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INTRODUCTION

The following management’s discussion and analysis (“MD&A”) is a review of operations, current financial
position and outlook for Bevcanna Enterprises Inc. (the “Company”) and should be read in conjunction with
the Company’s condensed interim consolidated financial statements for the six months ended June 30,
2021, the audited consolidated financial statements for the year ended December 31, 2020 and notes
thereto. The Company prepares its financial statements in accordance with International Financial
Reporting Standards (“IFRS”).

As used in this MD&A and unless otherwise indicated, the terms “we”, “us”, “our”, and “Company” refer to
BevCanna Enterprises Inc. Unless otherwise specified, all dollar amounts are expressed in Canadian
dollars.

The recent outbreak of the coronavirus, also known as “COVID-19”, continues to impact worldwide
economic activity. The extent to which the coronavirus may impact the Company’s business activities will
depend on future developments, such as the ultimate geographic spread of the disease, the duration of the
outbreak, travel restrictions, business disruptions, and the effectiveness of actions taken in Canada and
other countries to contain and treat the disease. These events are highly uncertain and as such, the
Company cannot determine their financial impact at this time.

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

This MD&A contains forward-looking statements. Forward-looking statements are subject to risks and
uncertainties that could cause actual results to differ materially from such statements. The words “aim,”
“anticipate,” “believe,” “continue,” “could,” “expect,” “intend,” “likely”, “may,” “optimistic,” “plan,” “potential”,
“predict”, “should,” “would,” and other similar expressions are intended to identify forward-looking
statements. Forward-looking statements are based on material factors and assumptions made by our
Company in light of management’s experience and perception of historical trends, current conditions and
expected future developments, as well as other factors that we believe are appropriate in the

circumstances, including but not limited to:
« the Company’s expectations regarding its consolidated revenue, expenses and operations;
« the Company’s anticipated cash needs, its needs for additional financing;
« the Company’s intention to develop its business and its operations;

» expectations with respect to future production costs and capacity;
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« the grant and impact of any licence or supplemental licence to conduct activities with cannabis or
any amendments thereof;

» expectations with respect to the future growth of its medical and/or adult-use recreational cannabis
products;

« the Company’s competitive position and the regulatory environment in which the Company
operates; and

« expectations with respect to the Company’s intended operations in California and the United States.
These statements are only predictions and involve known and unknown risks, uncertainties and other

factors that may cause actual results to differ materially from those indicated in these statements, including,
but not limited to:

» uncertainty with respect to the conflict between United States federal and state laws;
» uncertainty over whether a market will develop for the Company’s products;

+ the Company’s limited operating history;

« potential or actual conflicts of interest;

« therisk the Company is unable to obtain additional financing to achieve its business objectives and
execute its strategy on satisfactory terms, or at all;

« uncertainty about the Company’s ability to continue as a going concern; and

» changes in general economic or political conditions.
The forward-looking statements contained in this MD&A reflect our views and assumptions only as of the
date of this MD&A. The Company undertakes no obligation to update or revise any forward-looking

statements after the date on which the statement is made, except as required by applicable laws, including
the securities laws of Canada.

SIGNIFICANT TRANSACTION

On February 22, 2021, the Company announced that it has closed its acquisition of Naturo Group
Investments Inc. The combination of these two emerging industry leaders creates a diversified health and
wellness; beverage and natural products company, with a global multi-channel sales and distribution
network positioned for growth.

On December 11, 2020, and as amended on January 31, 2021, the Company entered into an amalgamation
agreement to complete the acquisition of all issued and outstanding securities of Naturo Group Investments
Inc. (“Naturo”). Naturo develops and manufactures beverages and consumer products for in-house brands
and private label clients and is based in BC. The acquisition closed on February 18, 2021.

In accordance with IFRS 3, the substance of a transaction constitutes a business combination as the
business of Naturo meets the definition of a business under the standard. Accordingly, the assets acquired
and the liabilities assumed have been recorded at their respective estimated fair values as of the acquisition
date.

The purchase price is based on management’s estimate of fair value of the following transactions:

a) 50,000,000 common shares of the Company were issued to the former shareholders of Naturo with a
fair value of $36,398,323.
b) The Company assumed the obligation to issue:
(i) 450,000 common shares (each, an “Option Share”) in the capital of the Company pursuant to
outstanding options in Naturo exercisable at $0.25 per Option Share until July 31, 2024,



-3-

(i) 26,250,000 common shares (each, a “Warrant Share”) in the capital of the Company issuable
upon exercise of outstanding warrants in Naturo exercisable at $0.50 per Warrant Share until
August 19, 2021, and

(iii) Such common shares (each, a “Debenture Share”) in the capital of the Company as may be
issuable pursuant to a convertible debenture in Naturo in the principal amount of $1,468,373
convertible at $0.40 per Debenture Share, maturing on January 27, 2023 and accruing interest at
an annual rate of 10% which is also convertible into Debenture Shares.

