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FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2018

INTRODUCTION

The following Management Discussion and Analysis (“MD&A”) of FSD Pharma Inc. ("FSD", the “Company” or the
"Corporation") is prepared with information as at August 29 2018 and provides an analysis of the Company’s
performance and financial condition as at and for the six month period ended June 30 2018 as well as an analysis
of future prospects. The Board of Directors carries out its responsibility for review of this disclosure principally
through its audit committee, comprised of independent directors. The audit committee reviews this disclosure and
recommends its approval by the Board of Directors.

Prior to the Transaction described below in "General Overview - Acquisition of FV Pharma Inc.", the Company (as
Century Financial Capital Group Inc.) had a fiscal year end of August 31st. As the Transaction with FV Pharma
Inc. ("FV Pharma") resulted in a reverse takeover of the Company, FV Pharma is now deemed to be the reporting
company and financial results will be reported on a consolidated basis in future periods using FV Pharma's fiscal
year end of December 31st.

This MD&A has been prepared in compliance with the requirements of National Instrument 51-102 - Continuous
Disclosure Obligations. This discussion should be read in conjunction with the audited consolidated financial
statements of FV Pharma for the years ended December 31 2017 and 2016 and the unaudited interim
consolidated financial statements for the six months ended June 30 2018, together with the notes thereto. All
amounts are in Canadian dollars unless otherwise specified. The financial statements of the Company, along with
Certifications of Annual and Interim Filings, news releases and other information, are available on the Canadian
System for Electronic Document Analysis and Retrieval (SEDAR) under FSD Pharma Inc. at www.sedar.com.

For the purposes of preparing this MD&A, management, in conjunction with the Board of Directors, considers the
materiality of information. Information is considered material if: (i) there is a substantial likelihood that a
reasonable investor would consider it important in making an investment decision; or (ii) it would significantly alter
the total mix of information available to investors. Management, in conjunction with the Board of Directors,
evaluates materiality with reference to all relevant circumstances, including potential market sensitivity.

FORWARD-LOOKING STATEMENTS

The information provided in this Listing Statement, including information incorporated by reference, may contain
"forward-looking statements" about the Company and its wholly owned subsidiary, FV Pharma Inc. ("FV Pharma").
In addition, the Company may make or approve certain statements in future filings with Canadian securities
regulatory authorities, in press releases, or in oral or written presentations by representatives of the Company or
FV Pharma that are not statements of historical fact and may also constitute forward-looking statements. All
statements, other than statements of historical fact, made by the Company or FV Pharma that address activities,
events or developments that the Company expects or anticipates will or may occur in the future are forward-
looking statements, including, but not limited to, statements preceded by, followed by or that include words such

as "may", "will", "would", "could", "should", "believes", "estimates", "projects", "potential”, "expects", "plans",

"intends", "anticipates", "targeted", "continues", "forecasts", "designed", "goal", or the negative of those words or
other similar or comparable words.

Forward-looking statements may relate to future financial conditions, results of operations, plans, objectives,
performance or business developments. These statements speak only as at the date they are made and are
based on information currently available and on the then current expectations of the party making the statement
and assumptions concerning future events, which are subject to a number of known and unknown risks,
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uncertainties and other factors that may cause actual results, performance or achievements to be materially
different from that which was expressed or implied by such forward looking statements, including, but not limited
to, risks and uncertainties related to:

o the regulation of the medical cannabis industry in Canada;

o the availability of financing opportunities, risks associated with economic conditions, dependence on
management and conflicts of interest; and

e other risks described in this Listing Statement and described from time to time in documents filed by the
Corporation with Canadian securities regulatory authorities.

The forward-looking statements contained herein are based on certain key expectations and assumptions,
including: (i) expectations and assumptions concerning timing of receipt of required shareholder and regulatory
approvals, including with respect to the receipt of required licenses and third party consents, if any; and (ii)
expectations and assumptions concerning the success of the operations of the Company.

With respect to the forward-looking statements contained herein, although the Company and FV Pharma believe
that the expectations and assumptions on which the forward-looking statements are based are reasonable, undue
reliance should not be placed on the forward-looking statements, because no assurance can be given that they
will prove to be correct. Since forward-looking statements address future events and conditions, by their very
nature they involve inherent risks and uncertainties. Actual results could differ materially from those currently
anticipated due to a number of factors and risks. These include, but are not limited to: the availability of sources of
income to generate cash flow and revenue; the dependence on management and directors; risks relating to the
receipt of the required licenses, risks relating to federal and provincial regulations applicable to the production and
sale of cannabis, risks relating to additional funding requirements; due diligence risks; exchange rate risks; risks
relating to non-controlling interests; potential conflicts of interest; and potential transaction and legal risks, as more
particularly described under the heading "Risks and Uncertainties" below.

Consequently, all forward-looking statements made in this and other documents of the Company or FV Pharma,
as applicable, are qualified by such cautionary statements and there can be no assurance that the anticipated
results or developments will actually be realized or, even if realized, that they will have the expected
consequences to or effects on the Company and FV Pharma. The cautionary statements contained or referred to
in this section should be considered in connection with any subsequent written or oral forward-looking statements
that the Company, FV Pharma and/or persons acting on their behalf may issue. Neither the Company nor FV
Pharma undertake any obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, other than as required under securities legislation.

Market and Industry Data

This management's discussion and analysis includes market and industry data that has been obtained from third
party sources, including industry publications. The Company believes that its industry data is accurate and that its
estimates and assumptions are reasonable, but there is no assurance as to the accuracy or completeness of this
data. Third party sources generally state that the information contained therein has been obtained from sources
believed to be reliable, but there is no assurance as to the accuracy or completeness of included information.
Although the data is believed to be reliable, the Company has not independently verified any of the data from third
party sources referred to or ascertained the underlying economic assumptions relied upon by such sources.

GENERAL OVERVIEW

The Company was formed under the provisions of the Business Corporations Act (Ontario) (the "OBCA") on
November 1 1998 pursuant to the amalgamation of Olympic ROM World Inc., 1305206 Ontario Corporation,
1305207 Ontario Inc., Century Financial Capital Group Inc. and Dunberry Graphic Associates Ltd. On May 24
2018 pursuant to the Articles of Amendment, the Company changed its name to "FSD Pharma Inc.". The head
office of the Company is located at 1 Rossland Road West, Suite 202, Ajax, Ontario, L1Z 1Z2.

Currently, the Class B Subordinate Voting Shares of the Company are posted for trading in Canada on the
Canadian Securities Exchange under the trading symbol "HUGE", in the United States of America on the OTC



under the trading symbol "FSDDF", and on the Frankfurt Exchange under the “WKN: A2JM6M” and the ticker
symbol “0K9".

Prior to August 2016, the Company was engaged in the leasing of various kinds of operating and manufacturing
equipment such as industrial and construction machinery. All leases have since been written off and the Company
was inactive until March 9 2018 when the Company entered into agreements to acquire FV Pharma Inc. ("FV
Pharma"), which was completed on May 24 2018. The acquisition of FV Pharma constituted a change of business
for the Company (see Acquisition of FV Pharma" below).

FV Pharma is a Licensed Producer of medical cannabis in Canada under the Access to Cannabis for Medical
Purposes Regulations (Canada) (the "ACMPR") and is committed to transforming its facilities into one of the

largest hydroponic indoor cannabis facilities in the world. FV Pharma intends to target all legal aspects of the
cannabis industry, including cultivation, processing, manufacturing, extracts, and research and development.

On June 21 2018, Bill C-45 (the Cannabis Act) formally received Royal Assent in Canada’s Parliament. The bill
officially becomes law on October 17 2018 when retail sales begin, according to an announcement by Canada’s
federal government. The law effectively signals the end of 95 years of prohibition on the sale and consumer use of
cannabis in Canada, a historic moment for Canadians and the cannabis sector. Canada is the first G7 country to
legalize the adult consumer use of cannabis.

Acquisition of FV Pharma

The Company executed a definitive business combination agreement on March 9 2018 with FV Pharma (the
"Definitive Agreement"), whereby FV Pharma would be combined with the Company to continue the business of
FV Pharma as a medical cannabis producer under the Access to Cannabis for Medical Purposes Regulations
(Canada) (the "ACMPR").

Under the terms of the Definitive Agreement, the Transaction was completed by way of a "three-cornered
amalgamation” pursuant to the provisions of the Business Corporations Act (Ontario), whereby 2620756 Ontario
Inc., a wholly-owned subsidiary of the Company amalgamated with FV Pharma (the "Amalgamation"), and the
amalgamated entity is now a wholly-owned subsidiary of the Company.

