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The following Management’s Discussion and Analysis (“MD&A”) is current to April 29, 2019, and constitutes
management’s assessment of the factors that affected the financial condition and operating performance of Aura Health
Inc. (“Aura”, “We” or the ”Company") for the year ended December 31, 2018. This MD&A was written to comply
with the requirements of National Instrument 51-102 — Continuous Disclosure Obligations. This MD&A should be
read in conjunction with the Company’s audited consolidated financial statements and related notes for the years ended
December 31, 2018 and 2017, prepared in accordance with International Financial Reporting Standards (“IFRS”) as
issued by the International Accounting Standards Board (“IASB") and interpretations of the IFRS Interpretations
Committee (“IFRIC”). In the opinion of management, all adjustments considered necessary for a fair presentation
have been included. All figures in this MD&A are reported in Canadian dollars (“$” or “CAD”) unless otherwise
stated.

This MD&A contains forward-looking statements that are not historical in nature and involves risks and uncertainties.
See “Cautionary Note Regarding Forward-Looking Statements” below.

Additional information relating to Aura is available on SEDAR at www.sedar.com.

Business Overview

Aura is focused on building an international network of vertically-integrated cannabis assets, through development of
a product line of cannabis-infused edible products and oil extracts. Aura is targeting a potentiaﬂy high margin
downstream business in the legalized medical marijuana sector in Europe.

The Company holds debt convertible into 54% equity of HolyCanna Ltd. (“HolyCanna”), a cultivation and nursery
license holder in Israel. It has also entered into a definitive agreement to acquire 80% of Pharmadrug Production
GmbH (“Pharmadrug”), a German medical cannabis and pharmaceutical distributor, as well as a Letter of Intent
(“LOI”) to purchase 57% of CannabiSendak LTD. (“CannabiSendak”), the builder of a planned network of
dispensaries in Israel. In addition, the Company continues to own a 30% interest in four (4) medical marijuana clinics
in the United States (the “US™). See “Recent Developments” and “Outlook and Plans” for more details.

On August 9, 2018, Aura Health Corp. and Lamélée Iron Ore Ltd. (“Lamélée”) completed a reverse takeover
transaction (the “RTO Transaction™), providing for the acquisition by Lamélée of all of the issued and outstanding
common shares of Aura Health Corp. Concurrent with the closing of the RTO Transaction, Lamélée changed its
name to Aura Health Inc. See “Recent Developments” and “Reverse Takeover Transaction” for details.

The address of the Company’s registered office is 77 King Street West, Suite 2905, Toronto, Ontario, MSK THI,
Canada.

As at April 29, 2019, members of the Company’s management team and Board of Directors (the “Board™) consists of:

Daniel Cohen Chief Executive Officer

Keith Li Chief Financial Officer, Corporate Secretary
Howard Brass Chief Operating Officer

David Posner Chairman, Director

Alain Dobkin Director

Jim Frazier Director

Joel Freudman Director

Paul McClory Director

Robert Schwartz Director
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Recent Developments

On August 9, 2018, Aura Health Corp. and Lamélée completed the RTO Transaction, providing for the acquisition
by Lamélée of all of the issued and outstanding common shares of Aura Health Corp. Pursuant to the Securities
Exchange Agreement, all Aura Health Corp. common shares were exchanged for common shares of Lamélée, and Aura
Health Corp. became a wholly-owned subsidiary of Lamélée, which is continuing on with the business of Aura Health
Corp. As a result, the audited consolidated statement of financial position as at December 31, 2018 was presented as
a continuance of Aura Health Corp. and comparative ﬁgures presented in the audited consolidated financial statements
for 2018 are those of Aura Health Corp. Concurrent with the closing of the RTO Transaction, Lamélée changed its

name to Aura Health Inc.

On August 16, 2018, Aura’s common shares began trading on the Canadian Securities Exchange (the “CSE™) under
the ticker symbol “BUZZ”.

On August 16, 2018, Daniel Cohen was appointed as Chief Executive Ofticer (“CEO™) of Aura, replacing Chris Carl,
who continued to serve as President and Corporate Secretary for the Company. Mr. Cohen has nearly 20 years of
experience in the capital markets and previously served as a partner and head of institutional equity sales at Beacon
Securities.

On August 22, 2013, the Company entered into a LOI to subscribe to an unsecured convertible note (“Convertible
Note”) n HolyCanna, an Israel-based company with a cannabis cultivation and sales license application (“License

Application™) submitted to the Israeli Ministry of Health (the “Ministry™). Terms of the LOI are as follows:

e The Company will provide HolyCanna with a non-interest bridge loan (“Bridge Loan”) in the principal
amount of 1,000,000 Israeli Shekels (“ILS™). The Bridge Loan is due on November I, 2018, upon which time

it will be cancelled and converted to principal within a Convertible Note investment;

e On November I, 2018, the Company will subscribe for the Convertible Note in the maximum principal
amount of approximately $3,566,060 (ILS 10,000,000), to be advanced in tranches on the following

timetable:

e} Approximately §713,212 (ILS 2,000,000) by December 15, 2018;

o Approximately $1,248,121 (ILS 3,500,000) by February I, 2019; and

0 The remaining sum of approximately $1,248,121 (ILS 3,500,000) will be advanced after February I,
2019 upon request made by HolyCanna.

On November 22, 2018, the Company entered into a definitive agreement with HolyCanna to advance up to
approximately $3.57 million (ILS 10,000,000) to HolyCanna and subscribed to the Convertible Note which
automatically converts to 54% equity in HolyCanna once the Company is added to the License Application. The
Company will be immediately entitled to a control position on the board of HolyCanna.

As of the date of this MD&A, the Company had advanced total funds of $370,678 (ILS 1,000,000) to HolyCanna.

On September 4,2018, the Company entered into a LOI to acquire 57% of the outstanding equity of CannabiSendak,
which will use HolyCanna as its primary provider of branded cannabis products. Terms of the LOI are as follows:

e The Company will purchase common shares of CannabiSendak for USD $300,000 upon closing, and will
make contingent payments of USD $200,000 after CannabiSendak reaches clientele of 500 active medical
cannabis patients, and additional payments of USD $250,000 for every incremental 500 active patients
CannabiSendak achieves thereafter;

e The Company will purchase common shares of CannabiSendak for USD $200,000, payable in equal tranches
of USD $40,000 over a S-month period, commencing once CannabiSendak obtains the necessary licenses
and approvals for the establishment of dispensaries; and
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e The Company will purchase common shares of CannabiSendak for USD $200,000 for the establishment of
dispensaries. This consideration will be divided into 4 equal payments of USD $50,000 paid every 45 days,

commencing the day of signing the Agreement.
As of the date of this MD&A, the Cornpany had advanced total funds of USD $300,000 to CannabiSendak.

On October 2, 2018, Joel Freudman was appointed to the Board and as the Chairman of the Board’s Audit Committee.
Mr. Freudman manages a merchant bank, Resurgent Capital Corp., and previously practiced law as a securities and
M&A lawyer in private practice and then in-house with two (2) major Canadian financial institutions. On the same
date, Jimmy Gravel resigned from the Board.

On October 17, 2018, Aura announced a LOI with Nutritional High International Inc. (“NHH”) to cooperate on its

extraction technologies. See “Outlook and Plans” for details.

On November 19, 2018, Howard Brass was appointed as Chief Operating Officer (“COO”) of the Company. Mr.
Brass has nearly a decade of capital markets experience and holds an HBA from the Richard Ivey School of Business
and is a Chartered Financial Analyst.

On January 24, 2019, the Company entered into a LOI to acquire 80% of Pharmadrug for EUR 5,000,000 (the
“Acquisition”). Pharrnadrug is a cash flow positive company with over 20 years of operating history, and has a Schedule
I European Union narcotics licence that allows the business to distribute medical cannabis to pharmacies in Germany
and the rest of the Eurozone. The seller, Anquor Pharmaceuticals Ug (“Anquor™), will retain a 20% interest in
Pharmadrug (see “Subsequent Events” for more details).

On March 26, 2019, Alain Dobkin was appointed to the Board as Chris Carl resigned as Director, President and
Corporate Secretary of the Company. Mr. Dobkin has over 20 years of experiences, notably in investment banking,
strategic mergers and acquisitions, and equity and debt capital raising transactions from both public and private markets

globally. On the same day, Keith Li was appointed as Corporate Secretary of the Company.

While management spent the better part of QI 2019 committing capital and human resources to the Pharmadrug
project in Germany, we are now actively starting the Israeli operations. The new medical cannabis regime in Israel is
currently being rolled out, which will add new patients as well as the export law over time. Given the unknown timing
of the new regime, we have worked with our partners HolyCanna to delay ground-breaking. We are now currently
preparing the land to break ground to build 60,000 square feet of greenhouse space with the first phase of construction
to begin in short order. For CannabiSendak, we are in the final stages of discussion to close the definitive agreement
to acquire 57% of that business.

Financing Developments

On August 9, 2018, the Company closed a non-brokered private placement (the “Concurrent Financing”) of
2,301,873 units at a price of $0.49 per unit, for gross proceeds of $1,127,918 concurrent with the completion of the
RTO Transaction. Each unit consists of one (1) common share of the Company and one (1)) warrant. Each warrant

entitles the holder to purchase one (I) common share of the Company at a price of $0.75, expiring on August 9, 2020.

On August 9, 2018, the Company issued 816,327 common shares and 408,163 warrants exercisable at $1.00, as a
result of the conversion of the Series A Debentures at a price of $0.368.

On September 24, 2018, the Company granted 650,000 stock options to the CEO and certain consultants of the
Company. The options are exercisable at $0.31 per share and will expire on September 24, 2021. 300,000 of these
options vested immediately on grant, while 350,000 options granted to an Investor Relations consultant vested 25%
on grant, and 25% every six (6) months thereafter over the ensuing 13 months.
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On October 26, 2018, the Company closed a non-brokered private placement offering of unsecured convertible
debentures for total gross proceeds of $400,000.

On December 10, 2018, the Company issued 4,028,272 units on conversion of the Nutritional High Debenture. Each

unit is comprised of one (1) common share and one-half (1 / 2) of a warrant. Upon conversion, NHII also exercised

the 2,014,136 warrants into common shares for total proceeds of $151,060.

On ]anuary 10, 2019, the Company closed a non-brokered private placement of 11,493,998 units at a price of $0.15
per unit, for gross proceeds of $1,724,100. Each unit is comprised of one (I) common share of the Company and
one-half (1 / 2) of a common share purchase warrant exercisable at $0.25 for a period of 24 months from closing. In
connection with the private placement, the Company issued 122,160 finders warrants (each a “Finder’s Warrant™) and
paid cash commissions of $18,324. Each Finder’s Warrant is exercisable into one (I) common share of the Company

at a price of $0.25 for a period of 24 months from closing.

On January 17, 2019, the Company granted 200,000 options to a director at an exercise price of $0.235, expiring on
]anuary 17, 2021. The options vested immediately on grant. The Company also granted 350,000 options to a
consultant under the same terms and expiry date., of which 200,000 options vested immediately on grant, while the
remaining 150,000 options vested on April 17, 2019.

On January 28, 2019, the Company issued promissory notes (the “Notes™) in the principal amount of $600,000,
bearing interest at 2% per month and due on March 28, 2019. The funds were lent by three (3) directors and officers
of the Company. The maturity date of the Notes was subsequently postponed until fulfillment by the Company of the

escrow release conditions of the ensuing Offering.

On February 27, 2019, the Company closed the first tranche of a “best efforts” private placement offering (the
“Oftering”) of 8,726,954 subscription receipts (the “Subscription Receipts”) at an issue price of $0.22 (the “Issue
Price™) per Subscription Receipt, for gross proceeds of $1,919,930. Upon satisfaction by the Company of certain
escrow release conditions (the “Conditions™), each Subscription Receipt will entitle the holder to receive, without any
further action on the part of the holder or payment of any additional consideration, one (1) unit of the Company
consisting of one (1) common share and one-half (1/2) of a warrant, with each warrant exercisable at $0.28 into one
(1) common share of the Company for a period of 24 months from the date of satisfaction of the Conditions. The
Offering proceeds will be refunded to subscribers in the event the Conditions are not satisfied.

On April 17, 2019, the Company closed the second tranche of the Offering of 12,818,500 Subscription Receipts at
the Issue Price, for gross proceeds of $2,820,070 under the same terms as the first tranche of the Offering.

On April 17, 2019, the Company also entered into a share exchange agreement with FSD Pharma Inc. (“FSD”), a
licensed producer under the Cannabis Act (Canada) whereby FSD acquired 13,562,386 common shares of Aura
(“Aura Shares”) valued at $3 million issued from treasury in exchange for 13,181,019 common shares of FSD (“FSD
Shares”) issued from treasury (the “Share Exchange”) valued at $3 million. In connection to the Share Exchange,
813,743 Compensation Options were issued to the lead agent. The agreement governing the Share Exchange also
contains adjustment provisions that depend on the price of the FSD Shares at the end of the applicable statutory hold
period.

On April 25, 2019, 260,000 common shares of the Company were issued as a result of the exercise of 260,000 options
for total cash of $26,000. All issued shares were fully paid.

Outlook and Plans

Aura’s mission is to build a Ieading Vertically—integrated medical cannabis company with a focus on the European and
Israeli markets. Since completion of the RTO Transaction in August 2018, we have very quickly been executing on
our plan.



AURA HEALTH INC. (formerly Lamélée Iron Ore Ltd.)

Management’s Discussion and Analysis

For the year ended December 31, 2018

Israel

We believe that Israel will be a medical cannabis jurisdiction that will continue to garner attention from capital markets
in 2019 and beyond. First, we believe the nation is a natural global hub for medical cannabis. Israel is a pioneer of
modern medical cannabis, a global centre for cannabis R&D, and boasts one of the highest consumption rates per

capita. Second, in January of 2019, Israel became the third country globally to approve the export of medical cannabis,
after the Netherlands and Canada.

Aura has a first-mover advantage with two (2) Israeli assets which we plan on advancing in 2019. The first business is
HolyCanna, a cultivation and nursery licence holder, of which Aura holds convertible debt that will convert into 54%
equity in the event Israeli regulatory approval is obtained. HolyCanna Is a project to build an IMC GAP cannabis
cultivation [facility/ operation | 45 minutes north of Tel Aviv in Netanya. The first phase will be approximately 60,000
square feet of greenhouse, with more than 300,000 square feet of additional space available to us. Management has
acquired the construction and operational expertise needed; we plan on breaking ground in the second quarter of 2019,

with first production scheduled for 2020.

The second asset is an LOI to acquire 57% of CannabiSendak, the builder of a planned network of high-profile
dispensaries in Israel. CannabiSendak leverages the experience and profile of Shlomi Sendak, a well-known Israeli
medical cannabis activist who assisted nearly one-third of Israeli prescription holders in the process of obtaining their
patient cards. We plan to build and open the first clinic/ dispensary in Tel Aviv by the second quarter of 2019. The
dispensary plans to sell Sendak-branded medical cannabis supplied exclusively by HolyCanna, once it begins

commercial cultivation.

