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GENERAL MATTERS AND FORWARD-LOOKING STATEMENTS 

Reference is made to the audited consolidated financial statements (the "Financial Statements"), together 
with the auditor's report thereon, and management's discussion and analysis (the "MD&A") for SLANG 
Worldwide Inc. ("SLANG" or the "Corporation") for the financial year ended December 31, 2020. Additional 
financial information is provided in the Financial Statements and MD&A, which are available for review 
under the Corporation's profile on SEDAR at www.sedar.com.  

Unless otherwise noted herein, information in this annual information form (the "AIF") applied to the 
business activities and operations of the Corporation for the year ended December 31, 2020. Unless 
otherwise indicated, references to "$" are to Canadian dollars. 

All references to "cannabis" used herein refers to any part of the plant Cannabis sativa L., growing or not, 
with a delta-9 tetrahydrocannabinol concentration of more than 0.3 percent. 

All references in this AIF to the Corporation also include references to all subsidiaries of the Corporation as 
applicable, unless the context requires otherwise. 

CAUTION REGARDING FORWARD-LOOKING STATEMENTS 

Certain statements contained in this AIF, and in the documents incorporated by reference in this AIF, 
constitute "forward-looking information" and "forward-looking statements" (together, "forward-looking 
statements") within the meaning of applicable Canadian securities laws and are based on assumptions, 
expectations, estimates and projections as of the date of this AIF. Forward-looking statements include, 
without limitation: statements with respect to future business strategy, competitive strengths, goals, 
expansion and growth of SLANG's business, operations and plans, including new revenue streams, any 
potential future legalization of adult-use and/or medical cannabis under the federal laws of the United States 
of America (the "U.S."); expectations of market size and growth in the U.S. and the states in which SLANG 
operates; expectations for other economic, business, regulatory and/or competitive factors related to 
SLANG's or the cannabis industry generally; expected changes to the Corporation's corporate structure; 
the intended use of proceeds from ongoing financings; the Corporation's intention to proceed with or 
abandon ongoing acquisitions; the completion of the transactions contemplated by the Merger Agreement 
(as defined herein); the Corporation's intention to proceed with certain trademark and patent applications; 
the completion of proposed acquisitions; the outcome and benefits to be realized by the Corporation 
following the closing of ongoing transactions; trading restrictions to be imposed on certain shares to be 
issued in satisfaction of acquisitions; the Corporation's business and expansion plans; expected operations 
at the Corporation's facilities; expected plans regarding distribution; marketing and brand development 
strategies; benefits to be realized as a result of the Corporation's relationships with third parties; expected 
product lines; potential changes to the Corporation's operations in each of Colorado, Oregon and Canada 
in 2021; the Corporation's expectations regarding market trends and competition; and expectations 
regarding certain regulatory requirements. The words "may", "would", "could", "will", "intend", "plan", 
"anticipate", "believe", "estimate", "expect", "projected", "forecasts", "guidance", "outlook", "potential", 
"prospects", "seek", "aim", "strategy" and "targets" or variations of such words or negative versions thereof 
and other similar expressions, identify forward-looking statements. Forward-looking statements are based 
upon management's perceptions of historical trends, current conditions and expected future developments, 
as well as a number of specific factors and assumptions that, while considered reasonable by the 
Corporation as of the date of such statements, are, in many cases, outside of the Corporation's control and 
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are inherently subject to significant business, economic and competitive uncertainties and contingencies 
which could result in the forward-looking statements ultimately being entirely or partially incorrect or untrue.  

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and 
specific, and a number of factors could cause actual events or results to differ materially from the results 
discussed in the forward-looking statements. In evaluating these statements, a reader should specifically 
consider various factors, including the risks outlined under the heading "Risk Factors", which may cause 
actual results to differ materially from any forward-looking statements. 

The forward-looking statements contained herein reflect management's current expectations and beliefs 
and are based upon certain assumptions that management believes to be reasonable based on the 
information currently available to management. Such assumptions include, but are not limited to, 
assumptions regarding: the demand for the Corporation's products and services and fluctuations in future 
revenues; the contemplated acquisitions being completed on the current terms and in the current 
contemplated timeline; development costs remaining consistent with budgets; ability to manage anticipated 
and unanticipated costs; the pricing of various cannabis products; the completion of anticipated construction 
projects without unexpected costs or delays; the approval by the Canadian Securities Exchange (the "CSE") 
and regulatory authorities of the financings and acquisitions being undertaken by the Corporation; the 
impact of the COVID-19 pandemic on the Corporation's business; market demand for proposed product 
and brand launches; regulatory authorities continuing to act in accordance with prior guidance; equity and 
debt markets continuing to provide the Corporation with access to capital on terms acceptable to the 
Corporation; general economic trends and conditions; the expected actions of third parties; the 
Corporation's future growth prospects and business opportunities; the expected timing, size and pricing 
regarding the recreational market; expectations with respect to future production costs; expectations with 
respect to the renewal and/or extension of the Corporation's licences and permits; capital cost of expected 
expansion by the Corporation; the ability of the Corporation to achieve expected production; the competitive 
conditions of the cannabis industry; the applicable laws, regulations and any amendments thereof; and the 
grant and impact of any licence or supplemental licence to conduct activities with cannabis or any 
amendments thereof. By their nature, forward-looking statements are subject to inherent risks and 
uncertainties that may be general or specific and which give rise to the possibility that expectations, 
forecasts, predictions, projections or conclusions will not prove to be accurate, that assumptions may not 
be correct and that objectives, strategic goals and priorities will not be achieved. Should one or more of the 
risks or uncertainties identified herein materialize, or should the assumptions underlying the forward-looking 
statements prove to be incorrect, then actual results may vary materially from those described herein.  

Readers are cautioned not to place undue reliance on forward-looking statements. Except as required by 
applicable securities laws, the Corporation does not intend, and does not assume any obligation, to update 
the forward-looking statements contained herein.  
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CORPORATE STRUCTURE 

On May 29, 2017, the Corporation was incorporated under the Canada Business Corporations Act as "Fire 
Cannabis Inc.". On November 26, 2018, the Corporation filed articles of amendment to: (i) change its name 
to "SLANG Worldwide Inc."; (ii) empower the directors to appoint additional directors between annual 
meetings; (iii) create the Restricted Shares (as defined herein); (iv) designate the series of voting common 
shares of the Corporation (both issued and unissued) as common shares; (v) remove the series of non-
voting common shares in the capital of the Corporation and provide that the Corporation is no longer 
authorized to issue common shares, in series; (vi) remove all rights, privileges, restrictions and conditions 
attaching to the common shares and Class A preferred shares; and (vii) provide new rights, privileges, 
restrictions and conditions attaching to the common shares, Class A preferred shares and Restricted 
Shares. On January 16, 2019, the Corporation filed articles of amendment to remove certain transfer 
restrictions in respect of the Corporation's securities. The Corporation's head office is located at 50 Carroll 
Street, Toronto, Ontario, M4M 3G3 and the registered office is located at 77 King Street West, Suite 400, 
Toronto-Dominion Centre, Toronto, ON, M5K 0A1. 

The common shares in the capital of the Corporation (the "Common Shares") are listed for trading on the 
CSE under the symbol "SLNG", and on the OTCQB Venture Market ("OTCQB") under the symbol 
"SLGWF".  

The following chart outlines the inter-corporate relationships between the Corporation and its subsidiaries, 
including details of the jurisdiction of formation of each subsidiary. 
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GENERAL DEVELOPMENT OF THE BUSINESS 

The following is a description of the general development of the business of the Corporation during the last 
three financial years of the Corporation ended December 31, 2018, 2019 and 2020, as well as material 
events subsequent thereto up to the date of this AIF.  

Developments for the Year Ended 2018  

On January 8, 2018, the Corporation appointed XIB Consulting Inc. ("XIB") to act as consultants with 
respect to capital markets strategy and private and public transactions for a term of six months. Throughout 
the term of the agreement, the Corporation issued 750,000 Common Shares and 3,275,000 Common Share 
purchase warrants to XIB. The warrants issued to XIB (on March 1, 2018) entitle it to acquire one Common 
Share at an exercise price of $0.75 until January 29, 2021. This consulting agreement has expired. Upon 
issuance, the warrants were valued at $928,930 and recorded as share-based compensation. 

On February 20, 2018, the Corporation issued 750,000 Common Shares at a deemed value of $0.05 per 
Common Share to PowerOne Management & Advisory Services Limited ("PowerOne") pursuant to the 
advisory services agreement between the Corporation and PowerOne dated October 1, 2017.  

On February 20, 2018, National Concessions Group, Inc. ("NCG") and the Corporation entered into a share 
exchange agreement, where NCG agreed to transfer 500,000 (50%) of the shares of Slang Organa Brands 
Inc. (the "JV Co") to the Corporation in exchange for the issuance by the Corporation to NCG of 3,000,000 
Common Shares. Given SLANG's subsequent acquisition of NCG, the JV Co currently holds no assets or 
conducts any business.  

On February 21, 2018, the Corporation completed a private placement of 22,393,366 special warrants at a 
price of $0.75 per special warrant for gross proceeds of approximately $16,800,000. The special warrants 
automatically converted into 26,872,028 Common Shares and 13,436,005 share purchase warrants 
("February Warrants") on July 21, 2018. Each February Warrant entitled the holder thereof to acquire one 
Common Share at an exercise price of $1.15 for a period of two years from July 21, 2018. The February 
Warrants also contain acceleration provisions applicable in the event that, at any time during the term of 
the February Warrants, the closing trading price of the Common Shares on a recognized exchange is 
greater than $1.75 for 20 consecutive trading days.  

On March 20, 2018, the Corporation completed an investment in each of NCG, NS Holdings, Inc. ("NSH"), 
Allied Concessions Group, Inc. ("ACG") through the purchase of 339,930 shares of common stock of NCG, 
a warrant to purchase 339,930 shares of common stock of NSH and a warrant to purchase 327,601 shares 
of common stock of the ACG, respectively, for an aggregate purchase price of USD $4,500,000 in cash 
and 2,000,000 Common Shares at a deemed price of $0.75 per Common Share (the "OB Stock 
Purchase").  

On April 3, 2018, the Corporation and The Purple Company Inc. (the "Purple Co."), an Ontario corporation, 
entered into an amended and restated share purchase agreement pursuant to which, the Corporation 
agreed to purchase, all of the issued and outstanding shares of common stock in the capital of the Purple 
Organization, Inc. ("Purple Org") from Purple Co. The acquisition by the Corporation of all of the shares of 
common stock of Purple Org. (the "Purple Acquisition") closed on April 30, 2018. As purchase 
consideration for the shares of Purple Org, the Corporation issued the Purple Co. 10,000,000 Common 
Shares at deemed price of $0.05 per Common Share. Additionally, the Corporation refinanced two existing 
debts of Purple Org, specifically: (i) the amount payable by the Corporation at the closing time of the 
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acquisition to the existing holder of a deed of trust over the farm property in Carbondale, Colorado, in 
exchange for an unsecured promissory demand note with an annual interest rate of 15% with interest 
payments payable quarterly; and (ii) intercompany debt due from Purple Org to The Purple Co in exchange 
for a four year, 4% unsecured convertible promissory note in the amount of USD $1,843,030.76 (the 
"Purple Note") that is secured by a deed of trust. The Corporation has the right to prepay all or a portion of 
the amount due under the Purple Note any time and from time to time. The Purple Co. has the right to 
convert the principal amount outstanding under the Purple Note into Common Shares, at a deemed price 
of $0.20 per Common Share, on 30 days' written notice. The conversion option created an embedded 
derivative which meets the definition of a financial liability as it being denominated in a currency other than 
the Corporation's functional currency. The Purple Note remains outstanding as of the date of this AIF. 

In July 2018, the Corporation issued 1,110,000 options to advisors and 850,000 options to employees and 
contractors of the Corporation.  

On July 9, 2018, the Corporation entered into a rights agreement with Green House Holdings North America 
Inc. ("GHNA"), pursuant to which the Corporation has the right to license certain intellectual property of 
GHNA for use in certain territories. In consideration of the grant of rights, the Corporation owes GHNA 
USD$2,000,000 and issued 10,000,000 Common Shares. The Common Shares were issued on August 3, 
2018. 

On July 11, 2018, the Corporation entered into a letter of intent with Agripharm Corp. ("Agripharm"), a 
licenced producer located in Creemore, Ontario, pursuant to which the Corporation agreed to license brand-
related intellectual property to Agripharm with the intent that Agripharm shall use commercially reasonable 
efforts to market, sell, and distribute its licensed products. The agreement provides the Corporation access 
to Agripharm's distribution channels in Canada.  

On July 17, 2018, Canaccord Genuity Group Inc. as lead agent together with Clarus Securities Inc. as co-
lead agent on behalf of a syndicate of agents was engaged to raise $50,000,000 by way of a private 
placement of subscription receipts ("Subscription Receipts") on a best efforts basis (the "Subscription 
Receipt Offering"). The Subscription Receipts were sold at a price of $1.50 per Subscription Receipt. Each 
Subscription Receipt entitled the holder to one Common Share in the capital of the Corporation (a "Unit 
Share") and one-half of one Common Share purchase warrant (each whole warrant, a "Warrant"). Each 
Warrant entitles the holder thereof to purchase one Common Share of the Corporation (each, a "Warrant 
Share") at an exercise price of $2.25 for a period of 24 months from January 29, 2019. The warrants are 
subject to an accelerated expiry in the event that the closing price of the Common Shares of the Corporation 
is above $3.50 for 10 consecutive trading days. On September 26, 2018, the Corporation closed the 
Subscription Receipt Offering and issued 43,998,590 Subscription Receipts for total gross proceeds to the 
Corporation of approximately $65,997,885. On January 22, 2019 the escrow conditions were satisfied and 
the funds were released. Funds from the Subscription Receipt Offering were used by the Corporation to 
complete the acquisitions described above with the balance held for working capital purposes.  

On July 31, 2018, the Corporation entered into a USD $750,000 (CDN $979,808) promissory note and 
security agreement (the "Firefly Loan") with Firefly, which was subsequently amended and restated on 
September 25, 2018. The Firefly Loan has an interest rate of 12% per annum, with interest which shall 
accrue and shall be added to the principal for the first 12 months. After July 30, 2019, interest will be 
required to be paid on a monthly basis. The principal together with all outstanding interest, fees and 
expenses is required to be paid in full by Firefly on the earliest of any of the following dates (the "Firefly 
Maturity Date") (i) July 30, 2020; (ii) an Insolvency Default (as such term is defined in the Firefly Loan); 
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and (iii) upon demand from the Corporation following an Event of Default (as such term is defined in the 
Firefly Loan).  

On October 3, 2018, the Corporation entered into a USD $1,500,000 promissory note and security 
agreement with NCG (the "OB Loan"). The OB Loan has an interest rate of 12% per annum, with interest 
accrued and payable on a monthly basis commencing December 31, 2018. The principal together with all 
outstanding interest, fees and expenses is required to be paid in full by NCG on the earliest of any of the 
following dates (the "Maturity Date") (i) September 30, 2020; (ii) an Insolvency Default (as such term is 
defined in the OB Loan); and (iii) upon demand from the Corporation following an Event of Default (as such 
term is defined in the OB Loan).  

On November 29, 2018, the Corporation entered into a unit and membership interest purchase agreement 
with Mark Williams, Sasha Robinson, and Mid Atlantic Holdings, LLC to acquire 100% of the equity of NWT 
Holdings LLC ("Firefly").  

On November 29, 2018, the Corporation entered into a share purchase agreement with the shareholders 
of NCG to acquire 92.5% of the equity of NCG (the Corporation acquired 7.5% of the equity of NCG on 
March 20, 2018) and an option to purchase 100% of the equity of ACG and NSH (collectively referred to as 
the "Organa Brands Acquisition"). 

Developments for the Year Ended 2019  

On January 22, 2019, the acquisition of Firefly was closed with the payment of USD$8,000,000 in cash and 
7,087,464 Common Shares for total consideration of approximately USD$16,000,000.  

On January 22, 2019, the acquisition of NCG was closed with the payment of USD$20,000,000 in cash, 
and the issuance of an aggregate of 65,000,000 Common Shares and 17,500,000 restricted voting shares 
("Restricted Shares"). Previously, on November 29, 2018, the Corporation entered into a share purchase 
agreement with the shareholders of NCG to acquire 92.5% of the equity of NCG (the Corporation acquired 
7.5% of the equity of NCG on March 20, 2018) and an option to purchase 100% of the equity of ACG and 
NSH. The fair market value of such Common Shares and Restricted Shares were determined to be 
CDN$1.50 and $1.35 respectively at the date of closing. As noted above, upon closing of the NCG 
acquisition, the Corporation was granted options to acquire ACG for an aggregate of 33,000,000 Common 
Shares or Restricted Shares (provided that a maximum of 19,800,000 of such shares may be Restricted 
Shares) and NSH for 49,500,000 Common Shares or Restricted Shares (provided that a maximum of 
29,700,000 of such shares may be Restricted Shares).  

On January 29, 2019, the Corporation's shares began trading on the Canadian Securities Exchange under 
the ticker symbol "SLNG". 

On February 29, 2019, the Corporation announced that it entered into a partnership with Trulieve Cannabis 
Corp. ("Trulieve"), the largest vertically integrated cannabis production and retail company in Florida, to 
offer the state's more than 180,000 registered medical marijuana patients access to SLANG's portfolio of 
leading cannabis brands in Trulieve's dispensaries across the state. Pursuant to the partnership, Trulieve 
has an exclusive license to distribute SLANG's portfolio of branded cannabis products across its Florida 
distribution network. Sales in Florida under this agreement commenced in late Q3 2019.  

On March 6, 2019, the Corporation announced that it entered into a partnership with Southern Development 
Holdings ("SDH") to offer its branded cannabis products to patients across Puerto Rico. Pursuant to the 
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partnership, SDH has been granted an exclusive license in Puerto Rico to The SLANG product suite. SDH 
is expected to produce the Corporation's products at its state-of-the-art GMP facility, and distribute them 
broadly to medical cannabis dispensaries throughout Puerto Rico. The Corporation will receive royalty 
payments for each SLANG branded product sold in Puerto Rico, with sales commencing late Q3 2019.  

On March 11, 2019, the Corporation announced the launch of the RESERVE product line in the California 
market as an extension of its O.penVAPE brand.  

On March 25, 2019, the Corporation announced that its shares are now trading on the Frankfurt Stock 
Exchange under the trading symbol "84S".  

On March 28, 2019, the Corporation announced that co-founders Peter Miller and Billy Levy were honoured 
as High Times 100 Most Influential People in Cannabis for 2019 for their leadership in the cannabis industry. 
High Times 100 is recognized as the highest honor for a cannabis executive or entrepreneur.  

On April 16, 2019, the Corporation signed a term sheet with the intention to enter into an agreement to 
acquire Arbor Pacific, Inc. 

On May 14, 2019, the Corporation signed a term sheet with the intention to enter into an agreement to 
acquire LBA Global Corporation ("LBA") and its Lunchbox brand portfolio and subsidiary Hydra. 

On May 2, 2019, the Corporation announced the establishment of its new wellness-focused business 
division, SLANG Health and Wellness. The new business unit will develop and market a portfolio of plant-
based cannabidiol ("CBD") products that will be distributed in partnership with Greenlane Holdings, LLC 
through their extensive distribution network.  

On May 21, 2019, SLANG's Canadian investee, Agripharm, secured one of the country's first outdoor 
cannabis production licenses, further bolstering SLANG's Canadian supply chain with potentially increased 
access to low-cost material.  

On May 23, 2019, the Corporation announced the launch of its latest vaporizer product, the Firefly 2+. 
Firefly 2+ enhances the flagship product's purpose-built dry herb and extracts technology and premium 
experience while broadening accessibility with a lower price. The release of the new Firefly 2+ reinforces 
SLANG's leadership in vaporization products across all price points, from ultra-premium to entry level, value 
price segmentations.  

On June 26, 2019, the Corporation announced a new strategic partnership with licensed processor Elite to 
offer its branded cannabis products to patients throughout the State of Oklahoma.  

On July 3, 2019, the Corporation announced the outcome of the accelerated expiry of its warrants issued 
on July 23, 2018 and originally expiring on July 21, 2020. From the announcement of the accelerated expiry 
of the warrants on May 24, 2019, 8,847,919 of such warrants were exercised prior to the accelerated 
expiration date of June 28, 2019 and the Corporation received aggregate proceeds of CAD$10,175,107 in 
connection therewith. Overall, 13,181,997 of such warrants were exercised, representing 98.11% of the 
total warrants subject to the acceleration.  

On September 17, 2019, the Corporation announced an investment from Bruce Linton, co-founder of 
Canopy Growth Corporation ("Canopy").  
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On September 23, 2019, the Corporation announced that, in connection with the investment in the 
Corporation by Bruce Linton, each of the directors and senior officers of SLANG (the "Locked-Up Holders") 
entered into lock-up agreements with Bruce Linton. The Locked-Up Holders currently hold an aggregate of 
approximately 53 million Common Shares of SLANG (on a fully diluted basis).  

On October 1, 2019, the Corporation and NCG entered into an intellectual property purchase agreement 
with National Patent Solutions, LLC and SPJ, LLC to acquire certain intellectual property assets and 
separately, an asset purchase agreement, to acquire manufacturing real estate and equipment.  

On October 15, 2019, the Corporation announced that it entered into a strategic partnership with Cookies 
Creative Consulting & Promotions, LLC, a leading California-based cannabis and lifestyle brand, to bring 
Cookies' products to the Colorado market.  

On November 15, 2019, the Corporation provided notice of its intention to exercise the ACG option pursuant 
to the option purchase agreement dated January 22, 2019, between SLANG, ACG, and the shareholders 
of ACG. Completion of the proposed acquisition of ACG is subject to the negotiation and execution of a 
definitive purchase agreement and the satisfaction or waiver of all closing conditions, including the receipt 
of all necessary regulatory approvals (including the approval of the Marijuana Enforcement Division of the 
Department of Revenue of the State of Colorado). The acquisition, in parallel with the acquisition of National 
Patent Solutions, LLC, will further solidify the Corporation's supply chain in Colorado.  

On November 26, 2019, the Corporation announced a non-brokered private placement financing for 
aggregate gross proceeds of $15,152,064. Investors included existing institutional shareholders of the 
Corporation and an additional investment by investor Bruce Linton.  

On December 5, 2019, the Corporation announced it closed a second tranche of its non-brokered private 
placement financing that had previously been announced on November 26, 2019 due to strong investor 
demand. Pursuant to the second closing, the Corporation issued an aggregate of 3,570,407 units at a price 
of $0.49 per unit for gross proceeds of $1,750,000.  

On December 30, 2019, the Corporation announced that Jeremy Heidl resigned from the Corporation's 
Board of Directors. 

Developments for the Year Ended 2020 

On January 6, 2020, the Corporation announced that it is expanding into the Ohio medical cannabis market 
by the entering into of a licensing agreement with Standard Wellness. 

On February 5, 2020, the Corporation issued 2,340,266 Restricted Shares pursuant to an existing 
consulting agreement with a third party. 

On February 13, 2020, the Corporation announced that it expanded its strategic partnership with Cookies, 
a leading California-based cannabis and lifestyle brand, to bring Cookies' products to the Oregon market. 

On February 26, 2020, the Corporation entered into a promissory note with Pleasant Valley Ranch LLC 
("PVR"), an unrelated entity, in the amount of USD$1,300,000, which is unsecured, bears interest at 15% 
per annum with monthly principal and interest payments of USD$30,927. The loan matures February 1, 
2025. 
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On March 11, 2020, the Corporation announced it entered into a licensing agreement with Northeast 
Patients Group, doing business as Wellness Connection to bring its portfolio to Maine. 

On April 1, 2020, by way of a Novation Agreement, a promissory note from Pine River Consulting Ltd. (the 
"Pine River Note") was transferred to PVR, an unrelated third party at the time. The existing terms and 
conditions and outstanding balance obligations under the Original Promissory Note were effectively 
transferred and accepted by PVR. 

On April 2, 2020, the Corporation announced that its District Edibles brand would be available to licensed 
retailers across Oregon. 

On April 15, 2020, the Corporation issued 4,458,582 Restricted Shares pursuant to an existing consulting 
agreement with a third party. 

On May 4, 2020, the Corporation announced that it completed an acquisition of Cultivate Brands Corp. 
("Cultivate"). The acquisition was completed by way of three-cornered amalgamation pursuant to which 
1241306 B.C. Ltd., a wholly-owned subsidiary of SLANG, amalgamated with Cultivate to form a newly 
amalgamated company, which shall operate under the name "Cultivate Brands Corp." as a wholly-owned 
subsidiary of the Corporation. Pursuant to the acquisition of Cultivate, SLANG issued 25,996,722 Common 
Shares to shareholders of Cultivate in exchange for all the issued and outstanding shares of Cultivate. In 
addition, SLANG issued an aggregate of 1,418,181 Common Shares to certain officers of Cultivate as a 
change of control payment pursuant to the terms of existing agreements and has assumed options to 
purchase 122,000 Common Shares at an exercise price of $0.41. Cultivate subsequently changed its name 
to SLANG Investments Inc. 

On June 11, 2020, the Corporation announced that it no longer intended to proceed with the acquisition of 
Arbor and no longer intended to exercise its option to acquire NSH. 

