
20



1.10 "Patents" shall mean the patent applications held by World Class set out in Annex B to this 
Agreement, as well as any substitutions. divisions, continuations, continuations-in-part (but only 
to the extent that they claim the same invention claimed in the foregoing), reissues, renewals, 
registrations, confirmations. re-examinations, extensions, supplementary protection certificates 
and the like, and any provisional applications, of any such patents or patent applications for any 
of the foregoing: and patents and patent applications sharing at least one common priority with 
Patent Family of Annex B (but only to the extent that they claim the same invention claimed in 
the foregoing): and any and all patents and applications claiming a Product. 

1.11 "Product" means CBD, oil and other extracts extracted by World Class using the Licensed 
Know-How and Patents from marijuana supplied by FY at the FY Facility. 

1.12 "Regulatory Approval" means all requisite approvals by a Regulatory Authority. including 
Health Canada, for FY and World Class to produce the Product. 

1.13 "Regulatory Authority" means any applicable government entity regulating or otherwise 
exercising authority with respect to the development and commercialization of the Product. 

1.14 "Regulatory Documentation" means all applications, registrations, licenses, authorizations and 
approvals (including all Regulatory Approvals), all correspondence submitted to or received from 
Regulatory Authorities (including minutes and official contact reports relating to any 
communications with any Regulatory Authority), all supporting documents and tests, including 
the manufacturing batch records for the Product, and all data contained in any of the foregoing. 

1 .15 "Technology" means the proprietary equipment and extraction process developed by World 
Class that produce higher yields of oil and faster rates of cannabis oil extraction. 

1.16 "World Class Equipment" means the extraction and quality assurance equipment used by 
World Class or FY to produce quality, consumable Products. 

1.17 "World Class Premises" means up to 5,000 square feet of space at the FY Facility to be 
developed by World Class for the purpose of locating the World Class Equipment for purposes of 
extracting and processing CBD enriched oil and other related extracts from cannabis supplied by 
FY. 

I. 18 "World Class Lease" means a lease dated October 30, 2018 between World Class and FY 
whereby World Class will lease 5,000 square feet for the World Class Premises at the FY Facility 
for a term of 10 years at an annual net rental of $20,000 per year. 

1.19 "Territory" shall mean Canada. 

2. LICENSE GRANT

2.1 Scope of License. World Class hereby grants to FY for the Tern, a non-exclusive license (the
'•License··) in the Territory under the Patents, the Licensed Know-How and any Improvements
thereto, for the purpose of manufacturing, commercializing, selling, and offering for sale the
Product.

2.2 Sublicenses. The License granted to FY may not be sublicensed, in whole or in part. except to 
FY's Affiliates provided such sublicensees agree to all of the terms of this Agreement. Such 
sublicenses shall automatically terminate or expire with this Agreement. 

2.3 Restrictive Covenant. During the term of this Agreement, FSD covenants and agrees that it will 
not engage any other person, firm, corporation or other entity to provide extraction services at the 
FSD facility nor shall FSD process its own cannabis except as contemplated under this 
Agreement. 
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2.4 World Class Premises. 

(a) World Class shall locate the World Class Equipment at the World Class Premises.
and World Class shall use the World Class Equipment for the purposes contemplated
by this Agreement.

(b) The Parties agree that. subject to FY's approval at all times, which will not be
unreasonably withheld or delayed, World Class shall assume primary carriage of the
development of the World Class Premises and provide (or procure) such services as
may be necessary or appropriate in connection with such development and as may
otherwise be approved by FY, acting reasonably, from time to time in accordance
with the terms of this Agreement, including with respect to the design of the World
Class Premises and the management and supervision of all professional services
performed in connection therewith including, without limitation, architectural
services. engineering services. construction services and security services.

(c) As soon as reasonably practicable, taking into account the activities World Class will
undertake as they relate to the development of the World Class Premises. the Parties
shall negotiate and enter into a written lease agreement pursuant to which World
Class will occupy the World Class Premises, which lease agreement will contain
customary terms and conditions (the "Lease").