We believe that our assets in Israel will unlock signiﬁcant value for Aura as capital markets begin paying more attention
to the country, as we get closer to cannabis production at HolyCanna, and with the opening of our first

clinic/dispensary for CannabiSendak.

Europe

Management’s thesis is that the European medical cannabis market will soon command significant attention. Europe
is home to more than 740 million people, a population which is more than double that of the US and Canada
combined. Industry analysts expect Europe to be one of the largest consumers of medical cannabis around the world.

Similar to the initiatives in Israel, management believes Aura is early to the medical cannabis game in Europe. The
Acquisition of Pharmadrug, a German EU-GMP-approved pharmaceutical distribution company, makes Aura a
player in the European medical cannabis market overnight once that transaction closes. Pharmadrug holds one of
ten (10) coveted German class one narcotics licenses, allowing the business to import and distribute medical cannabis
throughout legalized areas in the European Union. Pharmadrug has received its first cannabis shipment and has begun
deliveries to pharmacies in Germany.

The Company believes it will have a strategic advantage with Pharmadrug as it will be able to access significant
quantities of cannabis from both Israel and Canada. Management is well-connected to the cannabis industry in Canada
and already in talks with several piayers for supply agreements. In Israel, Aura will eventually be able to export our own
cannabis production from HolyCanna as well as from other producers.

Other Initiatives

We are also actively seeking to establish a medical grade extraction and manufacturing facility in Europe. Aura signed
a LOI with NHII in October 2018 to utilize NHII's cryo-ethanol extraction process and other operational expertise.
This will enable Aura to set up facilities to produce high-quality oils and end products ranging from vapes to chocolates
and chewable tablets. The partnership will take the form of a joint venture and final economics will be determined on
a project by project basis.
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While the Company continues to own a 30% interest in four (4) medical marijuana clinics in the US (the “Sun Valley
Clinics™), management is actively seeking to divest its interest in the Sun Valley Clinics in order to develop and expand
its activities into Israel, Europe, and neighbouring markets.

Canadian Companies with U.S. Marijuana-Related Assets

On February 8, 2018, the Canadian Securities Administrators published Staft Notice S1-352 (Revised) Issuers with
U.S. Marijuana-Related Activitres (the “Staff Notice™), which provides specific disclosure expectations for issuers that
currently have, or are in the process of developing, cannabis-related activities in the US as permitted within a particular
state’s regulatory framework. All issuers with US cannabis-related activities are expected to clearly and prominently
disclose certain prescribed information in required disclosure documents.

Such disclosure includes, but is not limited to: (i) a description of the nature of a reporting issuer’s involvement in the
US marijuana industry; (ii) disclosure that marijuana is illegal under US federal law and that enforcement of relevant
laws is a significant risk; (iif) related risks including, among others, the risk that third-party service providers could
suspend or withdraw services and the risk that regulatory bodies could impose certain restrictions on the issuer’s ability
to operate in the US; and (iv) a discussion of the reporting issuer’s ability to access public and private capital, including
which financing options are and are not available to support continuing operations. Additional disclosures are required
to the extent a reporting issuer is deemed to be directly or indirectly engaged in the US marijuana industry, or deemed
to have “ancillary industry involvement”, all as further described in the Staff Notice. Public reaction to the Staff Notice
was generally positive and industry participants welcomed the opportunity to review and provide enhanced disclosure.

At this time, the Company’s involvement in the US cannabis industry is limited and “Indirect” through its investments
in the Sun Valley Clinics. In addition, the Company does not operate, nor control any subsidiary that is directly
engaged in the cultivation or distribution of marijuana in accordance with a US state license. As a result of the Sun
Valley Clinics providing cannabis certification and medical care to patients in the US (as described below), the
Company is subject to the requirements of the Staff Notice and accordingly provides the following disclosures:

Compliance with Applicable State Laws in the US

The Company has not obtained legal advice regarding compliance with applicable state regulatory frameworks and
exposure and implication arising from US federal laws in the states where it conducts operations. The Company is not
aware of any non-compliance with applicable licensing requirements and the regulatory framework enacted by the
applicable US state for any of such Clinics’ business and the Company is not aware of: (i) any non-compliance by these
Clinics with respect to marijuana-related activities, or (if) any notices of violation with respect to any Clinic’s marijuana-
related activities by its respective regulatory authorities.

Nature of Investments with US Cannabis-Related Activities

Sun Valley Certification Clinics Holdings, LLC

On November 11, 2016, the Company through its Wholly—owned subsidiary in the US, Green Global Properties Inc.
(“Green Global™), entered into a Purchase Option Agreement with Sun Valley Certification Clinics Holdings, LLC
(“Sun Valley”), a private company based in Phoenix, Arizona, whereby Green Global has the option to acquire a 30%
interest in each of the next ten (IO) clinics (“Clinic" or “Clinics") that Sun Valley opens in the US for USD $100,000
each. Provided that the Company already owns 30% of a Clinic, the Company has at its discretion a further option
within 18 months from the opening date of the Clinic to acquire an additional 21% of that Clinic for USD $100,000

and increase its ownership to 51%.

Each Clinic is established as a separate Limited Liability Company. An operating agreement is generally put into place
once the Company invests 30%. Under the operating agreement, the Company and Sun Valley will each appoint one
Manager and the two (2) Managers will appoint a third Manager. All major decisions and transactions that affect the
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Clinic will be authorized by the Managers. Therefore, joint control exists and the relationship meets the definition of
a joint arrangement.

On November 15, 2016, the Company advanced USD $100,000 (CAD $134,270) to exercise its options to acquire
a 30% ownership interest in a clinic in Las Vegas, Nevada (the “Sun Valley Nevada Clinic”). The Sun Valley Nevada
Clinic began operations on September 21, 2016.

On December 20, 2016, the Company made a USD $50,000 (CAD $67,135) deposit for the acquisition of a 30%
interest in a second clinic, which opened in Mesa, Arizona (the “Sun Valley Mesa Clinic”) in 2017. On March 7,
2017, the Company completed the acquisition of the 30% interest by paying the remaining balance of USD $50,000
(CAD $67,980). An operating agreement on the above described terms has been put into place. The Sun Vaﬂey Mesa
Clinic began operations on April 24, 2017.

On March 14, 2017, the Company made a USD $50,000 (CAD $69,220) deposit towards the acquisition of 2 30%
interest in a third clinic, which opened in Tucson, Arizona (the “Sun VaHey Tucson Clinic”). On April 18,2017, the
Company completed the acquisition of the 30% interest by paying the remaining balance of USD $50,000 (CAD
$68,760). An operating agreement on the above described terms has been put into place. The Sun Valley Tucson
Clinic began operations on May 22, 2017.

On July 24, 2017, the Company made a USD $50,000 (CAD $64,465) deposit towards the acquisition of a 30%
interest in a fourth clinic, which opened in Hollywood, Florida (the “Sun Valley Hollywood Clinic™). On August 2,
2017, the Company completed the acquisition of the 30% interest by paying the remaining balance of USD $50,000
(CAD $64,650). An operating agreement on the above described terms has been put into place. The Sun Vaﬂey
Hollywood Clinic began operations on August 11, 2017.

On November 27, 2017, the Company contributed USD $20,000 (CAD $26,182) as additional capital to the Clinics.
On December 19, 2017, the Company contributed USD $15,000 (CAD $19,934) as additional capital to the Clinics.
On December 28, 2017, the Company contributed USD $75,400 (CAD $97,945) as additional capital to the Clinics.
As a result of the additional capital contributions made in November and December 2017, Green Global was issued

128.60 new units from each Clinic, in a manner consistent with the operating agreement, and in proportion to its
respective membership.

On July 9, 2018, the Company contributed USD $62,835 (CAD $82,736) as additional capital to the Clinics.
On October 5, 2018, the Company contributed USD $22,403 (CAD $29,084) as additional capital to the Clinics.
On November 28, 2018, the Company contributed USD $15,779 (CAD $ZI,243) as additional capital to the Clinics.

Investments in the Sun Valley Clinics

The investment in the Sun Valley Nevada Clinic is accounted for as of the effective date of ownership on September
I, 2016, as a joint venture as the operating agreement estabhshmg joint control was in place effective that date. The
Company’s portion of the loss from the Sun Valley Nevada Clinic for the year ended December 31, 2018 was $27,645
(USD $21,470) (2017 — $40,067 (USD $30,660)).

The investment in the Sun Valley Mesa Clinic is accounted for as of the effective date of ownership on January 4,
2017, as a joint venture as the operating agreement establishing joint control was in place effective that date. The
Company’s portion of the loss from the Sun Valley Mesa Clinic for the year ended December 31, 2018 was $45,017
(USD $34,962) (2017 — $55,439 (USD $42,423)).
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The investment in the Sun Valley Tucson Clinic is accounted for as of the effective date of ownership on April 18,
2017, as a joint venture as the operating agreement establishing joint control was in place effective that date. The
Cornpany’s portion of the loss from the Sun Vaﬂey Tucson Clinic for the year ended December 31, 2018 was $25,263
(USD $19,621) (2017 — $51,326 (USD $39,276)).

The investment in the Sun Valley Hollywood Clinic is accounted for as of the effective date of ownership on August
2, 2017, as a joint venture as the operating agreement establishing joint control was in place effective that date. The
Company’s portion of the loss from the Sun Valley Hollywood Clinic for the year ended December 31, 2018 was
$61,961 (USD $48,121) (2017 — $39,006 (USD $29,848)).

US Cannabis Regulatory Overview
US Federal Law

Marijuana is iﬂegal under US federal law and enforcement of relevant laws is a signiﬁcant risk. While marijuana and
marijuana-infused products are legal under the laws of several US States (with vastly differing restrictions), presently
the concept of “medical marijuana” and “retail marijuana” do not exist under US federal law. The US Federal
Controlled Substances Act (“FCSA”) classifies “marijuana” as a Schedule I drug. Under US federal law, a Schedule I
drug or substance has a high potential for abuse, no accepted medical-use in the US, and a lack of safety for the use of
the drug under medical supervision.

The US Supreme Court has ruled in a number of cases that the federal government does not violate the federal
constitution by regulating and criminalizing cannabis, even for medical purposes. Therefore, federal law criminalizing
the use of marijuana pre-empts state laws that legalize its use for medicinal and adult-use purposes.

The US Department of Justice (the “DOJ”) has issued official guidance regarding marijuana enforcement in 2009,
2011, 2013, 2014 and 2018 in response to state laws that legalize medical and adult-use marijuana. In each instance,
the DOJ has stated that it is committed to the enforcement of federal laws and regulations related to marijuana.
However, the DO]J has also recognized that its investigative and prosecutorial resources are limited. As of January 4,
2018, the DOJ has rescinded all federal enforcement guidance specific to marijuana and has instead directed that
federal prosecutors should follow the “Principles of Federal Prosecution” originally set forth in 1980 and subsequently
refined over time in chapter 9-27.000 of the US Attorney’s Manual. These principles create broader discretion for
federal prosecutors to potentially prosecute state-legal medical and adult-use marijuana businesses even if they are not
engaged in marijuana-related conduct enumerated by the Cole memorandum dated August 29, 2013 (the “Cole
Memo”) as being an enforcement priority.

Prior to 2018 and in the Cole Memo, the DOJ acknowledged that certain US states had enacted laws relating to the
use of marijuana and outlined the US federal government’s enforcement priorities with respect to marijuana
notwithstanding the fact that certain states have legalized or decriminalized the use, sale, and manufacture of marijuana.
The Cole Memo was addressed to “All United States Attorneys” from James M. Cole, Deputy Attorney General of
the US, as may be supplemented or amended indicating that federal enforcement of the applicable federal laws against
cannabis-related conduct should be focused on eight priorities, which are to prevent:

(I) Distribution of cannabis to minors;

riminal enterprises, gangs and cartels from receiving revenue from the sale of cannabis;
2) Criminal prises, gangs and [s f1 iving fi he sale of bi
(3) Transfer of cannabis from States where it is legal to States where it is illegal;

annabis activity from being a pretext for trafficking of other illegal drugs or illegal activity;
4) C bi tvity f1 being a p f fticking of other illegal drug illegal activity
(5) Violence or use of firearms in cannabis cultivation and distribution;
6) Drugged driving and adverse public health consequences from cannabis use;
( g8 g p q

(7) Growth of cannabis on federal lands; and

(8) Cannabis possession or use on federal property.
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On November 14, 2017, Jeft Sessions, the US Attorney General, made a comment before the House Judiciary
Committee about prosecutorial forbearance regarding state-licensed marijuana businesses. In his statement, Attorney
General Sessions stated that the US Federal Government’s current policy is the same fundarnentaﬂy as the Holder-
Lynch policy, whereby the States may legalize marijuana for its law enforcement purposes, but it remains illegal with
regard to federal purposes.

On January 4, 2013, the Cole Memo was rescinded by a one-page memo signed by Attorney General Sessions (the
“Sessions Memo”). It is the Company’s opinion that the Sessions Memo does not represent a significant policy shift
as it does not alter the DOJ’s discretion or ability to enforce federal marijuana laws; rather it just provides additional
latitude to the DOJ to potentially prosecute state—legai marijuana businesses even if they are not engaged n marijuana-
related conduct enumerated by the Cole Memo as being an enforcement priority. The result of the rescission of the
Cole Memo is that federal prosecutors will now be free to utilize their prosecutorial discretion to decide whether to
prosecute cannabis activities despite the existence of state-level laws that may be inconsistent with federal prohibitions;
however, discretion is still given to the federal prosecutor to Weigh all relevant considerations of the crime, including
the deterrent effect of criminal prosecution, and the cumulative tmpact of particular crimes on the community. No
direction was given to federal prosecutors as to the priority they should ascribe to such activities, and resultantly it is
uncertain how active federal prosecutors will be in relation to such activities.

Furthermore, the Sessions Memo did not discuss the treatment of medical cannabis by federal prosecutors. Medical
cannabis is currently protected against enforcement by enacted legislation from US Congress in the form of the
Rohrabacher-Blumenauer Amendment (as defined herein) which similarly prevents federal prosecutors from using
federal funds to impede the irnplernentation of medical cannabis laws enacted at the state level, subject to Congress
restoring such funding. See “US Enforcement Proceedings”. Due to the ambiguity of the Sessions Memo in relation
to medical cannabis, there can be no assurance that the federal government will not seek to prosecute cases involving
cannabis businesses that are otherwise compliant with state law. See “Risk Factors”.

Even though the Cole Memo has been rescinded, the Company will continue to abide by its principles and
prescriptions, as well as strictly following the regulations set forth by the current US Federal enforcement guidelines
and US states in which the Sun Valley Clinics operate.

