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GENERAL

C21 investments Inc. (formerly Curlew Lake Resources Inc.) (“C21” or the “Company”) is a publicly traded company,
incorporated on January 15, 1987 in British Columbia. Effective November 24, 2017, the Company changed its name to
“C21 Investments Inc.”. On June 18, 2018, the Company completed a change of business to the cannabis industry and
commenced trading on the Canadian Securities Exchange (“CSE”), under the symbol CXXI, at that time, the Company
was delisted from the TSX Venture Exchange. The Company also trades on the Frankfurt Stock Exchange (“FSE”) under
the symbol C6QP. The Company has registered its securities in the USA and the assignment of a US trading symbol is
pending. When the symbol is issued the Company will apply to trade on the OTCQB. The Company’s corporate office
and principal place of business is Suite 303, 595 Howe Street, Vancouver, British Columbia, Canada.

This management discussion and analysis (“MDA”), covers the operations of the Company for the six months ended July
31, 2018. All monetary amounts referred to herein are in Canadian dollars unless otherwise stated. The MDA should be
read in conjunction with the Company’s unaudited condensed consolidated interim financial statements for the six months
ended July 31, 2018 and the audited financial statements for the year ended January 31, 2018. All inter-company
balances and transactions have been eliminated on consolidation.

Additional information related to the Company is available for viewing on SEDAR at www.sedar.com or the Company
website at www.cxxi.ca.

FORWARD LOOKING STATEMENTS

Certain statements contained in this MDA may constitute forward looking statements. These statements relate to future
events or the Corporation's future performance. All statements other than statements of historical fact may be forward-
looking statements. Forward-looking statements are often, but not always, identified by the use of words such as “seek”,
“anticipate”, “plan”, “continue”, “estimate”, “expect’, “‘may”, “will", “project”, “predict”, “potential’, “targeting”, “intend”,
‘could”, “might’, “should”, “believe” and similar expressions. These statements involve known and unknown risks,
uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such
forward-looking statements. The Corporation believes that the expectations reflected in those forward-looking statements
are reasonable, but no assurance can be given that these expectations will prove to be correct and such forward-looking
statements included in this MDA should not be unduly relied upon by investors. These statements speak only as of the
date of this MDA and are expressly qualified, in their entirety, by this cautionary statement.

In particular, this MDA may contain forward-looking statements pertaining to the following:
ecapital expenditure programs;
streatment under governmental regulatory and taxation regimes; and
eexpectations regarding the Corporation's ability to raise capital.

With respect to forward-looking statements contained in this MDA, the Corporation has made assumptions regarding,
among other things:

othe Corporation's ability to obtain additional financing on satisfactory terms.

The Corporation's actual results could differ materially from those anticipated in these forward-looking statements as a
result of the risk factors set forth below and elsewhere in this management discussion and analysis:

eliabilities and risks;
eincorrect assessments of the value of acquisitions;
ecompetition for, among other things, capital, acquisitions, and skilled personnel; and

ethe other factors referred to under “Risk Factors”.



The forward-looking statements or information contained in this Management’s Discussion and Analysis are
made as of July 31, 2018 and October 1, 2018.

DESCRIPTION OF BUSINESS

On January 29, 2018, the Company announced a proposed change of business to the cannabis industry. On June 15,
2018, the Company’s common shares were delisted from the TSX Venture Exchange (“TSX-V”) exchange and on June
18, 2018 the Company commenced trading on the Canadian Securities Exchange (“CSE”) and completed its change of
business to the cannabis industry.

Acquisition Process

C21 Investments is building a vertically integrated cannabis company in the USA market in states where cannabis has
been legalized, and is targeting to purchase 100% interests in licensed, operating, revenue producing businesses with
strong management teams in place covering cultivation, processing/production, and retail operations. The Company is
also pursuing opportunities in other jurisdictions.

The Company has completed the acquisition of Eco Firma Farms LLC, (cultivation) in Oregon, and has non-binding letters
of intent for five (5) more businesses in Oregon in the following verticals, cultivation (1), processing/production (2) and
retail (2).

In Nevada we have signed a definitive purchase agreement with Silver State Cultivation LLC and Silver State Relief LLC
(“Silver State”) which is a vertically integrated cannabis business. Silver State has cultivation, processing/production and
retail.

Closing of any of these acquisitions is to occur after a binding definitive purchase agreement has been executed and all of
the conditions precedent to closing have been satisfied or waived. One of the conditions precedent is the filing with the
local authorities for approval to the deemed transfer of the applicable cannabis licenses of the business. This approval
can take between 2 and 4 months to obtain in the States of Nevada and Oregon. A transaction cannot be completed until
the approval is obtained.

Completed Acquisition
Eco Firma Farms (former subsidiary of Proudest Monkey LLC) — Oregon USA

On June 13, 2018, the Company completed the acquisition of 100% of the issued equity of Eco Firma Farms LLC (EFF”).
a limited liability company which owns and operates a cannabis production facility and related assets, located in Oregon,
USA. On June 28, 2018 and July 6, 2018, the Company announced certain post-closing adjustments in respect of the
acquisition of EFF. In consideration for 100% of the equity of EFF, the Company:

i. issued a US$1,977,500 promissory note. The Promissory note is non — interest bearing and is payable through
the issuance of 1,977,500 common shares of the Company. The promissory note has no cash value and can
be exercised after October 14, 2018.

ii. issued a US$2,000,000 convertible promissory note bearing interest at 4% per annum, convertible at US$1.00
per share into common shares of the Company at the option of the holder. The Note matures June 13, 2021.

iii. issued 50,000 common shares to a debt holder of EFF at a deemed price of C$2.75 per share
iv. agreed to discharge EFF debt obligations in the amount of US$3,531,927

The vendors of EFF can also earn up to 6,500,000 common shares of the Company over a maximum 8-year period, upon
meeting certain performance criteria.

Acquisition pursuant to Signed definitive agreement
Silver State Cultivation LLC and Silver State Relief LLC (“Silver State”)

On July 13, 2018, the Company signed a definitive agreement to acquire 100% of the issued equity of Silver State, limited
liabilities companies that own and operate a vertically integrated cannabis business in Nevada, USA. Silver State
operates an indoor cultivation and processing facility of approximately 155,000 square feet of licensed space in Washoe
County, Northern Nevada.

Silver State also owns two retail licenses to operate dispensaries in Nevada. Sparks, the first dispensary is located in the
city of Sparks, with a second location scheduled to open later this year in the city of Fernley, Lyon County. Fernley is
currently under construction and is expected to go into operation in the fourth quarter of 2018.

Therefore for 100% of the equity of Silver State the Company will:



i. Pay US$20 million on closing, less deposits, and working capital adjustment. As at July 31, 2018, the Company
advanced as a deposit US$2,000,000 to Silver State. Subsequent to July 31, 2018, the Company has
advanced as a further deposit US$4,000,000 to Silver State. These advances are not subject to interest and
will be applied to the purchase consideration.;

ii. Issue 2.5 million common shares on closing;

iii. Issue a US$14 million 3-year Convertible Note bearing interest at 3% per annum on closing, The Note can be
converted into common shares of the company at a deemed share price of US$3.50. Demand for payment can
be made commencing 6 months after the closing date of the transaction by giving 60 days’ notice.

This purchase was scheduled to close on October 31, 2018, however due to possible delays in obtaining approval of the
deemed transfer of the cannabis operating licenses the Company and Silver State announced on Oct 1, 2018 that they
have agreed to extend the closing date to December 31, 2018.

Acquisitions pursuant to non-binding Letters of Intent
PHANTOM Venture Group

On June 22, C21 Investments announced it had signed a Letter of Intent for the acquisition of Phantom Venture Group
(“Phantom”) and announced a strategic partnership and investment of capital to expand Phantom’s cultivation,
processing, branded products and wholesale distribution operations. The deal was valued at approximately US$16 million
including $8 million in real estate, plus future earn-outs as described in previous disclosures. The purchase is expected to
close in Q4 of fiscal 2019.

As at July 31, 2018, the Company has loans of US$1,100,000 to Phantom Venture Group LLC, by way of promissory
notes. The notes accrue interest of 1/3 of 1% on a monthly basis and are secured over all of the entity’s fixed and floating
assets and shall be due and payable beginning July 15, 2019 the principal sum of US$50,000 per month with Final
payment April 15, 2021 together with all accrued and unpaid interest thereon.

Subsequent to the period ended July 31, 2018, the Company has advanced as a deposit US$900,000 to Phantom. The
advance is not subject to interest and will be applied to paying the assumed liabilities on Closing.

MEGAWOOD Enterprises Inc and GANJA Leaf

On June 28, C21 Investments announced it had signed Letters of Intent to acquire Ganja Leaf (the owner of two retail
dispensaries in Salem, Oregon that operate under the brand 7 Leaf), and to acquire Megawood Enterprises Inc. (“Pure
Green”), which operates a dispensary in Portland, Oregon. The deals were valued at approximately US$1.8 million. The
purchase is expected to close in Q4 of fiscal 2019.

As at July 31, 2018, the Company has loans of US$85,000 to Pure Green. The loan accrues interest of .416 of 1% on a
monthly basis and are secured over all of the entity’s fixed and floating assets and shall be due and payable on June 15,
2019 together with all accrued and unpaid interest thereon.

Subsequent to the period end July 31, 2018, the Company loaned a further US$50,000 to Pure Green. The loan accrues
interest of .416 of 1% on a monthly basis and are secured over all of the entity’s fixed and floating assets, and shall be
due and payable on August 9, 2019 together with all accrued and unpaid interest thereon

SWELL Companies

On July 9, C21 Investments announced it had signed a Letter of Intent to acquire Swell Companies Limited of Oregon
(“Swell”), and to invest expansion capital into the companies. Swell manufactures, extracts, packages and distributes
more than 50 products statewide into more than 275 licensed retail locations. The deal was valued at approximately
US$14.7 million plus future earn-outs as described in previous disclosures. The purchase is expected in Q4 of fiscal 2019.
As at July 31, 2018, the Company has loans of US$2,600,000 to Swell Companies Ltd., by way of promissory notes. The
notes accrue interest of 0.833% on a monthly basis and are secured over all of the entity’s fixed and floating assets, and
is subject to the following repayment schedule:

i. US$1,500,000 principal repayment on or before April 15, 2019, plus any accrued and unpaid interest.
ii. US$1,100,000 principal repayment on or before July 30, 2019, plus any accrued and unpaid interest.