Also on June 11, 2020, the Corporation announced an executive transition plan resulting in a number of 
changes to the Corporation's executive team. The executive transition is described more fully below. 

On July 7, 2020, the Corporation announced that incentive stock options to acquire an aggregate of 
8,839,416 Common Shares in the capital of the Corporation, with exercise prices ranging from $0.49 to 
$1.50, held by certain directors, officers, employees and consultants of the Corporation, have been 
voluntarily surrendered for cancellation. 

On July 9, 2020, the Corporation issued an aggregate of 3,153,838 Common Shares, at a deemed price of 
$0.15 per Common Shares, to 15 employees, including an executive officer, who elected to receive shares 
in lieu of cash as part of their compensation. 

On July 9, 2020, the Corporation issued an aggregate of 909,334 Common Shares to settle the dissent 
rights of dissenting Cultivate shareholders.  

On July 10, 2020, the Corporation announced the election of four new directors who added considerable 
expertise in consumer products, marketing, corporate strategy and financial management to its Board of 
Directors. 

On July 23, 2020, the Corporation issued 5,339,316 Restricted Shares pursuant to an existing consulting 
agreement with a third party. 
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On August 14, 2020, the Corporation approved the grant of options to purchase Common Shares to various 
employees, directors, advisors and contractors. A total of 10,782,862 options were granted with an exercise 
price of $0.15, and expiry dates ranging from one to ten years. 

On August 18, 2020, the Corporation announced the Colorado Department of Revenue's Marijuana 
Enforcement Division has approved the Corporation's application for suitability. 

On August 26, 2020, the Corporation approved the previously announced executive management 
transitions, which resulted in a number of changes to the Corporation's executive team. The transition 
included the following: Chris Driessen was named President & CEO, while John Moynan became COO & 
Secretary in addition to his existing role as General Counsel. Mikel Rutherford was named CFO, while Kelly 
Ehler transitioned from his previous role as CFO and was elected to the Corporation's Board of Directors 
on July 8, 2020. Peter Miller transitioned from the CEO role and now serves as Executive Chairman of the 
Board of Directors, while Billy Levy transitioned from being President to an advisory role to the Corporation 
with a focus on strategy and business development activities. 

On August 26, 2020, the Corporation entered into a consulting agreement with Purple Co. and the 
Corporation's former CEO. As consideration, the Corporation issued a three-year, unsecured convertible 
promissory note to Purple Co. in the amount of USD$807,000 (the "Purple Note 2"), bearing interest at the 
U.S. Prime Rate. The expiry of the Purple Note 2 is August 26, 2023. Purple Co. has the right to convert 
the outstanding principal, in whole or in part, into Common Shares at a conversion price of the greater of i) 
the volume-weighted average price of a common share on the CSE for the 30-day period ending on the 
date prior to the date on which the conversion notice is delivered and ii) the minimum price permitted by 
the CSE. At the Corporation's option, the outstanding principal of the Purple Note 2 may be converted into 
Common Shares at the conversion price if i) the 30-day volume weighted average price of the Common 
Shares on the CSE is above CAD $0.75 and ii) the average volume of the Common Shares traded across 
such 30-day period is at least 500,000. On December 1, 2020, Purple Co. exercised its right to convert the 
outstanding principal, in whole, resulting in the issuance of 4,359,481 Common Shares. 

On August 31, 2020, the Corporation provided key management personnel with 2,250,000 restricted share 
units ("RSUs") to vest in equal annual amounts over a two-year period and contingent on continued 
employment at the Corporation. In addition, 3,750,000 RSUs were issued to those same personnel to vest 
equally in 5 tranches with a vesting schedule based entirely on the attainment of both operational 
milestones (performance conditions) and market conditions. 

On August 31, 2020, the Corporation issued 1,800,000 RSUs to a consultant of the Corporation. The RSUs 
vest over a period of one-year from grant date. 

On September 3, 2020, the Corporation announced that it completed an acquisition of Peoria Partners LLC 
(the "Peoria Acquisition"). Pursuant to the Peoria Acquisition, SLANG paid $312,055 in cash to 
membership interest holders of Peoria in exchange for all the issued and outstanding membership interests 
of Peoria. 

On September 9, 2020, the Corporation announced that it has entered into a licensing agreement with 
Trulieve to bring the SLANG-branded portfolio of products to Massachusetts. 

On September 14, 2020, the Corporation's Common Shares commenced trading on the OTCQB under the 
ticker symbol "SLGWF". 
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On September 29, 2020, the Corporation announced that it has entered into an agreement to acquire PVR, 
a Colorado-licensed cannabis cultivator. The acquisition closed December 29, 2020. 

On October 1, 2020, the Corporation completed its previously announced acquisition of LBA. The 
Corporation expects the transaction to bolster its position in Oregon by adding a complementary portfolio 
of top-selling products along with robust cannabis extraction, manufacturing and distribution capabilities. 
Pursuant to the acquisition, the Corporation issued 23,531,117 Restricted Shares to the shareholders of 
LBA in exchange for all the issued and outstanding shares of LBA. Further, SLANG acquired LBA's portfolio 
of Lunchbox Alchemy Distribution ("Lunchbox"). Lunchbox is one of the largest cannabis distributors in the 
state of Oregon. 

On October 1, 2020, the Corporation approved the grant of options to purchase Common Shares to various 
employees. A total of 690,000 options were granted with an exercise price of $0.13, and expiry dates 
ranging from six months to five years.  

On October 15, 2020, the Corporation announced that it has entered into a licensing agreement with Natura 
Life + Science to bring the SLANG-branded portfolio of products to consumers in California. 

On October 16, 2020, the Corporation issued 8,023,458 Restricted Shares pursuant to an existing 
consulting agreement with a third party. 

On November 30, 2020, the Corporation announced a non-brokered private placement for aggregate gross 
proceeds of approximately $5,000,000. Pursuant to the private placement, the Corporation issued 
18,518,517 Common Shares at a price of $0.27 per Common Share. Investors included the Corporation's 
longest-standing, and largest institutional investors. 

On December 22, 2020, the Corporation announced that it had entered into a strategic partnership to 
manufacture and distribute cannabis products for Flower by Edie Parker ("Edie Parker"). SLANG, through 
its network partners, will produce branded products for Edie Parker through a white labeling agreement. 

On December 29, 2020, the Corporation announced that it had closed the acquisition of PVR, a Colorado-
licensed cannabis cultivator. The Corporation acquired PVR for a non-material amount of cash and 500,000 
Restricted Shares. PVR is located in Carbondale, Colorado and specializes in high quality, organically 
grown cannabis strains that thrive in high altitude, mountainous environments. PVR has 1,600 square feet 
of greenhouse cultivation area, and a five-acre outdoor facility at an elevation of approximately 7,500 feet.  

On December 31, 2020, the Corporation provided key management personnel with 4,111,679 RSUs to vest 
one-year from grant date, contingent on continued employment at the Corporation. 

On December 31, 2020, the Corporation entered into a definitive agreement and plan of merger (the 
"Merger Agreement") with respect to its previously announced acquisition of ACG. Pursuant to the terms 
of the Merger Agreement, SLANG will issue up to an aggregate of 66,120,730 Common Shares to ACG, 
provided that SLANG may elect that up to 60% of such shares may be issued as Restricted Shares, as 
determined by SLANG in its sole discretion and subject to further adjustment in accordance with the Merger 
Agreement.  Upon execution of the Merger Agreement, the Company gained control over the operations of 
ACG and has consolidated the results of ACG in accordance with IFRS 10 – Consolidated Financial 
Statements. ACG is an infused product manufacturer that produces O.pen, Bakked and Pressies branded 
cannabis products in Colorado. ACG is comprised of two different manufacturing and distribution facilities 
that extracts both hydrocarbon and CO2 oil for all SLANG branded products in Colorado. 
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Subsequent Developments 

On January 20, 2021, the Corporation issued 2,960,926 Restricted Shares pursuant to an existing 
consulting agreement with a third party. 

On February 1, 2021, the Corporation announced that it entered into a strategic partnership and brand 
services agreement with cannabis-focused private equity firm Merida Capital Holdings ("Merida"), to 
accelerate SLANG's expansion in both new and existing markets. Additionally, the Corporation announced 
a non-brokered private placement led by Merida whereby the Corporation will issue up to 26,315,790 
Common Shares at a price of $0.38 per Common Share for aggregate gross proceeds of up to $10,000,000. 
Under the terms of the agreement, Merida will be granted options to acquire Common Shares and may 
earn additional compensation for achieving certain milestones, including sales targets, and initiatives to 
promote the commercialization of SLANG products across the entire Merida ecosystem, which also 
includes various licensed businesses in West Virginia, California, Maryland, Pennsylvania, and investments 
in various cannabis oriented finished goods, technology, and supply chain companies. 

On February 9, 2021, the Corporation announced that it had closed the previously announced non-brokered 
private placement led by Merida. The financing was over-subscribed and the Corporation issued 
31,206,561 Common Shares for aggregate gross proceeds of $11,858,493. 

On March 2, 2021, the Corporation announced that it signed a strategic partnership agreement with Avér 
Skin ("Avér") to manufacture, co-package and distribute cannabis-based skincare products. As part of the 
agreement, SLANG will produce THC-infused topical skincare creams for Avér on a co-packing basis, as 
well as distribute products through its network partners. 

DESCRIPTION OF THE BUSINESS 

Summary  

SLANG is a leading global cannabis consumer packaged goods company with a robust portfolio of 
renowned brands. The Corporation currently owns, licenses, and/or markets 10 brands which serve the 
following categories: flower, inhalable concentrates, and ingestibles (including edibles and pressed pills). 
SLANG brings these products to market through "The SLANG Network". 

The SLANG Network is a combination of licensed cannabis cultivators, manufacturers, distributors and e-
commerce distribution platforms. The SLANG Network provides a capital efficient and scalable strategy 
through which SLANG drives brand value creation and expands its presence in both core (Colorado and 
Oregon) and emerging cannabis markets. Through the consolidation of The SLANG Network, the 
Corporation's business model has considerably shifted and simplified moving into 2021.  

The SLANG Network is comprised of a broad network of partners in addition to the Corporation's owned 
manufacturing and distribution assets. The primary way that the Corporation's products reach the 
marketplace starts with SLANG, which manufactures and sells product formulation bases and packaging 
to its partners. The Corporation's partners then manufacture, package, and distribute final branded products 
to retail customers, and finally, they sell SLANG's products to consumers. 
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Objectives and Strategy 

Objective 

The Corporation's objective is to use The SLANG Network and its owned assets (brand intellectual property 
("IP")), unparalleled distribution access, financial capabilities, manufacturing process know-how and human 
capital) to create long-term growth of branded units volume and branded servings. As SLANG measures 
growth in branded units' volume, it works collaboratively with all constituents of The SLANG Network to 
maximize this metric.  

Strategy 

The Corporation's strategy includes three main focuses: 

1. Core Markets 
2. Emerging Markets 
3. THC Free 

Core Markets 

SLANG defines core markets ("Core Markets") as those with the following characteristics: (i) mature 
regulatory structure, (ii) favorable tax regime, (iii) low capital barrier to entry and access to licenses, (iv) 
demonstrated supply of raw material, (v) multiple points of (retail) distribution, (vi) demonstrated operational 
leadership in place, and (vii) a demonstrable ROI.   

The Corporation's strategy in Core Markets is to continue to broaden its brand and product portfolio and 
consolidate supply chain assets in order to strengthen unit economic. The way in which the Corporation 
executes on this strategy is by vertically integrating the supply chain up to, but currently excluding, retail. 
This includes, cultivation, manufacturing, branding, distribution and wholesale. Currently the Corporation's 
Core Markets include Colorado and Oregon.    

Emerging Markets 

Emerging Markets ("Emerging Markets") are those that SLANG views as markets with regulatory or 
commercial environments in which profitability and high-margin sales are more challenging for consumer 
product-focused companies currently, or barriers to entry are too cost prohibitive or onerous.  

In Emerging Markets, the Corporation's strategy is to focus on strategic partnerships which allow the 
Corporation to establish a market presence in emerging markets without deploying the resources necessary 
for success as an in-state operator. Strategic partnerships represent an opportunity to work with a proven 
partner in order to bring SLANG branded products to market, while supporting that partner with the 
Corporation's proven experience in operations, sales and marketing in exchange for a royalty on SLANG 
branded products. Emerging Markets currently include California, Florida, Maine, Nevada, New Mexico, 
Massachusetts, Michigan, Ohio, Oklahoma, Vermont, Washington, Puerto Rico and Canada. 

THC Free 

SLANG's THC Free focus includes the sales of all goods which do not include THC, and can therefore be 
broadly distributed. This includes our dry herb vaporizer; the Firefly 2+, our line of Lunchbox Alchemy CBD 
gummies, as well as batteries and various other product components including packaging and hardware. 
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Strategies employed to support the THC Free focus include driving sales through e-commerce platforms 
while distributing nationally, as well as working alongside distribution partners both domestically and 
abroad. 

Areas of Focus  

Cultivation 

SLANG currently owns a cultivation site in its Core Market of Colorado through its acquisition of PVR, which 
was completed in December 2020. The Corporation expects to produce a portion of its raw material needs 
for distillate through the facility for 2021 and going forward. The cultivation site is located in Carbondale, 
Colorado and consists of four greenhouses and five acres of outdoor grow space.  

Extraction/Manufacturing  

At the cannabis extraction and manufacturing stage of The SLANG Network, SLANG has three types of 
business relationships:  

1) Regulated extractors/manufacturers in which SLANG owns equity. 
2) Regulated extractors/manufacturers in which SLANG has options to own equity.  
3) Regulated extractors/manufacturers in which SLANG will not own but license its brands to.  

 
SLANG either owns equity or has options to own equity in the manufacturers in its Core Markets. Extractors 
which it will not own equity are its strategic partners in its Emerging Markets. SLANG supports these 
extractors/manufacturers to produce and wholesale its branded goods to retailers by providing standard 
operating procedures and consulting on best manufacturing practices, sales and go-to-market strategies. 
SLANG expects to continue to consolidate the operations in its Core Markets. 

Distribution  

The most important aspect of distribution for SLANG is the relationship with the end retailer and consumer. 
To that end, the Corporation's inside sales activities, local brand ambassadorship, and retail relationship 
support activities, are key areas of focus and contributors to the success of The SLANG Network and the 
growth of branded units' volume. As a result, SLANG has created one of the largest distribution footprints 
in cannabis today, spanning over 2,220 points of retail distribution.     

Marketing/Branding  

SLANG deploys capital throughout markets serviced by The SLANG Network in support of its brands, 
including for expenditures covering sponsorship opportunities, advertising, and promotional incentives. 
These expenditures promote the brands and generate long-term growth of SLANG's branded units' volume, 
while at the same time supporting our strategic partnership licensees to ensure success in Emerging 
Markets.   

Specialized Skill and Knowledge 

All aspects of the Corporation's business require specialized skills and knowledge, including in, among 
other things, the sale of cannabis and cannabis products within various jurisdictions in Canada and the 
U.S., in accordance with applicable laws. The management team is comprised of individuals (including 
consultants and advisors), who bring together strong complementary skills, expertise and experience in 
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various aspects of the cannabis, retail, wholesale, cultivating and manufacturing industries, as well as 
strong capital markets experience. The experienced management team, along with its other employees, 
subcontractors and consultants, have the required expertise and specialized knowledge and are well-
positioned to implement the Corporation's retail-focused cannabis business strategy. 

Competitive Conditions 

The Corporation faces, and will continue to face, intense competition from existing and new retailers, 
wholesalers, and producers of adult-use cannabis, and other applicable participants in the cannabis 
industry whose services overlap with the retail cannabis segment, as well as other segment(s) of the 
cannabis industry within which the Corporation may from time to time be engaged in. Some of the 
competitors of the Corporation may have greater financial resources, market access and manufacturing 
and marketing experience than the Corporation. 

Increased competition by numerous independent cannabis retail outlets and larger and better financed 
competitors (including new entrants), could have a material adverse effect on the business and operations 
of the Corporation. 

The Corporation believes that its competition can be broadly grouped into the following categories: 

1) Vertically Integrated Competitors: This class of competitors (which may include Licensed Producers 
that are able to produce cannabis and cannabis products sold at retail stores of their affiliates) 
includes well-financed competitors with an established operating history in Canada and the U.S., 
and significant scale. These competitors are able to compete directly with the Corporation. 

2) Illicit Market: This class of competitors includes persons and businesses operating in the illicit 
market within various jurisdictions. These competitors, who management believes continue to 
divert a sizeable number of commercial opportunities from the Corporation, are able to compete 
directly with the Corporation in the cannabis markets in the U.S. and elsewhere. 

3) Existing Wholesalers: This class of competitors includes early-stage and semi-developed 
wholesalers, as well as established wholesalers, which may be well capitalized, and which may 
also have an established and longer operating history. These competitors are able to compete 
directly with the Corporation in the cannabis markets in the U.S. and elsewhere. 

To remain competitive, the Corporation will require a continued high level of investment in research and 
development, marketing, sales and client support. The Corporation may not have sufficient resources to 
maintain research and development, marketing, sales and client support efforts on a competitive basis 
which could have a material adverse effect on the business and operations of the Corporation. However, 
the Corporation believes that the experience of management in the retail cannabis spaces has and will 
continue to provide SLANG with a competitive advantage in navigating the complexities of a highly 
regulated, evolving marketplace and that its competitive position is at least equivalent to that of other 
cannabis retailers in Canada and the U.S. of a similar size and at a similar stage of development. 

New Products 

SLANG recently signed a manufacturing and distribution agreement with Avér for their cannabis-based skin 
care products and began producing the THC-infused topical skincare creams. The Corporation has 
launched and is currently selling these products in the Colorado market via their distribution network.  
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SLANG also recently entered into a strategic partnership to manufacture and distribute cannabis products 
for Edie Parker. Edie Parker gained global recognition for its high-quality handbags, accessories and home 
décor. In 2019, the brand expanded into the cannabis and cannabis accessories category under the 
namesake "Flower by Edie Parker". The Corporation has launched these products and is currently selling 
in the Colorado market via their distribution network. 

Intangible Properties 

SLANG's consumer-focused brands have been an important part of the operation of the Corporation, and 
trademarks and other intellectual property rights continue to be essential to maintain the success and 
competitive position of the Corporation. 

The Corporation's portfolio of registered trademarks and designs continue to be valuable assets that 
distinguish the Corporation's brand and reinforce customers' positive perception of its products. As such, 
the Corporation has devoted, and expects to continue to devote, significant resources to the protection of 
its IP rights, through, among other things, trade secrets, technical know-how and proprietary information. 
The Corporation will continue to seek protection of its IP by seeking and obtaining registered protection 
(including patents) where possible, developing and implementing standard operating procedures and 
entering into agreements with parties that have access to the Corporation's inventions, trade secrets, 
technical know-how and proprietary information such as business partners, collaborators, employees and 
consultants, to protect the confidentiality and ownership of IP.  

As of the date hereof, the Corporation holds or has applied for approximately 62 registered trademarks in 
various jurisdictions, including the United States, Canada, the European Union, Japan, China, the United 
Kingdom, the Republic of Korea and with the World Intellectual Property Organization. 

As of the date hereof, the Corporations holds or has applied for approximately an aggregate of 32 patents 
in various jurisdictions, including the United States, Canada, China, the European Union, Japan, Uruguay 
and with the World Intellectual Property Organization. 

Cycles 

The business of the Corporation is not cyclical or seasonal. However, the business may, from time to time, 
be affected by supply constraints and disruptions and seasonal variations that impact the supply of cannabis 
and cannabis products. The impact of such supply constraints and disruptions and seasonal variations on 
the business and its operating results cannot be predicted at this time.  

Employees 

As at December 31, 2020, the Corporation had approximately 99 employees and one independent 
contractors, with six employees and one independent contractor based in Canada and with 93 employees 
and no independent contractors based in the U.S. As at the date hereof, the Corporation had approximately 
106 employees and one independent contractor, with six employees and one independent contractor based 
in Canada and with 100 employees and no independent contractors based in the U.S.  

Foreign Operations 

As at the date hereof, the Corporation primarily conducts its operations in the U.S., within states in which 
the manufacture and distribution of cannabis products, branded consumption accessories and other 
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alternative lifestyle products are permitted under applicable laws, including the states of Colorado and 
Oregon. Approximately 94.6% of the Corporation's annual sales from continuing operations for the financial 
year ended December 31, 2020 were attributable to the operations of SLANG in the U.S.  

Lending 

The Corporation may provide working capital facilities to its acquisition targets in order to fund development 
of assets prior to completion of the acquisitions, where legally permissible or for the benefit of the 
Corporation.  

Bankruptcy Proceedings 

There are presently no bankruptcy, receivership, or similar proceedings against the Corporation or any of 
its subsidiaries, including voluntary bankruptcy, receivership, or similar proceedings, nor have there been 
any such proceedings within the three most recently completed financial years.  

Social or Environmental Policies 

In 2020, SLANG fostered a number of initiatives aimed at improving its environmental impact and 
supporting the communities in which it operates. For the packaging of its O.pen line of products, SLANG 
reduced its packaging footprint by 35% and moved to 100% post-consumer paperboard for all folding 
cartons.  

SLANG has also supported the communities in which it operates and minority communities who have 
historically been adversely affected by cannabis policies. SLANG's brand O.pen supports HeroGrown a 
501c3 dedicated to providing veterans access to medical cannabis with two co-branded vaporizer batteries 
that are sold year-round with a portion of proceeds going back to the organization. SLANG's brand District 
Edibles supported GLAAD a non-profit working to amplify voices of the LGBTQ community through a limited 
edition SKU during Pride Month. SLANG also partnered with the Friends in Weed organization to make a 
donation helping to feed front-line workers during the COVID-19 pandemic.  

REGULATORY OVERVIEW  

In accordance with the Canadian Securities Administrators Staff Notice 51-352 (Revised) Issuers with U.S. 
Marijuana-Related Activities ("Staff Notice 51-352"), below is a discussion of the federal and state-level 
U.S. regulatory regimes in those jurisdictions where the Corporation is currently directly involved through 
its subsidiaries. The Corporation's subsidiaries are engaged in the manufacture, possession, use, sale or 
distribution of cannabis in the recreational and/or medicinal cannabis marketplace in the states of Oregon, 
and Colorado. In accordance with Staff Notice 51-352, the Corporation will evaluate, monitor and reassess 
this disclosure, and any related risks, on an ongoing basis and the same will be supplemented and amended 
to investors in public filings, including in the event of government policy changes or the introduction of new 
or amended guidance, laws or regulations regarding marijuana regulation. Any non-compliance citations or 
notices of violation which may have an impact on the Corporation's license, business activities or operations 
will be promptly disclosed by the Corporation.  
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Industry Involvement 

Specific Disclosure 
Necessary to Fairly Present 
All Material Facts, Risks and 

Uncertainties 

AIF Cross Reference 

All Issuers with U.S. 
Marijuana-Related Activities 

Describe the nature of the 
issuer's involvement in the U.S. 
marijuana industry and include 
the disclosures indicated for at 
least one of the direct, indirect 
and ancillary industry 
involvement types noted in this 
table. 

See "General Development of 
the Business" and "Description of 
the Business". 

Prominently state that marijuana 
is illegal under U.S. federal law 
and that enforcement of relevant 
laws is a significant risk. 

See "Risk Factors". 

Discuss any statements and 
other available guidance made 
by federal authorities or 
prosecutors regarding the risk of 
enforcement action in any 
jurisdiction where the issuer 
conducts U.S. marijuana-related 
activities. 

See "Regulatory Overview – 
United States Federal Overview" 
and "Risk Factors". 

Outline related risks including, 
among others, the risk that third-
party service providers could 
suspend or withdraw services 
and the risk that regulatory 
bodies could impose certain 
restrictions on the issuer's ability 
to operate in the U.S. 

See "Risk Factors". 

Given the illegality of marijuana 
under U.S. federal law, discuss 
the issuer's ability to access both 
public and private capital and 
indicate what financing options 
are / are not available in order to 
support continuing operations. 

See "Risk Factors". 

Quantify the issuer's balance 
sheet and operating statement 

See "Additional Information". 
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Industry Involvement 

Specific Disclosure 
Necessary to Fairly Present 
All Material Facts, Risks and 

Uncertainties 

AIF Cross Reference 

exposure to U.S. marijuana-
related activities. 

Disclose if legal advice has not 
been obtained, either in the form 
of a legal opinion or otherwise, 
regarding (a) compliance with 
applicable state regulatory 
frameworks and (b) potential 
exposure and implications 
arising from U.S. federal law. 

See "Regulatory Overview – 
United States Federal 
Overview". 

U.S. Marijuana Issuers with 
Direct Involvement in 
Cultivation or Distribution 

Outline the regulations for U.S. 
states in which the issuer 
operates and confirm how the 
issuer complies with applicable 
licensing requirements and the 
regulatory framework enacted by 
the applicable U.S. state. 

See "Regulatory Overview – 
United States Federal Overview" 
and "Regulatory Overview – 
Regulation of the Cannabis 
Market at State and Local 
Levels". 

Discuss the issuer's program for 
monitoring compliance with U.S. 
state law on an ongoing basis, 
outline internal compliance 
procedures and provide a 
positive statement indicating that 
the issuer is in compliance with 
U.S. state law and the related 
licensing framework. Promptly 
disclose any non-compliance, 
citations or notices of violation 
which may have an impact on the 
issuer's license, business 
activities or operations. 

