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PRELIMINARY PROSPECTUS

Initial Public Offering by way of Distribution as a Return of Capital June 18, 2018

AUSTRALIS CAPITAL INC.

Distribution by Aurora Cannabis Inc. of Units of the Company as a Return of Capital

Aurora Cannabis Inc. (“Aurora”) is distributing to holders of its common shares (“Aurora Shares”), as a return of
capital (the “Distribution”), units (“Units”) of its subsidiary, Australis Capital Inc. (the “Company”). Each Unit
will consist of one common share in the capital of the Company (a “Unit Share”) and one common share purchase
warrant (a “Warrant”). Each Warrant will entitle the holder thereof to acquire, subject to adjustment in certain
circumstances, one common share of the Company (a “Warrant Share”) at an exercise price of $0.25 per Warrant
Share on or prior to 4:00 p.m. (Eastern Time) on the date that is one year from the date of the Distribution. The
Warrants will be issued under a warrant indenture to be entered into with Computershare Trust Company of Canada
(the “Warrant Indenture”).

The Distribution will be paid on the basis of one Unit for every twenty Aurora Shares which are outstanding on the
record date to be fixed by the board of directors of Aurora (the “Record Date”). The number of Units to be
distributed to an Aurora shareholder will be rounded down to the nearest whole number of Units. As of June 18,
2018, there were 565,792,185 Aurora Shares issued and outstanding.

Neither Aurora nor the Company will receive any proceeds as a result of the distribution of the Units. This
prospectus qualifies the distribution of the Units forming the Distribution.

Notice to Aurora Shareholders

Holders of Aurora Shares are not required to pay for the Units to be received by them by way of the Distribution, or
tender or surrender their Aurora Shares or take any other action in connection with the Distribution, other than
providing a declaration of residency. If a shareholder fails to provide a declaration of Canadian residency, the
shareholder will be deemed to be a Non-Resident (as defined herein), or if the broker through which a shareholder
holds its Aurora Shares fails to provide a declaration of Canadian residency on behalf of the shareholder, the
shareholder may be deemed to be a Non-Resident (see “Notice Regarding Declaration of Residency”). All registered
shareholders are urged to provide the necessary residency declaration and all shareholders who hold their shares
through a brokerage or other account are urged to contact their brokers to ensure the brokers provide the necessary
residency declaration, where available.

There is no market through which the common shares of the Company (the “Shares”) or the Warrants may
be sold and holders may not be able to resell securities purchased under this Prospectus. This may affect the




pricing of the Shares and Warrants in the secondary market, the transparency and availability of trading
prices, the liquidity of the Shares and Warrants, and the extent of issuer regulation. See “Risk Factors”.

As at the date of this Prospectus, the Company does not have any of its securities listed or quoted, has not applied to
list or quote any of its securities, and does not intend to apply to list or quote any of its securities, on the Toronto
Stock Exchange, Aequitas NEO Exchange Inc., a U.S. marketplace, or a marketplace outside Canada and the United
States of America (other than the Alternative Investment Market of the London Stock Exchange or the PLUS
markets operated by PLUS Markets Group plc).

The Company has applied to the Canadian Securities Exchange (the “CSE”) for the listing of the Shares and the
Warrants. The CSE has not approved the listing of the Shares or the Warrants. Listing is subject to the Company
fulfilling all the requirements of the CSE, including meeting all minimum listing requirements. There is no
guarantee that the CSE will provide approval for the listing of the Shares or the Warrants. Neither the Shares or the
Warrants have been listed or quoted on any stock exchange or market.

This Prospectus qualifies the distribution of securities of an entity that is expected to indirectly derive a
portion of its revenues from the cannabis industry in certain states of the United States, which industry is
illegal under United States federal law. The Company may become indirectly involved (through its
investments) in the cannabis industry in the United States where local state laws permits such activities.
Currently, the Company is not directly engaged in the manufacture, importation, possession, use, sale or
distribution of cannabis in the recreational cannabis marketplace in either Canada or the United Sates, nor is
the Company directly engaged in the manufacture, importation, possession, use, sale or distribution of
cannabis in the medical cannabis marketplace in the United States. See “General Development and Business
of the Company — United States Cannabis-Related Assets”.

Almost half of the states in the United States have enacted legislation to regulate the sale and use of medical
cannabis without limits on tetrahydrocannabinol (““THC”), while other states have regulated the sale and use
of medical cannabis with strict limits on the levels of THC. Notwithstanding the permissive regulatory
environment of medical cannabis at the state level, cannabis continues to be categorized as a controlled
substance under the Controlled Substances Act (the “CSA”) in the United States and as such, cannabis-related
practices or activities, including without limitation, the manufacture, importation, possession, use or
distribution of cannabis are illegal under United States federal law. Strict compliance with state laws with
respect to cannabis will neither absolve the Company of liability under United States federal law, nor will it
provide a defense to any federal proceeding which may be brought against the Company. Any such
proceedings brought against the Company may adversely affect the Company’s operations and financial
performance.

As a result of the conflicting views between state legislatures and the federal government of the United States
regarding cannabis, investments in cannabis businesses in the United States are subject to inconsistent
legislation and regulation. Unless and until the United States Congress amends the CSA with respect to
cannabis (and as to the timing or scope of any such potential amendments there can be no assurance), there is
a risk that federal authorities may enforce current federal law, which may adversely affect the current and
future investments of the Company in the United States. As such, there are a number of risks associated with
the Company’s existing and future investments in the United States.