On January 16, 2018, a bipartisan coalition of state Attorneys General issued a letter to Congressional leadership
urging them to “advance legislation” to permit state-licensed marijuana businesses greater access to banking and other
tinancial services. The letter is undersigned by the Attorneys General from the States of Alaska, California, Colorado,
Connecticut, Hawaii, Illinois, lowa, Maine, Maryland, Massachusetts, New Mexico, New York, Oregon, Pennsylvania,
Vermont, and Washington, as well as from the District of Columbia and the US territory of Guam.

On March 22, 2018, the House of Representatives and Senate voted in favor of approving the Omnibus Spending
Bill (the “Bill”) and it was signed into law the following day by President Donald Trump. With the Bill's approval
comes an extension of Rohrabacher-Leahy Amendment (as defined herein) until September 2018, which is represented
by Section 538 of the Bill. Rohrabacher-Leahy Amendment prevents the DO]J from using federal funds in enforcing
federal law relating to medical cannabis, which effectively allows states to irnplement their own laws that authorize the
use, distribution, possession, or cultivation of medical marijuana. The amendment was first introduced in 2014 and
has been reaffirmed annuaﬂy since then. It should be noted that this amendment does not apply to adult-use marijuana,

On April 13, 2018, the Washington Post reported that President Trump and Colorado Senator Cory Gardner reached
an understanding that the marijuana industry in Colorado will not be the subject of interference from the federal
government and that the DOJ’s recession of the Cole Memo will not impact Colorado’s legal marijuana industry.
Furthermore, President Trump provided assurances that he will support a federalism-based legislative solution to fix
the issue of states’ rights to regulate cannabis. The Company is pleased to see reports that President Trump has
promised top Senate Republicans that he will support congressional efforts to protect states that have legalized
marijuana. The Company is cautiously optimistic that this represents a clear and positive sign that the industry is

9



AURA HEALTH INC. (formerly Lamélée Iron Ore Ltd.)

Management’s Discussion and Analysis

For the year ended December 31, 2018

shifting towards a climate where cannabis users and business can participate in the industry without fear of interference
from the federal government.

On November 7, 2018, Attorney General Sessions resigned after the US Mid-Term Elections, both of which would
potentially impact the US cannabis industry. From the Mid-Term Elections, US voters delivered a split verdict for
Congress, as the Democrats secured a majority in the House of Representatives (the “House") while the Republicans
expanded their majority in the Senate. With the Democrats taking back control of the House, it may prove to be a
catalyst for the sector to reinforce the notion that cannabis in the US has the tipping point on its way to eventual full
legal status. While pro-cannabis legislation would still require passing the Senate and the Executive Branch, the path
to Iegalization seems to have opened up with Mr. Sessions’s departure, With divided congressionai power, there will
be opportunity for bi—partisanship on a number of issues induding the Strengthening the Tenth Amendment Through
Entrusting States Act, S. 3032 (“STATES Act”), which would protect individuals working in cannabis sectors from
federal prosecution. The STATES Act was introduced in June 2018 through bi-partisan efforts initiated by Senator
Gardner together with Massachusetts Senator Elizabeth Warren. Senator Warren won re-election which ensures she
will push the change to federal law regarding cannabis. In addition, constituents of Michigan voted to legalize
recreational marijuana, making Michigan the first state in the Midwest to do so and the 10" in the US overall
demonstrating growing sentiment amongst Americans towards legalization. Voters in Missouri and Utah approved
ballot measures legahzing cannabis for medical use, making their states the 31* and 32" to do so.

Although Jeff Sessions has been replaced by President Trump with William Barr, there is still very little clarity as to
how President Trump, or Attorney General Barr, will enforce federal law or how they will deal with states that have
legalized medical or recreational marijuana. There is no guarantee that the current presidential administration will not
change its stated policy regarding the low—priority enforcement of US federal laws regarding cannabis that conflict
with State laws. Additionally, any new US federal government administration that follows could change this policy
and decide to enforce the US federal law vigorously. Any such change in the US federal government’s enforcement of
current US federal law in regards to cannabis could cause adverse financial impact, and remains a significant risk to
the Company and the Sun Valley Clinics’ businesses, which could in turn have an impact on the Company’s operations.
See “Risk Factors”.

US Enforcement Proceedings

The US Congress has passed appropriations bills each of the last three years that included the Rohrabacher
Amendment Title: HR.2578 — Commerce, Justice, Science, and Related Agencies Appropriations Act, 2016
(“Rohrabacher-Blumenauer Amendment™), which by its terms does not appropriate any federal funds to the DO]J for
the prosecution of medical cannabis offenses of individuals who are in compliance with state medical cannabis laws.
Subsequent to the issuance of the Sessions Memo on January 4, 2018, the US Congress passed its omnibus
appropriations bill, S] 1662, which for the fourth consecutive year contained the Rohrabacher-Blumenauer
Amendment language (referred to in 2018 as the “Rohrabacher-Leahy Amendment”) and continued the protections
for the medical cannabis marketplace and its lawful participants from interference by the DOJ up to and through the
2018 appropriations deadline of September 30, 2018, subsequently extended through December 7, 2018 as part of a
short-term continuation of appropriations. Foﬂowing the much—publicized shutdown of the US Federal Government,
the Consolidated Appropriations Act of 2019 was signed into law on February 15,2019 with a key amendment intact
(Section 538) (the “Joyce Amendment”). As it stands, the Joyce Amendment will provide the medical marijuana
industry with protection against federal prosecution until September 30, 2019.

American courts have construed these appropriations bills to prevent the federal government from prosecuting
individuals when those individuals comply with state law. However, because this conduct continues to violate federal
law, American courts have observed that should Congress at any time choose to appropriate funds to fully prosecute
the FCSA, any individual or business — even those that have fully complied with state law — could be prosecuted for
violations of federal law. If Congress restores funding, the US Federal government will have the authority to prosecute
individuals for violations of the law before it lacked funding under the FCSA’s five-year statute of limitations.
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State-Level Overview

The following sections present an overview of regulatory conditions for the marijuana industry in US States in which
the Sun Vaﬂey Clinics have an operating presence:

Arizona

On November 2, 2010, Arizona passed legislation under Proposition 203 to legalize the use of medical marijuana
under the “Arizona Medical Marijuana Act” (“AMMA”) The AMMA allows residents in the state with specific
medical conditions to be treated with certain amounts of marijuana for personal use. The AMMA also appointed the
Arizona Department of Health Services (“ADHS”) as the regulator for the program and authorized ADHS to
promulgate, adopt and enforce regulations for the AMMA. ADHS Regulations are embodied in the Arizona
Administrative Code Title 9 Chapter 17 (the “Rules™).

In order for an applicant to receive a Dispensary Registration Certificate (a “Certificate”) they must: (i) fill out an
application proscribed by the ADHS, (ii) submit the applying entity’s articles of incorporation and by-laws, (iii) submit
ﬁngerprints for each principal officer or board member of the applicant for a background check to exclude felons, (iv)
submit a business plan and policies and procedures for inventory control, security, patient education, and patient
recordkeeping that are consistent with the AMMA and the Rules to ensure that the dispensary will operate in
compliance and (v) designate an Arizona licensed physician as the Medical Director for the dispensary. Certificates are
renewed annuaHy SO Iong as the dispensary 1s in good standing with the ADHS and pays the renewal fee and submits
an independent third party financial audit.

Once an applicant has been issued a Certificate, they are allowed to establish one physical retail dispensary location,
one cultivation location which is co-located at the dispensary’s retail site (if allowed by local zoning) and one additional
off-site cultivation location. None of these sites can be operational, however, until the dispensary recetves an approval
to operate from the ADHS for the applicable site. This approval to operate requires: (i) an application on the ADHS
form, (ii) demonstration of compliance with local zoning regulations, (iii) a site plan and floor plan for the applicable
property, and (iv) an in-person inspection by ADHS of the applicable location to ensure compliance with the Rules
and consistency with the dispensary’s applicable policies and procedures.

The ADHS may revoke a Certificate if a dispensary does not: (i) comply with the requirements of the AMMA or the
Rules, (ii) implement the policies and procedures or comply with the statements provided to the Department with the
dispensary’s application.

Foﬂowing the issuance of the Sessions Memo, no public comments have been made by the Office of the Attorney
General in Arizona. However, in October 2018, Attorney General Brnovich withdrew his office’s argument to the
Arizona Supreme Court to declare hashish and extracts of marijuana illegal in all situations under the state's medical
marijuana law, fearing unintended consequences for patients. To the knowledge of the Company’s management, there
have not been any additional statements or guidance made by federal authorities or prosecutors regarding the risk of
enforcement action in Arizona.

Nevada

In 2001, the use of medical marijuana was legalized in the State of Nevada, and state-certified medical marijuana
establishments, like dispensaries, became operational in 2015. The Nevada Medical Marijuana Program is governed
by Nevada Revised Statute (“NRS") 453A and Nevada Administrative Code 453A. Patients meeting certain criteria
can apply for a Nevada medical marijuana card. The medical marijuana card allows the patient to legaﬂy purchase
marijuana from a state-certified medical marijuana dispensary and a registry of medical marijuana patient cardholders

is administered by the Division of Public and Behavioral Health.

The sale of marijuana for adult-use in Nevada was approved by ballot initiative on November 8, 2016 and NRS 453D

exempts a person who is 21 years of age or older from state or local prosecution for possession, use, consumption,
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purchase, transportation or cultivation of certain amounts of marijuana. It also requires the Nevada Department of
Taxation (“NDT™) to begin receiving applications for the licensing of marijuana establishments on or before January
I,2018. As of ]uly 1,2017,NDT 1s responsible for hcensing and regulating and retail marijuana businesses in Nevada
and for the State medical marijuana program. The legalization of retail marijuana does not change the medical
marijuana program.

Licensing and operations requirements for production and distribution of medical marijuana are set out in NRS 435A.
Each medical marijuana establishment must register with the NDT and apply for a medical marijuana establishment
registration certificate. Among other requirements, there are minimum liquidity requirements and restrictions on the
geographic location of a medical marijuana establishment as well as restrictions relating to the age and criminal
background of employees, owners, officers and board members of the establishment. All employees must be over 21
and all owners, officers and board members must not have any previous felony conviction or had a previously granted
medical marijuana registration revoked. Additionally, each volunteer, employee, owner, officer and board member of a
medical marijuana establishment must be registered with the NDT as a medical marijuana agent and hold a valid
medical marijuana establishment agent card. The establishment must have adequate security measures and use an
electronic verification system and inventory control system. If the proposed medical marijuana establishment will sell
or deliver edible marijuana products or marijuana-infused products, proposed operating procedures for handling such

products must be pre—approved by the NDT.

In determining whether to issue a medical marijuana establishment registration certificate pursuant to NRS 453A.322,
the NDT, in addition the application requirements set out, considers the following criteria of merit:

(I) The total financial resources of the applicant, both hquid and iﬂiquid;

(2) The previous experience of the persons who are proposed to be owners, officers or board members of the
proposed medical marijuana establishment at operating other businesses or non-profit organizations;

(3) The educational achievements of the persons who are proposed to be owners, officers or board members of
the proposed medical marijuana establishment;

(4) Any demonstrated knowledge or expertise on the part of the persons who are proposed to be owners, officers
or board members of the proposed medical marijuana establishment with respect to the compassionate use
of marijuana to treat medical conditions;

(5) Whether the proposed location of the proposed medical marijuana establishment would be convenient to
serve the needs of persons who are authorized to engage in the medical use of marijuana;

(6) The likely impact of the proposed medical marijuana establishment on the community in which it is
proposed to be located;

(7) The adequacy of the size of the proposed medical marijuana establishment to serve the needs of persons who
are authorized to engage in the medical use of marijuana;

(8) Whether the applicant has an integrated plan for the care, quality and safekeeping of medical marijuana from
seed to sale;

(9) The amount of taxes paid to, or other beneficial financial contributions made to, the State of Nevada or its
political subdivisions by the applicant or the persons who are proposed to be owners, officers or board
members of the proposed medical marijuana establishment; and

(IO) Any other criteria of merit that the Division determines to be relevant.

A medical marijuana establishment registration certificate expires I year after the date of issuance and may be renewed
upon resubmission of the application information and renewal fee to the NDT.

The regular retail marijuana program under Nevada’s Regulation and Taxation of Marijuana Act is set to begin in
early 2018 and for the first 18 months of the program, only existing medical marijuana establishment certificate holders
can apply for a retail marijuana establishment license. In November 2018, the NDT may open up the application
process to those not holding a medical marijuana establishment certificate. There are five types of retail marijuana
establishment licenses under Nevada’s retail marijuana program:

12



AURA HEALTH INC. (formerly Lamélée Iron Ore Ltd.)

Management’s Discussion and Analysis

For the year ended December 31, 2018

(I) Cultivation Facility — licensed to cultivate (grow), process, and package marijuana; to have marijuana tested
by a testing facility; and to sell marijuana to retail marijuana stores, to marijuana product manufacturing
facilities, and to other cultivation facilities, but not to consumers.

(2) Distributor — licensed to transport marijuana from a marijuana establishment to another marijuana
establishment. For example, from a cultivation facility to a retail store.

(3) Product Manufacturing Facility — licensed to purchase marijuana; manufacture, process, and package
marijuana and marijuana products; and sell marijuana and marijuana products to other product
manufacturing facilities and to retail marijuana stores, but not to consumers. Marijuana products include
things like edibles, ointments, and tinctures.

(4) Testing Facility — licensed to test marijuana and marijuana products, including for potency and
contaminants,

(5) Retail Store — licensed to purchase marijuana from cultivation facilities, marijuana and marijuana products
from product manufacturing facilities, and marijuana from other retail stores; can sell marijuana and
marijuana products to consumers.

Administration of the regular retail program in Nevada will be governed by permanent regulations, currently being
drafted by the NDT. The NDT has been conducting public consultation and receiving public comments on the
Revised Proposed Adult-Use Marijuana Regulation (LCB File No. R092-17) dated December 13, 2017 (the “Nevada
Adult-Use Regulation™). As of April 29, 2019, the Nevada Adult-Use Regulation has not been adopted by the NDT

and the NDT is not seeking applications for adult-use marijuana or medical marijuana registration certificates.

In response to the Sessions Memo, Nevada Attorney General Adam Laxalt had issued a public statement, pledging to
defend the law after it was approved by voters. Governor Brian Sandoval also stated, “Since Nevada voters approved
the legalization of recreational marijuana in 2016, I have called for a well-regulated, restricted and respected industry.
My administration has worked to ensure these priorities are met while implementing the will of the voters and
remaining within the guidelines of both the Cole and Wilkinson federal memos,” and that he would like for Nevada
to follow in the footsteps of Colorado, where the US attorneys do not plan to change the approach to prosecuting
crimes involving recreational marijuana. To the knowledge of the Company’s management, there have not been any
additional statements or guidance made by federal authorities or prosecutors regarding the risk of enforcement action

in Nevada.

Florida

In 2016, Florida voters passed a constitutional amendment known as the “Florida Medical Marijuana Legalization
Initiative” (“Amendment 2”). Amendment 2 came info effect on January 3, 2017, and legalized medical marijuana for
individuals with specific debilitating diseases or comparable debilitating conditions as determined by a licensed state
physician. Amendment 2 protects qualifying patients, caregivers, physicians, and medical marijuana dispensaries and
their staff from criminal prosecutions or civil sanctions under Florida laws.