DESCRIPTION OF BUSINESS

The Company is a diversified health and wellness and natural products producer and marketer. Through
its wholly owned subsidiary, BevCanna Operating Corp. (“Bevopco”), it owns and operates an
approximately 10,000 sq. ft. tetrahydrocannabinol (“THC”) beverage manufacturing plant near Osoyoos,
BC. The plant, having just recently been approved by Health Canada, expects to commence production of
THC beverages for its white label clients in Q3 2021. At a later date, it will also begin production if its own
branded line of THC products.

Through Naturally Pure Therapy Products Corporation (“NPT”), acquired on September 4, 2020, the
Company sells a range of nutraceutical and hemp-based cannabidiol (“CBD”) health products through its
direct-to-consumer e-commerce platform in the United States and Western Europe.

Through the acquisition of Naturo Group Inc. (“Naturo”) on February 19, 2021, the Company owns and
operates an approximately 30,000 sq. ft. conventional beverage bottling plant adjacent to the Bevopco
facility. The plant has its own water source, a naturally alkaline spring water acquifer. Naturo also owns
approximately 295 acres of prime agricultural land on the same site. Through Naturo, the Company
manufactures and markets the TRACE brand of alkaline and plant-based mineral beverages, concentrates
and shots to approximately 3000 retail customer stores across Canada. It also offers custom beverage
manufacturing on a private label basis to Canadian retail chains.

The Company holds licences for processing and research under the Cannabis Act and a hemp cultivation
licence under the Industrial Hemp Regulations in addition to the originally applied for Production Licence
and Sales Licence. In May 2019, Health Canada issued the hemp cultivation licence to the Company. In
August 2019, Health Canada issued the cannabis research licence to the Company. In February 2021,
Heath Canada issued the Standard Processing license to the Company. On April 15, 2021, the Canada
Revenue Agency issued the Cannabis License under the Excise Act, 2001 to the Company.

OVERALL PERFORMANCE

The Company has not yet achieved profitable operations. The Company recognized $505,786 revenue for
the second quarter. $394,972 is e-commerce sales and $110,814 is revenue from beverage operations. In
prior year, the company had no revenue.

The Company is in the process of commercializing an array of beverage products. The Company’s future
performance depends on, among other things: (i) the successful start-up of its THC beverage manufacturing
facility; (ii) launching products with a healthy margin while staying competitive; (iii) improving risk
diversification by expanding the Company business portfolio through M&A activities; and (iv) providing
funding to support NPT’s e-commerce platform growth.

On April 8, 2021, the Company announced the launch of its new TRACE e-commerce website. Customers
will now be able to purchase a range of products directly through the site, as well as sign up for membership
rewards and recurring product orders.

On April 19, 2021, the Company entered into an exclusive sales agency distribution agreement with
Yokohama-based Mirai Marketing Inc. (“Mirai”) to bring TRACE proprietary plant-based mineral consumer
products to Asia. The initial term of the agreement will be two years, with exclusivity subject to a minimum
net revenue of $1M over the course of the term and incentives to reach over $5M during the term.



On May 8, 2021, the Company entered into a third white-label manufacturing agreement whereby the
Company will produce cannabis-infused beverages at scale for distribution to provincial buying groups and
enable non-licensed partners to enter the Canadian cannabis market based on the white-label partnership
model. The white-label agreements are subject to minimum order quantities.

On May 17, 2021, the Company entered into a co-packing agreement with Riviera Beverages, LLC
(“Riviera”) of California. Under the agreement, Riviera will manufacture the TRACE plant-based and hemp-
derived CBD bottled beverages for the U.S. and international markets. The Partnership is expected to
accelerate the penetration of the TRACE brand into international markets at an efficient and economical
manner.

On May 19, 2021, the Company entered into a cannabis supply agreement with ABcann Medicinals Inc.
(“ABcann”), a wholly-owned subsidiary of VIVO Cannabis Inc. (“VIVO”) (TSX:VIVO), to infuse Vertosa
cannabis emulsions into select BevCanna in-house and white-label products, including the Keef Brands
line. The Company will infuse the Vertosa emulsions, the #1 cannabis emulsion in the U.S into its Canadian
cannabis beverages.

On June 2, 2021, the Company entered into a distribution agreement with Koyo Foods Inc. (“Koyo Foods”)
to distribute TRACE line of products in Ontario and Quebec.

On August 9, 2021, the Company announced the completion of first commercial production run for Keef
Brands beverages for delivery to select provincial distribution boards across Canada.

On August 11, 2021, the Company announced the receipt of purchase orders from Ontario Cannabis Store
(“OCS”) and expected the products will be available in Ontario retail locations and online at ocs.ca in
September.