GRON Chocolate/GRON Confections

On August 13, C21 Investments announced it had signed a Letter of Intent for the proposed acquisition of Grén Chocolate
and Gron Confections, which together are one of Oregon’s largest companies specializing in premium consumer
packaged edible cannabis products. The deal was valued at approximately US$6.8 million as described in previous
disclosures. The purchase is expected to the close in Q4/18.

Funding to complete acquisitions

The Company intends to add to its capital base this fall with a debt or equity capital raise of C$20 million in order to close
and pay for the announced acquisitions, commence targeted capital spending and for general working capital purposes
moving forward.

Staffing

The Company has continued building its management and executive team with the following people added since the last
quarterly report of April 30, 2018. Notably, in Canada, Bruce Macdonald has joined the Board as an independent Director
and Michael Kidd joined has joined the Company as CFO. In Oregon, Randy Torcom has joined as VP of Marketing,
Andrew Marchington as Controller and John Dempsey as Director, Digital Brand Strategy. Total corporate staff in Canada
and Oregon now totals 14, plus the C21 Eco Firma Farms team of 22.

Cultivation

The EFF facility in Canby, Oregon has been recently expanded to double its capacity. It now has a production capacity of
3,250lbs a year of cannabis raw material. As we complete the acquisitions noted in this document, we expect that in Q1
2019 all the lower grade raw material from EFF will be provided to the Swell processing facility (a C21 acquisition under
LOI). We estimate that the Company would need to own 10-15 dispensaries to take all of the high-grade Flower from EFF
into those dispensaries. This integration saves overhead and sales costs.

Summary of Quarterly Results

Jul 31, 2018 Apr 31,2018  Jan 31, 2018 Oct 31, 2017
$ $ $ $
Total assets 42,939,408 31,898,815 343,641 506,177
Working capital (deficiency) 25,723,026 31,072,009 26,770 315,127
Shareholders’ equity (deficiency) 33,143,892 31,061,439 86,287 374,507
Revenue 138,264 - - -
Net income (loss) (9,676,195) (1,362,803) (292,720) (421,323)
Net income (loss) per share (0.46) (0.23) (0.06) (0.07)
Jul 31, 2017 Apr 30, 2017  Jan 31, 2017 Oct 31, 2016
$ $ $ $
Total assets 589,072 64,994 64,757 63,680
Working capital (deficiency) (407,015) (537,877) (522,330) (505,778)
Shareholders’ equity (deficiency) (466,228) (478,775) (463,336) (446,896)
Revenue - - - -
Net income (loss) (44,130) (15,439) (16,440) (18,102)
Net income (loss) per share (0.01) (0.01) (0.01) (0.01)

Liquidity and Solvency

The Company has financed its operations to date primarily through the issuance of common shares, proceeds from
related-party loans and the exercise of stock options and share purchase warrants. The Company continues to seek
capital through various means including the issuance of equity and/or debt.

These interim unaudited financial statements have been prepared on the basis of accounting principles applicable to a
going concern, with the assumption that the Company will be able to realize its assets and discharge its liabilities in the
normal course of business rather than through a process of forced liquidation



Results of Operation

The Company incurred a loss of $11,038,999 during the six months ended July 31, 2018 (“current period”), compared to a
loss of $59,569 for the six months ended July 31, 2017 (“comparative period”). Some of the significant changes for the
current period compared to the comparative period are as follows:

During the current period the Company had revenue of $138,264 (comparative period $Nil) and gross profit of $74,483
(comparative period $Nil). The increase in revenue and gross profit is a result of sales incurred in the cannabis sector
after the acquisition of EFF as discussed above.

Consulting fees of $1,709,294 (2017 - $Nil) were incurred as the Company hired and used consultants during the period
for various corporate and capital markets advisory, business structures, corporate development in connection with
acquisitions, as well as due diligence on potential business acquisitions.

Management fees of $192,000 (2017 - $3,000) were incurred as the Company entered into new management contracts
during the period. During the period, the Company entered into a new management contract with the CEO in April of
2018 to provide management fees at a rate of $30,000 per month. The Company also increased the consulting contract
with a director and former CFO and increased the monthly fees from $500 earned previously to $6,000 per month in
February 2018.

Marketing and promotion expenses of $1,165,124 (2017 - $Nil) were incurred as the Company entered into new contracts
to provide digital marketing services primarily using Google ads, digital media, corporate advisory, branding and strategic
business services as well as financial publishing. The Company also participated in some other minor advertising and
promotion of the Company during the period.

Office and miscellaneous expenses of $105,808 (2017 - $16,390) increased as the Company has had an increase in
activity as a result of the completion of acquisitions and entering the cannabis sector.

Professional fees of $727,804 (2017 - $17,007) increased as the Company entered into its corporate acquisitions as
discussed above. During the period ended July 31, 2018, the Company incurred accounting and audit fees of $272,600
and legal fees of $330,000 in relation to various corporate matters. During the period ended July 31, 2017, the Company
incurred accounting fees of $17,700.

Rent expense of $117,028 (2017 - $Nil) increased due to corporate expansion during the period. During the period, the
Company signed an office rental agreement for office space in Vancouver and also incurs rent for the business of EFF in
Oregon.

Salaries expenses of $248,281 (2017 - $Nil) increased during the period as a result of the acquisition of EFF and the
expansion of staff in the Vancouver head office.

Shareholder communications expense of $39,686 (2017 - $1,050) increased as a result of an increase in activities and
disclosing matters to shareholders. There was also an increase in costs associated as a result of listing on the CSE and
delisting from the TSX-V.

Share-based compensation non-cash expenses of $5,688,256 (2017 - $Nil) as a result of granting 2,040,000 stock
options and 3,350,000 special warrants during the period ended July 31, 2018. There were no granting of stock options
or issuance of special warrants in the comparative period.

Transfer agent and filing fees of $31,506 (2017 - $10,398) increased during the current period as a result of completing
the listing on the CSE.

Travel expenses of $369,894 (2017 - $11,724) and meals and entertainment expense of $93,303 (2017 - $Nil) increased
during the current period as a result of the Company working on the above acquisitions as well as the Company looking at
other business and attending conferences and trade shows.

Interest expense of $641,060 (2017 - $Nil) were incurred during the current period, the majority of which was on the
convertible debentures of the Company that were issued during the period and converted into common shares on June
18, 2018.

Interest income of $113,541 (2017 - $Nil) was accrued during the current period on the bank balances and on certain
notes receivable.



Related Party Transactions
During the period ended July 31, 2018, the Company entered in the related party transactions as described below.

Balances due to related parties included in accounts payable and accrued liabilities:

July 31, January 31,

2018 2018
Due to the President and CEO $1,357 $23,918
Due to Directors of the Company 17,170 3,566
Due to the CFO of the Company 2,617 -
Due to Director of Operations, Oregon 314,136 -
Due to the Chief Operations Officer, Oregon 321,874 -
$657,154 $27,484
The Company had the following transactions with related parties:

31-Jul-18 31-Jul-17
-$- -$-

Management fees paid or accrued to directors, or companies controlled
by directors 192,000 3,000
Consulting fees paid to a director 129,548 -
Salary paid to directors and an officer 74,500 -

Share Compensation including warrants and stock options for directors
and officers 3,704,187 -
Convwertible debenture interest paid to directors and officers 50,767 -

The Company considers key management personnel to consist of directors and certain members of executive
management.

31-Jul-18 31-Jul-17
-$- -$-

Salary, management, consulting fees, share based compensation and
interest expense 4,151,002 3,000

On June 26, 2018, a total of 965,000 stock options were granted to purchase common shares exercisable on or before
June 25, 2021, at an exercise price of $2.80 per share. In connection to these options, the Company recorded a share
based compensation expense of $1,825,245

On June 28, 2018, an officer was granted a total of 100,000 stock options were granted to purchase common shares
exercisable on or before June 27, 2021, at an exercise price of $2.80 per share. In connection to these options, the
Company recorded a share based compensation expense of $180,818.

During the year ended January 31, 2018, the Company:

a) settled $9,000 of accounts payable and accrued liabilities through the issuance of 36,000 common shares
to the former CEO,

b) settled $12,000 of accounts payable and accrued liabilities through the issuance of 48,000 common
shares to the former CFO.

On October 16, 2017, directors and officers of the Company were granted a total of 315,000 stock options to purchase
common shares, exercisable on or before October 15, 2020, at an exercise price of $0.65 per share. In connection to
these options, the Company recorded share-based compensation expense of $204,354.

Investor Relations

The Company has no current investor relations agreements.



ADDITIONAL INFORMATION

Legal proceedings:

From time to time, the Company may be involved in various litigation matters arising in the ordinary course of its
business. Management is of the opinion that disposition of any current matter should not have a material adverse impact
on the Company’s financial position, results of operations or the ability to carry on any of its business activities.

Outstanding Share Data:

As at July 31, 2018 and the date of this report, the Company has the following outstanding securities:
1) Common shares — 44,964,446 as at July 31, 2018, and 45,064,446 as at the current date.

2) Share purchase warrants — 5,154,045 as at July 31, 2017 and 5,145,045 as at current date.

3) Stock options - 2,545,000 as at July 31, 2018, and 2,545,000 as at the current date.