The State of Florida Statutes 381.986(8)(a) provides a regulatory framework that requires licensed producers, which
are statutorily defined as ““Medical Marijuana Treatment Centers” (“MMTC”), to both cultivate, process and dispense
medical cannabis in a vertically integrated marketplace.

Applicants must demonstrate (and licensed MMTCs must rnaintain) that: (1) they have been registered to do business
in the State of Florida for the previous five years, (ii) they possess a valid certificate of registration issued by the Florida
Department of Agriculture (“Department™), (iii) they have the technical and technological ability to cultivate and
produce cannabis, including, but not limited to, low-THC cannabis, (iv) they have the ability to secure the premises,
resources, and personnel necessary to operate as an MMTC, (v) they have the ability to maintain accountability of all
raw materials, finished products, and any byproducts to prevent diversion or unlawful access to or possession of these
substances, (vi) they have an infrastructure reasonably located to dispense cannabis to registered qualified patients
statewide or regionally as determined by the Department, (vii) they have the financial ability to maintain operations
for the duration of the 2-year approval cycle, including the provision of certified financial statements to the department,
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(viii) all owners, officers, board members and managers have passed a Level II background screening, inclusive of
fingerprinting, and ensure that a medical director is employed to supervise the activities of the MMTC, and (ix) they
have a diversity plan and veterans plan accompanied by a contractual process for establishing business relationships
with veterans and minority contractors and/or employees.

Upon approval of the application by the Department, the applicant must post a performance bond of up to USD $5

million, which may be reduced by meeting certain criteria.

Following the issuance of the Sessions Memo, no public comments have been made by the Office of the Attorney
General, headed by Florida Attorney General Pam Bondi, or any US attorneys from the other Districts of Florida.

The Company understands that each state has its own unique regulatory and communication requirements. As such,
the Company monitors each state’s legislative process to ensure compliance with any regulatory changes. To the best
of the Company’s knowledge, each of its Sun Valley Clinics meets all applicable licensing and regulatory requirements
at the state and municipal level.

Assets Held for Sale
In October 2018, management had approved the sale of its 30% interest in the Sun Valley Clinics and the proposed

sale transaction is expected to close within the next 12 months. Upon management’s decision to divest of its interest
in the Sun Valley Clinics, the investments were no longer a signiﬁcant part of Aura’s operations, as the Company began
exploring the European cannabis markets. As at December 31, 2018, the investments in the Sun Valley Clinics were
classified as held for sale on the consolidated statements of financial position.

The carrying value of the investments in the Sun Valley Clinics was higher than the estimated fair value less costs to
sell, and as a result, the Company recognized an impairment loss of $213,489 on the consolidated statements of loss
and comprehensive loss. The Company will continue to assess the fair value less costs to sell of the assets classified as
held for sale at the end of each reporting period and adjust the carrying amounts accordingly. To determine the fair
value less costs to sell, the Company will consider factors such as expected future cash flows using appropriate market
rates, the estimated costs to sell and an appropriate discount rate to calculate the fair value. The carrying amounts of
the assets classified as held for sale are not necessarily indicative of their fair value, as it has been recorded at the lower
of their carrying amounts and fair values less costs to sell in accordance with IFRS 5.

Reverse Takeover Transaction

On August 9, 2018, Lamélée and Aura Health Corp. completed the RTO Transaction, whereby, the shareholders of
Aura Health Corp. held a majority of the outstanding common shares of the resulting issuer. The substance of the
RTO Transaction is a reverse acquisition of a non-operating company. As a result, the RTO Transaction has been
accounted for as a capital transaction with Aura Health Corp. being identified as the acquirer and the equity
consideration being measured at fair value, using the acquisition method of accounting, The RTO Transaction has
been accounted for in the audited consolidated financial statements as a continuation of the financial statements of
Aura Health Corp., together with a deemed issuance of shares equivalent to the shares held by the former shareholders
of Lamélée.

Details of the RTO Transaction are presented as follows:

Purchase Price Consideration Paid

$

Fair value of common shares issued @ 1,497,083
Fair values of options issued © -
Fair value of warrants issued 238,606
1,735,689
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Net Identifiable Assets Acquired

$
Cash 190,901
Sales tax receivable 19,122
Accounts payable and accrued liabilities (172,397)
Due to related party (217,830)
Total net identifiable assets acquired (180,204)
Excess of consideration paid over net assets acquired,
representing a cost of the RTO Transaction 1,915,893
Finders’ compensation paid on closing of RTO Transaction ™
Total RTO acquisition costs 2,142,633

The Company has accounted for the RTO Transaction as an asset acquisition under the scope of IFRS 2 — Share

Based Payments. Consideration consisted entirely of shares, options and warrants of the Company which were

measured at the estimated fair value on the date of the acquisition:

(1)

(i1)

The fair value of the 3,961,584 common shares, issued to former Lamélée shareholders, was determined to be
$1,497,083 based on the fair value of common shares issued through the Concurrent Financing on August 9,
2018. Immediately after the RTO Transaction was completed, the number of shares of the resulting issuer
held by Lamélée shareholders was approximately 17.3%.

The estimated fair value of the 92,500 options issued as consideration are based on the Black-Scholes valuation
model with the foHowing assumptions: current stock price — $0.38 per share, expected dividend yield — 0%,
expected volatility — 49%, risk-free interest rate — 1.46% and an expected life of 0.25 years. In making the

assumptions for expected volatility, the Company used the historical volatility of comparable companies.

(iii) The estimated fair value of the 1,052,996 warrants issued as consideration are based on the Black-Scholes

valuation model with the following assumptions: current stock price — $0.38 per share, expected dividend yield
— 0%, expected volatility — 81%, risk-free interest rate — 2.11% and an expected life of 1.70 years. In making

the assumptions for expected volatility, the Company used the historical volatility of comparable companies.

(iv) On August 9, 2018, the Company issued 300,000 common shares to a financial advisor as compensation for

)

advisory services provided and 300,000 common shares to a finder on closing of the RTO Transaction. The
fair value of these common shares was estimated at $226,740 based on the fair value of common shares issued
in the Concurrent Financing, and was recorded as share-based payments during the year ended December 31,

2018.

The transaction costs relating to the RTO Transaction plus the aggregate of the fair value of the consideration
paid has been recognized as reverse takeover acquisition costs, in the audited consolidated statements of loss
and comprehensive Joss.
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Opverall Performance

Selected Financral Information

The Company’s selected financial information as at the end of the reporting period and for the three (3) most recently
completed financial years ended December 31, derived from the Company’s audited consolidated financial statements

and the related notes prepared in accordance with IFRS, are summarized as follows:

For period from
As at and for the As at and for incorporation
yeat ended the year ended (November 8, 2016)
December 31, December 31, to December 31,
2018 2017 2016
$ $ $
Operating expenses (950,525) (795,257) (181,447)
Reverse takeover acquisition costs (2,142,633) - -
Other expenses (418,991) (116,357) (7,781)
Net loss from continuing operations (3,512,149) (911,614) (209,143)
Net loss on discontinued operations (373,375) (243,726) -
Net loss and comprehensive loss (3,941,780) (1,151,323) (209,143)
Total assets 1,062,312 936,873 687,039
Total liabilities 1,552,632 1,579,422 271,537
Shareholders’ (deﬁciency) equity (490,320) (642,549) 415,502
Selected Quarterly Financial Results
Selected financial information for the previous eight quarters as follows:
Q4 2018 Q3 2018 Q2 2018 QI 2018
$ $ $ $
Operating expenses (439,165) (355,250) (133,142) (22,968)
Other expenses (92,085) (2,298,219) (84,237) (87,083)
Net loss (677,885) (2,880,209) (217,379) (110,051)
Loss per share — basic and diluted (0.10) (0.16) (0.01) (0.01)
Q4 2017 Q3 2017 Q2 2017 QI 2017
$ $ $ $
Operating expenses (197,100) (183,541) (186,749) (227,867)
Other expenses (51,971) <159,997) (86,468) (8,729)
Net loss (301,980) (343,538) (273,217) (236,590)
Loss per share — basic and diluted (0.02) (0.02) (0.02) (0.01)

Financial Results for the Three Months ended December 31, 2018

Results of Operations

During the three months ended December 31, 2018, the Company incurred total operating expenses of $439,165, as
compared to $197,100 for Q4 2017. The substantial increase in operating expenses is primarﬂy attributable to
management and consulting fees of $120,500 (Q4 2017 — $nil) incurred as a result of new management being
assembled since the completion of the RTO Transaction, professional fees of $203,534 (Q4 2017 — $184,141)
incurred from increased scope of operations, and travel and promotion expenses of $98,219 (Q4 2017 — $nil) due to
marketing efforts to promote the Company as a public company and for its projects to acquire certain Israeli and

German cannabis assets.
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During Q4 2018, finance costs, comprising interest and accretion on the convertible debentures, totaled $20,401 (Q4
2017 —$25,290). The conversion feature and the warrants component of the convertible debentures were accounted
for as derivative liabilities as their fair value is affected by changes in the fair value of the Company’s shares. The fair
value change of the derivative liabilities resulted in a gain of $23,316 (Q4 2017 — loss of $4,900), as the fair value of
the derivative liability on the Series B unsecured debentures issued on December 22, 2017 (the “Series B Debentures™)
decreased during the current quarter.

The Company also recorded an impairment loss of $213,489 (Q4 2017 — $nil) in classifying the investments in the
Sun Valley Clinics as asset held for sale. This amount is presented on the Company’s audited consolidated statements
of loss and comprehensive as loss on discontinued operations.

Net loss for the three months ended December 31, 2018 was $677,885 (loss of $0.10 per share on a basic and diluted
basis), as compared to $296,978 (loss of $0.02 per share) for Q4 2017.

Cash Flows

Net cash used in operating activities for the three months ended December 31, 2018 was $190,810, as compared to
cash flows from operating activities of $5,001 in Q4 2017. More cash was spent on operations during the current
period, as the Company focused on maintaining 1ts operating expenses for the European expansion. In contrast, the
Company was fairly inactive in the comparative period, aside from getting setup for the Iisting activities which picked

up steam toward the beginning of Fiscal 2018.

Net cash provided from financing activities for Q4 2018 was $625,322 (Q4 2017 - $568,9OI>, which comprised
$400,000 of proceeds from the issuance of unsecured convertible debentures which took place in October 2018 <Q4
2017 — convertible debentures of $612,000), and proceeds from warrant exercises of $253,135 (Q4 2017 — $nil)
during the period.

Net cash used in investing activities was $691,364 for Q4 2018 (Q4 2017 - $nil). The use of funds was primarily
attributed to advances made for the HolyCanna and CannbiSendak investments, which aligned with the Company’s
new expansion strategy focusing in Israel as a pipeline into the Eurozone.

Net cash used in discontinued operations for Q4 2018 comprised funds of 50,326 (Q4 2017 — $144,030) advanced
to the Sun Valley Clinics during the quarter.

Financial Results for the Year ended December 31, 2018

Results of Operations

To date, the Company had accounted for its investments in the Sun Valley Clinics using the Joint Venture Accounting
method. The Company did not report any operating revenue during the year ended December 31, 2018. Aura’s share
of loss from its joint venture investments for the year ended December 31, 2018 was $159,886 (2017 — loss of
$243,723). As of October I, 2018, the joint venture investments had been classified as assets held-for-sale and as a
result the Company also recorded an impairment loss of $213,489 (2017 — $nil) in classifying the investments in the
Sun Vaﬂey Clinics as held for sale. The total expense of $373,375 (2017 — $24—3,726) had been reclassified as a loss

on discontinued operations on the Company’s consolidated statements of loss and comprehensive loss.

During the year ended December 31, 2018, the Company incurred total operating expenses of $950,525, as compared
to $795,257 for the year ended December 31, 2017. The substantial increase in operating expenses 1is direcdy
correlated to the fact that the Company has been operating at a significantly higher scope of activities as a publicly-
traded company. The operating expenses incurred for 2018 reflects the higher costs of operations associated with a
public company, as well as shift in focus in the Company’s operating strategy towards Israel and the Eurozone. In
comparison, in 2017, the Company was focused on working toward obtaining a public listing and setting up the new
business and the investments in the Sun Valley Clinics. Included in the operating expenses are non-cash stock-based
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compensation of $90,078 (2017 — $80,000) from stock options granted during the period, and travel and promotion
expenses of $207,076 (2017 — $nil) incurred as a result of the need to market the Company as a public company and

for its projects to acquire certain Israeli and German cannabis assets.

During the year ended December 31, 2018, the Company recorded a one-time reverse takeover acquisition costs of
$2,142,633 (2017 — $nﬂ>, including finders’ fees valued at $226,740 (2017 — $nﬂ> rsulting from the issuance of
shares for advisory and finder fees connected to the RTO Transaction.

During the year ended December 31, 2018, finance costs, comprising interest and accretion on the convertible
debentures and loans receivable, totaled $188,037 (2017 — $74,984—). The conversion feature and the warrants
component of the convertible debentures were accounted for as derivative liabilities as their fair value is affected by
changes in the fair value of the Company’s shares. The fair value change of the derivative liabilities resulted in a loss of
$287,749 (2017 — $4,900), as the fair value of the derivative liability on the Series B Debentures increased, the fair
value of the derivative liability was eliminated on the Series A Debentures which were converted into shares during the
year, and the addition of the fair value of the derivative Iiability on the unsecured debentures closed in Q4 2018.

Net loss for the year ended December 31, 2018 was $3,885,524 (loss of $0.26 per share on a basic and diluted basis),
as compared to $1,155,337 (Ioss of $0.07) for 2017.

Cash Flows

Net cash used in operating activities for the year ended December 31, 2018 was $1,287,285, as compared to cash
flows used in operating activities of $373,551 in 2017. The highet cash used in operations in the current year 1is due
to the increased scope of operations, especially as the Company became publicly—listed, Also as various ﬁnancings took
place during the current year, the Company was able to pay oft obligations due to certain of its vendors and suppliers

in 2018, especially toward the second half of the year.

Net cash provided from financing activities for the year ended December 31, 2018 was $1,773,281, which primarily
comprised proceeds from the Concurrent Financing of $1,032,918 net of share issue costs of $80,189, proceeds from
the unsecured debentures of $400,000, and proceeds from warrant exercises of $257,465. During the comparative
period, the Company raised total funds of $865,376 through various debenture financings.

Net cash used in investing activities was $774,100 for the year ended December 31, 2018, as compared to $nil in
2017. The funds were paid as advances for the HolyCanna and CannbiSendak investments, which aligned with the

Company’s new expansion strategy focusing in Israel as a pipeline into the Eurozone. The Company had also advanced

capital contribution of $133,062 (2017 — $479,075) to the Sun Valley Clinics.