Management Changes

On March 3, 2021, the Company announced the appointment of Melise Panetta as the new President,
succeeding Martino Ciambrelli. Mr. Ciambrelli will continue to help to assist the Company through his seat
on the Board of Directors, as well as his continued position as Senior Person in Charge on the Company’s
Health Canada Standard Processing License. Ms. Panetta is a highly experienced sales, marketing and
commercial leader within the CPG sector, having held senior and executive roles at global companies such
as General Mills (NYSE:GIS), PepsiCo (Nasdaq:PEP), and S.C. Johnson. Ms. Panetta’s broad experience
in both the CPG and cannabis sectors positions her well to lead the Company into a fully diversified health
and wellness beverage and natural products company.

OUTLOOK

With the receipt of its Standard Processing License in February 2021, the Company is now rapidly
progressing to full commercialization of THC infused beverages.

With the completion of the acquisition of Naturo in February 2021, the Company is moving rapidly to
broaden distribution and bring additional innovative new products to the market.

The Company’s business objectives through the balance of the current year include:

Launching Keef Brand’s THC infused beverage line in Canada.

Launching a minimum of 3 other white label partner THC infused beverage lines in Canada
Solidifying additional white label partner relationships for THC infused beverage lines.
Securing private label partner relationships for conventional beverage lines.

Broadening the distribution of Naturo’s product line in Canada and in the United States.
Entering the US, Japanese and other international markets with Naturo products.
Significantly expanding NPT’s range of product offerings and sales reach.



SELECTED FINANCIAL INFORMATION

For the six months For the Year ended
ended
June 30, 2021 December 31, 2020
(Unaudited) (Audited)
($) ($)
Total revenues 1,136,533 396,317
Loss for the period (7,393,061) (14,244,832)
Loss per share (basic and diluted) (0.05) (0.19)
As at As at
Statements of Financial Position June 30, 2021 December 31, 2020
(Unaudited) (Audited)
($) ($)
Assets

Current assets 8,903,350 2,408,509
Total Assets 85,320,946 24,334,122

Liabilities
Current liabilities 4,774,129 1,799,103
Total liabilities 9,211,022 2,333,980
Total Shareholders’ Equity 76,109,924 22,000,142
Total Liabilities and Shareholders’ Equity 85,320,946 24,334,122

DISCUSSION OF OPERATIONS

Six months ended June 30, 2021

Revenue

For the six months ended June 30, 2021, the Company generated revenue through its beverage wholesale
and distribution subsidiary, Naturo Group Enterprises Inc. (“Naturo Group”) acquired on February 19, 2021
and e-commerce platform subsidiary, Naturally Pure Therapy Products Corp. (“Naturally Pure Therapy”)
acquired on September 4, 2020. The revenue from the beverage distribution is $177,295 with cost of sales
of $84,028 and generating a gross profit of $93,267. The revenue from the e-commerce platform is
$959,238 with cost of products and services mainly comprised of the traffic fees of $989,584 to direct
customers to the platform and generating a gross loss of $30,345. The cost of products and services is
expected to reduce in proportion to the total revenues as the e-commerce business scales. As of June 30,
2021, the Company is in the final process of stability testing before the product launch, there are no
cannabis infused-beverage sales during the six months ended June 30, 2021.

Six months ended
June 30, 2021

Six months ended
June 30, 2020

$ $
Total revenues 1,136,533 -
Cost of products and services (1,073,611) -
Gross profit (loss) 62,922 -




Net Loss

For the six months ended June 30, 2021, the Company recorded $62,922 of gross profit and recorded
administrative expenses of $7,206,669, loss on marketable securities of $201,749, gain on debt settlements
of $83,879, government grant of $11,574, foreign exchange gain of $5,446, an accretion expense of
$23,556, finance costs of $125,136, which resulted in a net loss of $7,393,061. The main factors that
contributed to the loss in the period were plant operations and facilities of $390,178, legal fees of $246,900,
professional and consulting expenses of $2,278,860, salaries of $364,258, amortization expenses of
$1,275,610, investor relations of $1,342,280 and marketing of $834,529. The significant increases in
consulting and marketing expenses are related to the engagement of consultants for its official product
launches and distribution arrangements. Management anticipates that the Company will incur expenses in
subsequent periods as a result of expenses associated with being a reporting issuer listed on a stock
exchange, and expenses anticipated to be incurred in connection with the expansion of the Production
Facility and announced definitive agreements.

Three months ended June 30, 2021

Revenue

For the three months ended June 30, 2021, the Company generated revenue through its beverage
wholesale and distribution subsidiary, Naturo Group Enterprises Inc. (“Naturo Group”) acquired on February
19, 2021 and e-commerce platform subsidiary, Naturally Pure Therapy Products Corp. (“Naturally Pure
Therapy”) acquired on September 4, 2020. The cost of products and services is expected to reduce in
proportion to the total revenues as the e-commerce business scales.