The Company has 765,795 warrants outstanding with an exercise price of $1.00 per share and expire on March 25, 2019,
and 505,000 stock options outstanding with an exercise price of $0.65 per share expiring on October 15, 2020.
Subsequent to the period ended April 30, 2018, the Company issued 1,940,000 stock options with an exercise price of
$2.80, expiring on June 25, 2021.

Off-Balance Sheet Arrangements:

As of the date of this report, the Company has not entered into any off-balance sheet arrangements.

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION

The Company's financial statements and the other financial information included in this management report are the
responsibility of the Company's management and have been examined and approved by the Board of Directors. The
accompanying audited financial statements are prepared by management in accordance with International Financial
Reporting Standards (“IFRS”) and include certain amounts based on management’s best estimates using careful
judgment. The selection of accounting principles and methods is management’s responsibility.

Management recognizes its responsibility for conducting the Company’s affairs in a manner to comply with the
requirements of applicable laws and established financial standards and principles, and for maintaining proper standards
of conduct in its activities.

The Board of Directors supervises the financial statements and other financial information through its audit committee,
which is comprised of a majority of non-management directors.

This committee’s role is to examine the financial statements and recommend that the Board of Directors approve them, to
examine the internal control and information protection systems and all other matters relating to the Company’s
accounting and finances. In order to do so, the audit committee meets annually with the external auditors, with or without
the Company’s management, to review their respective audit plans and discuss the results of their examination. This
committee is responsible for recommending the appointment of the external auditors or the renewal of their engagement.

ACCOUNTING POLICIES

Significant accounting judgments, estimates and assumptions

The preparation of the Company’s financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the reported amounts of assets, liabilities and contingent liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Estimates and
assumptions are continuously evaluated and are based on management’s experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. However, actual outcomes can
differ from these estimates.

Areas requiring a significant degree of estimation and judgment relate to the determination of the recoverability of the
carrying value of exploration and evaluation assets, rehabilitation obligation, fair value measurements for long term
liabilities and other equity-based payments, and the recoverability and measurement of deferred tax assets and liabilities.
Actual results may differ from those estimates and judgments.

Management has determined that exploration, evaluation and related costs incurred which have limited future economic
benefits and may not be economically recoverable. Management uses several criteria in its assessment of economic



recoverability and probability of future economic benefits including geologic and other technical information, history of
conversion of mineral deposits with similar characteristics to its own properties to proven and probably mineral reserves,
scoping and feasibility studies, accessible facilities and existing permits.

Rehabilitation obligation - The Company has recorded an estimated value of a rehabilitation obligation that is expected to
be paid at a future date, determined by estimates of amounts to be paid in future years. Such estimates are revised based
on market conditions.

Share-based payments - The Company uses the Black-Scholes option pricing model to measure share-based
compensation. The Company’s estimate of share-based payments is dependent on measurement inputs including the
share price on measurement date, exercise price of the option, volatility, risk-free rate, expected dividends, and the
expected life.

Deferred income taxes - Judgement is required in determining whether deferred tax assets are recognized in the
statement of financial position. Deferred tax assets, including those arising from unutilized tax losses require
management to assess the likelihood that the Company will generate taxable earnings in future periods, in order to utilize
recognized deferred tax assets. Estimates of future taxable income are based on forecast cash flows from operations and
the application of existing tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ
significantly from estimates, the ability of the Company to realize the net deferred tax assets recorded at the date of the
statement of financial position could be impacted. The Company has not recorded any deferred tax assets for the years
presented.

FINANCIAL RISK MANAGEMENT

The Board of Directors approves and monitors the risk management processes, inclusive of documented investment
policies, counterparty limits, and controlling and reporting structures. The type of risk exposure and the way in which such
exposure is managed is provided as follows:

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to
incur a financial loss. The Company’s primary exposure to credit risk is on its cash held in bank accounts. The
Company’s cash is deposited in bank accounts held with a major bank in Canada and accordingly, there is a
concentration of credit risk. This risk is managed by using a major bank that is a high credit quality financial institution as
determined by rating agencies. GST receivable is due from a government agency.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they become due. The Company's
ability to continue as a going concern is dependent on management's ability to raise required funding through future
equity issuances. The Company manages its liquidity risk by forecasting cash flows from operations and anticipating
any investing and financing activities. Management and the Board of Directors are actively involved in the review,
planning and approval of significant expenditures and commitments. The Company is currently not exposed to liquidity
risk.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Company is not subject to any interest rate volatility as its long-term debt
instruments and convertible notes are carried at a fixed interest rate throughout their term.

Foreign currency risk

The Corporation has operations in Canada and the US and is exposed to foreign exchange risk due to fluctuations in the
US dollar and Canadian dollar. Foreign exchange risk arises from financial assets and liabilities denominated in currency
other than the US dollar. The sensitivity of the Corporation’s net loss to a 10% change in the Canadian dollar exchange
rate relative to the US dollar would result in a difference of $36,050 on the Corporation’s net loss.



Capital Management
The Company includes equity comprising of issued common shares, reserves and deficit, in the definition of capital.

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company, in
order to support its proposed change of business to pursue business opportunities in the USA cannabis industry, and
focusing on the acquisition of revenue producing operations. The Board of Directors does not establish quantitative return
on capital criteria for management, but rather relies on the expertise of the Company’s management to sustain future
development of the business.

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the
relative size of the Company, is reasonable. There were no changes in the Company’s approach to capital management
during the period ended July 31, 2018. The Company is not subject to externally-imposed capital requirements, with the
exception of restricted cash posted as a deposit (Note 3 of the financial statements).

Fair value
The fair value of the Company’s financial assets and liabilities approximates the carrying amount.

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according to
the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value hierarchy are:

eLevel 1 — Unadjusted quoted prices in active markets for identical assets or liabilities;
el evel 2 — Inputs other than quoted prices that are observable for the asset or liability either directly or indirectly; and
eLevel 3 — Inputs that are not based on observable market data.

The Company’s financial instruments include cash, restricted cash, and accounts receivable, loans and notes receivable,
accounts payable and accrued liabilities with a fair value measured at Level 1 hierarchy for cash. Accounts payable and
accrued liabilities approximate fair value due to the short-term nature of these instruments.

New accounting standards, interpretations and amendments adopted

As of February 1, 2018, the Company has adopted the following new standards without any significant effect on its
financial statements:

Financial instruments

On February 1, 2018, the Company adopted IFRS 9 — Financial Instruments (“IFRS 9”) which replaced IAS 39 — Financial
Instruments: Recognition and Measurement. IFRS 9 provides a revised model for recognition and measurement of
financial instruments and a single, forward-looking ‘expected loss’ impairment model. IFRS 9 also includes significant
changes to hedge accounting. The standard is effective for annual periods beginning on or after January 1, 2018. The
Company adopted the standard retrospectively. IFRS 9 did not impact the Company’s classification and measurement of
financial assets and liabilities.

The following summarizes the significant changes in IFRS 9 compared to the current standard:

e |FRS 9 uses a single approach to determine whether a financial asset is classified and measured at amortized
cost or fair value. The classification and measurement of financial assets is based on the Company’s business
models for managing its financial assets and whether the contractual cash flows represent solely payments for
principal and interest. The change did not impact the carrying amounts of any of the Company’s financial assets
on the transition date. Prior periods were not restated and no material changes resulted from adopting this new
standard.

e The adoption of the new “expected credit loss” impairment model under IFRS 9, as opposed to an incurred credit
loss model under IAS 39, had no impact on the carrying amounts of our financial assets on the transition date
given the Company transacts exclusively with large international financial institutions and other organizations with
strong credit ratings.

These statements have been prepared on a historical cost basis, except for financial instruments classified as financial
instruments at fair value through profit and loss, which are stated at their fair value. In addition, these financial statements
have been prepared using the accrual basis of accounting except for cash flow information.

The preparation of the Company’s financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the reported amounts of assets, liabilities and contingent liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting period. Estimates and
assumptions are continuously evaluated and are based on management’s experience and other factors, including



expectations of future events that are believed to be reasonable under the circumstances. However, actual outcomes can
differ from these estimates.

New accounting standards not yet adopted

A number of new standards, amendments to standards and interpretations applicable to the Company are not yet
effective for the period ended April 30, 2018 and have not been applied in preparing these condensed interim
consolidated financial statements. The new and revised standards are as follows:

e |FRS 16 — Leases: On January 13, 2016, the IASB issued the final version of IFRS 16 Leases. The new standard
will replace IAS 17 Leases and is effective for annual periods beginning on or after January 1, 2019. IFRS 16
eliminates the classification of leases as either operating leases or finance leases for a lessee. Instead, all leases
are treated in a similar way to finance leases applying IAS 17. IFRS 16 does not require a lessee to recognize
assets and liabilities for short term leases (i.e. leases of 12 months or less) and leases of low-value assets. The
Company is evaluating the effect of this standard on the Company’s consolidated financial statements.

e |FRIC 23 — Uncertainty Over Income Tax Treatments: clarifies how to apply the recognition and measurement
requirements in IAS 12 when there is uncertainty over income tax treatments. It is effective for annual periods
beginning on or after January 1, 2019 with early adoption permitted. The Company does not expect that the
adoption of this standard will have a material effect on the Company’s consolidated financial statements.

RISK FACTORS

Description of Risk Factors

The following are certain risk factors relating to the business carried on by the Issuer which prospective investors should
carefully consider before deciding whether to purchase Common Shares. The Issuer will face a number of challenges in
the development of its business. Due to the nature of the Issuer’s business and present stage of the business, the Issuer
may be subject to significant risks. Readers should carefully consider all such risks, including those set out in the
discussion below. The following is a description of the principal risk factors affecting the Issuer:

Operational Risks

The Issuer will be affected by a number of operational risks and may not be adequately insured for certain risks, including:
labour disputes; catastrophic accidents; fires; blockades or other acts of social activism; changes in the regulatory
environment; impact of non-compliance with laws or regulations; natural phenomena, such as inclement weather
conditions, floods, earthquakes and ground movements. There is no assurance that the foregoing risks and hazards will
not result in damage to, or destruction of, the Issuer’s properties, grow facilities and extraction facilities, personal injury or
death, environmental damage, adverse impacts on the Issuer’s operations, costs, monetary losses, potential legal liability
and adverse governmental action, any of which could have an adverse impact on the Issuer’s future cash flows, earnings
and financial condition. The Issuer may also be subject to or affected by liability or sustain loss for certain risks and
hazards against which the Issuer cannot insure or which the Issuer may elect not to insure because of the cost. This lack
of insurance coverage could have an adverse impact on the Issuer’s future cash flow, earnings, results of operations and
financial condition.