For the reasons set forth above, the Company’s existing and proposed interests in the United States cannabis
market may become the subject of heightened scrutiny by regulators, stock exchanges, clearing agencies and
other authorities in Canada.

There are a number of risks associated with the business of the Company. See “Risk Factors”.

The Units distributed pursuant to this Prospectus will not be registered under the laws of any foreign jurisdiction,
including the United States Securities Act of 1933, as amended. Consequently, no Units will be delivered to any
registered or beneficial holder of Aurora Shares who is, or who appears to the Company or Computershare Trust
Company of Canada, as custodian (the “Custodian™) to be, a non-resident of Canada (“Non-Residents”) within the




meaning of the Income Tax Act (Canada) (the “Tax Act”). Such Units will be delivered by the Company to the
Custodian for sale by the Custodian on behalf of all Non-Residents. Such Units will be sold by the Custodian
through a registered securities broker or dealer (the “Selling Agent”) retained for the purpose of effecting a sale of
such Units on behalf of Non-Residents. Such Non-Residents will receive from the Custodian their pro rata share of
the cash proceeds from the sales of such Units, less any commissions, expenses and any applicable withholding
taxes. Holders of Aurora Shares, or their brokers, will have to provide a declaration of Canadian residency to
Computershare Trust Company of Canada, as registrar and transfer agent of the Aurora Shares (the “Transfer
Agent”) or CDS Clearing and Depository Services Inc. (the “Depository” or “CDS”), failing which, such holders
will be deemed to be Non-Residents. See “Notice Regarding Declaration of Residency”. There may be adverse tax
consequences to Non-Residents from this sale process — see “Certain United States Federal Income Tax
Considerations for U.S. Holders”. Non-Residents who desire certainty with respect to the value to be received from
the spin-off or who wish to avoid these tax consequences may wish to consult their advisors regarding a sale of their
Aurora Shares, through the Toronto Stock Exchange (“TSX”) or otherwise, prior to the Record Date. See also
“Certain Canadian Federal Income Tax Considerations.”

Scott Dowty, a director of the Company, resides outside of Canada. Although Scott Dowty has appointed McMillan
LLP as his agent for service of process in each province and territory of Canada in which the Units are to be
distributed, it may not be possible for investors to enforce judgments obtained in Canada against Scott Dowty.

There are risks inherent in the Company’s business that may adversely affect the value of the Units. See
“Risk Factors”.

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any securities. No
underwriter has been involved in the preparation of this Prospectus or performed any review or independent
due diligence of the contents of this Prospectus.
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INTERPRETATION

Unless the context otherwise requires, all references in this Prospectus to “we”, “our”, “Australis Capital”
or the “Company” refer to Australis Capital Inc. (the “Company”) and, to the extent references in this Prospectus
are made to matters undertaken by a predecessor in interest to the Company or its subsidiaries, include such
predecessor in interest to the Company or its subsidiaries, include such predecessor in interest.

NOTICE REGARDING DECLARATION OF RESIDENCY

The Units issuable pursuant to this Prospectus will not be registered under the laws of any foreign
jurisdiction, including the United States Securities Act of 1933, as amended. Consequently, no Units will be
delivered to any registered or beneficial holder of Aurora Shares who is, or who appears to the Company or the
Custodian to be, a Non-Resident. Such Units will be delivered by the Company to the Custodian for sale by the
Custodian on behalf of Non-Residents. The Unit Shares and the Warrants comprising the Units will be sold by the
Custodian through the Selling Agent for the purpose of effecting sales of the Unit Shares and Warrants on behalf of
Non-Residents. Such Non-Residents will receive from the Custodian their pro rata share of the cash proceeds from
the sale of such Unit Shares and Warrants, less commissions, expenses and any applicable withholding taxes. All
Unit Shares and Warrants will be pooled and sold as soon as practicable in transactions effected on an applicable
stock exchange. In exercising the sale of any Unit Shares and Warrants, the Selling Agent will exercise its sole
judgment as to the timing and manner of sale and will not be obligated to seek or obtain a minimum price. None of
the Company, Aurora, the Custodian nor the Selling Agent will be liable for any loss arising out of any sale of such
Unit Shares and Warrants relating to the manner or timing of such sales, the prices at which Unit Shares and
Warrants are sold or otherwise. The sale price of Unit Shares and Warrants sold on behalf of such persons will
fluctuate with the market price of the Unit Shares and the Warrants and no assurance can be given that any particular
price will be received upon any such sale. Registered holders of Aurora Shares will receive a form of declaration of
residency from Computershare Trust Company of Canada, as registrar and transfer agent of the Aurora Shares (the
“Transfer Agent”). The brokers through which beneficial holders of Aurora Shares hold their Aurora Shares will
receive a form of declaration of residency from CDS Clearing and Depository Services Inc. (the “Depository”). The
Company understands that such brokers should provide the necessary declaration on behalf of their clients; however,
beneficial holders of Aurora Shares are urged to contact their brokers or other Depository participant through which
they hold their Aurora Shares in respect of this residency declaration requirement. If an Aurora Shareholder fails to
declare that the shareholder is not a Non-Resident on or before ®, the Aurora Shareholder may be deemed to be a
Non-Resident on that date. Unless the Company or Aurora has actual knowledge to the contrary, all registered
holders of Aurora Shares whose address on the shareholder register on the Record Date is outside of Canada will be
deemed to be Non-Residents on ®. If a broker or other Depository participant fails to provide the necessary
declaration of Canadian residency on behalf of their clients on or before ®, the applicable beneficial holders of
Aurora Shares will be deemed to be Non-Residents on that date. There may be adverse tax consequences to Non-
Residents from this sale process - see “Certain United States Federal Income Tax Considerations for U.S. Holders”.
Non-Residents who desire certainty with respect to the value to be received from the spin-off or who wish to avoid
these tax consequences may wish to consult their advisors regarding a sale of their Aurora Shares, through the TSX
or otherwise, prior to the Record Date. See also “Certain Canadian Federal Income Tax Considerations”.