See "Description of the 
Business" and "Regulatory 
Overview". 

Outline the regulations for U.S. 
states in which the issuer's 
investee(s) operate. 

See "Regulatory Overview – 
United States Federal Overview" 
and "Regulatory Overview – 
Regulation of the Cannabis 
Market at State and Local 
Levels". 
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Industry Involvement 

Specific Disclosure 
Necessary to Fairly Present 
All Material Facts, Risks and 

Uncertainties 

AIF Cross Reference 

Provide reasonable assurance, 
through either positive or 
negative statements, that the 
investee's business is in 
compliance with applicable 
licensing requirements and the 
regulatory framework enacted 
by the applicable U.S. state. 
Promptly disclose any non-
compliance, citations or notices 
of violation, of which the issuer 
is aware, that may have an 
impact on the investee's license, 
business activities or operations. 

See "Description of the 
Business", "Regulatory 
Overview" and "Legal 
Proceedings and Regulatory 
Actions". 

U.S. Marijuana Issuers with 
Material Ancillary Involvement 

Provide reasonable assurance, 
through either positive or 
negative statements, that the 
applicable customer's or 
investee's business is in 
compliance with applicable 
licensing requirements and the 
regulatory framework enacted by 
the applicable U.S. state. 

See "Description of the 
Business", "Regulatory 
Overview" and "Legal 
Proceedings and Regulatory 
Actions". 

 
United States Federal Overview 

In the U.S., 36 states and the U.S. territories of Guam, the U.S. Virgin Islands, and Puerto Rico have 
comprehensive medical cannabis programs. Fifteen of those states,1 the District of Columbia, Guam, and 
Northern Mariana have legalized cannabis for adults for non-medical purposes (sometimes referred to as 
adult or recreational use). Eleven additional states have legalized cannabis, but with caps on the amount 
of THC, for select medical conditions.  Only three states continue to prohibit cannabis entirely.    

Nonetheless, state and other federal laws and regulations may limit the cultivation, production, and sale of 
certain hemp products. 

On December 20, 2018, former President Trump signed into law the Agricultural Improvement Act of 2018 
(the "2018 Farm Bill"), which changed hemp's legal status by removing hemp and extracts of hemp from 
the CSA schedules. Accordingly, the production, sale, and possession of hemp or extracts of hemp no 

 
1 The New York bill was signed into law on March 31, 2021.  We do not include in the number South Dakota, whose adult use 
legalization ballot initiative passed but was overturned by a state court and is on appeal, or Virginia or New Mexico, each of which 
has passed a full legalization bill that is awaiting its governor's signature.  Accordingly, the number could soon increase to sixteen, 
seventeen or eighteen. 
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longer violate the CSA.2  Under the 2018 Farm Bill, hemp is defined as "the plant Cannabis sativa L. and 
any part of that plant, including the seeds thereof and all derivatives, extracts, cannabinoids, isomers, acids, 
salts, and salts of isomers, whether growing or not, with a delta-9 tetrahydrocannabinol concentration of 
not more than 0.3% on a dry weight basis" ("Hemp"). The 2018 Farm Bill allows hemp cultivation under 
state plans approved by the U.S. Department of Agriculture ("USDA") or under USDA regulations in states 
that have legalized hemp but not implemented their own regulations. As of March 2021, the USDA had 
approved 23 state plans and 41 tribal plans, and confirmed that 20 other states would continue to operate 
under their 2014 hemp pilot programs.3   

At the federal level, however, cannabis remains a Schedule I controlled substance under the Federal 
Controlled Substances Act of 1970 ("Federal CSA"). Under U.S. federal law, a Schedule I drug or 
substance has a high potential for abuse, no accepted medical use and a lack of accepted safety for use 
under medical supervision. As such, the manufacture, importation, possession, use or distribution of 
cannabis remains illegal under U.S. federal law. This has created a dichotomy between state and federal 
law, whereby many states have elected to regulate and remove state-level penalties regarding a substance 
which is still illegal at the federal level. The Corporation's U.S. cannabis operations are illegal under U.S. 
federal law and the enforcement of relevant laws remains a risk. 

Since December 2014, companies strictly complying with state medical cannabis laws have also been 
protected against enforcement by a provision (originally called the Rohrabacher-Farr amendment, now 
known as the Joyce amendment) in the Omnibus Spending Bill, which prevents federal prosecutors from 
using federal funds to impede the implementation of medical cannabis laws enacted at the state level.4 
Courts have interpreted the provision to bar the Department of Justice ("DOJ") from prosecuting any person 
or entity in strict compliance with state medical cannabis laws.5  

Moreover, even while the Attorney General position was filled by Jeff Sessions, who rescinded the DOJ's 
previously issued guidance permitting US Attorneys to exercise prosecutorial discretion in not prosecuting 
state-law compliant cannabis activities, the federal government has brought no criminal enforcement 
against any state-law compliant cannabis companies at all, not just those involved with medical cannabis. 
The absence of prosecutions reflects the strong public support of ending prosecutions particularly of state 
legal conduct, the difficulty of prosecuting a state medical cannabis licensee for activities in the same state's 
adult use program without "interfering" with the state medical cannabis program, and prosecutors' 
reluctance to bring cases particularly now that the President of the United States advocates for 
decriminalization and expungement. 

President Biden has promised federal reform on cannabis, including decriminalization generally.  According 
to the Biden website, a Biden Administration "will decriminalize cannabis use and automatically expunge 
prior convictions. And, he will support the legalization of cannabis for medical purposes, leave decisions 
regarding legalization for recreational use up to the states, and reschedule cannabis as a schedule II drug 
so researchers can study its positive and negative impacts."6 The Biden-Sanders Unity Platform, which was 
released at the time President Biden won the Democratic Party nomination for President, affirmed that his 

 
2 The Agriculture Improvement Act of 2018, Pub. L. 115-334.  
3 Status of State and Tribal Hemp Production Plans for USDA Approval, USDA, https://www.ams.usda.gov/rules-
regulations/hemp/state-and-tribal-plan-review (last visited April 4, 2021).  
4 Consolidated Appropriations Act, 2021, Public Law No. 116-260, Div. B, § 531, https://www.congress.gov/bill/116th-
congress/house-bill/133/text ("None of the funds made available under this Act to the Department of Justice may be used, with 
respect to any of the [states with medical marijuana programs], to prevent any of them from implementing their own laws that 
authorize the use, distribution, possession, or cultivation of medical marijuana."). 
5 United States v. McIntosh, 833 F.3d 1163 (9th Cir. 2016). 
6 Biden-Harris, "The Biden Plan for Strengthening America's Commitment to Justice," https://joebiden.com/justice/.  
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administration would seek to "[d]ecriminalize marijuana use and legalize marijuana for medical purposes at 
the federal level;" "allow states to make their own decisions about legalizing recreational use;" and 
"automatically expunge all past marijuana convictions for use and possession."7 Biden's pledge to 
"decriminalize" cannabis may be reasonably interpreted to mean that any Attorney General under his 
administration will order U.S. Attorneys not to enforce the federal cannabis prohibition against state law 
compliant entities and others legally transacting business with them.8 Biden has selected Judge Merrick 
Garland to serve as the U.S. Attorney General under his administration. Judge Garland has not publicly 
expressed any negative views toward cannabis legalization or decriminalization.  During his confirmation 
hearing before the U.S. Senate, Judge Garland testified that prosecuting companies in "states that have 
legalized and that are regulating marijuana, either medically or otherwise," would not be a "useful use of 
limited resources."9 

The Corporation has obtained legal advice from U.S. legal counsel regarding: (a) compliance with 
applicable U.S. state regulatory frameworks; and (b) potential exposure and implications arising from U.S. 
federal law. The Corporation receives such advice on an ongoing basis but does not have a formal legal 
opinion on such matters.  

For further information, please see the discussion of the enforcement priorities of U.S. Attorneys in various 
U.S. states in which the Corporation operates or intends to operate set forth in subsequent sections 
including "Risk Factors." 

Regulation of the Cannabis Market at State and Local Levels 

Summary of SLANG's Operations in Various U.S. States 

Currently, SLANG's operations that directly involve the cultivation and/or distribution of cannabis are only 
conducted in the states of Oregon and Colorado.  SLANG's business operations also include material 
ancillary involvement with the U.S. cannabis industry (within the meaning of Staff Notice 51-352) in other 
U.S. jurisdictions through the licensing of intellectual property and the sale of goods and services to certain 
third-party partners ("Third-Party Partners"). As of the date of this Prospectus, the Corporation is not aware 
of anything that leads it to believe its Third-Party Partners are not in strict compliance with applicable laws 
in each applicable U.S. state.  The following chart details the Corporation's involvement in the U.S. cannabis 
industry in each of the U.S. states where it conducts operations. 

 
7 Biden-Sanders Unity Task Force Recommendations: Combating The Climate Crisis And Pursuing Environmental Justice, 
https://joebiden.com/wp-content/uploads/2020/08/UNITY-TASK-FORCE-RECOMMENDATIONS.pdf.  
8 See, e.g., John Schroyer, Biden to tap Merrick Garland for attorney general, offering stark contrast to anti-cannabis AGs under 
Trump, Marijuana Business Daily (Jan. 6, 2021), https://mjbizdaily.com/biden-to-tap-merrick-garland-for-attorney-general/.  
9 See Attorney General Nominee Merrick Garland Testifies at Confirmation Hearing, https://www.c-span.org/video/?508877-
1/attorney-general-nominee-merrick-garland-testifies-confirmation-hearing.  
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U.S. Jurisdictions Where SLANG has Direct 
Involvement in Cultivation and Distribution 

U.S. Jurisdictions Where SLANG has Material 
Ancillary Involvement in the Cannabis Industry 

 Oregon 
 Colorado 

 California 
 Massachusetts 
 Ohio 
 West Virginia 
 Maryland 
 Pennsylvania 
 Washington 
 Michigan 
 Oklahoma 
 Nevada 
 Maine 
 Vermont 
 New Mexico 
 Florida 
 Puerto Rico 

 
The following sections present overviews of cannabis regulations in the states in which the Corporation 
currently has cannabis cultivation, manufacturing and distribution operations, namely Oregon and 
Colorado.  Strict compliance with state laws does not relieve the Corporation of potential liability under U.S. 
federal law, nor does it provide a defense to any federal proceeding brought against the Corporation.  

Summary of Oregon Regulatory Framework 

Oregon has both medical and adult-use cannabis programs. In 1998, Oregon voters passed a limited non-
commercial medical marijuana law that designated the Oregon Health Authority (the "OHA") to regulate an 
Oregon Medical Marijuana Program (the "OMMP"). Under the OMMP, patients who, through a licensed 
physician, could demonstrate the existence of one or more qualifying conditions, could possess and grow 
marijuana. Under the OMMP, a patient could also designate a grower to grow marijuana for the patient 
and/or designate a caregiver to possess and deliver medical marijuana to the patient. In 2013, the 
legislature passed, and the governor signed, House Bill 3460 that modified the OMMP to create a regulatory 
structure for existing unlicensed medical marijuana dispensaries. However, the original regulations created 
by the OHA after the passage of House Bill 3460 were minimal and left medical marijuana growers and 
dispensaries in a largely underregulated system. Additionally, the OHA did not provide for the inclusion of 
medical marijuana processors in the OMMP system. 

In November 2014, Oregon voters passed Measure 91, eventually known as the Control, Regulation, and 
Taxation of Marijuana and Industrial Hemp Act, which created an adult-use regulatory system for individuals 
21 years of age or older to purchase cannabis for personal use from licensed cannabis businesses (the 
"Adult-Use Cannabis Program"). In June 2015, Oregon Governor Kate Brown signed House Bill 3400 into 
law, which modified Measure 91 and improved the existing regulatory structure for medical cannabis 
businesses, in part by creating a registration process for medical growers and processors. The OHA 
registers and regulates OMMP participants while the Oregon Liquor Control Commission ("OLCC") licenses 
and regulates the Adult-Use Cannabis Program. Since the implementation of Measure 91, however, the 
number of medical cannabis businesses has precipitously decreased. As of April 1, 2021, there was only 
one registered medical marijuana dispensary.  As of January 2021 (the most recent month for which OHA 
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published numbers), there was one registered medical marijuana dispensary, zero medical marijuana 
processing sites, and 6,895 medical grow sites. Under the Adult-Use Cannabis Program, the OLCC issues 
six distinct license types: producer (cultivation), processor (manufacture), wholesaler, retailer (dispensary), 
laboratory (testing), and research.  

The laws and rules that govern the Adult-Use Cannabis Program do not impose a limit on the number of 
licenses an entity can hold, though a single entity may not own more than one licensed producer on the 
same tax lot. Local governments may regulate cannabis businesses through reasonable time, place, and 
manner restrictions – or, under certain conditions, wholly prohibit the establishment of medical dispensaries 
or processing sites or any adult-use cannabis business within their borders. There are currently no 
residency requirements for medical registrations or adult-use licenses in Oregon.  

Until recently, Oregon did not limit the number of adult-use licenses. That changed with the passage of SB 
218 in 2019. SB 218 immediately prohibited the issuance of producer licenses for new applications 
submitted after June 15, 2018. SB 218 sunsets on January 2, 2022. Also, in late May 2018, the OLCC 
announced a moratorium on the processing of new applications for all license types submitted after June 
15, 2018 – purportedly until the OLCC fully processes the backlog of applications submitted up to and 
including on June 15, 2018 – although it continues to accept new applications (except for producers 
pursuant to SB 218). License renewals, changes of license ownerships, and changes in financial interests 
in licenses remain unaffected by SB 218 or the moratorium.  As of November 16, 2020, the OLCC has 
reached out to all applicants who submitted their applications on or before June 15, 2018 to schedule 
assignment of a license investigator and to complete the licensing process within 60 days of that 
assignment. As of March 29, 2021, the OLCC had approved 2,592 licenses and 774 applications remain 
pending.  

In response to the emerging health crisis tied to nicotine and cannabis vaping products, the OHA issued a 
public health advisory warning all Oregonians not to use vaping products or e-cigarettes. On October 4, 
2019, Governor Brown issued an executive order directing the OHA and OLCC to immediately ban flavored 
vaping products (i.e. vaping products containing flavors not derived from cannabis terpenes) for 180 days. 
Effective October 15, 2019, the OHA and OLCC prohibited the manufacture and sale of flavored cannabis-
derived vaping products in Oregon for 180 days. According to that prohibition, licensed retailers could not 
sell, offer for sale, or transfer any cannabinoid vaping product containing a flavor other than from cannabis-
derived terpenes. Furthermore, licensed processors could not manufacture such products. However, the 
Oregon Court of Appeals subsequently stayed enforcement of the rule.  On January 16, 2020, the OHA 
suspended the temporary rule banning sales of flavored nicotine vaping products but the OLCC affirmed 
its existing authority to ban "adulterants" from inclusion in cannabis vaping products.  The OLCC initially 
banned Vitamin E acetate, but the list of banned additives has expanded.  On December 18, 2020, the 
OLCC added squalene to the list of banned adulterants.  Propylene glycol (PG) and triglycerides, like MCT 
oil, were added to the banned list effective April 1, 2021.   

Licenses and Regulations 

In Oregon, the OHA registers and regulates medical cannabis businesses through the OMMP and the 
OLCC licenses and regulates adult-use cannabis businesses. There are six distinct license types available 
for adult-use businesses: producer (cultivation), processor (manufacturing), wholesaler, retailer 
(dispensary), laboratory (testing), and research. For medical cannabis businesses, there are three 
registration types available: grower, processor, and dispensary. OLCC retailers may also sell cannabis or 
cannabinoid products (including "medical grade" products) to OMMP patients tax-free and at a discount or 
for no cost. Oregon law permits, but does not require, vertical integration of all commercial license types, 
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although the OLCC may refuse to issue a laboratory license to any person who holds a producer, processor, 
wholesale or retail license. 

Oregon law permits cannabis possession and home cultivation by adults at least 21 years old within certain 
limits. Public sales of cannabis and cannabis products may occur only through OLCC-licensed retailers or 
OHA-registered dispensaries. The OLCC may disqualify adult-use cannabis license applicants for various 
reasons, including, but not limited to, lack of good moral character, insufficient financial responsibility, 
convictions of certain crimes, and using cannabis, alcohol, or drugs "to excess." 

Under its producer licenses, the Corporation may cultivate usable cannabis (dried leaves and flower), which 
the producer may transfer to any OLCC licensed processor, wholesaler, or retailer for further processing, 
packaging, or distribution. Producer licensees may apply for additional privileges such as propagation 
endorsements to grow additional immature canopy or medical canopy registration to dedicate additional 
canopy space for supply to OMMP patients free of charge. 

Under its processor license, the Corporation may procure cannabis from OLCC licensed producers, 
industrial hemp from certain Oregon Department of Agriculture registered growers and handlers, or 
cannabinoid or hemp concentrates or extracts from other processors, for processing hemp and cannabis 
extracts and concentrates. The processor may then transfer finished products to any OLCC licensed 
processor (with the appropriate product endorsement(s)), wholesaler, retailer, non-profit dispensary, or 
research certificate holder. Presently, the Corporation's processor license carries extract, concentrate, and 
hemp endorsements.  

Under its wholesaler license, the Corporation may procure cannabis from any OLCC licensed producer, as 
well as cannabinoid extract, concentrate, or other product from any OLCC licensed processor or wholesaler. 
The Corporation may also obtain hemp and hemp items from OLCC-certified Oregon Department of 
Agriculture hemp growers or handlers. The wholesaler license includes authorization to package – including 
cartridge filling – and label products for retail sale. The wholesaler license also provides for distribution of 
products to any OLCC licensed retailer. 

Regulatory Framework 

Oregon Revised Statutes Chapter 475B provides the regulatory framework for both the adult-use and 
medical cannabis industries in Oregon. OHA medical cannabis regulations are in Oregon Administrative 
Rules ("OAR") Chapter 333, Division 7 and 8, and OAR Chapter 333, Division 64 governs the accreditation 
of laboratories for testing medical and adult-use cannabis products. The OLCC regulates adult-use 
cannabis through OAR Chapter 845, Division 25. 

Both the OLCC and OHA rules include licensing requirements and license denial and approval criteria. 

Licensing Requirements 

Among other things, OLCC license applicants and licensees must demonstrate that: (i) they are registered 
with the Oregon Secretary of State to do business in Oregon; (ii) they have an appropriate operating plan; 
(iii) they have the legal right to occupy the premises necessary to operate the licensed business; (iv) they 
track all cannabis and cannabinoid products and waste via the state mandated seed-to-sale tracking 
system; (v) they have sufficient start-up capital; (vi) all applicable owners have passed background 
screening; and (vii) the licensed premises is not prohibited for the use under local regulations. 
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Licensees must renew OLCC licenses annually. The OLCC may conduct announced and unannounced 
inspections of any licensed facilities to assess compliance with laws and rules. The OLCC may also inspect 
a licensed premises upon receiving a complaint alleging that the licensee violated one or more rules. The 
OLCC may also conduct an annual license renewal inspection prior to approval. Inspections may cover the 
entire physical premises, business records, personnel, equipment, security, and operational procedures. 

Recordkeeping and Reporting Requirements 

The Corporation has a comprehensive compliance program which tracks all aspects of operations including 
transactions entered in the online seed-to-sale tracking system, "METRC", and compliance with all state 
and federal employment and safety regulations. 

Security Requirements 

OLCC licensees must always maintain fully operational alarm and video monitoring systems. Every external 
door or gate requires commercial grade, non-residential door locks. The alarm system must cover all entry 
points and must include motion detectors and pressure activated panic alarms. The 24-hour video 
surveillance system must record in an OLCC-approved format and maintain coverage over prescribed 
areas. The surveillance system must back up video footage pursuant to OLCC requirements. Additionally, 
the surveillance system must include the ability to print still shots upon request. The general public may 
only access certain areas of a retailer premises, and only authorized personnel may access areas of any 
licensed premises where cannabis may be present. Any vendors or contractors present on site must check 
in through a visitor log and must always be accompanied by a licensee representative. 

Transportation and Storage Requirements 

With certain exceptions for retailers, licensees must store recreational and medical cannabis and cannabis 
products in a secured, locked room, vault, or safe during non-operating hours. Vaults that are large enough 
to allow a person to walk in must have cameras inside ensuring there are no blind spots. Smaller safes 
must be securely anchored to a permanent structure of an enclosed area. Printed METRC manifests must 
accompany any product transfer between licensees. The receiving licensee must verify the identity of the 
product(s) and ensure that the weight or number of units comports with the manifest. OLCC licensees must 
maintain all records for at least three years. During transport, the transporter must keep products in a locked 
receptacle within the vehicle and may not make any unnecessary stops.  

Activities in Oregon  

SLANG currently holds licenses to operate as a marijuana processor and wholesaler within the State of 
Oregon through its subsidiary LBA. Under these licenses, SLANG manufactures Lunchbox Edibles, and 
distributes the full suite of SLANG products. 

Holding Entity Permit / License City Expiration / 
Renewal Date (if 

applicable) 

Description 

CHC Laboratories, LLC 030-1015485CACC Bend 08/25/2021 Processor 

Hydra Oregon, LLC 060-1015486A0CE Salem 08/25/2021 Wholesale 
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Summary of Colorado Regulatory Framework 

Colorado has both medical and adult use cannabis programs. The Marijuana Enforcement Division ("MED") 
is the licensing and regulatory agency overseeing all retail and medical cannabis businesses in Colorado. 

Licensed cannabis businesses in Colorado must have state and local approval for their license applications. 
Colorado state licenses are renewed annually. Each year, license holders are required to submit a renewal 
application per guidelines published by the MED. While renewals are annual, there is no ultimate expiry 
after which no renewals are permitted. Additionally, in respect of the renewal process, provided that the 
requisite renewal fees are paid, the renewal application is submitted in a timely manner, and there are no 
material violations noted against the applicable license, the licensed entities would expect to receive the 
applicable renewed license in the ordinary course of business. 

Under applicable laws, the licenses permit the license holders to cultivate, manufacture, process, package, 
sell, or purchase cannabis pursuant to the terms of the licenses, which are issued by the MED under the 
provisions of Colorado Revised Statutes ("C.R.S.") sections 44-10-101 et seq. MED updates the rules 
regulating licensees periodically, and most recently, on March 10, 2021, adopted new rules which became 
effective on May 1, 2021, and amended the Code of Colorado Regulations ("C.C.R.") sections 1 C.C.R. 
212-3.  

Through its subsidiary, Peoria Partners, LLC, the Corporation holds Marijuana Enforcement Division 
Infused Product Manufacturer and Retail Marijuana Products Manufacturer licenses. Under these licenses, 
the Corporation's subsidiary may manufacture cannabis products, including edibles, and distribute these 
products to licensed retailers.   

Licenses and Regulations 

Presently, the types of licenses available in Colorado include: 

 Retail Marijuana Store: license type necessary to operate a business that sells Retail Marijuana to 
an individual 21 years of age or older as described in section 44-10-601 C.R.S. 

 Retail Marijuana Product Manufacturer: license type necessary to operate a facility that 
manufactures retail cannabis-infused products such as edibles, concentrates or tinctures as 
described in section 44-10-603 C.R.S. 

 Retail Marijuana Testing Facility: license type necessary to operate a facility that conducts potency 
and contaminants testing for other MED Licensed Retail Marijuana businesses as described in 
section 44-10-604 C.R.S. 

 Retail Marijuana Transporter: license type necessary to provide transportation and temporary 
storage services to Retail Marijuana Businesses as described in section 44-10-605 C.R.S. 

 Retail Marijuana Business Operator: license type necessary to provide professional operational 
services to one or more Retail Marijuana Businesses as described in section 44-10-606 C.R.S. 

 Retail Marijuana Accelerator Cultivator: license type necessary to operate a retail marijuana 
product cultivation operation on the site of a retail marijuana cultivation facility with an accelerator 
endorsement as described in 44-10-607 C.R.S. 

 Retail Marijuana Accelerator Manufacture: license type necessary to operate a retail marijuana 
product manufacturing operation on the site of a retail marijuana product manufacturing facility with 
an accelerator endorsement as described in 44-10-608 C.R.S. 

 Marijuana Hospitality Business: license type necessary to operate a licensed premises that allows 
consumption of cannabis onsite as described in section 44-10-609 C.R.S. 
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 Retail Marijuana Hospitality and Sales Business License: license type necessary to operate a 
licensed premises where marijuana may be sold and consumed onsite as described in 44-10-610 
C.R.S.  

 Medical Marijuana Store: license type necessary to sell Medical Marijuana to Colorado Medical 
Marijuana Registry Patients and Transporting Caregivers, as described in 44-10-501 C.R.S. 

 Medical Marijuana Cultivation Facility: license type necessary to operate a cultivation business to 
grow and harvest medical cannabis, as described in 44-10-502 C.R.S. 

 Medical Marijuana Products Manufacturer: license type necessary to operate a business that 
produces Medical Marijuana Infused Products ("Products") such as edibles, concentrates or 
tinctures as described in section 44-10-503 C.R.S. 

 Medical Marijuana Testing Facility: license type necessary to operate a facility that conducts 
potency and contaminants testing and research for MED Medical Marijuana business license 
holders as described in section 44-10-505 C.R.S. 

 Medical Marijuana Transporter: license necessary to provide transportation and temporary storage 
services to MED Licensed Medical Marijuana Businesses as described in section 44-10-505 C.R.S. 

