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Producer's annual line review, there will be the opportunity to negotiate the Purchase Price
charged to AGLC.

The Purchase Price of Goods set out in Schedule “A” is the maximum Purchase Price during the
Contract. AGLC may agree to increase the Purchase Price of Goods during the Contract in certain
limited circumstances during AGLC’s annual line review following a cost justification process.
Any consent to increase the Purchase Price must be given, in writing, by AGLC.

If the Licensed Producer offers to any third party the same Goods in similar quantities and
circumstances, at a lower Purchase Price (excluding taxes) than the Purchase Price (excluding
taxes) as calculated from Schedule "A", the Purchase Price (excluding taxes) to AGLC for such
Goods must then be lowered by the Licensed Producer to this lower Purchase Price (excluding
taxes) for all Goods ordered after the offer to the third party. The Licensed Producer will also
adjust any open purchase orders to the new price, and credit AGLC the difference in price for
all Goods remaining in the AGLC supply chain. AGLC at its sole discretion may choose to invoice
the Licensed Producer and request payment for any credits owed, or deduct from the next
payment.

If the Licensed Producer elects to decrease the Purchase Price of the Goods due to promotional
prices or otherwise, the Licensed Producer must:

a) send AGLC written notification of all Purchase Price decreases, and their effective and
expiry dates, within five (5) Business Days’ of the Licensed Producer's announcement
date; and

b) supply the Goods to AGLC, at the decreased Purchase Prices, beginning on the
effective date of the Licensed Producer's announcement. In the circumstance where
AGLC has already purchased the Goods, the AGLC at its sole discretion may invoice the
Licensed Producer for the difference between the Purchase Price and the promotional
price for all Goods remaining in the AGLC supply chain and request payment, or
deduct from the next payment. All open purchase orders will also be adjusted to the
new price.

The Licensed Producer must provide AGLC with thirty (30) Business Days’ advance notice, in

writing, of any Goods that are discontinued and, if applicable, the replacement Goods, Including
the associated prices and effective dates.

The Licensed Producer will be charged the following fees which will be deducted from AGLC's
payment tothe Licensed Producer:

a) Listing Fee: $1,500 per SKU;

b) Public Education Fund Fee: 2% of gross shipment amount; and

c) Salvage/Damage: 2% of gross shipment amount.

Salvage/Damage fees are charged to Licensed Producers on every order to cover the cost of
damaged orders.

In the event that any Goods offered by the Licensed Producer are or become subject to any
additional fees, such as beverage container recycling program deposit or recycling fees, or
Alberta’s Electronics Recycling Program for environmental handling fees or advance disposal
surcharges, the Licensed Producer will apply the applicable fees to its invoice. Fees for product
registration with industry associations, boards or programs are the responsibility of the
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L. RETURNS
L1 Goods sold to AGLC may be returned to the Licensed Producer for any reason including if the

M.

Goods remain unsold, are deemed unsatisfactory, or have a remaining shelf life of six (6)
months, or half (1/2) of the remaining shelf life of the Goods, whichever is more. Inventory at
the warehouse will be managed on a first in first out basis, and any products that are returned
to Licensed Producers will not have previously been removed from the warehouse. The Licensed
Producer will be responsible for all costs including but not limited to the Purchase Price of the
Goods and the cost of the expenses incurred by AGLC related to the return,

L2 Goods returned to the Licensed Producer will be reimbursed at the Purchase Price to AGLC.
RECALLS
M.1  The parties will promptly comply with any recalls of the Goods issued by either the Licensed

Producer or any applicable governmental authority. Unless a product recall is caused by any act
or omission of AGLC, the Licensed Producer will be responsible for all commercially reasonable
costs associated with Goods that are subject to product recall including but not limited to the
cost of the Goods and expenses incurred by AGLC related to the recall. The Licensed Producer
must notify AGLC, in writing, as soon as Health Canada is informed of a voluntary recall initiated
by the Licensed Producer.

FEDERAL LICENCE REQUIREMENT

N.1

Throughout the Term the Licensed Producer must be validly licensed to produce and sell
cannabis under the Cannabis Act (SC 2018, c.16). Any suspension or cancellation of the license
must be reported immediately to AGLC, no further Orders will be requested, and any
outstanding Orders will be cancelled without penalty to AGLC.

REGISTERED REPRESENTATIVE

0.1

0.2

03

As set out in the Gaming, Liquor and Cannabis Regulation, as amended from time to time, the
Licensed Producer is required to have a registered cannabis representative to represent its
cannabis in Alberta (“Cannabis Representative”). For the purposes of this Contract the Licensed
Producer must be the Cannabis Representative and at all times during the Term the Licensed
Producer will be a Cannabis Representative in good standing with AGLC.