U.S. Federal Regulation

The Issuer is currently aware of 31 states of the United States plus the District of Columbia, Puerto Rico and Guam that
have laws and/or regulations that recognize, in one form or another, legitimate medical uses for cannabis and consumer
use of cannabis in connection with medical treatment. Many other states are considering similar legislation. Conversely,
under the Controlled Substance Act (the “CSA”), the policies and regulations of the Federal government and its agencies
are that cannabis has no medical benefit and a range of activities including cultivation and the personal use of cannabis is
prohibited. Unless and until Congress amends the CSA with respect to medical marijuana, as to the timing or scope of
any such potential amendments there can be no assurance, there is a risk that federal authorities may enforce current
federal law, and the Issuer may be deemed to be producing, cultivating or dispensing marijuana in violation of federal law
or the Issuer may be deemed to be facilitating the selling or distribution of drug paraphernalia in violation of federal law
with respect to our current or proposed business operations. Active enforcement of the current federal regulatory position
on cannabis may thus indirectly and adversely affect the Issuer’s future cash flows, earnings, results of operations and
financial condition. The risk of strict enforcement of the CSA in light of Congressional activity, judicial holdings and stated
federal policy remains uncertain.

Variation in Regulation

Individual state laws do not always conform to the federal standard or to other state’s laws. A number of states have
decriminalized marijuana to varying degrees, other states have created exemptions specifically for medical cannabis, and



several have both decriminalized or created medical marijuana exemptions. Several states have legalized the recreational
use of cannabis. Variations exist among states that have legalized, decriminalized or created medical marijuana
exemptions. For example, Alaska and Colorado have limits on the number of marijuana plants that can be home grown.
In most states, the cultivation of marijuana for personal use continues to be prohibited except for those states that allow
small-scale cultivation by the individual in possession of medical marijuana needing care or that person’s caregiver. Active
enforcement of state laws that prohibit personal cultivation of marijuana may indirectly and adversely affect the Issuer’s
future cash flows, earnings, results of operations and financial condition.

Marijuana remains illegal under United States federal law

Marijuana is categorized as a Schedule Il controlled substance under the United States Controlled Substances Act (the
“CSA”) and, as such, is illegal under U.S. federal law. Under United States federal law, a Schedule Il drug or substance
has a high potential for abuse, no accepted medical use in the United States, and a lack of accepted safety for the use of
the drug under medical supervision.

As such, cannabis-related practices or activities, including without limitation, the manufacture, importation, possession,
use or distribution of cannabis remains illegal under United States federal law. Even in those states in which the use of
marijuana has been legalized, its use remains a violation of U.S. federal law.

Although the Issuer’s activities are compliance with applicable United States state and local law, strict compliance with
state and local laws with respect to cannabis may neither absolve the Issuer of liability under United States federal law,
nor may it provide a defense to any federal proceeding which may be brought against the Issuer. Any such proceedings
brought against the Issuer may adversely affect the Issuer’s operations and financial performance.

There is uncertainty surrounding the Trump administration and Attorney General Jeff Sessions and their influence and
policies in opposition to the cannabis industry as a whole

As a result of the conflicting views between state legislatures and the United States federal government regarding
cannabis, investments in cannabis businesses in the United States are subject to inconsistent legislation and regulation.
The response to this inconsistency was addressed in August 2013 when then Deputy Attorney General, James Cole,
authorized the Cole Memorandum addressed to all United States district attorneys acknowledging that notwithstanding
the designation of cannabis as a controlled substance at the federal level in the United States, several US states have
enacted laws relating to cannabis for medical purposes. The Cole Memorandum outlined certain priorities for the
Department of Justice relating to the prosecution of cannabis offences. In particular, the Cole Memorandum noted that in
jurisdictions that have enacted laws legalizing cannabis in some form and that have also implemented strong and effective
regulatory and enforcement systems to control the cultivation, distribution, sale and possession of cannabis, conduct in
compliance with those laws and regulations is less likely to be a priority at the federal level.

However, on January 4, 2018, Jeff Sessions, the current United States Attorney General, issued the Sessions
Memorandum to all United States district attorneys, which rescinded the Cole Memorandum in its entirety. The Sessions
Memorandum provided that in deciding which marijuana activities to prosecute under United States federal laws,
prosecutors should follow the same principles that govern all federal prosecutions. Since the release of the Sessions
Memorandum, the basis for interpreting how to treat state legalized cannabis is uncertain, the risk of how each state will
treat the prosecution of cannabis-related activities may vary based on the district attorney for the applicable state. Further,
even if a state in which the Issuer operates or holds assets permits cannabis-related activities, the United States district
attorney can determine that such activities are in contravention of United States federal law and initiate prosecution
against the Issuer.

There is no certainty as to how the Department of Justice, Federal Bureau of Investigation and other government
agencies will handle cannabis matters in the future. There can be no assurance that the Trump administration would not
change the current enforcement policy and decide to strongly enforce federal laws. The Issuer regulatory monitors
ongoing developments in this regard.

Violations of any laws and regulations could result in significant fines, penalties, administrative sanctions, convictions or
settlements arising from civil proceedings conducted by either the federal government or private citizens, or criminal
charges, including, but not limited to, disgorgement of profits, cessation of business activities or divestiture. This could
have a material adverse effect on the Issuer, including its reputation and activity to conduct business, its holding (directly
or indirectly) of cannabis licenses in the United States, the listing of its securities on various stock exchanges, its financial
position, its operating results, and profitability or liquidity or the market price of its publicly traded shares. In addition, it is
difficult for the Issuer to estimate the time or resources that would be needed for the investigation of any such matters or
the final resolution of such matters because, in part, the time and resources that may be needed are dependent on the
nature and extent of any information requested by the applicable authorities involved, and such time or resources could
be substantial.



As a company listed on the CSE, the Issuer will be able to access the Canadian capital markets on a public and private
basis, and any capital raised may be utilized for the ongoing operations of its United States holdings that operate in the
cannabis industry. There is no assurance that the Issuer will be successful, in whole or in part, in raising funds, particularly
if the United States federal authorities change their position toward enforcing the CSA. Further, access to funding from
residents of the United States may be limited due to their unwillingness to be associated with activities that violate United
States federal laws.

Change of Cannabis Laws

Local, state and federal medical marijuana laws and regulations in the United States are broad in scope and subject to
evolving interpretations, which could require the Issuer to incur substantial costs associated with compliance or alter
certain aspects of its business plan. In addition, violations of these laws, or allegations of such violations, could disrupt
certain aspects of the Issuer’'s business plan and result in a material adverse effect on certain aspects of the Issuer’s
planned operations. In addition, it is possible that regulations may be enacted in the future that will be directly applicable
to certain aspects of the Issuer’'s marijuana business. The Issuer cannot predict the nature of any future laws, regulations,
interpretations or applications, nor can it determine what affect additional governmental regulations or administrative
policies and procedures, when and if promulgated, could have on the Issuer’s business.

Risks specifically related to the United States regulatory system

This MD&A involves an entity that is expected to continue to derive a portion of its revenues from the cannabis
industry in certain states of the United States, a country in which cannabis remains prohibited by federal law.

C21 has exposure to U.S. cannabis-related activities through 1) the (compliant licensed) cultivation and sale of cannabis
flower and trim in the State of Oregon and 2) material investments in companies it does not control that operating in the
States of Oregon and Nevada.

On February 8, 2018 the CSA published a staff notice (Staff Notice 51-352) setting out the CSA’s disclosure expectations
for specific risks facing issuers with cannabis-related activities in the United States. Staff Notice 51352 confirms that a
disclosure-based approach remains appropriate for issuers with U.S. cannabis-related activities. Staff Notice 51-352
includes additional disclosure expectations that apply to all issuers with U.S. cannabis-related activities, including those
with direct and indirect involvement in the cultivation and distribution of cannabis, as well as issuers that provide goods
and services to third parties involved in the U.S. cannabis industry. The Company views Staff Notice 51-352 favorably, as
it provides increased transparency and greater certainty regarding the views of its exchange and its regulator of existing
operations and strategic business plan as well as the Company’s ability to pursue further investment and opportunities in
the United States.

"«

The following chart is a summary of the Corporation’s material assets and investments. References to “Direct”, “Indirect”
or “Ancillary” classifications of each asset or investment have the meanings ascribed thereto in the Staff Notice. All of the
Corporation’s investments that give the Corporation “Direct’, “Indirect” and “Ancillary” involvement in the U.S. marijuana

industry are included in the chart:

Asset name, class and
acquisition date

Description of asset

Eco Firma Farms, LLC

Eco Firma Farms is a 28,000 sq. ft.
cultivation facility located outside of
Portland Oregon focused on producing
high quality cannabis strains with a
small economic footprint.

Type of investment: 100% equity position.
Amounted invested: Approximately US$9
million.

Jurisdiction: Oregon

Classification: Direct.

320204 US Holdings Inc.

Holding company

Type of investment: 100% equity position.
Jurisdiction: Oregon, Nevada
Classification: Direct.

Swell Companies Ltd. 2018

Swell Companies one of the most
recognized and respected cannabis
extraction and consumer packaged
goods companies in Oregon.