 Medical Marijuana Business Operator: license type necessary to provide professional operational 
services to one or more MED Licensed Medical Marijuana Businesses as described in section 44-
10-506 C.R.S. 

 Medical Marijuana Research and Development License: license necessary to grow, cultivate 
possess and transfer cannabis for use in research only as described in section 44-10-507 C.R.S. 

All cannabis establishments must register with the MED. If applications contain all required information and 
after vetting by officers, establishments are issued a license. In a local governmental jurisdiction that issues 
business licenses, the issuance by the MED of a cannabis license is considered provisional until the local 
government has issued a business license for operation and the establishment is in compliance with all 
applicable local governmental ordinances. 

In the State of Colorado, only cannabis that is grown/produced in the state by a licensed establishment may 
be sold in the state. The state also allows the license holders to make wholesale purchase of cannabis from 
another licensed entity within the state. 

Colorado law also imposes a number of recordkeeping, reporting, security, transportation and storage 
requirements on licensees.  

Regulatory Framework 

Colorado Revised Statutes Title 44, Article 10 provides the regulatory framework for both the medical and 
adult-use cannabis industries in Colorado. In addition to the statutes, the MED issues marijuana rules 
licensees must comply with, which are contained in 1 CCR 212-3. The MED Rules cover licensing and 
operating requirements, as well as license denial and approval criteria.  

Licensing Requirements 

Among other things, MED license applicants and licensees must provide the following information: (i) copy 
of the application for local approval submitted to the local jurisdiction, if required, (ii) certificate of good 
standing from the jurisdiction where the applicant entity was formed, (iii) identity and physical address of 
the registered Agent in Colorado, if the applicant is an entity, (iv) corporate governance and organizational 
documents, (v) legal right to occupy the premises necessary to operate the licensed business, (vi) an 
accurate and legible diagram of the facility, (vii) agreement to undergo required suitability findings for the 
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individual owners of the business, including background checks, (viii) financial statements, and (ix) tax 
documents.  

Licensees must renew MED licenses annually. MED may conduct announced and unannounced 
inspections of any licensed facilities to assess compliance with laws and rules. MED may also inspect a 
licensed premises upon receiving a complaint alleging that the licensee violated one or more rules. MED 
may also conduct an annual license renewal inspection prior to approval. Inspections may cover the entire 
physical premises, business records, personnel, equipment, security, and operational procedures. 

Recordkeeping and Reporting Requirements 

The Corporation has a comprehensive compliance program which tracks all aspects of operations including 
transactions entered in the online seed-to-sale tracking system, also called an Inventory Tracking System 
or "METRC", in addition to compliance with all state and federal employment and safety regulations.  

Security Requirements 

MED licensees must always maintain fully operational alarm and video monitoring systems. Every external 
door or gate requires commercial grade, non-residential door locks. The alarm system must cover all entry 
points and must include motion detectors and pressure activated panic alarms. The 24-hour video 
surveillance system must record in a MED-approved digital format and maintain coverage over prescribed 
areas. The surveillance system must back up video footage pursuant to MED requirements. All video 
surveillance records and recordings must be stored in a secure area that is only accessible to a Licensee's 
management staff. Additionally, the surveillance system must include the ability to print color still 
photographs upon request. Only authorized personnel may access areas of any licensed premises where 
cannabis may be present. Any vendors or contractors present on site must check in through a visitor log 
and must always be accompanied by a licensee representative. 

Transportation and Storage Requirements 

Licensees must store retail and medical cannabis and cannabis products in a limited access, secured, 
locked room, vault, or safe during non-operating hours. Vaults that are large enough to allow a person to 
walk in must have cameras inside ensuring there are no blind spots. Smaller safes must be securely 
anchored to a permanent structure of an enclosed area. Printed METRC manifests must accompany any 
product transfer between licensees. The receiving licensee must verify the identity of the product(s) and 
ensure that the weight or number of units comports with the manifest. MED licensees must maintain all 
records for at least three years. During transport, the transporter must keep products in a locked receptacle 
within the vehicle and may not make any unnecessary stops. 

Activities in Colorado 

In Colorado, SLANG currently holds Colorado Department of Revenue, Marijuana Enforcement Division 
medical and retail manufacturing licenses through its subsidiary Peoria Partners, LLC. Peoria Partners, 
LLC manufactures District Edibles, as well as distributes the full suite of SLANG products within the State 
of Colorado. In addition, SLANG holds medical and retail cultivation licenses through PVR in Carbondale. 
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Holding Entity Permit / 
License 

City Expiration / 
Renewal Date 
(if applicable) 

Description 

Slang Colorado Distribution, LLC  404R-00266 Denver   09/06/2021 Manufacturing 

Slang Colorado Distribution, LLC  404-00519  Denver  03/02/2022 Manufacturing 

Slang Colorado Cultivation, Inc. 403R-00797 Carbondale 08/24/2021 Cultivation 

Slang Colorado Cultivation, Inc.  407-00005 Carbondale 09/25/2021 Operator 

Slang Colorado Cultivation, Inc. 407R-00007 Carbondale 09/25/2021 Operator 

 
RISK FACTORS 

The following are the specific and general risks that could affect the Corporation and its business. Additional 
risks and uncertainties not presently known to the Corporation or that the Corporation does not currently 
anticipate will be material, may impair the Corporation's business operations and its operating results and 
as a result could materially impact its business, results of operations, prospects and financial condition. 
Readers should additionally refer to the risk factors set out in the Corporation's most recent annual 
management discussion and analysis, which, together with the risk factors below, do not necessarily 
constitute an exhaustive list.  

These risks and uncertainties discussed below are not the only ones facing the Corporation. Additional 
risks and uncertainties not presently known to the Corporation or currently deemed immaterial by the 
Corporation, may also impair the operations of the Corporation. If any such risks actually occur, 
shareholders of the Corporation could lose all or part of their investment and the business, financial 
condition, liquidity, results of operations and prospects of the Corporation could be materially adversely 
affected and the ability of the Corporation to implement its growth plans could be adversely affected. 

The acquisition of any of the securities of the Corporation is speculative, involving a high degree of risk and 
should be undertaken only by persons whose financial resources are sufficient to enable them to assume 
such risks and who have no need for immediate liquidity in their investment. An investment in the securities 
of the Corporation should not constitute a major portion of an individual's investment portfolio and should 
only be made by persons who can afford a total loss of their investment. The investor should evaluate 
carefully the following risk factors associated with the Corporation's securities, along with the risk factors 
described elsewhere in this AIF. 

Risks Related to Illegality of Cannabis Under U.S. Law 

The Corporation faces the significant risk of enforcement of U.S. federal laws 

Enforcement of U.S. federal law is a significant risk to cannabis businesses operating in the U.S., including 
the Corporation. While the federal government has not enforced the CSA's cannabis prohibition against 
persons or companies complying with the law governing state regulated cannabis programs, and neither 
President Biden nor Attorney General Garland has indicated that the federal government will commence 
such prosecutions, there is no formal law or even guidance precluding criminal claims against state-legal 
cannabis companies.  There can be no assurance that the U.S. federal government will not seek to 
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prosecute cases involving cannabis businesses, including those of the Corporation, notwithstanding 
compliance with state law. Such proceedings could have a material adverse effect on the Corporation's 
business, revenues, operating results and financial condition, as well as the Corporation's reputation and 
ability to raise capital.  

Further, violations of any U.S. federal laws and regulations could result in significant fines, penalties, 
administrative sanctions, convictions or settlements arising from civil proceedings conducted by either the 
U.S. federal government or private citizens, or criminal charges, including, but not limited to, disgorgement 
of profits, cessation of business activities or divestiture. This could have a material adverse effect on the 
Corporation, including its reputation and ability to conduct business, its ability to list its securities on stock 
exchanges, its financial position, its operating results, its profitability or liquidity or the value of its securities. 
In addition, the time of management and advisors of the Corporation and resources that would be needed 
for the investigation of any such matters or their final resolution could be substantial. 

Under the Federal CSA, cannabis is classified as a Schedule I drug. Even in those states in which the use 
of cannabis has been legalized under state law, its production, manufacture, processing, possession, 
distribution, sale and use remain a federal crime. Strict enforcement of U.S. federal law regarding cannabis 
could result in the Corporation's inability to proceed with the Corporation's business plan. There can be no 
assurance that the U.S. federal government will not seek to prosecute cases involving cannabis-related 
businesses, including the business of the Corporation. Companies and individuals involved with or in the 
Corporation's business, including investors, may be exposed to criminal liability, and any real or personal 
property used in connection with its business could be subject to seizure and forfeiture to the U.S. federal 
government or its agencies. 

As a result of the states' and the U.S. federal government's conflicting laws on cannabis, cannabis-related 
businesses in the U.S. are subject to inconsistent legislation, regulation and enforcement. Unless and until 
the U.S. Congress amends the Federal CSA with respect to cannabis or the Drug Enforcement Agency 
reschedules or de-schedules cannabis (and there can be no assurance as to the timing or scope of any 
such potential amendments), there is a risk that U.S. federal authorities may enforce current U.S. federal 
law, which would adversely affect the Corporation. As a result of the inconsistency between state and 
federal law, there are a number of risks associated with the Corporation's existing and proposed operations 
in the U.S. Compliance with state and local laws does not absolve the Corporation of its liability under U.S. 
federal law. 

The Corporation is subject to anti-money laundering laws, banking regulations and lacks bankruptcy 
protection 

Under U.S. federal law, it may be a violation of federal anti-money laundering statutes for financial 
institutions to take more than $10,000 of proceeds from the sale of cannabis or for persons to deposit more 
than $10,000 of such proceeds in a financial institution or to conceal the source of the funds or put them 
back into criminal activity. Canadian banks are likewise hesitant to deal with cannabis companies due to 
the industry's uncertain legal and regulatory framework in the U.S. In February 2014, the Federal Crimes 
Enforcement Network of the U.S. Department of the Treasury ("FinCEN") issued a memorandum outlining 
how financial institutions can provide banking services to state-sanctioned cannabis businesses without 
violating the Bank Secrecy Act. Because of FinCEN's guidance creates onerous requirements for due 
diligence of customers and creating and filing suspicious activity reports, and the remaining federal criminal 
liability, many banks have chosen not to served the state licensed cannabis companies. 
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The U.S. DOJ continues to have the power to prosecute AML crimes, including in states that have legalized 
the applicable underlying conduct, and the U.S. DOJ's current enforcement priorities could change for any 
number of reasons, including a change in the opinions of the President of the U.S. or the U.S. Attorney 
General. A change in the U.S. DOJ's enforcement priorities could result in the U.S. DOJ prosecuting banks, 
financial institutions, or ancillary companies serving state-legal cannabis companies for crimes that 
previously were not prosecuted. 

The lack of banking and financial services presents unique and significant challenges to businesses 
operating in and ancillary to the cannabis industry. The potential lack of a secure place in which to deposit 
and store cash, the inability to pay creditors through the issuance of checks and the inability to secure 
traditional forms of operational financing, such as lines of credit, are some of the many challenges 
presented by the lack of traditional banking and financial services available to businesses operating in or 
ancillary to the cannabis industry.  

Additionally, the Corporation does not currently have protection under U.S. bankruptcy laws. U.S. 
bankruptcy laws were adopted to protect financially troubled businesses and to provide for orderly 
distributions to business creditors. All bankruptcy cases are handled in U.S. federal courts, and the U.S. 
DOJ has stated that it is the United States Trustee Program's ("USTP") position that no assets associated 
with the cannabis industry can be liquidated or restricted following bankruptcy without violating the Federal 
CSA. In addition, the Director of the USTP issued a letter to 1,100 trustees who administer bankruptcy 
cases urging the trustees to monitor and report to the U.S. DOJ cannabis companies looking to declare 
bankruptcy. 

If any of the Corporation's operations, or any proceeds thereof, any dividends or distributions therefrom, or 
any profits or revenues accruing from such operations in the U.S. are found to be in violation of money 
laundering legislation or otherwise, such transactions may be viewed as proceeds of crime under one or 
more of the statutes noted above or any other applicable legislation. This could restrict or otherwise 
jeopardize the ability of the Corporation to declare or pay dividends and could affect other distributions, 
including the Corporation's ability to transfer funds into Canada. Furthermore, while the Corporation has no 
current intentions to declare or pay dividends in the foreseeable future, if a determination was made that 
the Corporation's proceeds from operations (or any future operations or investments in the U.S.) could 
reasonably be shown to constitute proceeds of crime, the Corporation may decide, or be required, to 
suspend declaring or paying dividends without advance notice and for an indefinite period of time. 

Access to public and private capital may not be available 

The Corporation may have difficulty accessing the services of banks, which may make it difficult for the 
Corporation to operate. Since the use of cannabis is illegal under U.S. Federal Law, and in light of concerns 
in the banking industry regarding money laundering and other federal financial crime related to cannabis, 
U.S. banks have been reluctant to accept deposit funds from businesses involved with the cannabis 
industry. Consequently, businesses involved in the cannabis industry often have difficulty finding a bank 
willing to accept their business. Likewise, cannabis businesses have limited, if any, access to credit card 
processing services. As a result, cannabis businesses in the U.S. are largely cash-only. This complicates 
the implementation of financial controls and increases security issues. The inability to open or maintain 
bank accounts or take credit cards may make it difficult for the Corporation to operate. The lack of banking 
and financial services presents unique and significant challenges to businesses in the cannabis industry. 
The potential lack of a secure place in which to deposit and store cash, the inability to pay creditors through 
the issuance of cheques and the inability to secure traditional forms of operational financing, such as lines 
of credit, are some of the many challenges presented by the unavailability of traditional banking and 
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financial services. The Corporation has historically had access to equity and debt financing from the 
prospectus-exempt (private placement) markets in Canada, and anticipates that these financing options 
will continue to be available. The Corporation also anticipates access to public capital will continue to be 
available. Nevertheless, there can be no assurance that additional financing will be available to us when 
needed or on terms which are acceptable. The Corporation's inability to complete financings to fund capital 
expenditures or acquisitions could limit its growth and may have a material adverse effect upon future 
profitability. 

Negative operating cash flow  

The Corporation had negative operating cash flow in its most recent financial year. The Corporation's ability 
to generate positive operating cash flow will depend on a number of factors, including, among others, 
receipt and/or maintenance by the Corporation and its subsidiaries of required permits to operate the 
Corporation's business. To the extent the Corporation has negative cash flows in future periods, the 
Corporation may use a portion of its general working capital or seek additional equity financing to fund such 
negative cash flows. There is no assurance that additional capital or other types of financing will be available 
if needed or that these financings will be on terms at least as favourable to the Corporation as those 
previously obtained, or at all.  

Enforcement of cannabis laws may be subject to change 

As a result of the conflicting views between state legislatures and the U.S. federal government regarding 
cannabis, investments in cannabis businesses in the U.S. are subject to inconsistent legislation and 
regulation.  

Any legal proceedings involving the Corporation could involve significant restrictions imposed upon the 
Corporation or third parties, while diverting the attention of key executives. Such proceedings could have a 
material adverse effect on the Corporation, as well as the Corporation's reputation, even if such proceedings 
were concluded successfully in favor of the Corporation. In the extreme case, such proceedings could 
ultimately involve the prosecution of key executives of the Corporation or the seizure of corporate assets; 
however as of the date hereof, the Corporation believes that proceedings of this nature are remote. 

There is no certainty as to how the U.S. DOJ, Federal Bureau of Investigation and other U.S. federal 
government agencies will handle cannabis matters in the future. Further, in late 2020 the U.S. underwent 
a federal election, and in early 2021 Joe Biden became president of the U.S. Given the recent transition, it 
is still unclear and there can be no assurances that the Biden administration will not change the current 
enforcement policy and decide to strongly enforce the federal laws. The Corporation regularly monitors the 
activities of the current administration in this regard. 

For further information, please see the discussion of the U.S. regulatory framework under the section 
heading "Regulatory Overview – United States Federal Overview".  

Risks Related to the Corporation's Business 

The Corporation's business is highly regulated and evolving rapidly  

The Corporation operates in a new industry that is highly regulated and evolving rapidly. As such, new risks 
may emerge, and management may not be able to predict all risks or be able to predict how such risks may 
result in actual results differing from the results contained in any forward-looking statements. 
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The Corporation will incur ongoing costs and obligations related to regulatory compliance  

Failure to comply with applicable regulations may result in additional costs for corrective measures, 
penalties or restrictions of operations. In addition, changes in regulations, more vigorous enforcement 
thereof or other unanticipated events could require extensive changes to operations or increased 
compliance costs, or give rise to material liabilities, which could have a material adverse effect on the 
business, results of operations and financial condition of the Corporation.  

The Corporation's ability to expand its business in other jurisdictions is uncertain 

The Corporation intends to continue expanding its operations in its Emerging Markets. The ability of the 
Corporation to do so, from both an operational and regulatory perspective, is subject to significant 
uncertainty and risks. The Corporation will need to obtain and maintain licenses, permits and other 
authorizations to operate a business involving cannabis in these jurisdictions, and the Corporation cannot 
guarantee it will be able to do so successfully, or with the amount of time and resources that will be required 
to do so. In addition to regulatory uncertainty, the Corporation expects the cannabis market in the Emerging 
Markets to be highly competitive. The Corporation cannot provide any assurances that it will be able to 
successfully expand its business in these or other jurisdictions.  

The Corporation may acquire businesses or enter into strategic partnerships 

As part of the Corporation's business strategy, the Corporation may pursue strategic partnerships or acquire 
businesses that are complementary to the Corporation's current business operations. Such partnerships or 
acquisitions may expose the Corporation to particular risks, including risks associated with: (i) integrating 
new operations, services and personnel; (ii) unknown or undisclosed liabilities; (iii) diverting resources from 
existing business operations; (iv) potential inability to generate sufficient revenue to offset costs; (v) 
acquisition expenses; and (vi) potential loss of or harm to existing relationships with employees, 
consultants, vendors, suppliers, contractors, and other parties from the integration of new businesses. 
Furthermore, any proposed acquisitions or partnerships may require regulatory approval.  Issues arising 
from such partnerships or acquisitions could have a material adverse effect on the Corporation's business, 
financial conditions or results of operations. 

Laws will continue to change rapidly for the foreseeable future and local laws and ordinances could restrict 
the Corporation's business operations  

Local, state and federal laws and enforcement policies concerning cannabis-related conduct are changing 
rapidly and will continue to do so for the foreseeable future. There can be no assurance that existing state 
laws that legalize and regulate the production, sale and use of cannabis will not be repealed, amended or 
overturned. In addition, local governments have the ability to limit, restrict and ban cannabis-related 
businesses from operating within their jurisdictions. Land use, zoning, local ordinances and similar laws 
could be adopted or changed in a manner that makes it extremely difficult or impossible to transact business 
in certain jurisdictions. These potential changes in state and local laws are unpredictable and could have a 
material adverse effect on the Corporation's business.  

The Corporation's success depends on its ability to obtain and maintain required government licenses and 
permits 

Government licenses and permits are currently, and may in the future, be required in connection with the 
Corporation's operations. The Corporation's success depends on its ability to maintain and renew its 
licenses and permits. To the extent such licenses and permits are required and are not obtained or lapse, 
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the Corporation may be curtailed or prohibited from its proposed production of medical or adult-use 
cannabis or from proceeding with the development of its operations as currently anticipated.  

Failure to comply with applicable laws, regulations and permitting requirements may result in enforcement 
actions thereunder, including orders issued by regulatory or judicial authorities, causing operations to cease 
or be curtailed, and may include corrective measures requiring capital expenditures, installation of 
additional equipment or other remedial actions. The Corporation may be required to compensate those 
suffering loss or damage by reason of its operations and may have civil or criminal fines or penalties 
imposed on it for violations of applicable laws or regulations.  

Amendments to current laws, regulations and permits governing the production of medical and adult-use 
cannabis, or a more stringent implementation thereof, could have a material adverse impact on the 
Corporation and cause increases in expenses, capital expenditures or production costs, could cause a 
reduction in levels of production or could require abandonment or delays in development. Additionally, the 
Corporation's success is contingent upon many variables not in its control, including the interpretation of 
applicable requirements implemented by the relevant permitting or licensing authority. 

While the Corporation's compliance controls have been developed to mitigate the risk of any material 
violations of any license, permit, or certificate the Corporation holds, there is no guarantee that the 
Corporation's licenses, permits, or certificates will be renewed with the applicable regulatory authority in a 
timely manner. Any unexpected delays or costs associated with the permitting and licensing process may 
impede the Corporation's operations and have a material adverse effect on the Corporation's business, 
financial condition and results of operations or prospects.  

For further information, please see the discussion of the various U.S. states regulatory frameworks under 
the section heading "Regulatory Overview – Regulation of the Cannabis Market at State and Local Levels".  

The Corporation may be subject to heightened scrutiny by Canadian, U.S., and other regulatory authorities 

For the reasons set forth herein, the Corporation's existing investments and operations in the U.S., and any 
future investments and operations, may become the subject of heightened scrutiny by regulators, stock 
exchanges, third party service providers, financial institutions, depositories and other authorities in Canada, 
the U.S. or other jurisdictions. As a result, the Corporation may be subject to significant direct and indirect 
interaction with public officials. There can be no assurance that this heightened scrutiny will not in turn lead 
to the imposition of certain restrictions on the Corporation's ability to operate in U.S., Canada and other 
jurisdictions.  

On February 8, 2018, following discussions with the Canadian Securities Administrators and recognized 
Canadian securities exchanges, the TMX Group announced the signing of a memorandum of 
understanding ("MOU") with the Neo Exchange Inc., the CSE, the Toronto Stock Exchange and the TSX 
Venture Exchange. The MOU outlines the parties' understanding of Canada's regulatory framework 
applicable to the rules, procedures and regulatory oversight of the exchanges and CDS as it relates to 
issuers with cannabis-related activities in the U.S. The MOU confirms, with respect to the clearing of listed 
securities, that CDS relies on the stock exchanges to review the conduct of listed issuers. As a result, there 
is no CDS ban on the clearing of securities of issuers with cannabis-related activities in the U.S. However, 
there can be no guarantee that this approach to regulation will continue in the future. If such a ban were to 
be implemented at a time when the Common Shares are listed on a Canadian stock exchange, it would 
have a material adverse effect on the ability of holders of the Common Shares to make and settle trades. 
In particular, the Common Shares would become highly illiquid until an alternative was implemented, and 
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investors would have no ability to affect a trade of the Common Shares through the facilities of the 
applicable stock exchange. 

In light of the political and regulatory uncertainty surrounding the treatment of U.S. cannabis-related 
activities, including the rescission of the 2013 Cole Memorandum, on February 8, 2018 the Canadian 
Securities Administrators published Staff Notice 51-352 setting out the Canadian Securities Administrator's 
disclosure expectations for specific risks facing issuers with cannabis-related activities in the U.S. Staff 
Notice 51-352 includes additional disclosure expectations that apply to all issuers with U.S. cannabis-
related activities, including those with direct and indirect involvement in the cultivation and distribution of 
cannabis, as well as issuers that provide goods and services to third parties involved in the U.S. cannabis 
industry. For these reasons, the Corporation's operations in the U.S. cannabis market may subject the 
Corporation to heightened scrutiny by regulators, stock exchanges, clearing agencies and other Canadian 
and U.S. authorities. 

Border crossing for non-U.S. residents may create additional challenges 

Although cannabis use and sale is legal and regulated in numerous U.S. states, individuals who are not 
U.S. residents and are employed or involved with licensed cannabis companies could be denied entry or 
face lifetime bans from the U.S. for their involvement with such companies. There has been increasing 
anecdotal evidence of non-U.S. residents who are involved in the cannabis industry being denied entry at 
the U.S. border or facing lifetime bans from the U.S. after disclosing to U.S. border officials the nature of 
their involvement. The Board of Directors (the "Board") is made up of both U.S. and non-U.S. residents, so 
there is no guarantee that certain members of the Board would not be subject to such denials or bans. 
Should a director be prevented from entering the U.S., either in one instance or permanently, their ability 
to serve the Corporation as a board member could be hindered. This could equally impact any other non-
U.S. resident involved with the Corporation, including, but not limited to, both investors and employees.  

Risks related to the COVID-19 pandemic 

The novel coronavirus commonly referred to as  "COVID-19" was identified in December 2019 in Wuhan, 
China. On January 30, 2020, the World Health Organization declared the outbreak a global health 
emergency, and on March 11, 2020, the spread of COVID-19 was declared a pandemic by the World Health 
Organization. On March 13, 2020, the spread of COVID-19 was declared a national emergency by former 
U.S. President Donald Trump. The outbreak has spread throughout Europe, the Middle East and North 
America, causing companies and various international jurisdictions to impose restrictions such as 
quarantines, business closures and travel restrictions. The impacts of COVID-19 are still being seen 
throughout the world, and the rise of COVID-19 variants continues to pose a threat on businesses. The 
duration of the business disruptions internationally and related financial impact cannot be reasonably 
estimated at this time. The Corporation has attempted to assess the impact of the pandemic by identifying 
risks in the following principle areas: (a) mandatory closures; (b) customer impact; (c) supply chain 
disruption; (d) staffing disruption; and (e) regulatory blocking. 

