior to such change or fact or (iii) would result in the
Canadian Prospectuses, the Registration Statement, the U.S. Prospectuses, or any Subsequent Disclosure Document, as amended or supplemented from time
to time immediately prior to such change or fact, not complying with any of the Securities Laws, or (iv) would result in it being necessary to amend the
Registration Statement or to amend or supplement the U.S. Preliminary Prospectus, the U.S. Amended Preliminary Prospectus or the U.S. Final Prospectus in
order that such document will not include any untrue statement of a material fact or omit to state a material fact required to be stated therein (in the case of the
Registration Statement) or necessary in order to make the statements therein, in the case of the Registration Statement, not misleading, and in the case of the
U.S. Preliminary Prospectus, the U.S. Amended Preliminary Prospectus or U.S. Final Prospectus, in light of the circumstances under which such statements
are made, not misleading, or (v) would reasonably be expected to have a significant effect on the market price or market value of the Common Shares. The
Corporation shall promptly comply with all applicable filing and other requirements, if any, under the Securities Laws arising as a result of such change or
fact. In addition, if during the period of the Distribution of the Offered Shares under the Canadian Prospectuses, the Registration Statement, the
U.S. Prospectuses, or any Subsequent Disclosure Document, as amended or supplemented from time to time, there is any change in any applicable Securities
Laws which results in a requirement to file a Prospectus Amendment, the Corporation shall make such filing as promptly as practicable. The Corporation
shall also discuss with the Underwriters any change or fact in respect of which there may be reasonable doubt respecting the applicability of this section.
Section 6.2 During the period commencing on the date hereof and ending on the completion of the Distribution of the Offered Shares, the
Corporation shall promptly comply to the reasonable
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satisfaction of the Underwriters and their counsel with any applicable filing and other requirements under the Securities Laws arising as a result of any
change, event or circumstance referred to in Section 6.1 above and shall prepare and file under all applicable Securities Laws, with all reasonable dispatch,
and in any event within any time limit prescribed under applicable Securities Laws, any Subsequent Disclosure Document or Prospectus Amendment or
amendment or supplement to the Registration Statement as may be required under applicable Securities Laws; provided that the Corporation shall allow the
Underwriters and their counsel to participate fully in the preparation of any such Subsequent Disclosure Document or Prospectus Amendment or amendment
or supplement to the Registration Statement and to conduct all due diligence investigations which the Underwriters may reasonably require in order to fulfill
their obligations as underwriters and in order to enable the Underwriters to responsibly execute the certificate required to be executed by them in any
Prospectus Amendment and the Underwriters shall have approved the form of any Prospectus Amendment or amendment or supplement to the Registration
Statement, such approval not to be unreasonably withheld and to be provided in a timely manner. The Corporation shall further promptly deliver to the
Underwriters and the Underwriters’ counsel a copy of each Prospectus Amendment or amendment or supplement to the Registration Statement signed as
required by applicable Securities Laws, and each Subsequent Disclosure Document, such number of commercial copies of each Prospectus Amendment or
amendment or supplement to the Registration Statement as the Underwriters may reasonably request, in the same manner as set forth in Section 4.1 hereof, as
well as opinions and letters with respect to each such Prospectus Amendment or amendment or supplement to the Registration Statement substantially similar
to those referred to in Section 3.1(f) above.
Section 6.3 The delivery to the Underwriters of each Prospectus Amendment and Subsequent Disclosure Document shall constitute a representation
and warranty to the Underwriters by the Corporation, with respect to the Canadian Preliminary Prospectus, the Canadian Amended Preliminary Prospectus
and the Canadian Final Prospectus, as amended, modified or superseded by such Prospectus Amendment or Subsequent Disclosure Document and by each

Prospectus Amendment and Subsequent Disclosure Document previously delivered to the Underwriters as aforesaid, to the same effect as set forth in
paragraphs (a) and (b) of Section 3.2 above. Such delivery shall also constitute the consent of the Corporation to the use of the Canadian Amended
Preliminary Prospectus and the Canadian Final Prospectus, together with all Prospectus Amendments and Subsequent Disclosure Documents, as applicable,
by the Underwriters in connection with the Distribution of the Offered Shares in the Qualifying Jurisdictions and elsewhere outside the United States;
provided that the use of the Canadian Amended Preliminary Prospectus and the Canadian Final Prospectus, together with all Prospectus Amendments and
Subsequent Disclosure Documents, as applicable, and the Distribution of the Offered Shares by the Underwriters is conducted in compliance with this
Agreement and applicable securities laws, including the Securities Laws.
Section 6.4 During the period commencing on the date hereof and ending on the completion of the Distribution of the Offered Shares, the
Corporation will promptly inform the Underwriters of the full particulars of:
(a)

any request of any Securities Commission or the SEC for any amendment to the Canadian Prospectuses, the Registration Statement, the
U.S. Prospectuses or any Subsequent Disclosure Document or any part of the Public Disclosure Record or for any additional information;

(b)

the issuance by any Securities Commission, the SEC or by any other competent authority of any order to cease or suspend trading of any
securities of the Corporation or of the institution or to the knowledge of the Corporation, threat of institution of any proceedings for that
purpose; or
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(c)

the receipt by the Corporation of any communication from any Securities Commission, the SEC, the TSXV, NASDAQ or any other
competent authority relating to the Canadian Prospectuses, the Registration Statement, the U.S. Prospectuses, any Subsequent Disclosure
Document or the Distribution of the Offered Shares,

and the Corporation will use its commercially reasonable efforts to prevent the issuance of any such stop order or any such order preventing or suspending the
use of any prospectus relating to the Offered Shares or the suspension of any such qualification and, in the event of the issuance of any such stop order or of
any such order preventing or suspending the use of any prospectus relating to the Offered Shares or suspending any such qualification, to use its commercially
reasonable efforts to obtain the withdrawal of such order as promptly as practicable.
Article 7
REPRESENTATIONS, WARRANTIES AND COVENANTS
Section 7.1 Representations and Warranties. The Corporation represents and warrants to the Underwriters and acknowledges that the Underwriters
are relying thereon in connection with the purchase of the Purchased Shares, that:
(a)

Good Standing of the Corporation. The Corporation: (i) is a corporation existing under the laws of Ontario and is and will at the Closing
Time be current and up-to-date with all material filings required to be made and in good standing under the Business Corporations Act
(Ontario); (ii) has all requisite corporate power and capacity to own, lease and operate its properties and assets, including its Business
Assets, and to conduct its business as now carried on by it or proposed to be carried on by it as described in the Offering Documents; and
(iii) has all requisite corporate power and authority to issue and sell the Offered Shares, to grant the Over-Allotment Option and to execute,
deliver and perform its obligations under this Agreement.

(b)

Good Standing of Subsidiaries. The Corporation’s only material subsidiaries (the “Significant Subsidiaries”) are listed in Schedule D
hereto, which schedule is true, complete and accurate in all respects. Each of the Significant Subsidiaries is a corporation existing under the
laws of the jurisdiction of incorporation or existence set out in Schedule D, is current and up-to-date with all material filings required to be
made and has all requisite corporate power and capacity to own, lease and operate its properties and assets, including its Business Assets,
and to conduct its business as is now carried on by it or proposed to be carried on by it as described in the Offering Documents, and is duly
qualified to transact business and is in good standing in each jurisdiction in which such qualification is required. All of the issued and
outstanding shares in the capital of each of the Significant Subsidiaries have been duly authorized and validly issued, are fully paid and are
directly or indirectly beneficially owned by the Corporation, free and clear of any Liens (except as disclosed in the Offering Documents,
including the documents incorporated by reference) and none of the outstanding securities of the Significant Subsidiaries were issued in
violation of the pre-emptive or similar rights of any security holder of any Significant Subsidiaries. There exist no options, warrants,
purchase rights or other contracts or commitments that could require the Corporation to sell, transfer or otherwise dispose of any securities
of the Significant Subsidiaries.
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(c)

No Proceedings for Dissolution. No act or proceeding has been taken by or against the Corporation or the Significant Subsidiaries in
connection with their liquidation, winding-up or bankruptcy, or to their knowledge are pending.

(d)

Share Capital of the Corporation. The authorized and issued share capital of the Corporation consists of an unlimited number of Common
Shares and an unlimited number of special shares of which 161,632,481 Common Shares and nil special shares were issued and outstanding
as at the close of business on March 21, 2018. The description of the attributes of the authorized and issued share capital of the Corporation
as set out under the heading “Description of Securities Being Distributed” in the Canadian Prospectuses and the U.S. Prospectuses is true
and correct. Neither the Corporation nor the Significant Subsidiaries are party to any agreement, nor is the Corporation aware of any
agreement, which in any manner affects the voting control of any securities of the Corporation or the Significant Subsidiaries.

(e)

Form of Share Certificates. The form of certificate respecting the Common Shares has been approved and adopted by the board of directors
of the Corporation and does not conflict with any Applicable Laws and complies with the rules and regulations of the TSXV and NASDAQ.

(f)

Common Shares are Listed. The Common Shares are listed and posted for trading on the TSXV and NASDAQ, and the Corporation has
applied or will apply to list the Offered Shares on the TSXV and NASDAQ and neither the Corporation nor the Significant Subsidiaries has

taken any action which would reasonably be expected to result in the delisting or suspension of the Common Shares on or from the TSXV
or NASDAQ.
(g)

TSXV and NASDAQ Compliance. The Corporation is, and will at the Closing Time be, in compliance in all material respects with the bylaws, policies, rules and regulations of the TSXV and NASDAQ.

(h)

No Cease Trade Orders. No order ceasing or suspending trading in the securities of the Corporation or prohibiting the sale of securities by
the Corporation has been issued by an exchange, a Securities Commission, the SEC or a similar securities regulatory authority, and no
proceedings for this purpose have been instituted, or are, to the Corporation’s knowledge, pending, contemplated or threatened.

(i)

Reporting Issuer Status. The Corporation is a “reporting issuer” in each of the Qualifying Jurisdictions within the meaning of Canadian
Securities Laws, and is not currently in default of any requirement of the Canadian Securities Laws and the Corporation is not included on
any public list of defaulting reporting issuers maintained by any of the Securities Commissions.

(j)

Offered Shares Validly Issued. The Offered Shares have been, or prior to the Closing Time will be, duly and validly authorized for issuance
and sale pursuant to this Agreement and when issued and delivered by the Corporation pursuant to this Agreement, against payment of the
consideration therefor, will be validly issued as fully paid and non-assessable Common Shares.

(k)

Qualified Investments. Subject to the qualifications, limitations, understandings and assumptions described under “Eligibility for
Investment” in the Canadian Final Prospectus and the U.S. Final Prospectus, the Offered Shares will be qualified
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investments under the Income Tax Act (Canada) and the regulations thereunder for a trust governed by a registered retirement savings plan,
registered retirement income fund, registered education savings plan, deferred profit sharing plan, registered disability savings plan or tax
free savings account.
(l)

Transfer Agent. TSX Trust Company at its offices in Toronto, Ontario and Continental Stock Transfer & Trust Company at its offices in
New York, New York have been duly appointed as the co-transfer agents and co-registrars for the Common Shares.

(m)

Absence of Rights. No person has any right, agreement or option, present or future, contingent or absolute, or any right capable of
becoming a right, agreement or option, for the issue or allotment of any unissued shares of the Corporation or any other agreement or
option, for the issue or allotment of any unissued shares of the Corporation or any other security convertible into or exchangeable for any
such shares or to require the Corporation to purchase, redeem or otherwise acquire any of the issued and outstanding shares of the
Corporation except for the Existing Rights set out in Schedule E to this Agreement. The Offered Shares, upon issuance, will not be issued in
violation of or subject to any pre-emptive rights or contractual rights to purchase securities issued by the Corporation.

(n)

Corporate Actions. The Corporation has taken, or will have taken prior to the Closing Time, all necessary corporate action: (i) to authorize
the execution, delivery and performance of this Agreement; (ii) to authorize the execution and filing, if applicable, of the Offering
Documents; (iii) to validly issue and sell the Offered Shares as fully paid and non-assessable Common Shares; and (iv) to grant the OverAllotment Option.

(o)

Valid and Binding Documents. This Agreement has been duly authorized and when executed and delivered by the Corporation, will
constitute a legal, valid and binding obligation of the Corporation, enforceable against the Corporation in accordance with its terms, except
as enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium and other laws relating to or affecting the rights of
creditors generally and except as limited by the application of equitable principles when equitable remedies are sought, by the fact that
rights to indemnity, contribution and waiver, and the ability to sever unenforceable terms, may be limited by applicable law and that
enforcement is subject to the provisions of the Limitations Act, 2002 (Ontario).

