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EXPLANATORY NOTES 
 

Unless otherwise stated, the information in this Annual Information Form is stated as of December 31, 2020, and all 
references to the Corporation’s fiscal year are to the year ended December 31, 2020. In this Annual Information Form, the 
Corporation and its subsidiaries, The Flowr Canada Holdings ULC, The Flowr Group (Okanagan) Inc., Holigen Holdings 
Limited (“Holigen”), and Holigen’s subsidiaries and Terrace Global Inc. (“Terrace”), and Terrace’s subsidiaries are 
collectively referred to as the “Corporation” or “Flowr”, unless the context otherwise requires. 
 
Information contained on, or otherwise accessed through, the websites of the Corporation, www.flowrcorp.com and 
www.flowr.ca, shall not be deemed to be a part of this Annual Information Form and such information is not incorporated by 
reference herein and should not be relied upon by readers for the purpose of determining whether to invest in the Common 
Shares (as defined herein) or any other securities of the Corporation. 
 
Unless otherwise indicated, all charts, graphs, tables and figures are prepared by the Corporation’s management. 
 
Glossary 
 
Attached as Appendix “A” to this Annual Information Form is a comprehensive glossary of terms. Capitalized terms not 
otherwise defined in the body of this Annual Information Form shall have the meanings ascribed to such terms in the 
glossary. 
 
Trademarks 
 
This Annual Information Form includes trademarks that are protected under applicable intellectual property laws and are 
the property of the Corporation or its affiliates or licensors. Solely for convenience, the trademarks of the Corporation or its 
affiliates and/or licensors referred to in this Annual Information Form may appear with or without the ® or ™ symbol, but 
such references or the absence thereof are not intended to indicate, in any way, that the Corporation or its affiliates or 
licensors will not assert, to the fullest extent under applicable law, their respective rights to these trademarks. Any other 
trademarks used in this Annual Information Form are the property of their respective owners. 
 
Currency 
 
All references to “$” in this Annual Information Form refer to Canadian dollars, unless otherwise indicated.  
 
Market Data 
 
This Annual Information Form contains certain statistical data, market research and industry forecasts that were obtained, 
unless otherwise indicated, from independent industry and government publications and reports or are based on estimates 
derived from such publications and reports and management’s knowledge of, and experience in, the markets in which the 
Corporation operates. Industry and government publications and reports generally indicate that they have obtained their 
information from sources believed to be reliable, but do not guarantee the accuracy and completeness of their information. 
While the Corporation believes this data to be reliable, market and industry data is subject to variation and cannot be 
verified due to limits on the availability and reliability of raw data, the voluntary nature of the data gathering process and 
other limitations and uncertainties inherent in any statistical survey. The Corporation has not independently verified the 
accuracy or completeness of such information contained herein. In addition, projections, assumptions and estimates of the 
Corporation’s future performance and the future performance of the industry in which the Corporation operates are 
necessarily subject to a high degree of uncertainty and risk due to a variety of factors, including those described under the 
heading “Risk Factors” in this Annual Information Form. 

 

 

http://www.flowrcorp.com/
http://www.flowr.ca/
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION 

Certain statements contained in this Annual Information Form constitute “forward-looking information” within the 
meaning of applicable Canadian securities laws, which are based upon the Corporation’s current internal expectations, 
estimates, projections, assumptions and beliefs. Statements concerning the Corporation’s objectives, goals, strategies, 
intentions, plans, beliefs, expectations and estimates, and the business, operations, future financial performance and 
condition of the Corporation are forward-looking information. The words “believe”, “expect”, “anticipate”, “estimate”, 
“intend”, “may”, “will”, “would” and similar expressions, including the negative and grammatical variations of such 
expressions, are intended to identify forward-looking information, although not all forward-looking information contains 
these identifying words. These statements are not guarantees of future performance and involve known and unknown risks, 
uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in the 
forward-looking information. In addition, this Annual Information Form, may contain forward-looking information 
attributed to third-party industry sources. 
 