Net cash used in discontinued operations for Q4 2018 comprised funds of 133,062 (2017 — $479,075) advanced to
the Sun Valley Clinics during the year.

Working Capital and Liquidity Outlook

The Company’s objective when managing its liquidity and capital resources is to maintain sufticient liquidity to support
financial obligations when they come due, while executing operating and strategic plans. The Company manages
liquidity risk by monitoring its operating requirements and preparing budgets and cash flow forecast to identify cash
flow needs for general corporate and Working capital purposes, as well as for expansion Initiatives.

The Company currently has no regular cash flows from operations, and the level of operations is principally a function
of availability of capital resources. The primary source of funding has been through the completion of private placement
ﬁnancings of equity securities and convertible debentures. Going forward, the Company will have to continue to rely
on equity or debt financings for its working capital requirements. There is no guarantee that the Company will be able
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to successfully complete such financings, as market conditions and business performance may dictate availability and
interest.

As at December 31, 2018, the Company had total assets of $1,062,312, total liabilities of $1,552,632 and a
shareholders’ deficiency of $490,320. This compares to total assets of $936,873, total liabilities of $1,579,422 and a
shareholders’ deficiency of $642,549 as at December 31, 2017. The increase in total assets is primarily attributed to

funds raised through the Concurrent Financing and issuance of unsecured debentures.

As at December 31, 2018, the Company had current assets of $528,109 (December 31, 2017 — $550,749), including
cash of $155,117 (December 31, 2017 — $4—99,475> to settle current liabilities of $1,053,756 (December 31, 2017
— $688,603), for a working capital deficiency of $525,647 (December 31, 2017 — working capital deficiency of
$137,914).

For more information on key cash flows related to operations, investing and ﬁnancing activities during the year, refer
to the “Financial Results” discussion in the previous section.

In assessing whether sufficient funds will be on hand, Management took into consideration all relevant information
available about the future, which was at least, but not limited to, the I12-month period following December 31, 2018.

Subsequent to year-end, various financing initiatives were completed including the following:

® The Company closed a non-brokered private placement offering of 11,493,999 units at a price of $0.15 per
unit, for gross proceeds of $1,724,100 (see “Subsequent Events” for details);

® The Company closed the first tranche of its brokered private placement offering of 8,726,954 subscription
receipts at a price of $0.22 per subscription receipt, for gross proceeds of $1,919,930 (see “Subsequent Events”
for details); and

e The Company also closed the second tranche of the offering of 12,818,500 subscription receipts for gross
proceeds of $2,820,070 under the same terms as the first tranche (see “Subsequent Events” for details).

Management has been actively monitoring cash forecasts and managing performance against its forecasts. As such, it
believes there is sufficient capital in order to meet short-term business obligations, after taking into consideration cash
tlow requirements from operations and the Company’s cash position at year-end.

Capital expenditures

The Company’s major capital expenditures during the year ended December 31, 2018 mainly consisted of the
investments in or advances to HolyCanna and CannabiSendak as Aura entered the Israeli cannabis market. Moving
forward in 2019, the Cornpany’s principal capital requirements will center around the continued expansion of current
operations in Israel and Germany, and efforts will be notably focused on completing the proposed acquisition of

Pharmadrug.

Our recent financing for $7.72 million will be used to pay for the balance of our Pharmadrug acquisition for which
Aura owes a balance of EUR 3 million pursuant to the terms of the acquisition. There is sufficient capital to meet
short-term business obligations, including the beginning of HolyCanna’s greenhouse grow facility. We expect to raise
additional capital this year to fund the balance of our Israeli operations and future Working capital.

Proposed Transactions

As previously discussed, Aura is actively involved in transactions which we will again highlight here. For
CannabiSendak, management believes we are close to finalizing a definitive agreement to close the 57% interest in that
business. For Pharmadrug, management expects to finalize the final EUR 3 million payment over the coming weeks
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and close the 80% acquisition of the business. We are also in the process of selling the Sun Valley Clinics and have
negotiated terms to sell our 30% interest for USD $125,000. We also expect that transaction to close over the next
several weeks.

Related Party Transactions and Key Management Compensation
Key management includes the Company’s directors, officers and any employees with authority and responsibility for
planning, directing and controlling the activities of an entity, directly or indirectly.

KE}/ mguagement PFfSOHI]é’] compensa tion

The remuneration of directors and other members of key management personnel during the year ended December 31,

2018 and 2017 were as follows:

2018 2017

$ $

Consulting fees 112,500 228,285
Professional fees 66,050 49,040
Stock-based compensation 48,402 59,000
226,952 336,325

During the year ended December 31, 2018, Chris Carl, the former Chief Executive Officer of the Company charged
consulting fees of $15,000 (2017 — $118,500) respectively, for services provided up to the RTO Transaction. As at
December 31, 2018, $17,040 (December 31,2017 — $9l,802) owing to the former officer was included in accounts
payable and accrued liabilities.

On March I, 2018, the Company granted 50,000 stock options to Keith Li, the Chief Financial Officer (“CFO”) of
the Company. The options vested immediately on grant, and the grant date fair value of $1,813 attributable to these
options was recorded as stock-based compensation during the year ended December 31, 2018.

On August 16, 2018, the Company appointed Daniel Cohen as its new Chief Executive Officer (“CEO”), and entered
into a consulting agreement, providing for CEO services. In consideration for the services provided, the Company
agreed to pay a monthly fee of $10,000. During the year ended December 31, 2018, the Company was charged
$45,000 (2017 — $nil) for services provided by the CEO. As at December 31, 2018, $50,850 (December 31, 2017
— $nil) owing to the CEO was included in accounts payable and accrued liabilities.

On September 24, 2018, the Company granted 250,000 stock options to the CEO of the Company (see Note 13).
The options vested immediately on grant, and the grant date fair value of $46,588 attributable to these options was
recorded as stock-based compensation during the year ended December 31, 2018.

On November 19, 2018, the Company appointed Howard Brass as its Chief Operating Officer (“COO”), and entered
into a consulting agreement, providing for consulting services. In consideration for the services provided, the Cornpany
agreed to pay a monthly fee of $10,000. During the year ended December 31, 2018, the Company was charged
$30,000 (2017 — $nil) for services provided by the COO. As at December 31, 2018, $34,699 (December 31, 2017
— $nil) owing to the COO was included in accounts payable and accrued liabilities.

During the year ended December 31, 2018, the Company incurred professional fees of $66,050 (2017 — $49,040)
from Branson Corporate Services Ltd. (“Branson”), where the CFO is employed. Branson is party to a management
services agreement, for providing CFO services to the Company, as well as other accounting and administrative services.
As at December 31, 2018, $8,475 (December 31, 2017 — $13,587) owing to Branson was included in accounts
payable and accrued liabilities, and $6,356 (December 31, 2017 — $6,356) was included in shares to be issued to settle

with Branson.
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During the year ended December 31, 2018, David Posner, the Chairman of the Company, charged consulting fees of
$22,500 (2017 — $109,78S5) for services provided to the Company. As at December 31, 2018, $103,500 (December
31,2017 - $88,0ZO> owing to the Chairman was included in accounts payable and accrued liabilities.

Unit subscrzpn'on

In connection with the Concurrent Financing, the CEO subscribed for 100,000 units at a price of $0.49 per unit, In
addition, the CEQO also holds title to 250,000 units of the Company previousiy subscribed from a private placement
in 2016. The CEO also subscribed 200 units of 10% unsecured convertible debentures for the amount of $200,000.
The COO also subscribed for 100,000 Concurrent Financing units at a price of $0.49 per unit.

Capital Management

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company,
in order to support the development of its planned business activities. The Board 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. In order to carry out planned business activities and pay for administrative costs, the
Company will spend its existing working capital and raise additional funds as needed. Management reviews its capital
management approach on an ongoing basis and believes that this approach, given the relative size of the Company, is
reasonable.

The Company considers its capital to be shareholders’ equity, which is comprised of share capital, shares to be issued,
equity component of convertible debentures, reserve for share-based payments and warrants, accumulated other
comprehensive income and accumulated deficit. As at December 31, 2018, the Company’s capital consisted of a deficit

of $490,320 (December 31, 2017 — deficit of $642,549>.

The Company’s objective when managing capital is to obtain adequate levels of funding to support its business
activities, to obtain corporate and administrative functions necessary to support organizational functioning and obtain
sufficient funding to further the development of its business. The Company raises capital, as necessary, to meet its
needs and take advantage of perceived opportunities and, therefore, does not have a numeric target for its capital
structure. Funds are primarily secured through equity capital raised by way of private placements and issuance of
convertible debentures. There can be no assurance that the Company will be able to continue raising capital in this
manner.

The Company is not subject to externally imposed capital requirements.

Financial Instruments Risk
Fair value

The carrying amount of cash, other receivables, accounts payables and accrued liabilities on the audited consolidated
statements of financial position approximate fair value due to the relatively short maturity of these financial
instruments. The fair value of the derivative liability was estimated based on the assumptions disclosed in Note IT of
the audited consolidated financial statements for the year ended December 31, 2018.

Fair value hierarch 1y

The Company classifies fair value measurements using a fair value hierarchy that reflects the significance of the inputs
used in making the measurements. The fair value hierarchy has the following levels:

e Level I — Quoted prices (unadjusted) in active markets for identical assets or liabilities;
e Level 2 —Inputs other than quoted prices included in Level I that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices); and

e Level 3 —Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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As at December 31, 2018, the Company does not have any financial instruments measured at fair value after initial
recognition, except for cash included at Level I and the derivative liability which was calculated using Level 2 inputs.

Credir risk

Credit risk is the risk of loss associated with counterparty’s inability to fulfill its payment obligations. The Company’s
credit risk is primarily attributable to cash, other receivables and loans receivable, which expose the Company to credit
risk should the borrower default on maturity of the instruments. Cash is held with a reputable Canadian chartered
bank. Management believes that the credit risk concentration with respect to financial instruments included in cash
and other receivables is minimal.

Ligurdity risk
Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial obligations as
they come due. The Company’s liquidity and operating results may be adversely affected if the Company’s access to

the capital market is hindered, whether as a result of a downturn in stock market conditions generally or related to
matters specific to the Company. The Company generates cash flow primarily from its ﬁnancing activities.

As at December 31, 2018, the Company had a cash balance of $155,117 (December 31, 2017 — $499,475) to settle
current liabilities of $1,053,756 (Decernber 31, 2017 — $688,663). Although the Company does not maintain a

revolving credit faciiity, it has sufficient funds available to meet its current and foreseeable financial requirements.

Forezgn exc]zange risk

Foreign exchange risk is the risk that the Company will be subject to foreign currency fluctuations in satisfying
obligations related to its foreign activities. The Company invests into the Sun VaHey Clinics and from time to time,
other investments denominated in foreign currencies, notably in USD and Euro (“EUR”™). As the Company looks to
expand into Europe, some of the Company’s financial instruments and transactions are denominated in currencies
other than the CAD. The results of the Company’s operations are subject to currency transaction and translation risks.

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 majority of the Company’s debentures have fixed interest rates. As at December
31, 2018, the Company had no hedging agreements in place with respect to floating interest rates.

Significant Accounting Judgments and Estimates

The preparation of the Company’s consolidated financial statements in conformity with IFRS requires management
to make judgments, estimates and assumptions that affect the application of policies and reported amounts of assets,
liabilities, revenue and expenses. On an ongoing basis, management evaluates its judgments and estimates in relation to
assets, liabilities, revenue and expenses. Management uses historical experience and various other factors it believes to
be reasonable under the given circumstances as the basis for its judgments and estimates. Actual outcomes may differ
from these estimates under different assumptions and conditions. These estimates are reviewed periodically, and
adjustments are made as appropriate in the period they become known. Items for which actual results may differ
rnateriaﬂy from these estimates are described as follows:

Going concern

At each reporting period, management exercises judgment in assessing the Company’s ability to continue as a going
concern by reviewing the Company’s performance, resources and future obligations,
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Business combination

Classification of an acquisition as a business combination or an asset acquisition depends on whether the assets acquired
constitute a business, which can be a complex judgment‘ Whether an acquisition is classified as a business combination
or asset acquisition can have a significant impact on the entries made on and after acquisition. In determining the fair
value of all identifiable assets, liabilities and contingent liabilities acquired, the most significant estimates relate to
contingent consideration and intangible assets. Management exercises judgement in estimating the probability and
timing of when earn-outs are expected to be achieved which is used as the basis for estimating fair value. For any
intangible asset identified, depending on the type of intangible asset and the complexity of determining its fair value,
an independent valuation expert or management may develop the fair value, using appropriate valuation techniques,
which are generally based on a forecast of the total expected future net cash flows. The evaluations are linked closely
to the assumptions made by management regarding the future performance of these assets and any changes in the
discount rate applied.

Warrants and options

Warrants and options are initially recognized at fair value, based on the application of the Black-Scholes valuation
model. This pricing model requires management to make various assumptions and estimates which are susceptible to
uncertainty, including the expected volatility of the share price, expected forfeitures, expected dividend yield, expected
term of the warrants or options, and expected risk-free interest rate.

Derivative liabilities

The conversion feature and the warrants component of convertible debentures which contain contractual terms that
result in the potentiai adjustment in the conversion or exercise price, are accounted for as derivative liabilities as their
fair value is affected by changes in the fair value of the Cornpany’s common shares. The estimates, assumptions and
judgments made in relation to the fair value of derivative liabilities are subject to measurement uncertainty. The
conversion feature of the convertible debentures is required to be measured at fair value at each reporting period. The
valuation techniques used to determine fair value require inputs that involve assumptions and judgments such as
estimating the future volatility of the stock price, expected dividend yield, and expected term. Such judgments and
assumptions are inherently uncertain.

Income taxes

Income taxes and tax exposures recognized in the consolidated financial statements reflect management’s best estimate
of the outcome based on facts known at the reporting date. When the Company anticipates a future income tax
payment based on its estimates, it recognizes a Iiability. The difference between the expected amount and the final tax
outcome has an impact on current and deferred taxes when the Company becomes aware of this difference.

In addition, when the Company incurs losses that cannot be associated with current or past profits, it assesses the
probability of taxable profits being available in the future based on its budgeted forecasts. These forecasts are adjusted
to take account of certain non-taxable income and expenses and specific rules on the use of unused credits and tax
losses. When the forecasts indicate the sufficient future taxable income will be available to deduct the temporary
differences, a deferred tax asset is recognized for all deductible temporary differences.

Investment in associates and Joint ventures

Joint ventures are joint arrangements whereby the parties that have joint control of the arrangement have rights to the
net assets of the arrangement. Investments in associates and joint ventures are accounted for using the equity method
and are initially recognized at cost, excluding financial assets that are not in-substance common shares and inclusive of
transaction costs.