(p)

No Consents, Approvals, etc. The execution and delivery of this Agreement and the fulfilment of the terms hereof by the Corporation and
the issuance, sale and delivery of the Offered Shares to be issued and sold by the Corporation and the grant of the Over-Allotment Option,
do not and will not require the consent, approval, authorization, registration or qualification of or with any Governmental Authority, stock
exchange or other third party (including under the terms of any Material Agreement or Debt Instrument), except: (i) those which have been
obtained or those which may be required and will be obtained prior to the Closing Time under the Securities Laws or the rules of the TSXV
or NASDAQ, including in compliance with the Securities Laws regarding the distribution of the Offered Shares in the Selling Jurisdictions;
and (ii) such customary post-closing notices or filings required to be submitted within the applicable time frame pursuant to Securities Laws
in connection with this offering.

(q)

Continuous Disclosure. The Corporation is in compliance in all material respects with its timely and continuous disclosure obligations
under Securities Laws, including
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applicable insider reporting obligations, and, without limiting the generality of the foregoing, there has been no material fact or material
change relating to the Corporation which has not been publicly disclosed and the information and statements in the Public Disclosure
Record were true and correct as of the respective dates of such information and statements and at the time such documents were filed on
SEDAR, do not contain any misrepresentations and no material facts have been omitted therefrom which would make such information
materially misleading, and the Corporation has not filed any confidential material change reports which remain confidential as at the date
hereof. To the knowledge of the Corporation, there are no circumstances presently existing under which liability is or would reasonably be
expected to be incurred under Part XXIII.1 — Civil Liability for Secondary Market Disclosure of the Securities Act and analogous
provisions under Securities Laws in other Selling Jurisdictions.

(r)

Forward-Looking Information. With respect to forward-looking information contained in the Corporation’s public disclosure documents,
including for certainty the Canadian Prospectuses, the U.S. Prospectuses, or the documents incorporated by reference therein:
(i)

the Corporation has a reasonable basis for the forward-looking information; and

(ii)
all material forward-looking information is identified as such, and all such documents cautions users of forward-looking
information that actual results may vary from the forward-looking information and identifies material risk factors that could cause actual
results to differ materially from the forward-looking information; and accurately states the material factors or assumptions used to develop
forward-looking information.
(s)

Financial Statements. The Financial Statements:
(i)
present fairly, in all material respects, the financial position of the Corporation on a consolidated basis and the statements
of operations, retained earnings, cash flow from operations and changes in financial information of the Corporation on a consolidated basis
for the periods specified in such Financial Statements;
(ii)
have been prepared in accordance with IFRS, applied on a consistent basis throughout the periods involved; and comply
in all material respects as to form with the applicable accounting requirements of Securities Laws as interpreted and applied by the SEC or
the Securities Commissions, as applicable, and
(iii)

do not contain any misrepresentations, with respect to the period covered by the Financial Statements.

(t)

Off-Balance Sheet Transactions. There are no material off-balance sheet transactions, arrangements, obligations or liabilities of the
Corporation or the Significant Subsidiaries whether direct, indirect, absolute, contingent or otherwise.

(u)

Accounting Policies. There has been no change in accounting policies or practices of the Corporation or its Subsidiaries since
December 31, 2016, other than as disclosed in the Financial Statements.
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(v)

Liabilities. None of the Corporation, or any of the Significant Subsidiaries has any liabilities, obligations, indebtedness or commitments,
whether accrued, absolute, contingent or otherwise, which are not disclosed or referred to in the Financial Statements, other than liabilities,
obligations, or indebtedness or commitments: (i) incurred in the normal course of business; or (ii) which would not, individually or in the
aggregate, have a Material Adverse Effect.

(w)

Independent Auditors. The auditors who reported on and certified the annual financial statements are independent with respect to the
Corporation within the meaning of the rules of professional conduct applicable to auditors in Canada and there has never been a “reportable
event” (within the meaning of NI 51-102) with the current, or to the best knowledge of the Corporation any predecessor, auditors of the
Corporation during the last three years.

(x)

Accounting Controls. The Corporation maintains, and will maintain, a system of internal accounting controls sufficient to provide
reasonable assurance that: (i) transactions are executed in accordance with management’s general or specific authorizations; (ii) transactions
are recorded as necessary to permit preparation of financial statements in conformity with IFRS and to maintain asset accountability;
(iii) access to monies and investments is permitted only in accordance with management’s general or specific authorization; and (iv) the
recorded accountability for assets is compared with the existing assets at reasonable intervals and appropriate action is taken with respect to
any differences.

(y)

Purchases and Sales. None of the Corporation or any of the Significant Subsidiaries has approved, has entered into any agreement in
respect of, or has any knowledge of, as the case may be:
(i)
the purchase of any Business Assets or any interest therein, or the sale, transfer or other disposition of any Business
Assets or any interest therein currently owned, directly or indirectly, by the Corporation or any subsidiary whether by asset sale, transfer of
shares, or otherwise, other than as disclosed in the Offering Documents;
(ii)
a transaction which would result in the change of control (by sale or transfer of Common Shares or sale of all or
substantially all of the assets of the Corporation or the Significant Subsidiaries or otherwise) of the Corporation or any subsidiary; or
(iii)
a proposed or planned disposition of Common Shares by any shareholder who owns, directly or indirectly, 10% or more
of the outstanding Common Shares or common shares of any Significant Subsidiary.

(z)

Title to Business Assets. The Corporation and the Significant Subsidiaries have good, valid and marketable title to and have all necessary
rights in respect of all of their material Business Assets as owned, leased, licensed, loaned, operated or used by them or over which they
have rights, free and clear of Liens (except as disclosed in the Offering Documents, including the documents incorporated by reference),
and no other rights are necessary for the conduct of the business as currently conducted or as proposed to be conducted. The Corporation
knows of no claim or basis for any claim that might or could have a Material Adverse Effect on the rights of the Corporation or the
Significant Subsidiaries to use, transfer, lease, license, operate, sell or otherwise exploit such
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Business Assets and neither the Corporation nor the Significant Subsidiaries have any obligation to pay any commission, license fee or
similar payment to any person in respect thereof, other than as disclosed in the Offering Documents and there are no outstanding rights of

first refusal or other pre-emptive rights of purchase which entitle any person to acquire any of the rights, title or interests in the Business
Assets.
(aa)

Compliance with Laws, Regulatory Approvals and Authorizations. Each of Peace Naturals and OGBC is an approved licensed producer in
the medical cannabis industry and all operations of the Corporation and the Significant Subsidiaries in respect of or in connection with the
Business Assets have been and continue to be conducted in accordance with best industry practices and in material compliance with all
Applicable Laws, including all ethical standards applicable to the Company’s industry and promulgated by Health Canada. The Corporation
and the Significant Subsidiaries have obtained and are in material compliance with all Authorizations to permit them to conduct their
Business as currently conducted or proposed to be conducted. All of the Authorizations issued to date are valid and in full force and effect
and none of the Corporation or any of the Significant Subsidiaries has received any correspondence or notice from any Governmental
Authority alleging or asserting material non- compliance with any Applicable Laws or Authorizations. None of the Corporation or any of
the Significant Subsidiaries have received any notice of proceedings or actions relating to the revocation, suspension, limitation or
modification of any Authorizations or any notice advising of the refusal to grant any Authorization that has been applied for or is in process
of being granted and has no knowledge or reason to believe that any such Governmental Authority is considering taking or would have
reasonable ground to take any such action. The Corporation and the Significant Subsidiaries are not conducting, nor does their business
involve, any “marijuana-related activities” in the United States within the meaning of CSA Staff Notice 51-352 — Issuers with U.S.
Marijuana-Related Activities (Revised).

(bb)

Research and Development. All product research and development activities, including quality assurance, quality control, testing, and
research and analysis activities, conducted by the Corporation and the Significant Subsidiaries in connection with their business is being
conducted in accordance with best industry practices and in compliance, in all material respects, with all industry, laboratory safety,
management and training standards applicable to the Business, all such processes, procedures and practices, required in connection with
such activities are in place as necessary and are being complied with, in all material respects.

(cc)

Business Relationships. All agreements with third parties in connection with the Business have been entered into and are being performed
by the Corporation and the Significant Subsidiaries and, to the knowledge of the Corporation, by all other third parties thereto, in
compliance with their terms, in all material respects. There exists no actual or, to the knowledge of the Corporation, threatened termination,
cancellation or limitation of, or any material adverse modification or material change in, the business relationship of the Corporation or the
Significant Subsidiaries, with any supplier, distributor, or customer, or any group of suppliers, distributors or customers whose business
with or whose purchases or inventories/components provided to the business of the Corporation or the Significant Subsidiaries are
individually or in the aggregate material to the assets, business, properties, operations or financial condition of the Corporation or the
Significant Subsidiaries. All such business relationships are intact and mutually cooperative, and there exists no condition or state of fact or
circumstances
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that would prevent the Corporation or the Significant Subsidiaries from conducting such business with any such third parties in the same
manner in all material respects as currently conducted or proposed to be conducted.
(dd)

Privacy Protection. Each of the Corporation and the Significant Subsidiaries has security measures and safeguards in place, consistent with
generally accepted industry practice and in compliance with Applicable Laws, to protect personal information it collects from registered
patients and customers and other parties from illegal or unauthorized access or use by its personnel or third parties or access or use by its
personnel or third parties in a manner that violates the privacy rights of third parties. The Corporation and the Significant Subsidiaries have
complied, in all material respects, with all applicable privacy and consumer protection legislation and neither the Corporation nor any of the
Significant Subsidiaries has collected, received, stored, disclosed, transferred, used, misused or permitted unauthorized access to any
information protected by privacy laws, whether collected directly or from third parties, in an unlawful manner. The Corporation and the
Significant Subsidiaries have taken all reasonable steps to protect personal information against loss or theft and against unauthorized access,
copying, use, modification, disclosure or other misuse.

(ee)

Intellectual Property. The Corporation and the Significant Subsidiaries own or possess the right to use all material patents, trademarks,
trademark registrations, service marks, service mark registrations, trade names, copyrights, licenses, inventions, trade secrets and rights
necessary for the conduct of their respective businesses, and the Corporation is not aware of any claim to the contrary or any challenge by
any other person to the rights of the Corporation and the Significant Subsidiaries with respect to the foregoing. To the knowledge of the
Corporation, the Corporation’s business, including that of the Significant Subsidiaries, as now conducted does not, and as currently
proposed to be conducted will not, infringe or conflict with in any material respect patents, trademarks, service marks, trade names,
copyrights, trade secrets, licenses or other intellectual property or franchise right of any person. No claim has been made against the
Corporation or the Significant Subsidiaries alleging the infringement by the Corporation or the Significant Subsidiaries of any patent,
trademark, service mark, trade name, copyright, trade secret, license in or other intellectual property right or franchise right of any person.

(ff)

Leased Premises. With respect to any Leased Premises, the Corporation or the Significant Subsidiaries have the exclusive right to occupy
and use the Leased Premises and each of the leases pursuant to which the Corporation or the Significant Subsidiaries occupy the Leased
Premises is in good standing and in full force and effect. The performance of obligations pursuant to and in compliance with the terms of
this Agreement, and the completion of the transactions described herein by the Corporation, will not afford any of the parties to such leases
or any other person the right to terminate such lease or result in any additional or more onerous obligations under such leases.

(gg)

Owned Premises. The Owned Premises are 100% beneficially owned by the Corporation or a Significant Subsidiary, and the Corporation
or the applicable Significant Subsidiary holds the Owned Premises under valid, subsisting and enforceable title documents and such title
documents permit the Corporation and the Significant Subsidiaries to carry on their business thereon as currently conducted.
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(hh)

Environmental and Workplace Laws. Each of the Corporation and the Significant Subsidiaries is currently in compliance, in all material
respects, with all Environmental Laws, including all reporting and monitoring requirements thereunder, and there are no pending or, to the

knowledge of the Corporation, any threatened, administrative, regulatory or judicial actions, suits, demands, claims, liens, notices of noncompliance or violation, investigation or proceedings relating to any Environmental Laws. Neither the Corporation nor the Significant
Subsidiaries have ever received any notice of any non-compliance in respect of Environmental Laws, there are no events or circumstances
that might reasonably be expected to form the basis of an order for clean up or remediation under Environmental Laws or relating to any
Hazardous Materials and there are no permits required under Environmental Laws for the conduct of the Business. The facilities and
operations of the Corporation and the Significant Subsidiaries are currently being conducted, and to the knowledge of the Corporation have
been conducted, in all material respects in accordance with all applicable workers’ compensation and health and safety and workplace laws,
regulations and policies.
(ii)

Insurance. The Corporation and the Significant Subsidiaries maintain insurance by insurers of recognized financial responsibility, against
such losses, risks and damages to their Business Assets in such amounts that are customary for the business in which they are engaged and
on a basis consistent with reasonably prudent persons in comparable businesses, and all of the policies in respect of such insurance
coverage, fidelity or surety bonds insuring the Corporation, the Significant Subsidiaries, and their respective directors, officers and
employees, and the Business Assets, are in good standing and in full force and effect in all respects, and not in default. Each of the
Corporation and the Significant Subsidiaries is in compliance with the terms of such policies and instruments in all material respects and
there are no material claims by the Corporation or the Significant Subsidiaries under any such policy or instrument as to which any
insurance company is denying liability or defending under a reservation of rights clause; the Corporation has no reason to believe that it will
not be able to renew such existing insurance coverage as and when such coverage expires or to obtain similar coverage from similar
insurers as may be necessary to continue the Business at a cost that would not have a Material Adverse Effect, and neither the Corporation
nor the Significant Subsidiaries has failed to promptly give any notice of any material claim thereunder.