By their nature, forward-looking information involves numerous assumptions, known and unknown risks and uncertainties, 
both general and specific, that contribute to the possibility that the predictions, forecasts and projections that constitute 
forward-looking information will not occur. Such forward-looking information in this Annual Information Form speak only 
as of the date of this Annual Information Form. Forward-looking information in this Annual Information Form include, but 
are not limited to, statements with respect to: 
 

• the performance of the Corporation’s business and operations; 
• the Corporation’s strategies with respect to growing premium cannabis, attaining certain GMP) and 

manufacturing certifications and enforcing certain protocols; 
• the Corporation’s capital expenditure programs; 
• the future development of the Corporation, its growth strategy and the timing thereof; 
• the construction and expected completion of the facilities and projects in Kelowna, Portugal and Australia; 
• the acquisition strategy of the Corporation; 
• the estimated future contractual obligations of the Corporation; 
• the Corporation’s future liquidity and financial capacity; 
• the Corporation’s ability to satisfy its financial obligations in future periods; 
• the supply and demand for cannabis products and services similar to the Corporation’s products and services; 
• cost and/or pricing of the Corporation’s products; 
• the ability to establish and market the Corporation’s brands within its targeted markets; 
• the launch of new product offerings and that such product offerings will meet expectations of cannabis 

consumers; 
• the ability of Flowr to produce new product offerings that will deliver a customer experience including tastes 

and aroma; 
• the experience and skill set of Flowr’s management; 
• the retention of key personnel of the Corporation; 
• expectations regarding the Corporation’s ability to raise capital; 
• the Corporation having access to the additional financing as permitted under the ARCA (defined herein); 
• the Corporation’s treatment under government regulatory and taxation regimes;  
• the acquisitions of Holigen (defined herein) and Terrace (defined herein) representing a stepping stone for 

Flowr’s global cannabis strategy; 
• licensing with respect to the Corporation’s property and facilities; 
• the construction, production capacity, expected completion, as well as expected receipt and timing of 

regulatory and GMP licensing, as applicable, of the Corporation’s facilities in Canada, Portugal, Spain and 
Australia, including the timing of completion of: (i) the facilities of Terra Nova in Portugal; and (ii) the 
facilities of Holigen in Sydney, Australia; 

• the construction of additional facilities on the Kelowna Campus; 
• the Corporation ramping up production at Aljustrel in phases to match capacity with revenue potential of the 

expanding European medical cannabis market; 
• Certification of Flowr’s facilities by the applicable regulatory authorities.   
• the Hawthorne R&D Facility advancing cannabis cultivation techniques and systems; 
• the Hawthorne R&D Facility being North America’s first dedicated cannabis R&D facility focused on 

cultivation techniques and systems including growth media, nutrient formulations, irrigation and lighting 
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systems, plant generics and integrating growing systems;  
• the Shoppers supply agreement increasing sales for Flowr; 
• the Corporation’s ability to bring new strains to market: 
• foreign exchange fluctuations; 
• the Corporation’s international focus on construction of indoor and outdoor cultivation and processing 

facilities; 
• the Corporation’s plans to divest its interests in certain of its subsidiaries; 
• the Corporation’s net sales of all or any one of its products; and 
• the actual costs of savings from the Corporation’s restructuring initiatives, including with respect to its 

workforce. 
 

With respect to the forward-looking information contained in this Annual Information Form, the Corporation has made 
assumptions regarding, among other things: 
 

• the ability to develop and market future products; 
• timing to launch new products; 
• cost to develop and/or manufacture products; 
• operating cost estimates and yield trends for the Corporation; 
• inventory levels; 
• pricing for the Corporation’s products; 
• future market demand/trends; 
• gross profitability for products; 
• the ability of the Corporation to comply with its contractual obligations, including, without limitation, its 

obligations under debt arrangements; 
• the successful sale of products to third parties on terms favorable to the Corporation; 
• the ability of the Corporation to maintain key strategic alliances, and licensing and partnering arrangements, 

now and in the future;  
• the ability of the Corporation to complete construction of its facilities and obtain licensing on time or at all;  
• any delay in the construction and/or licencing of the facilities of the Corporation not being material; 
• the ability of the Corporation to maintain its distribution networks and distribute its products effectively despite 

significant geographic expansion; 
• the general regulatory environment in which the Corporation operates, including the areas of taxation, 

environmental protection, consumer safety and health regulation; 
• the timely receipt of any required regulatory approvals; 
• the ability of the Corporation to maintain and/or acquire regulatory licenses and remain in compliance with 

applicable regulations; 
• the general economic, financial, market and political conditions impacting the industry in which the Corporation 

operates; 
• the tax treatment of the Corporation and its subsidiaries and the materiality of legal proceedings; 
• the ability of the Corporation to achieve or increase profitability, fund its operations with existing capital, and/or 

raise additional capital to fund future acquisitions and/or development, including construction and licencing of 
the facilities of the Corporation; 

• the ability of the Corporation to acquire any necessary technology, products or businesses and effectively 
integrate such acquisitions; 

• reliance on third party suppliers to supply the Corporation with products required for its business on favourable 
terms; 