Further, the Corporation may need to reduce its workforce. For example, if employees' concerns over 
potential exposure to COVID-19 or social distancing measures imposed by governments require employees 
to shelter-in-place, the Corporation's revenue could be adversely impacted and a result, the Corporation 
may be required to reduce its workforce in response. Furthermore, self-quarantine of any employees who 
potentially came into contact with the coronavirus disease or general viral health issues may result in 
employee shortages at the Corporation's facilities. The Corporation's business is generally not the type of 
business that can operate with employees working remotely; therefore, given the uncertainty around the 
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severity and length of COVID-19, the Corporation cannot reasonably estimate the impact to the 
Corporation's financial condition or results of operations or prospects in the event of a reduced workforce. 

The Corporation is actively addressing the risk to business continuity through the implementation of a broad 
range of measures throughout its structure and is reassessing its response to COVID-19 on an ongoing 
basis. The above risks individually or collectively may have a material impact on the Corporation's ability to 
generate revenue. Implementing measures to remediate the risks identified above may materially increase 
our costs of doing business, reduce our margins and potentially result in losses. While the Corporation is 
not currently in financial distress, if the Corporation's financial situation materially deteriorates as a result 
of the impact of the pandemic, the Corporation could eventually be unable to meet its obligations to third 
parties, which in turn could lead to insolvency and bankruptcy of the Corporation. 

The retail and wholesale prices of cannabis products may decline 

Due to intense competition in the cannabis market, the retail and wholesale prices of cannabis products 
may significantly decline and may further decline as a result of COVID-19. The Corporation's operating 
income may be significantly and adversely affected by a decline in the price of cannabis and will be sensitive 
to changes in the overall condition of the cannabis industry the states and jurisdictions in which it operates.  

Legalization of Hemp under the 2018 Farm Bill may affect the cannabis market 

On December 20, 2018, former President Trump signed into law the 2018 Farm Bill, which changed hemp's 
legal status by removing hemp and extracts of hemp from the CSA schedules. Accordingly, the production, 
sale, and possession of hemp or extracts of hemp no longer violate the CSA.  Under the 2018 Farm Bill, 
hemp is defined as "the plant Cannabis sativa L. and any part of that plant, including the seeds thereof and 
all derivatives, extracts, cannabinoids, isomers, acids, salts, and salts of isomers, whether growing or not, 
with a delta-9 tetrahydrocannabinol concentration of not more than 0.3% on a dry weight basis". The 2018 
Farm Bill allows hemp cultivation under state plans approved by the USDA or under USDA regulations in 
states that have legalized hemp but not implemented their own regulations. As of March 2021, the USDA 
had approved 23 state plans and 41 tribal plans, and confirmed that 20 other states would continue to 
operate under their 2014 hemp pilot programs. 

At the federal level, however, cannabis remains a Schedule I controlled substance under the Federal CSA. 
Under U.S. federal law, a Schedule I drug or substance has a high potential for abuse, no accepted medical 
use and a lack of accepted safety for use under medical supervision. As such, the manufacture, importation, 
possession, use or distribution of cannabis remains illegal under U.S. federal law. This has created a 
dichotomy between state and federal law, whereby many states have elected to regulate and remove state-
level penalties regarding a substance which is still illegal at the federal level. The Corporation's U.S. 
cannabis operations are illegal under U.S. federal law and the enforcement of relevant laws remains a risk. 

The Corporation relies on international advisors and consultants 

The legal and regulatory requirements in the foreign counties in which the Corporation operates with respect 
to the cultivation and sale of cannabis, banking systems and controls, and local business culture and 
practices are different from those in Canada and the U.S. The Corporation's officers and directors must rely 
on local legal counsel and consultants to keep abreast of material legal, regulatory and governmental 
developments as they pertain to and affect the Corporation's business operations. The Corporation also 
relies on the advice of local experts and professionals in connection with current and new regulations that 
develop in respect of the cultivation and sale of cannabis as well as banking, financing, labour, litigation 
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and tax matters in these jurisdictions. Any developments or changes in such legal, regulatory or 
governmental requirements or in local business practices are beyond the Corporation's control. The impact 
of any such changes may adversely affect the Corporation's business, financial condition, or results of 
operations. 

The Corporation will require additional financing 

The Corporation will require equity and/or debt financing to support on-going operations, to undertake 
capital expenditures or to undertake acquisitions or other business combination transactions. There can be 
no assurance that additional financing will be available to the Corporation when needed or on terms which 
are acceptable. The Corporation's inability to raise financing to fund on-going operations, capital 
expenditures or acquisitions could limit its growth and may have a material adverse effect upon the 
Corporation's business, results of operations, financial condition or prospects. 

If additional funds are raised through further 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 the Common Shares. 

Depending on the availability of traditional banking services to the Corporation, the Corporation may enter 
into one or more credit facilities with one or more lenders in order to finance the acquisition of the 
Corporation's investments. It is anticipated that any such credit facility will contain a number of common 
covenants that, among other things, might restrict the ability of the Corporation to: (i) acquire or dispose of 
assets or businesses; (ii) incur additional indebtedness; (iii) make capital expenditures; (iv) make cash 
distributions; (v) create liens on assets; (vi) enter into leases, investments or acquisitions; (vii) engage in 
mergers or consolidations; or (viii) engage in certain transactions with affiliates, and otherwise restrict 
activities of the Corporation (including its ability to acquire additional investments, businesses or assets, 
certain changes of control and asset sale transactions) without the consent of the lenders. In addition, such 
a credit facility would likely require the Corporation to maintain specified financial ratios and comply with 
tests, including minimum interest coverage ratios, maximum leverage ratios, minimum net worth and 
minimum equity capitalization requirements. Such restrictions may limit the Corporation's ability to meet 
targeted returns and reduce the amount of cash available for investment. Moreover, the Corporation may 
incur indebtedness under credit facilities that bear interest at a variable rate. Economic conditions could 
result in higher interest rates, which could increase debt service requirements on variable rate debt and 
could reduce the amount of cash available for the Corporation's purposes. 

The Corporation has limited operating history and faces the risks associated with any new business 
operating in a competitive industry  

As a high growth enterprise, the Corporation does not have a history of profitability. The Corporation is 
therefore subject to many of the risks common to early-stage enterprises, including undercapitalization, 
cash shortages, limitations with respect to personnel, financial, and other resources and lack of revenues. 
There is no assurance that the Corporation 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. 

Any financial projections and business plans reflect the Corporation's intentions and estimates, but they 
may not be realized and are subject to change in all respects 

Any financial projections and business plans that the Corporation has performed are based on a variety of 
estimates and assumptions, which may not be realized and are inherently subject to significant business, 
economic, legal, regulatory and competitive uncertainties, many of which are beyond the Corporation's 
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control. There can be no assurance that any such projections and plans will be realized, and actual results 
may materially differ from such projections and plans. 

Customers for the Corporation's U.S. cannabis business are limited 

The customers of the Corporation's U.S. cannabis business are limited to other licensed cannabis 
businesses within the states in which it operates. The sale of cannabis and cannabis-related products 
across state lines in the U.S. is not permitted. Consequently, the Corporation has a limited customer base. 

The Corporation's business is highly competitive 

The regulated cannabis market is intense, rapidly evolving and competitive. There can be no assurance 
that the Corporation's competitors, some of which have longer operating histories and more resources than 
the Corporation, will not develop products and services that achieve greater market share than the 
Corporation's products and services. Such competitive forces could have a material adverse impact on the 
Corporation's business, financial condition and results of operations. 

The Corporation will not be able to deduct many normal business expenses for U.S. federal income tax 
purposes 

Under Section 280E of the U.S. Internal Revenue Code ("Section 280E"), many normal business expenses 
incurred in the production and sale of cannabis and its derivatives are not deductible in calculating U.S. 
federal income tax liability. As a result, businesses that are subject to Section 280E have significantly higher 
tax expenses than non-Section 280E businesses and often owe federal income taxes even if the business 
is not profitable. The application of Section 280E likely will have a material adverse effect on the 
Corporation's U.S. federal income tax obligations. 

The Corporation is a U.S. domestic corporation for U.S. federal income tax purposes 

The Corporation, which is and will continue to be a Canadian company as of the date hereof, generally 
would be classified as a non-United States company under general rules of United States federal income 
taxation. Section 7874 of the U.S. Tax Code, however, contains rules that can cause a non-United States 
company to be taxed as a United States company for United States federal income tax purposes. Under 
section 7874 of the U.S. Tax Code, a company created or organized outside the United States. (i.e., a non-
United States company) will nevertheless be treated as a United States company for United States federal 
income tax purposes (such treatment is referred to as an "Inversion") if each of the following three 
conditions are met: (i) the non-United States company acquires, directly or indirectly, or is treated as 
acquiring under applicable United States Treasury Regulations, substantially all of the assets held, directly 
or indirectly, by a United States company, (ii) after the acquisition, the former stockholders of the acquired 
United States Corporation hold at least 80% (by vote or value) of the shares of the non-United States 
company by reason of holding shares of the United States acquired company, and (iii) after the acquisition, 
the non-United States company's expanded affiliated group does not have substantial business activities 
in the non- United States company's country of organization or incorporation when compared to the 
expanded affiliated group's total business activities. 

For this purpose, "expanded affiliated group" means a group of corporations where (i) the non-United States 
corporation owns stock representing more than 50% of the vote and value of at least one member of the 
expanded affiliated group, and (ii) stock representing more than 50% of the vote and value of each member 
is owned by other members of the group. The definition of an "expanded affiliated group" includes 
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partnerships where one or more members of the expanded affiliated group own more than 50% (by vote 
and value) of the interests of the partnership. 

The Corporation intends to be treated as a United States company for United States federal income tax 
purposes under section 7874 of the U.S. Tax Code and is expected to be subject to United States federal 
income tax on its worldwide income. However, for Canadian tax purposes, the Corporation is expected, 
regardless of any application of section 7874 of the U.S. Tax Code, to be treated as a Canadian resident 
company (as defined in the Income Tax Act (Canada)) for Canadian income tax purposes. As a result, the 
Corporation will be subject to taxation both in Canada and the United States, which could have a material 
adverse effect on its financial condition and results of operations. 

Third-party service providers could suspend or withdraw services as a result of the Corporation's cannabis 
business 

As a result of any adverse change to the approach in enforcement of U.S. cannabis laws, adverse regulatory 
or political change, additional scrutiny by regulatory authorities, adverse changes in public perception in 
respect of the consumption of cannabis or otherwise, third-party service providers to the Corporation could 
suspend or withdraw their services, which may have a material adverse effect on the Corporation's 
business, revenues, operating results, financial condition or prospects. 

Courts may not enforce the Corporation's contracts 

It is a fundamental principle of law that a contract will not be enforced if it involves a violation of law or public 
policy. Because cannabis remains illegal in the U.S. at the federal level, judges in multiple U.S. states have 
on a number of occasions refused to enforce contracts for the repayment of money when the loan was used 
in connection with activities that violate U.S. federal law, even if there was no violation of state law. There 
remains doubt and uncertainty that the Corporation will be able to legally enforce contracts it enters into, if 
necessary. The Corporation cannot be assured that it will have a remedy for breach of contract, which could 
have a material adverse effect on the Corporation. 

The Corporation faces possible competition from synthetic cannabis production and technological 
advances 

The pharmaceutical industry may attempt to enter the cannabis industry, and in particular, the medical 
cannabis industry, through the development and distribution of synthetic products that emulate the effects 
of and treatment provided by naturally-occurring cannabis. If synthetic cannabis products are widely 
adopted, the widespread popularity of such synthetic cannabis products could change the demand, volume 
and profitability of the cannabis industry. This could adversely affect the ability of the Corporation to secure 
long-term profitability and success through the sustainable and profitable operation of its business.  

There are risks inherent in an agricultural business 

Cannabis is an agricultural product. There are risks inherent in the agricultural business, such as damage 
to crops caused by insects, plant diseases, pesticide contamination and similar agricultural risks. There can 
be no assurance that such elements will not have a material adverse effect on the production of the 
Corporation's products. 
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Some of the Corporation's supply of cannabis source material are acquired from third parties  

The Corporation does not cultivate sufficient cannabis to supply itself with enough cannabis source material 
to operate its manufacturing business. Currently, the Corporation acquires some of its cannabis source 
material from third parties. There can be no assurance that there will continue to be a sufficient amount of 
cannabis source material available to the Corporation to continue operating its manufacturing business. 
Specifically, the impact of COVID-19 may adversely impact the Corporation's third-party suppliers, resulting 
in an insufficient supply of cannabis source material. Additionally, the price of cannabis source material 
may rise which would increase the Corporation's cost of goods. If the Corporation became unable to acquire 
cannabis source material or if the price of cannabis source material increased, it could have a material 
adverse impact on the business of the Corporation, its financial condition and results from operations. 

The Corporation's success depends on the skills and expertise of its officers, key employees and advisors 

The Corporation's success substantially depends on the skills, talents, abilities and continued services of 
its officers, key employees and advisors. There is no guarantee that the Corporation's officers and 
employees will manage its business successfully.  

The Corporation's success depends on its ability to hire and retain additional qualified individuals 

The Corporation's success substantially depends on its ability to hire and retain individuals to implement its 
business plan. There is no assurance that the Corporation will be able to hire or retain qualified individuals, 
or that the individuals hired will be able to successfully implement its business plan. 

Environmental risk and regulation could adversely affect the Corporation's operations 

The Corporation's operations are subject to environmental regulation in the various jurisdictions in which it 
operates. These regulations mandate, among other things, the maintenance of air and water quality 
standards and land reclamation. They also set forth limitations on the generation, transportation, storage 
and disposal of solid and hazardous waste. Environmental legislation is evolving in a manner which may 
require stricter standards and enforcement, increased fines and penalties for non-compliance, more 
stringent environmental assessments of proposed projects and a heightened degree of responsibility for 
companies and their officers, directors and employees. There is no assurance that future changes in 
environmental regulation, if any, will not adversely affect the Corporation's business, revenues, operating 
results, financial condition or prospects.  

Public opinion, consumer perception or unfavorable publicity could influence the regulation of the cannabis 
industry 

Public opinion may also significantly influence the regulation of the cannabis industry in Canada, the U.S. 
or elsewhere. Public opinion and support for medical and adult-use cannabis has traditionally been 
inconsistent and has varied from jurisdiction to jurisdiction. A negative shift in the public's perception of 
cannabis in the U.S., Canada or any other applicable jurisdiction could affect future legislation or regulation 
of cannabis. Among other things, such a shift could cause state jurisdictions to abandon initiatives or 
proposals to legalize medical and/or adult-use cannabis, thereby limiting the number of new jurisdictions 
into which the Corporation could expand. A shift in public opinion or consumer perception may have a 
material adverse effect on the Corporation. Additionally, unfavorable publicity concerning the safety, 
efficacy or quality of cannabis could affect public opinion or consumer perception even if a consumer 
experienced negative or harmful effects from cannabis products due to the consumer's failure to use such 
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products appropriately. Any inability to fully implement the Corporation's expansion strategy may have a 
material adverse effect on the Corporation's business, financial condition or results of operations. 

The Corporation may face product liability claims 

As a producer and manufacturer of products designed for ingestion by humans, the Corporation faces an 
inherent risk of exposure to product liability claims, regulatory action, and litigation if the products are 
alleged to have caused significant injury or loss. Additionally, the manufacture and sale of cannabis involves 
risk of injury to consumers due to tampering by unauthorized third parties or by product contamination. 
Previously unknown adverse reactions resulting from human consumption of products sold or marketed by 
the Corporation, alone or in combination with other medications and substances, could occur. The 
Corporation may also be subject to product liability claims alleging that the cannabis product that caused 
injury or illness included inadequate instructions for the use of the product, or included inadequate warnings 
concerning possible side effects of or interactions with other substances.  A product liability claim or 
regulatory action against the Corporation could adversely affect the Corporation's reputation with its clients 
and consumers generally, and could result in a material adverse effect on the business, results of 
operations or prospects of the Corporation. There can be no assurance that the Corporation will be able to 
maintain product liability insurance on acceptable terms or with adequate coverage against potential 
liabilities. Such insurance is expense and may not be available in the future on acceptable terms or at all. 
The inability to maintain sufficient insurance coverage on reasonable terms or to otherwise protect against 
potential product liability claims may have a material adverse effect on the Corporation. 

Product recalls could adversely affect the Corporation's operations 

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 malfunctioning hardware, packaging safety and 
inadequate or inaccurate labeling disclosure. If any of the Corporation's products are recalled due to an 
alleged product defect or for any other reason, the Corporation could be required to incur the unexpected 
expense of the recall and any legal proceedings that might arise in connection with the recall. The 
Corporation 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. 
Recall of products could lead to adverse publicity, decreased demand for the Corporation's products and 
could have significant reputational and brand damage. Although the Corporation has detailed procedures 
in place for testing its products, there can be no assurance that any quality problems will be detected in 
time to avoid unforeseen product recalls, regulatory action or lawsuits. A recall for any of the foregoing 
reasons could lead to decreased demand for the Corporation's products and could have a material adverse 
effect on the results of operations and financial condition of the Corporation. Additionally, product recalls 
may lead to increased scrutiny of the Corporation's operations by regulatory agencies, requiring further 
management attention and potential legal fees and other expenses. 

Results of future clinical research could influence the regulation of the cannabis industry and may have an 
adverse effect on the Corporation's business 

The Corporation believes the medical and adult-use cannabis industries are highly dependent upon 
consumer perception regarding the safety, efficacy and quality of cannabis. Consumer perception can be 
significantly influenced by scientific research or findings, regulatory investigations, litigation, media attention 
and other publicity regarding the consumption of cannabis products. There can be no assurance that future 
scientific research or findings, regulatory investigations, litigation, media attention or other publicity will be 
favorable to the cannabis industry or any particular product, or consistent with earlier publicity. Future 
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research reports, findings, regulatory investigations, litigation, media attention or other publicity may not be 
favorable to the cannabis industry  or any particular product and may be inconsistent with publicity which 
could result in a material impact on the demand for cannabis and thus, on the business, results of 
operations, financial condition, cash flows or prospects of the Corporation. Further, adverse publicity reports 
or other media attention regarding the safety, efficacy and quality of cannabis in general, or associating the 
consumption of medical and adult-use cannabis with illness or other negative effects or events, could have 
a material adverse effect on the business, financial condition or results of operations of the Corporation. 

The Corporation is reliant on key inputs to manufacture its products, and changes in the availability or 
pricing of such key inputs could adversely affect the Corporation's operations 

The Corporation's cannabis business is dependent on a number of key inputs, including raw materials and 
supplies related to growing operations, as well as electricity, water and other local utilities. Any significant 
interruption or negative change in the availability or economics of the supply chain for key inputs could 
materially impact the business, financial condition, results of operations or prospects of the Corporation. 
For instance, COVID-19 may adversely impact the Corporation's supply chain for key inputs. Some of these 
inputs may be available from only a single supplier or a limited group of suppliers. If a sole source supplier 
was to go out of business, the Corporation might be unable to find a replacement for such source in a timely 
manner or at all. If a sole source supplier were to be acquired by a competitor, that competitor may elect 
not to sell to the Corporation in the future. Any inability to secure required supplies and services or to do so 
on reasonable terms could have a material adverse effect on the business, financial condition, results of 
operations or prospects of the Corporation. 

The Corporation may not be able to adequately protect its intellectual property 

The Corporation may have certain proprietary intellectual property, including but not limited to brands, 
trademarks, trade names, patents and proprietary processes. The Corporation relies upon copyrights, 
patents, trade secrets, unpatented proprietary know-how and continuing innovation to protect the intangible 
property, technology and information that is considered important to the development of the business. The 
Corporation relies on various methods to protect its proprietary rights, including confidentiality agreements 
with consultants, service providers and management that contain terms and conditions prohibiting 
unauthorized use and disclosure of confidential information. However, despite efforts to protect intangible 
property rights, unauthorized parties may attempt to copy or replicate intangible property, technology or 
processes. There can be no assurances that the steps taken by the Corporation to protect its intangible 
property, technology and information will be adequate to prevent misappropriation or independent third-
party development of the Corporation's intangible property, technology or processes. It is likely that other 
companies can duplicate a production process similar to the Corporation's. Other companies may also be 
able to materially duplicate the Corporation's proprietary products. To the extent that any of the above would 
occur, revenue could be negatively affected, and in the future, the Corporation may have to litigate to 
enforce its intangible property rights, which could result in substantial costs and divert management's 
attention and other resources. 

The Corporation's ability to successfully implement its business plan depends in part on its ability to obtain, 
maintain and build brand recognition using its trademarks, service marks, trade dress, domain names and 
other intellectual property rights, including the Corporation's names and logos. If the Corporation's efforts 
to protect its intellectual property are unsuccessful or inadequate, or if any third party misappropriates or 
infringes on its intellectual property, the value of its brands may be harmed, which could have a material 
adverse effect on the Corporation's business and might prevent its brands from achieving or maintaining 
market acceptance. 
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The Corporation may be unable to obtain registrations for its intellectual property rights for various reasons, 
including refusal by regulatory authorities to register trademarks or other intellectual property protections, 
prior registrations of which it is not aware, or it may encounter claims from prior users of similar intellectual 
property in areas where it operates or intends to conduct operations. This could harm its image, brand or 
competitive position and cause the Corporation to incur significant penalties and costs. 

Intellectual property claims 

Companies in the retail and wholesale industries frequently own trademarks and trade secrets and often 
enter into litigation based on allegations of infringement or other violations of intangible property rights. The 
Corporation may be subject to intangible property rights claims in the future and its products may not be 
able to withstand any third-party claims or rights against their use. Any intangible property claims, with or 
without merit, could be time consuming, expensive to litigate or settle and could divert management's 
resources and attention. An adverse determination also could prevent the Corporation from offering its 
products to others and may require that the Corporation procure substitute products or services. 

With respect to any intangible property rights claim, the Corporation may have to pay damages or stop 
using intangible property found to be in violation of a third party's rights. The Corporation may have to seek 
a license for the intangible property, which may not be available on reasonable terms and may significantly 
increase operating expenses. The technology also may not be available for license at all. As a result, the 
Corporation may also be required to pursue alternative options, which could require significant effort and 
expense. If the Corporation cannot license or obtain an alternative for the infringing aspects of its business, 
it may be forced to limit product offerings and may be unable to compete effectively. Any of these results 
could harm the Corporation's brand and prevent it from generating sufficient revenue or achieving 
profitability. 

The Corporation's insurance coverage may not sufficiently cover claims against the Corporation  

Although the Corporation maintains insurance to protect against certain risks in amounts that it considers 
to be reasonable, its insurance does not cover all the potential risks associated with its operations. The 
Corporation may also be unable to maintain insurance to cover these risks at economically feasible 
premiums. Insurance coverage may not continue to be available or may not be adequate to cover any 
resulting liability. Moreover, insurance against risks such as environmental pollution or other hazards 
encountered in the Corporation's operations are not generally available on acceptable terms. The 
Corporation might also become subject to liability for pollution or other hazards which may not be insured 
against or which the Corporation may elect not to insure against because of premium costs or other 
reasons. Losses from these events may cause the Corporation to incur significant costs that could have a 
material adverse effect upon its business, results of operations, financial condition or prospects.  

Competitive product risks 

The market is characterized by a growing number of new market entrants competing in the same product 
categories as the Corporation. As such there is considerable competition in the market place. 

Additionally, there is potential that the industry will undergo consolidation, creating larger companies that 
may have increased geographic scope and other economies of scale. Increased competition by larger, 
better-financed competitors with geographic or other structural advantages could materially and adversely 
affect the Corporation's business, financial condition and results of operations. 
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To remain competitive, the Corporation will require a continued level of investment in research and 
development, marketing, sales and client support. The Corporation may not have sufficient resources to 
maintain research and development, marketing, sales and client support efforts on a competitive basis 
which could materially and adversely affect the business, financial condition and results of operations of 
the Corporation. 

To succeed in the marketplace the Corporation needs to differentiate itself which it has done via innovative 
design and technology. 

Brand perception 

The Corporation believes its industry is highly dependent upon consumer perception regarding the safety, 
efficacy and quality of its products and perceptions of regulatory compliance. Consumer perception of the 
Corporation's products can be significantly influenced by scientific research or findings, regulatory 
investigations, litigation, media attention and other publicity. There can be no assurance that future scientific 
research, findings, regulatory proceedings, litigation, media attention or other research findings or publicity 
will be favourable to the 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 favourable than, or that question, earlier research reports, findings or publicity could have 
a material adverse effect on the demand for the Corporation's products and the business, results of 
operations, financial condition and cash flows of the Corporation. In particular, vaporizers, electronic 
cigarettes and related products have only recently been developed and the long-term effects have yet to 
be examined. Currently, there is no way of knowing whether these products are safe for their intended use. 
If the scientific community were to determine conclusively that use of any or all of these products pose long-
term health risks, market demand for these products and their use could materially decline. 

The Corporation's 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 the Corporation, the demand for products, and the 
business, results of operations, financial condition and cash flows of the Corporation. Further, adverse 
publicity reports or other media attention regarding the safety, efficacy and quality of cannabis-related 
products in general, or the Corporation's products specifically, or associating the consumption of cannabis-
related products with illness or other negative effects or events, could have such a material adverse effect. 