(jj)

Material Agreements and Debt Instruments. All Material Agreements and Debt Instruments have been described or disclosed in the
Offering Documents and each Material Agreement and Debt Instrument is valid, subsisting, in good standing and in full force and effect,
enforceable in accordance with the terms thereof. The Corporation and the Significant Subsidiaries have, in all material respects, performed
all obligations in a timely manner under, and are in compliance, in all material respects, with all terms and conditions (including any
financial covenants) contained in each Material Agreement and Debt Instrument. None of the Corporation or any of the Significant
Subsidiaries are in material breach, violation or default nor has they received any notification from any party claiming that the Corporation
or the Significant Subsidiaries are in material breach, violation or default under any Material Agreement or Debt Instrument and no other
party, to the knowledge of the Corporation, is in material breach, violation or default of any term under any Material Agreement or Debt
Instrument.

(kk)

No Material Changes. Since September 30, 2017, other than as disclosed in the Offering Documents: (i) there has been no material change
in the assets, liabilities, obligations
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(absolute, accrued, contingent or otherwise) business, condition (financial or otherwise), properties, capital or results of operations of the
Corporation and the Significant Subsidiaries considered as one enterprise; and (ii) there have been no transactions entered into by the
Corporation or the Significant Subsidiaries, other than those in the ordinary course of business, which are material with respect to the
Corporation and the Significant Subsidiaries considered as one enterprise.
(ll)

Absence of Proceedings. Other than as disclosed in the Offering Documents, there is no action, suit, claim, proceeding, inquiry or
investigation before or brought by any Governmental Authority, domestic or foreign, now pending or, to the knowledge of the Corporation,
threatened against or affecting the Corporation, any Significant Subsidiary or the Business Assets (including in respect of any product
liability claims) which if determined adversely, would reasonably be expected to have a Material Adverse Effect, or would reasonably be
expected to materially and adversely affect the consummation of the transactions contemplated in this Agreement or the performance by the
Corporation of its obligations hereunder. The aggregate of all pending legal or governmental proceedings to which the Corporation or any
Significant Subsidiary is a party or of which any of their respective property or assets is subject, which are not described in the Offering
Documents would not reasonably be expected to result in a Material Adverse Effect.

(mm)

Absence of Defaults and Conflicts. None of the Corporation or any of the Significant Subsidiaries are in violation, default or breach of, and
the execution, delivery and performance of this Agreement, the Offering Documents and the consummation of the transactions and
compliance by the Corporation with its obligations hereunder and thereunder, the sale of the Offered Shares and the grant of the OverAllotment Option do not and will not, whether with or without the giving of notice or passage of time, or both, result in a violation, default
or breach of, or conflict with, or result in a Repayment Event or the creation or imposition of any Lien upon any property or assets of the
Corporation, including the Business Assets, or the Significant Subsidiaries under the terms or provisions of: (i) any Material Agreements or
Debt Instruments; (ii) the articles or by-laws or other constating documents or resolutions of the directors or shareholders of the Corporation
or the Significant Subsidiaries; (iii) any existing Applicable Laws, including Securities Laws; or (iv) any judgment, order, writ or decree of
any government, government instrumentality or court, domestic or foreign, having jurisdiction over the Corporation or the Significant
Subsidiaries or any of their assets, properties or operations, other than, in each of the cases in clauses (i) to (iv), those that would not
individually or in the aggregate have a Material Adverse Effect.

(nn)

Labour Matters. No material work stoppage, strike, lock-out, labor disruption, dispute grievance, arbitration, proceeding or other conflict
with the employees of the Corporation or the Significant Subsidiaries currently exists or, to the knowledge of the Corporation, is imminent
or pending and the Corporation and its Significant Subsidiaries are in material compliance with all provisions of all federal, national,
regional, provincial and local laws and regulations respecting employment and employment practices, terms and conditions of employment
and wages and hours.

(oo)

Employment Standards. There are no material complaints against the Corporation or the Significant Subsidiaries before any employment
standards branch or tribunal or human rights tribunal, nor any complaints or any occurrence which would reasonably be expected to lead to
a complaint under any human rights legislation or employment
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standards legislation that would be material to the Corporation. There are no outstanding decisions or settlements or pending settlements
under applicable employment standards legislation which place any material obligation upon the Corporation or the Significant Subsidiaries
to do or refrain from doing any act. The Corporation and Significant Subsidiaries are currently in material compliance with all workers’
compensation, occupational health and safety and similar legislation, including payment in full of all amounts owing thereunder, and there
are no pending claims or outstanding orders of a material nature against either of them under applicable workers’ compensation legislation,
occupational health and safety or similar legislation nor has any event occurred which may give rise to any such material claim.
(pp)

Collective Bargaining Agreements. None of the Corporation or any of the Significant Subsidiaries are party to any collective bargaining
agreements with unionized employees. To the knowledge of the Corporation, no action has been taken or is being contemplated to organize
or unionize any other employees of the Corporation or the Significant Subsidiaries that would reasonably be expected to have a Material
Adverse Effect.

(qq)

Employee Plans. The Offering Documents disclose, to the extent required by applicable Canadian Securities Laws, each material plan for
retirement, bonus, stock purchase, profit sharing, stock option, deferred compensation, severance or termination pay, insurance, medical,
hospital, dental, vision care, drug, sick leave, disability, salary continuation, legal benefits, unemployment benefits, vacation, incentive or
otherwise contributed to, or required to be contributed to, by the Corporation for the benefit of any current or former director, officer,
employee or consultant of the Corporation (the “Employee Plans”), each of which has been maintained in all material respects with its
terms and with the requirements prescribed by any and all statutes, orders, rules and regulations that are applicable to such Employee Plans.

(rr)

Taxes. All tax returns, reports, elections, remittances and payments of the Corporation and the Significant Subsidiaries required by
Applicable Law to have been filed or made in any applicable jurisdiction, have been filed or made (as the case may be) and are true,
complete and correct except where the failure to make such filing, election, or remittance and payment would not constitute a Material
Adverse Effect, and all taxes of the Corporation and of the Significant Subsidiaries have been paid or accrued in the Financial Statements
(except as any extension may have been requested or granted and in any case in which the failure to file, pay or accrue such taxes would not
result in a Material Adverse Effect). There are no examinations of any tax return of the Corporation or the Significant Subsidiaries currently
in progress and there are no issues or disputes outstanding with any governmental authority respecting any taxes that have been paid, or
may be payable, by the Corporation or the Significant Subsidiaries, in each case, which could reasonably be expected to result in a Material
Adverse Effect.

(ss)

Anti-Bribery Laws. Neither the Corporation nor the Significant Subsidiaries nor, to the knowledge of the Corporation, any director, officer,
employee, consultant, representative, affiliate or agent of the foregoing, has: (i) violated the Corruption of Foreign Public Officials Act
(Canada) (the “CFPOA”) or the U.S. Foreign Corrupt Practices Act of 1977, as amended, or the rules and regulations promulgated
thereunder (the “FCPA”) or other applicable anti-corruption laws, including, without limitation, making use of the mails or any means of
instrumentality of interstate commerce corruptly in furtherance of an offer, payment, promise to pay or authorization of the payment of any
money, or other property, gift, promise to give, or authorization of the
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giving of anything of value to any “foreign official” (as such term is defined in the FCPA) or any foreign political party or official thereof or
any candidate for foreign political office, in contravention of the FCPA, the CFPOA or other applicable anti-corruption law and the
Corporation and the Significant Subsidiaries and, to the knowledge of the Corporation, its affiliates, have conducted their businesses in
compliance with the FCPA, the CFPOA and other applicable anti-corruption laws and have instituted and maintained policies and
procedures designed to ensure, and which are reasonably expected to continue to ensure, continued compliance therewith. Neither the
Corporation nor the Significant Subsidiaries nor, to the knowledge of the Corporation, any director, officer, employee, consultant,
representative, affiliate or agent of foregoing, has: (i) conducted or initiated any review, audit, or internal investigation that concluded the
Corporation, a subsidiary or any director, officer, employee, consultant, representative, affiliate or agent of the foregoing violated such laws
or committed any material wrongdoing; or (ii) made a voluntary, directed, or involuntary disclosure to any Governmental Authority
responsible for enforcing anti-bribery or anti-corruption laws, in each case with respect to any alleged act or omission arising under or
relating to non-compliance with any such laws, or received any notice, request, or citation from any person alleging non-compliance with
any such laws.
(tt)

Sanctions. None of the Corporation nor the Significant Subsidiaries nor, to the knowledge of the Corporation, any director, officer,
employee, consultant, representative, affiliate or agent of the foregoing, is an individual or entity (“Person”) currently the target of any
sanctions administered or enforced by the United States government, including, without limitation, the U.S. Department of the Treasury’s
Office of Foreign Assets Control (“OFAC”), the Financial Transactions Reports Analysis Centre of Canada or other relevant sanctions
authority (collectively, “Sanctions”); and the Corporation will not directly or indirectly use the proceeds of the sale of the Offered Shares,
or lend, contribute or otherwise make available such proceeds to any subsidiaries, joint venture partners or other Person, to fund any
activities of or business with any Person, or in any country or territory, that, at the time of such funding, is the subject of Sanctions or in any
other manner that will result in a violation by any Person (including any Person participating in the transaction, whether as underwriter,
advisor, investor or otherwise) of Sanctions.

(uu)

No Money Laundering. The operations of the Corporation and the Significant Subsidiaries are and have been conducted at all times in
compliance with any applicable financial recordkeeping and reporting requirements of the Currency and Foreign Transactions Reporting
Act of 1970, as amended, the Proceeds of Crime Money (Money Laundering) Act (Canada) and the money laundering statutes of all
applicable jurisdictions, the rules and regulations thereunder and any related or similar rules, regulations or guidelines issued, administered
or enforced by any governmental agency (collectively, the “Money Laundering Laws”) and no action, suit or proceeding by or before any
court or governmental agency, authority or body or any arbitrator involving the Corporation or the Significant Subsidiaries with respect to
the Money Laundering Laws is pending, or, to the knowledge of the Corporation, threatened.

(vv)

No Significant Acquisitions. The Corporation has not completed any “significant acquisition” nor is it proposing any “probable
acquisitions” (within the meaning of such terms under NI 51-102) that would require the inclusion or incorporation by reference of any
additional financial statements or pro forma financial statements in the Offering
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Documents or the filing of a Business Acquisition Report pursuant to Canadian Securities Laws.
(ww)

Previous Acquisitions. All material acquisitions completed by the Corporation or the Significant Subsidiaries have been fully and properly
disclosed in the Public Disclosure Record, were completed in material compliance with all applicable corporate and Securities Laws and all
material corporate and regulatory approvals, consents, authorizations, registrations, and filings required in connection therewith were
obtained and complied with.

(xx)

Corporation Short Form Eligible. Upon filing of the Canadian Final Prospectus there will be no documents required to be filed under the
Canadian Securities Laws in connection with the distribution of the Offered Shares that will not have been filed as required.

(yy)

Compliance with Laws. The Corporation has complied, or will have complied, in all material respects with all relevant statutory and
regulatory requirements required to be complied with prior to the Closing Time in connection with this offering. The Corporation is not
aware of any legislation or proposed legislation, which it reasonably anticipates will have a Material Adverse Effect.

(zz)

No Loans. Except as disclosed in the Financial Statements, neither the Corporation nor the Significant Subsidiaries have made any material
loans to or guaranteed the material obligations of any person.