Pursuant to the terms of the Definitive Agreement and in connection with the Amalgamation:

o the Company amended its articles to: (i) amend and designate its outstanding common shares (the
"Existing Century Shares") as Class B subordinate voting shares (the "Century Class B Shares"); and (ii)
create a new class of Class A multiple voting shares (the "Century Class A Shares");

e holders of outstanding Class A common voting shares of FV Pharma (the "FV Class A Shares") received
one (1) Century Class A Share for each one (1) FV Class A Share held;

e holders of outstanding Class B common non-voting shares of FV Pharma (the "FV Class B Shares" and,
together with the FV Class A Shares, the "FV Shares"), including FV Class B Shares issued on
conversion of the Subscription Receipts, received one (1) Century Class B Share for each one (1) FV
Class B Share held; and

e all outstanding options to purchase FV Shares and options to purchase Existing Century Shares were
exchanged, on an equivalent basis, for options to purchase Century Class B Shares, and all outstanding
warrants to purchase FV Class B Shares and warrants to purchase Existing Century Shares were
exchanged, on an equivalent basis, for warrants to purchase Century Class B Shares.

The Definitive Agreement included a number of conditions common to transactions of this type, all of which were
satisfied.



FV Pharma License and Facility Overview
The License

FV Pharma is in the business of the production and sale of medical cannabis in accordance with the Access to
Cannabis for Medical Purposes Regulations (Canada) (the "ACMPR") pursuant to the Controlled Drugs and
Substances Act (Canada) (the “CDSA”).

FV Pharma received its License under section 22(2) of the ACMPR on October 13 2017. The License permits FV
Pharma to acquire cannabis plants and/or seeds for the purpose of initiating plant growth and for conducting
analytical testing.

The License does not currently permit FV Pharma to sell medical cannabis. In order to proceed with the sale of
medical cannabis, FV Pharma will first have to obtain an amendment to its License from Health Canada. The
granting of such an amendment is dependent upon FV Pharma demonstrating compliance with the quality control
standards and the Good Production Practices as established under Subdivision D of the ACMPR, as well as
Health Canada completing an inspection with respect to record-keeping, security measures, packaging, labelling,
shipping and other requirements prescribed by the ACMPR. Health Canada may then issue an extended license
which would allow FV Pharma to sell or provide fresh or dried cannabis or cannabis oil to patients of FV Pharma,
or such other persons who are permitted to purchase cannabis products under subsection 22(2) of the ACMPR.

The Facility

FV Pharma was incorporated under the OBCA on September 12 2011 as 2298519 Ontario Corp. and changed to
its present name, FV Pharma Inc. on September 17 2013. The registered and head office of FV Pharma is located
at 1 Rossland Road West, Suite 202, Ajax Ontario, L1Z 1Z2. FV Pharma's plant and operations are located at 520
William Street, Area 4, Bldg. #3, Coburg, Ontario, K9A 3A5 (the "Facility").

FV Pharma’s License permits the cultivation of cannabis at the Facility. FV Pharma acquired the Facility in
November 2017 and intends to expand operations into the Facility’s remaining space in 2018 pending approval
from Health Canada and raising sufficient financing to complete its proposed capital improvements.

The Facility hosts an existing 620,000 square feet of building space and is famously known as the former
KRAFT® food manufacturing facility. The Facility is situated only one hour east of Toronto in Cobourg, Ontario, off
the 401 highway and has access by car or rail to Ottawa and Montreal.

The Facility rests on 70 acres of land, 32 of which have been utilized for the current building with the remaining 40
acres available for the staged-phased development of the Facility. Upon completion of its development, FV
Pharma expects to achieve a total of approximately 3,800,000 square feet dedicated to cannabis cultivation and
related ancillary businesses all under one roof making it one of the largest indoor cannabis cultivation facilities in
the world. The Facility has an electrical substation on site, natural gas lines, multiple water intakes, rail lines
directly into the Facility and 26 loading docks thereby providing the robust infrastructure necessary to
accommodate FV Pharma's expansion plans.

FV Pharma anticipates hiring personnel to grow, process and market their products in compliance with Health
Canada requirements. At full capacity in the Facility’s current build-out, the estimated annual production output is
approximately 4 million grams of cannabis.

ACMPR Licensing Process Overview

The market for cannabis (including medical cannabis) in Canada is regulated by the CDSA, the ACMPR, the
Narcotic Control Regulations and other applicable law. Health Canada is the primary regulator of the industry as a
whole. The ACMPR aims to treat cannabis like any other narcotic used for medical purposes by creating
conditions for a new commercial industry that is responsible for its production and distribution.



Any applicant seeking to become a licensed producer or seller under the ACMPR is subject to stringent Health
Canada licensing requirements. According to Health Canada, effective May 25, 2017, there is a six-step licensing
process under the ACMPR:

i Intake and Initial Screening

When an application is received, it undergoes an assessment by Health Canada for completeness. If an
application appears to be complete, it will be assigned an application number. The application number means that
the application has completed the assessment. Applicants reference their application number in all
correspondence with Health Canada.

The Initial Screening includes an assessment of:

e the proposed business plan;

e the Security Clearance Application Form; and

e record-keeping methods pertaining to security, Good Production Practices, inventory, and destruction
methods.

If an application is not complete, depending on the information that is missing, applicants may be contacted by
Health Canada to obtain the missing information or the application may be returned to the applicant. Health
Canada will also verify that applicants have provided notices to the senior officials with the local government
where their proposed site is located.

ii. Detailed Review and Initiation of Security Clearance Process
All information submitted to Health Canada, and any other relevant information, is reviewed by Health Canada to:

e complete the assessment of the application to ensure that it meets the requirements of the regulations;

e establish that the issuance of the license is not likely to create risks to public health, safety or security,
including the risk of cannabis being diverted to an illicit market or use; and

e establish that there are no other grounds for refusing the application.

Health Canada thoroughly reviews the application to ensure the level of detail included in the application is
sufficient to assess the requirements of the ACMPR and validate the information provided. Consideration is also
given by Health Canada to the proposed security measures including those required by Subdivision C of the
ACMPR and the description of the storage area for cannabis as required by the Security Directive; the credentials
of the proposed quality assurance person to meet the good production requirements outlined in Subdivision D of
the ACMPR; and the details listed in the quality assurance report relating to premises, equipment and sanitation
program. Physical security plans are reviewed and assessed in detail at this stage.

Licensed producers are required to comply with all applicable provincial/territorial and municipal laws, including
zoning restrictions, fire and electrical safety, and environmental legislation (e.g. waste management).

When applying for a license to produce under the ACMPR, a security clearance application form must be
submitted for the following individuals:

the proposed senior person in charge;

the proposed responsible person in charge;

the proposed alternate responsible person(s) in charge (if applicable);

if a producer’s license is issued to an individual, that individual; and,

if a producer’s license is issued to a corporation, each officer and director of the corporation.



Issuance of License to Produce

Once Health Canada confirms that the requirements of the ACMPR have been met, and the applicant successfully
completes the Detailed Review and Initiation of Security Clearance Process stage, a license to produce will be
issued.

Introductory Inspection (as cultivation begins)

As part of the Terms and Conditions on the Health Canada licence, a Licensed Producer is required to notify
Health Canada as cultivation begins. Once notified, Health Canada will schedule an initial inspection to verify that
the Licensed Producer is meeting the requirements of the ACMPR including, but not limited to, the physical
security requirements for the site, record-keeping practices and Good Production Practices and to confirm that the
activities being conducted by the Licensed Producer to those indicated on the license.

Pre-Sales Inspection

When FV Pharma wishes to add the activity of sale to its existing license, an amendment application must be
submitted to the Office of Medical Cannabis. Health Canada will then schedule an inspection to verify that the
Company is meeting the requirements of the ACMPR including, but not limited to, Good Production Practices,
packaging, labelling, shipping, and record keeping prior to allowing the sale or provision of product.

Issuance of License to Sell

To complete the assessment of the requirements of the ACMPR and establish that adding the activity of sale of
cannabis products is not likely to create a risk to public health, safety or security, and to confirm that there are no
other grounds for refusing the amendment application, Health Canada reviews the following information:

e results of the pre-sale inspection;
¢ information submitted in the amendment application to add the activity of sale to the license; and
e any other relevant information.

When the review is completed, an amended license, including the activity of sale, is issued to the Corporation.
Once an amended license is issued, the Company can begin supplying cannabis products to registered clients,
other Licensed Producer and/or other parties named in subsection 22(2) of the ACMPR, depending on the
activities licensed. Health Canada issues separate licenses for dried marijuana, plants and/or cannabis oil.

NARRATIVE DESCRIPTION OF THE COMPANY'S BUSINESS

Business Objectives

The principal business intended to be carried on by the Company is the production of medical cannabis in
Canada, through FV Pharma, and subsequently the sale of medical cannabis in Canada. On October 13 2017, FV

Pharma received its Licence from Health Canada (see "Risk Factors - Licensing Requirements under the
ACMPR").