• the ability of the Corporation to generate sufficient cash flow from operations; 
• the availability of raw materials and finished products necessary for the Corporation’s products; 
• the impact of increasing competition; 
• the ability of the Corporation to obtain and retain qualified staff, equipment and services in a timely and efficient 

manner; 
• the ability of the Corporation to maintain and enforce the protection afforded by trade secrets or other intellectual 

property rights; 
• the ability of the Corporation to conduct operations in a safe, efficient and effective manner; 
• the ability of the Corporation to achieve lender financial covenants; 
• the results of continuing and future safety and efficacy studies by industry and government agencies related to 
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the Corporation’s products;  
• the ability of the Corporation to successfully market its products and services; 
• the Hawthorne R&D Facility not being North America’s first dedicated cannabis R&D facility focused on 

cultivation techniques and systems, and thus not providing the Corporation with an advantage on various R&D 
activities described herein; 

• Flowr’s focus on research and development to breed specific cannabis varieties to identify unique characteristics 
not improving and differentiating Flowr’s final products; 

• the actual costs of savings from the Corporation’s restructuring initiatives, including with respect to its 
workforce, not materializing and thus putting further strain on the Corporation’s financial resources; 

• the tax treatment of the Corporation and the materiality of legal proceedings; 
• the Corporation’s ability to divest its interests in certain of its subsidiaries on terms favourable to the 

Corporation; 
• the Corporation’s market assessment and business case justifying a live resin vape launch, but such launch not 

being successful thus resulting in a limited positive impact on the Corporation’s financial results and increased 
costs with no to little return on investment;  

• the duration and extent of the impact of the COVID-19 pandemic; and 
• the commercial and production impact of COVID-19 or any future pandemics. 

 
Forward-looking information contained in this Annual Information Form are based on the key assumptions described 
herein. Readers are cautioned that such assumptions, although considered reasonable by the Corporation, may prove to be 
incorrect. Actual results achieved during the forecast period will vary from the information provided in this Annual 
Information Form as a result of numerous known and unknown risks and uncertainties and other factors. The Corporation 
cannot guarantee future results. 
 
Risks related to forward-looking information include those risks referenced herein and in the Corporation’s other filings with 
the Canadian Securities Regulators. Some of the risks and other factors which could cause actual results to differ materially 
from those expressed in the forward-looking information contained in this Annual Information Form include, but are not 
limited to, the risk factors described above and included under the heading “Risk Factors” in this Annual Information Form. 
Forward-looking information contained in this Annual Information Form are based on the Corporation’s current plans, 
expectations, estimates, projections, beliefs and opinions and the assumptions relating to those plans, expectations, 
estimates, projections, beliefs and opinions may change. Management has included the summary of assumptions and risks 
related to forward-looking information included in this Annual Information Form for the purpose of assisting the reader in 
understanding management’s current views regarding those future outcomes. Readers are cautioned that this 
information may not be appropriate for other purposes. Readers are cautioned that the lists of assumptions and risk 
factors contained herein are not exhaustive. Neither the Corporation nor any other person assumes responsibility 
for the accuracy or completeness of the forward-looking information contained herein. 
 
Such forward-looking information are made as of the date of this Annual Information Form and the Corporation disclaims any 
intention or obligation to update publicly any such forward-looking information, whether as a result of new information, 
future events or results or otherwise, other than as required by applicable securities laws.  
 
All of the forward-looking information made in this Annual Information Form are expressly qualified by these 
cautionary statements and other cautionary statements or factors contained herein, and there can be no assurance that 
the actual results or developments will be realized or, even if substantially realized, that they will have the expected 
consequences to, or effects on, the Corporation. 
 
Actual results, performance or achievements could differ materially from those expressed in, or implied by, any forward-
looking information in this Annual Information Form, and, accordingly, investors should not place undue reliance on any 
such forward-looking information. New factors emerge from time to time and the importance of current factors may change 
from time to time and it is not possible for the Corporation’s management to predict all of such factors, or changes in such 
factors, or to assess in advance the impact of each such factors on the business of the Corporation or the extent to which 
any factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-
looking information contained in this Annual Information Form. 
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CORPORATE STRUCTURE 