Ongoing controversy surrounding vaporizers and vaporizer products may materially and adversely affect 
the market for vaporizer products and expose the Company to litigation and additional regulation  

There have been a number of highly publicized cases involving lung and other illnesses and deaths that 
appear to be related to vaporizer devices and/or products used in such devices (such as vaporizer liquids). 
The focus is currently on the vaporizer devices, the manner in which the devices were used and the related 
vaporizer device products - THC, nicotine,  other  substances  in  vaporizer  liquids,  possibly  adulterated  
products  and  other  illegal  unlicensed  cannabis vaporizer  products.  Some  states  and  cities  in  the  
United  States  have  already  taken  steps  to  prohibit  the  sale  or distribution of vaporizers, restrict the 
sale and distribution of such products or impose restrictions on flavours or use of such vaporizers. This 
trend may continue, accelerate and expand. This controversy could well extend to non-nicotine vaporizer 
devices and other product formats. Any such extension could materially and adversely affect the Company's 
business, financial condition, operating results, liquidity, cash flow and operational performance. Litigation 
pertaining to vaporizer products is accelerating and that litigation could potentially expand to include the 
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Company's products, which would materially and adversely affect the Company's business, financial 
condition, operating results, liquidity, cash flow and operational performance. 

The Corporation's directors and officers may have a conflict of interest due to their involvement in other 
businesses 

Certain of the Corporation's directors and officers are involved with other business ventures that may be 
competitive with the Corporation's business. Situations may arise where the personal interests of these 
directors and officers conflict with or diverge from the Corporation's interests. In accordance with applicable 
corporate law, directors who have a material interest in or who are parties to a material contract or a 
proposed material contract with the Corporation are required, subject to certain exceptions, to disclose that 
interest and generally abstain from voting on any resolution to approve such contracts. In addition, directors 
and officers are required to act honestly with a view to the Corporation's best interests. However, in conflict 
of interest situations, the Corporation's directors and officers may owe the same duty to another company 
and will need to balance their competing interests with their duties to the Corporation. Circumstances 
(including future corporate opportunities) may arise that may be resolved in a manner that is unfavorable 
to the Corporation.  

The Corporation faces risks associated with potential acquisitions 

As part of the Corporation's overall business strategy, the Corporation intends to pursue select strategic 
acquisitions, which would provide additional product offerings, vertical integrations, additional industry 
expertise and a stronger industry presence in both existing and new jurisdictions. The success of any such 
acquisitions will depend, in part, on the ability of the Corporation to realize the anticipated benefits and 
synergies from integrating those companies into the businesses of the Corporation. Future acquisitions 
may expose the Corporation to potential risks, including risks associated with: (i) the integration of new 
operations, services and personnel, (ii) unforeseen or hidden liabilities, (iii) the diversion of resources from 
the Corporation's existing business and technology, (iv) potential inability to generate sufficient revenue to 
offset new costs, (v) the expense of acquisitions, and (vi) the potential loss of or harm to relationships with 
both employees and existing customers resulting from its integration of new businesses. In addition, any 
proposed or ongoing acquisitions will be subject to the satisfaction of certain closing conditions, including 
any necessary regulatory approvals. There can be no assurance that such closing conditions will be 
satisfied or that such ongoing or proposed acquisitions will be completed. 

While the Corporation intends to conduct reasonable due diligence in connection with such strategic 
acquisitions, there are risks inherent in any acquisition. Specifically, there could be unknown or undisclosed 
risks or liabilities of such companies for which the Corporation is not sufficiently indemnified. Any such 
unknown or undisclosed risks of liability could materially and adversely affect the Corporation's financial 
performance and result of operations. The Corporation could encounter additional transaction and 
integration related costs or other factors such as failure to realize all of the benefits from the acquisition. All 
of these factors could cause dilution to the Corporation's earnings per share or decrease or delay the 
anticipated accretive effect of the acquisition and cause a decrease in the market price of the Common 
Shares. 

The Corporation may not be able to successfully integrate and combine the operations, personnel and 
technology infrastructure of any such strategic acquisition with its existing operations. If integration is not 
managed successfully by the Corporation's management, the Corporation may experience interruptions in 
its business activities, deterioration in its employee and customer relationships, increased costs of 
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integration and harm to its reputation, all of which could have a material adverse effect on the Corporation's 
business, financial condition and results of operations. 

The Corporation faces risks associated with legal, regulatory or political change 

The success of the business strategy of the Corporation depends on the legality of the cannabis industry. 
The political environment surrounding the cannabis industry in general can be volatile and the regulatory 
framework remains in flux. To the Corporation's knowledge, there are to date a total of 33 states, and the 
District of Columbia, Puerto Rico, the U.S. Virgin Islands, the Northern Mariana Islands and Guam, that 
have legalized cannabis in some form, including California, Nevada and Oregon, and additional states have 
pending legislation regarding the same; however, the risk remains that a shift in the regulatory or political 
realm could occur and have a drastic impact on the industry as a whole, adversely impacting the 
Corporation's business, results of operations, financial condition or prospects. 

Delays in enactment of new state or federal regulations could restrict the ability of the Corporation to reach 
strategic growth targets and lower return on investor capital. The strategic growth strategy of the 
Corporation is reliant upon certain federal and state regulations being enacted to facilitate the legalization 
of medical and adult-use cannabis. If such regulations are not enacted, or enacted but subsequently 
repealed or amended, or enacted with prolonged phase-in periods, the growth targets of the Corporation, 
and thus, the effect on the return of investor capital, could be detrimental. The Corporation is unable to 
predict with certainty when and how the outcome of these complex regulatory and legislative proceedings 
will affect its business and growth. 

Further, there is no guarantee that state laws legalizing and regulating the sale and use of cannabis will not 
be repealed or overturned, or that local governmental authorities will not limit the applicability of state laws 
within their respective jurisdictions. If the federal government begins to enforce federal laws relating to 
cannabis in states where the sale and use of cannabis is currently legal, or if existing applicable state laws 
are repealed or curtailed, the Corporation's business, results of operations, financial condition and 
prospects would be materially adversely affected. It is also important to note that local and city ordinances 
may strictly limit and/or restrict disbursement of cannabis in a manner that will make it extremely difficult or 
impossible to transact business that is necessary for the continued operation of the cannabis industry. 
Federal actions against individuals or entities engaged in the cannabis industry or a repeal of applicable 
cannabis related legislation could adversely affect the Corporation and its business, results of operations, 
financial condition and prospects. 

The Corporation is aware that multiple states are considering special taxes or fees on businesses in the 
cannabis industry. It is a potential yet unknown risk at this time that other states are in the process of 
reviewing such additional fees and taxation. This could have a material adverse effect upon the 
Corporation's business, results of operations, financial condition or prospects. 

The commercial medical and adult-use cannabis industry is in its infancy and the Corporation anticipates 
that such regulations will be subject to change as the jurisdictions in which the Corporation does business 
matures. Overall, the medical and adult-use cannabis industry is subject to significant regulatory change at 
both the state and federal level. The inability of the Corporation to respond to the changing regulatory 
landscape may cause it to not be successful in capturing significant market share and could otherwise harm 
its business, results of operations, financial condition or prospects. 
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The Corporation faces risks related to co-investment 

The Corporation may co-invest in one or more investments with certain strategic investors and/or other 
third parties through joint ventures or other entities, which parties in certain cases may have different 
interests or superior rights to those of the Corporation, although it is the general intent of the Corporation 
to retain superior rights associated with its investments. Although it is the Corporation's intent to retain 
control and other superior rights over the Corporation's investments, under certain circumstances it may be 
possible that the Corporation relinquishes such rights over certain of its investments and, therefore, may 
have a limited ability to protect its position therein. In addition, even when the Corporation does maintain a 
control position with respect to its investments, the Corporation's investments may be subject to typical 
risks associated with third-party involvement, including the possibility that a third-party may have financial 
difficulties resulting in a negative impact on such investment, may have economic or business interests or 
goals that are inconsistent with those of the Corporation, or may be in a position to take (or block) action in 
a manner contrary to the Corporation's objectives. The Corporation may also, in certain circumstances, be 
liable for the actions of its third-party partners or co-investors. Co-investments by third parties may or may 
not be on substantially the same terms and conditions as the Corporation, and such different terms may be 
disadvantageous to the Corporation. 

The Corporation faces difficulty in forecasting sales 

The Corporation must rely largely on its own market research to forecast sales as detailed forecasts are 
not generally obtainable from other sources at this early stage of the industry. A failure in the demand for 
its products to materialize as a result of competition, technological change or other factors could have a 
material adverse effect on the business, results of operations, financial condition or prospects of the 
Corporation. 

Reliable data on the medical and adult-use cannabis industry is not available 

As a result of recent and ongoing regulatory and policy changes in the medical and adult-use cannabis 
industry, the market data available is limited and unreliable. Federal and state laws prevent widespread 
participation and hinder market research. Therefore, market research and projections by the Corporation 
of estimated total retail sales, demographics, demand, and similar consumer research, are based on 
assumptions from limited and unreliable market data, and generally represent the personal opinions of the 
Corporation's management team as of the date of this AIF. 

The Corporation faces constraints on marketing products 

The development of the Corporation's business and operating results may be hindered by applicable 
restrictions on sales and marketing activities imposed by government regulatory bodies. The regulatory 
environment in the U.S. limits companies' abilities to compete for market share in a manner similar to other 
industries. If the Corporation is unable to effectively market its 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 its products, the Corporation's sales and results of operations could be adversely affected. 

The Corporation may be exposed to fraudulent or illegal activity by its employees, contractors and 
consultants 

The Corporation is exposed to the risk that its 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 the Corporation that violates: (i) 
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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 may not always be possible for the Corporation to identify and deter misconduct by 
its employees and other third parties, and the precautions taken by the Corporation to detect and prevent 
this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting the 
Corporation 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 the Corporation, and it 
is not successful in defending itself or asserting its rights, those actions could have a significant impact on 
the Corporation's 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 the Corporation's operations, any of which could have a material adverse effect on the 
Corporation's business, financial condition, results of operations or prospects. 

The Corporation's information technology systems may be subject to cyber-attacks 

The Corporation's operations depend, in part, on how well it and its suppliers protect networks, equipment, 
IT  systems and software against damage from a number of threats, including, but not limited to, cable cuts, 
damage to physical plants, natural disasters, intentional damage and destruction, fire, power loss, hacking, 
computer viruses, vandalism and theft. The Corporation's operations also depend on the timely 
maintenance, upgrade and replacement of networks, equipment, IT systems and software, as well as pre-
emptive expenses to mitigate the risks of failures. Any of these and other events could result in information 
system failures, delays and/or increase in capital expenses. The failure of information systems or a 
component of information systems could, depending on the nature of any such failure, adversely impact 
the Corporation's reputation and results of operations. 

The Corporation has not experienced any material losses to date relating to cyber-attacks or other 
information security breaches, but there can be no assurance that the Corporation will not incur such losses 
in the future. The Corporation's risk and exposure to these matters cannot be fully mitigated because of, 
among other things, the evolving nature of these threats. As a result, cyber security and the continued 
development and enhancement of controls, processes and practices designed to protect systems, 
computers, software, data and networks from attack, damage or unauthorized access is a priority. As cyber 
threats continue to evolve, the Corporation may be required to expend additional resources to continue to 
modify or enhance protective measures or to investigate and remediate any security vulnerabilities. 

The Corporation faces a risk of security breaches 

Given the nature of the Corporation's product and its lack of legal availability outside of channels approved 
by the government of the U.S., as well as the concentration of inventory in its facilities, despite meeting or 
exceeding all legislative security requirements, there remains a risk of shrinkage as well as theft. A security 
breach at one of the Corporation's facilities could expose the Corporation to additional liability and to 
potentially costly litigation, increase expenses relating to the resolution and future prevention of these 
breaches, and may deter potential customers from choosing the Corporation's products. 

In addition, the Corporation collects and stores personal information about its customers and is 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 customer lists and preferences, is an ongoing risk whether perpetrated 
via employee collusion or negligence or through deliberate cyber-attack. Any such theft or privacy breach 
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would have a material adverse effect on the Corporation's business, financial condition and results of 
operations. 

The Corporation may face high fees associated with bonding and insurance coverage 

There is a risk that a greater number of state regulatory agencies will begin requiring entities engaged in 
certain aspects of the cannabis industry to post a bond or significant fees when applying for example for a 
dispensary license or renewal as a guarantee of payment of sales and franchise tax. The Corporation is 
not able to quantify at this time the potential scope for such bonds or fees in the states in which it currently 
or may in the future operate. Any bonds or fees of material amounts could have a negative impact on the 
ultimate success of the Corporation's business. 

New well-capitalized entrants may develop large-scale operations 

Currently, the cannabis industry generally is comprised of individuals and small to medium-sized entities, 
however, the risk remains that large conglomerates and companies who also recognize the potential for 
financial success through investment in this industry could strategically purchase or assume control of 
larger dispensaries and cultivation facilities. In doing so, these larger competitors could establish price 
setting and cost controls which would effectively "price out" many of the individuals and small to medium-
sized entities who currently make up the bulk of the participants in the varied businesses operating within 
and in support of the medical and adult-use cannabis industry. While the trend in most state laws and 
regulations seemingly deters this type of takeover, this industry remains quite nascent, so what the 
landscape will be in the future remains largely unknown, which in itself is a risk. 

The economic environment may negatively impact the Corporation's operations 

The Corporation's operations could be affected by the economic context should unemployment, interest 
rates or inflation reach levels that influence consumer trends and consequently, impact the Corporation's 
sales and profitability. Specifically, the global economy is facing a period of economic uncertainty as a result 
of the potential impact of COVID-19 and the Corporation cannot reasonably predict the impact the pandemic 
may have on sales and profitability. 

Management of growth may present issues for the Corporation 

The Corporation may be subject to growth-related risks including capacity constraints and pressure on its 
internal systems and controls. The ability of the Corporation to manage growth effectively will require it to 
continue to implement and improve its operational and financial systems and to expand, train and manage 
its employee base. The inability of the Corporation to deal with this growth may have a material adverse 
effect on the Corporation's business, financial condition, results of operations or prospects. 

The Corporation is faced with increased costs as a result of being a public company 

As a public issuer, the Corporation is subject to the reporting requirements and rules and regulations under 
the applicable Canadian securities laws and rules of any stock exchange on which the Corporation's 
securities may be listed from time to time. Additional or new regulatory requirements may be adopted in the 
future. The requirements of existing and potential future rules and regulations will increase the Corporation's 
legal, accounting and financial compliance costs, make some activities more difficult, time-consuming or 
costly and may also place undue strain on its personnel, systems and resources, which could adversely 
affect its business and financial condition. 
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The Corporation may suffer reduced profitability if it loses foreign private issuer status in the U.S. 

If, as of the last business day of the Corporation's second fiscal quarter for any year, more than 50% of the 
Corporation's outstanding voting securities (as defined in the United States Securities Act of 1933, as 
amended) are directly or indirectly held of record by residents of the U.S., the Corporation will no longer 
meet the definition of a "Foreign Private Issuer" under the rules of the U.S. Securities and Exchange 
Commission. If the Corporation fails to qualify for Foreign Private Issuer status, it will remain unqualified 
unless it meets the test as of the last business day of its second fiscal quarter. This change in status could 
have a significant effect on the Corporation as it would significantly complicate the raising of capital through 
the offer and sales of securities and reporting requirements, resulting in increased audit, legal and 
administration costs. The ability of the Corporation to be profitable could be significantly affected.  

Certain remedies available to the Corporation may be limited 

The Corporation's governing documents may provide that the liability of the Board and its officers is 
eliminated to the fullest extent permitted under the laws of the Province of Ontario. Thus, the Corporation 
and the shareholders of the Corporation may be prevented from recovering damages for alleged errors or 
omissions made by the members of the Board and its officers. The Corporation's governing documents 
may also provide that the Corporation will, to the fullest extent permitted by law, indemnify members of the 
Board and its officers for certain liabilities incurred by them by virtue of their acts on behalf of the 
Corporation. 

The Corporation may face difficulty in enforcing judgments and effecting service of process on directors 
and officers 

Some of the directors and officers of the Corporation reside outside of Canada. Some or all of the assets 
of such persons may be located outside of Canada. Therefore, it may not be possible for the Corporation's 
shareholders to collect or to enforce judgments obtained in Canadian courts predicated upon the civil 
liability provisions of applicable Canadian securities laws against such persons. Moreover, it may not be 
possible for the Corporation's shareholders to effect service of process within Canada upon such persons. 

The location of the Corporation's assets may make it difficult to enforce judgments 

Substantially all of the Corporation's assets are located outside of Canada, and therefore investors may 
have difficulty collecting from the Corporation any judgments obtained in Canadian courts and predicated 
on the civil liability provisions of applicable securities legislation. Furthermore, the Corporation may be 
subject to legal proceedings and judgments in foreign jurisdictions. 

The Corporation's past performance is not indicative of future results 

The prior investment and operational performance of the Corporation is not indicative of the future operating 
results of the Corporation. There can be no assurance that the historical operating results achieved by 
Corporation or its affiliates will be achieved by the Corporation, and the Corporation's future performance 
may be materially different. 

The Corporation's financial projections may prove materially inaccurate or incorrect 

Any of the Corporation's financial estimates, projections and other forward-looking information or 
statements included in this AIF were prepared by the Corporation without the benefit of reliable historical 
industry information or other information customarily used in preparing such estimates, projections and 
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other forward-looking information or statements. Such forward-looking information or statements are based 
on assumptions of future events that may or may not occur, which assumptions may not be disclosed in 
this AIF. A reader should inquire of the Corporation and become familiar with the assumptions underlying 
any estimates, projections or other forward-looking information or statements. Projections are inherently 
subject to varying degrees of uncertainty and their achievability depends on the timing and probability of a 
complex series of future events. There is no assurance that the assumptions upon which these projections 
are based will be realized. Actual results may differ materially from projected results for a number of reasons 
including increases in operational expenses, changes or shifts in regulatory rules, undiscovered and 
unanticipated adverse industry and economic conditions, the occurrence of unforeseen or catastrophic 
events, including but not limited to the emergence of a public health crisis, such as COVID-19, and 
unanticipated competition. Accordingly, a reader should not rely on any projections to indicate the actual 
results the Corporation might achieve. 

The Corporation faces risks associated with market price volatility 

The market price of the Common Shares may be subject to wide fluctuations in response to many factors, 
including variations in the operating results of the Corporation, divergence in financial results from analysts' 
expectations, changes in earnings estimates by stock market analysts, changes in the business prospects 
for the Corporation, general economic conditions, including volatile economic conditions in response to 
COVID-19, legislative changes, and other events and factors outside of the Corporation's control. In 
addition, stock markets have from time to time experienced extreme price and volume fluctuations, which, 
as well as general economic and political conditions, could adversely affect the market price for the 
Common Shares. 

Existing shareholders may sell a substantial number of Common Shares of the Corporation 

Sales of a substantial number of Common Shares in the public market could occur at any time by existing 
holders of Common Shares. These sales, or the market perception that the holders of a large number of 
Common Shares intend to sell Common Shares, could reduce the market price of the Common Shares. If 
this occurs and continues, it could impair the Corporation's ability to raise additional capital through the sale 
of securities. 

The Corporation does not anticipate paying any dividends 

The Corporation has no earnings or dividend record and does not anticipate paying any dividends on the 
Common Shares in the foreseeable future. Dividends paid by the Corporation would be subject to tax and, 
potentially, withholdings. 

The Corporation could be adversely affected by natural disasters, public health crises, political crises, 
negative global climate patterns, or other catastrophic events 

Natural disasters, such as hurricanes, tornadoes, floods, earthquakes, and other adverse weather 
conditions; unforeseen public health crises, such as pandemics and epidemics (including, for example, 
COVID-19); political crises, such as terrorist attacks, war, labor unrest, and other political instability; 
negative global climate patterns; or other catastrophic events, such as fires or other disasters occurring at 
the Corporation's facilities or the Corporation's suppliers' facilities could disrupt the Corporation's 
operations. In particular, these types of events could impact the Corporation's supply chain from or to the 
impacted region and could impact the Corporation's ability to operate our business. For example, COVID-
19 has the potential to significantly impact the Corporation's supply chain if the Corporation, the 
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Corporation's suppliers, or any vendors on which the Corporation's suppliers rely, suffer prolonged 
production, manufacturing, or distribution disruptions due to temporary closures or worker shortages. 

Furthermore, these types of events could negatively impact consumer spending in the impacted regions or, 
depending upon the severity, globally. For example, if customers' concerns over potential exposure to 
COVID-19 or social distancing measures imposed by governments cause customers to avoid cannabis 
retail locations, the Corporation's revenue could be adversely impacted. To the extent any of these events 
occur, it could have a material adverse impact on the business of the Corporation, its financial condition 
and results from operations. 

The Corporation is exposed to currency fluctuations  

Due to the Corporation's present operations in the U.S., and its intentions to continue operating outside 
Canada, the Corporation is exposed to currency fluctuations. Fluctuations in the exchange rate between 
the U.S. dollar and the Canadian dollar may have a material adverse effect on the Corporation's business, 
financial condition and operating results and prospects. 

Global financial conditions expose the Corporation to significant risks 

Following the onset of the credit crisis in 2008, global financial conditions were characterized by extreme 
volatility and several major financial institutions either went into bankruptcy or were rescued by 
governmental authorities. While global financial conditions subsequently stabilized, there remains 
considerable risk in the system given the extraordinary measures adopted by government authorities to 
achieve that stability.  

Moreover, the occurrence of unforeseen or catastrophic events, including but not limited to the emergence 
of a pandemic, such as COVID-19, or other widespread health emergencies, could result in economic and 
financial disruptions akin to those witnessed during the global financial crisis of 2008. In December 2019, 
an outbreak of a new strain of coronavirus, COVID-19, was identified in Wuhan, China. Through the first 
quarter of 2020, the disease became widespread around the world, and on March 11, 2020, the World 
Health Organization declared a pandemic and recommended containment and mitigation measures 
worldwide.  

Global financial conditions could suddenly and rapidly destabilize in response to COVID-19 or future 
economic shocks, as government authorities may have limited resources to respond to future crises. 
Current or future economic shocks may be precipitated by a number of causes, including a rise in the price 
of oil, geopolitical instability and natural disasters. Any sudden or rapid destabilization of global economic 
conditions could impact the Corporation's ability to obtain equity or debt financing in the future on terms 
favourable to the Corporation. Additionally, any such occurrence could cause decreases in asset values 
that are deemed to be other than temporary, which may result in impairment losses. Further, in such an 
event, the Corporation's operations and financial condition could be adversely impacted. 

Furthermore, general market, political and economic conditions, including, for example, inflation, interest 
and currency exchange rates, structural changes in the cannabis industry, supply and demand for 
commodities, political developments, legislative or regulatory changes, social or labour unrest and stock 
market trends will affect the Corporation's operating environment and its operating costs, profit margins and 
share price. Any negative events in the global economy, including COVID-19, could have a material adverse 
effect on the Corporation's business, financial condition, and results of operations or prospects. Given the 
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uncertainty around the severity and length of COVID-19, the Corporation cannot reasonably estimate the 
impact to the Corporation's financial condition or results of operations or prospects. 

DIVIDENDS AND DISTRIBUTIONS 

The Corporation has not paid dividends in any of the three most recently completed financial years. There 
is no restriction that would prevent the Corporation from paying dividends in the future, however, the 
Corporation currently intends to reinvest all future earnings to finance the development and growth of its 
business. As a result, it is not contemplated that dividends will be paid on the Common Shares in the 
foreseeable future. Any future determination to pay dividends will be at the discretion of the Board and will 
depend on the financial condition, business environment, operating results, capital requirements, any 
contractual restrictions on the payment of dividends, and any other factors that the Board deems relevant. 

DESCRIPTION OF CAPITAL STRUCTURE 

The authorized share capital of the Corporation consists of an unlimited number of Common Shares, an 
unlimited number of Class A preferred shares (the "Preferred Shares") and an unlimited number of 
Restricted Shares. As at December 31, 2020, there were 315,138,104 Common Shares, Nil Preferred 
Shares and 68,108,867 Restricted Shares issued and outstanding. As at the date hereof, there are 
351,817,704 Common Shares, Nil Preferred Shares and 71,069,793 Restricted Shares issued and 
outstanding. The following is a summary of the rights, privileges, restrictions and conditions attached to the 
Common Shares, the Preferred Shares and the Restricted Voting Share, as well as to the other outstanding 
securities of the Corporation.  

Common Shares 

Holders of the Common Shares are entitled to notice of and to attend at any meeting of the shareholders 
of the Corporation, except a meeting of which only holders of another particular class or series of shares of 
the Corporation have the right to vote. At each such meeting, holders of the Common Shares are entitled 
to one vote in respect of each Common Share held. Holders of Common Shares are entitled to receive, as 
and when declared by the directors of the Corporation, dividends in cash or property of the Corporation. In 
the event of the liquidation, dissolution or winding-up of the Corporation, whether voluntary or involuntary, 
or in the event of any other distribution of assets of the Corporation among its shareholders for the purpose 
of winding up its affairs, the holders of Common Shares are, subject to the prior rights of the holders of any 
shares of the Corporation ranking in priority to the Common Shares, entitled to participate rateably along 
with all other holders of Common Shares.  