The Company expects to complete the following over the next 12 months:

Objective Target Date
Continue capital improvements to 25,000 square feet of June 2018
the Facility
Commence cultivation and hire an additional 30 October 2018
employees
Obtain an amendment to its License allowing it to sell September 2018
cannabis pursuant to the ACMPR
Commence sale of cannabis products November—
December
July 2018

Commence build-out of additional 220,000 square foot
area of the Facility with Cannabis Wheaton Income Corp
(now known as “Auxly”).

Significant Events or Milestones

The principal milestones that must occur during the 12-month period following the Amalgamation for the business
objectives described above to be accomplished are as follows:

Significant Event or Milestone Target Date

FV Pharma producing its first batches of dried cannabis October 2018

Obtain sales license under the ACMPR September 2018
Production and sale of medical cannabis November—
December 2018
Production of cannabis oils December 2018
Develop distribution channels for products June—December 2018

Joint Venture with Auxly Cannabis Group Inc.

The Company is a party in a joint venture between its wholly-owned subsidiary, FV Pharma and Auxly Cannabis
Group Inc. (TSX.V - XLY) (“Auxly”).

On December 21 2017, FV Pharma announced that it had entered into a letter of intent with Auxly Cannabis
Group Inc., and on March 5 2018, the parties entered into a binding definitive agreement (the “Auxly Agreement”).
Under the terms of the Auxly Agreement, the parties agreed to combine their respective capabilities to develop
certain portions of the Facility in mutually agreed upon phases (each, a “Project Phase”) on identified areas within



the Facility (the “Project Facility”). The Auxly Agreement provides that Auxly will assume primary carriage through
the implementation of each Project Phase at the Project Facility, including, but not limited to:

o the design of each phase of development at the Facility and the management and supervision of all
professional services performed in connection therewith, including architectural services, engineering
services, construction services and security services;

e the selection of and provision of Cannabis genetics (e.g. seeds, cuttings or clones) for each phase of
development at the Project Facility;

e assisting in the hiring, training and oversight of professional and operational staff;

e assisting in the development and implementation of distribution strategies for all Products produced at the
Project Facility including sourcing unique distribution channels for such Products; and

e assisting with the regulatory licensing process including facilitating interaction between FV Pharma and
Health Canada.

The Auxly Agreement also provides that Auxly has primary responsibility for financing and/or sourcing the funds
required for the capital expenditures for each Project Phase at the Project Facility, to be comprised of both equity
and debt financing provided directly by Auxly or by a third party lender arranged for and designated by Auxly. It is
expected that capital expenditure funding provided directly by Auxly will be provided by way of equity subscription
for Class B Subordinate Shares at a mutually agreed upon premium to the trading price of such shares. Capital
expenditure funding arranged by Auxly but provided by a third-party lender will be provided by way of a loan
payable by and/or guaranteed by Auxly, on terms to be mutually agreed to by the parties.

As consideration for the services described above, Auxly will be entitled to receive a monthly payment equal to
49.9% of the revenue received by FV Pharma for any retail sales of cannabis derived from each completed
Project Phase within the Project Facility (“Product”), less the Total Retail Costs of FV Pharma, subject to
adjustment in certain circumstances. Auxly also has the right to direct the sale of up to 49.9% of Product on a
wholesale basis, for which Auxly is entitled to receive a payment equal to the difference between the wholesale
transfer price of such Product less the Total Wholesale Costs of FV Pharma.

“Total Retail Costs” is equal to the cultivation, shipping, packaging and marketing costs associated with producing
the Product plus a mark-up of 10%

“Total Wholesale Costs” is equal to the cultivation, shipping and packaging costs associated with producing the
Product plus a mark-up of 10%.

In addition, until such time that FV Pharma generates its first revenue from the sale of cannabis products at the
Facility, under partnership with Auxly, Auxly will provide up to 50% of the mutual agreed upon working capital
funding necessary to operate such portion of the Facility.

The first phase of the buildout of the FV Pharma facility (the “Facility”) in Cobourg, Ontario has been approved in
an updated construction and development budget provided by Auxly. Of the current 620,000 square feet of
building space available, 220,000 square feet will be developed and fully funded. As part of this project, Auxly will
contribute $55,000,000 to buildout the Facility.

The 220,000 square feet of cultivation and ancillary space will include a research and development lab focused on
advancements in LED lighting, nutrient testing, breeding and genetics research. The first phase will also contain a
dedicated space for large-scale extraction capabilities. The Company expects first phase construction to be
completed and ready for Health Canada approval by the end of December 2018. Pending regulatory approval, the
Company expects to plant the first harvest in the first phase by the end of January 2019. FSD retains a 50.1%
stream (after all operating expenses are recovered plus a ten percent profit is paid to FSD) of all cannabis and
cannabis- derived products produced at the Facility, under partnership with Auxly in perpetuity.

As part of the updated construction budget, the Facility will implement several technological advancements in
order to increase energy efficiency and post-harvest process automation. These advancements are anticipated to
benefit the environment and the community of Cobourg through less demand on the local electricity grid and will
reduce operating expenses to the Company.



Strategic Alliance with SciCann Therapeutics Inc.

On June 6 2018, the Company announced that FV Pharma had entered into a strategic alliance with SciCann
Therapeutics Inc. (“SciCann”) by executing a binding Memorandum of Understanding (the "MOU") dated May 28,
2018, pursuant to which FV Pharma shall invest up to $3M in SciCann for a 15% equity stake.

In addition, FV Pharma will receive an exclusive license in Canada for the production and distribution of a line of
proprietary cannabinoid-based, patent pending and indication-specific products developed by SciCann.

Under the MOU, FV Pharma shall receive premium access to the cannabinoid scientific research platform
developed by SciCann in Israel, which includes a network of leading researchers, academic institutions and
medical centers. This platform will enable FV Pharma to execute a series of rigorous clinical studies for cannabis-
based products in a highly time and cost-efficient environment, to fulfil its stated goal of becoming the global
leader in the new emerging field of clinically proven cannabinoid-based therapies.

The partnership provides FV Pharma premium access directly to the heart of Israel’s thriving cannabis scientific
R&D ecosystem. Through this platform, FV Pharma will be able to perform a large set of pre-clinical and clinical
rigorous studies with novel cannabis medical products, and thus position itself as a leading developer and
distributor of pharmaceutical grade medical cannabis therapies, tested and verified in a strict scientific way. In
addition, it would bring the novel and patent pending line of indication-specific products developed by SciCann to
patients in Canada.

On August 23 2018, the Company reported that SciCann achieved positive results in a pre-clinical efficacy study
of its proprietary “Steady Stomach” CBD combination product for Inflammatory Bowel Disease (IBD).

The “Steady Stomach” product is a patent-pending combination of Cannabidiol (CBD) together with additional
synergistic factors that potentiate and activate the anti-inflammatory properties of CBD, thus making it more
effective as a potential treatment for IBD disorders. All active ingredients of the “Steady Stomach” formulation are
natural food-grade compounds, thus qualifying it as a CBD food supplement product. Previously completed tox
studies in rodents performed by SciCann has demonstrated very high safety profile for the combination product,
without any observed adverse events.

The pre-clinical study used a gold standard rodent model of Ulcerative Colitis, and demonstrated a significant 3-
fold improved efficacy for the combination product, as compared to CBD alone, in reversing the deleterious effects
caused by the colitis induction agent in the study model. Specifically, while the CBD alone arm achieved only a
27% improvement score as compared to the non-treated control arm, the “Steady Stomach” combination
treatment arm achieved a 79% improvement score, thus almost completely alleviating the Colitis symptoms
induced in the model animals.

Partnership Agreement with Cannara Biotech Inc.

On June 19 2018, the Company announced the signing of a partnership agreement between FV Pharma and
Cannara Biotech Inc. (“Cannara”) effective May 31 2018. The agreement creates the ability for the Company to
become the largest indoor medical cannabis growing operation in North America. Together, FV Pharma and
Cannara have a combined floor space of over 1.245 million square feet of indoor growing capacity.

Under the partnership agreement, FV Pharma will occupy over 105,000 square feet of Cannara’s 625,000 square
foot facility, located 45 minutes from downtown Montreal. Similar to the ideal location of FSD Pharma’s former
Kraft plant in Cobourg, Ontario, Cannara’s facility is less than one hour from Canada’s second largest city
Montreal. This provides the Company with the potential advantage of being able to supply two large cannabis
marketplaces in Canada with virtually instant delivery access to both. The new premises will be used for the
operation of licensed cannabis cultivation and/or the sale of products namely, dried cannabis, fresh cannabis,
cannabis oil, saleable cannabis and other cannabis-derived products for medical purposes and, when formally
legalized for recreational purposes, Cannara’s facility is expected to be one of the largest indoor medical cannabis
production facilities in Quebec.



On July 24 2018, the Company announced that Cannara closed on a $17.66 million dollar common share equity
financing, during which the Company made an additional investment of $1 million. First Republic Capital Corp.
was the sole broker for the offering, the proceeds of which will support the first phase build-out at Cannara's
Farnham, Quebec facility, as well as fund product development. FSD has applied for a second site license at the
Cannara facility.