Operating since 2015, Swell has
demonstrated a commitment to quality,
consistent innovation, and execution at
scale with some of Oregon's most
recognized brands. Swell manufactures
and distributes over 50 unique SKUs,
with products available statewide in

Type of investment:

Promissory note for US $2,600,000
Jurisdiction: Oregon

Classification: Currently Indirect.
Anticipated to be Direct if the Company’s
acquisition of Swell Companies, Ltd. Is
completed.




over 275 licensed retail locations. In
2017, the company shipped over
500,000 product units

within Oregon and anticipates more
than doubling product units shipped
through existing sales channels in 2018.

Phantom Venture Group, LLC Operating in Oregon since 2008, Type of investment:
Phantom Farms is a well-established, Promissory note for US $900,000
ubiquitous company, with "Clean Green | Jurisdiction: Oregon
Certified" cannabis cultivation Classification: Currently Indirect.
operations, including expertly crafted Anticipated to be Direct if the Company’s
and highly sought after branded acquisition of Phantom Farms is

products, which are currently available completed.
in over 175 Oregon dispensary

locations.

Pure Green Pure Green is one of Portland's original | Type of investment:
licensed cannabis retailers and was Promissory note for US $85,000
founded by Matt and Meghan Walstatter | Jurisdiction: Oregon
(the "Founders"), who are both well- Classification: Currently Indirect.
known public policy advocates for Anticipated to be Direct if the Company’s
legalized cannabis, for the past two acquisition of Pure Green is completed.

decades. Pure Green is located in a
building that once housed Portland's
first post-prohibition liquor store.

Pure Green serves over 2,500 loyal
customers per month and has been
operating since January 2014 as a local
retailer for both medical and
recreational products. The Founders of
Pure Green will continue to work with
the C21 team with the expansion of the
Company's retail network throughout

Oregon.

Silver State Relief Silver State was one of the first two Type of investment:
companies to receive a cannabis Acquisition deposits of US$6,000,000 as
cultivation, production and retail license | of the date of this report.
in the State of Nevada. Silver State Jurisdiction: Oregon
cultivated and sold Nevada'’s first legal Classification: Currently Indirect.
ounce of marijuana and the company Anticipated to be Direct if the Company’s

continues to be a leader in the Nevada acquisition of Silver State is completed.
industry. Silver State operates an
industrial state-of-the-art indoor
cultivation and processing facility of
approximately 155,000 square feet of
licensed space in Washoe County,
Northern Nevada, where there is
capacity in the facility to triple current
production rates and expand revenues.

Through its subsidiaries, C21 Investments Inc. (‘the Company’) is licensed by the Oregon Liquor Control Commission
(OLCC) to cultivate and distribute wholesale recreational and medicinal cannabis products in the State of Oregon. The
OLCC has issued the following licenses to the C21 Investments Inc. wholly-owned subsidiaries:

Subsidiary Licenses

Eco Firma Farms, LLC Cultivation: 020-10026114352

See “State Level Overview” below for additional discussion on licenses. The enforcement of relevant United States
laws related to cannabis is a significant risk.



The following table is a summary of C21 Investments balance sheet exposure to U.S. cannabis-related activities as of July
31, 2018:

Operating Non-controlling

subsidiaries investments Total
Current assets 1,789,802 7,544,644 9,334,446
Non-current assets 11,333,069 - 11,333,069
Total assets 13,122,871 7,544,644 20,667,515
Current liabilities 1,794,166 - 1,794,166
Non-current liabilities 247,456 - 247,456
Total liabilities 2,041,622 - 2,041,622

Goodwill and intangibles related to the acquisition of U.S. based subsidiaries are included within the noncurrent assets
totals above.

The following represents the portion of certain assets on C21’s consolidated balance sheet that pertain to U.S. Cannabis
activity as of July 31, 2018:

sInventory and Biological assets: 100%
eProperty plant & equipment: 98%
eIntangible assets and goodwill: 100%
eNotes receivable and deposits: 100%

The following is a summary of operating losses from U.S. cannabis-related activities for the six months ended June 30,
2018:

Operating Non-controlling
subsidiaries investments Total
Revenues 138,264 - 138,264
Cost of goods sold 53,390 - 53,390
Gross margin 84,874 - 84,874
Less Operating expenses 293,743 - 293,743
Net loss (208,869) - (208,869)

State level overview
Oregon Summary

Oregon has both medical and adult-use marijuana programs. In 1998, Oregon voters passed a limited honcommercial
patient/caregiver medical marijuana law with an inclusive set of qualifying conditions that include chronic pain. In 2013,
the legislature passed, and governor signed, House Bill 3460 to create a regulatory structure for existing unlicensed
medical marijuana businesses. However, the original regulations created by the Oregon Health Authority (“OHA”) after the
passage of House Bill 3460 were minimal and only regulated storefront dispensaries, leaving cultivators and infused-
product manufacturers within the unregulated patient/caregiver system.

On June 30, 2015, Gov. Kate Brown signed House Bill 3400 into law, which improved on the existing regulatory structure
for medical marijuana businesses and created a licensing process for cultivators and processors. In November of 2014,
Oregon voters passed Measure 91, “Control, Regulation, and Taxation of Marijuana and Industrial Hemp Act’, creating a
regulatory system for individuals 21 years of age and older to purchase marijuana for personal use from licensed
marijuana businesses.

The Oregon Health Authority licenses and regulates medical marijuana businesses and the Oregon Liquor Control
Commission (“OLCC”) licenses and regulates adult-use marijuana businesses. There are six distinct types of license
types are available for medical and adult-use businesses: cultivation, manufacturing (“processing”), wholesaling,
dispensing, testing and research. Vertical integration between cultivation, processing, and sales is permissible, but not
required, for both medical and adult- use.



The law does not impose a limit on the number of licenses. Local governments may restrict the number of both medical or
adult-use marijuana businesses. Laws passed during the 2016 legislative session removed the two-year residency
requirement that existed within House Bill 3400.

Regulatory Framework

Oregon Revised Statutes Chapter 475 B (Cannabis Regulation) provides the regulatory framework for both the
recreational and medical cannabis industries in Oregon. The OLCC implementation of the recreational cannabis statutes
are found in Oregon Administrative Rules Chapter 845, Division 25. The OMMP implementation of the medical cannabis
statutes are found in Oregon Administrative Rules Chapter 333, Division 8. Chapter 333, Division 7 provides the
packaging, labelling and dosage limits for both programs, and Chapter 333, Division 64 governs the accreditation of
laboratories for testing.

Both the OLCC and the OMMP Rules include licensing requirements and materials, as well as criteria for denial or
approval of license applications.

Licensing Requirements

Licenses issued by OLCC may be renewed annually so long as the licensee meets the requirements of the law and pays
the renewal fee. There is no maximum number of licenses per owner, except for cultivation licenses located at the same
address.

Applicants must demonstrate (and license holders must maintain) that: (i) They are registered with the Oregon Secretary
of State to do business in Oregon, (ii) They have the operational expertise required by the individual license type,
demonstrated by submission of an operation plan, (ii) They have the ability to secure the premises, resources, and
personnel necessary to operate the license, (iv) They have the ability to maintain accountability of all cannabis and
cannabinoid products and by-products via the state mandated seed-to-sale software to prevent diversion or unlawful
access to these materials, (v) They have the financial ability to maintain operations for the duration of the license, (vi) All
owners have passed background screening, inclusive of fingerprinting, (vii) That all local land use, zoning, and planning
notices have been followed in the development of the licensed site.

Security Requirements

A licensee must maintain a fully operational alarm and video monitoring system at all times. Commercial grade, non-
residential door locks are required on every external door. The alarm system must secure all entry points and be equipped
with motion detectors and pressure activated panic alarms. The 24-hour video surveillance system must record at a high-
resolution format approved by the OLCC and have camera coverage which covers all areas of the facility without any
blackout areas. Video footage must be backed-up for a minimum of 30 days in hard form, with a minimum of 90 days
available on request. Additionally, the camera system must have the ability to print still photos.

Transportation and Storage Requirements

Recreational and medicinal cannabis and cannabis products must be stored in a secured, locked room or vault. Vaults
that are large enough to allow a person to walk in must have cameras inside so that there is no blind spot. Smaller safes
must be bolted to the floor. When products are transferred between licensees, they must first be fully manifested through
the state mandated ‘seed-to-sale’ system. This written manifest must include: (i) departure date and time, (ii) name,
address, and license number of the originating licensee, (iii) name, address, and license number of the recipient, (iv)
quantity and form of any cannabis or cannabis delivery device being transported, (v) arrival date and time, (vi) delivery
vehicle make and model and license plate number; and (vii) name and signature of the employee delivering the product. A
copy of this manifest is provided to the receiving licensee for their verification. Upon receiving the transfer, the licensee
must immediately verify the shipment versus the manifest and accept it electronically within the ‘seed-to-sale’ system.
This completes the inventory transfer. OLCC licensees must maintain these records for a minimum of 3 years. During
transport, all product is packaged individually by order, and maintained within a locked receptacle within the vehicle. All
deliveries must be completed within 24 hours.

Department Inspections

The OLCC conducts announced and unannounced inspections of all licensed facilities to determine compliance with laws
and rules. The OLCC will inspect a licensee upon receiving a complaint or notice that the licensee has violated any
existing rules. The OLCC will also conduct an annual license renewal inspection at the time of application approval.
Inspections can cover all records, personnel, equipment, security, and operational methodologies.

Compliance of United States Operations

The Company is currently licensed to operate in Cultivation within Oregon. The Company has not experienced any
compliance issues or instances of non-compliance on the above-mentioned license. Further the Company has not been



served any notices of non-compliance by any state regulatory body. The Company maintains banking relationships in the
State of Oregon which provide the Company the ability to safely and lawfully pay for any and all expenses that should
arise from the day to day operations of its license. The Company monitors all licensed activities and performs site visits in
order to validate compliance with local statutes. This monitoring includes but is not limited to: seed-to-sale records and
accuracy, standard operating procedures, required signage and public health warnings, local permitting and zoning,
license approvals and renewals, and all communication with regulatory bodies. Each employee is instructed on the most
recent standard operating procedures. All sites have 24-hour video surveillance of every square inch. The Company also
utilizes the state mandated seed-to-sale system in all jurisdictions that it operates within. State inspections to date have
not resulted in any compliance related issues.