CURRENCY AND EXCHANGE RATE INFORMATION

Unless otherwise indicated all references to “$” or “dollars” in this Prospectus mean Canadian dollars.
References to “US$” or “US dollars” mean United States dollars.

The Company’s accounts are maintained in Canadian dollars.

The following table reflects the low and high rates of exchange for one United States dollar, expressed in
Canadian dollars, during the periods noted, the rates of exchange at the end of such periods and the average rates of
exchange during such periods, based on the daily exchange rate, as reported by the Bank of Canada for the
conversion of United States dollars into Canadian dollars.



Year ended December 31 Quarter ended

March 31,
20179 20169 2015® 2018"
High for the period C$1.3743 C$1.4589 C$1.3990 C$1.3088
Low for the period C$1.2128 C$1.2544 C$1.1728 C$1.2288
Average rate for the period C$1.2986 C$1.3248 C$1.2787 C$1.2647
Rate at the end of the period C$1.2545 C$1.3427 C$1.3840 C$1.2894

(1) As of March 1, 2017, the Bank of Canada began to publish new foreign exchange rates once a day, by 16:30 ET, in the form of a single
indicative rate per currency pair, which represents a daily average rate for that currency against the Canadian dollar. The Bank of Canada
ceased to publish the noon rate as of April 28, 2017.

(2) Based on the noon rate published by the Bank of Canada.

On June 18, 2018 the daily exchange rate for United States dollars expressed in terms of the Canadian
dollar, as reported by the Bank of Canada, was US$1.00 — $1.3208.

FORWARD-LOOKING INFORMATION

This Prospectus contains “forward-looking information” within the meaning of applicable Canadian
securities legislation. Wherever possible, words such as “plans”, “expects”, or “does not expect”, “budget”,
“scheduled”, “estimates”, “forecasts”, “anticipate” or “does not anticipate”, “believe”, “intend” and similar

expressions or statements that certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken,
occur or be achieved, have been used to identify forward-looking information.

Forward-looking information in this Prospectus may include, but is not limited to:

. statements related to the completion of the Distribution and the events related thereto and
contingent thereon;

. statements related to the terms and completion of the Private Placement;

. statements related to the listing of the Shares and Warrants on the CSE;

. information with respect to our future financial and operating performance;
. statements related to our investment objectives;

. adequacy of financial resources and future financing; and

statements related to our expected executive compensation.

Forward-looking information is based on the reasonable assumptions, estimates, analysis and opinions of
management made in light of its experience and its perception of trends, current conditions and expected
developments, as well as other factors that management believes to be relevant and reasonable in the circumstances
at the date that such statements are made, but which may prove to be incorrect. We believe that the assumptions and
expectations reflected in such forward-looking information are reasonable. Assumptions have been made regarding,
among other things: our ability to carry on exploration and development activities, the timely receipt of required
approvals, the price of minerals and other metals, our ability to operate in a safe, efficient and effective manner and
our ability to obtain financing as and when required and on reasonable terms. Readers are cautioned that the
foregoing list is not exhaustive of all factors and assumptions which may have been used.



Forward-looking information is subject to known and unknown risks, uncertainties and other factors that
may cause actual results to be materially different from those expressed or implied by such forward-looking
information, including risks associated with the available funds of the Company and the anticipated use of such
funds; the availability of financing opportunities; legal and regulatory risks inherent in the cannabis industry; the
Company’s dependence on management, directors and the members of the Advisory Committee; risks associated
with economic conditions, dependence on management, and currency risk; and other risks described in this
Prospectus and described from time to time in documents filed by the Company with Canadian securities regulatory
authorities. See “Risk Factors”.

Our forward-looking statements are based on the reasonable beliefs, expectations and opinions of
management on the date of this Prospectus. Although we have attempted to identify important factors that could
cause actual results to differ materially from those contained in forward-looking information, there may be other
factors that cause results not to be as anticipated, estimated or intended. There is no assurance that such information
will prove to be accurate, as actual results and future events could differ materially from those anticipated in such
information. Accordingly, readers should not place undue reliance on forward-looking information. We do not
undertake to update any forward-looking information, except as, and to the extent required by, applicable securities
laws.