The consolidated financial statements include the Company’s share of the income and expenses and equity movement
of equity accounted investees. In accordance with IFRS, the investee’s most recent available financial statements are
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used in the application of the equity method. Where the investee’s reporting period differs from the Company’s, the
investee prepares financial information as of the same period end as the Company, unless it is impracticable to do so.
Otherwise, the Company will adjust for its share of income and expenses and equity movement based on the investee’s
most recently completed financial statements, adjusted for the effects of significant transactions. The Company does
not recognize losses exceeding the carrying value of its interest in associates or joint ventures.

Assets held for sale

Classification of a non-current asset held for sale depends on whether the criteria to be classified as held for sale is met
in accordance with IFRS. Management exercises judgement in assessing whether the carrying amount of the asset will
be recovered principally through a sale transaction rather than through continuing use, and whether the asset is available
for immediate sale in its present condition subject only to terms that are usual and customary for sales of such assets

(or disposal groups) and if the sale is highly probable.

Summary of Significant Accounting Policies
Cash

Cash in the consolidated statements of financial position comprises cash at Canadian chartered banks and funds held
in trust with the Company’s legal counsel which is available on demand.

Financial Instruments

Financial assets and financial liabilities, including derivatives, are recognized on the consolidated statements of financial
position when the Company becomes a party to the financial instrument or derivative contract.

Classification

The Company classifies its financial assets and financial liabilities in the following measurement categories: (1) those
to be measured subsequently at fair value through profit or loss (“FVTPL"); (2) those to be measured subsequently
at fair value through other comprehensive income (“FVTOCI”); and (3) those to be measured at amortized cost. The
classification of financial assets depends on the business model for managing the financial assets and the contractual
terms of the cash flows. Financial liabilities are classified as those to be measured at amortized cost unless they are
designated as those to be measured subsequently at FVTPL (irrevocable election at the time of recognition). For assets
and liabilities measured at fair value, gains and losses are either recorded in profit or loss.

The Company reclassifies financial assets when its business model for managing those assets changes. Financial
liabilities are not reclassified.
Amortized cost

This category includes financial assets that are held within a business model with the objective to hold the financial
assets in order to collect contractual cash flows that meet the solely principal and interest (“SPPI”) criterion. Financial
asset classified in this category are measured at amortized cost using the effective interest method.

Expected credit loss imparrment model

IFRS 9 — Financial Instruments ("IFRS 9") introduced a single expected credit loss (“ECL”) impairment model,
which is based on changes in credit quality since initial application. The adoption of the ECL impairment model had
no impact on the Company’s consolidated financial statements.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more than 30 days past

due. The Company considers a financial asset to be in default when the borrower is unlikely to pay its credit obligations
to the Company in full or when the financial asset is more than 90 days past due.
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The carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no realistic
prospect of recovery. This is generally the case when the Company determines that the debtor does not have assets or
sources of income that could generate sufficient cash flows to repay the amounts

FEI'I‘ VZ]UE l']ZFOlIg]I proﬁl’ or ]OSS

This category includes derivative instruments as well as quoted equity instruments which the Company has not
irrevocably elected, at initial recognition or transition, to classify at FVTOCI. This category would also include debt
instruments whose cash flow characteristics fail the SPPI criterion or are not held within a business model whose
objective is either to collect contractual cash flows, or to both collect contractual cash flows and sell. Financial assets
in this category are recorded at fair value with changes recognized n proﬁt or loss.

Financial assets at fair value through other comprehensive income

Equity instruments that are not held-for-trading can be irrevocably designated to have their change in fair value
recognized through other comprehensive income instead of through profit or loss. This election can be made on
individual instruments and is not required to be made for the entire class of instruments. Attributable transaction costs
are included in the carrying value of the instruments. Financial assets at FVTOCI are initially measured at fair value
and changes therein are recognized in other comprehensive income.

Measurement

All financial instruments are required to be measured at fair value on initial recognition, plus, in the case of a financial
asset or financial liability not at FVTPL, transaction costs that are directly attributable to the acquisition or issuance
of the financial asset or financial liabiiity. Transaction costs of financial assets and financial liabilities carried at FVTPL
are expensed n profit or loss. Financial assets and financial liabilities with embedded derivatives are considered in their
entirety when determining whether their cash flows are solely payment of principal and interest.

Financial assets that are held within a business model whose objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments of principal and interest on the principal outstanding are generally
measured at amortized cost at the end of the subsequent accounting periods. All other financial assets including equity
investments are measured at their fair values at the end of subsequent accounting periods, with any changes taken
through profit and loss or other comprehensive income (irrevocable election at the time of recognition). For financial
liabilities measured subsequently at FVTPL, changes in fair value due to credit risk are recorded in other comprehensive
income (loss).

The Company’s classification and measurements of financial assets and liabilities are summarized below:

IFRS 9
Classification Measurement
Cash FVTPL Fair value
Other receivables Amortized cost Amortized cost
Loans receivable Amortized cost Amortized cost
Accounts payable and accrued liabilities Amortized cost Amortized cost
Convertible debentures Amortized cost Amortized cost
Derivative liability FVTPL Fair value

Compound Instruments

The components of compound instruments issued by the Company are classified separately as financial liabilities and
equity in accordance with the contractual agreement. At the date of issue, the fair value of the liability component is
estimated using the market interest rate then in effect for a similar non-convertible instrument. This amount is recorded
as a liability, at amortized cost, using the effective interest rate method until its expiry at the time of conversion or
maturity of the instrument. The equity component is determined by deducting the amount of the liability component
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of the total fair value of the compound instrument. This amount is recognized in equity, net of income tax effects, and
is not subsequently remeasured. Transaction costs related to the issuance of the convertible debentures are allocated to
the Iiability and equity components in proportion to their initial carrying amounts. Transaction costs relating to the
liability component are included in the carrying amount of the liability component and are amortized over the life of
the convertible debentures using the effective interest method. Interest and accretion expense are recognized as a finance
cost in the consolidated statements of loss and comprehensive loss.

In situations where the convertible debentures contain contractual terms that result in the potential adjustment in the
conversion or exercise price, the conversion feature does not meet equity classification and is accounted for as a
derivative liability as the fair value is affected by changes in the fair value of the Cornpany’s common shares. The effect
is that the debt component will be accounted for at amortized cost, with the derivative liability being measured at fair
value with changes in value being recorded in profit or loss.

Assets Held for Sale

Certain assets are classified as held for sale, when they meet the criteria to be assets classified as held for sale in
accordance to IFRS § — Non-current Assets Held for Sale and Discontinued Operations (“IFRS 5”). A non-current
asset (or disposal group) is classitied as held for sale if its carrying amount will be recovered principally through a sale
transaction rather than through continuing use. For this to be the case, the asset (or disposal group) must be available
for immediate sale in its present condition subject only to terms that are usual and customary for sales of such assets

(or disposal groups) and its sale must be highly probable.

For the sale to be highly probable, the appropriate level of management must be committed to a plan to sell the asset
(or disposal group), and an active programme to locate a buyer and complete the plan must have been initiated. Further,
the asset (or disposal group) must be actively marketed for sale at a price that is reasonable in relation to its current
fair value. In addition, the sale should be expected to qualify for recognition as a completed sale within one year from
the date of classification, and actions required to complete the plan should indicate that it is unlikely that significant
changes to the plan will be made or that the plan will be withdrawn. The probability of shareholders’ approval (if

required in the jurisdiction) are also considered as part of the assessment of whether the sale is highly probable.
Assets classified as held for sale are measured at the lower of carrying amount and fair value less costs to sell.

Provisions

A provision is recognized when the Company has a present legal or constructive obligation as a result of a past event,
it is probable that an outflow of economic benefits will be required to settle the obligation, and the amount of the
obligation can be reliably estimated. If the effect is material, provisions are determined by discounting the expected
tuture cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where

appropriate, the risks specific to the liability.

A provision for onerous contracts is recognized when the expected benefits to be derived by the Company from a
contract are lower than the unavoidable cost of meeting its obligations under the contract.

As at December 31, 2018 and 2017, the Company had no material provisions.

Income Taxes

Income tax expense consists of current and deferred tax expense. Current and deferred tax are recognized in profit or
loss except to the extent that it relates to items recognized directly in equity or other comprehensive income.

Current income tax

Current tax is recognized and measured at the amount expected to be recovered from or payable to the taxation
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authorities based on the income tax rates enacted or substantively enacted at the end of the reporting period and
includes any adjustment to taxes payable in respect of previous years.

Deferred income tax

Deferred tax is recognized on any temporary differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable earnings.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the asset
is realized and the liability is settled. The effect of a change in the enacted or substantively enacted tax rates is
recognized in net earnings and comprehensive income or in equity depending on the item to which the adjustment
relates.

Deferred tax assets are recognized to the extent future recovery is probable. At each reporting period end, deferred tax
assets are reduced to the extent that it is no longer probable that sufficient taxable earnings will be available to allow
all or part of the asset to be recovered.

Estimates

Provisions for taxes are made using the best estimate of the amount expected to be paid based on a qualitative
assessment of all relevant factors. The Company reviews the adequacy of these provisions at the end of the reporting
period. However, it is possible that at some future date an additional Iiability could result from audits by taxing
authorities. Where the final outcome of these tax-related matters is different from the amounts that were initially
recorded, such differences will affect the tax provisions in the period in which such determination is made.

Share Capital
In situations where the Company issues units, the value of units is bifurcated and the value of warrants is included as
a separate reserve for warrants of the Company’s equity.

Share Issuance Costs

Costs incurred in connection with the issuance of share capital are netted against the proceeds received. Costs related
to the issuance of share capital and incurred prior to issuance are recorded as deferred share issuance costs and
subsequently netted against proceeds when they are received.

Share-Based Payments

The Company operates an employee stock option plan. Share-based payments to employees are measured at the fair
value of the instruments issued and amortized over the vesting periods. Share-based payments to non-employees are
measured at the fair value of goods or services received, or at the fair value of the equity instruments issued, if it is
determined the fair value of the goods or services cannot be reliably measured and are recorded at the date the goods
or services are received. The fair value of options is determined using a Black—Scholes valuation model.

The fair value of equity—settled share-based compensation transactions are recognized as an expense with a
corresponding increase in the reserve for share-based payments.

The number of options expected to vest is reviewed and adjusted at the end of each reporting period such that the
amount ultirnately recognized for services received as consideration for the equity instruments granted is based on the
number of equity instruments that eventually vest.

Loss Per Share

Basic loss per share is computed by dividing the net loss available to common shareholders by the Weighted average
number of common shares outstanding during the period. The computation of diluted loss per share assumes
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conversion, exercise or contingent issuance of options, warrants and securities only when such conversion, exercise or
issuance would have a dilutive effect on loss per share.

For the years ended December 31, 2018 and 2017, no potential convertible securities are included in the computation
as they are anti-dilutive.

Foreign Currency Translation

Monetary assets and liabilities denominated in currencies other than Canadian dollars are translated into Canadian
dollars at the rate of exchange in effect at the consolidated statements of financial position date. Non-monetary assets
and liabilities are translated at the historical rates. Revenues and expenses are translated at the transaction exchange
rate. Foreign currency gains and losses resulting from translation are reflected in net comprehensive loss for the period.

The assets and liabilities of entities with a functional currency that differs from the presentation currency are translated
to the presentation currency as follows:

e  Assets and liabilities are translated at the ciosing rate at the financial period end;

e Income and expenses are translated at average exchange rates (unless the average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case, income
and expenses are translated at the rate on the dates of the transactions);

e  Equity transactions are translated using the exchange rate at the date of the transaction; and

o All resulting exchange differences are recognized as a separate component of equity as reserve for foreign
exchange.

When a foreign operation is disposed of, the relevant amount in the reserve for foreign exchange in other
comprehensive income is transferred to profit or loss as part of the profit or loss on disposal.

On the partial disposal of a subsidiary that includes a foreign operation, the relevant proportion of such cumulative
amount is reattributed to non-controlling interest. In any other partial disposal of a foreign operation, the relevant
proportion is reclassified to profit or loss.

Foreign exchange gains or losses arising from a monetary item receivable from or payable to a foreign operation, the
settlement of which is neither planned nor likely to occur in the foreseeable future, and which in substance, is considered
to form part of the net investment in the foreign operation, are recognized in the reserve for foreign exchange.

Related Party Transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making financial and operating decisions. Parties are also
considered to be related if they are subject to common control or common significant influence. Related parties may
be individuals or corporate entities. A transaction is considered to be a related party transaction when there is a transfer
of resources or obligations between related parties.

Jomr Arrangements

A joint arrangement represents an arrangement where two or more parties hold joint control. Joint control is deemed
to exist under contractual agreement where decisions regarding relevant activities of the arrangement require the
unanimous consent of those parties sharing control.

A joint venture is a joint arrangement and represents a company or other entity in which each venturer has an interest,

holds joint control and holds rights to the net assets of the entity. Interests in joint ventures are accounted for using
the equity method of accounting.
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A joint operation is a joint arrangement and represents a company, partnership or other entity in which each venture
has an interest, holds joint control and holds rights to the assets and obligations for the liabilities of the entity. Interests
in joint operations are accounted for by recognizing the Cornpany’s share of the assets, liabilities, revenue and expenses.

Investment 1n Associates

Investments in associates are accounted for using the equity method based on the Company’s ability to exercise
significant influence over the operating and financial policies of the investee. Investments of this nature are recorded
at original cost and adjusted periodically to recognize the Company’s proportionate share of the associate’s net income
or losses after the date of investment, additional contributions made and dividends received. Investments are written
down when there has been a signiﬁcant or prolonged decline in fair value.

Adoption of New Accounting Standards
The Company adopted the following new standards, effective January I, 2018. These changes and amendments were

made in accordance with the applicable transitional provisions. On adoption of these new standards and amendments,
the Company had assessed that there was no material impact on the Company’s consolidated financial statements:

IFRS 9 — Financial Instruments

IFRS 9 was issued by the IASB in July 2014 and will replace IAS 39 — Financial Instruments: Recognition and
Measurement (“IAS 39”). IFRS 9 uses a single approach to determine whether a financial asset is measured at
amortized cost or fair value, replacing the rnultiple rules in IAS 39. The approach in IFRS 9 is based on how an entity

manages its financial instruments in the context of its business model and the contractual cash flow characteristics of
the financial assets. Most of the requirements in IAS 39 for classification and measurement of financial liabilities were
carried forward unchanged to IFRS 9. The new standard also requires a single impairment method to be used, replacing
the rnultiple impairment methods in IAS 39. A new hedge accounting model is introduced and represents a substantial
overhaul of hedge accounting which will allow entities to better reflect their risk management activities in the financial
statements. The most significant improvements apply to those that hedge non-financial risk, and so these improvements
are expected to be of particular interest to non-financial institutions. The new standard is effective for annual periods
beginning on or after January I, 2018, with earlier adoption permitted. The Company adopted this standard on January
I, 2018 and it did not have a material impact on the consolidated financial statements.