(aaa)

Directors and Officers. None of the directors or officers of the Corporation are now, or have ever been, subject to an order or ruling of any
securities regulatory authority or stock exchange prohibiting such individual from acting as a director or officer of a public company or of a
company listed on a particular stock exchange.

(bbb)

Minute Books and Records. The minute books and records of the Corporation and the Significant Subsidiaries made available to counsel
for the Underwriters in connection with their due diligence investigation of the Corporation for the periods requested to the date hereof are
all of the minute books and material records of the Corporation and the Significant Subsidiaries and contain copies of all material
proceedings (or certified copies thereof or drafts thereof pending approval) of the shareholders, the directors and all committees of directors
of the Corporation and the Significant Subsidiaries, as the case may be, to the date of review of such corporate records and minute books
and there have been no other meetings, resolutions or proceedings of the shareholders, directors or any committees of the directors of the
Corporation and the Significant Subsidiaries to the date hereof not reflected in such minute books and other records, other than those which
have been disclosed to the Underwriters or which are not material in the context of the Corporation and the Significant Subsidiaries.

(ccc)

No Dividends. During the previous 12 months, the Corporation has not, directly or indirectly, declared or paid any dividend or declared or
made any other distribution on any of its shares or securities of any class, or, directly or indirectly, redeemed, purchased or otherwise
acquired any of its Common Shares or securities or agreed to do any of the foregoing. There are no restrictions upon or impediment to, the
declaration or payment of dividends by the directors of the Corporation or the payment of dividends by the
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Corporation in the constating documents or in any Material Agreements or Debt Instruments.
(ddd)

Fees and Commissions. Other than the Underwriters (and their selling group members) pursuant to this Agreement, there is no other person
acting at the request of the Corporation, or to the knowledge of the Corporation, purporting to act who is entitled to any brokerage, agency
or other fiscal advisory or similar fee in connection with this offering or transactions contemplated herein.

(eee)

Entitlement to Proceeds. Other than the Corporation and the Underwriters pursuant to Article 14, there is no person that is or will be
entitled to demand any of the proceeds of this offering.

(fff)

Related Parties. Except as described or disclosed in the Offering Documents, none of the directors, officers or employees of the
Corporation, any known holder of more than 10% of any class of securities of the Corporation or securities of any person exchangeable for
more than 10% of any class of securities of the Corporation, or any known associate or affiliate of any of the foregoing persons or
companies (as such terms are defined in the Securities Act), has had any material interest, direct or indirect, in any material transaction
within the previous two years or any proposed material transaction which, as the case may be, materially affected or is reasonably expected
to materially affect the Corporation and the Significant Subsidiaries, on a consolidated basis. Neither the Corporation nor the Significant
Subsidiaries have any material loans or other indebtedness outstanding which has been made to any of its shareholders, officers, directors or
employees, past or present, or any person not dealing at “arm’s length” (within the meaning of the Income Tax Act (Canada)) with them.

(ggg)

Investment Company Act. The Corporation is not and, after giving effect to the offering and the sale of the Offered Shares and the
application of their proceeds as described in the Canadian Prospectuses, the U.S. Final Prospectuses and the Issuer free Writing
Prospectuses, will not be required to be registered as an “investment company” as defined in the Investment Company Act of 1940, as
amended, and the rules and regulations of the SEC promulgated thereunder.

(hhh)

Disclosure Controls. The Corporation and the Significant Subsidiaries maintain “disclosure controls and procedures” (as such term is
defined in Rule 13a-15(e) under the U.S. Exchange Act) that comply with the requirements of the securities laws of the Selling Jurisdictions
and the U.S. Exchange Act; and such disclosure controls and procedures have been designed to ensure that material information relating to
the Corporation and the Significant Subsidiaries is made known to the Corporation’s chief executive officer and chief financial officer by
others within those entities.

(iii)

Sarbanes-Oxley. There is and has been no failure on the part of the Corporation and any of the Corporation’s directors and officers, in their
capacities as such, to comply with applicable provisions of the Sarbanes-Oxley Act of 2002 and the rules and regulations promulgated in
connection therewith, including Section 402 relating to loans.

(jjj)

No Stabilization or Manipulation. The Corporation has not taken, directly or indirectly, and will not take any action designed to or that
would constitute or that would reasonably be expected to cause or result in, under Canadian Securities Laws or the U.S. Exchange
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Act or otherwise, stabilization or manipulation of the price of any security of the Corporation to facilitate the sale or resale of the Offered
Shares.
Section 7.2 Use of Proceeds. The Corporation covenants and agrees with and in favor of the Underwriters that the net proceeds received by the
Corporation from the Underwriters from the sale of the Offered Shares will be used for the purposes to be described in the Final Prospectuses, subject to the
qualifications described under the headings “Use of Proceeds” and “Risk Factors” in the Final Prospectuses.
Section 7.3 Lock-Up Period. Except as contemplated by this Agreement, during the period commencing on the date hereof and ending on the date
which is 90 days from the Closing Date contemplated hereunder (the “Lock-Up Period”), the Corporation will not, without the prior written consent of the
Lead Underwriters, which consent shall not be unreasonably withheld, conditioned or delayed, 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 with a Securities Commission or
the SEC in respect thereof, except that the Corporation may (i) sell, agree to issue or sell, or announce an intention to issue or sell any Common Shares or any
securities convertible into or exchangeable for Common Shares (A) pursuant to the exercise of the Over-Allotment Option, (B) as consideration in connection
with a strategic acquisition or investment, provided that (1) the securities issued as consideration are issued at a deemed price not less than the Offering Price
(subject to customary adjustment), and (2) the party receiving the consideration securities agrees to execute a customary lock-up agreement in respect of such
securities for the duration of the Lock-Up Period, (C) under any of the Corporation’s equity-based compensation plans existing at the date hereof, or
(D) pursuant to the exercise of warrants outstanding on the date hereof or securities issued as permitted by the foregoing clauses (B) and (C); and (ii) file a
shelf prospectus or registration statement that qualifies or registers the offer and sale of Common Shares or securities convertible into or exchangeable for
Common Shares as long as no Common Shares or other such securities are actually sold pursuant to any such prospectus or registration statement during the
Lock-Up Period.
Section 7.4 Lock-Up Agreements. The Corporation will use its commercially reasonable efforts to cause each of the directors and executive
officers of the Corporation to enter into lock-up agreements in a form satisfactory to the Corporation and the Lead Underwriters, on behalf of the
Underwriters, each acting reasonably, pursuant to which each such person agrees, during the Lock-Up Period, not to directly or indirectly, offer, sell, transfer,
pledge or otherwise dispose of or transfer any of the economic consequences of ownership (or announce any intention to do any of the foregoing), of any
securities of the Corporation, whether now owned directly or indirectly, or under their control or direction, without the prior written consent of the Lead
Underwriters, on behalf of the Underwriters, such consent not to be unreasonably withheld or delayed; provided, however, up to 300,000 Common Shares in
total may be offered, sold, transferred, pledged or otherwise disposed of or transferred during the Lock-Up Period by the directors and executives officers of
the Corporation as a group.
Section 7.5 Free Writing Prospectus. Neither the Corporation nor any Underwriter has made, and, unless the Corporation and the Lead
Underwriters otherwise agree in writing, neither the Corporation nor any Underwriter will make any offer relating to the Offered Shares that would constitute
an Issuer Free Writing Prospectus or that would otherwise constitute a Free Writing Prospectus; provided that the prior written consent of the parties hereto
shall be deemed to have been given in respect of the Free Writing Prospectuses, if any, included in Schedule C hereto and in respect of any electronic
roadshow furnished to the Lead Underwriters prior to first use and not objected to by the Lead Underwriters. Any such free writing prospectus consented to
by the Lead Underwriters or the Corporation is hereinafter referred to as a “Permitted Free Writing Prospectus.” The Corporation agrees that (i) it will treat
each
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Permitted Free Writing Prospectus as an Issuer Free Writing Prospectus and (ii) it will comply with the requirements of Rules 164 and 433 under the
U.S. Securities Act applicable to any Permitted Free Writing Prospectus, including in respect of timely filing with the SEC, legending and record keeping.
Section 7.6 Maintain Reporting Issuer Status. The Corporation will use its commercially reasonable best efforts to maintain its status as a
“reporting issuer” (or the equivalent thereof) not in default of the requirements of the Canadian Securities Laws in each of the Qualifying Jurisdictions, to the
date that is 18 months following the Closing Date, provided that the foregoing requirement is subject to the obligations of the directors to comply with their
fiduciary duties to the Corporation.
Section 7.7 Maintain Stock Exchange Listing. The Corporation will use its commercially reasonable best efforts to maintain the listing of the
Common Shares (including the Offered Shares) on the TSXV and the NASDAQ or such other recognized stock exchanges or quotation systems as the Lead
Underwriters, on behalf of Underwriters, may approve, acting reasonably, for a period of at least 18 months, following the Closing Date, provided that the
foregoing requirement is subject to the obligations of the directors to comply with their fiduciary duties to the Corporation and provided further that the
Corporation shall not be required to comply with this Section 7.7 following the completion of an amalgamation, merger, arrangement, business combination,
take-over bid or other similar transaction in connection with which the Corporation ceases to be a “reporting issuer” under Canadian Securities Laws.
Section 7.8 Consents and Approvals. The Corporation will have made or obtained, as applicable, at or prior to the Closing Time, all consents,
approval, permits, authorizations or filings as may be required by the Corporation under Securities Laws necessary for the consummation of the transactions
contemplated herein, other than customary post-closing filings required to be submitted within the applicable time frame pursuant to Securities Laws and the
rules of the TSXV and NASDAQ.
Section 7.9 Earnings Statement. The Corporation will timely file such reports pursuant to the U.S. Exchange Act as are necessary in order to make
generally available to its securityholders an earnings statement for the purposes of, and to provide the Underwriters the benefits contemplated by, the last
paragraph of Section 11(a) of the U.S. Securities Act.

Article 8
CLOSING
Section 8.1 The closing of the purchase and sale of the Firm Shares shall take place at the Closing Time at the offices of Blake, Cassels &
Graydon LLP in Toronto, Ontario.
Section 8.2 The closing of the purchase and sale of any Option Shares shall be completed at the Closing Time on such date (the “Option Closing
Date”), which may be the same as the Closing Date but shall in no event be earlier than the Closing Date, nor less than three nor more than five business days
after the giving of the notice hereinafter referred to (provided that if the Option Closing Date is the same as the Closing Date, such notice may be given not
less than two business days prior to the Option Closing Date), as shall be specified in a written notice from the Lead Underwriters, on behalf of the
Underwriters, to the Corporation of the Underwriters’ determination to purchase that number of Option Shares specified in such notice. The closing of the
purchase and sale of any Option Shares shall be completed at the offices of Blake, Cassels & Graydon LLP in Toronto, Ontario. If the Over-Allotment Option
is exercised, all of the provisions of this Agreement relating to the purchase by the Underwriters of the Firm Shares shall apply mutatis mutandis in relation to
the purchase by the Underwriters of any Option Shares at the Closing Time on the Option Closing Date.
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Section 8.3 At the Closing Time, the Corporation shall deliver to CDS Clearing and Depository Services Inc. (“CDS”), on behalf of the
Underwriters, in electronic or certificated form, the Firm Shares registered in name or names as the Lead Underwriters may notify the Corporation not less
than two business days before the Closing Date. The Lead Underwriters, on behalf of the Underwriters, shall furnish to CDS not less than two business days
before the Closing Date, a breakdown of the number of Firm Shares to be allocated in the book-based system of CDS to the Underwriters and other brokers or
dealers which are participants of CDS and act on behalf of beneficial owners, together with the financial institution numbers of each person to whom Firm
Shares are to be allocated in the book-based system. The delivery of the Firm Shares in electronic or certificated form to CDS shall be made against payment
by the Underwriters to the Corporation of the aggregate purchase price, net of the Underwriting Fee, for the Firm Shares by wire transfer in immediately
available funds as set forth in Section 8.4.
Section 8.4 Payment of the amount of the aggregate purchase price for the Purchased Shares, net of the Underwriting Fee, shall be effected by wire
transfer in immediately available Canadian dollars payable to the Corporation or as the Corporation may otherwise direct the Underwriters in writing not later
than 10:00 a.m. (Toronto time) on the business day immediately preceding the Closing Date.
Article 9
CONDITIONS PRECEDENT
Section 9.1 The following are conditions precedent to the obligations of the Underwriters to close the transactions contemplated by this Agreement,
which conditions the Corporation covenants to exercise all reasonable commercial efforts to have fulfilled at or prior to the Closing Time and which
conditions may be waived in writing in whole or in part by the Underwriters at any time. If any of the conditions are not met, each of the Underwriters may
terminate its obligations under this Agreement without prejudice to any other remedies it may have. At the Closing Time:
(a)

the Canadian Final Prospectus shall have been filed with the Securities Commissions and the U.S. Final Prospectus and the Registration
Statement shall have been filed with the SEC; the Registration Statement shall have become effective under the U.S. Securities Act; no stop
order suspending the effectiveness of the Registration Statement or any part thereof shall have been issued and no proceeding for that
purpose shall have been initiated or threatened by the SEC; no order having the effect of preventing or suspending the use of any prospectus
(including any Issuer Free Writing Prospectus) relating to the Offered Shares shall have been issued and no proceeding for that purpose
shall have been initiated or threatened by the Securities Commissions or the SEC; and all requests for additional information on the part of
the Securities Commissions and the SEC shall have been complied with to the reasonable satisfaction of the Underwriters;