ELIGIBILITY FOR INVESTMENT

Based on the current provisions of the Tax Act and the Regulations thereunder in force on the date hereof
and any relevant Proposed Amendments,

@) the Shares would be a “qualified investment” for a trust governed by a “registered retirement
savings plan”, “registered retirement income fund”, “tax-free savings account”, “registered education
savings plan” and “registered disability savings plan”, as those terms are defined in the Tax Act
(collectively, the “Plans”) if and provided that the Shares are listed on a “designated stock exchange” as
defined in the Tax Act (which currently includes the CSE) at the relevant time, and

(b) the Warrants would be a “qualified investment” for such Plans if and provided that the Shares are
so listed as described in (a) above at the relevant time and neither the Company, nor any person with whom
the Company does not deal at arm’s length, is an annuitant, a beneficiary, an employer or a subscriber
under or a holder of such Plan.

The Shares are not currently listed on a “designated stock exchange”, and the timing of such a
listing, if any, cannot be guaranteed. The Canada Revenue Agency’s published policy is that in order for a
security to qualify for this purpose, the listing must be full and unconditional, and that a mere approval or
conditional approval is insufficient. It is our understanding that the Company has applied to list the Shares on the
CSE as of a time that is shortly before the Distribution is effected. However, listing will be subject to the Company
fulfilling all of the requirements of the CSE. In addition, there can be no guarantee that CSE approval of a listing (if
at all) as of a time that is shortly before the Distribution is effected would be granted or would be in a form that is, or
is acceptable to the Canada Revenue Agency as, a full and unconditional listing. No legal opinion or advance tax
ruling has been sought or obtained in respect of the listing application or the status of the Shares as listed on a
designated stock exchange as of any particular time. If the Shares are not appropriately listed on the CSE at the
effective time of the Distribution (and the Company is not otherwise a “public corporation” at that time), neither the
Shares nor the Warrants will be qualified investments for the Plans at that time. In general terms, adverse
consequences under the Tax Act, not discussed in this summary, apply to a Plan and/or its annuitant, subscriber or
holder (as the case may be) where a Plan acquires or holds a non-qualified investment. Holders who would receive
Shares and Warrants within a Plan upon the Distribution should consult their own tax advisors in this regard
in advance of the Distribution.

Notwithstanding that Shares and Warrants may become a qualified investment for a Plan, the holder,
subscriber or annuitant of the Plan, as the case may be, will be subject to a penalty tax as set out in the Tax Act if
such securities are a “prohibited investment” for the Plan for purposes of the Tax Act. A security will generally be a
“prohibited investment” for a Plan if the holder, subscriber or annuitant, as the case may be, does not deal at arm’s
length with the Company for the purposes of the Tax Act or has a “significant interest” (as defined in the Tax Act)
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in the Company. Holders who would receive Shares and Warrants within a Plan upon the Distribution should
consult their own tax advisors in this regard in advance of the Distribution.



PROSPECTUS SUMMARY

The following is only a summary of the principal features of this Prospectus and should be read together
with the more detailed information and financial data and statements contained elsewhere in this Prospectus.
Certain capitalized terms used in this summary are defined under “Definitions” and “Glossary of Technical
Terms”.

The Company

The Company is an investment company which may invest in a broad range of industries, primarily
focusing on investments in the cannabis and real estate industries in the United States. The Company’s investments
may include the acquisition of equity, debt or other securities of publicly traded or private companies or other
entities, financing in exchange for pre-determined royalties or distributions and the acquisition of all or part of one
or more businesses, portfolios or other assets, in each case that the Company believes will enhance value for the
shareholders of the Company in the long term.

See “General Development and Business of the Company”.
The Reorganization and Distribution

As part of a Reorganization and spin out of certain U.S. assets, Aurora is distributing to holders of the
Aurora Shares, as a return of capital, Units of its subsidiary, Australis Capital Inc. The Distribution will be paid on
the basis of one Unit for every twenty Aurora Shares which are outstanding on the record date to be fixed by the
board of directors of Aurora.

Each Unit will consist of one Unit Share and one Warrant. Each Warrant will entitle the holder thereof to
acquire, subject to adjustment in certain circumstances, one Warrant Share at an exercise price of $0.25 per Warrant
Share on or prior to 4:00 p.m. (Eastern Time) on the date that is one year from the date of the Distribution. The
Warrants will be issued under a Warrant Indenture to be entered into with the Warrant Agent. The number of Units
to be distributed to an Aurora shareholder will be rounded down to the nearest whole number of Units. As of June
18, 2018, there are 565,792,185 common shares of Aurora issued and outstanding. Neither Aurora nor the Company
will receive any proceeds as a result of the distribution of the Units.

In connection with the proposed Distribution, on June 13, 2018, Aurora completed a series of
intercorporate transactions involving Aurora and its subsidiaries. These transactions resulted in Aurora holding a
direct interest in 100% of the issued and outstanding Shares and Warrants of the Company and the Company
holding the following assets:

. a 50% joint venture interest in Australis Holdings, a limited liability partnership organized under
the laws of Washington State, which holds two parcels of land totaling 24.5 acres in Whatcom
county, Washington, along with approximately $3,156,402 of loans (including interest as of June
13, 2018) owing from Australis Holdings;

. the SubTerra Assets, which consist of (a) a royalty of five percent (5%) of the gross revenues of
SubTerra earned annually from the sale of cannabis and cannabis based products grown and/or
processed at its facility during the period commencing June 1, 2018 and ending May 31, 2028;
(b) a payment of $150,000 annually during the period commencing June 1, 2018 and ending May
31, 2028; and (c) a two-year option to purchase the White Pine Parcel for $3,000.