Nevada Summary

Nevada has a medical marijuana program and passed an adult-use legalization through the ballot box in November 2016.
In 2000, Nevada voters passed a medical marijuana initiative allowing physicians to recommend cannabis for an inclusive
set of qualifying conditions including chronic pain and created a limited non-commercial medical marijuana
patient/caregiver system. Senate Bill 374, which passed the legislature and was signed by the Governor in 2013,
expanded this program and established a for-profit regulated medical marijuana industry.

The Nevada Division of Public and Behavioral Health licensed medical marijuana establishments up until July 1, 2017
when the state’s medical marijuana program merged with adult-use marijuana enforcement under the Nevada Department
of Taxation. In 2014, Nevada accepted medical marijuana business applications and a few months later the Division
approved 182 cultivation licenses, 118 licenses for the production of edibles and infused products, 17 independent testing
laboratories, and 55 medical marijuana dispensary licenses. The number of dispensary licenses was then increased to 66
by legislative action in 2015. The application process is merit-based, competitive, and is currently closed. Residency is not
required to own or invest in a Nevada medical cannabis business. In addition, vertical integration is neither required nor
prohibited. Nevada’'s medical law includes patient reciprocity, which permits medical patients from other states to
purchase marijuana from Nevada dispensaries. Nevada also allows for dispensaries to deliver medical marijuana to
patients.

Under Nevada’s adult-use marijuana law, the Department of Taxation licenses marijuana cultivation facilities, product
manufacturing facilities, distributors, retail stores and testing facilities. After merging medical and adult-use marijuana
regulation and enforcement, the single regulatory agency is now known as the “Marijuana Enforcement Division of the
Department of Taxation.” For the first eighteen months, applications to the Department for adult-use establishment
licenses can only be accepted from existing medical marijuana establishments and existing liquor distributors for the
adult-use distribution license.

Under Nevada’s adult-use marijuana law, the Department of Taxation licenses marijuana cultivation facilities, product
manufacturing facilities, distributors, retail stores and testing facilities. After merging medical and adult-use marijuana
regulation and enforcement, the single regulatory agency is now known as the “Marijuana Enforcement Division of the
Department of Taxation.” For the first eighteen months, applications to the Department for adult-use establishment
licenses can only be accepted from existing medical marijuana establishments and existing liquor distributors for the
adult-use distribution license.

In February 2017, the Nevada Department of Taxation announced plans to issue “early start” recreational marijuana
establishment licenses in the summer of 2017. These licenses, beginning on July 1, 2017, allowed marijuana
establishments holding both a retail marijuana store and dispensary license to sell their existing medical marijuana
inventory as either medical or adult-use marijuana, and expired at the end of the year. Starting July 1, 2017, medical and
adult-use marijuana have incurred a 15% excise tax on the first wholesale sale (calculated on the fair market value) and
adult-use cannabis have incurred an additional 10% special retail marijuana sales tax in addition to any general state and
local sales and use taxes.

On January 16, 2018, the Marijuana Enforcement Division of the Department of Taxation issued final rules governing its
adult-use marijuana program, pursuant to which up to sixty-six (66) permanent adult-use marijuana dispensary licenses
will be issued. Existing adult-use marijuana licensees under the “early start” regulations must re-apply for licensure under
the permanent rules in order to continue adult-use sales.

Regulatory Framework

Nevada Revised Statutes Chapter 453D provides a regulatory framework that outlines the function of the DOT Marijuana
program. Subsections of this chapter outline licensing and enforcement guidelines which guide the DOT.

Licensing Requirements

Licenses issued by the DOT can be renewed annually so long as the licensee continues to demonstrate compliance with
local and state law and pays the renewal fee. The DOT places license caps on all license classifications, which are



reassessed annually. Applicants must demonstrate (and license holders must maintain) that: (i) They are registered with
the Nevada Secretary of State to do business in Nevada, (ii) That they have contributed to the advancement of the State
of Nevada via regular tax payments, (iii) That they do not have interests in the Casino or Alcohol industries, (iv) They have
the operational expertise required by the individual license type, demonstrated by submission of an operation plan, (v)
They have the ability to secure the premises, resources, and personnel necessary to operate the license, (vi) They have
the ability to maintain accountability of all cannabis and cannabinoid products and by-products via the state mandated
seed-to- sale software to prevent diversion or unlawful access to these materials, (vii) They have the financial ability to
maintain operations for the duration of the license, (viii) All owners have passed background screening, inclusive of
fingerprinting, (ix) That all local land use, zoning, and planning notices have been followed in the development of the
licensed site.

Security Requirements

In terms of security requirements, a licensee must maintain a fully operational alarm and video monitoring system at all
times. The alarm system must secure all points of ingress and egress and be equipped with motion detectors. The 24-
hour video surveillance system must record at a high-resolution format approved by the DOT and have camera coverage
which covers all areas of the facility without any blind spots. Video footage must be backed-up for a minimum of 30 days
in hard-form. 25Cultivation and Product Manufacturing sites are not open to the public.

Transportation and Storage Requirements

Cannabis and cannabis goods must be stored in a lockable safe or vault at any time that employees are not on location.
Any storage container that is large enough to allow an employee to walk into it must have cameras placed inside. Goods
to be transported to another licensee must be fully manifested via the state mandated seed-to-sale tracking system prior
to being transported. Greenpoint Nevada utilizes a DOT licensed distributor as a partner in all shipments.

Department Inspections

The DOT conducts announced and unannounced inspections of all licensed facilities to determine compliance with laws
and rules. The DOT will inspect a licensee in the event of a complaint indicating that the licensee has or is actively
violating existing statute. The DOT will also inspect at the time of any premise’s modification, as well as at the time of
annual renewal.

The Issuer’s investments operate in a new industry which is highly regulated, highly competitive and evolving rapidly. As
such, new risks may emerge, and management may not be able to predict all such risks. The Issuer’s investments incur
ongoing costs and obligations related to regulatory compliance. Failure to comply with regulations may result in additional
costs for corrective measures, penalties or in restrictions of operations. In addition, changes in regulations, more vigorous
enforcement thereof or other unanticipated events could require extensive changes to operations, increased compliance
costs or give rise to material liabilities, which could have a material adverse effect on the business, results of operations
and financial condition of the Issuer’s investments and, therefore, on the Issuer’s prospective returns.

Further, the Issuer may be subject to a variety of claims and lawsuits. Adverse outcomes in some or all of these claims
may result in significant monetary damages or injunctive relief that could adversely affect our ability to conduct our
business. Litigation and other claims are subject to inherent uncertainties and management’s view of these matters may
change in the future. A material adverse impact on the Issuer’s financial statements could also occur for the period in
which the effect of an unfavorable outcome becomes probable and reasonably estimable.

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 control of
the Issuer’s investments 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 Issuer’s earnings on investments and could make future capital investments or the Issuer’s investments’
operations uneconomic. The industry is also subject to numerous legal challenges, which may significantly affect the
financial condition of market participants in the industry such as the Issuer and which cannot be readily predicted.

The Issuer’s investments in the United States are subject to applicable anti-money laundering laws and regulations

The Issuer is subject to a variety of laws and regulations domestically and in the United States that involve money
laundering, financial record keeping and proceeds of crime, including the U.S. Currency and Foreign Transactions
Reporting Act of 1970 (commonly known as the Bank Secrecy Act), as amended by Title lll of the Uniting and
Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001, the
Proceeds of Crime (Money Laundering) and Terrorist Financing Act (Canada), as amended and the rules and regulations
thereunder, and any related or similar rules, regulations or guidelines, issued, administered or enforced by governmental
authorities in the United States and Canada.



The Issuer’s investments and any proceeds thereof may be considered proceeds of crime since cannabis remains illegal
federally in the United States. This restricts the ability of the Issuer to declare or pay dividends, effect other distributions or
subsequently repatriate such funds back to Canada. Furthermore, while the Issuer has no current intention to declare or
pay dividends on its shares in the foreseeable future, the Issuer may decide or be required to suspend declaring or paying
dividends without advance notice and for an indefinite period of time.

The Issuer may have difficulty accessing the services of banks and processing credit card payments in the future, which
may make it difficult to operate

In February 2014, the Financial Crimes Enforcement Network of the U.S. Department of the Treasury issued a
memorandum providing guidance (which is not law) to banks seeking to provide services to cannabis-related businesses
(the “FinCEN Memo”), including burdensome due diligence expectations and reporting requirements. The FInCEN Memo
states that in some circumstances, it is permissible for banks to provide services to cannabis-related businesses without
risking prosecution for violation of federal money laundering laws. However, it appears that most banks and other financial
institutions do not feel comfortable providing banking services to cannabis-related businesses, or relying on this guidance,
which could be revoked at any time by the Trump administration. In addition to the foregoing, banks may refuse to
process debit card payments and credit card companies generally refuse to process credit card payments for cannabis-
related businesses. As a result, the Issuer may have limited or no access to banking or other financial services in the U.S.
and may have to operate the Issuer’s U.S. business on a cash-only basis. The inability or any limitations on the Issuer’s
ability to open or maintain bank accounts, obtain other banking services and/or accept credit card and debit card
payments, may make it difficult for the Issuer to operate and conduct its business as planned.

The Issuer’s investments in the United States may be subject to heightened scrutiny

The Issuer’s existing interests in the United States cannabis market, and any future interests, may become the subject of
heightened scrutiny by regulators, stock exchanges, clearing agencies or other authorities in Canada. As a result, the
Issuer may be subject to significant direct and indirect interaction with public officials. There can be no assurance that this
heightened scrutiny will not in turn lead to the imposition of certain restrictions on the Issuer’s ability to invest in the United
States or any other jurisdiction.