Six months ended Six months ended

June 30, 2021 June 30, 2020

$ $

Total revenues 505,786 -
Cost of products and services (521,529) -
Gross profit (loss) (15,743) -

Net Loss

For the three months ended June 30, 2021, the Company recorded a gross loss of $15,743 and recorded
administrative expenses of $5,213,686, as well as other expenses totaling $135,051, which resulted in a
net loss of $5,364,480. The main factors that contributed to the loss in the period were professional and
consulting expenses of $1,818,718, investor relations of $1,251,212, marketing of $789,698 and
amortization expenses of $593,859. Management anticipates that the Company will incur expenses in
subsequent periods as a result of expenses associated with being a reporting issuer listed on a stock
exchange, and expenses anticipated to be incurred in connection with the expansion of the Production
Facility and announced definitive agreements.



SUMMARY OF QUARTERLY RESULTS

The following table provides a summary of the previous eight quarters of the Company’s financial
performance.

Q2 2021 Q1 2021 Q4 2020 Q3 2020
Total revenues 505,786 630,747 302,307 94,010
Loss (5,364,480) | (2,028,581) | (8,760,965) | (1,823,479)
Loss per share (basic and diluted) (0.03) (0.01) (0.09) (0.03)

Q2 2020 Q1 2020 Q4 2019 Q3 2019
Total revenues - - - -
Loss (1,442,714) | (2,217,674) | (3,473,263) | (2,903,205)
Loss per share (basic and diluted) (0.02) (0.04) (0.08) (0.06)

LIQUIDITY AND CAPITAL RESOURCES

Working Capital

As at June 30, 2021, the Company had working capital of $4,129,221 (December 31, 2020 - $609,406).
For the remaining months of 2021, management intends to continue to diligently monitor and adjust the
capital budget based on expected cash flows from capital raising, option and warrant exercising, and
operational revenues, and as such management believes the Company has sufficient resources to fund its
2021 operations and expansion plan.

Cash used in Operating Activities

During the six months ended June 30, 2021, the Company had cash used in Operating Activities of
$5,679,536 (2020 - $888,109). Cash used in operating activities was mainly due to the new loss of
$7,393,061 and adding back items not affecting cash totaling $1,624,249. The most significant items not
affecting cash are amortization, loss on marketable securities, share based payments, and finance costs.

Cash used in Investing Activities

During the six months ended June 30, 2021, the Company used $482,966 (2020 — received $493,726) in
cash on investing activities. These investing activities included using $380,123 in cash for the purchase of
property plant and equipment and $125,000 in cash for the note receivable. These were offset by the
proceeds from cash acquired in the acquisition of Naturo totaling $22,157.

Cash provided by Financing Activities

During the six months ended June 30, 2021, the Company received a net of $6,837,039 (2020 - $465,561)
in cash from financing activities. These activities comprised of $2,903,749 from issuance of shares,
$3,141,250 from the exercise of options, $1,086,750 from the exercise of warrants, and $20,000 provided
by the CEBA loan. These were offset by less promissory note payment of $197,380, lease payment of
$2,330 and repayment of convertible debt of $115,000.

Future Capital Requirements

The Company will need to continue to raise capital, as the Company expects its costs will increase due to
the expansion of the Production Facility and the start of production, as well as working capital commitments
related to products launches and expansion. The Company’s future capital requirements will depend upon
many factors including, without limitation, the market demand for THC infused beverages. The Company
has limited capital resources and must rely upon the sale of equity securities or the exercise of options and
warrants for cash required for expansion and production purposes, for acquisitions and to fund the
administration of the Company. Although the Company started to generate revenue through its subsidiary
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in the last quarter, the subsidiary is not yet at the stage where it is able to self-funded and it must continue
to rely upon the sales of its equity and debt securities to raise capital, which would result in further dilution
to the shareholders. There is no assurance that financing, whether debt or equity, will be available to the
Company in the amount required by the Company at any particular time or for any period and that such
financing can be obtained on terms satisfactory to the Company or at all.

OFF-BALANCE SHEET ARRANGEMENTS

The Company did not enter into any off-balance sheet arrangements as at June 30, 2021 or as of the date
of this report.