Aurora and the Company entered into the Funding Agreement on June 14, 2018 pursuant to which Aurora
has agreed to advance $500,000 to the Company, in consideration for which the Company will issue to Aurora (a) a
warrant to purchase a number of Shares equal to 20% of the issued and outstanding Shares as of the date on which
the Shares commence trading on the CSE, which will be exercisable for a period of ten years from the date of issue
at an exercise price of $0.20 per Share, and (b) a warrant to purchase a number of Shares equal to 20% of the
number of Shares issued and outstanding as of the date of exercise, which will be exercisable for a period of ten
years from the date of issue at an exercise price equal to the five day volume weighted average trading price of the
Shares on the CSE or such other stock exchange on which the Shares may then be listed at the time of exercise, or if
the Shares are not then listed on a stock exchange at the fair market value of the Shares at the time of exercise.
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Aurora will be prohibited from exercising this Restricted Back-in Right unless all of the Company’s business
operations in the United States are legal under applicable federal and state laws and Aurora has received the consent
of the TSX and any other stock exchange on which Aurora may be listed, as required. As disclosed elsewhere in this
Prospectus, cannabis continues to be categorized as a controlled substance in the United States under the federal
Controlled Substances Act and as such, cannabis-related practices or activities (including without limitation, the
manufacture, importation, possession, use or distribution of cannabis) are illegal under United States federal law.

Pursuant to the Funding Agreement, Aurora will also fund the Company’s transaction costs in connection
with the Reorganization in the amount of $200,000 in consideration for the issuance by the Company of 1,176,470
Units to Aurora at a price of $0.17 per Unit and will purchase from the Company, at a price of $0.17 per Unit, such
additional number of Units that would result in Aurora holding a sufficient number of Units to pay out the
Distribution on the basis of one Unit for every twenty Aurora Shares which are outstanding on the Record Date.
Based on 565,792,185 Aurora Shares outstanding as of the date of this Prospectus, Aurora would be required to
purchase an additional 310,775 Units for $52,832 under the Funding Agreement in order to hold sufficient Units for
the Distribution.

See “Reorganization and Distribution”.
Private Placement

Prior to the completion of the Distribution, the Company intends to complete a non-brokered private
placement (the “Private Placement™) with arm’s length purchasers (the “Subscribers”). The Company intends to
issue and sell to the Subscribers on a private placement basis, and the Subscribers are expected to subscribe for an
aggregate of up to 75,000,000 Shares at an offering price of $0.20 per Share for gross proceeds to the Company of
$15,000,000. This Prospectus does not qualify the distribution of the Shares issuable pursuant to the Private
Placement. The Shares issued pursuant to the Private Placement will be subject to a statutory hold period of four
months and a day from the date of issuance, as applicable. The Private Placement is subject to a number of
conditions including completion of definitive documentation. The Distribution is not conditional upon the
completion of the Private Placement and there can be no assurances that the Private Placement will be completed.

See “Reorganization and Distribution — Private Placement”.
Management Team

The investments, borrowings and operations of the Company are subject to control and direction of the
Company’s management and board of directors, which includes several individuals with extensive experience in
investing in the cannabis industry. The initial members of our management and board of directors are Scott Dowty
(CEO and director), Arlene Dickinson (director), John Dover (director), Roger Swainson (director) and Campbell
Birge (CFO and Corporate Secretary).

See “Directors and Executive Officers”.
Use of Proceeds

The Company will not realize any proceeds from the Distribution. Proceeds advanced by Aurora pursuant
to the Funding Agreement and from the Private Placement will be used to fund the Company’s investments going

forward and for general corporate purposes.

See “Use of Proceeds”.
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Summary of Selected Audited Financial Information of the Company

The selected financial information set out below is based on and derived from the audited financial
statements of the Company as of the dates and for the periods indicated and should be read in conjunction with
“Management’s Discussion and Analysis” and the audited financial statements and the accompanying notes which
are included elsewhere in this Prospectus.

As of As of
March 31, 2018 March 31, 2017
$) ®

Assets 3,010,501 1,726,823

Liabilities 3,173,423 1,847,048
Shareholders’ equity

Share capital 100 100

Deficit (163,022) (120,325)

For the year ended
March 31, 2018

For the year ended
March 31, 2017

$) $)
Expenses (91,584) (91,753)
Other income 1,723 -
Interest income 47,164 41,233
Net loss for the year (42,697) (50,520)

See “Management’s Discussion and Analysis”.
Certain Canadian Federal Income Tax Considerations

Provided that the fair market value of the Units does not exceed the paid-up capital of the Aurora Shares
and that the other assumptions set out in “Certain Canadian Federal Income Tax Considerations” are correct, the
distribution of the Units is intended to be a non-taxable return of capital for Canadian income tax purposes. As a
return of capital, Aurora Shareholders would be required to reduce the adjusted cost base of their Aurora Shares by
an amount equal to the fair market value of the Units distributed to or for their benefit, and Aurora Shareholders who
are non-residents of Canada should not be subject to a withholding tax under Part XIII of the Tax Act. This
summary of certain Canadian federal income tax considerations is qualified in its entirety by the assumptions,
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provisos and discussion contained herein under “Certain Canadian Federal Income Tax Considerations”, and all
Aurora Shareholders should read the discussion contained therein and consult with their own tax advisors. See
“Certain Canadian Federal Income Tax Considerations”.