Given the heightened risk profile associated with cannabis in the United States, it was previously reported by certain
publications in Canada that the Canadian Depository for Securities Limited may implement policies that would see its
subsidiary, CDS Clearing and Depository Services Inc. (“CDS”), refuse to settle trades for cannabis issuers that have
investments in the United States. The TMX Group, the owner and operator of CDS, subsequently issued a statement on
August 17, 2017 reaffirming that there is no CDS ban on the clearing of securities of issuers with cannabis-related
activities in the United States, despite media reports to the contrary and that the TMX Group was working with regulators
to arrive at a solution that will clarify this matter, which would be communicated at a later time.

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

Public perception of the Issuer’s industry

Public opinion may result in a significant influence over the regulation of the cannabis industry in Canada, the United
States or elsewhere. A negative shift in the public’s perception of medical cannabis in the United States or any other
applicable jurisdiction could affect future legislation or regulation. Among other things, such a shift could cause state
jurisdictions to abandon initiatives or proposals to legalize medical cannabis, thereby limited the number of new state
jurisdictions into which the Issuer could expand. Any limits on future expansion may have a material adverse effect on the
Issuer’s business, financial condition and results of operations.

State and local laws and regulations may heavily requlate brands and forms of cannabis products and there is no
guarantee that the Issuer’s proposed brands and products will be approved for sale and distribution on any state

States generally only allow the manufacture, sale and distribution of cannabis products that are grown in that state and
may require advance notice of such products. Certain states and local jurisdictions have promulgated certain



requirements for approved cannabis products based on the form of the product and the concentration of the various
cannabinoids in the product. While the Issuer intends to follow the guidelines and regulations of each applicable state and
local jurisdiction in preparing products for sale and distribution, there is no guarantee that such products will be approved
to the extent necessary. If the products are approved, there is a risk that any state or local jurisdiction may revoke its
approval for such products based on changes in laws or regulations or based on its discretion or otherwise.

Security Risks

The business premises of the Issuer are a target for theft. While the Issuer has implemented security measures and
continues to monitor and improve its security measures, its cultivation, processing and dispensary facilities could be
subject to break-ins, robberies and other breaches in security. If there was a breach in security and the Issuer fell victim
to a robbery or theft, the loss of cannabis plants, cannabis oils, cannabis flowers and cultivation and processing
equipment could have a material adverse impact on the business, financial condition and results of operation of the
Issuer.

As the Issuer’s business involves the movement and transfer of cash which is collected from third parties or deposited into
its bank, there is a risk of theft or robbery during the transport of cash. The Issuer has engaged a security firm to provide
armed guards and security in the transport and movement of large amounts of cash. Sales representatives sometimes
transport cash and/or products and each sales representative has a panic button in their vehicle and, if requested, may be
escorted by armed guards. While the Issuer has taken robust steps to prevent theft or robbery of cash during transport,
there can be no assurance that there will not be a security breach during the transport and the movement of cash
involving the theft or product or cash.

Operation Permits and Authorizations

The Issuer may not be able to obtain or maintain the necessary licenses, permits, authorizations or accreditations, or may
only be able to do so at great cost, to operate its medical marijuana business. In addition, the Issuer may not be able to
comply fully with the wide variety of laws and regulations applicable to the medical marijuana industry. Failure to comply
with or to obtain the necessary licenses, permits, authorizations or accreditations could result in restrictions on the
Issuer’s ability to operate the medical marijuana business, which could have a material adverse effect on the Issuer’s
business. Further, should any state in which the Issuer considers a license important not grant, extend or renew such
license or should it renew such license on different terms or decide to grant more than the anticipated number of licenses,
the business, financial condition and results of operations of the Issuer could be materially adversely affected.

Liability, Enforcement, Complaints, etc.

The Issuer’'s participation in the medical marijuana industry may lead to litigation, formal or informal complaints,
enforcement actions, and inquiries by various federal, state, or local governmental authorities against the Issuer.
Litigation, complaints and enforcement actions involving the Issuer could consume considerable amounts of financial and
other corporate resources, which could have an adverse effect on the Issuer’'s future cash flows, earnings, results of
operations and financial condition.

Banking

Since the use of marijuana is illegal under federal law, there is a strong argument that banks cannot accept for deposit
funds from businesses involved with the marijuana industry. Consequently, businesses involved in the marijuana industry
often have difficulty finding a bank willing to accept their business. The inability to open bank accounts may make it
difficult to operate the Issuer's medical marijuana business. Currently in the state of Oregon, Credit Union banks are
being used for all banking needs.

Resale of Shares

There can be no assurance that the publicly-traded stock price of the Issuer will be high enough to create a positive return
for investors. Further, there can be no assurance that the stock of the Issuer will be sufficiently liquid so as to permit
investors to sell their position in the Issuer without adversely affecting the stock price. In such event, the probability of
resale of the Issuer’s shares would be diminished.

As well, the continued operations of the Issuer will be dependent upon its ability to procure additional financing in the short
term and to generate operating revenues in the longer term. There can be no assurance that any such financing can be
obtained or that revenues can be generated. If the Issuer is unable to obtain such additional financing or generate such
revenues, investors may be unable to sell their shares in the Issuer and any investment in the Issuer may be lost.



Price Volatility of Publicly Traded Securities

In recent years, the securities markets in the United States and Canada have experienced a high level of price and
volume volatility, and the market prices of securities of many companies have experienced wide fluctuations in price which
have not necessarily been related to the operating performance, underlying asset values or prospects of such companies.
There can be no assurance that continuing fluctuations in price will not occur. It may be anticipated that any quoted
market for the shares of the Issuer will be subject to market trends generally, notwithstanding any potential success of the
Issuer in creating revenues, cash flows or earnings. The value of the Issuer’'s shares will be affected by such volatility.
An active public market for the Issuer’s shares might not develop or be sustained after the completion of the Listing. If an
active public market for the Issuer’s shares does not develop, the liquidity of a shareholder’s investment may be limited,
and the share price may decline.

The Issuer’s limited operating history makes evaluating its business and prospects difficult

The Issuer has a limited operating history on which to base an evaluation of its business, financial performance and
prospects. As such, the Issuer’s business and prospects must be considered in light of the risks, expenses and difficulties
frequently encountered by companies in the early stage of development. As the Issuer is in an early stage and is
introducing new products, the Issuer’s revenues may be materially affected by the decisions, including timing decisions, of
a relatively consolidated customer base. The Issuer has had limited experience in addressing the risks, expenses and
difficulties frequently encountered by companies in their early stage of development, particularly companies in new and
rapidly evolving industries such as the medical marijuana industry. There can be no assurance that the Issuer will be
successful in addressing these risks, and the failure to do so in any one area could have a material adverse effect on the
Issuer’s business, prospects, financial condition and results of operations.

Need for funds

In the short term the continued operation of the Issuer may be dependent upon its ability to procure additional financing.
The Issuer must obtain such financing through a combination of equity and debt financing and there can be no assurance
that the Issuer can raise the required capital it needs to build and expand its current grow and extraction facilities, nor that
the capital markets will fund the business of the Issuer. Without this additional financing, the Issuer may be unable to
achieve positive cash flow and earnings as quickly as anticipated. There can be no certainty that the Issuer can obtain
these funds, in which case any investment in the Issuer may be lost.

The raising of equity funding would also result in dilution of the equity of the Issuer’s shareholders.
Dividends

The Issuer has not paid dividends to shareholders in the past and does not anticipate paying dividends in the foreseeable
future. The Issuer expects to retain its earnings to finance growth, and were appropriate, to pay down debt.

The Issuer may be exposed to infringement or misappropriation claims by third parties, which, if determined adversely to
the Issuer, could subject the Issuer to significant liabilities and other costs

The Issuer’s success may likely depend on its ability to use and develop new extraction technologies, recipes, know-how
and new strains of marijuana without infringing the intellectual property rights of third parties. The Issuer cannot assure
that third parties will not assert intellectual property claims against it. The Issuer is subject to additional risks if entities
licensing to its intellectual property do not have adequate rights in any such licensed materials. If third parties assert
copyright or patent infringement or violation of other intellectual property rights against the Issuer, it will be required to
defend itself in litigation or administrative proceedings, which can be both costly and time consuming and may significantly
divert the efforts and resources of management personnel. An adverse determination in any such litigation or
proceedings to which the Issuer may become a party could subject it to significant liability to third parties, require it to seek
licenses from third parties, to pay ongoing royalties or subject the Issuer to injunctions prohibiting the development and
operation of its applications.

The Issuer may need to incur significant expenses to enforce its proprietary rights, and if the Issuer is unable to protect
such rights, its competitive position could be harmed

The Issuer regards proprietary methods and processes, domain names, trade names, trade secrets, recipes and other
intellectual property as critical to its success. The Issuer’s ability to protect its proprietary rights is critical for the success
of its business and its overall financial performance. The Issuer has taken certain measures to protect its intellectual
property rights. However, the Issuer cannot assure that such measures will be sufficient to protect its proprietary
information and intellectual property. Policing unauthorized use of proprietary information and intellectual property is
difficult and expensive. Any steps the Issuer has taken to prevent misappropriation of its proprietary technology may be
inadequate. The validity, enforceability and scope of protection of intellectual property in the medical marijuana industry is
uncertain and still evolving. In particular, the laws and enforcement procedures in some developing countries are



uncertain and may not protect intellectual property rights in this area to the same extent as do the laws and enforcement
procedures in Canada, the United States and other developed countries.