IFRS 15 — Revenue from Contracts with Customers (“IFRS 15™)

The TASB issued IFRS IS in May 2014. The new standard provides a comprehensive framework for recognition,
measurement and disclosure of revenue from contracts with customers, excluding contracts within the scope of the
standards on leases, insurance contracts and financial instruments. IFRS 1S5 is effective for annual periods beginning
on or after January I, 2018 and is to be applied retrospectively with early adoption permitted. The Company adopted
this standard on January I, 2018 and it did not have a material impact on the consolidated financial statements as the
Company is currently not generating operating revenues.

Recenr Accounting Pronouncements

At the date of authorization of these consolidated financial statements, the IASB and International Financial Reporting
Interpretations Committee have issued the following new and revised Standards and Interpretations which are effective
for annual periods beginning on or after January I, 2019:

IFRS 16 — Leases (“IFRS 16”)

IFRS 16 was issued in January 2016 and replaces IAS 17 — Leases as well as some lease related interpretations. With
certain exceptions for leases under twelve months in length or for assets of low value, IFRS 16 states that upon lease
commencement a lessee recognizes a right-of-use asset and a lease liability. The right-of-use asset is initially measured
at the amount of the liability plus any initial direct costs. After lease commencement, the lessee shall measure the right-
of-use asset at cost less accumulated amortization and accumulated impairment. A lessee shall either apply IFRS 16
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with full retrospective effect or alternatively not restate comparative information but recognize the cumulative effect
of initially applying IFRS 16 as an adjustment to opening equity at the date of initial application. IFRS 16 requires
that lessors dassify each lease as an operating lease or a finance lease. A lease is classified as a finance lease if it transfers
substantially all the risks and rewards incidental to ownership of an underlying asset. Otherwise it is an operating lease.
The Company will adopt IFRS 16 as of January I, 2019. The Company had assessed that the adoption of this new

standard will not have a material impact on the consolidated financial statements.

Oft-Balance Sheet Arrangements
As at December 31, 2018 and the date of this MD&A, the Company does not have any off-balance sheet arrangements

that have or are reasonably likely to have a current or future effect on the results of operations or financial condition

of the Company.

Subsequent Events
Private placement financings

On January 10, 2019, the Company closed a non-brokered private placement of 11,493,998 units at a price of $0.15
per unit, for gross proceeds of $1,724,100. Each unit is comprised of one (I) common share of the Company and
one-half (1 / 2) of a common share purchase warrant exercisable at $0.25 for a period of 24 months from closing. In
connection with the private placement, the Company issued 122,160 finders warrants (each a “Finder’s Warrant™) and
paid cash commissions of $18,324. Each Finder’s Warrant is exercisable into one (1) common share of the Company

at a price of $0.25 for a period of 24 months from closing.

On January 28, 2019, the Company issued promissory notes (the “Notes™) in the principal amount of $600,000,
bearing interest at 2% per month and due on March 28, 2019. The funds were lent by three (3) directors and officers
of the Company. The maturity date of the Notes was subsequently postponed until fulfillment by the Company of the

escrow release conditions of the ensuing Offering.

On February 27, 2019, the Company closed the first tranche of a “best efforts” private placement offering (the
“Oftering”) of 8,726,954 subscription receipts (the “Subscription Receipts™) at an issue price of $0.22 (the “Issue
Price™) per Subscription Receipt, for gross proceeds of $1,919,930. Upon satisfaction by the Company of certain
escrow release conditions (the “Conditions”), each Subscription Receipt will entitle the holder to receive, without any
further action on the part of the holder or payment of any additional consideration, one (1) unit of the Company
consisting of one (1) common share and one-half (1 / 2) of a warrant, with each watrant exercisable at $0.28 into one
(1) common share of the Company for a period of 24 months from the date of satisfaction of the Conditions. The
Oftering proceeds will be refunded to subscribers in the event the Conditions are not satisfied.

On April 17, 2019, the Company closed the second tranche of the Offering of 12,818,500 Subscription Receipts at
the Issue Price, for gross proceeds of $2,820,070 under the same terms as the first tranche of the Offering.

In connection with the Offering, a syndicate of agent (the “Agents™) were paid a cash commission equal to 7% of the
gross proceeds. Upon closing, the Agents also received compensation options (each, a “Compensation Option”) in a
number equal to 7% of the number of Subscription Receipts sold. A total of 2,321,928 Compensation Options were
issued, with each Compensation Option being exercisable to purchase one (I) Subscription Receipt (or its constituent
securities), at the Issue Price for a period of 24 months from the date of closing of the Offering.

S[l&l‘ (& L’XC]}HI’IgE agr eement

On April 17, 2019, the Company also entered into a share exchange agreement with FSD Pharma Inc. (“FSD”), a
licensed producer under the Cannabis Act (Canada) whereby FSD acquired 13,562,386 common shares of Aura
(“Aura Shares”) valued at $3 million issued from treasury in exchange for 13,181,019 common shares of FSD (“FSD
Shares”) issued from treasury (the “Share Exchange”) valued at $3 million. In connection to the Share Exchange,
813,743 Compensation Options were issued to the lead agent. The agreement governing the Share Exchange also
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contains adjustment provisions that depend on the price of the FSD Shares at the end of the applicable statutory hold
period.

Options, warrants and convertible debentures

Subsequent to December 31, 2018, 4,000,000 common shares of the Company were issued as a result of the

conversion of the Series B Debentures at the conversion at the conversion price of $0.15.

Subsequent to December 31, 2018, 4,125 common shares of the Company were issued as a result of the exercise of

4,125 warrants for total cash of $619. All issued shares were fully paid.
Subsequent to December 31, 2018, 20,000 warrants exercisable at $1.00 expired unexercised.

On January 17, 2019, the Company granted 200,000 options to a director at an exercise price of $0.235, expiring on
]anuary 17, 2021. The options vested immediately on grant. The Company also granted 350,000 options to a
consultant under the same terms and expiry, of which 200,000 options vested immediately on grant, while the
remaining 150,000 options vested on April 17, 2019.

On April 25,2019, 260,000 common shares of the Company were issued as a result of the exercise of 260,000 options
for total cash of $26,000. All issued shares were quy paid,

Acquisition

On January 24, 2019, the Company entered into a binding LOI to acquire 80% of Pharmadrug Production GmbH
(“Pharmadrug”), a German pharmaceutical distribution company, for EUR 5,000,000 (the “Acquisition”). The seller,
Anquor Pharmaceuticals Ug (“Anquor”), will retain a 20% interest in Pharmadrug. As per the terms of the LOI, the
Company will pay for the shares of Pharmadrug as follows:

e Anadvance of EURI,000,000 as at January 31, 2019;
e Anadvance of EURI,000,000 as at February 28, 2019; and
®  An advance of EUR3,000,000 as at May 31, 2019.

On February 27, 2019, Aura entered into a definitive share purchase agreement (the “SPA™) with Pharmadrug, which
supersedes and replaces the LOI The total purchase price for the acquisition is EUR 4,600,000. In addition, Aura
will advance EUR 400,000 to Pharmadrug as a shareholder loan to assist Pharmadrug to maintain appropriate levels
of working capital. The SPA provides that Anquor will be entitled to receive an earn-out payment of EUR 400,000
if the total revenues of the pharmaceutical tender business of Pharmadrug for the 2019 financial year are 90% or more

of the total revenues of that business segment for the 2018 financial year. The earn-out, if any, will be due and payable
to Anquor on March I, 2020.

The Company has, to date, paid EUR 2,000,000 of the total purchase price through instalments of EUR 1,000,000
on each of January 31, 2019 and February 28, 2019, which are fully refundable should the transaction not close.

Closing of the Acquisition is subject to satisfaction of customary conditions, including receipt of all required regulatory
approvals.

Disclosure of Outstanding Share Data as of April 29, 2019

Authotized Outstanding
Voting or equity Unlimited number 61,206,820 common shares
securities issued and of common shares
outstanding
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Securities convertible a) 15,179,134 warrants exercisable to acquire common
or exercisable into shares of the Company;

b) 2,540,000 outstanding stock options, of which

2,365,000 stock options are exercisable into common

yoting or equity

shares Of the Company; and

c) 21,545,454 subscription receipts exchangeable for
21,545,454 common shares and 10,772,727 warrants

on satisfaction of the Conditions.

Risk Factors

There are numerous and varied risks, known and unknown, that may prevent the Company from achieving 1ts goals.
If any of these risks occur, the Company’s business, financial condition or results of operation may be adversely affected.
In such case, the trading price of the Company’s common shares could decline, and investors could lose all or part of
their investment. In addition to those risks set out above under “US Cannabis Regulatory Overview”, the following is
a summary of other risks that could be applicable to the business of the Company:

Limited operating history in cannabis industry

The Company, with a limited operating history in the cannabis industry, is in the early-stage of development and must
be considered as a start-up company. As such, the Company 1s subject to many risks common to such enterprises,
including under—capitalization, cash shortages, limitations with respect to personnel, financial and other resources and
lack of revenue. There is no assurance that the Company will be successful in achieving a return on shareholders’
investment and the likelihood of success must be considered in light of its early stage of operations. The Company
also has no history of earnings. Because the Company has a limited operating history in an emerging area of business,
investors should consider and evaluate its operating prospects in light of the risks and uncertainties frequently
encountered by early-stage companies in rapidly evolving markets. These risks may include:

e risks that it may not have sufticient capital to achieve its growth strategy;

e risks that it may not develop its product and service offerings in a manner that enables it to be profitable and
meet its patients’ or customers’ requirements;

e risks that its growth strategy may not be successful;

e risks that fluctuations in its operating results will be significant relative to its revenues; and

e risks relating to an evolving legal and regulatory regime for cannabis that varies significantly by jurisdiction.

The Company’s future growth will depend substantially on its ability to address these and the other risks described in
this section. If it does not successfully address these risks, its business may be significantly harmed.

Immediate need for additional financing

The capital raised by the Company to date is insufficient to meet its presently anticipated working capital requirements
and capital expenditure commitments for the near future. The Company needs to raise significant additional funds
sooner to support its international growth strategy, develop new or enhanced services and products, respond to
competitive pressures, acquire or invest in complementary or competitive cannabis-related businesses or technologies,
or take advantage of unanticipated opportunities. The Company cannot be sure that additional financing will be
available on acceptable terms or at all. Furthermore, any debt financing, if available, may involve restrictive covenants,
which may limit Aura’s operating ﬂexibility with respect to business matters. As additional funds are raised through
the issuance of equity securities, the percentage ownership of existing shareholders will be reduced; such shareholders
may experience additional dilution in net book value; and such equity securities may have rights, preferences or
privileges senior to those of its existing shareholders. If adequate funds are not available on acceptable terms or at all,
the Company may be unable to develop or enhance its services and products, take advantage of future opportunities,
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repay debt obligations as they become due, or respond to competitive pressures, any of which could have a material
adverse effect on its business, prospects, financial condition, and results of operations.

Non-compliance with cannabss laws and regulations

Non-compliance with federal, provincial or state laws and regulations, or the expansion of current or enactment of
new laws or regulations, could adversely affect the Company’s business in the US, Israel, and elsewhere it operates or
invests. The activities of the Sun Valley Clinics in which the Company mnvests are subject to regulation by governmental
authorities. Achievement of the Company’s business objectives are contingent, in part, upon compliance with regulatory
requirements enacted by these governmental authorities and obtaining all regulatory approvals, where necessary, for the
carrying on of business at the Sun Valley Clinics. The Company cannot predict the time required to secure all
appropriate regulatory approvals for its business or other businesses in which the Company invests, or the extent of
testing and documentation that may be required by governmental authorities. Any delays in obtaining, or failure to
obtain regulatory approvals would significantly delay the development of markets and products and could have a
material adverse effect on the business, results of operations and financial condition of the Company.

The Company will operate its Sun Valley Clinics in the US where local state law permits such activities. However, the
distribution, possession, and consumption of cannabis remain illegal under US federal law. There is a growing
movement in the US supporting the legalization of cannabis for medical, as well as non-medical purposes. The states
of Arizona, Nevada and Florida have enacted legislation to legalize and regulate the sale and use of medical cannabis.
However, the US federal government has not enacted similar legislation and the cultivation, sale and use of cannabis
remains illegal under federal law pursuant to the FCSA. While the US federal government has stated its present policy
not to enforce federal laws relating to cannabis where the conduct at issue is legal under applicable US State law, there
can be no guarantee that it will not enforce such laws in the future. Further, there is no guarantee that US State laws
legalizing and regulating the sale and use of cannabis will not be repealed or overturned, or that local governmental
authorities will not limit the applicability of state laws within their respective jurisdictions. If the US federal
government begins to enforce federal laws relating to cannabis in states where the sale and use of cannabis is currently
legal, or if existing state laws are repealed or curtailed, the Company’s interests in the Sun Valley Clinics in such states
would be materially and adversely affected.

There can be no assurances the federal government of the US or other jurisdictions will not seek to enforce applicable
cannabis or other laws against the Company. The consequences of such enforcement would likely be materially
detrimental to the Company and the businesses in which the Company invests, and could result in the forfeiture or
seizure of all or substantially all of the Company’s assets. Further, the Company’s third-party service providers could
suspend or withdraw services as a result of non-compliance with federal, state or local laws and regulations regarding
cannabis.

It is also important to note that local and city ordinances may strictly limit and/or restrict disbursement of marijuana
in a manner that will make it extremely difficult or impossible to transact business that is necessary for the continued
operation of the marijuana industry. Most US States that permit marijuana for adult-use or medical use provide local
municipalities with the authority to prevent the establishment of medical or adult-use marijuana businesses in their
jurisdictions. If local municipalities where the Sun Valley Clinics have established facilities decide to prohibit marijuana
businesses from operating, any given Clinic could be forced to relocate operations at great cost, and that Clinic may
have to cease operations in such State entirely if alternative facilities cannot be secured.

For additional details see above under “Canadian Companies with U.S. Marijuana-Related Assets” and “US Cannabis
Regulatory Overview”.

Regulatory approvals and permits

The Company is and may be required to obtain and maintain certain permits, licenses and approvals in the jurisdictions
in which it operates. There can be no assurance that the Company will be able to obtain and/or maintain the necessary
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permits, licenses and approvals. Any regulatory authority with jurisdiction could also impose certain restrictions on the
Company’s ability to operate in the relevant jurisdiction. Any material delay or failure to receive these items, or onerous
regulatory restrictions would delay and/or inhibit the Company’s ability to conduct its business and would adversely
affect the Company’s business, financial condition and results of operations.

Marijuana regulations

The operations of the businesses in which the Company has invested, including the Sun Valley Clinics, HolyCanna
and CannabiSendak, are subject to a variety of laws, regulations and guidelines relating to the manufacture,
management, transportation, storage and disposal of marijuana, as well as laws and regulations relating to health and
safety, the conduct of operations and the protection of the environment.

Local, State and federal laws and regulations in the US governing marijuana for medicinal and adult-use purposes are
broad in scope and are subject to evolving interpretations, which could require the Company to incur substantial costs
associated with bringing the Company’s operations into compliance. In addition, violations of these laws, or allegations
of such violations, could disrupt the Company’s operations and result in a material adverse effect on its financial
performance.