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 Corporation, whether voluntary or involuntary, or any other 
disposition of the assets of the Corporation among its shareholders for the purpose of winding up its affairs 
after the Corporation 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 

Preferred Shares 

The Corporation is authorized to issue an unlimited number of Preferred Shares. As of the date hereof, 
there are no Preferred Shares issued and the Corporation has no current intention to issue any Preferred 
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Shares. Further, no Preferred Shares will be issued without prior shareholder approval. The Preferred 
Shares will have, among others, the following special rights and restrictions:  

• with respect to payment of dividends and priority in the distribution of assets in the event of 
liquidation, dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any 
other distribution of the assets of the Corporation among its shareholders for the purpose of 
winding-up its affairs, the Preferred Shares shall be entitled to preference over the Common Shares 
and the Restricted Shares;  

• holders of the Preferred Shares, in priority to the Common Shares and the Restricted Shares, shall 
be entitled to receive and the Corporation shall pay thereon, out of the assets of the Corporation 
properly applicable to the payment of dividends, non-cumulative cash dividends in such amounts 
as may be determined by the directors of the Corporation;  

• in the event of the liquidation, dissolution or winding-up of the Corporation or other distribution of 
assets of the Corporation among shareholders for the purpose of winding-up its affairs, the holders 
of the Preferred Shares shall be entitled to receive from the assets of the Corporation a sum 
equivalent to the aggregate redemption amount of all of the Preferred Shares held by them before 
any amount shall be paid, or any assets of the Corporation distributed, to the holders of any 
Common Shares or Restricted Shares;  

• the Corporation may redeem at any time the whole, or from time to time any part, of the then 
outstanding Preferred Shares on payment of a redemption price per share, plus all declared and 
unpaid non-cumulative cash dividends thereon;  

• any holder of Preferred Shares may, at any time, upon giving notice as hereinafter provided, require 
the Corporation to redeem at any time the whole or from time to time any part of the Preferred 
Shares held by that holder by payment of the redemption price for each Preferred Share to be 
redeemed;  

• the per share redemption price for each Preferred Share is subject to a price adjustment clause in 
the event of particular assessments or reassessments from a governmental taxing authority; and  

• the holders of the Preferred Shares shall be entitled to receive notice of and attend any meeting of 
the shareholders of the Corporation and shall be entitled to one vote in respect of each Preferred 
Share held at such meetings, except a meeting of holders of a particular class of shares other than 
the Preferred Shares who are entitled to vote separately as a class at such meeting. 

Restricted Shares 

The holders of Restricted Shares are entitled to receive notice of and to attend and vote at all meetings of 
the shareholders of Corporation and each holder of Restricted Shares has the right to one vote for each 
Restricted Share in person or by proxy at all meetings of the shareholders of the Corporation, except for 
the purpose of electing directors of the Corporation, in which case the holders of the Restricted Shares are 
not entitled to vote.  

The holders of the Restricted Shares are entitled to receive such dividends as may be granted to holders 
of the Common Shares in any financial year as the Board may by resolution determine. All dividends which 
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the Board may declare on the Common Shares and the Restricted Shares shall be declared and paid in 
equal amounts per share on all Common Shares and Restricted Shares at the time outstanding. 

In the event of a liquidation event, the holders of the Restricted Shares are entitled to participate rateably 
in equal amounts per share as the holders of the Common Shares, without preference or distinction, in the 
remaining property and assets of the Corporation.  

Subject to certain exceptions set out in the articles of the Corporation, in the event an offer is made to all 
or substantially all of the holders of Common Shares to purchase Common Shares, the holder of each 
Restricted Share may require the Corporation to redeem their Restricted Shares at the applicable 
redemption price, which shall be the price at which the offer is made to the holders of the Common Shares. 

In addition, subject to certain restrictions, each of the Restricted Shares is convertible into one Common 
Share, without the payment of any additional consideration, at the option of the holder of the Restricted 
Shares at any time after the three year anniversary of the date of issuance of such Restricted Share, or in 
certain other circumstances, including the Corporation determining that it has ceased to be a "foreign private 
issuer". 

Warrants 

As at December 31, 2020, there were 62,899,792 warrants issued and outstanding (not including the 
warrant (the "Canopy Warrant") issued by the Corporation to Canopy to acquire Common Shares). As at 
the date hereof there are 34,840,208 warrants issued and outstanding (not including the Canopy Warrant). 
Each warrant is exercisable into one Common Share at prices ranging from $0.52 to $0.89 per Common 
Share with expiry dates ranging from September 17, 2024 to December 5, 2024 (not including the Canopy 
Warrant).  

Options 

The Corporation currently has in place a rolling 10% stock option plan (the "Stock Option Plan"), as of the 
date hereof there were 35,181,770 options reserved for issuance and 16,352,472 options outstanding. The 
Board is responsible for administering the Stock Option Plan. The Stock Option Plan was approved by the 
Board on August 2, 2017, and by the Corporation's shareholders on August 3, 2017.  

The purpose of the Stock Option Plan is to: (a) provide directors, officers, consultants, and employees of 
the Corporation with additional incentive; (b) encourage stock ownership by such persons; (c) encourage 
such persons to remain with the Corporation; and (d) attract new directors, officers, consultants, and 
employees, among other purposes.  

The Stock Option Plan provides that the aggregate number of Common Shares that may be issued upon 
the exercise of options cannot exceed 10% of the number of Common Shares issued and outstanding from 
time to time. As a result, any increase in the issued and outstanding Common Shares will result in an 
increase in the number of Common Shares available for issuance under the Stock Option Plan.  

The number of Common Shares reserved for issue to any one person pursuant to the Stock Option Plan 
may not exceed 5% of the issued and outstanding Common Shares at the date of such grant, unless the 
Corporation has obtained approval by a majority of the votes cast by the shareholders eligible to vote at a 
shareholders' meeting, excluding votes attaching to Common Shares beneficially owned by insiders and 
their associates. The number of Common Shares issuable to (a) any one consultant, or (b) parties providing 
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investor relations services, in any 12-month period, cannot exceed 2% of the issued and outstanding 
Common Shares.  

Options granted under the Stock Option Plan will have an exercise price of not less than the greater of the 
closing market price of the underlying securities on (a) the trading day prior to the date of grant of the stock 
options, and (b) the date of grant of the stock options.  

Subject to the requirements of the CSE, the vesting provisions, the terms and conditions of exercise and 
forfeiture of the options and the applicable option exercise expiry date for options granted under the Stock 
Option Plan will be determined by the Board at the time of issuance.  

Restricted Share Units 

The restricted share unit plan (the "RSU Plan") was approved by the Board on January 15, 2019, and by 
the Corporation's shareholders on July 8, 2019. The aggregate number of Common Shares or Restricted 
Shares available for issuance from treasury under the RSU Plan was 20,000,000. As at the date hereof, 
there are 11,911,679 RSUs outstanding under the RSU Plan and 1,788,321 remaining available for 
issuance. Under the terms of the RSU Plan, the Board may grant RSUs to "eligible participants". Eligible 
participants include any director, employee, officer, or consultant of: (a) the Corporation; or (b) any related 
entity of the Corporation.  

The purpose of the RSU Plan is to allow for certain discretionary bonuses and similar awards as an incentive 
and reward for eligible participants related to the achievement of long-term financial and strategic objectives 
of the Corporation and the resulting increases in shareholder value. The RSU Plan is intended to promote 
a greater alignment of interests between the shareholders of the Corporation and the selected eligible 
participants by providing an opportunity to participate in increases in the value of the Corporation.  

Participation in the RSU Plan is voluntary and, if an eligible participant agrees to participate, the grant of 
RSUs will be evidenced by a grant agreement with each such participant. The interest of any eligible 
participant in any RSU is not assignable or transferable. The shares available for issuance from treasury 
under the RSU Plan may be issued as Common Shares or Restricted Shares, provided that the aggregate 
number of shares available for issuance under the RSU Plan, together with the Stock Option Plan, may not 
exceed 10% of the aggregate number of issued Common Shares and Restricted Shares. 

MARKET FOR SECURITIES 

The Common Shares are traded on the CSE under the trading symbol "SLNG". The following table sets 
forth the reported trading prices and monthly trading volumes of the Common Shares for the Corporation's 
financial year ended December 31, 2020 (Source: StockWatch):  

Period High Trading Price Low Trading Price Volume 

January 2020 $0.4009 $0.3759 296,491 

February 2020 $0.3271 $0.2924 596,983 

March 2020 $0.2366 $0.2041 413,265 

April 2020 $0.1588 $0.1365 1,179,017 

May 2020 $0.2035 $0.1743 1,473,634 
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Period High Trading Price Low Trading Price Volume 

June 2020 $0.2250 $0.2059 438,088 

July 2020 $0.1607 $0.1470 454,045 

August 2020 $0.1433 $0.1308 433,466 

September 2020 $0.1367 $0.1262 294,871 

October 2020 $0.1605 $0.1448 638,970 

November 2020 $0.2352 $0.2162 680,951 

December 2020 $0.3481 $0.3136 568,533 

 
PRIOR SALES 

The following table summarizes the securities of the Corporation that are not listed or quoted for trading on 
a market place that were issued during the financial year ended December 31, 2020:  

Date Type of Security Issue / Exercise Price Number of Securities 

05-Feb-20 Restricted Shares $0.45 2,340,266(4) 

15-Apr-20 Restricted Shares $0.254 4,458,582(4) 

04-May-20 Common Shares $0.55 27,384,903(3) 

07-Jul-20 Stock Options $0.22 500,000(1) 

09-Jul-20 Common Shares $0.55 244(5) 

09-Jul-20 Common Shares $0.15 3,153,838(6) 

09-Jul-20 Common Shares 0.165 909,090(7) 

23-Jul-20 Restricted Shares $0.205 5,339,316(4) 

14-Aug-20 Stock Options $0.15 11,624,662(1) 

31-Aug-20 Restricted Share Units N/A 7,800,000(2) 

02-Sep-20 Common Shares $0.385 1,020,346(8) 

02-Sep-20 Common Shares $0.135 900,000(8) 

01-Oct-20 Stock Options $0.13 690,000(1) 

02-Oct-20 Restricted Shares $0.610 23,531,117 

16-Oct-20 Restricted Shares $0.133 8,023,458(4) 

01-Dec-20 Common Shares $0.240 4,359,481(10) 

02-Dec-20 Common Shares $0.270 18,518,517(11) 

03-Dec-20 Common Shares $0.280 1,062,183(8) 

10-Dec-20 Common Shares $0.150 100,000(9) 
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Date Type of Security Issue / Exercise Price Number of Securities 

22-Dec-20 Restricted Shares $0.345 500,000(12) 

31-Dec-20 Restricted Share Units N/A 4,111,679(2) 

 
Notes: 

1. Grant of stock options. 
2. Grant of RSUs. 
3. Issued pursuant to the acquisition of Cultivate. 
4. Issued pursuant to the terms of a consulting agreement 
5. Issued pursuant to revocation of dissent rights pertaining to acquisition of Cultivate. 
6. Issued to employees in lieu of cash for certain bonus achievements having been met. 
7. Issued pursuant to settlement pertaining to acquisition of Cultivate. 
8. Issued pursuant to RSU trigger issuance. 
9. Issued pursuant to exercise of stock options. 
10. Issued pursuant to conversion of the Purple Note 2 (conversion of USD$807,000). 
11. Issued pursuant to private placement of Common Shares. 
12. Issued pursuant to the acquisition of PVR. 

 
ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTION ON 

TRANSFER 

On September 23, 2019, the Corporation announced that, in connection with the investment in the 
Corporation by Bruce Linton, each of the Locked-Up Holders entered into lock-up agreements with Bruce 
Linton. The Locked-Up Holders currently hold an aggregate of approximately 53 million Common Shares 
of SLANG (on a fully diluted basis).  

As at the date hereof, 27,890,345 Common Shares and 14,726,484 Restricted Shares of the Corporation 
were subject to escrow or contractual restrictions on transfer. The following table describes the number of 
securities of each class of the Corporation held, to the Corporation's knowledge, in escrow or that were 
subject to a contractual restriction on transfer and the percentage that number represents of the outstanding 
securities of that class as at the date of this AIF.  

Designation of Class 

Number of Securities Held in 
Escrow or that are Subject to 
a Contractual Restriction on 

Transfer 

Percentage of Class 

Restricted Shares 2,960,926(1) 0.04 

Restricted Shares 11,765,558(2) 0.21 

Common Shares 27,890,345(3) 0.08 

 
Notes: 

1. Subject to a contractual restriction on transfer until May 20, 2021 pursuant to a lockup agreement dated October 1, 2019. 
2. Subject to a contractual restriction on transfer until October 2, 2021 pursuant to a lockup agreement dated June 22, 2020. 
3. Subject to a contractual restriction on transfer until August 26, 2021 pursuant to a lockup agreement dated August 26, 2020. 
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DIRECTORS AND OFFICERS 

The following table sets out, for each of the Corporation's directors and executive officers as at the date 
hereof, the person's name, province or state and country of residence, position(s) with the Corporation, 
principal occupation(s) during the last five years, and, if an existing director of the Corporation, the date on 
which the person became such a director. The Corporation's directors are expected to hold office until its 
next annual general meeting of shareholders unless they resign prior thereto or are removed by the 
shareholders of the Corporation. The Corporation's directors will be elected annually and, unless re-elected, 
will retire from office at the end of the next annual general meeting of shareholders. 

Under National Instrument 52-110 Audit Committees ("NI 52-110"), an independent director is one who is 
free from any direct or indirect relationship that could, in the view of the Board, be reasonably expected to 
interfere with a director's exercise of independent judgment. Three directors of the Corporation, being 
Messrs. Miller, Driessen and Ehler, are not considered independent. The other six directors of the 
Corporation are considered independent.  

Name, Province 
or State and 
Country of 
Residence 

Position(s) 
with the 

Corporation 

Director of 
the 

Corporation 
Since 

Principal Occupation(s) 
or Employment for the 

Last Five Years 

Number of 
Securities 

Beneficially Owned 
or Controlled 

Peter W. J. Miller 

Ontario, Canada 

Executive 
Chairman 
and Director 

2017 Esri Canada, Corporate 
Strategy (May 2011 – 
Present), Mettrum Health 
Corp., Executive VP (Jul 
2014 – Dec 2015), 
Agripharm, CEO (Nov 
2017 – Present), Slang 
Worldwide Inc., CEO (May 
2017 – August 2020) 

26,090,345 Common 
Shares(4) 

250,000 stock options 

Chris Driessen 
Colorado, USA 

President, 
CEO and 
Director 

2017 SLANG Worldwide Inc., 
President and CEO 
(August 2020 – Present); 
NCG, ACG and NSH, 
President (Mar 2014 – 
Present); Konica Minolta 
Business Solutions, Sales 
Manager (Dec 2010 – Mar 
2014) 

3,163,723 Common 
Shares 

750,000 stock options 

3,575,000 RSUs 

690,535 Restricted 
Shares 

Keith Stein(1)(2)(3) 
Ontario, Canada 

Director 2017 Dentons Canada LLP, 
Counsel (2014 – Present); 
Heenan Blaikie LLP, 
Counsel (2008 – 2014) 

1,270,800 Common 
Shares(5) 

858,272 stock options 
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Name, Province 
or State and 
Country of 
Residence 

Position(s) 
with the 

Corporation 

Director of 
the 

Corporation 
Since 

Principal Occupation(s) 
or Employment for the 

Last Five Years 

Number of 
Securities 

Beneficially Owned 
or Controlled 

Chris 
Donnelly(2)(3) 

Utah, USA 

Director 2020 Donno Consulting (April 
2016 – present); Oakley, 
SVP Product and Strategy 
(April 2016 – November 
2016) 

100,000 Common 
Shares 

851,060 stock options 

Robert Verdun(2) 
Michigan, USA 

Director 2020 Solyco Advisory Services, 
Partner (May 2020 – 
Present); Third Wave LLC, 
Manager (August 2016 – 
Present); Computerized 
Facility Integration, 
President and CEO (May 
1990 – August 2016) 

604,814 Common 
Shares 

3,204,713 Restricted 
Shares 

851,060 stock options 

43,333 warrants 

Matt Fraser(1)(3) 
Illinois, USA 

Director 2020 CANarchy Craft Brewery 
Collective, President and 
COO (May 2018 – 
Present), CFO (July 2015 
– May 2018) 

751,060 stock options 

Kelly Ehler(1)(3) 

Ontario, Canada 

Director 2020 Corporate Finance 
Outsource Inc., President 
(March 2002 – October 
2018); SLANG Worldwide 
Inc., CFO (November 2018 
– August 2020) 

663,500 Common 
Shares 

 

516,800 stock 
options(6) 

 

6,750 warrants 

Mikel Rutherford 
Ontario, Canada 

CFO N/A SLANG Worldwide Inc., 
CFO (August 2020 – 
Present); SLANG 
Worldwide Inc., VP 
Finance (November 2018 
– August 2020); Agripharm 
Corp., Director of Finance 
(December 2017 – 
December 2018); LiveCA 
LLP, Senior Manager (July 
2015 – December 2017) 

628,793 Common 
Shares 

500,000 stock options 

3,000,000 RSUs 
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Name, Province 
or State and 
Country of 
Residence 

Position(s) 
with the 

Corporation 

Director of 
the 

Corporation 
Since 

Principal Occupation(s) 
or Employment for the 

Last Five Years 

Number of 
Securities 

Beneficially Owned 
or Controlled 

John Moynan 
Colorado, USA 

COO, 
Secretary 
and General 
Counsel 

N/A SLANG Worldwide Inc., 
General Counsel (January 
2019 – Present); SLANG 
Worldwide Inc., COO and 
Secretary (August 2020 – 
Present); National 
Concessions Group, Inc., 
General Counsel 
(November 2016 – 
October 2019); National 
Concessions Group, 
Inc., Law Clerk (June 2014 
– October 2016) 

1,038,164 Common 
Shares 

500,000 stock options 

138,107 Restricted 
Shares 

3,286,679 RSUs 

 
Notes: 

1. Member of the audit committee.  
2. Member of the compensation committee.  
3. Member of the nominating and governance committee.  
4. Mr. Miller beneficially owns, controls or directs, directly or indirectly, certain Common Shares through the following: (i) Peter 

Miller Enterprises Inc., which owns (A) 3,000,000 Common Shares, and (B) 50% interest in GHNA, which owns 10,000,000 
Common Shares; and (ii) The Purple Company Inc., which owns 12,859,481 Common Shares. The Purple Company Inc. 
also has the right to convert the principal amount outstanding under a 4% unsecured convertible promissory note in the 
principal amount of USD$1,843,030.76 into Common Shares at a conversion price of $0.20 per share. 

5. Mr. Stein beneficially owns, controls or directs, directly or indirectly, the listed number of Common Shares through Ankeiste 
Ltd. 

6. Mr. Ehler beneficially owns, controls or directs, directly or indirectly, 441,800 stock options through Proteus Capital Corp. 

As at the date of this AIF, the directors or executive officers of the Corporation, as a group, beneficially 
own, directly or indirectly, or exercise control or direction over, 33,560,139 Common Shares, representing 
approximately 9.54% of the total number of Common Shares outstanding before giving effect to the exercise 
of convertible securities held by such directors and executive officers. The statements as to the number of 
Common Shares beneficially owned, directly or indirectly, or over which control or direction is exercised by 
the directors and executive officers of the Corporation as a group are based upon information furnished by 
the directors and executive officers.  

Board Committees 

The Corporation currently has an audit committee (the "Audit Committee"), a compensation committee 
(the "Compensation Committee") and a nominating and governance committee (the "Nominating and 
Governance Committee"). Other than the Audit Committee, the Compensation Committee, and the 
Nominating and Governance Committee, the Corporation has not other standing committees. A brief 
description of each of the Compensation Committee and the Nominating and Governance Committee is set 
out below. For a description of the Audit Committee, see "Audit Committee Disclosure" below. 
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Compensation Committee 

The Compensation Committee currently consists of three independent directors and is charged with 
reviewing, overseeing and evaluating the compensation policies. The Compensation Committee is currently 
comprised of Keith Stein, who acts as chair of this committee, Robert Verdun and Chris Donnelly. As 
present or former leaders of large business enterprises, each of these members hold experience with 
respect to oversight on compensation or executive compensation matters. For additional details regarding 
the relevant education and experience of each member of the Compensation Committee, including the 
direct experience that is relevant to each committee member's responsibilities. 

No member of the Compensation Committee will be one of the officers, and as such, the Board believes 
that the Compensation Committee will be able to conduct its activities in an objective manner.  

The Board has adopted a written charter setting forth the purpose, composition, authority and responsibility 
of the Compensation Committee. The Compensation Committee's purpose is to assist the Board in:  

 the appointment, performance, evaluation and compensation of the Corporation's senior 
executives;  

 the recruitment, development and retention of the Corporation's senior executives;  

 maintaining talent management and succession planning systems and processes relating to the 
Corporation's senior management;  

 developing the compensation structure for the Corporation's senior executives including salaries, 
annual and long-term incentive plans including plans involving share issuances and other share-
based awards;  

 establishing policies and procedures designed to identify and mitigate risks associated with the 
Corporation's compensation policies and practices;  

 assessing the compensation of the Corporation's directors;  

 developing benefit retirement and savings plans; and  

 administering the Corporation's share compensation arrangements. 

Nominating and Governance Committee 

The Nominating and Governance Committee currently consists of three independent directors and one non-
independent director. The Nominating and Governance Committee is charged with ensuring that the 
Corporation's strategic direction is reviewed annually and that the Board and each of its committees carry 
out their respective functions in accordance with the appropriate process. In addition, the Nominating and 
Governance Committee is responsible for assessing the effectiveness of the Board as a whole, each Board 
committee, and the contribution of each individual director. Furthermore, it is responsible for identifying, 
recruiting, nominating, endorsing, recommending the appointment of, and orienting, new directors, as well 
as recommending corporate governance principles and best practices to the Board. The Nominating and 
Governance Committee is currently comprised of Kelly Ehler who acts as chair of this committee, Chris 
Donnelly, Matt Fraser and Keith Stein. 



- 64 - 

 
 
The Board has adopted a written charter setting forth the purpose, composition, authority and responsibility 
of the Nominating and Governance Committee. The Nominating and Governance Committee's purpose is 
to assist the Board in:  

 developing and recommending criteria for Board and committee membership; 

 recommending the persons to be nominated for election as directors and to each of the committees 
of the Board; 

 assessing the independence of directors within the meaning of securities laws and stock exchange 
rules as applicable; 

 considering resignations by directors submitted pursuant to the majority voting policy, and making 
recommendations as to whether or not to accept such resignations; 

 reviewing and making recommendations in respect of the Corporation's corporate governance 
principles; 

 providing for new director orientation and continuing education for existing directors on a periodic 
basis; 

 performing an evaluation of the performance of the Nominating and Governance Committee; and 

 overseeing the evaluation of the Board and its committees. 

CEASE TRADE ORDERS, BANKRUPTCIES, PENALTIES OR SANCTIONS 

Cease Trade Orders 

On April 1, 2013, the British Columbia Securities Commission issued a cease trade order in respect of 
Monarca Minerals Inc. (formerly, Oremex Silver Inc.), a company which Keith Stein was a director of, for 
failure to file its financial statements and accompanying management's discussion and analysis for the 
period ended November 30, 2013. On June 3, 2014, the British Columbia Securities Commission issued a 
further cease trade order in respect of Monarca Minerals Inc. for failure to file its financial statements and 
accompanying management's discussion and analysis for the period ended February 28, 2014. 
Additionally, the Alberta Securities Commission issued a cease trade order on September 2, 2014 in 
respect of the foregoing and in respect to Monarca Minerals Inc.'s subsequent failure to file its financial 
statements and accompanying management's discussion and analysis for the period ended May 31, 2014. 
The cease trade orders were lifted on February 9, 2016.  

Except as set out above, to the knowledge of the Corporation, no director or executive officer is, as at the 
date of this AIF, or has been, within 10 years before the date of this AIF, a director, Chief Executive Officer 
or Chief Financial Officer of any company (including the Corporation) that: (a) was the subject of a cease 
trade order, an order similar to a cease trade order or an order that denied the relevant company access to 
any exemptions under Canadian securities legislation that was in effect for a period of more than 30 
consecutive days (an "order"), that was issued while the director or executive officer was acting in the 
capacity as director, Chief Executive Officer or Chief Financial Officer; or (b) was subject to an order that 
was issued after the director or executive officer ceased to be a director, Chief Executive Officer or Chief 
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Financial Officer and which resulted from an event that occurred while that person was acting in the capacity 
as director, Chief Executive Officer or Chief Financial Officer.  

Corporate Bankruptcies 

Keith Stein was previously a director of Invictus MD Strategies Corp. ("Invictus") and resigned on 
December 5, 2019. On February 13, 2020, within one (1) year of Mr. Stein's resignation as a director, 
Invictus announced that it obtained an order granting it creditor protection under the Companies' Creditors 
Arrangement Act. 

Except as set out above, to the knowledge of the Corporation, no director or executive officer: (a) is, as at 
the date of this AIF, or has been within the 10 years before the date of this AIF, a director or executive 
officer of any company (including the Corporation) that, while that person was acting in that capacity, or 
within a year of that person ceasing to act in that capacity, became bankrupt, made a proposal under any 
legislation relating to bankruptcy or insolvency or was subject to or instituted any proceedings, arrangement 
or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold its assets; 
or (b) has, within the 10 years before the date of this AIF, become bankrupt, made a proposal under any 
legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, 
arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to 
hold the assets of the director and executive officer. 