(b)

the Underwriters having received certificates dated the Closing Date and signed by two senior officers of the Corporation as may be
acceptable to the Underwriters, acting reasonably, in form and substance satisfactory to the Underwriters, acting reasonably, with respect to:
(i)

the constating documents of the Corporation;

(ii)
the resolutions of the directors of the Corporation relevant to the Offering Documents, the sale of the Offered Shares, the
grant of the Over-Allotment Option and the authorization of this Agreement and the transactions contemplated herein; and
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(iii)

the incumbency and signatures of signing officers for the Corporation;

(c)

the Underwriters receiving certificates of status and/or compliance, where issuable under Applicable Laws, for the Corporation and each of
the Significant Subsidiaries, each dated within one business day prior to the Closing Date;

(d)

the Underwriters shall have received a certificate, dated the Closing Date, signed by the Chief Executive Officer and the Chief Financial
Officer or such other senior officer(s) of the Corporation as may be acceptable to the Underwriters, acting reasonably, certifying for and on
behalf of the Corporation and not in their personal capacity and without personal liability, after having made due enquiries, that:
(i)
the Corporation has complied with and satisfied, in all material respects, the covenants, terms and conditions of this
Agreement on its part to be complied with or satisfied at or prior to the Closing Time;
(ii)
the representations and warranties of the Corporation contained herein are true and correct in all material respects (except
in the case where such representations and warranties are qualified by “Material Adverse Effect” or other concepts of materiality, in which
case such representation and warranties shall be true and correct in all respects) as of the Closing Time with the same force and effect as if
made at and as of the Closing Time, except for such representations and warranties which are made as of a specific date other than the
Closing Date;

(iii)
no event of a nature referred to in Section 10.1(a) or (b) hereof has occurred since the date of this Agreement or to the
knowledge of such officers is pending, contemplated or threatened (excluding any requirement of an Underwriter to make a determination
as to whether or not any event or change has, in the Underwriter’s opinion, had or would have the effect specified therein);
(iv)
since the respective dates as of which information is given in the Canadian Final Prospectus and the U.S. Final
Prospectus: (i) there has been no material change (actual, anticipated, contemplated or threatened, whether financial or otherwise) in the
business, affairs, operations, assets, liabilities (contingent or otherwise), prospects or capital of the Corporation on a consolidated basis; and
(ii) no transaction has been entered into by any of the Corporation or the Significant Subsidiaries which is material to the Corporation on a
consolidated basis, other than as disclosed in the Canadian Final Prospectus and the U.S. Final Prospectus; and
(v)
there has been no change in any material fact (which includes the disclosure of any previously undisclosed material fact)
contained in the Canadian Final Prospectus or the U.S. Final Prospectus which fact or change is, or may be, of such a nature as to render
any statement in the Canadian Final Prospectus or the U.S. Final Prospectus misleading or untrue in any material respect or which would
result in a misrepresentation in the Canadian Final Prospectus or the U.S. Final Prospectus or which would result in the Canadian Final
Prospectus or the U.S. Final Prospectus not complying with applicable Securities Laws;
(e)

the Corporation shall have furnished to the Underwriters evidence that the Offered Shares have been conditionally approved for listing and
trading on the TSXV and that the
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Common Shares purchased at that time will be posted for trading on the TSXV and NASDAQ on the Closing Date or the Option Closing
Date, as applicable;
(f)

the Underwriters shall have received written confirmation from the Corporation’s registrar and transfer agent of the number of Common
Shares issued and outstanding as of the day immediately prior to the Closing Date;

(g)

the Underwriters shall have received a comfort letter of the Corporation’s auditor, addressed to the Underwriters, the Corporation and the
board of directors of the Corporation, and dated the Closing Date, in form and substance satisfactory to the Underwriters, acting reasonably,
bringing the information contained in the comfort letter or letters from such auditor referred to in Section 3.1(f) hereof forward to the
Closing Time, which comfort letter shall be based on a review having a cut-off date not more than three business days prior to the
Closing Date;

(h)

the Underwriters shall have received, dated the Closing Date (i) legal opinions from Blake, Cassels & Graydon LLP, Canadian counsel for
the Corporation (or where applicable, opinions of local counsel as to the laws of the Qualifying Jurisdictions other than the Provinces of
Alberta, British Columbia and Ontario and the federal laws of Canada applicable therein), to the effect set forth in Schedule A hereto,
(ii) legal opinions and a negative assurance letter from Paul, Weiss, Rifkind, Wharton & Garrison LLP, U.S. counsel for the Corporation, to
the effect set forth in Schedule B hereto, and (iii) legal opinions and a negative assurance letter from Shearman & Sterling LLP,
U.S. counsel for the Underwriters, with respect to the offering and sale of the Offered Shares in the United States, the Registration
Statement, the U.S. Final Prospectus (together with any supplement thereto) and other related matters as the Underwriters may reasonably
require, it being understood that counsel for the Underwriters may rely on the opinions of counsel for the Corporation and the opinions of
local counsel in the Qualifying Jurisdictions as to all matters not governed by the laws of the respective jurisdictions in which they are
qualified to practice, and that all counsel may rely, to the extent appropriate in the circumstances, as to matters of fact on certificates of the
Corporation, auditors and public officials, and that the opinions of counsel may be subject to usual qualifications as to enforceability,
equitable remedies, creditors’ rights laws and public policy considerations;

(i)

the Underwriters shall have received the executed lock-up agreements from each director and officer of the Corporation in favour of the
Underwriters in a form satisfactory to the Underwriters as required pursuant to Section 7.4 of this Agreement;

(j)

the Underwriters shall have received a certificate from the Chief Financial Officer of the Corporation, acting reasonably, certifying on
behalf of the Corporation and not in his personal capacity, as to certain matters with respect to guidance pertaining to financial and
operational matters, in a form reasonably acceptable to the Underwriters;

(k)

the Financial Industry Regulatory Authority, Inc. shall not have raised any objections with respect to the fairness or reasonableness of the
underwriting, or other arrangements or transactions, contemplated hereby which remain unresolved; and

(l)

the Underwriters shall have received such further certificates and documents as the Lead Underwriters may reasonably request in order to
evidence the satisfaction of any of the conditions in the Agreement.
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Article 10
TERMINATION
Section 10.1 In addition to any other remedies which may be available to the Underwriters, an Underwriter shall be entitled, at its option, to
terminate and cancel its obligations to purchase the Offered Shares, without any liability on its part, immediately upon written notice to the Corporation at any
time prior to the Closing Time if:
(a)

any order to cease or suspend trading in any securities of the Corporation or prohibiting or restricting the Distribution of the Offered Shares
is made, or any stop order suspending the effectiveness of the Registration Statement or stop order preventing or suspending the use of any
prospectus relating to the Offered Shares has been issued, or if proceedings are announced, commenced or threatened for the making of any

such order, by a Securities Commission, the SEC or by any other similar regulatory authority, and has not been rescinded, revoked
or withdrawn;
(b)

any inquiry, investigation or other proceeding in relation to the Corporation or its subsidiaries, is announced or commenced by any
Securities Commission or similar regulatory authority, any stock exchange upon which securities of the Corporation are listed or any other
competent authority if, in the reasonable opinion of an Underwriter, the announcement or commencement thereof materially adversely
affects or would materially adversely affect the trading or Distribution of the Offered Shares;

(c)

the Corporation shall be in breach of, default under or non-compliance with any representation, warranty, covenant, term or condition of
this Agreement in any material respect;

(d)

(i) trading generally shall have been suspended or materially limited on, or by, as the case may be, NASDAQ or the TSXV, (ii) a material
disruption in securities settlement, payment or clearance services in the United States or Canada shall have occurred, or (iii) any
moratorium on commercial banking activities shall have been declared by U.S. Federal or New York State or Canadian or the Province of
Ontario authorities and in the case of any of the events specified in (i) through (iii), such event, singly or together with any other such event,
would in the opinion of an Underwriter, acting reasonably, have a material adverse effect on the market price or market value of the
Common Shares;

(e)

there shall have occurred any material change, change to a material fact or new material fact, financial or otherwise, in the business,
operations, or condition (financial or otherwise) of the Corporation 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; or

(f)

there should develop, occur or come into effect or existence 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 Corporation.
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Section 10.2 In the event of a termination by an Underwriter pursuant to this Article 10, there shall be no further liability on the part of such
Underwriter to the Corporation or of the Corporation to such Underwriter in respect of that proposed Distribution of the Offered Shares, except in respect of
the obligations of the Corporation under Article 12 and Article 13.
Article 11
CONDITIONS
Section 11.1 All terms and conditions of this Agreement shall be construed as conditions and any breach or failure to comply in all material respects
with any such terms or conditions which are for the benefit of the Underwriters shall entitle any of the Underwriters to terminate their obligation to purchase
the Purchased Shares by notice in writing to that effect given to the Corporation and the other Underwriters at or prior to the Closing Time. The Underwriters
may waive in whole or in part or extend the time for compliance with any of such terms and conditions without prejudice to their rights in respect of any other
of such terms and conditions or any other or subsequent breach or non-compliance, provided that to be binding on an Underwriter any such waiver or
extension must be in writing and signed by such Underwriter.
Article 12
INDEMNIFICATION AND CONTRIBUTION
Section 12.1 The Corporation shall indemnify and hold harmless each of the Underwriters and the Underwriters’ respective directors, officers,
affiliates and employees and each person who controls any Underwriter within the meaning of Section 15 of the U.S. Securities Act or Section 20 of the
U.S. Exchange Act (collectively, the “Indemnified Parties”) from and against all liabilities, claims, demands, losses (other than loss of profit in connection
with the Distribution or holding of the Offered Shares), costs, damages and expenses (including the reasonable fees and disbursements of counsel)
(collectively, “Claims”) to which the Indemnified Party may be subject or which the Indemnified Party may suffer or incur, whether under the provisions of
any statute or otherwise in any way caused by or arising directly or indirectly from or in consequence of:
(a)

any information or statement in the Offering Documents or in any other document incorporated therein by reference, being or being alleged
to be a misrepresentation or untrue, or any omission or alleged omission to state therein any information required to be stated therein;

(b)

any untrue statement or alleged untrue statement of a material fact in the Registration Statement or any amendment thereto, or any omission
or alleged omission of a material fact required to be stated therein or necessary to make the statements therein not misleading, or any untrue
statement or alleged untrue statement of a material fact in the Canadian Prospectuses, the U.S. Prospectuses, any Issuer Free Writing
Prospectus or any amendment or supplement thereto, or any omission or alleged omission of a material fact necessary to make the
statements therein, in the light of the circumstances under which they were made, not misleading;

(c)

the Corporation not complying with any requirement of applicable Securities Laws or any breach or violation of any Securities Laws in
connection with the transactions contemplated herein;