TRANSACTIONS BETWEEN RELATED PARTIES

During the six months ended June 30, 2021, the Company incurred the following related party transactions:

June 30,
June 30, 2021 2020
Six months ended $ $
Management and Consulting fees
Chief Financial Officer and Chief Strategic Officer (‘CFO & CSQO”) 120,000 120,000
Chief Executive Officer (“CEQ”) 150,000 -
President 100,002 -
Past President 5,000 7,500
Company controlled by Past President 66,389 -
Share-based payments
Director 15,708 -
Chief Financial Officer and Chief Strategic Officer (“CFO & CSQO”) - 43,153
Chief Executive Officer (“CEQ”) - 239,740
Past President - 28,769
457,099 439,162

Accounts payable and accrued liabilities:

At June 30, 2021, the following amounts were included in accounts payable and accrued liabilities in
relation to transactions with related parties, which were non-interest bearing, unsecured and due on
demand:

e $84,848 (December 31, 2020 - $15,565) for services provided and expenses paid by the CEO of the
Company;

e $63,000 (December 31, 2020 - $3,245) for services provided and expenses paid by the CFO & CSO
of the Company;

e $8,334 (December 31, 2020 - $nil) for services provided and expenses paid by the President;

e $30,555 (December 31, 2020 - $nil) for services and expenses paid by a person related to the CEO;

Due from related parties:

As at June 30, 2021, the Company has $250,000 due from a person related to the CEO. On June 28,
2021, the Company entered into a share purchase agreement with a person related to the CEO to
acquire 625,000 shares of the Company for $250,000. The Company acquired the shares by settlement
and forgiveness of the outstanding amount of $250,000 owed by the related party. The share purchase
is completed on August 30, 2021.
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On June 28, 2021, the Company sold 3,717,000 shares of the Company for $1,486,800 to a person
related to the CEO. The payment has not yet received as of June 30, 2021.

Convertible debenture:

On June 28, 2021, the Company entered into a debenture amendment and cancellation agreement with
a person related to the CEO of the Company. The agreement cancelled the $1,505,020 convertible
debenture and settled a receivable of $2,005,020 from the CEO of the Company and a $500,000 payable
for consulting services.

Other related party transactions:

During the six months ended June 30, 2021, the Company paid $304,076 (2020 - $65,653) in consulting

and share based-payments to two related parties.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

The Company’s financial instruments consist of cash and cash equivalents, amounts receivable,
marketable securities, prepaid expenses and deposits, accounts payables and accrued liabilities and the
convertible debentures. The fair value of the Company’s prepaid expenses and deposits, accounts payable
and accrued liabilities approximate their carrying value, which is the amount recorded on the statement of
financial position, due to their short terms to maturity. The Company’s cash is measured at fair value, under
the fair value hierarchy based on level one quoted prices in active markets for identical assets or liabilities.
Fair value of the debentures is calculated using a valuation model that considers the future stream of cash
flows discounted at the market yield adjusted for risk premium. The convertible debentures is classified
under level 2.

The Company'’s risk exposures and the impact on the Company’s financial instruments are summarized
below:

Credit risk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. The
Company believes it has no significant credit risk as the majority of receivable balance is GST refund from
the Receiver General and funds being processed by banks and not released yet. The short term note
receivable provided in April 2021 is loans provided to a close business partner. Management believes the
risk of default on this note is low.

Liquidity risk

The Company’s approach to managing liquidity risk is to raise capital as required to meet liabilities when
due. As at June 30, 2021, the Company had a cash balance of $1,695,698 to settle current liabilities of
$4,774,129. Subsequent to June 30, 2021, the Company has completed share for debt transactions to
settle debt for a total of $629,340 with various vendors, consultants and related parties. Subsequent to June
30, 2021, the Company received $300,000 from warrants exercised. The Company believes it can continue
to raise capital as required to fund its operations and expansion.

Market risk

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, equity
prices, input costs and product prices. Cannabis is part of a developing market, likely subject to volatile and
possibly declining prices year over year, as a result of increased competition. Because cannabis is a newly
commercialized and regulated industry, historical price data is either not available or not predictive of future
price levels.
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Legal and regulatory risk

The Company’s business must be evaluated considering the problems, delays, uncertainties and
complications encountered in the process of establishing as a beverage producer of cannabidiol (“CBD”)
and tetrahydrocannabinol (“THC”) post licensed period and the commercialization of CBD and THC infused
beverages.

Any failure to successfully develop and obtain regulatory approval for products would have a material
adverse effect of the Company’s business, financial condition and results of operations.

The Company’s participation in the cannabis industry may lead to litigation, formal or informal complaints,
enforcement actions, and inquiries by various stakeholders. Litigation, complaints, and enforcement actions
involving the Company could consume considerable amounts of financial and other corporate resources,
which could have an adverse effect on the Company’s future cash flows, earnings, results of operations
and financial condition.

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. As at June 30, 2021, the Company did not have any significant
interest rate risk as the interest-bearing convertible debentures has a fixed interest rate.

DISCLOSURE OF OUTSTANDING SECURITY DATA

The Company has one class of shares outstanding, being common shares. As of the date of this report,
176,173,351 (June 30, 2021 — 174,429,095) common shares were issued and outstanding as fully paid and
non-assessable shares.

As of the date of this report, the Company had 5,488,667 stock options outstanding (June 30, 2021 —
5,488,667).

As of the date of this report, the Company had 6,042,133 common share purchase warrants outstanding
(June 30, 2021 — 30,904,633).