FSD Pharma currently owns 5.556% of Cannara , a strategic investment that will allow FV Pharma to further
expand its output capacity in Quebec, the province with the lowest electricity rates in North America. The market
opportunity for cannabis and cannabis-derived products in Quebec is sizable as it is the second largest province
by population in Canada. FV Pharma and Cannara will collaborate on many upcoming projects and innovations to
bring the highest-quality indoor grown products to the market at the lowest price.

Other Corporate Investments

In order to further its business objectives and broaden its scope, the Company has also made investments in
other companies.

High Tide Ventures Inc. originally purchased 200K at $1 per share now FSD are planning on purchasing 2M
dollars worth at $1.38 per share but have not yet sent the money

The Company currently holds an investment in High Tide Ventures Inc., which is being carried at cost of
$200,000. High Tide is a private Alberta company that is planning to open outlets in Alberta.

Other Corporate Activities

On June 14, 2018, the Company announced the appointment of Mr. Anthony Durkacz to its Board of Directors,
effective immediately. Mr. Durkacz is currently a Director and Executive Vice President at First Republic Capital
Corp. since January 2014. First Republic Capital Corp. has acted as the exclusive agent of the Company and has
raised approximately $53,000,000 of equity capital to date. Mr. Durkacz has broad experience in the financing,
marketing, investor relations and public listings of small and micro cap companies in various sections in Canada
and the USA.

On June 21, 2018, the Company announced the appointment of Mr. Michael Ash as the Chief Commercial Officer
of FV Pharma. Mr. Ash brings a wealth of pharmaceutical industry expertise to FV Pharma in the areas of
domestic and international sales and distribution, product and brand development and product packaging.

On June 26, 2018, the Company announced the appointment of Dr. Zohar Koren as Head of the Company’s
Scientific Advisory Board. Dr. Koren brings with him over 20 years of extensive hands-on experience in the
development of pharmaceutical products, mostly in the cannabinoid space, and has deep knowledge and
familiarity with the complex paths of designing novel therapies for various indications and bringing them to
registration and approval. Under his leadership, the Scientific Advisory Board of the Company will focus on
bringing disruptive science-based cannabinoid therapies to patients, and assist in positioning the Company as a
global leader in the new emerging field of clinically verified and rigorously tested cannabinoid medical products.

SUMMARY OF SELECTED ANNUAL FINANCIAL INFORMATION

Prior to the Transaction described in "General Overview - Acquisition of FV Pharma Inc.", the Company (as
Century Financial Capital Group Inc.) had a fiscal year end of August 31st. As the Transaction with FV Pharma
resulted in a reverse takeover of the Company, FV Pharma is now deemed to be the reporting company and
financial results will be reported on a consolidated basis in future periods using FV Pharma's fiscal year end of
December 31st.
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The following is selected information from FV Pharma's three most recently completed fiscal year-ends:

Year Ended Year Ended Year Ended

December 31 December 31 December 31,

2017 2016 2015

Annual Information $) $) $)
Total revenue 25,943 - -
Net income (loss) (3,524,515) (176,916) (190,146)
Income (loss) per share - basic and fully-diluted (0.00) (0.00) (0.00)
Total assets 13,679,694 638,651 699,788
Long-term liabilities 1,265,995 281,164 164,327

Dividends declared - - -

Year ended December 31, 2017 and 2016:

For the year ended December 31, 2017, FV Pharma generated revenue only from sub leasing a small amount of
area in its facility in the amount of $ 25,943 as compared to Nil for the year ended December 31, 2016. The
Company purchased its facility in November 2017, and therefore did not have any rental income in fiscal 2016.
During all of 2016 and the ten and half months ended November 2017, the Company was renting 25,000 square
feet of space in the facility, and was in the build out phase in anticipation of becoming a licensed producer.

For the year ended December 31, 2017, total expenses increased by $3,298,542 to $3,449,515 from $176,916 for
the year ended December 31, 2016, primarily from the increase of $484,858 in operating costs and $2,990,600
by an increase in share-based compensation expense.

Net loss for the year ended December 31, 2017 was $3,524,515 as compared to a net loss of$ 176,916.

Cash Flows
Year ended December 31, 2017 and 2016:

During the year ended December 31, 2017, the Company used cash of $149,865 in operating activities as
compared to $75,008 in the year ended December 31, 2016. The Company was less active in 2016 as compared
to current year, due to cash flow constraints

During the year ended December 31, 2017, the Company generated net cash of $12,513,249 (2016 - $66,000) in
financing activities, mainly from non-brokered private placement financings.

During the year ended December 31, 2017, net cash used in investing activities was $7,653,477 as compared to
nil during the year ended December 31, 2016. In the current year, the Company purchased its facility at 520
Williams Street in Cobourg, Ontario for approximately$ 5.6 million and spent funds on the renovation of the facility
including HVAC systems and some furniture and equipment.

For the year ended December 31, 2017, the Company had a net increase in cash of $4,709,907 as compared to a
decrease of $6,172 for the year ended December 31, 2016. At December 31, 2017, the Company had cash on
hand in the amount of $4,739,988 (2016- $ 30,081)

During 2015 and 2016, FV Pharma was essentially inactive.
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SELECTED QUARTERLY INFORMATION
The following is selected financial information for the most recent interim periods indicated.

Net Income (Loss)

Per Share Total

Total Revenue Total %) Assets

Quarter Ended %) $) %)
June 30 2018 29,372 (3,435,409) 0.00 52,800,119
March 31 2018 39,983 (3,504,764) (0.00) 15,331,960

FV Pharma did not produce interim financial information for periods prior to March 31 2018, therefore information
is not available.

During the quarter ended June 30 2018, the Company had a net operating loss of $3,435,409 consisting mainly
because of consulting fees, salaries and professional fees incurred to complete the reverse takeover transaction
between FV Pharma Inc. and FSD Pharma Inc., as well as amounts spent to build its cannabis operations. Due to
the application of IFRS 9, the Company elected to flow an increase of $7,500,000 in the fair value of its investment
in Cannara Biotech Inc. through its statement of comprehensive income. That election resulted in a net
comprehensive income of $4,064,591 during the quarter.

The Company’s ability to raise funds for future development is largely tied to the Canadian capital markets and
investor interest in resource exploration and development companies. Even though financial markets have
improved, there continues to be ongoing concern about the demand for Canadian commodities and therefore
availability of funding for junior resource companies. Demand by the world’s major consumers of raw materials,
particularly in China and India has declined over the few years; however, management remains optimistic about
the improved economic growth in the North American economy.

The Company’s financial performance is dependent on many external factors. The Company expects that any
revenues it may earn from its operations in the future will be from the sale of oil and gas. Both prices and markets
for oil and gas can be volatile, difficult to predict and respond to changes in domestic and international political,
social and economic environments. In addition, the availability and cost of funds for exploration, development and
production costs are difficult to predict. These circumstances and events could materially affect the financial
performance of the Company.

DISCLOSURE OF OUTSTANDING SHARE DATA

The Company's outstanding capital was as follows as at the dates indicated:

June 30 2018 December 31 2017

Basic Fully Diluted Basic Fully Diluted
Class A voting 15,000 15,000 15,000 15,000
Class B subordinate voting 1,319,600,506 1,540,842,963 762,764,138 875,618,356
Stock options 109,000,000 41,500,000
Warrants 112,242,457 71,354,218

TRANSACTIONS WITH RELATED PARTIES
During the period ended June 30, 2018, the Company entered into the following transactions with related parties:
(a) Key management personnel are defined as those individuals having authority and responsibility for

planning, directing, and controlling the activities of the Company. For the period ended June 30, 2018, the
Company's Chief Executive Officer and a director received salary compensation of $96,250 (2017 - $nil). He
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also received a bonus of $400,000 representing back pay as he had not been paid any remuneration since FV
Pharma's inception. He also received a car allowance of $9,000 (2017 - $ nil).

(b) The Company's Vice-President and a director received salary compensation of $137,500 ($2017 - $ nil).
Mr. Saeed also received a bonus of $300,000 representing back pay as he had not been paid any remuneration
since FV Pharma's inception. Mr. Saeed also received a car allowance of $9,000 (2017 - $nil).

(c) A consultant to the Company who was instrumental in introducing SciCann Therapeutics Inc. to the
Company (see note 9) was granted a total of 10,000,000 stock options exercisable at $0.10 per Class B share to
expire April 9, 2023. These options vest as at 25% immediately and an additional 25% on the dates that are 6, 12
and 18 months from date of grant.

(d) Key management personnel compensation during the period is comprised of:

June 30, 2018

(%)
Salaries and benefits 251,750
Bonuses 700,000

Share based payments -

All transactions were in the normal course of operations and were recorded at exchange values established,
which the consideration is agreed upon by the related parties.