Certain United State Federal Income Tax Considerations

The Distribution will be effected under applicable provisions of Canadian corporate law, which are
technically different from analogous provisions of U.S. corporate law. Therefore, the U.S. federal income tax
consequences of certain aspects of the Distribution are not certain. A U.S. Holder (as defined herein) is expected to
be required to include the fair market value of the Units received by the Custodian for the benefit of the
Shareholders pursuant to the Distribution (without reduction for any Canadian income tax withheld, if any) in gross
income as a dividend to the extent of the current or accumulated “earnings and profits” of Aurora. To the extent the
fair market value of the Units distributed pursuant to the Distribution exceeds Aurora’s adjusted tax basis in such
Units (as calculated for U.S. federal income tax purposes), the Distribution can be expected to generate additional
earnings and profits for Aurora. To the extent that the fair market value of the Units exceeds the current and
accumulated “earnings and profits” of Aurora, the distribution of the Units pursuant to the Distribution will be
treated: (a) first, as a tax free return of capital to the extent of a U.S. Holder’s tax basis in the Aurora Shares; and (b)
thereafter, as gain from the sale or exchange of such Aurora Shares. Aurora may not calculate its earnings and
profits in accordance with U.S. federal income tax principles and as a result, each U.S. Holder may have to assume
that the Distribution by Aurora constitutes ordinary dividend income.

The foregoing discussion is qualified in its entirety by the more detailed discussion of the U.S. federal
income tax consequences of the Distribution in this Prospectus, and all Aurora Shareholders should read the
discussion contained therein and consult with their own tax advisors. See “Certain United States Federal Income
Tax Considerations for U.S. Holders”.

Risk Factors

An investment in the Units is subject to certain risks that should be considered by prospective investors and
their advisors, including:

. The businesses in which the Company invests in the United States (“U.S. Investees”) may violate
U.S. federal laws and regulations.

. U.S. federal trademark and patent protection may not be available for the intellectual property of
the Company’s U.S. Investees due to the current classification of cannabis as a Schedule |
controlled substance.

. U.S. Investees contracts may not be legally enforceable in the United States.

. The Company’s investments in the United States will be subject to applicable anti-money
laundering laws and regulations.

. There are risks associated with removal of U.S. Federal Budget Rider Protections.

) Laws and regulations affecting the cannabis industry are constantly changing.

. There may be a possible failure to realize expected returns on the Company’s investments.

. The market price of the Shares and Warrants is volatile and may not accurately reflect the long-

term value of the Company.

. The Company’s businesses require compliance with regulatory or agency proceedings,
investigations and audits.

. The Company faces liquidity and funding risks.
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The Company has a limited operating history.

The Company may require additional financing.

There is no assurance that the Company will turn a profit or generate immediate revenues.

The Company may incur significant tax liabilities if the Internal Revenue Service continues to
determine that certain expenses of cannabis businesses are not permitted tax deductions under
section 280E of the Internal Revenue Code of 1986, as amended.

The Company’s insurance coverage may not be adequate to cover all risks and hazards.

The Company and its U.S. Investees may become party to litigation from time to time.

The Company’s investments are exposed to currency fluctuations.

The Company’s management may have conflicts of interest.

The Company could be liable for fraudulent or illegal activity by its employees, contractors and
consultants resulting in significant financial losses to claims against the Company.

There are risks inherent in an agricultural business.

The Company is vulnerable to rising energy costs.

The Company may be vulnerable to unfavorable publicity or consumer perception.
The Company may modify its Investment Policy.

The Company’s assumptions relating to the tax treatment of the Distribution may prove to be
incorrect.

See “Risk Factors”.
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DEFINITIONS

In this Prospectus, the following words and phrases have the following meanings unless the context
otherwise requires:

“ABCA” means the Business Corporations Act (Alberta);

“Advisory Committee” means a committee engaged by the Board to assist in administering the Investment
Policy;

“AJR” means AJR Builders Group LLC, Aurora’s joint venture partner in Australis Holdings;

“allowable capital loss” has the meaning ascribed thereto under the heading “Certain Canadian Federal
Income Tax Considerations — Resident Holders — Disposition of Shares”;

“Audit Committee” means the Audit Committee of the Board;

“Aurora” means Aurora Cannabis Inc., a corporation organized under the laws of British Columbia;
“Aurora Marijuana” means Aurora Marijuana Inc., a corporation organized under the laws of Alberta;
“Aurora Shareholders” means holders of Aurora Shares;

“Aurora Shares” means common shares in the capital of Aurora;

“Company” means Australis Capital Inc., a corporation organized under the laws of Alberta;

“Australis Holdings” means Australis Holdings LLP, a limited liability partnership organized under the
laws of Washington State;

“BCSC” means the British Columbia Securities Commission;
“Board” means the board of directors of the Company;
“CanniMed” means CanniMed Therapeutics Inc., a corporation organized under the laws of Canada;

“CBCA” means the Canada Business Corporations Act, as amended, including all regulations promulgated
thereunder;

“CRA” means the Canada Revenue Agency;
“CSE” means the Canadian Securities Exchange;

“Custodian” means Computershare Trust Company of Canada, in its capacity as custodian for the Unit
Shares of Non-Residents;

“Definitive Certificates” mean one or more certificates in registered and definitive form;

“Depository” means CDS Clearing and Depository Services Inc.;