SUBSEQUENT EVENTS

Debt

Subsequent to June 30, 2021, the Company issued 1,144,255 common shares to settle debt of $629,340
with vendors. Of this amount, 726,818 common shares were issued to settle debt with related parties.

Equity

On June 28, 2021 the Company entered into a share purchase agreement with a related party to acquire
625,000 shares of the company for $250,000. The Company acquired the shares by settlement and
forgiveness of the outstanding amount of $250,000 owed by the related party. The share purchase is
completed on August 30, 2021.

Subsequent to June 30, 2021, the Company issued 600,000 common shares pursuant to the exercise of
warrants.

Subsequent to June 30, 2021, 24,262,500 share purchase warrants with an exercised price of $0.50 per
warrant expired unexercised.
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Risks and Uncertainties

The following information is only a summary of certain risk factors and is qualified in its entirety by reference
to, and must be read in conjunction with, the detailed information appearing elsewhere in this MD&A. These
risks and uncertainties are not the only ones the Company is facing. Additional risks and uncertainties not
presently known to the Company, or that it currently deems immaterial, may also impair its operations. If
any such risks actually occur, the business, financial condition, liquidity and results of the Company’s
operations could be materially adversely affected.

Regulatory Risks

The Company operates in a new industry which is highly regulated and is in a market that is very competitive
and evolving rapidly. The Company’s ability to grow, store and sell cannabis in Canada is dependent on
the Licences from Health Canada and the need to maintain the Licences in good standing. Failure to comply
with the requirements of the Licences or any failure to maintain these Licences would have a material
adverse impact on the business, financial condition, and operating results of the Company.

The Company will incur ongoing costs and obligations related to regulatory compliance. Failure to comply
with regulations may result in additional costs for corrective measures, penalties or in restrictions on the
Company’s operations. In addition, changes in regulations, more vigorous enforcement thereof or other
unanticipated events could require extensive changes to the Company’s operations, increased compliance
costs or give rise to material liabilities, which could have a material adverse effect on the business, financial
condition and operating results of the Company.

The industry is subject to extensive controls and regulations, which may significantly affect the financial
condition of market participants. The marketability of any product may be affected by numerous factors that
are beyond the Company’s control and which cannot be predicted, such as changes to government
regulations, including those relating to taxes and other government levies which may be imposed. Changes
in government levies, including taxes, could reduce the Company’s earnings and could make future capital
investments or the Company’s operations uneconomical. The industry is also subject to numerous legal
challenges, which may significantly affect the financial condition of market participants and which cannot
be reliably predicted.

Change in Laws, Regulations and Guidelines

The Company’s operations are subject to various laws, regulations and guidelines relating to the
manufacture, management, packaging/labelling, advertising, sale, transportation, storage and disposal of
cannabis but also including laws and regulations relating to drug, controlled substances, health and safety,
the conduct of operations and the protection of the environment. Changes to such laws, regulations and
guidelines due to matters beyond the control of the Company may cause adverse effects to its operations.

Limited Operating History

The Company was incorporated in 2017. The Company is therefore subject to many of the risks common
to early-stage enterprises, including limitations with respect to personnel, financial, and other resources
and lack of revenues. 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 the early stage of
operations.

History of Net Losses

The Company has incurred operating losses since incorporation. The Company may not be able to achieve
or maintain profitability and may continue to incur significant losses into the future. In addition, the Company
expects to continue to increase operating expenses as it implements initiatives to grow its business. If the
Company’s revenues do not increase to offset these expected increases in costs and operating expenses,
the Company will not be profitable.
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Negative Operating Cash Flow

The Company did not generate operating revenue and historically has had negative cash flow from
operating activities. It is anticipated that the Company will continue to have negative cash flows in the
foreseeable future. Continued losses may have the following consequences:
a) increasing the Company’s vulnerability to general adverse economic and industry conditions;
b) limiting the Company’s ability to obtain additional financing to fund future working capital, capital
expenditures, operating costs and other general corporate requirements; and
c) limiting the Company’s flexibility in planning for, or reacting to, changes in its business and the
industry.

Size of the Company’s target market is difficult to quantify and investors will be reliant on their own estimates
on the accuracy of market data.

Because the cannabis industry is in a nascent stage with uncertain boundaries, there is a lack of information
about comparable companies available for potential investors to review in deciding about whether to invest
in the Company and, few, if any, established companies whose business model the Company can follow
or upon whose success the Company can build. Accordingly, investors will have to rely on their own
estimates in deciding about whether to invest in the Company. There can be no assurance that the
Company’s estimates are accurate or that the market size is sufficiently large for its business to grow as
projected, which may negatively impact its financial results.