Penalties or Sanctions 

To the knowledge of the Corporation, no director or executive officer has been subject to: (a) any penalties 
or sanctions imposed by a court relating to securities legislation or by a securities regulatory authority or 
has entered into a settlement agreement with a securities regulatory authority; or (b) any other penalties or 
sanctions imposed by a court or regulatory body that would likely be considered important to a reasonable 
securityholder in making an investment decision.  

CONFLICTS OF INTEREST 

The following chart identifies each director and officer of the Corporation that has a conflict of interest 
between the Corporation or a subsidiary of the Corporation, and describes their respective conflict of 
interest: 

Name of Director or Officer Description of Conflict(s) of Interest 

Peter W. J. Miller 
Executive Chairman and Director 

Pine River Consulting Ltd. is owned by The Purple 
Company Inc., which is owned by Peter Miller 
Enterprises, which is partially owned and fully 
controlled by Mr. Miller.  

Agripharm Corp. is 40% owned by GHNA.  

Mr. Miller is the Chief Executive Officer of Agripharm 
Corp.  

Peter Miller Enterprises is owned and controlled by Mr. 
Miller. 
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Name of Director or Officer Description of Conflict(s) of Interest 

GHNA is 50% owned by Peter Miller Enterprises, which 
is owned and controlled by Mr. Miller.  

The Purple Company Inc. is owned by Peter Miller 
Enterprises, which is owned or controlled by Mr. Miller. 

Chris Driessen 
President, CEO and Director 

Mr. Driessen is a shareholder of NSH.  

John Moynan 
COO, Secretary and General Counsel 

Mr. Moynan is a shareholder of NSH. 

Robert Verdun 
Director 

Mr. Verdun is a shareholder of ACG and NSH. 

To the best of the Corporation's knowledge, other than as set out above, there are no known existing or 
potential material conflicts of interest among the Corporation or a subsidiary of the Corporation and any 
director or officer of the Corporation or a subsidiary of the Corporation as a result of their outside business 
interests except that certain of the Corporation's or its subsidiaries' directors and officers serve as directors 
and officers of other companies, and therefore it is possible that a conflict may arise between their duties 
to Corporation and their duties as a director or officer of such other companies. 

AUDIT COMMITTEE DISCLOSURE 

Audit Committee Charter 

The Board has adopted a written charter for the Audit Committee, in the form set out under Appendix "A" 
to this AIF, which sets out the Audit Committee's responsibilities. The Audit Committee's principal duties 
and responsibilities include assisting the Board in discharging the oversight of: (i) the integrity of the 
Corporation's consolidated financial statements and accounting and financial processes and the audits of 
the Corporation's consolidated financial statements; (ii) compliance with legal and regulatory requirements; 
(iii) external auditors' qualifications and independence; (iv) the work and performance of financial 
management and external auditors; and (v) system of disclosure controls and procedures and system of 
internal controls regarding finance, accounting, legal compliance, and risk management established by 
management and the Board. The Audit Committee has access to all books, records, facilities and personnel 
and may request any information about the Corporation as it may deem appropriate. The Audit Committee 
also has the authority to retain and compensate special legal, accounting, financial and other consultants 
or advisors to advise the Audit Committee. 
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Composition of the Audit Committee 

As of the date of this AIF, the following are the members of the Audit Committee: 

Name of Member Independent(1) Financially Literate(2) 

Matthew Fraser (Chair) Yes Yes 

Keith Stein Yes Yes 

Kelly Ehler No Yes 

 
Notes: 

1. A member of the audit committee is independent if he or she has no direct or indirect 'material relationship' with the 
Corporation. A material relationship is a relationship which could, in the view of the Board, reasonably interfere with the 
exercise of a member's independent judgment. An executive officer of the Corporation, such as the President or 
Secretary, is deemed to have a material relationship with the Corporation. 

2. A member of the audit committee is financially literate if he or she has the ability to read and understand a set of financial 
statements that present a breadth and level of complexity of accounting issues that are generally comparable to the 
breadth and complexity of the issues that can reasonably be expected to be raised by the Corporation's financial 
statements. 

As a venture issuer, the Corporation is not required to have an Audit Committee that is comprised entirely 
of independent directors, but a majority of its members must not be officers or employees. 

Relevant Education and Experience 

All the members of the Audit Committee have the education and/or practical experience required to 
understand and evaluate financial statements that present a breadth and level of complexity of accounting 
issues that are generally comparable to the breadth and complexity of issues that can reasonably be 
expected to be raised by the Corporation's financial statements. 

Matthew Fraser 

Mr. Fraser joined CANarchy Craft Brewery Collective ("CANarchy") as CFO in July 2015 after spending 
eight years at Lazard Frères in its Middle Market advisory group. At Lazard Frères, Mr. Fraser advised 
Oskar Blues on its transaction with Fireman Capital Partners (current equity partner in CANarchy Craft 
Brewery Collective).  Shortly after the transaction, Mr. Fraser left Lazard Frères where he was a Director 
and joined CANarchy as the CFO to assist in consolidating the craft beer space.  As CFO, Mr. Fraser was 
responsible for all financial matters in collaboration with brewery executives including financial reporting 
and analysis, forecasting and overall budget management.   

Mr. Fraser was elevated to COO of CANarchy in January 2018 and in May 2018 his role expanded to 
President and COO.  As President and COO, Mr. Fraser leads all business operations across the portfolio 
of craft breweries, which now includes Cigar City Brewing, Oskar Blues Brewery, Perrin Brewing, Squatters 
Craft Beer and Wasatch Brewery, Deep Ellum Brewing Corporation and Three Weavers Brewing.  Under 
Mr. Fraser's leadership, CANarchy has grown to the 8th largest craft brewery in the United States and 
operates 8 manufacturing locations and 16 brewpubs and taprooms across the United States.  
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Mr. Fraser earned a Master of Business Administration from the University of Chicago and a Bachelor of 
Arts in Economics from the University of Minnesota.   

Keith Stein 

Mr. Stein joined Dentons Canada LLP as Counsel in 2014 after serving as Counsel at Heenan Blaikie LLP 
from 2008 until February 2014. From 1994 to 2008, he was a senior executive with Magna International 
Inc. reporting to the Chairman, Frank Stronach and continued to act as a consultant reporting to the 
Executive Vice-Chairman until November 2010. Prior to becoming a consultant, Mr. Stein held the position 
of Senior Vice-President of Corporate Affairs at Magna. Before joining Magna, Mr. Stein was Senior 
Corporate Counsel for Toyota Canada and Toyota Credit Canada. Mr. Stein has been a board member of 
various publicly listed companies. Mr. Stein is an independent director of the Corporation.  

Mr. Stein is a graduate of Osgoode Hall Law School and was called to the Bar in Ontario in 1989. 

Kelly Ehler 

Mr. Ehler is a Chartered Accountant and former auditor with PricewaterhouseCoopers and banker with 
Bank of Montreal. He has sat on various public company corporate boards and board committees including 
additional roles as Audit Committee Chairman. He has led many companies, from start-ups to billion-dollar 
public companies, as CFO in a variety of industries and countries. His experience covers debt financing, 
due diligence, acquisitions and dispositions, audits, consolidations, multi jurisdiction entities and 
multijurisdictional public companies. Mr. Ehler's public company experience covers many capacities and 
positions including CEO, COO, VP and CFO. 

Reliance on Certain Exemptions 

At no time since the commencement of the Corporation's most recently completed financial year has the 
Corporation relied on exemptions in relation to "De Minimus Non-Audit Services", "Initial Public Offerings", 
"Events Outside Control of Member", "Death, Disability or Resignation of Audit Committee Member" or any 
exemption provided by Part 8 of NI 52-110. 

Exemption for Venture Issuers 

The Corporation is a "venture issuer" as defined in NI 52-110 and is relying on Part 5 (Reporting Obligations) 
of NI 52-110.  

Audit Committee Oversight 

At no time since the commencement of the Corporation's most recently completed financial year was a 
recommendation of the Audit Committee to nominate or compensate an external auditor not adopted by 
the Board. 

Pre-Approval Policies and Procedures 

Pursuant to the terms of the charter of the Audit Committee, the Audit Committee shall pre-approve all non-
audit services to be provided to the Corporation or its subsidiary entities by the Corporation's external 
auditor. 
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External Auditor Service Fees 

The following table sets out the audit and audit-related fees billed by the Corporation's auditors for the years 
ended December 31, 2020 and 2019:  

Service 
Year ended December 31, 

2020 
Year ended December 31, 

2019 

Audit Fees(1) $823,550 $345,000 

Audit-Related Fees(2) Nil Nil 

Tax Fees(3) $32,718 $14,100 

Other Fees(4) $24,075 $34,400 

Total: $880,343 $393,500 

 
Notes: 

1. Audit fees consist of fees for the audit of the Corporation's annual financial statements or services that are normally provided 
in connection with statutory and regulatory filings or engagements. 

2. Audit related fees are fees for assurance and related services related to the performance of the audit or review of the annual 
financial statements that are not reported under "Audit Fees".  

3. Tax fees are fees for tax compliance, tax advice and tax planning.  
4. All other fees include the aggregate fees billed for products and services provided by the Corporation's external auditor, 

other than "Audit fees", "Audit related fees" and "Tax fees" above. 

LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

To the Corporation's knowledge, there are no legal proceedings or regulatory actions material to the 
Corporation to which it is a party, or was a party to, or that any of its property is the subject matter of, or 
was the subject matter of, in the previous financial year, and no such proceedings or actions are known by 
Corporation to be contemplated.  

INTERESTS OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Other than as disclosed elsewhere in this AIF no director, executive officer or shareholder that beneficially 
owns, or controls or directs, directly or indirectly, more than 10% of the issued and outstanding Common 
Shares, or any of their respective associates or affiliates, has any material interest, direct or indirect, in any 
transaction within the three years before the date of this AIF which has materially affected or is reasonably 
expected to materially affect the Corporation or a subsidiary of the Corporation.  

TRANSFER AGENT AND REGISTRAR 

Odyssey Trust Company, at 25 Adelaide St E, Suite 1717, Toronto, Ontario, M5C 3A1, is the registrar and 
transfer agent for the Common Shares. 

MATERIAL CONTRACTS 

Except for contracts entered into in the ordinary course of business, the following are the only material 
contracts entered into by the Corporation to the date hereof which are currently in effect and considered to 
be material: 
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 The share purchase agreement dated November 29, 2018, among the Corporation, the holders 
of shares of common stock and series A preferred stock of NCG (other than the Corporation) and 
NCG, pursuant to which the Corporation will acquire NCG.  

 The unit and membership interest purchase agreement dated November 29, 2018 among the 
Corporation, Mark Williams, Sasha Robinson, Mid Atlantic Holdings Group LLC, Adam 
Schoenfeld and Aaron LoCascio, pursuant to which the Corporation will acquire all of the units 
and membership interests of Firefly.  

 The rights agreement between the Corporation and GHNA dated July 9, 2018 allowing the 
Corporation to use certain intellectual property of GHNA. 

 The agreement and plan of merger between ACG, Shareholder Representative Services LLC, 
SLANG Colorado Manufacturing Inc. and the Corporation dated December 31, 2020 pursuant to 
which the Corporation will acquire ACG. 

INTERESTS OF EXPERTS 

The auditor of the Corporation during the year ended December 31, 2020 was Baker Tilley WM LLP.  Baker 
Tilley WM LLP is independent of the Corporation within meaning of the relevant rules and related 
interpretations prescribed in the relevant professional bodies in Canada and any applicable legislation or 
regulation. 

To the knowledge of the Corporation, no person or company who is an expert and whose profession or 
business gives authority to a statement made by the person or company and who is named as having 
prepared or certified a part of this AIF, or prepared or certified a report or valuation described or included 
in this AIF, beneficially owns more than 1% of the issued and outstanding Common Shares. Moreover, no 
such person or company, or any of their respective directors, officers or employees, is, or expects to be, 
elected, appointed or employed as a director, officer or employee of the Corporation or any of its associates 
or affiliates. 

ADDITIONAL INFORMATION 

Additional information regarding the Corporation may be found under the Corporation's profile on SEDAR 
at and on the Corporation's website at https://www.slangww.com/.  

Additional information, including the remuneration and indebtedness of the directors and executive officers 
of the Corporation, principal holders of the Corporation's securities and the securities authorized for 
issuance under equity compensation plans, is contained in the management information circular of the 
Corporation dated June 9, 2020. 

Additional financial information relating to the Corporation is provided in the Corporation's financial 
statements and management's discussion and analysis for the financial year ended December 31, 2020. 
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APPENDIX "A" 

CHARTER OF THE AUDIT COMMITTEE 

I.  GENERAL  
 
1.  Mandate and Purpose of the Committee  

The purpose of the Audit Committee (the "Committee") is to assist the board of directors (the "Board") of 
SLANG Worldwide Inc. (the "Company") in fulfilling its oversight responsibilities relating to:  

(a) the integrity of the Company's financial statements;  

(b) the Company 's compliance with legal and regulatory requirements, as they relate to the 
Company 's financial statements;  

(c) the qualifications, independence and performance of the external auditor;   

(d) internal controls and disclosure controls;  

(e) the performance of the Company 's internal audit function; and  

(f) performing the additional duties set out in this Charter or otherwise delegated to the 
Committee by the Board.  

2.  Authority of the Committee  

(a) The Committee has the authority to:  

(i) engage independent counsel and other advisors as it determines necessary to 
carry out its duties;  

(ii) set and pay the compensation for any advisors employed by the Committee; and  

(iii) communicate directly with the internal and external auditors.  

(b) The Committee has the authority to delegate to individual members or subcommittees of 
the Committee.  

II.  PROCEDURAL MATTERS  

1.  Composition  

The Committee will be composed of a minimum of three members.  

2.  Member Qualifications  

(a) Every Committee member must be a director of the Company. 

(b) A majority of the members of the Committee must be "independent" as defined in NI 52- 
110.  



- A-2 - 

(c) Every Committee member must be "financially literate" as defined in NI 52-110.  

(d) At least one member of the Committee will have accounting or related financial 
management experience or expertise.  

3.  Member Appointment and Removal  

Members of the Committee will hold office until the next annual meeting of the shareholders.  

4.  Committee Structure and Operations  

(a) Chair  

Each year, the Board will appoint one member of the Committee to act as Chair of the 
Committee. The Chair of the Committee may be removed at any time at the discretion of 
the Board. If, in any year, the Board does not appoint a Chair, the incumbent Chair will 
continue in office until a successor is appointed. If the Chair of the Committee is absent 
from any meeting, the Committee will select one of the other members of the Committee 
to preside at that meeting.  

(b) Meetings  

The Chair of the Committee will be responsible for developing and setting the agenda for 
Committee meetings. The Chair, in consultation with the Committee members, will 
determine the schedule and frequency of the Committee meetings. However, the 
Committee will meet at least four times per year.  

(c) Notice  

(i) Notice of the time and place of every meeting will be given by email or by phone 
to each member of the Committee at least 24 hours before the time fixed for that 
meeting.  

(ii) The external auditor of the Company will be given notice of every meeting of the 
Committee and, at the expense of the Company, will be entitled to attend and be 
heard at that meeting.  

(iii) If requested by a member of the Committee, the external auditor will attend every 
meeting of the Committee held during the term of office of the external auditor.  

(d) Quorum  

A majority of the Committee will constitute a quorum. No business may be transacted by 
the Committee except at a meeting of its members at which a quorum of the Committee is 
present in person or by means of such telephonic, electronic or other communications 
facilities as permit all persons participating in the meeting to communicate with each other 
simultaneously and instantaneously. 
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(e) Attendees  

The Committee may invite any of the directors, officers and employees of the Company 
and any advisors as it sees fit to attend meetings of the Committee. During each meeting 
of the Committee, the Committee will meet with only Committee members present in 
person or by other permitted means.  

(f) Secretary  

Unless otherwise determined by resolution of the Board, the corporate secretary of the 
Company, or his or her nominee, will act as the Secretary to the Committee.  

(g) Records  

Minutes of meetings of the Committee will be recorded and maintained by the Secretary to 
the Committee and will be subsequently presented to the Committee for review and 
approval.  

(h) Liaison  

The Chief Financial Officer will act as management liaison with the Committee.  

5.  Committee and Charter Review  

The Committee will conduct an annual review and assessment of its performance, effectiveness and 
contribution, including a review of its compliance with this Charter, in accordance with the process 
developed by the Board. The Committee will conduct that review and assessment in such manner as it 
deems appropriate and report the results to the Board.  

The Committee will also review and assess the adequacy of this Charter on an annual basis, taking into 
account all legislative and regulatory requirements applicable to the Committee, as well as any best practice 
guidelines recommended by regulators or an applicable stock exchange, and will recommend any required 
or desirable changes to the Board.  

6.  Reporting to the Board  

The Committee will report to the Board in a timely manner with respect to each of its meetings held. This 
report may take the form of circulating copies of the minutes of each meeting held.  

III.  RESPONSIBILITIES  

1.  Financial Reporting  

(a) The Committee is responsible for reviewing and recommending approval to the Board of:  

(i) the Company's financial statements, MD&A and annual and interim profit or loss 
news releases; and  

(ii) prospectus type documents. 
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(b) The Committee is also responsible for:  

(i) discussing with management and the external auditor the quality of generally 
accepted accounting principles ("GAAP"), not just the acceptability of GAAP;  

(ii) discussing with management any significant variances between comparative 
reporting periods and across comparable business units;  

(iii) in the course of discussion with management and the external auditor, identifying 
problems or areas of concern and ensuring those matters are satisfactorily 
resolved;  

(iv) engaging the external auditor to perform a review of the interim financial reports 
and reviewing their findings, however, no formal report from the external auditor 
will be required; 

(v) reviewing the financial statements of the Company's subsidiaries, as well as the 
consolidated financial statements and financial statements for the Company 
pension plans, joint ventures and the like;  

(vi) requiring a representation letter from management similar to that provided by the 
external auditor; and  

(vii) reviewing all financial information and earnings guidance provided to analysts and 
rating agencies.  

2.  External Auditor  

(a) The Company's external auditor is required to report directly to the Committee.  

(b) The Committee is responsible for recommending to the Board:  

(i) the external auditor to be nominated for the purpose of preparing or issuing an 
auditor's report or performing other audit, review or attest services for the 
Company; and  

(ii) the compensation of the external auditor.  

(c) The Committee is directly responsible for overseeing the work of the external auditor 
engaged for the purpose of preparing or issuing an auditor's report or performing other 
audit, review or attest services for the Company, including the resolution of disagreements 
between management and the external auditor regarding financial reporting.  

3.  Relationship with the External Auditor  

(a) The Committee is responsible for reviewing the proposed audit plan and the proposed audit 
fees (to ensure fee containment). 

(b) The Committee is also responsible for:  
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(i) establishing effective communication processes with management and the 
external auditor so that it can objectively monitor the quality and effectiveness of 
the external auditor's relationship with management and the Committee;  

(ii) receiving and reviewing regular reports from the external auditor on the progress 
against the approved audit plan, important findings, recommendations for 
improvements and the auditors' final report;  

(iii) reviewing, at least annually, a report from the external auditor on all relationships 
and engagements for non-audit services that may reasonably be thought to bear 
on the independence of the auditor;  

(iv) meeting regularly in private with the external auditor; and 

(v) receiving at least annually a report by the external auditor on the audit firm's 
internal quality control.  

4.  Accounting Policies  

The Committee is responsible for:  

(a) reviewing the Company's accounting policy note to ensure completeness and acceptability 
with GAAP as part of the approval of the financial statements;  

(b) proactively discussing and reviewing the impact of proposed changes in accounting 
standards or securities policies or regulations;  

(c) reviewing with management and the external auditor any proposed changes in major 
accounting policies and key estimates and judgments that may be material to financial 
reporting; 

(d) ensuring by discussion with management and the external auditor that the underlying 
accounting policies, disclosures and key estimates and judgments are considered to be 
the most appropriate in the circumstances (within the range of acceptable options and 
alternatives);  

(e) discussing with management and the external auditor the clarity and completeness of the 
Company's financial disclosures made under continuous disclosure requirements; and  

(f) reviewing benchmarks of the Company's accounting policies to those followed in its 
industry.  

5.  Risk and Uncertainty  

(a) The Committee is responsible for reviewing, as part of its approval of the financial 
statements, uncertainty notes and disclosures.  

(b) The Committee, in consultation with management, will identify the principal business risks 
and decide on the Company's "appetite" for risk. The Committee is responsible for 
reviewing related risk management policies and recommending those policies for approval 



- A-6 - 

by the Board. The Committee is then responsible for communicating and assigning to the 
applicable Board committee those policies for implementation and ongoing monitoring.  

(c) The Committee is responsible for requesting the external auditor's opinion of 
management's assessment of significant risks facing the Company and how effectively 
they are being managed or controlled.  

6.  Controls and Control Deviations  

(a) The Committee is responsible for reviewing:  

(i) the plan and scope of the annual audit with respect to planned reliance and testing 
of controls; and  

(ii) major points contained in the auditor's management letter resulting from control 
evaluation and testing.  

(b) The Committee is also responsible for:  

(i) receiving reports from management when significant control deviations occur;  

(ii) establishing a Company-wide culture that conveys basic values of ethical integrity 
as well as legal compliance and strong financial reporting and control;  

(iii) reviewing plans of the internal and external auditors to ensure the combined 
evaluation and testing of control is comprehensive, well-coordinated, cost effective 
and appropriate to risks, business activities and changing circumstances;  

(iv) participating in the review and appointment of key people involved in financial 
reporting (i.e., the Chief Financial Officer, the manager of internal audit, etc.); 

(v) reviewing Chief Executive Officer and Chief Financial Officer certification matters 
including matters relating to disclosure controls and procedures;  

(vi) reviewing annually a formal report prepared by management on the effectiveness 
of the Company's control systems;  

(vii) reviewing fraud prevention policies and programs and monitoring their 
implementation; and  

(viii) examining whether extension of its oversight of control systems into non-financial 
areas (e.g., operations) is appropriate.  

7.  Compliance with Laws and Regulations  

(a) The Committee is responsible for discussing the Company's compliance with tax and 
financial reporting laws and regulations, if and when issues arise.  
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(b) The Committee is responsible for reviewing regular reports from management and others 
(e.g., internal and external auditors) concerning the Company's compliance with financial 
related laws and regulations, such as:  

(i) tax and financial reporting laws and regulations;  

(ii) legal withholdings requirements;  

(iii) environmental protection laws; and (iv) other matters for which directors face 
liability exposure.  

(c) The Committee is responsible for providing input to and reviewing the Company's Code of 
Business Conduct and Ethics.  

(d) The Committee is responsible for expanding its review to include a broader set of laws and 
regulations that must be complied with (e.g., compliance with privacy laws in electronic 
commerce systems).  

(e) The Committee with other Board committees is responsible for annually reviewing reports 
from other Board committees on management's processes to ensure compliance with the 
Company's Code of Business Conduct and Ethics.  

8.  Relationship with the Internal Auditor  

(a) The Committee is responsible for reviewing:  

(i) the appointment of the internal auditor;  

(ii) the internal auditor's terms of reference;  

(iii) the overall scope of the internal audit;  

(iv) the majority of reports issued by the internal auditor; and  

(v) management's response to the internal auditor's reports.  

(b) The Committee is responsible for approving the reporting relationship of the internal auditor 
to ensure appropriate segregation of duties is maintained and the internal auditor has direct 
access to the Committee.  

(c) The Committee is responsible for ensuring that the internal auditor's involvement with 
financial reporting is coordinated with the activities of the external auditor.  

(d) If no internal audit function exists, the Committee is responsible for regularly reviewing the 
need for such a function.  
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9.  Other Responsibilities and Issues  

(a) The Chair of the Committee is responsible for ensuring the information received by the 
Committee is responsive to important performance measures and to the key risks the 
Committee oversees.  

(b) The Committee is responsible for the investigation of any matters that fall within the 
Committee's responsibilities and has the explicit authority to do so.  

(c) The Committee is responsible for receiving and reviewing reports from the internal and 
external auditors on their review of the officer and senior executive expense accounts. 

(d) The Committee is responsible for approving policies on political donations and 
commissions paid to suppliers or customers and for receiving reports from the internal 
and/or external auditors on their review of those donations and commissions.  

(e) The Committee is responsible for reviewing and providing management with its views on 
funding matters, financing strategies, capital structure etc., as well as appropriate 
accounting and presentation issues related thereto.  

10.  Pre-Approval of Non-Audit Services  

The Committee is responsible for pre-approving all non-audit services to be provided to the Company or its 
subsidiary entities by the Company's external auditor.  

11.  Review of Public Disclosure  

The Committee will review the following disclosures in advance of their public release by the Company:  

(a) the Company's financial statements, MD&A and annual and interim profit or loss news 
releases; 

(b) earnings guidance; and  

(c) financial outlooks and future-oriented financial information 

The Committee is responsible for being satisfied that adequate procedures are in place for the review of 
the Company's public disclosure of financial information extracted or derived from the Company's financial 
statements and must periodically assess the adequacy of those procedures.  

12.  Submission Systems and Treatment of Complaints  

The Committee is responsible for establishing procedures for:  

(a) the receipt, retention and treatment of complaints received by the Company regarding 
accounting, internal accounting controls, or auditing matters; and  

(b) the confidential, anonymous submission by employees of the Company of concerns 
regarding questionable accounting or auditing matters.  
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13.  Hiring Policies  

The Committee is responsible for reviewing and approving the Company's hiring policies regarding 
partners, employees and former partners and employees of the present and former external auditor of the 
Company. 