AGLC must be notified, in writing, of any corporate structure changes that may impact the
Cannabis Representative Registration. This includes, but is not limited to, change in Licensed
Producer Ownership, Directors, and/or Shareholders.

If the Cannabis Representative has its registration suspended or cancelled during the Term, no
further Orders will be made and any outstanding Orders will be cancelled without penalty to
AGLC.

DUE DILIGENCE

P.1

P2

For the purposes of determining suitability as a supplier of the Goods in Alberta, AGLC reserves
the right to conduct its full or a partial due diligence process on the Licensed Producer at any
time during the course of this Contract. The Licensed Producer will be responsible for any costs
associated with this process.

For the purposes of determining suitability as a supplier of the Goods in Alberta, AGLC reserves
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the right to conduct audits and/or visits of the manufacturing facility, co-manufacturers and co-
packers. AGLC reserves the right to request supporting documentation from any of the above
listed, such as, but not limited to, recall standard operating procedure, food safety plans and
shelf life studies.

Q. PROHIBITED RELATIONSHIPS

Q.1

In accordance with the Gaming, Liquor and Cannabis Regulation, as amended from time to time,
the Licensed Producer, the Licensed Producer's employees, subcontractors and agents and its
Cannabis Representative are prohibited from directly or indirectly offering or providing
anything of value to licensed cannabis retailers in Alberta.

R. PROMOTIONS

R.1  The Licensed Producer will comply with all legislative requirements with respect to promotion
and advertising of Goods.
S. AUDIT
S.1  AGLC may, during regular business hours, conduct an audit of the Licensed Producer’s financial

records and production facilities for the purposes of ensuring compliance with this Contract.
For audits of financial records, AGLC will provide the Licensed Producer with thirty (30) days’
advance written notice. For publicly traded companies, AGLC may use the public financial
records or AGLC may also request additional information and reports. For audits of production
facilities, Licensed Producers will be given forty-eight (48) hours’ advance written notice. All
audit personnel must comply with Licensed Producer’s access and site safety policies as a
precondition of access. AGLC may also request additional information and reports, which may
include, but is not limited to; recall procedures, copies of audit reports and Certificates of
Analysis.

T. CONFIDENTIALITY, SECURITY OF INFORMATION AND INFORMATION SHARING

TA

T2

T3

The parties, their employees, subcontractors and agents must:

a) subject to legislative requirements, keep strictly confidential all information
concerning the other party, or any of the business or activities of the other party
acquired as a result of participation in this Contract;

b) only use, copy or disclose such information as necessary for the performance of this
Contract or upon written authorization of the other party; and

c) maintain security standards, including control of access to data and other information,
consistent with the highest standards of business practice in the industry.

The Licensed Producer and AGLC will adhere to the Information Sharing requirements as
outlined in Schedule “C”

The Licensed Producer is aware that AGLC’s third party warehouse operator may offer, and the
Licensed Producer may choose to accept, certain value added services. The License Producer
agrees that AGLC may review any and all invoices issued by the third party warehouse operator
to the Licensed Producer for any value added services provided.

U. BUSINESS REVIEWS AND PERFORMANCE MANAGEMENT
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U1

uz2

U3

U4

us

Us

The Licensed Producer and AGLC will agree to conduct business reviews in accordance with the
criteria and frequency outlined in Schedule “D”, unless otherwise agreed upon by both parties.

AGLC and the Licensed Producer will use performance measures to evaluate the Licensed
Producer’s performance of its obligations under this Contract. Performance measures are set
forth in Schedule “E”.

The performance measures reflect the parties’ joint understanding as to the standards to be
met by the Licensed Producer. AGLC will use reasonable commercial efforts to support the
Licensed Producer in achieving these measures.

The Licensed Producer must provide AGLC upon request a written report prior to business
reviews that will include the Licensed Producer’s performance against performance measures
set forth in the Contract, action plans to address deficiencies in performance, and suggested
opportunities for added value.

Performance measures may be modified and updated at any time during the term of the
Contract upon mutual agreement in writing by both parties.

The Licensed Producer understands and warrants that it can be suspended and/or debarred for:
(a) a recurring failure to meet Contract obligations, including at the defined required level of
performance, or (b) a violation of criminal law involving fraud or bribery.

V. RETAILER ACTIVITY

V.1

V2

The Licensed Producer agrees to conduct any activity within licensed cannabis retail locations
in compliance with the AGLC Cannabis Representative Handbook. This includes, but is not
limited to, ensuring all employees, subcontractors, and agents acting on behalf of the Licensed
Producer have obtained their Qualified Cannabis Worker certification. ‘

The Licensed Producer will support Alberta’s retail licensees in accordance with the criteria
outlined in Schedule “F”.