(d)

the breach of, default under or non-compliance with by the Corporation of any of the covenants, representations or warranties contained in
this Agreement;
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(e)

any prohibition or restriction of trading in the securities of the Corporation or any prohibition or restriction affecting the Distribution of the
Offered Shares imposed by any competent authority if such prohibition or restriction is based on any of the events referred to in

subsections 12.1(a), (b) or (c); or
(f)

any order made or any inquiry, investigation (whether formal or informal) or other proceedings commenced or threatened by any one or
more competent authorities (not based upon the activities or the alleged activities of the Underwriters or their banking or selling group
members, if any) or any change of law or the interpretation or administration thereof relating to or materially affecting the trading or
Distribution of the Offered Shares;

provided that the Corporation shall not be liable in such case to the extent that any such Claims arise out of or are based solely upon any misrepresentation or
alleged misrepresentation of a material fact in, or any omission or alleged omission of a material fact from the Offering Documents or in any other document
incorporated therein by reference, or in any other material so filed, in such case made in reliance upon and in conformity with information furnished in
writing to the Corporation by and in respect of any of the Underwriters specifically for inclusion therein; and in such event, such Underwriter shall promptly
reimburse the Corporation for the respective amounts received from the Corporation pursuant to this indemnity in respect of such Claims.
Section 12.2 In order to provide for just and equitable contribution in circumstances in which the indemnification provided for in Section 12.1 is
unavailable, in whole or in part, for any reason (other than any reason specified in Section 12.1) to an Indemnified Party in respect of any Claims referred to
therein, the Corporation shall contribute to the amount paid or payable (or, if such indemnity is unavailable only in respect of a portion of the amount so paid
or payable, such portion of the amount so paid or payable) by such Indemnified Party as a result of such Claims:
(a)

in such proportion as is appropriate to reflect the relative benefits received by the Corporation, on the one hand, and the Underwriters, on
the other hand, from the Distribution of the Offered Shares; or

(b)

if the allocation provided by Section (a) above is not permitted by Applicable Laws, in such proportion as is appropriate to reflect not only
the relative benefits referred to in Section (a) above but also the relative fault of the Corporation, on the one hand, and the Underwriters, on
the other hand, in connection with the matters or things referred to in Section 12.1 which resulted in such Claims, as well as any other
relevant equitable considerations;

provided that the Underwriters shall not in any event be liable to contribute, in the aggregate, any amount in excess of the Underwriting Fee or any portion
thereof actually received. The relative benefits received by the Corporation, on the one hand, and the Underwriters, on the other hand, shall be deemed to be
in the same proportion as the total net proceeds from the Distribution of the Offered Shares received by the Corporation is to the Underwriting Fee received
by the Underwriters. The relative fault of the Corporation, on the one hand, and of the Underwriters, on the other hand, shall be determined by reference to,
among other things, whether the matters or things referred to in Section 12.1 which resulted in such Claims relate to information supplied by or which ought
to have been supplied by or steps or actions taken or done or not taken or done by or on behalf of the Corporation or to information supplied by or on behalf
of the Underwriters. The parties agree that it would not be just and equitable if contribution pursuant to this Section 12.2 were determined by pro rata
allocation (even if the Underwriters were treated as one party for such purpose) or any other method of allocation which does
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not take into account the equitable considerations referred to above in this Section 12.2. The Underwriters respective obligations to contribute pursuant to this
Section 12.2 are several in proportion to their respective underwriting obligations with respect to such Offered Shares and not joint.
Section 12.3 If any claim contemplated by this Article 12 shall be asserted against any Indemnified Party, the Indemnified Party concerned shall
promptly notify the Corporation and the Underwriters, in writing, of the nature of such claim (provided that any failure to so notify promptly, in writing, shall
relieve the Corporation of liability under this Article 12 only to the extent that such failure materially prejudices the Corporation’s ability to defend such claim
and in any event shall not relieve it from any liability which it may have otherwise than on account of this indemnity provision), and the Corporation shall,
subject as hereinafter provided, be entitled (but not required) to participate in and assume the defence of any suit or proceeding (including any governmental
or regulatory investigation or proceeding) brought to enforce such claim. Any such defence shall be through legal counsel acceptable to the Indemnified Party
(whose acceptance shall not be unreasonably withheld) and no admission of liability or settlement shall be made by the Corporation or any Indemnified Party
in respect of any Indemnified Party without, in each case, the prior written consent of all the Underwriters, and no admission of liability or settlement shall be
made by any Indemnified Party without the prior written consent of the Corporation. An Indemnified Party shall have the right to employ separate counsel in
any such suit and participate in the defence thereof but the fees and expenses of such counsel shall be at the expense of the Indemnified Party unless: (i) the
Corporation fails to assume the defence of such suit on behalf of the Indemnified Party within a reasonable period of time; or (ii) the employment of such
counsel has been authorized in writing by the Corporation; or (iii) the named parties to any such suit or proceeding include both the Indemnified Party and
the Corporation and the Indemnified Party shall have received advice from counsel that there may be one or more legal defences available to the Indemnified
Party which are different from or in addition to those available to the Corporation, in which case, if such Indemnified Party notifies the Corporation in writing
that it elects to employ separate counsel at the expense of the Corporation, the Corporation shall not have the right to assume the defence of such suit or
proceeding on behalf of the Indemnified Party and shall be liable to pay the reasonable fees and expenses of counsel for the Indemnified Party, it being
understood, however, that the Corporation shall not, in connection with any one such action or separate but substantially similar or related actions in the same
jurisdiction arising out of the same general allegations or circumstances, be liable for the reasonable fees and expenses of more than one separate law firm
(in addition to any local counsel) for all such Indemnified Parties. The Corporation shall not be liable for any settlement of any action or suit effected without
its written consent. It is the intention of the Corporation to constitute each of the Underwriters as trustees for the Underwriters’ directors, officers, affiliates,
employees and control persons, of the covenants of the Corporation under section 12.1 with respect to the Underwriters’ directors, officers, affiliates,
employees and control persons and the Underwriters agree to accept such trust and to hold and enforce such covenants on behalf of such persons.
Section 12.4 The rights provided in this Article 12 shall be in addition to and not in derogation of any other right which the Underwriters may have
by statute or otherwise at law.
Section 12.5 Notwithstanding anything else contained in this Agreement, no person who has been determined by a court of competent jurisdiction
in a final non-appealable judgment to have engaged in fraud, willful default or misconduct, fraudulent misrepresentation or negligence shall be entitled to
claim indemnification pursuant to Section 12.1 or contribution pursuant to Section 12.2 from any person who has not also been so determined to have
engaged in such fraud, willful default or misconduct, fraudulent misrepresentation or negligence. For greater certainty, the Corporation and the Underwriters
agree that they do not intend that any failure by the Underwriters to conduct such reasonable investigation as necessary to provide the Underwriters with
reasonable grounds for believing the Offering Documents
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contained no misrepresentation shall constitute “negligence” or “willful misconduct” for purposes of this Section 12.5 or otherwise disentitle the Underwriters
from indemnification hereunder.
Section 12.6 Without limiting the generality of Section 12.5, the rights of indemnity provided under Section 12.1 and rights of contribution provided
under Section 12.2 shall not apply if the Corporation has complied with subsections 3.1(a), (b), (c) and (d) and Article 6, as applicable, and the person
asserting any claim contemplated by this Article 12 has not been provided with copies of the Canadian Prospectuses or U.S. Prospectuses (as appropriate) or
any Prospectus Amendment that corrects any misrepresentation or alleged misrepresentation that is the basis for such claim and that is required, under
applicable Securities Laws, to be delivered to such person by the Underwriters.
Article 13
EXPENSES
Section 13.1 Whether the transactions herein contemplated are completed, all expenses of or incidental to the issue and offering of the Offered
Shares shall be borne by the Corporation, including, without limitation, expenses payable in connection with the qualification of the Offered Shares for
Distribution in the Qualifying Jurisdictions and in the United States; the preparation, printing, issuance and delivery of certificates for the Offered Shares,
including any stamp or transfer taxes in connection with the original issuance and sale of the Offered Shares; any listing fees and transfer agent costs; if
applicable, any registration or qualification of the Offered Shares for offer and sale under the securities or blue sky laws of the several states (including filing
fees relating to such registration and qualification); any filings required to be made with the Financial Industry Regulatory Authority, Inc. (including filing
fees); the travel, transportation and other expenses of the Corporation in connection with presentations to prospective purchasers of the Offered Shares; all
other costs and expenses of the Corporation and its representatives incident to the performance by the Corporation of its obligations hereunder; the fees and
expenses of counsel and auditor for the Corporation; listing fees; and all costs incurred in connection with the preparation, printing, filing and delivery of the
Offering Documents and any marketing materials and Issuer Free Writing Prospectus, including the Underwriters’ out-of-pocket expenses and the fees and
expenses of counsel for the Underwriters (including Shearman & Sterling LLP as U.S. counsel and Dentons Canada LLP as Canadian counsel); provided,
however, that such counsel fees and expenses will be reimbursed up to an amount not to exceed $500,000.
Article 14
SEVERAL OBLIGATIONS
Section 14.1 The Underwriters’ obligations to purchase the Firm Shares at the Closing Time shall be several and not joint and the Underwriters’
respective obligations in this respect shall be in the following percentages of the Firm Shares to be purchased at that time:
GMP Securities L.P.
BMO Nesbitt Burns Inc.
Cormark Securities Inc.
Beacon Securities Limited
PI Financial Corp.

45.7%
34.3%
10.0%
5.0%
5.0%
100.0%

Subject to Section 14.2, no Underwriter shall be obligated to take up and pay for any of the Firm Shares to be purchased by it unless the other Underwriters
simultaneously take up and pay for the percentage of Firm Shares set out opposite their name above.
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Section 14.2 If any one or more of the Underwriters fails to purchase its or their applicable percentage of the Firm Shares at the Closing Time, and
if the aggregate number of Firm Shares not purchased is:
(a)

less than or equal to 11.0% of the Firm Shares agreed to be purchased by the Underwriters pursuant to this Agreement, then each of the
other Underwriters shall be obligated to purchase severally the Firm Shares not taken up, on a pro rata basis or as they may otherwise agree
as between themselves; and

(b)

greater than 11.0% of the Firm Shares agreed to be purchased by the Underwriters pursuant to this Agreement, then the remaining
Underwriters shall not be obligated to purchase such Firm Shares; however, the remaining Underwriters shall have the right, exercisable at
their option, to purchase on a pro rata basis (or on such other basis as may be agreed to by the remaining Underwriters) all, but not less than
all, of the Firm Shares which would otherwise have been purchased by the defaulting Underwriter or Underwriters;

and the remaining Underwriters shall also have the right, by notice in writing to the Corporation, to postpone the Closing Time for a period not exceeding two
business days.
Section 14.3 In the event that the right to purchase under Section 14.2(b) above is not exercised, the Underwriter or Underwriters which are able
and willing to purchase shall be relieved of all obligations to the Corporation on submission to the Corporation of reasonable evidence of its or their ability
and willingness to fulfil its or their obligations hereunder at the Closing Time.
Section 14.4 Nothing in this Article 14 shall obligate the Corporation to sell to any or all of the Underwriters less than all of the Firm Shares or shall
relieve any of the Underwriters in default hereunder from liability to the Corporation or to any non-defaulting Underwriter in respect of its default hereunder.
In the event of a termination by the Corporation of its obligations under this Agreement, there shall be no further liability on the part of the Corporation to the
Underwriters except in respect of any liability which may have arisen or may thereafter arise under Article 12 or Article 13 hereof.
Article 15
LEAD UNDERWRITERS

Section 15.1 Actions of Underwriters. All steps which must or may be taken by the Underwriters in connection with this Agreement but with the
exception of the steps contemplated by Article 10, Article 11, Article 12 and Article 14 hereof may be taken by a Lead Underwriter on the Underwriters’
behalf (or the Designated Underwriter in the case of Sections 2.4(b) and 2.5), and this Agreement is the Corporation’s authority for dealing solely with, and
accepting notification from, a Lead Underwriter (or the Designated Underwriter in the case of Sections 2.4(b) and 2.5) with respect to any such steps on their
behalf. Other than as set forth in this Section 15.1, no action by any Underwriter shall be binding on any other Underwriter.
Article 16
NOTICES
Section 16.1 Notice. Any notices or other communication to be given hereunder shall:
(a)

in the case of notice to the Corporation, to:
42

Cronos Group Inc.
720 King Street West, Suite 320
Toronto, Ontario M5V 2T3
Attention: Xiuming Shum, General Counsel
Email: legal@thecronosgroup.com
with a copy (which shall not constitute notice) to:
Blake, Cassels & Graydon LLP
199 Bay Street, Suite 4000
Toronto, Ontario M5L 1A9
Attention: Tim Andison
Email: tim.andison@blakes.com
and
Paul, Weiss, Rifkind, Wharton & Garrison LLP
77 King Street West, Toronto-Dominion Centre
Suite 3100, P.O. Box 226,
Toronto, Ontario M5K 1J3
Attention: Adam M. Givertz, Esq.
Email: agivertz@paulweiss.com
in the case of notice to the Underwriters, to:
GMP Securities L.P.
145 King Street West, Suite 300
Toronto, Ontario M5H 1J8
Attention: Steve Ottaway
E-mail: steveo@gmpsecurities.com
and
BMO Nesbitt Burns Inc.
100 King Street West, Suite 4000
Toronto, Ontario M5X 2A1
Attention: Andrew Warkentin
Email: andrew.warkentin@bmo.com
with a copy (which shall not constitute notice) to:
Dentons Canada LLP
77 King Street West, Suite 400
Toronto, Ontario M5K 0A1
Attention: Eric Foster
Email: eric.foster@dentons.com
and
Shearman & Sterling LLP
Commerce Court West
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Suite 4405, P.O. Box 247
Toronto, Ontario M5L 1E8
Attention: Jason Lehner
Email: jlehner@shearman.com