(d) World Class shall be responsible for all costs, fees, disbursements, interest and
payments of any kind whatsoever associated with the World Class Premises
including fees payable to any third-party consultants, engineers, architects or other
advisors. World Class shall reimburse FY for all reasonable out-of-pocket costs and
expenses incurred by FY in connection with the development of the World Class
Premises, including, the amendment application by FY to add cannabis oil to its
existing license. as well as such other matters arising in connection with the
foregoing activities.

2.5 Licensing. 

(a) It is acknowledged that the World Class Premises will need to be licensed under the
Cannabis Act and Regulations, and comply with said act and Regulations as well as
any related acts and/or regulations, including but not limited to the Food & Drugs
Act, the Narcotics Control Act & Regulation and the Controlled Drugs and
Substances Act as such may exist or be amended from time to time,(the "Regulatory
Framework .

.
) , and both FY and World Class intend to seek all such requisite

approvals and licenses.

(b) The Parties agree that they wi II work together to prepare the necessary items to
submit applications from FY and World Class to Health Canada to obtain Licenses
pennitting each of FY and World Class to produce the Products.

(c) In connection with preparing the FY and World Class applications, FY shall. subject
to and in accordance with all Applicable Laws, provide the following services:

(i) drafting, or coordinating the drafting, of all application materials.
including sourcing the appropriate consultants to draft the applications in
consultation with World Class and its advisor:
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(vii) FY acknowledges and agrees that World Class shall be entitled to continue with its R
& D activities at FY-s facility and shall be entitled to use cannabis supplied by FY
for that purpose.

(viii) Should World Class elect to receive Product in respect of all or part of its 7% return
in order to process the Product further for use in association with other deliverables
(e.g .. vapes), then World Class shall pay FY 3% of the gross revenue on any such
sales.

4. REPORTS

4.1 Until the end of the License, FY agrees as follows:

4.1.1 First Commercial Sale Report. FY shall report to World Class the date of the First 
Commercial Sale of Product manufactured using the Licensed Know-How and World 
Class Equipment. 

4.1.2 Royalty Reports. With respect to each Royalty payment pursuant to Section 5.2 
below, following the First Commercial Sale FY shall deliver to World Class reports 
including the reports herein referred to with respect to the period covered by the 
Royalty payment on a calendar quarterly basis within sixty (60) days following the 
end of each March. June. September, and December. 

4.2 If this Agreement is terminated for any reason during the License, FY shall deliver a final report 
and associated Royalty payment to World Class within ninety (90) days after such termination or 
sell-off period, as applicable. Except as provided above, following termination, FY shall have no 
further reporting obligations under this Article 4. 

5. FINANCIAL PROVISIONS

5.1 Payments.

5.1.1 FY shall pay 7.0% of all Product produced at the FY Facility to World Class, payable 
at the option of World Class in cash or. upon receipt of its own license, cash and/or 
Product. 

5.1.2 World Class shall pay 3% of Gross Profit from the sale of any Product that undergoes 
further processing or development to FY. 

5.2 Due Dates for Payment. All payments due pursuant to the provisions of Section 5.1 above shall 
be due and payable to World Class within Sixty (60) days after the close of each Calendar 
Quarter, delivered with the Royalty Reports which shall be certified as to accuracy by FY·s CFO. 

5.3 Payment Method. Unless otherwise agreed by the Parties. all amounts due to World Class under 
this Agreement will be paid in Canadian dollars, by wire transfer in immediately available funds 
to an account designated in writing by World Class or at its option and subject to obtaining its 
own license, in Product. 

6. RECORDS RETENTIO AND AUDIT

6.1 Record Retention. Until the expiry of the License, FY will maintain complete and accurate
books, records and accounts that fairly reflect production of the Product, in sufficient detail to
confirm the accuracy of any payments required hereunder.