Restrictions on Sales Activities

The cannabis industry is in its early development stage and restrictions on sales and marketing activities
imposed by Health Canada, various medical associations, other governmental or quasi-governmental
bodies or voluntary industry associations may adversely affect the Company's ability to conduct sales and
marketing activities and could have a material adverse effect on the Company's business, operating results
or financial condition.

The Company’s business strategy is constantly evolving

The Company’s business strategy involves constantly seeking new opportunities in the cannabis industry.
In the pursuit and execution of such opportunities, the Company may fail to select appropriate investment
candidates and/or fail to negotiate beneficial or advantageous contractual arrangements. The Company
cannot provide assurance that it can complete any investment or business arrangement that it pursues or
is pursuing, on favourable terms, or that any investments or business arrangements completed will
ultimately benefit the Company.

Failure to integrate acquired business and realize benefits from acquisitions

The Company may grow by acquiring other businesses. The consummation and integration of any acquired
business, product or other assets into the Company may be complex and time-consuming and, if such
businesses and assets are not successfully integrated, the Company may not achieve the anticipated
benefits, cost-savings or growth opportunities. Furthermore, these acquisitions and other arrangements,
even if successfully integrated, may fail to further the Company’s business strategy as anticipated, expose
the Company to increased competition or other challenges with respect to the Company’s products or
geographic markets, and expose the Company to additional liabilities associated with an acquired business,
technology or other asset or arrangement.

When the Company acquires cannabis businesses, it may obtain the rights to applications for licences as
well as licences; however, the procurement of such applications for licences and licences generally will be
subject to governmental and regulatory approval. There are no guarantees that the Company will
successfully consummate such acquisitions, and even if the Company consummates such acquisitions, the
procurement of applications for licences may never result in the grant of a licence by any state or local
governmental or regulatory agency and the transfer of any rights to licences may never be approved by the
applicable state and/or local governmental or regulatory agency.
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Additional Financing

The building and operation of the Company’s proposed facilities and businesses are capital intensive. In
order to execute the anticipated growth strategy, the Company will require some additional equity and/or
debt financing to support on-going operations, to undertake capital expenditures or to undertake
acquisitions or other business combination transactions. There can be no assurance that additional
financing will be available to the Company when needed or on terms which are acceptable. The Company’s
inability to raise financing to support on-going operations or to fund capital expenditures or acquisitions
could limit the Company’s growth and may have a material adverse effect upon future profitability.

If additional funds are raised through further issuances of equity or convertible debt securities, existing
shareholders could suffer significant dilution, and any new equity securities issued could have rights,
preferences and privileges superior to those of holders of the Shares. Any debt financing secured in the
future could involve restrictive covenants relating to capital raising activities and other financial and
operational matters, which may make it more difficult for the Company to obtain additional capital and to
pursue business opportunities, including potential acquisitions.

Competition

There is potential that the Company will face intense competition from other companies, some of which can
be expected to have longer operating histories and more financial resources and manufacturing and
marketing experience than the Company. Increased competition by larger and better financed competitors
could materially and adversely affect the business, financial condition and results of operations of the
Company.

Because of the early stage of the industry in which the Company operates, the Company expects to face
additional competition from new entrants. The demand for products may 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 research and development, marketing, sales and client support. The Company
may not have sufficient resources to maintain research and development, marketing, sales and client
support efforts on a competitive basis which could materially and adversely affect the business, financial
condition and results of operations of the Company.

Unfavourable Publicity or Consumer Perception

The Company believes the cannabis is highly dependent upon consumer perception regarding the safety,
efficacy and quality of the cannabis produced. Consumer perception of the Company’s products can be
significantly influenced by scientific research or findings, regulatory investigations, litigation, media attention
and other publicity regarding the consumption of cannabis products. There can be no assurance that future
scientific research, findings, regulatory proceedings, litigation, media attention or other research findings or
publicity will be favourable to the cannabis market or any particular product, or consistent with earlier
publicity. Future research reports, findings, regulatory proceedings, litigation, media attention or other
publicity that are perceived as less favourable than, or that question, earlier research reports, findings or
publicity could have a material adverse effect on the demand for the Company’s products and the business,
results of operations, financial condition and cash flows of the Company. Further, adverse publicity reports
or other media attention regarding the safety, efficacy and quality of cannabis in general, or the Company’s
products specifically, or associating the consumption of cannabis with iliness or other negative effects or
events, could have such a material adverse effect. Such adverse publicity reports or other media attention
could arise even if the adverse effects associated with such products resulted from consumers' failure to
consume such products appropriately or as directed.