“Distribution” means the distribution by Aurora of Units to Aurora Shareholders as a return of capital;
“Funding Agreement” means the agreement dated June 14, 2018 between the Company and Aurora,

pursuant to which Aurora agreed to advance $500,000 to the Company in consideration for the Restricted Back-In
Right;
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“Gross income” has the meaning ascribed thereto under the heading “Certain United States Federal
Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares - Passive
Foreign Investment Company Rules - PFIC Status of the Company”;

“Holder” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Consideration”;

“IFRS” means International Financial Reporting Standards;

“Investment Policy” means the policy adopted by the Board in respect of the Company’s investments,
which is attached hereto as Appendix B;

“Mark-to-Market Election” has the meaning ascribed thereto under the heading “Certain United States
Federal Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares -
Passive Foreign Investment Company Rules - Default PFIC Rules Under Section 1291 of the Code”;

“NI 52-110"” means National Instrument 52-110 — Audit Committees;

“Non-Electing U.S. Holder” has the meaning ascribed thereto under the heading “Certain United States
Federal Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares -
Passive Foreign Investment Company Rules - Default PFIC Rules Under Section 1291 of the Code”;

“Non-Resident Holders” has the meaning ascribed thereto under the heading “Certain Canadian Federal
Income Tax Considerations — Non-Resident Holders”;

“Non-Residents” means any registered or beneficial holder of Aurora Shares who is, or who appears to the
Company or the Custodian to be, a non-resident of Canada within the meaning of the Tax Act;

“persons” includes an individual, partnership, association, body corporate, trustee, executor, administrator
or legal representative;

“PFIC” has the meaning ascribed thereto under the heading “Certain United States Federal Income Tax
Considerations to U.S. Holders”;

“PFIC asset test” has the meaning ascribed thereto under the heading “Certain United States Federal
Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares - Passive
Foreign Investment Company Rules - PFIC Status of the Company”;

“PFIC income test” has the meaning ascribed thereto under the heading “Certain United States Federal
Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares - Passive
Foreign Investment Company Rules - PFIC Status of the Company”;

“Prairie Plant” means Prairie Plant Systems Inc., a corporation organized under the laws of Saskatchewan;

“Proposed Amendments” has the meaning ascribed thereto under the heading “Certain Canadian Federal
Income Tax Considerations”;

“PUC” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income Tax
Considerations — Assumptions Regarding Return of Capital”;

“QEF Election” has the meaning ascribed thereto under the heading “Certain United States Federal
Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares - Passive
Foreign Investment Company Rules - Default PFIC Rules Under Section 1291 of the Code”;

“Record Date” means the record date set by the board of directors of Aurora to determine the Aurora
Shareholders entitled to receive the Distribution;

-15-



“Regulations” has the meaning ascribed thereto under the under heading “Certain Canadian Federal
Income Tax Considerations”;

“Reorganization” means the business changes intended to divest Aurora of its non-core U.S. assets and
maximize the overall value of the Aurora assets for Aurora Shareholders, including the transfer of Prairie Plant’s
interests in the SubTerra Assets to the Company, the disposition by Aurora of certain intercompany debt owed by
Aurora Marijuana, the transfer of Units to Aurora by Aurora Marijuana, the Funding Agreement between Aurora
and the Company, the Distribution and the related transactions as described under the heading “Reorganization and
Distribution”;

“Resident Holders” has the meaning ascribed thereto under the heading “Certain Canadian Federal Income
Tax Considerations — Resident Holders™

“Restricted Back-in Right” has the meaning ascribed thereto under the heading “Reorganization and
Distribution — Funding Agreement and Restricted Back-in Right”;

“SEDAR” means the System for Electronic Document Analysis and Retrieval, accessible through the
internet at www.sedar.com;

“Selling Agent” means the registered securities broker or dealer retained by the Custodian for the purpose
of effecting a sale of Shares and Warrants on behalf of Non-Residents as described under “Notice Regarding
Declaration of Residency”;

“Share Option Plan” means the Company’s Share Option Plan discussed under “Options to Purchase
Securities — Share Option Plan”;

“Shares” has the meaning ascribed thereto on the face page of the Prospectus;

“Subsidiary PFIC” has the meaning ascribed thereto under the heading “Certain United States Federal
Income Tax Considerations to U.S. Holders - Tax Consequences of Owning and Disposing of Shares — Passive
Foreign Investment Company Rules — PFIC Status of the Company”;

“SubTerra” means SubTerra LLC, a limited liability company organized under the laws of Michigan
State;

“SubTerra Assets” means: (i) a royalty of five percent (5%) of any gross revenues of SubTerra earned
annually from the sale of cannabis and cannabis based products grown and/or processed at its facility during the
period commencing June 1, 2018 and ending May 31, 2028; (ii) a payment of $150,000 annually during the period
commencing June 1, 2018 and ending May 31, 2028; and (iii) a two-year option to purchase the White Pine Parcel
for US$3,000, as described in more detail under “General Development and Business of the Company — Investments
— Details of SubTerra Assets”;

“SubTerra Purchase Agreement” means the securities purchase agreement among SubTerra, Prairie Plant
and Mr. Brent Zettl dated May 18, 2018, pursuant to which Prairie Plant sold its remaining 19.9% interest in
SubTerra to Mr. Brent Zettl;

“Tax Act” means the Income Tax Act (Canada);