Any notice or other communication shall be in writing and, unless delivered personally to a responsible officer of the addressee shall be given by e-mail, and
shall be deemed to be given at the time e-mailed or delivered, if e-mailed or delivered to the recipient on a business day (in the city in which the addressee is
located) and before 5:00 p.m. (local time in the city in which the addressee is located) on such business day, and otherwise shall be deemed to be given at
9:00 a.m. (local time in the city in which the addressee is located) on the next following business day (in the city in which the addressee is located). Any party
hereto may change its address for notice by notice to the other parties hereto given in the manner herein provided.
Article 17
MISCELLANEOUS
Section 17.1 Currency. Unless otherwise indicated, all references herein to currency shall be to the lawful money of Canada.
Section 17.2 Survival. The indemnities, rights of contribution, representations, warranties and covenants contained in this Agreement shall survive
the purchase by the Underwriters of the Offered Shares and shall continue in full force and effect unaffected by subsequent disposition by the Underwriters of
the Offered Shares.
Section 17.3 Time of the Essence. Time shall be of the essence of this Agreement.
Section 17.4 Counterparts. This Agreement may be executed in several counterparts, each of which when so executed shall be deemed to be an
original but which together shall constitute one and the same agreement. A signed counterpart of this Agreement provided by way of e-mail or other
electronic transmission shall be as binding upon the parties as an originally signed counterpart.
Section 17.5 Severability. If any provision of this Agreement is determined to be void or unenforceable in whole or in part, it shall be deemed not
to affect or impair the validity of any other provision of this Agreement and such void or unenforceable provision shall be severable from this Agreement.
Section 17.6 Governing Law. This Agreement shall be governed by and interpreted in accordance with the laws of the Province of Ontario and the
federal laws of Canada applicable in the Province of Ontario. Each of the parties hereto irrevocably attorns to the non-exclusive jurisdiction of the courts of
the Province of Ontario.
Section 17.7 Entire Agreement. The terms of this Agreement supersede any previous verbal or written agreement between or among the
Corporation and the Underwriters (or any of them) with respect to the subject matter hereof, including the letter agreement by and between the Lead
Underwriters and the Corporation dated March 21, 2018.
Section 17.8 Further Assurances. Each of the parties hereto shall promptly do, make, execute or deliver, or cause to be done, made, executed or
delivered, all such further acts, documents and things as the other party hereto may reasonably require from time to time for the purposes of giving effect to
this
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Agreement and shall use reasonable commercial efforts and take all such steps as may be reasonably within its power to implement to their full extent the
provisions of this Agreement.
Section 17.9 No Fiduciary Duty. The Corporation acknowledges and agrees that (i) the issue and sale of the Offered Shares pursuant to this
Agreement is an arm’s-length commercial transaction between the Corporation, on the one hand, and the Underwriters, on the other, (ii) in connection
therewith and with the process leading to such transaction each Underwriter is acting solely as a principal and not the agent or fiduciary of the Corporation,
(iii) no Underwriter has assumed an advisory or fiduciary responsibility in favor of the Corporation with respect to this offering or the process leading thereto
(irrespective of whether such Underwriter has advised or is currently advising the Corporation on other matters) or any other obligation to the Corporation
except the obligations expressly set forth in this Agreement and (iv) the Corporation has consulted its own legal and financial advisors to the extent it deemed
appropriate.
Section 17.10 Several and Not Joint. In performing their respective obligations under this Agreement, the Underwriters will be acting severally and
not jointly and severally. Nothing in this Agreement is intended to create any relationship in the nature of a partnership, or joint venture between the
Underwriters.
Section 17.11 Market Stabilization Activities. In connection with the distribution of the Offered Shares, the Underwriters (or any of them) may
effect transactions which stabilize or maintain the market price of the Common Shares at levels other than those which might otherwise prevail in the open
market, but in each case as permitted by the Securities Laws. Such stabilizing transactions, if any, may be discontinued by the Underwriters at any time.
[remainder of page intentionally left blank]
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If the foregoing is acceptable to you, please signify such acceptance by executing and returning the enclosed copy of this Agreement to the Lead
Underwriters. Such acceptance will constitute an agreement for the purchase by the Underwriters and sale by the Corporation of the Common Shares on the
terms set out herein. Delivery of a signed counterpart hereof by means of e-mail shall be as effective as delivery of an originally signed counterpart.
GMP SECURITIES L.P.
By:

(signed) Steve Ottaway
Name: Steve Ottaway
Title: Managing Director

BMO NESBITT BURNS INC.
By:

(signed) Andrew Warkentin
Name: Andrew Warkentin
Title: Director

CORMARK SECURITIES INC.
By:

(signed) Chris Shaw
Name: Chris Shaw
Title: Head of Investment Banking

BEACON SECURITIES LIMITED
By:

(signed) Mario Maruzzo
Name: Mario Maruzzo
Title: Managing Director, Investment Banking

PI FINANCIAL CORP.
By:

(signed) Blake Corbet
Name: Blake Corbet
Title: Managing Director

[Signature Page to Underwriting Agreement]

The foregoing is hereby accepted and agreed to by the undersigned as of the date first written above.
CRONOS GROUP INC.
By:

(signed) Michael Gorenstein
Name: Michael Gorenstein
Title: Chief Executive Officer
[Signature Page to Underwriting Agreement]

SCHEDULE A
Opinion of Blake, Cassels & Graydon LLP
(a)

the Corporation is a corporation existing under the Business Corporations Act (Ontario) and has all requisite corporate power and capacity
to carry on business and to own and lease properties and assets;

(b)

the Corporation has all necessary corporate power and authority to: (i) execute, deliver and perform its obligations under this Agreement;
(ii) create, issue and sell the Offered Shares; and (iii) grant the Over-Allotment Option;

(c)

each of the Significant Subsidiaries: (i) is a corporation existing under the laws of its jurisdiction or organization; and (ii) has all requisite
corporate power and capacity to carry on business and to own and lease property;

(d)

the authorized and issued capital of the Corporation;

(e)

the authorized and issued capital of each of the Significant Subsidiaries and the ownership thereof.

(f)

all necessary corporate action has been taken by the Corporation to authorize the execution and delivery of this Agreement and the
performance of its obligations hereunder and this Agreement has been duly executed and delivered by the Corporation and constitutes a
legal, valid and binding obligation of the Corporation enforceable against it in accordance with its terms, except as enforcement may be
limited by bankruptcy, insolvency, reorganization, moratorium and other laws relating to or affecting the rights of creditors generally and
except as limited by the application of equitable principles when equitable remedies are sought, by the fact that rights to indemnity,
contribution and waiver, and the ability to sever unenforceable terms, may be limited by applicable law and that enforcement is subject to
the provisions of the Limitations Act, 2002 (Ontario).;

(g)

the execution and delivery of this Agreement and the fulfilment of the terms hereof by the Corporation and the issuance, sale and delivery
of the Offered Shares do not and will not result in a breach of or default under, and do not and will not (as the case may be) create a state of
facts which, after notice or lapse of time or both, will result in a breach of or default under, and do not and will not conflict with the articles
and by-laws of the Corporation or any applicable corporate law or Canadian Securities Laws;

(h)

all necessary corporate action has been taken by the Corporation to authorize the execution and delivery of each of the Canadian
Prospectuses and the filing thereof with the Securities Commissions in the Qualifying Jurisdictions;

(i)

upon receipt of the purchase price for and issuance by Cronos, the Offered Shares will be validly issued as fully paid and non-assessable
shares in the capital of the Corporation;

(j)

all necessary documents have been filed, all necessary proceedings have been taken and all necessary authorizations, approvals, permits,
consents and orders have been obtained under Canadian Securities Laws to qualify the distribution to the public of the Offered Shares in the
Qualifying Jurisdictions by or through persons who are duly registered

under applicable Canadian Securities Laws and who have complied with the relevant provisions of such Canadian Securities Laws;
(k)

subject to the qualifications, limitations, understandings and assumptions set forth in the Final Prospectus under the caption “Eligibility for
Investment”, the Offered Shares, if issued on the date hereof, will be qualified investments under the Income Tax Act (Canada) and the
regulations thereunder for a trust governed by a registered retirement savings plan, registered retirement income fund, registered education
savings plan, deferred profit sharing plan, registered disability savings plan or tax free savings account; and

(l)

subject only to the standard listing conditions, the Offered Shares have been conditionally approved for listing on the TSXV,

SCHEDULE B
Opinion of Paul, Weiss Rifkind, Wharton & Garrison LLP
Ladies and Gentlemen:
We have acted as United States counsel to Cronos Group Inc., an Ontario corporation (the “Company”), in connection with the Underwriting Agreement (the
“Underwriting Agreement”), dated as of [·], 2018, among the Underwriters party thereto (the “Underwriters”) and the Company, relating to the purchase
today by the Underwriters of [·] common shares (the “Shares”) of the Company. This letter is being furnished at the request of the Company as contemplated
by Section [·] of the Underwriting Agreement. Capitalized terms used and not otherwise defined in this letter have the respective meanings given those terms
in the Underwriting Agreement.
The Company has filed with the Securities and Exchange Commission (the “Commission”) a Registration Statement on Form F-10 (File No. [·]) under the
Securities Act of 1933, as amended (the “Act”). The Registration Statement was filed on [·], 2018, was amended on [·], 2018 and on [·], 2018 and became
effective on [·], 2018. The Form F-X of the Company, dated [·], 2018 (the “Form F-X”) was filed with the Commission prior to the effectiveness of the
Registration Statement. In this letter, the Registration Statement at the time it became effective under the Act, including the documents incorporated by
reference therein, is referred to as the “Registration Statement”; and the prospectus, dated as of [·], 2018, included in the Registration Statement, including the
documents incorporated by reference therein, is referred to as the “U.S. Prospectus”. The Company has filed a short form prospectus (together with the
documents incorporated by reference therein, the “Canadian Prospectus”), dated as of [·], 2018, with the Ontario Securities Commission as principal
regulator, and with each of the securities commissions or similar regulatory authorities in each of the provinces and territories of Canada, other than Quebec.
The Commission’s website indicates that no stop order suspending the effectiveness of the Registration Statement has been issued.
In connection with the furnishing of this letter, we have examined originals, or copies certified or otherwise identified to our satisfaction, of the following
documents:
1.

the Registration Statement;

2.

the Form F-X;

3.

the U.S. Prospectus; and

4.

the Underwriting Agreement.