The Company cannot predict the nature of any future laws, regulations, interpretations, policies or applications, nor
can it determine what effect additional governmental regulations or administrative interpretations or procedures, when
and if promulgated, could have on the operations of the Company’s investees. Changes to such laws, regulations and
guidelines due to matters beyond the control of the Company may cause adverse effects to the Company’s operations.

US Federal laws render cannabrs illegal

The business operations of the Sun Valley Clinics, in which the Company has invested, are dependent on State laws
pertaining to the marijuana industry. Continued development of the marijuana industry is dependent upon continued
legislative authorization of marijuana at the State level. Any number of factors could slow or halt progress in this area.
Further, progress, while encouraging, is not assured. While there may be ample public support for legislative action,
numerous factors impact the legislative process. Any one of these factors could slow or halt legal manufacturer and
sale of marijuana, which would negatively impact the business of Sun Valley Clinics. Also refer to the risk factor “Non-
compliance with laws and regulations”, and to “US Cannabis Regulatory Overview — US Federal Law” further above.

Violations of any US federal laws and regulations could result in significant fines, penalties, administrative sanctions,
convictions or settlements arising from civil proceedings conducted by either the US 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 Sun Valley Clinics, and as a result on the Company,
including their reputation and ability to conduct business, their financial position, operating results, profitability or
liquidity. In addition, it is difficult for the Company to estimate the time or resources that would be needed for the
investigation of any such matters or its final resolution 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.

Israeli cannabis export framework not yet in place

The government of Israel passed the law allowing the export of medical cannabis on January 27, 2019. That being
said, the framework has yet to be introduced and the process may take some time. As such, it is unclear when exports
will begin to happen and which companies will have the right to do so. If HolyCanna succeeds in growing cannabis at
a mass scale and subsequently cannot export the cannabis it eventually will produce, it may be materially adversely
affected by factors such as over-supply in the domestic Israeli market, competitive pressures on prices, and inability to
secure enough domestic buyers for its cannabis. Any of these factors or others could have a material adverse impact on
the Company’s investments in HolyCanna and/or CannabiSendak.
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Pharmadrug

Management highlights several possible risks to the acquisition of the 80% interest in the Pharmadrug business. To
begin, Germany Is a country to which management has not operated in before. While the Company has sufficient
resources on the ground and management will spend adequate time on site to help grow the business, Pharmadrug is
located on a different continent. In addition, the Company is in the early stages of the medical cannabis industry in
Germany. There are other associated risks such as a lack of demand, changes to the regulatory environment, competitive
factors, the ability for Pharmadrug to import product into the country, the eventual production of medical cannabis
domestically, amongst others.

Risks associated with mcreasing competition

The marijuana industry 1s highly competitive, The Company will compete with numerous other businesses in the
medicinal and adult-use industry, many of which possess greater financial and marketing resources and other resources
than the Company. The marijuana business is affected by changes in consumer tastes and discretionary spending
patterns, national and regional economic conditions, demographic trends, local competitive factors, cost and avaiiability
of raw material and labour, and governmental regulations. Any change in these factors could materially and adversely
affect the Company’s operations.

The Company expects to face additional competition from new entrants. If the number of legal users of marijuana
increases in the US, Israel and/or other jurisdictions where the Company currently operates or plans to operate, the
demand for cannabis-related products will increase and the Company expects that competition will become more
intense, as current and future competitors begin to offer an increasing number of diversified products. To remain
competitive, the Company will require a continued high level of investment in acquisitions and investments, research
and development, and marketing. The Company may not have sufficient resources to maintain such activities on a
competitive basis which could adversely affect the business, financial condition and results of operations the Company.

US tax 1ssues

US federal prohibitions on the sale of marijuana may result in the Sun Valley Clinics not being able to deduct certain
costs from their revenue for US federal taxation purposes if the Internal Revenue Service (“IRS™) determines that
revenue sources of any Clinic are generated from activities which are not permitted under US federal law. Section 280E
of the Internal Revenue Code of 1986 prohibits businesses from deducting certain expenses associated with trafficking
controlled substances (within the meaning of Schedule I and II of the FCSA). The IRS has invoked Section 280E in
tax audits against various cannabis businesses in the US that are permitted under applicable state laws. Although the
IRS issued a clarification allowing the deduction of certain expenses, the scope of such items is interpreted very
narrowly, and the bulk of operating costs and general administrative costs are not permitted to be deducted. While
there are currently several pending cases before various administrative and federal courts challenging these restrictions,
there is no guarantee that these courts will issue an interpretation of Section 280E favorable to cannabis businesses.

Re]/ance on management

The success of the Company is dependent on the performance of its senior management. The loss of services of these
persons would have a material adverse effect on the Company’s business and prospects in the short-term. There is no
assurance the Company can maintain the services of its officers or other qualified personnel required to operate its
business, nor that the Company can successfully recruit qualified replacements if necessary.

Uninsurable risks

It is not always possible for the Company to fully insure against its business and other risks, and the Company may
decide not to take out insurance against such risks as a result of high premiums or other reasons. Should such liabilities
arise, they could reduce or eliminate any future profitability and result in increasing costs and a decline in the value of
the securities of the Company. The Company does not currently have any insurance policies in place, and any liabilities
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that may arise as a result any of the risks set out in this MD&A may cause a material adverse effect on the financial
condition of the Company.

Other martjuana-related risks

The Company, through its investments in the Sun Valley Clinics, HolyCanna, and CannabiSendak, may be indirectly

eXposed to a wide variety of cannabis-related risks, including without limitation:

e threats posed by illegal drug dealers, seeking to compete with legal marijuana businesses; and

e potential imposition of rules and regulations by the US Food and Drug Administration or any Israeli regulatory
authority relating to cannabis manufacturing, cultivation, distribution, and other related business activities.

Violarile global financial market and economic conditions

Current global financial market and economic conditions remain volatile, which may impact the Company’s ability to
obtain financing in the future on favourable terms or at all. Additionally, uncertainty over global economic conditions
may cause a long—terrn decrease in financial and real asset values. If such Volatility and market turmoil continue, the
Company’s operations and financial condition could be adversely impacted.

Securities markets are subject toa high level of price and volume Volatility, and the market prices of securities of many
cornpanies have experienced substantial Volatility in the past. Continued Volatility, whether or not related to Aura’s
business performance and financial results, may affect the ability of holders of Aura’s securities to sell their securities
at an advantageous price. The market price of Aura’s securities may decline even if Aura’s underlying asset values or
growth prospects have not changed. There can be no assurance that continuing fluctuations in price and volume will
not occur, and the trading price of the Company’s common shares and the market value of its convertible debentures
and warrants may be materially adversely affected.

Management of growth

Due to its early stage of development, Aura may be subject to growth-related risks including capacity constraints and
pressure on its internal systems and controls. The ability of the Company to manage growth effectively will require it
to continue to implement and improve its operational and financial systems and to expand, train and manage its
personnel base. The inability of the Company to deal with this growth may have an adverse effect on the Company’s
business, financial condition, results of operations and prospects.

No dividends
The Company has no earnings or dividend record and does not anticipate paying any dividends on the Company’s
shares in the foreseeable future.

Forergn currency excflange rates

Exchange rate fluctuations may adversely affect the Company’s financial position and results. It is anticipated that a
significant portion of the Company’s business will be conducted in USD and/or EUR. The Company’s financial
results are reported in Canadian Dollars and costs are incurred prirnarily in USD in its PACs. The depreciation of the
Canadian Dollar against the USD could increase the actual capital and operating costs of the Sun Valley Clinics and
materially adversely affect the results presented in the Company’s consolidated financial statements.

Limited market for securities

There can be no assurance that an active and liquid market for the Company’s common shares, warrants and/or
convertible debentures will develop or be maintained, and an investor may find it difficult to resell such securities.
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The market price of securities s volatile and may not accurately reflect the long-term value of the Company

Securities markets have a high level of price and volume volatility, and the market price of securities of many companies
- including Aura — has experienced substantial Volatility in the past. This Volatility may affect the ability of holders of
common shares to sell their securities at an advantageous price. Market price fluctuations in the common shares may
be due to the Company’s operating ore financial results failing to meet expectations of investors in any period, adverse
changes n general market conditions or economic trends, acquisitions, dispositions or other material public
announcements by the Company or its competitors, along with a variety of additional factors. These broad market
fluctuations may adversely affect the market price of Aura’s common shares.

Financial markets historically at times experienced signiﬁcant price and volume fluctuations that have particularly
affected the market prices of equity securities of companies and that have often been unrelated to the operating
performance, underlying asset values or prospects of such companies. Accordingly, the market price of Aura’s shares
may decline even if the Company’s business performance, underlying asset values or prospects have not changed.
Additionally, these factors, as well as other related factors, may cause prolonged decreases in investment values which
may result in impairment losses. There can be no assurance that continuing fluctuations in price and volume will not
occur. If such increased levels of volatility and market turmoil continue, the Company’s operations could be adversely
impacted and the trading price of the shares may be materially adversely affected.

Ability to access public and private capital

The Company has historically, and continues to have, access to both public and private capital in Canada in order to
support its continuing operations. Since the Company started making investments in the Sun Valley Clinics, it has
completed private placement financings, including the December 2016 private placement offering which raised
$655,000 of capital, and the Concurrent Financing which raised $1.12 million, in addition to a number of financing
initiatives completed subsequent to the 2018 year-end. Although the Company has accessed private financing in the
past, there is neither a broad nor deep pool of institutional capital that is available to cannabis license holders and
license applicants, given that marijuana is illegal under US federal law. There can be no assurance that additional
financing, if raised privately, will be available to the Company when needed or on terms which are acceptable. The
Company has never needed to access public equity capital in the US.

The Company may be vulnerable to unfavorable publicity or consumer perception regarding cannabis

The Company believes the cannabis industry is highly dependent upon consumer perception regarding the safety,
efticacy and quality of the cannabis produced. Consumer perception can be significantly influenced by scientific
research or findings, regulatory investigations, litigation, media attention, social media, and other publicity regarding
the consumption of cannabis products. There can be no assurance that future scientific research, findings, regulatory
proceedings, litigation, media attention, social media, or other publicity will be favorable to the cannabis market or any
particular product, or consistent with earlier publicity. Future industry coverage perceived as less favorable than, or
that questions, earlier research or publicity could adversely affect the demand for cannabis and thus the prospects for
those businesses in which the Company has invested.

Further, adverse publicity reports or other media attention regarding the safety, efficacy and quality of cannabis in
general, or associating the consumption of cannabis with illness or other negative effects or events, could have a material
adverse effect. Such adverse publicity reports or other media attention could hinder market growth and consumer
adoption due to inconsistent public opinion and perception of the medical-use and adult-use cannabis industry. Public
opinion and support for medical and adult-use cannabis has traditionally been inconsistent and varies from jurisdiction
to jurisdiction. While public support appears to be rising for legalizing medical and adult-use cannabis, it remains a
controversial issue subject to differing opinions surrounding the level of legalization (for example, medical cannabis as
opposed to legalization in general).
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Disclosure of Internal Controls over Financial Reporting

Management has established processes to provide them sufticient knowledge to support representations that they have
exercised reasonable diligence that (1) the audited consolidated financial statements do not contain any untrue statement
of material fact or omit to state a material fact required to be stated or that is necessary to make a statement not
misleading in light of the circumstances under which it is made, as of the date of and for the periods presented by the
audited consolidated financial statements; and (ii) the audited consolidated financial statements fairly present in all
material respects the financial condition, results of operations and cash flows of the Company, as of the date of and
for the periods presented.

In contrast to non-venture issuers this MD&A does not include representations relating to the establishment and
maintenance of disclosure controls and procedures (“DC&P”) and internal control over financial reporting (“ICFR”).
In particular, management is not making any representations relating to the establishment and maintenance of: controls
and procedures designed to provide reasonable assurance that information required to be disclosed by the Company
in its filings or other reports or submitted under securities legislation is recorded, processed, summarized and reported
within the time periods specified in securities legislation; and a process to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
IFRS. Investors should be aware that inherent limitations on the ability of management of the Company to design and
implement on a cost-effective basis DC&P and ICFR may result in additional risks to the quality, reliability,
transparency and timeliness of filings and other reports provided under securities legislation.

Cautionary Note Regarding Forward-Looking Statements

This MD&A includes “forward-looking statements”, within the meaning of applicable securities legislation, which are
based on the opinions and estimates of management and are subject to a variety of risks and uncertainties and other
factors that could cause actual events or results to differ materially from those projected in the forward-looking
statements. Forward-looking statements are often identified by the use of words such as “seek”, “anticipate”, “budget”,
“plan”, “continue”, “estimate”, “expect”, “forecast”, “may”, “will”, “project”, “predict”, “potential”, “targeting”,
“intend”, “could”, “might”, “should”, “believe” and similar words suggesting future outcomes or statements regarding
an outlook. Forward-looking statements herein include those relating to, without limitation: Aura’s international
expansion strategy and plans, including objectives and timing relating to those countries and entities in which it has
invested; the economics and timing of Aura’s current and proposed cannabis manufacturing, processing, and
distribution activities; the Acquisition and timing of closing same; divestiture of the Sun Valley Clinics; and Aura’s
financing plans and needs. Such statements are based on numerous assumptions believed by management to be
reasonable in the circumstances, including among others that the Company will succeed with its international expansion
plans in Germany and Israel, and that the Company will succeed in financing and executing its proposed business

objectives at each of HolyCanna, CannabiSendak, and Pharmadrug.

The risks and uncertainties that could affect such forward-looking statements include, but are not limited to, those set
out in this MD&A under “Risk Factors” and “US Cannabis Regulatory Overview” as well as: rapidly changing legal
and regulatory environment affecting the cannabis industry in the US, Israel, Germany, the broader Eurozone, and
other jurisdictions globally; inability to identify and complete future strategic investments and acquisitions on
favourable terms or at all; operating internationally and/or in emerging markets; and agricultural risks. Due to the
risks, uncertainties and assumptions inherent in forward—looking statements, prospective investors in securities of the
Company should not place undue reliance on these forward-looking statements.

Readers are cautioned that the foregoing lists of risks, uncertainties and other factors are not exhaustive. The forward-
looking statements contained in this MD&A are made as of the date hereof and the Company undertakes no obligation
to update publicly or revise any such statements, whether as a result of new information, future events or otherwise,
except in accordance with applicable securities laws. The forward-looking statements herein are expressly qualified by
this cautionary statement.
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Management’s Responsibility for Financial Information

Management is responsible for all information contained in this MD&A. The audited consolidated financial statements
have been prepared in accordance with IFRS and include amounts based on management’s informed judgments and
estimates. The financial and operating information included in this MD&A is consistent with that contained in the
audited consolidated financial statements in all material aspects.

The Audit Committee has reviewed the audited consolidated financial statements and this MD&A with management

of Aura. The Board has approved the audited consolidated financial statements and this MD&A on the
recommendation of the Audit Committee.

April 29, 2019

Daniel Cohen
Chief Executive Officer
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