6.2 Audit. World Class will have the right, at its own cost, to have an independent certified public
accounting firm of nationally recognized standing, reasonably acceptable to FY and who agrees
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to be bound by a customary undertaking of confidentiality, have access during normal business 
hours. and upon reasonable prior written notice, to FV's records as may be reasonably necessary 
to verify FV"s compliance with the financial tem1s of this Agreement. If such audit reveals an 
underpayment or more than 5.0% then FV shall pay the cost of the audit and pay the amount of 
the underpayment within ten ( 10) days. 

6.3 Confidentiality. World Class will treat all infomiation subject to review under this Article 6 in 
accordance with the confidentiality provisions of Article IO below. 

7. REPRESENTATIONS AND WARRANTIES

7.1 By Each Party. Each Party hereby represents warrants and covenants to the other Party as of the
Effective Date as follows:

7.1.1 Corporate Authority. Such Party (a) has the power and authority and the legal right
to enter into this Agreement and perfomi its obligations hereunder, and (b) has taken
all necessary action on its part required to authorize the execution and delivery of this
Agreement and the perfomiance of its obligations hereunder. This Agreement has
been duly executed and delivered on behalf of such Party and constitutes a legal,
valid and binding obligation of such Party and is enforceable against it in accordance
with its terms subject to the effects of bankruptcy, insolvency or other laws of general
application affecting the enforcement of creditor rights and judicial principles
affecting the availability of specific performance and general principles of equity,
whether enforceability is considered a proceeding at law or equity.

7.1.2 Consents, Approvals, etc. Such Party has obtained all necessary consents, approvals 
and authorizations of all governmental authorities and other parties required to be 
obtained by such Party in connection with the execution and delivery of this 
Agreement and the performance of its obligations hereunder have been obtained. 

7 .1.3 Conflicts. The execution and delivery of this Agreement and the performance of such 
Party·s obligations hereunder (a) do not conflict with or violate any requirement of 
applicable law or any provision of the articles of incorporation, bylaws or any similar 
instrument of such Party, as applicable, in any material way, and (b) do not conflict 
with. violate, or breach or constitute a default or require any consent not already 
obtained under, any contractual obligation or court or administrative order by which 
such Party is bound. 

8. LIMITATION OF LIABILITY

Except in the case of a willful or fraudulent misrepresentation under Article 7, and except in the
case of indemnification for payments to third parties under Article 12, in no event shall either
Party be liable to the other or any of its Affiliates for any consequential, incidental, indirect.
special, punitive or exemplary damages (including, without limitation, lost profits, business or
goodwill) suffered or incurred by such other Party or its Affiliates, whether based upon a claim or
action of contract, warranty, negligence or tort, or otherwise, arising out of this Agreement.

9. PATENTS

9.1 Patent Prosecution and Maintenance

Prosecution by World Class. World Class undertakes to continue to prosecute, including re
examinations of the Patents, and maintain the Patents listed in Annex B in good standing.

9.2 Improvements
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(v) was independently discovered or developed by such receiving Party, as evidenced by their
written records, without the use of or reference to Confidential Infonnation belonging to the
disclosing Party and prior to any subsequent disclosure by the receiving Party.

I 0.3 Authorized Disclosure. Notwithstanding the provisions of Section I 0.1 above. a Party shall be 
entitled to disclose the Confidential Information of the other Party hereto to the extent that such 
disclosure is: 

(i) made in response to a valid order of a court of competent jurisdiction; provided. however.

that such Party will first (to the extent practicably possible) have given notice to such other
Party and given such other Party a reasonable opportunity to quash such order and to obtain
a protective order requiring that the Confidential Information and documents that are the
subject of such order be held in confidence by such court or agency or, if disclosed, be used
only for the purposes for which the order was issued; and provided further that if a
disclosure order is not quashed or a protective order is not obtained. the Confidential
Information disclosed in response to such court or governmental order will be limited to
that information which is legally required to be disclosed in response to such court or
governmental order;