“taxable capital gain” has the meaning ascribed thereto under the heading “Certain Canadian Federal
Income Tax Considerations — Resident Holders — The Distribution”;

“Transfer Agent” means Computershare Investor Services Inc., in its capacity as registrar and transfer
agent for the Aurora Shares;

“TSX” means the Toronto Stock Exchange;

“Units” means units of the Company, each consisting of one Unit Share and one Warrant;
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“Unit Shares” means the Shares that form part of the Units;

“U.S. Holder” has the meaning ascribed thereto under the heading “Certain United States Federal Income
Tax Considerations to U.S. Holders”;

“Warrant” has the meaning ascribed thereto on the face page of the Prospectus;

“Warrant Agent” means Computershare Investor Services Inc., in its capacity as warrant agent for the
Warrants;

“Warrant Indenture” has the meaning ascribed thereto on the face page of the Prospectus; and
“Warrant Share” has the meaning ascribed thereto on the face page of the Prospectus.

Words importing the singular number only, include the plural and vice versa, and words importing any
gender include all genders.
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CORPORATE STRUCTURE

Australis Capital Inc. was incorporated under the Business Corporations Act (Alberta) on February 6, 2015.
Australis Capital has a 50% interest in a joint venture with AJR, which is organized as a Limited Liability
Partnership named Australis Holdings LLP in the State of Washington, United States of America.

Our head office is at Suite 900, 510 Seymour Street, Vancouver, British Columbia, V6B 1V5. Our
registered and records office is at 2200, 10155 — 102 Street, Commerce Place, Edmonton, Alberta, Canada,
T5J 4G8.

The Company is currently a wholly-owned subsidiary of Aurora.

GENERAL DEVELOPMENT AND BUSINESS OF THE COMPANY
Overview

The Company is an investment company that carries on business with the objective of enhancing
shareholder value. The Company will seek to accomplish this objective by making use of the experience, expertise
and opportunity flow of its management and Board to opportunistically make investments in situations that the
Company believes will provide superior returns, primarily in the cannabis and real estate sectors in the United
States. Such investments may include the acquisition of equity, debt or other securities of publicly traded or private
companies or other entities, financing in exchange for pre-determined royalties or distributions and the acquisition
of all or part of one or more businesses, portfolios or other assets, in each case that the Company believes will
enhance value for the shareholders of the Company in the long term.

Strategy and Objectives

The Company’s short-term objectives are to: (i) identify investment opportunities in accordance with the
objectives set out in the company’s Investment Policy, as described below under the heading “Investment Policy”,
and (ii) obtain a listing of its Shares and Warrants on the CSE.

Employees

As at the date of this Prospectus, we have no employees other than our directors and officers. See
“Directors and Executive Officers”.

Competitive Conditions

Within the short period of legal adult use, increasing cannabis sales and further steps toward industry
regulation and legalization have prompted a push toward increasingly bigger waves of investment and innovation in
the cannabis industry. There is also a strong opportunity for products, brands, research, and related services that will
complement the cannabis market. The Company will seek to leverage its operational expertise and industry
knowledge to capitalize on the so-called “green-rush” in the legal cannabis industry. Cannabis production
opportunities are becoming increasingly available as new jurisdictions move towards establishing new or improved
regulated cannabis regimes. Despite the fast-growing market for cannabis in the United States, there remains a
significant lack of traditional sources of bank lending or venture and private equity capital, as well as an absence of
traditional management expertise and advisory services. This is primarily because of the regulatory and legal
challenges that cannabis continues to pose in the United States.

Investment Policy
The Company has adopted the Investment Policy to govern its investment activities. The Investment Policy
sets out, among other things, the investment objectives and strategy of the Company based on certain fundamental

principles. The Company’s Investment Policy is attached as Appendix B.

The Company expects that its investment portfolio will, from time to time, be comprised of securities of
both public and private companies or other entities in the cannabis and real estate sectors in the United States.
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However, the Company may endeavour to identify compelling investment opportunities in other sectors and will not
be precluded from investing in any particular industry.

The Company will invest opportunistically in securities, with a preference for securities in equity, equity-
related securities, and royalty securities. However, the Company may invest in a wide range of other instruments
including, without limitation, preferred shares, warrants, convertible debentures, secured or unsecured debt, and
bridge financing or other short term capital.

The Company has engaged the Advisory Committee to assist in monitoring its investment portfolio on an
ongoing basis and to review the status of each investment at least once a month or on an as-needed basis. Members
of the Advisory Committee shall be appointed by the Board and may be removed or replaced by the Board. Officers
and directors of the Company may be members of the Advisory Committee, but members of the Advisory
Committee need not be officers or directors of the Company.

The initial Advisory Committee is comprised of Graham Saunders, Neil Belot and Desmond Balakrishnan.
These individuals have a broad range of business experience and their own networks of business partners, financiers,
venture capitalists and finders through whom potential investments may be identified. See “Directors and Officers”
for biographies of each of the members of the Advisory Committee.

Notwithstanding the foregoing, the Company’s investment objectives, investment strategy and investment
restrictions may be amended from time to time as approved by the Board, in consultation with the Advisory
Committee. Additionally, notwithstanding the Investment Policy, the Board, in consultation with the Advisory
Committee, may, from time to time, authorize such additional investments outside of the disciplines set forth in the
Investment Policy as it sees fit for the benefit of the Company and its shareholders.

Initial Investments
Australis Holdings