CRITICAL ACCOUNTING ESTIMATES, JUDGEMENTS AND ACCOUNTING POLICIES

Critical Accounting Estimates

Significant assumptions about the future that management has made that could result in a material adjustment to
the carrying amounts of assets and liabilities, in the event that actual results differ from assumptions made, relate
to, but are not limited to, the following:

(i) the recoverability of accounts receivable that are included in the statement of financial position;

(i) the estimated useful lives and residual value of property and equipment which are included in the
financial statements and the related depreciation included in profit or loss;

(iii) the inputs used in accounting for share based payment transactions and in valuation of warrants included
in financial assets at fair value through profit or loss; and

(iv) management's judgment in determining the functional currency of the Company as Canadian Dollars.
Valuation of Biological Assets
Biological assets, consisting of cannabis plants, are measured at fair value less costs to sell up to the point of
harvest. Determination of the fair values of the biological assets requires the Company to make assumptions
about how market participants assign fair values to these assets. These assumptions primarily relate to the level

of effort required to bring the cannabis up to the point of harvest, sales price, and expected remaining future
yields for the cannabis plants.
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Critical accounting judgments
Income taxes and recovery of deferred tax assets

The measurement of income taxes payable and deferred income tax assets and liabilities requires management
to make judgments in the interpretation and application of the relevant tax laws. The actual amount of income
taxes only becomes final upon filing and acceptance of the tax return by the relevant authorities, which occurs
subsequent to the issuance of the financial statements.

Restoration, rehabilitation and environmental obligations

Management's assumption of no material restoration, rehabilitation and environmental exposure, is based on the
facts and circumstances that existed in the current and prior periods.

Going concern assumption

Going concern presentation of the financial statements which assumes that the Company will continue in
operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in the normal
course of operations as they come due.

Accounting policies

Reference is made to the Company’s audited financial statements for a full discussion of its significant accounting
policies.

RISKS AND UNCERTAINTIES

Many risks are discussed below, but these risk factors should not be construed as exhaustive. There are
numerous factors, both known and unknown, that could cause actual results or events to differ materially from
forecast results.

The Corporation is Not a Licenced Seller under the ACMPR

On October 13 2017, FV Pharma received its Licence to cultivate cannabis from Health Canada under the
ACMPR, but FV Pharma has not yet received a licence to sell medical cannabis. FV Pharma’s ability to sell
medical cannabis in Canada is dependent on obtaining an amendment to its License from Health Canada and
there can be no assurance that FV Pharma will obtain such an amendment to its License. The timeframes and
costs required for FV Pharma or any applicant for a License under the ACMPR to build the infrastructure required,
to apply for, and to receive, a License can be significant. The current backlog of applications from other licensees
with Health Canada and the anticipated timeframe for processing and approval of any application for a license to
sell medical cannabis cannot be reliably determined at this time.

Regulatory Risks

The Company operates in a new industry which is highly regulated and is in a market that is very competitive and
evolving rapidly. The proposed activities of the Company will be subject to regulation by governmental authorities,
including, but not limited to, Health Canada's Office of Controlled Substances. The Company's business
objectives are contingent upon, in part, compliance with regulatory requirements enacted by these governmental
authorities and obtaining all regulatory approvals, where necessary, for the sale of its products. The Company
cannot predict the time required to secure all appropriate regulatory approvals for its products, or the extent of
testing and documentation that may be required by governmental authorities. Any delays in obtaining, or failure to
obtain regulatory approvals would significantly delay the development of markets and products and could have a
material adverse effect on the business, results of operations and financial condition of the Company.

Although the operations of the Company are currently carried out in accordance with all applicable rules and
regulations, no assurance can be given that new rules and regulations will not be enacted or that existing rules
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and regulations will not be applied in a manner which could limit or curtail the Company's ability to produce or sell
medical cannabis. Amendments to current laws and regulations governing the importation, distribution,
transportation and/or production of medical cannabis, more stringent implementation thereof or other
unanticipated events could have a material adverse impact on the business, financial condition and operating
results of the Company.

Governmental Regulations and Risks

The Corporation's License is subject to environmental regulation. 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 will 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 operations.

Government approvals and permits are currently, and may in the future, be required in connection with the
Corporation's operations. To the extent such approvals are required and not obtained, the Corporation may be
curtailed or prohibited from its proposed production of medical cannabis or from proceeding with the development
of its operations as currently proposed. 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 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 for violations of applicable laws or regulations.

Furthermore, amendments to current laws, regulations and permits governing the production of medical cannabis,
or more stringent implementation thereof, could have a material adverse impact on the Corporation and cause
increases in expenses, capital expenditures or production costs or reduction in levels of production or require
abandonment or delays in development.

Licensing Requirements under the ACMPR

The market for cannabis (including medical cannabis) in Canada is regulated by the ACMPR, the Narcotic Control
Regulations, and other applicable law. Health Canada is the primary regulator. The ACMPR aims to treat
cannabis like any other narcotic used for medical purposes by creating conditions for a new commercial industry
that is responsible for its production and distribution.

The ACMPR will subject the Corporation to stringent ongoing compliance and reporting requirements. Failure to
comply with the requirements of its License or any failure to maintain the License could have a material adverse
impact on the business, financial condition and operating results of the Corporation. Furthermore, the License will
have an expiry date of October 13 2020. Upon expiration of the License, the Corporation will be required to submit
an application for renewal to Health Canada containing information prescribed under the ACMPR and any such
renewal cannot be assured.

Applicants and Licensed Producers are required to demonstrate compliance with regulatory requirements, such
as quality control standards, record-keeping of all activities as well as inventories of cannabis, and physical
security measures to protect against potential diversion. Licensed producers are also required to employ qualified
quality assurance personnel who ultimately approve the quality of the product prior to making it available for sale.
This approval process includes testing (and validation of testing) for microbial and chemical contaminants to
ensure that they are within established tolerance limits for herbal medicines for human consumption as required
under the Food and Drugs Act, and determining the percentage by weight of the two active ingredients of
cannabis, delta-9-Tetrahydrocannabinol and cannabidiol.
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Change in Laws, Regulations and Guidelines

The Corporation’s operations are subject to various laws, regulations and guidelines relating to the manufacture,
management, packaging/labelling, advertising, sale, transportation, storage and disposal of medical cannabis, as
well as laws and regulations relating to drug, controlled substances, health and safety, the conduct of operations
and the protection of the environment.

On February 24 2016, in the case of Allard v Canada, the Federal Court of Canada found the MMPR to be
unconstitutional and of no force and effect. The Federal Court suspended the declaration of invalidity for six
months in order to give the government time to amend or issue new regulations. In response to the decision in
Allard v Canada, on August 11 2016, Health Canada introduced the ACMPR as the new regulatory scheme
governing Canada’s medical cannabis program. The ACMPR came into force on August 24 2016.

As of August 24 2016, Health Canada commenced accepting applications from individuals who wish to register to
produce a limited amount of cannabis for their own medical purposes or to designate someone to produce
cannabis for them. Individuals who were previously authorized to possess and produce cannabis under the MMAR
remain authorized to do so by virtue of a Federal Court injunction order. Starting materials such as plants or seeds
are to be obtained from Licensed Producers only. Individuals will also continue to have the option to purchase
quality controlled medical cannabis from Licensed Producers.

The ACMPR includes provisions regulating production, processing, and labelling of cannabis to ensure quality,
safety and predictability of effect. Under the ACMPR, Health Canada will continue to accept and process
applications to become a Licensed Producer that were submitted under the former MMPR. Further, all Licenses
and security clearances granted under the MMPR will continue under the ACMPR, which means that Licensed
Producers can continue to register and supply clients with cannabis for medical purposes. New applicants can
continue to apply for Licenses to produce under the ACMPR.

The risks to the business of the Corporation represented by this or similar actions are that they might lead to court
rulings or legislative changes that allow those with existing licenses to possess and/or grow medical cannabis,
perhaps allow others to opt out of the regulated supply system implemented through the ACMPR by growing their
own medical cannabis, or potentially even legitimize illegal areas surrounding cannabis dispensaries. This could
significantly reduce the addressable market for the Corporation's products and could materially and adversely
affect the business, financial condition and results of operations for the Corporation. While the impact of any of
such changes are uncertain and are highly dependent on which specific laws, regulations or guidelines are
changed and on the outcome of any such court actions, it is not

expected that any such changes would have an effect on the Corporation's operations that is materially different
than the effect on similar-sized companies in the same business as the Corporation.

In addition, the industry is subject to extensive controls and regulations, which may significantly affect the financial
condition of market participants. The marketability of any product may be affected by numerous factors that are
beyond the Corporation's control and which cannot be predicted, such as changes to government regulations,
including those relating to taxes and other government levies which may be imposed. Changes in government
levies, including taxes, could reduce the Corporation's earnings and could make future capital investments or the
Corporation's operations uneconomic.