(ii) otherwise required by law; provided, however, that the disclosing Party will provide such
other Party with notice of such disclosure in advance thereof to the extent practicably
possible and to the extent permitted, will redact from such disclosure the other party's
Confidential Information or designate the same as trade secret:

(iii) made by such Party to the Regulatory Authorities as required for the development or
commercialization of a therapeutic product. including the Product, as required in connection
with any filing, application or request for Regulatory Approval;

(iv) made by such Party, in connection with the performance of this Agreement, to Sublicensees,
Affiliates, directors, officers, employees. consultants, representatives or agents, each of
whom prior to disclosure must be bound by obligations of confidentiality and non-use at
least equivalent in scope to those set forth in this Agreement:

(v) made by such Party in the course of submitting financial accounts to relevant authorities as
per local statutor requirements or to existing or potential acquirers; existing or potential
collaborators; investment bankers: existing or potential investors. merger candidates,
partners. venture capital finns or other fi_nancial institutions or investors for purposes of
obtaining financing; or, strategic potential partners; each of whom prior to disclosure must be
bound by obligations of confidentiality and non-use at least equivalent in scope to those set
forth in this Agreement: or

(vi) made by such Party in the course of filing patent applications to protect the Product.

11. PRESS RELEASES

Press releases or otl11;r similar public communication by either Party relating to the terms of this
Agreement will be approved in advance by the other Party, which approval will not be
unreasonably withheld or delayed.
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(vi) made by such Party in the course of tiling patent applications to protect the Product.

11. PRESS RELEASES

Press releases or other similar public communication by either Part) relating to the terms of this
Agreement will be approved in advance by the other Party, which approval "ill not be
unreasonably withheld or delayed.

12. I DEM rFJCATIO

12.1 Indemnification of World Class. FY ""ill defend and hold World Class and its directors,
officers. employees and agents ("'World Class Parties .. ) harmless. from and against an) and all
liability. suits, investigations. claims or demands by a third party to the extent arising from or
occurring as a result of or in connection with (a) the negligence or willful misconduct on the part
of FY in perfom1ing any activity contemplated by this Agreement, (b) breach by FY of any
representations, warranties, or covenants set forth in this Agreement and/or (c) Product liability to
the extent caused by or arising from an act or omission by FY. FY shall not be obligated to pay
any portion of any judgment that : (i) arises from FY practicing the Licensed Know-How and
Patents or instructed or ad, ised by World Class and (ii) is subject to indemnity by World Class as
provided below.

12.2 Indemnification ofFV. World Class will defend and hold FY. its Affiliates, and their respective
directors, officers, employees and agents ('·FV Parties .. ), harmless. from and against any and all
liability. suits, investigations. claims or demands by a third party to the extent arising from or
occurring as a result of or in connection , .. ith: (a) the negligence or willful misconduct on the part
of World Class in performing an) activit) contemplated by this Agreement; (b) a breach by
World Class of any repre entations, warranties, or covenants set forth in this Agreement: (c)
Product Liability: and /or (d) arising from FY practicing the Licensed Know-How and Patents or
activities conducted or arising from instructions or advise by World Class,.

12.3 Limitations. The Parties ackno,, ledge and agree that Sections 12.1 and 12.2 set out the Parties'
sole rights, remedies and obligations with respect to the claims described therein.