W. RESPONSIBILITY AND LIABILITY

W.1

W.2

Each party will indemnify and hold harmless the other, its employees, and agents against and
from any and all third party claims, demands, actions, or costs {including legal costs on a
solicitor-client basis) to the extent arising from:

a) that party’s breach of this Contract, or

b) the negligence, other tortious act or willful misconduct of that party, or those for
whom it is legally responsible, in relation to the performance of its obligations under
this Contract.

The Licensed Producer will indemnify and hold harmless AGLC against and from any loss or
damage to the real or personal property of AGLC to the extent arising from the Licensed
Producer’s breach of this Contract or from the negligence, other tortious act or willful
misconduct of the Licensed Producer, or those for whom it is legally responsible.

X. INSURANCE

X1

During the Term of the Contract the Licensed Producer must:

a) atits own expense and without limiting its liabilities in this Contract, insure its
operations under a contract of General Liability Insurance, in accordance with the
Alberta Insurance Act, in an amount no lessthan $10,000,000 inclusive per occurrence
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Schedule “B”

VOLUMES

AGLC is not seeking a specific volume commitment. AGLC will issue purchase orders for Goods as
required.
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Schedule “C”

INFORMATION SHARING

The Licensed Producer commits to sharing with AGLC the following information:

e In depth market research results (if available) - including market insights, focus group results,
sales trends, consumer demographic, and forward looking trends. This information should be
provided on a national scope as well as specific to the Alberta market (and USA data where
applicable) '

e AGLC's purchases by SKU by month

e Rolling six (6) month product availability forecast (by SKU}, to be updated monthly

e Comprehensive retailer/consumer feedback as gathered by the Licensed Producer’s field team

AGLC commits to sharing with the Licensed Producer the following information:

e Weekly sales by SKU by channel

e Market share information related to the Licensed Producer’s own portfolio

e In depth performance analysis based on several performance measures and outlined in AGLC's
Vendor Performance Management Scorecard

e Rolling six (6) month demand forecast (by SKU), to be updated monthly

e Comprehensive retailer/consumer feedback as gathered by AGLC’s Retail Account Management
Team
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Schedule “D”

BUSINESS REVIEW

The Licensed Producer and AGLC will conduct Business Reviews as follows:

Frequency Attendees Actions

Mid-year business review, including
performance to date and strategic business
alignment. Vendor Scorecard will be reviewed
as well.

Semi-Annually Merchandising Team
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Schedule “E”

PERFORMANCE MEASURES

Licensed Producer (LP)
maintains a collaborative,
engaging, transparent

Retail Licensees.

=
22 KPI1-AGLC SEMI
= _— - -
es SUDbOTt relationship with AGLC. LPis ANNUALLY 4 MERCHANDISING
o9 PP easy to do business with, and
e solves issue promptly and
collaboratively.
LP's Goods meet acceptable
quality standards
LP's packaging meets
compliance standards
ol outlined in Schedule B/
o .
© KPI 2 - Health Canada regulations SEMI- #1 (0,
% Quality # of non-compliant products | ANNUALLY 100% | MERCHANDISING
“5 against specification
a purchased (i.e.
g CBD/THC/micro/pesticide
= levels). LP follows AGLC recall
g protocol if applicable.
S -
KPI 3 - PO LP follows_ deh\'/ery protocol
delivery and and complies with all product SEMI- *30
logistics and packaglng rfequwements ANNUALLY | DAYS MERCHANDISING
compliance as outlined in the LP
P Operational Manual.
KP1 4 - LP provides innovative/new
Innovation & | ideas and products that add SEMI-
3]
‘—ﬁ Value value to the customer ANNUALLY 4 MERCHANDISING
Z Improvement experience.
o]
(]
® ., | LP provides sufficient support
5 KP1 5 - Retail . , SEMI-
& Support and education to Alberta’s ANNUALLY 4 MERCHANDISING
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KPI 6 - Social | LP operates socially, ethically, SEMI-
Responsibility | environmentally responsibly. | ANNUALLY 4 MERCHANDISING

KP17 - Pricing | LPis proactive in addressing

©

- Strategy & | market price fluctuations and SEMI-

S 3 gy price fluctuations an

e s Price follows AGLC price protection | ANNUALLY 4 MERCHANDISING
* Changes protocol
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Schedule “F”

RETAIL ACTIVITY

The Licensed Producer commits to the following:
e Having a customer service individual available for Alberta’s Retail Licensees to contact (can be
remote).
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