On June 30 2016, the Canadian Federal Government established a Task Force to seek input on a new system to
legalize and strictly regulate access to cannabis. On April 13 2017, the Canadian Federal Government released
Bill C-45, which proposed the enactment of the Cannabis Act, to regulate the production, distribution and sale of
cannabis for unqualified adult use, with a target implementation date of no later than July 1 2018. The Canadian
Federal Government has since approved Bill C-45 and has announced that it will take effect on October 17 2018.
Several recommendations from the Task Force were reflected in the Cannabis Act including, but not limited to,
permitting home cultivation, potentially easing barriers to entry into a Canadian recreational cannabis market and
restrictions on advertising and branding. These could materially and adversely affect the future business, financial
condition and results of operations of the Corporation.
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Limited Operating History

While FV Pharma was incorporated and began carrying on business in 2011 it has yet to generate any revenue.
Other than the Facility, the Corporation has no significant assets or other financial resources. 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.

History of Losses

The Corporation has incurred losses in recent periods. The Corporation may not be able to achieve or maintain
profitability and may continue to incur significant losses in the future. In addition, the Corporation expects to
continue to increase operating expenses as it implements initiatives to continue to grow its business. If the
Corporation's revenues do not increase to offset these expected increases in costs and operating expenses, it will
not be profitable.

Volatile Stock Price

The stock price of the Corporation is expected to be highly volatile and will be drastically affected by governmental
and regulatory regimes and community support for the medical cannabis industry. The Corporation cannot predict
the results of its operations expected to take place in the future. The results of these activities will inevitably affect
the Corporation's decisions related to future operations and will likely trigger major changes in the trading price of

the Corporation shares.

Dual Class Share Structure

The Corporation’s dual class structure has the effect of concentrating voting control and the ability to influence
corporate matters with those shareholders. Class A Multiple Voting Shares have 276,660 votes per share and
Class B Subordinate Voting Shares have 1 vote per share. Shareholders who hold Class A Multiple Voting Shares
together hold approximately 79% of the voting power of the Corporation’s outstanding voting shares and therefore
have significant influence over management and affairs and over all matters requiring shareholder approval.

In addition, because of the voting ratio between Class A Multiple Voting Shares and Class B Subordinate Voting
Shares, the holders of Class A Multiple Voting Shares collectively continue to control a majority of the combined
voting power of the voting shares even where the Class A Multiple Voting Shares represent a substantially
reduced percentage of the total outstanding shares. The different voting rights could diminish the value of the
Class B Subordinate Voting Shares to the extent that investors or any potential future purchasers of the Class B
Subordinate Voting Shares attribute value to the superior voting or other rights of the Class A Multiple Voting
Shares. Holders of the Class B Subordinate Voting Shares will only have a right to vote, as a class, in limited
circumstances described in its constating documents.

The concentrated voting control of holders of Class A Multiple Voting Shares limits the ability of Class B
Subordinate Voting Shareholders to influence corporate matters and all matters requiring shareholder approval,
including the election of directors as well as with respect to decisions regarding amendment of the Corporation’s
share capital, creating and issuing additional classes of shares, making significant acquisitions, selling significant
assets or parts of our business, merging with other companies and undertaking other significant transactions.

As a result, holders of Class A Multiple Voting Shares have the ability to influence many matters affecting us and
actions may be taken that our Class B subordinate voting shareholders may not view as beneficial. The market
price of our Class B Subordinate Voting Shares could be adversely affected due to the significant influence and
voting power of the holders of Class A Multiple Voting Shares. Additionally, the significant voting interest of
holders of Class A Multiple Voting Shares may discourage transactions involving a change of control, including
transactions in which an investor, as a holder of the Class B Subordinate Voting Shares, might otherwise receive
a premium for the Class B Subordinate Voting Shares over the then-current market price, or discourage
competing proposals if a going private transaction is proposed by one or more holders of Class A Multiple Voting
Shares.
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Future transfers by holders of Class A Multiple Voting Shares will generally result in those shares converting to
Class B Subordinate Voting Shares, which will have the effect, over time, of increasing the relative voting power of
those holders of Class A Multiple Voting Shares who retain their shares. Such holders could, in the future, control
a significant percentage of the combined voting power of Class A Multiple Voting Shares and Class B Subordinate
Voting Shares.

Each of the Corporation's directors and officers owes a fiduciary duty to the Corporation and must act honestly
and in good faith with a view to the best interests of Corporation. However, any director and/or officer that is a
shareholder, even a controlling shareholder, is entitled to vote its shares in its own interests, which may not
always be in the interests of the Corporation's shareholders generally. The holders of the Class A Multiple Voting
Shares may also take actions that other shareholders do not view as beneficial, which may adversely affect the
Corporation's results of operations and financial condition and cause the value of an investment to decline.

Risks Inherent in an Agricultural Business

The Corporation's business may, in the future, involve the growing of medical cannabis, an agricultural product.
Such business will be subject to the risks inherent in the agricultural business, such as insects, plant diseases and
similar agricultural risks. Although all such growing is expected to be completed indoors under climate controlled
conditions, there can be no assurance that natural elements will not have a material adverse effect on any such
future production. In addition, if the Corporation cannot successfully develop its products, or if the Corporation
experiences difficulties in the development process, such as quality control problems or other disruptions, the
Corporation may not be able to develop market-ready commercial products at acceptable costs, which would
affect its ability to successfully enter the market.

Energy Costs

The Corporation's medical cannabis growing operations will consume considerable energy, which will make it
vulnerable to rising energy costs. Accordingly, rising or volatile energy costs may, in the future, adversely impact
the business of the Corporation and its ability to operate profitably.

Factors Related to the Facility Which May Prevent Realization of Business Objectives

Any adverse changes affecting the development or construction of the Facility and commencement of production
could have a material and adverse effect on the Corporation's business, financial condition and prospects. There
is a risk that these changes or developments could adversely affect the Facility by a variety of factors, including
some that are discussed elsewhere in these risk factors and the following:

) delays in obtaining, or conditions imposed by, regulatory approvals;
) plant design errors;
(c) environmental pollution;
) non-performance by third party contractors;
) increases in materials or labour costs;
(f) construction performance falling below expected levels of output or efficiency;
(g) breakdown, aging or failure of equipment or processes;
(h) contractor or operator errors;
(i) labour disputes, disruptions or declines in productivity;
(j) inability to attract sufficient numbers of qualified workers;
(k) disruption in the supply of energy and utilities; or
(I) major incidents and/or catastrophic events such as fires, explosions, earthquakes or storms.

It is also possible that the costs of commencing production may be significantly greater than anticipated by the
Corporation's management, and may be greater than funds available to the Corporation, in which circumstance
the Corporation may curtail, or extend the timeframes for completing its business plans. This could have an
adverse effect on the financial results of the Corporation.
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In addition, any potential expansion of the Facility is subject to Health Canada regulatory approvals. While
management does not anticipate significant issues receiving any necessary approvals in the future, the delay or
denial of such approvals may have a material adverse impact on the business and may result in the Corporation
not meeting anticipated or future demand when it arises.

Reliance on Management

Another risk associated with the production and sale of medical cannabis is the loss of important staff members.
The Corporation is currently in good standing with all high level employees and believes that with well managed
practices will remain in good standing. The success of the Corporation will be dependent upon the ability,
expertise, judgment, discretion and good faith of its senior management and key personnel. While employment
agreements are customarily used as a primary method of retaining the services of key employees, these
agreements cannot assure the continued services of such employees. Any loss of the services of such individuals
could have a material adverse effect on the Corporation's business, operating results or financial condition.

In addition, the Corporation’s future success depends on its continuing ability to attract, develop, motivate and
retain highly qualified and skilled employees. Qualified individuals are in high demand, and the Corporation may
incur significant costs to attract and retain them.

Insurance and Uninsured Risks

The Corporation's business is subject to a number of risks and hazards generally, including adverse
environmental conditions, accidents, labour disputes and changes in the regulatory environment. Such
occurrences could result in damage to assets, personal injury or death, environmental damage, delays in
operations, monetary losses and possible legal liability.

Although the Corporation maintains and intends to continue to maintain insurance to protect against certain risks
in such amounts as it considers to be reasonable, its insurance will 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 operations of the Corporation is 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 financial
performance and results of operations.

The Corporation Will Be an Entrant Engaging in a New Industry

The medical cannabis industry is fairly new. There can be no assurance that an active and liquid market for the
Class B Subordinate Voting Shares of the Corporation will develop and shareholders may find it difficult to resell
their shares. Accordingly, no assurance can be given that the Corporation will be successful in the long term.
Dependence on Suppliers and Skilled Labour

The ability of the Corporation to compete and grow will be dependent on it having access, at a reasonable cost
and in a timely manner, to skilled labour, equipment, parts and components. No assurances can be given that the
Corporation will be successful in maintaining its required supply of skilled labour, equipment, parts and
components. This could have an adverse effect on the financial results of the Corporation.