In addition, we have examined such other certificates, agreements and documents as we deemed relevant and necessary as a basis for the opinions and beliefs
expressed below. We have also relied upon oral and written statements of officers and representatives of the Company, the factual matters contained in the
representations and warranties made in the Underwriting Agreement and upon certificates of public officials and officers of the Company. The documents
incorporated by reference into the Registration Statement and the U.S. Prospectus were prepared by the Company without our participation.
In our examination of the documents referred to above, we have assumed, without independent investigation, the genuineness of all signatures, the legal
capacity of all individuals who have executed any of the documents reviewed by us, the authenticity of all documents submitted to us as originals, the

conformity to the originals of all documents submitted to us as certified, photostatic, reproduced or conformed copies of valid existing agreements or other
documents, the authenticity of the latter documents and that the statements regarding matters of fact in the certificates, records, agreements, instruments and
documents that we have examined are accurate and complete.
Based upon the above, and subject to the stated assumptions, exceptions and qualifications, we are of the opinion that:
1.
The statements in the U.S. Prospectus under the heading “Certain United States Federal Income Tax Considerations,” to the extent
that they constitute summaries of United States federal law or regulation or legal conclusions, have been reviewed by us and fairly summarize the matters

described under that heading in all material respects.
2.
The Registration Statement and the U.S. Prospectus, as of their respective effective or issue times, appear on their face to be
appropriately responsive in all material respects to the requirements of the Act and the rules and regulations of the Commission under the Act, except for the
financial statements, financial statement schedules and other financial data included or incorporated by reference in or omitted from either of them, as to
which we express no opinion. The Form F-X, as of its date, appears on its face to be appropriately responsive in all material respects to the requirements of
the Act. We have assumed, for purposes of this paragraph, (i) the compliance of the Canadian Prospectus with the requirements of Ontario securities laws, as
interpreted and applied by the Ontario Securities Commission, and (ii) that the exhibits to the Registration Statement and the documents incorporated by
reference in the U.S. Prospectus include all reports or information that in accordance with the requirements of Ontario securities laws, as interpreted and
applied by the Ontario Securities Commission, must be made publicly available in connection with the offering of the Shares.
3.
The issuance and sale of the Shares by the Company, the execution and delivery by the Company of the Underwriting Agreement
and the performance by the Company of its obligations thereunder will not violate those laws, rules and regulations of the United States of America and the
State of New York (“Applicable Law”), in each case which in our experience are normally applicable to the transactions of the type contemplated by the
Underwriting Agreement. For purposes of this letter, the term “Applicable Law” does not include federal securities laws (except for purposes of the opinion
expressed in paragraph 4 below) or state securities laws, anti-fraud laws, or any law, rule or regulation that is applicable to the Company, the Shares, the
Underwriting Agreement or the transactions contemplated thereby solely because such law, rule or regulation is part of a regulatory regime applicable to any
party to the Underwriting Agreement or any of its affiliates due to the specific assets or business of such party or such affiliate. We express no opinion where
any such violation could not reasonably be expected to have a material adverse effect on the Company and its subsidiaries taken as a whole.
4.
No consent, approval, authorization or order of, or filing, registration or qualification with, any Governmental Authority, which has
not been obtained, taken or made, is required by the Company under any Applicable Law for the issuance and sale of the Shares by the Company, the
execution and delivery by the Company of the Underwriting Agreement and the performance by the Company of its obligations thereunder. For purposes of
this letter, the term “Governmental Authority” means any executive, legislative, judicial, administrative or regulatory body of the United States of America.
5.
The Company is not and, after giving effect to the offering and sale of the Shares and the application of their proceeds as described
in the U.S. Prospectus under the heading “Use of Proceeds,” will not be required to be registered as an investment company under the Investment

Company Act of 1940, as amended, and the rules and regulations of the Commission promulgated thereunder.
The opinions expressed above are limited to the laws of the State of New York and the federal laws of the United States of America. Our opinions are
rendered only with respect to the laws, and the rules, regulations and orders under those laws, that are currently in effect.
This letter is furnished by us solely for your benefit in connection with the transactions referred to in the Underwriting Agreement and may not be circulated
to, or relied upon by, any other person without our prior written consent.
*

Very truly yours,

*

PAUL, WEISS, RIFKIND, WHARTON & GARRISON LLP

*

Ladies and Gentlemen:
We have acted as United States counsel to Cronos Group Inc., an Ontario corporation (the “Company”), in connection with the Underwriting Agreement (the
“Underwriting Agreement”), dated as of [·], 2018, among the Underwriters party thereto (the “Underwriters”) and the Company, relating to the purchase
today by the Underwriters of [·] common shares (the “Shares”) of the Company. This letter is being furnished at the request of the Company in connection
with the delivery of our opinion to you of even date herewith (the “Opinion”) under the Underwriting Agreement. Capitalized terms used and not otherwise
defined in this letter have the respective meanings given those terms in the Underwriting Agreement.
The Company has filed with the Securities and Exchange Commission (the “Commission”) a Registration Statement on Form F-10 (File No. [·]) under the
Securities Act of 1933, as amended (the “Act”). The Registration Statement was filed on [·], 2018, was amended on [·], 2018 and on [·], 2018 and became
effective on [·], 2018. In this letter, the Registration Statement at the time it became effective under the Act, including the documents incorporated by
reference therein, is referred to as the “Registration Statement”; and the prospectus, dated as of [·], 2018, included as part of the Registration Statement,
including the documents incorporated by reference therein, is referred to as the “U.S. Prospectus”.
The primary purpose of our professional engagement was not to establish factual matters or financial, accounting or statistical information. In addition, many
determinations involved in the preparation of the Registration Statement and the U.S. Prospectus are of a wholly or partially non-legal character or relate to
legal matters outside the scope of this letter. Furthermore, the limitations inherent in the independent verification of factual matters and in the role of outside
counsel are such that we have not undertaken to independently verify, and cannot and do not assume responsibility for the accuracy, completeness or fairness
of, the statements contained in the Registration Statement or the U.S. Prospectus (other than as explicitly stated in paragraph 1 of the Opinion).
In the course of acting as United States counsel to the Company in connection with the offering of the Shares, we have participated in conferences and
telephone conversations with your representatives, including your United States and Canadian counsel, officers and other representatives of the Company and
the independent registered public accountants for the Company during which conferences and conversations the contents of the Registration Statement and
the U.S. Prospectus and related matters were discussed. Based upon such participation (and relying as to factual matters on officers, employees and other
representatives of the Company), our understanding of the U.S. federal securities laws and the experience we have gained in our practice thereunder, we
hereby advise you that our work in connection with this matter did not disclose any information that caused us to believe that (i) at the time it became
effective, the Registration Statement (except for the financial statements and other financial, accounting or statistical data included or incorporated by
reference therein or omitted therefrom or from those documents incorporated by reference, in each case, as to which we express no such belief) included an

untrue statement of a material fact or omitted to state a material fact required to be stated therein or necessary to make the statements therein not misleading;
or (ii) at the time the U.S. Prospectus was issued, or at the Closing Time, the U.S. Prospectus (except for the financial statements and other financial,
accounting or statistical data included or incorporated by reference therein or omitted therefrom or from those documents incorporated by reference, in each
case, as to which we express no such belief) included an untrue statement of a material fact or omitted to state a material fact necessary in order to make the
statements therein, in the light of the circumstances under which they were made, not misleading.

This letter is furnished by us solely for your benefit in connection with the transactions referred to in the Underwriting Agreement and may not be circulated
to, or relied upon by, any other person without our prior written consent.
Very truly yours,
PAUL, WEISS, RIFKIND, WHARTON & GARRISON LLP

SCHEDULE C
Issuer Free Writing Prospectuses
Term Sheet dated March 21, 2018 (included in Schedule F)
Press release announcing the offering of Offered Shares dated March 21, 2018

SCHEDULE D
Significant Subsidiaries
Jurisdiction of
Incorporation/
Existence

Name

Hortican Inc.

Canada

Peace Naturals Project Inc.

Canada

Original BC Ltd.

Canada

Authorized Share Capital

Issued and
Outstanding Shares

Unlimited common shares
Unlimited special shares
Unlimited Class A shares
Unlimited Class B shares
Unlimited common shares

15,561,649
common shares
2,637,211
Class A shares
100 common shares

SCHEDULE E
Existing Rights
1.

11,884,584 options to acquire Common Shares pursuant to the Corporation’s stock option plan, with exercise prices ranging from $0.24 to $8.40 and
expiry dates ranging up to January 31, 2023.

2.

38,665,976 warrants to acquire Common Shares with exercise prices ranging from $0.08 to $0.31 and expiry dates ranging from January 18, 2018 to
May 27, 2021.

SCHEDULE F
Approved Marketing Materials
CRONOS GROUP INC.
TREASURY OFFERING OF COMMON SHARES

March 21, 2018

An amended and restated preliminary short form prospectus containing important information relating to the securities described in this document has not yet
been filed with the securities regulatory authorities in each of the provinces of Canada other than Quebec. A copy of the amended and restated preliminary
short form prospectus is required to be delivered to any investor that received this document and expressed an interest in acquiring the securities.
There will not be any sale or any acceptance of an offer to buy the securities until a receipt for the final short form prospectus has been issued.
This document does not provide full disclosure of all material facts relating to the securities offered. Investors should read the amended and restated
preliminary short form prospectus, final short form prospectus and any amendment, for disclosure of those facts, especially risk factors relating to the
securities offered, before making an investment decision.

This communication 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 jurisdiction
in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.
ISSUER:

Cronos Group Inc. (the “Company”)

AMOUNT:

C$100,032,000

ISSUE:

10,420,000 common shares of the Company (“Common Shares”)

ISSUE PRICE:

C$9.60 per Common Share

OVER-ALLOTMENT OPTION:

The underwriters will have an option to purchase up to an additional 15% of the Issue at the Issue Price to
cover over-allotments, if any, and for market stabilization purposes, if any, exercisable in whole or in part at
any time and from time to time until 30 days after Closing.

USE OF PROCEEDS:

C$15,000,000 of the net proceeds of the Issue will be used for capital expenditures relating to the Company’s
international operations and capacity expansion, and the remaining net proceeds of the Issue will be used for
general working capital purposes, including working capital for the Company’s international operations, and
as capital on hand for potential new investment opportunities.

LISTING:

The existing common shares of the Company trade on the TSX Venture Exchange (“TSXV”) and the
NASDAQ Global Market (“NASDAQ”) under the symbol “CRON”. The Company has applied to list the
Common Shares on the TSXV and the NASDAQ. Listing of such Common Shares

will be subject to the Company fulfilling all of the listing requirements of the TSXV and the NASDAQ, as
applicable.
FORM OF OFFERING:

Public offering in all provinces of Canada, other than Quebec, by way of a short form prospectus and in the
United States pursuant to a registration statement under the Multijurisdictional Disclosure System.

FORM OF UNDERWRITING:

Bought deal, subject to customary “disaster out”, “regulatory out” and “material adverse change out” clauses
running to Closing.

ELIGIBILITY FOR INVESTMENT:

Eligible for RRSPs, RESPs, RRIFs, RDSPs, TFSAs and DPSPs.

BOOKRUNNERS:

GMP Securities L.P. and BMO Capital Markets

UNDERWRITING FEE:

5.25%

CLOSING:

April 6, 2018

The offering of the common shares will be made in the United States pursuant to the Multijurisdictional Disclosure System. A registration statement
(including a prospectus) on Form F-10 for the offering to which this communication relates has been filed with the U.S. Securities and Exchange Commission
(the “SEC”) but has not yet become effective. The Common Shares may not be sold nor may offers to buy be accepted prior to the time the registration
statement becomes effective. The prospectus in the registration statement contains important information about the offering. Before you invest, you should
read the prospectus in that registration statement and other documents the Company has filed with Canadian securities regulatory authorities and the SEC
for more complete information about the Company and the offering. You may get those documents filed with the SEC by visiting EDGAR on the SEC web site
at www.sec.gov or those documents filed with Canadian securities regulatory authorities by visiting SEDAR at www.sedar.com. Alternatively, the Company,
any underwriter or any dealer participating in the offering will arrange to send you the prospectus if you request it from GMP Securities L.P. by calling tollfree at 1-888-301-3244 or by email at GMPECMProspectusDistribution@gmpsecurities.com.
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Exhibit 5.1
March 29, 2018
Consent of Independent Registered Public Accounting Firm
We hereby consent to the incorporation by reference in this Amendment No. 2 to the Registration Statement on Form F-10 dated March 29, 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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EXHIBIT 5.2
March 29, 2018
The Securities and Exchange Commission
Re: F-10 Registration Statement of Cronos Group Inc. (the "Corporation")
Dear Sirs/Mesdames:
We hereby consent to references to our firm name under the headings "Enforceability of Civil Liabilities", "Eligibility for Investment", "Certain Canadian
Federal Income Tax Considerations" and "Legal Matters" in the prospectus of the Corporation that forms a part of this registration statement on Form F-10 filed
by the Corporation under the Securities Act of 1933, as amended (the "Act") and to the reference to our advice under the heading "Enforceability of Civil
Liabilities" and to our opinions under the headings "Eligibility for Investment" and "Certain Canadian Federal Income Tax Considerations". In giving this
consent, we do not thereby admit that we come within the category of persons whose consent is required by the Act or the rules thereunder.
Yours truly,
/s/ Blake, Cassels & Graydon LLP
Blake, Cassels & Graydon LLP
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EXHIBIT 5.3

March 29, 2018
The Securities and Exchange Commission
Re: F-10 Registration Statement of Cronos Group Inc. (the "Corporation")
Dear Sirs/Mesdames:
We hereby consent to references to our firm name on the cover page and under the headings "Eligibility for Investment", "Certain Canadian Federal Income
Tax Considerations", "Documents Filed as Part of the Registration Statement" and "Legal Matters" in the prospectus of the Corporation that forms a part of this
registration statement on Form F-10 filed by the Corporation under the Securities Act of 1933, as amended (the "Act") and to the reference to our opinions under
the headings "Eligibility for Investment" and "Certain Canadian Federal Income Tax Considerations". In giving this consent, we do not thereby admit that we
come within the category of persons whose consent is required by the Act or the rules thereunder.
Yours truly,
/s/ Dentons Canada LLP
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