Product Liability

As a manufacturer and distributor of products designed to be ingested by humans, the Company faces an
inherent risk of exposure to product liability claims, regulatory action and litigation if its products are alleged
to have caused significant loss or injury. In addition, the manufacture and sale of the Company’s products
involve the risk of injury to consumers due to tampering by unauthorized third parties or product
contamination. Previously unknown adverse reactions resulting from human consumption of the Company’s



-14 -

products alone or in combination with other medications or substances could occur. The Company may be
subject to various product liability claims, including, among others, that the Company’s products caused
injury or iliness, include inadequate instructions for use or include inadequate warnings concerning possible
side effects or interactions with other substances. A product liability claim or regulatory action against the
Company could result in increased costs, could adversely affect the Company’s reputation with its clients
and consumers generally, and could have a material adverse effect on the Company’s results of operations
and financial condition of the Company. There can be no assurances that the Company will be able to
obtain or maintain product liability insurance on acceptable terms or with adequate coverage against
potential liabilities. Such insurance is expensive and may not be available in the future on acceptable terms,
or at all. The inability to obtain sufficient insurance coverage on reasonable terms or to otherwise protect
against potential product liability claims could prevent or inhibit the commercialization of the Company’s
potential products.

Product Recalls

Manufacturers and distributors of products are sometimes subject to the recall or return of their products
for a variety of reasons, including product defects, such as contamination, unintended harmful side effects
or interactions with other substances, packaging safety and inadequate or inaccurate labeling disclosure.
If any of the Company’s products are recalled due to an alleged product defect or for any other reason, the
Company could be required to incur the unexpected expense of the recall and any legal proceedings that
might arise in connection with the recall. The Company may lose a significant amount of sales and may not
be able to replace those sales at an acceptable margin or at all. In addition, a product recall may require
significant Management attention. Although the Company has detailed procedures in place for testing
finished products, there can be no assurance that any quality, potency or contamination problems will be
detected in time to avoid unforeseen product recalls, regulatory action or lawsuits. Additionally, if one of the
Company’s significant brands were subject to recall, the image of that brand and the Company could be
harmed. A recall for any of the foregoing reasons could lead to decreased demand for the Company’s
products and could have a material adverse effect on the results of operations and financial condition of
the Company. Additionally, product recalls may lead to increased scrutiny of the Company’s operations by
Health Canada or other regulatory agencies, requiring further management attention and potential legal
fees and other expenses.

Conflicts of Interest

There are potential conflicts of interest to which the directors and officers of the Company will be subject in
connection with the operations of the Company. In particular, certain of the directors and officers of the
Company are involved in managerial and/or director positions with other companies whose operations may,
from time to time, be in direct competition with those of the Company. Any decision made by such directors
involving the Company will be made in accordance with their duties and obligations to deal fairly and in
good faith with the Company and such for other companies. In addition, such directors will declare, and
refrain from voting on, any matter in which such directors may have a conflict of interest.

Risk Related as a Going Concern

The ability of the Company to continue as a going concern is uncertain and dependent upon its ability to
achieve profitable operations, obtain additional capital and receive continued support from its shareholders.
Management of the Company will have to raise capital through private placements or debt financing and
proposes to continue to do so through future private placements and offerings. The outcome of these
matters cannot be predicted at this time.

Reliance on Key Personnel and Advisors

The success of the Company will be largely dependent upon the performance of its key officers,
consultants, and employees. The loss of their services may have a material adverse effect on the business
of the Company. There can be no assurance that one or all of the employees of, and contractors engaged
by, the Company will continue in the employ of, or in a consulting capacity to the Company or that they will
not set up competing businesses or accept positions with competitors. There is no guarantee that certain
employees of, and contractors to, the Company who have access to confidential information will not
disclose the confidential information.
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Licenses, Patents and Proprietary Rights

The Company’s success could depend on its ability to protect its intellectual property, including trade
secrets, and continue its operations without infringing the proprietary rights of third parties and without
having its own rights infringed.

COVID-19

The current outbreak of COVID-19 and any future emergence and spread of similar pathogens could have
an adverse impact on global economic conditions, which may adversely impact the Company’s operations,
and the operations of its suppliers, contractors and service providers, the ability to obtain financing and
maintain necessary liquidity, and the ability to market the Company’s products. The outbreak of COVID-19
and political upheavals in various countries have caused changes to traditional methods of conducting
business. While these effects are expected to be temporary, the duration of the business disruptions
internationally and related financial impact cannot be reasonably estimated at this time.

Similarly, the Company cannot estimate to what extent this outbreak and the potential financial impact may
extend to countries outside of those currently impacted. Travel bans and other government restrictions may
also adversely impact the Company’s operations and the ability of the Company to grow its business. In
particular, if any employees or consultants of the Company become infected with Coronavirus or similar
pathogens and/or the Company is unable to source necessary consumables or supplies, due to government
restrictions or otherwise, it could have a material negative impact on the Company’s operations and
prospects, including the complete shutdown of its marketing activities. The situation is dynamic and
changing day-to-day. The Company is exploring several options to deal with any repercussions that may
occur as a result of the COVID-19 outbreak.

OTHER MD&A REQUIREMENTS

Additional information related to the Company can be found on SEDAR at www.sedar.com.