Reliance on a Single Facility

The Corporation’s proposed activities and resources are primarily focused on the Facility. Adverse changes or

developments affecting the Facility could have a material and adverse effect on the Corporation’s business,
financial condition and prospects.
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Difficulty to Forecast

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 medical cannabis industry in Canada. 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 and financial condition of the Corporation.

Additional Financing

There is no guarantee that the Corporation will be able to execute on its strategy. The continued development of
the Corporation may require additional financing. The failure to raise such capital could result in the delay or
indefinite postponement of current business strategy or the Corporation ceasing to carry on business. There can
be no assurance that additional capital or other types of financing will be available if needed or that, if available,
the terms of such financing will be favourable to the Corporation.

In addition, from time to time, the Corporation may enter into transactions to acquire assets or the shares of other
companies. These transactions may be financed wholly or partially with debt, which may temporarily increase the
Corporation’s debt levels above industry standards. Any debt financing secured in the future could involve
restrictive covenants relating to capital raising activities and other financial and operational matters, which may
make it more difficult for the Corporation to obtain additional capital and to pursue business opportunities,
including potential acquisitions.

Management of Growth

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 and prospects.

Internal Controls

Effective internal controls are necessary for the Corporation to provide reliable financial reports and to help
prevent fraud. Although the Corporation will undertake a number of procedures and will implement a number of
safeguards, in each case, in order to help ensure the reliability of its financial reports, including those imposed on
the Corporation under Canadian securities law, the Corporation cannot be certain that such measures will ensure
that the Corporation will maintain adequate control over financial processes and reporting. Failure to implement
required new or improved controls, or difficulties encountered in their implementation, could harm the
Corporation's results of operations or cause it to fail to meet its reporting obligations. If the Corporation or its
auditors discover a material weakness, the disclosure of that fact, even

if quickly remedied, could reduce the market's confidence in the Corporation's consolidated financial statements
and materially adversely affect the trading price of the Class B Subordinate Voting Shares.

Ligquidity
There can be no assurance that an active trading market in the shares of the Corporation will develop or be
sustained. There is a significant liquidity risk associated with an investment in shares of the Corporation.

Dilution

The Corporation may issue equity securities to finance its activities, including future acquisitions. If the
Corporation was to issue Class B Subordinate Voting Shares existing holders of such shares may experience
dilution in their holdings. Moreover, when the Corporation's intention to issue additional equity securities becomes
publicly known, the Corporation's share price may be adversely affected.
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Litigation

The Corporation may become party to litigation from time to time in the ordinary course of business which could
adversely affect its business. Should any litigation in which the Corporation becomes involved be determined
against the Corporation, such a decision could adversely affect the Corporation's ability to continue operating and
the market price for Corporation's Class B Subordinate Voting Shares and could use significant resources. Even if
the Corporation is involved in litigation and wins, litigation can redirect significant Corporation resources.

Interrelation of Business Components

If any components of the Corporation’s business plan are missing or incomplete, the Corporation may not be able
to execute its’ entire business plan.

Technology Risk

Technological advances are happening at ever increasing rates. The Corporation believes that there will be a
market for its products for the foreseeable future. However, there is no guarantee that new technologies will not
largely supplant the need for the Corporation’s products in certain or all industries at some indeterminate point in
the future.

Risks Related to the Medical Cannabis Industry
Cannabis is Not an Approved Drug or Medicine

Cannabis is not an approved drug or medicine in Canada. The Government of Canada does not endorse the use
of cannabis, but the courts have required reasonable access to a legal source of cannabis when authorized by a
healthcare practitioner.

Legislative or Regulatory Reform

The Corporation's operations will be subject to a variety of laws, regulations, guidelines and policies relating to the
manufacture, import, export, management, packaging/labeling, advertising, sale, transportation, storage and
disposal of medical cannabis but also including laws and regulations relating to drugs, controlled substances,
health and safety, the conduct of operations and the protection of the environment. While to the knowledge of FV
Pharma’s management, FV Pharma is currently in compliance with all such laws, changes to such laws,
regulations and guidelines due to matters beyond the control of FV Pharma, may cause adverse effects to its
operations and financial condition.

The commercial medical cannabis industry is a new industry and the Corporation anticipates that such regulations
will be subject to change as the Federal Government monitors licensed producers.

Unfavourable Publicity or Consumer Perception

Management of the Corporation believes the medical cannabis industry is highly dependent upon consumer
perception regarding the safety, efficacy and quality of the medical cannabis produced. Consumer perception of
the Corporation's proposed products may be significantly influenced by scientific research or findings, regulatory
investigations, litigation, media attention and other publicity regarding the consumption of medical cannabis
products. There can be no assurance that future scientific research, findings, regulatory proceedings, litigation,
media attention or other research findings or publicity will be favourable to the medical cannabis market or any
particular product, or consistent with earlier publicity.

Future research reports, findings, regulatory proceedings, litigation, media attention or other publicity that are
perceived as less favourable than, or that question, earlier research reports, findings or publicity could have a
material adverse effect on the demand for the Corporation's proposed products and the business, results of
operations, financial condition and cash flows of the Corporation. The Corporation's dependence upon consumer
perceptions means that adverse scientific research reports, findings, regulatory proceedings, litigation, media
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attention or other publicity, whether or not accurate or with merit, could have a material adverse effect on the
Corporation, the demand for the Corporation's proposed 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 medical
cannabis in general, or the Corporation's proposed products specifically, or associating the consumption of
medical cannabis with illness or other negative effects or events, could have such a material adverse effect. Such
adverse publicity reports or other media attention could arise even if the adverse effects associated with such
products resulted from consumers' failure to consume such products appropriately or as directed.

Product Liability

If licensed as a distributor of products designed to be ingested by humans, the Corporation faces an inherent risk
of exposure to product liability claims, regulatory action and litigation if its products are alleged to have caused
significant loss or injury. In addition, the sale of the Corporation's products would involve the risk of injury to
consumers due to tampering by unauthorized third parties or product contamination.

Previously unknown adverse reactions resulting from human consumption of the Corporation's products alone or
in combination with other medications or substances could occur. The Corporation may be subject to various
product liability claims, including, among others, that the Corporation's products caused injury or iliness, include
inadequate instructions for use or include inadequate warnings concerning possible side effects or interactions
with other substances. A product liability claim or regulatory action against the Corporation could result in
increased costs, could adversely affect the Corporation's reputation with its clients and consumers generally, and
could have a material adverse effect on the results of operations and financial condition of the Corporation. There
can be no assurances that the Corporation will be able to obtain or maintain product liability insurance on
acceptable terms or with adequate coverage against potential liabilities. Such insurance is expensive and may not
be available in the future on acceptable terms, or at all. The inability to obtain sufficient insurance coverage on
reasonable terms or to otherwise protect against potential product liability claims could prevent or inhibit the
commercialization of the Corporation's potential products.

Product Recalls

Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a
variety of reasons, including product defects, such as contamination, unintended harmful side effects or
interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure. If 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. Although the Corporation has detailed procedures in place for testing its products, there can be no
assurance that any quality, potency or contamination problems will be detected in time to avoid unforeseen
product recalls, regulatory action or lawsuits. Additionally, if one of the Corporation's significant brands were
subject to recall, the image of that brand and the Corporation could be harmed. 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 Health Canada or other regulatory agencies, requiring
further management attention and potential legal fees and other expenses.

Competition

On October 19 2015, the Liberal Party of Canada (the "Party") obtained a majority government in Canada. The
Party committed to the legalization of recreational cannabis in Canada. On April 13 2017, the federal government
announced legislation to legalize the production and sale of cannabis, which legislation has now been passed and
it has been announced that the legislation will take effect on October 17 2018. The introduction of a recreational
model for cannabis production and distribution will have impact on the medical cannabis market. The impact of
this potential development may be negative for the Corporation and could result in increased levels of competition
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in its existing medical market and/or the entry of new competitors in the overall cannabis market in which the
Corporation operates.

There is potential for the Corporation to face intense competition from other companies, some of which have
longer operating histories and more financial resources, industry, manufacturing and marketing experience than
the Corporation. 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 and better-financed competitors with geographic and other structural advantages could materially and
adversely affect the proposed business, financial condition and results of operations of the Corporation.

To date, the government has only issued a limited number of licenses under the ACMPR to produce and sell
medical cannabis. There are, however, several hundred applicants for licenses. The number of licenses granted
could have an impact on the operations of the Corporation. Because of the early stage of the industry in which the
Corporation operates, the Corporation expects to face additional competition from new entrants. If the number of
users of medical cannabis in Canada increases, the demand for products will increase and the Corporation
expects that competition will become more intense, as current and future competitors begin to offer an increasing
number of diversified products. 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 materially and adversely affect the business, financial condition and results of the
Corporation.