The Issuer is dependent upon existing management, its key research and development personnel and its growing
extraction personnel, and its business may be severely disrupted if it loses their service

The Issuer’s future success depends substantially on the continued services of its executive officers, its key research and
development personnel and its key grow and extraction personnel. If one or more of its executive officers or key
personnel were unable or unwilling to continue in their present positions, the Issuer might not be able to replace them
easily or at all. In addition, if any of its executive officers or key employees joins a competitor or forms a competing
company, the Issuer may lose know-how, key professionals and staff members. These executive officers and key
employees could compete with and take customers away.

Available Talent Pool

As the Issuer grows, it will need to hire additional human resources to continue to develop the business. However,
experienced talent in the areas of medical marijuana research and development, growing marijuana and extraction is
difficult to source, and there can be no assurance that the appropriate individuals will be available or affordable to the
Issuer. Without adequate personnel and expertise, the growth of the Issuer’s business may suffer.

Unforeseen Competition

There can be no assurance that significant competition will not enter the marketplace and offer some number of similar
products and services or take a similar approach. An increase in the companies competing in this industry could limit the
ability of the Issuer to expand its operations. Current and new competitors may be better capitalized, have a longer
operating history, have more expertise and be able to develop higher quality equipment or products, at the same or a
lower cost. The Issuer cannot provide assurances that it will be able to compete successfully against current and future
competitors. Such competition could have a material adverse effect on the growth potential of the Issuer’s business by
effectively dividing the existing market for its products. In addition, despite Canadian federal and U.S. state-level
legislation of marijuana, illicit or “black market” operations remain abundant and present substantial competition to the
Issuer. In particular, illicit operations, despite being largely clandestine, are not required to comply with the extensive
regulations that the Issuer must comply with to conduct business and, accordingly, may have significantly lower costs of
operations.

Potential future acquisitions and/or strategic alliances may have an adverse effect on the Issuer’s ability to manage its
business

The Issuer may acquire technologies, businesses or assets that are complementary to its business and/or strategic
alliances in order to leverage its position in the marijuana medical, retail, extraction and distribution market. Future
acquisitions or strategic alliances would expose the Issuer to potential risks, including risks associated with the integration
of new technologies, businesses and personnel, unforeseen or hidden liabilities, the diversion of management attention
and resources from its existing business, and the inability to generate sufficient revenues to offset the costs and expenses
of acquisitions or strategic alliances. Any difficulties encountered in the acquisition and strategic alliance process may
have an adverse effect on the Issuer’s ability to manage its business.

No Assurance of Profitability

The Issuer cannot give assurances that it will not incur net losses in the future. The limited operating history makes it
difficult to predict future operating results. The Issuer is subject to the risks inherent in the operation of a new business
enterprise in an emerging and uncertain business sector, and there can be no assurance that the Issuer will be able to
successfully address these risks.

Management of Growth

The Issuer may experience a period of significant growth in the number of personnel that will place a strain upon its
management systems and resources. Its future will depend in part on the ability of its officers and other key employees to
implement and improve financial management controls, reporting systems and procedures on a timely basis and to
expand, train, motivate and manage the workforce. The Issuer’s current and planned personnel, systems, procedures
and controls may be inadequate to support its future operations.



General Economic Trends

The worldwide economic slowdown and tightening of credit in the financial markets may impact the business of the
Issuer’s customers, which could have an adverse effect on the Issuer’s business, financial condition, or results of
operations. Adverse changes in general economic or political conditions in the United States or and states within the
United States could adversely affect the Issuer’s business, financial condition, or results of operations.

Asset Location and Legal Proceedings

Substantially all of the Issuer’s assets are located outside of Canada, and certain of? its directors are resident outside of
Canada, and their assets are outside of Canada. Serving process on those directors may prove to be difficult or
excessively time consuming. Additionally, it may be difficult to enforce a judgment obtained in Canada against the Issuer,
its subsidiaries and any directors and officers residing outside of Canada.

Market Acceptance

The Issuer’s ability to gain and increase market acceptance of its marijuana products depends on its ability to educate the
public, physicians and other healthcare professionals on the benefits of medical marijuana products. It also requires the
Issuer to establish and maintain its brand name and reputation. In order to do so, substantial expenditures on product
development, strategic relationships and marketing initiatives may be required. There can be no assurance that these
initiatives will be successful, and their failure may have an adverse effect on the Issuer’s operations.

Risks Associated with Acquisitions

As part of the Issuer’s overall business strategy, the Issuer may pursue select strategic acquisitions after completion of
the Listing, which would provide additional product offerings, vertical integrations, additional industry expertise, and a
stronger industry presence in both existing and new jurisdictions. Future acquisitions may expose it to potential risks,
including risks associated with (a) the integration of new operations, services and personnel; (b) unforeseen or hidden
liabilities; (c) the diversion of resources from the Issuer's existing business and technology; (d) potential inability to
generate sufficient revenue to offset new costs; (e) the expenses of acquisition; or (f) the potential loss of or harm to
relationships with both employees and existing users resulting from its integration of new business. In addition, any
proposed acquisitions may be subject to regulatory approval.

Electronic Communication Security Risks

A significant potential vulnerability of electronic communications is the security of transmission of confidential information
over public networks. Anyone who is able to circumvent the Issuer’s security measures could misappropriate proprietary
information or cause interruptions in its operations. The Issuer may be required to expend capital and other resources to
protect against such security breaches or to alleviate problems caused by such breaches.

Insurance Coverage

The Issuer will require insurance coverage for a number of risks, including business interruption, environmental matters
and contamination, personal injury and property damage. Although the Issuer believes that the events and amounts of
liability covered by its insurance policies will be reasonable, considering the risks relevant to its business, and the fact that
agreements with users contain limitations of liability, there can be no assurance that such coverage will be available or
sufficient to cover claims to which the Issuer may become subject. If insurance coverage is unavailable or insufficient to
cover any such claims, the Issuer’s financial resources, results of operations and prospects could be adversely affected.
Further, because the Issuer is engaged in the cannabis industry, there may be additional difficulties and complexities
associated with such insurance coverage that could cause the Issuer to suffer uninsured losses, which could adversely
impact the Issuer’s business, results of operations and profitability.

Tax Risk

The provisions of Internal Revenue Code section 280E are being applied by the Internal Revenue Service (“IRS”) to
businesses operating in the medical, retail, extraction and distribution marijuana industry. Section 280E provides:

No deduction or credit shall be allowed for any amount paid or incurred during the taxable year in carrying on any trade or
business if such trade or business (or the activities which comprise such trade or business) consists of trafficking in
controlled substances (within the meaning of schedule | and Il of the Controlled Substances Act) which is prohibited by
Federal law or the law of any State in which such trade or business is conducted.

Even though several states have medical and retail marijuana laws, the IRS is applying section 280E to deny business
deductions. Businesses operating legally under state law argue that section 280E should not be applied because
Congress did not intend the law to apply to businesses that are legal under state law. The IRS asserts that it was the
intent of Congress to apply the provision to anyone “trafficking” in a controlled substance, as defined under Federal law



(as stated in the text of the statute). This, section 280E is at the center of the conflict between Federal and state laws with
respect to medical and retail marijuana which applies to the business conducted by the Issuer.

Currency Fluctuations

Due to the Issuer’s present operations in the United States, and its intention to continue future operations outside Canada,
the Issuer is expected to be exposed to significant currency fluctuations. Recent events in the global financial markets
have been coupled with increased volatility in the currency markets. All or substantially all of the Issuer’s revenue will be
earned in U.S. dollars, but operating expenses are incurred in both in U.S. and Canadian dollars. The Issuer does not
have currency hedging arrangements in place, and there is no expectation that the Issuer will put any currency hedging
arrangements in place in the future. Fluctuations in the exchange rate between the U.S. dollar and Canadian dollar may
have a material adverse effect on the Issuer’s business, financial condition and operating results. The Issuer may, in the
future, establish a program to hedge a portion of its foreign currency exposure with the objective of minimizing the impact
of adverse foreign currency exchange movements. However, even if the Issuer develops a hedging program, there can
be no assurance that it will effectively mitigate currency risks.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this document or incorporated herein by reference may constitute “forward-looking statements”.
These forward-looking statements can generally be identified as such because of the context of the statements including
words such as the Company “believes”, “anticipates”, “expects”, “plans”, “estimates” or words of a similar nature. The
forward-looking statements are based on current expectations and are subject to known and unknown risks, uncertainties
and other factors, which may cause the actual results, performance or achievements of the company, or industry results,
to be materially different from any future results, performance or achievements expressed or implied by such forward-
looking statements. Such factors include, among others: the general economic and business conditions which will, among
other things, impact demand for and market prices of the Company’s products; the foreign currency exchange rates; the
economic conditions in the countries and regions in which the Company conducts business; the ability of the Company to
implement its business strategy, including exploration and development activities; the ability of the Company to complete
its capital programs; the ability of the Company to transport its products to market; potential delays or changes in plans
with respect to exploration or development projects or capital expenditures; the availability and cost of financing; the
success of exploration and development activities; the production levels; the uncertainty of reserve estimates; the actions
by governmental authorities; the government regulations and the expenditures required to comply with them (especially
safety and environmental laws and regulations); the site restoration costs; and other circumstances affecting revenues
and expenses. The impact of any one factor on a particular forward-looking statement is not determinable with certainty
as such factors are interdependent upon other factors, and management’s course of action would depend upon its
assessment of the future considering all information then available. Statements relating to “reserves” are deemed to be
forward-looking statements, as they involve the implied assessment, based on certain estimates and assumptions that the
reserves described can be profitably produced in the future. Readers are cautioned that the foregoing list of important
factors is not exhaustive. Although the Company believes that the expectations conveyed by the forward-looking
statements are reasonable based on information available to it on the date such forward-looking statements are made, no
assurances can be given as to future results, levels of activity and achievements. All subsequent forward-looking
statements, whether written or oral, attributable to the Company or persons acting on its behalf are expressly qualified in
their entirety by these cautionary statements. The Company assumes no obligation to update forward-looking statements
should circumstances or management’s estimates or opinions change.