I 2.4 Conditions to Indemnity. Each Party·s agreement to indemnify and hold the other harmless is
conditioned upon the indemnified Party (i) providing \Hitten notice to the indemnifying Party of
any claim, dem�nd or action arising out of the indemnified activities within thirty (30) days after
the indemnified Part) has knowledge of such claim, demand or action, (ii) permitting the
indemnifying Party to assume full responsibility to investigate, prepare for and defend against any
such claim or demand, (iii) assisting the indemnifying Party, at the indemnifying Patty's
reasonable expense. in the investigation of, preparation of and defense of any such claim or
demand: and (iv) the indemnifying Party not compromising or settling such claim or demand
without the indemnified Party·s prior \Hitten consent, unless such settlement includes as an
unconditional term thereof the giving by the claimant or plaintiff to such indemnified Part) a
complete release from all liability in respect of such claim or litigation: provided that, if the Party
entitled to indemnification fails to promptly notify the indemnifying Party pursuant to the
foregoing clause (i), the indemnif) ing Party shall only be relieved of its indemnification
obligation to the extent it is prejudiced by such failure and provided further that the indemnified
Party is not obligated to notify the indemnif) ing Party of claims. demands and/or actions made
directly against the indemnifying Party only. Notwithstanding the foregoing, if in the reasonable
judgment of the indemnified party, such suit or claim involves an issue or matter which could
have a materially adverse effect on the business, operations or assets of the indemnified party, the
indemnified party ma) waive its rights to indemnity under this Agreement and control the defense
or settlement thereof. but in no event shall any such waiver be construed as a, waiver of any
indemnification rights such indemnified party may have at law or in equity.
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registered or certified mail or overnight courier as provided herein), sent by nationally-recognized 
overnight courier or sent by registered or certified mail, postage prepaid. return receipt requested. 

addressed as fol lows: 

If to World Class, to: 

lf to FY, to: 

I Adelaide Street East, Suite 80 I 
Toronto, Ontario 
MSC 2V9 
Attention: Donal Carroll, CFO 

520 Williams Street 
Cobourg, Ontario 
K9A 3A5 

Attention: Thomas Fairfull, President & CEO 

or to such other address as the Party to whom notice is to be given may have furnished to the 
other Party in writing in accordance herewith. Any such communication will be deemed to have 
been given (i) when delivered, if personally delivered, (ii) on the business day (on the receiving 
end) after dispatch. if sent by nationally-recognized overnight courier (third business day if sent 
internationally), (iii) on the third business day following the date of mailing, if sent by mail and 
(iv) on the first business day (on the receiving end) after being sent by facsimile or by if sent by
electronic. It is understood and agreed that this Section 15.4 is not intended to govern the day-to
day business communications necessary between the Parties in performing their duties, in due
course. under the terms of this Agreement.

14.5 Entire Agreement; Modifications. This Agreement sets forth and constitutes the entire 
agreement and understanding between the Parties with respect to the subject matter hereof and all 
prior agreements, understanding, promises and representations, whether written or oral, with 
respect thereto are superseded hereby. Each Party confirms that it is not relying on any 
representations or warranties of the other Party except as specifically set forth herein. o 
amendment, modification, release or discharge will be binding upon the Parties unless in writing 
and duly executed by authorized representatives of both Parties. 

14.6 Relationship of the Parties. It is expressly agreed that the Parties will be independent 
contractors of one another and that the relationship between the Parties will not constitute a 
partnership, joint venture or agency. 

14. 7 Waiver. Any term or condition of this Agreement may be waived at any time by the Party that is 
entitled to the benefit thereof, but no such waiver will be effective unless set forth in a written 
instrument duly executed by or on behalf of the Party waiving such term or condition. Any such 
waiver will not be deemed a waiver of any other right or breach hereunder. 

14.8 Counterparts. This Agreement may be executed in two (2) or more counterparts, each of which 

will be deemed an original, but all of which together will constitute one and the same instrument. 

14.9 No Third Party Beneficiaries. The representations, warranties, covenants and agreements set 
forth in this Agreement are for the sole benefit of the Parties hereto and their successors and 
permitted assigns, and they will not be construed as conferring any rights on any other parties. 

14.10 Further Assurances. Each Party will duly execute and deliver, or cause to be duly executed and

delivered, such further instruments and do and cause to be done such further acts and things, 
including the filing of such assignments, agreements, documents and instruments. as may be 
necessary to carry out the provisions and purposes of this Agreement. 
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ANNEX A 

LICENSED KNOW-HOW 

(See attached.) 
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(See attached.) 
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