Client Acquisition and Retention

The Corporation’s success will depend to a substantial extent on the willingness of new patients to try or migrate
to its service. If patients do not perceive the benefits of its services, then the market for these services may not
develop at all, or it may develop more slowly than expected, either of which would significantly adversely affect
operating results. In addition, as a new Corporation in this competitive market, the Corporation has limited insight
into trends that may develop and affect its business. The Corporation may make errors in predicting and reacting
to relevant economic and currency-related trends, which could harm its business.

There are many factors which could impact the Corporation’s ability to attract and retain patients, including but not
limited to, desirable and effective product, the successful implementation of a patient-acquisition plan and the
continued growth in the number of patients selecting cannabis as a treatment option and other companies
producing and supplying similar products.

Strategic Partnerships

The Corporation’s business plan contemplates several strategic partnerships or relationships that may not
necessarily materialize in the course of the Corporation’s business, particularly with respect to its proposed
cultivation Facility. In connection therewith, the Corporation expects to be dependent on its strategic relationship
with Cannabis Wheaton, whose management team will assist FV Pharma with all aspects the design,
development, financing, build-out and operations of its Facility as well as the marketing, branding and distribution
of the cannabis and cannabis-derived products generated by the Facility. If this relationship is unsuccessful, or if
the Corporation is unsuccessful in establishing it, the Corporation may be unable to effectively develop,
manufacture, market and distribute its products in accordance with its business plan.

Transportation Risks

Due to the perishable nature of its proposed products, the Corporation will depend on fast and efficient third party
transportation services to distribute its product. Any prolonged disruption of third party transportation services
could have an adverse effect on the financial condition and results of operations of the Corporation.

Market Unpredictability

The current medical cannabis industry is relatively undeveloped. There is no certainty that the market of patients
or recreational users will expand as sufficiently as industry analysts predict. In particular, the federal legalization of
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the recreational use of cannabis effective on October 17 2018 may have a significant impact on operations. It is
unclear at this point what the form of such a market will be and whether the Corporation’s participation in it will be
permitted or restricted by any of the as-yet unidentified federal, provincial and municipal rules, by-laws and
regulations..

FINANCIAL INSTRUMENTS

Risk management and hedging activities

The Company’s financial instruments consist of cash and cash equivalents and sundry receivables, investments
and accounts payable and accrued liabilities.

The fair value measurement of assets and liabilities recognized on the statement of financial position are
categorized into levels within a fair value hierarchy based on the nature of valuation inputs.

The fair value hierarchy has the following levels:

Level 1: Quoted prices in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly; and

Level 3: Inputs for the asset or liability that are not based on observable market data.

Cash and cash equivalents are classified as Level 1 within the fair value hierarchy.

The fair values of sundry receivables and accounts payable and accrued liabilities approximate their carrying
values due to the relatively short periods to maturity of these instruments.

Financial assets and financial liabilities were as follows:

Assets/(liabilities)

Other Loans and at fair value  Available for sale

liabilities receivables through profit/loss financial assets Total

%) %) %) %) %)

Cash and cash equivalents - - 31,704,577 - 31,704,577
Sales taxes receivable - 520,964 - - 520,964
Sundry receivables and prepaids - 187,362 - - 187,362
Other investments 8,699,991 - 8,699,991
Accounts payable and accrued liabilities 307,887 - - - 307,887

The Company’s activities expose it to a variety of financial risks: currency risk, credit risk, liquidity risk, interest
rate risk and commodity price risk. Risk management is carried out by the Company’s management with guidance
from the Audit Committee. It is management’s opinion that the Company is not exposed to significant credit risk,
currency or market risks arising from the financial instruments.

Currency risk

As the majority of the Company’s expenditures are in Canadian dollars, the Company limits its exposure to
currency risk by maintaining the majority of its cash and cash equivalents in Canadian dollars.

The carrying amount of financial assets recorded in the financial statements represents the Company’s maximum
exposure to credit risk.
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Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Company is not exposed to interest rate risk due to the short-term nature of

its financial instruments.

Commaodity price risk

The Company is not exposed to any material commodity price risk.

Sensitivity analysis

The Company believes the sensitivity to a plus or minus 1% change in interest rates would not have a significant
impact on the reported net loss for the period ended June 30, 2018.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due, or
can only do so at excessive cost. The Company does not yet generate revenues from its principal marijuana
operations and has been generating cash flows primarily from financing activities for the periods ended June 30,

2018 and December 31, 2017.

The following is an analysis of financial obligations based on their due dates:

Less than 1 year 1-5years More than 5 years Totals
€] €] €] $)
June 30, 2018:
Accounts payable 307,687 - - 307,687
December 31, 2017:
Accounts payable 1,265,996 - - 1,265,996
The following is a liquidity analysis of the Company's assets:
Liguidity by period
Less than 1 year More than 1 year Non-liquid Totals
%) (%) $) (%)
June 30, 2018:
Cash 31,704,577 - - 31,704,577
Sales tax recoverable 520,964 - - 520,964
Biological assets 152,913 - - 152,913
Prepaid and other assets 187,362 - - 187,362
Other investments - 8,699,991 - 8,699,991
Property, plant and equipment - 11,534,312 - 11,534,312
December 31, 2017:
Cash 4,739,988 - - 4,739,988
Sales tax recoverable 294,508 - - 294,508
Biological assets - - - -
Prepaid and other assets 353,160 - - 353,160
Other investments - - - -
Property, plant and equipment - 8,292,038 - 8,292,038

There have been no changes to the Company's liquidity risk management policies since December 31, 2017. See

note 2 for discussion of going concern risk.
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Considering the available liquidity as at June 30, 2018, the expected burn rates from operations and future
commitments, the Company's exposure to liquidity risk as at June 30, 2018 is considered high. The Company
expects to address this risk by raising funds through external financing as needed.

Credit risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its
contractual obligations. All of the Company's cash is deposited with a highly-rated financial institution and
harmonized sales taxes are due from the Government of Canada, and accordingly, management considers credit
risk to be low. There have been no changes to the Company's credit risk management policies since December
31, 2017.

The Company's maximum exposure to credit risk is presented below. All loans and receivables are current and
are due within 30 days.

June 30, 2018 December 31, 2017
(%) $)

Cash 31,704,577 4,737,988
Other investments 520,964 294,508
Biological assets 152,913 -
Prepaid and other assets 187,362 353,160
32,565,816 5,387,656
CAPITAL MANAGEMENT

The Company manages its capital with the following objectives:

e to ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of
future growth opportunities, and pursuit of accretive acquisitions; and
e to maximize shareholder return through enhancing the share value.

The Company monitors its capital structure and makes adjustments according to market conditions in an effort to
meet its objectives given the current outlook of the business and industry in general. The Company may manage
its capital structure by issuing new shares, repurchasing outstanding shares, adjusting capital spending, or
disposing of assets. The capital structure is reviewed by management and the board of directors on an ongoing
basis.

The Company considers its capital to be equity, comprising share capital, reserves and deficit which at June 30,
2018 totaled $52,492,232.

The Company manages capital through its financial and operational forecasting processes. The Company
reviews its working capital and forecasts its future cash flows based on operating expenditures, and other
investing and financing activities. The forecast is updated based on activities related to its business activities.

The Company’s capital management objectives, policies and processes have remained unchanged during the
year ended June 30, 2018.

The Company is not subject to any externally imposed capital requirements.
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DISCLOSURE AND INTERNAL FINANCIAL CONTROLS

Management has established processes, which are in place to provide them sufficient knowledge to support
management representations that they have exercised reasonable diligence that (i) the unaudited interim financial
statements do not contain any untrue statement of material fact or omit to state a material fact required to be
stated or that is necessary to make a statement not misleading in light of the circumstances under which it is
made, as of the date of and for the periods presented by the unaudited interim financial statements and that (ii) the
unaudited interim financial statements fairly present in all material respects the financial condition, results of
operations and cash flows of the Company, as of the date of and for the periods presented by the unaudited
interim financial statements.

In contrast to the certificate required under Multilateral Instrument 52-109 Certification of Disclosure in Issuers'
Annual and Interim Filings (Ml 52-109), the Company utilizes the Venture Issuer Basic Certificate which does not
include representations relating to the establishment and maintenance of disclosure controls and procedures
(DC&P) and internal control over financial reporting (ICFR), as defined in Ml 52-109. In particular, the certifying
officers filing the Certificate are not making any representations relating to the establishment and maintenance of:
(a) controls and other procedures designed to provide reasonable assurance that information required to be
disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted under securities
legislation is recorded, processed, summarized and reported within the time periods specified in securities
legislation; and (b) a process to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the issuer's GAAP.

The Company’s certifying officers are responsible for ensuring that processes are in place to provide them with
sufficient knowledge to support the representations they are making in this certificate.

Investors should be aware that inherent limitations on the ability of certifying officers of a venture issuer to design
and implement on a cost effective basis DC&P and ICFR as defined in Ml 52-109 may result in additional risks to
the quality, reliability, transparency and timeliness of interim and annual filings and other reports provided under
securities legislation.
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