 
Name, Address and Incorporation 
 
The Corporation was incorporated under the Business Corporations Act (Alberta) on June 1, 2016. On September 21, 2018, 
the Corporation completed a qualifying transaction under the TSX-V rules pursuant to a business combination agreement 
between The Flowr Corporation (as it existed prior to the qualifying transaction, “Flowr Privateco”), The Needle Capital 
Corp., a Capital Pool Company as defined in Policy 2.4 of the TSX-V (“Needle”) and 2652253 Ontario Inc., a subsidiary of 
Needle (“Needle Subco”), which resulted in a reverse takeover of Needle by the shareholders of Flowr Privateco (the 
“Qualifying Transaction”). In connection with the Qualifying Transaction, Flowr Privateco and Needle Subco amalgamated 
and the name of the amalgamated company was changed to The Flowr Group Inc. On September 25, 2018, the Corporation 
continued from being governed under the Business Corporations Act (Alberta) to being governed under the Business 
Corporations Act (Ontario). On January 1, 2019, the Corporation and The Flowr Group Inc. amalgamated with the name of 
the amalgamated company being “The Flowr Corporation”. The registered and head office of the Corporation is located at 
60 Adelaide Street East, Suite 1000, Toronto, Ontario, M5C 3E4. The Corporation’s Common Shares and Warrants issued 
in connection with the Bought Deal Financing are listed on the TSX-V under the symbols “FLWR” and “FLWR.WT” 
respectively.  
 
On August 19, 2019, the Corporation’s Articles were amended to designate the first series of preferred shares of the 
Corporation as “Series 1 Voting Convertible Redeemable Preferred shares” (the “Series 1 Preferred Shares”). 
 

GENERAL DEVELOPMENT OF THE BUSINESS 
 
Company History  
 
The Corporation, formerly known as Needle, was previously classified as a Capital Pool Company as defined in Policy 2.4 
of the TSX-V. The principal business of Needle was to identify and evaluate assets or businesses with a view to potentially 
acquire them or an interest therein in a manner that would constitute a qualifying transaction under TSX-V rules. 
 
On September 21, 2018, the Corporation completed the Qualifying Transaction pursuant to a business combination agreement 
between Flowr Privateco, Needle and Needle Subco, which resulted in a reverse takeover of Needle by the shareholders of 
Flowr Privateco. In connection with the Qualifying Transaction, Flowr Privateco and Needle Subco amalgamated and the 
name of the amalgamated company was changed to The Flowr Group Inc. On January 1, 2019, the Corporation and The 
Flowr Group Inc. amalgamated with the name of the amalgamated company being “The Flowr Corporation”.  
 
Prior to December 1, 2017, the business of the Corporation was originally undertaken solely by Cannatech Plant Systems 
Inc. (“Cannatech”), a British Columbia corporation. On December 1, 2017, a reorganization was completed that resulted in 
the limited partners of Flowco Services LP and Flowco Investments LP becoming shareholders of Flowr Privateco and Flowr 
Privateco having one direct subsidiary, The Flowr Canada Holdings ULC (“Flowr ULC”), a British Columbia corporation, 
and two indirect subsidiaries, The Flowr Group (Okanagan) Inc., formerly known as Cannatech (“Flowr Okanagan”) and 
Flowco Advisory LP (organized in Ontario).  Flowco Advisory LP is a dormant entity with no assets at this time. For a further 
description of the reorganization, see the Corporation’s consolidated financial statements for the years ended December 31, 
2020 and 2019 under the heading “Corporate Information”. 
 
The Corporation owns 100% of the issued and outstanding common shares of Flowr ULC and two U.S. shareholders own 
100% of the issued and outstanding class A preferred shares in the capital of Flowr ULC (the “Flowr ULC Class A Shares”). 
The Corporation’s interest in Flowr Okanagan is held through Flowr ULC, which owns 100% of the issued and outstanding 
shares in Flowr Okanagan. The Corporation also has a subsidiary, FlowCo Advisory LP, which is dormant. 
 
The Corporation owns 100% of the issued and outstanding equity interests in the capital of Holigen, which, among other 
entities, owns indirectly 100% of RPK Biopharma Unipessoal Lda. The Corporation has entered into a definitive agreement 
to sell TCann Pty Ltd., a subsidiary of Holigen, to an arm’s length third party purchaser. See “Formation of Strategic review 
Committee and Refocused Strategy”. 
 
The Corporation also owns 100% of the issued and outstanding equity interests in the capital of Terrace, which directly owns 
Oransur, S.A. (“Oransur”), a Uruguayan company, and Pharmabinoide S.L. (“Pharmabinoide”). The Corporation has 
entered into a definitive agreement to sell Terra Nova Produção e Comercialização de Produtos Natuis e Farmacêuticos, Lda 
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(“Terra Nova”), an indirect subsidiary of Terrace, to an arm’s length third party purchaser. The Corporation is also currently 
in the process of divesting its interests in Oransur. See “Formation of Strategic review Committee and Refocused Strategy”.  

 

 
 
Notes: 

1. Flowco Advisory LP (organized in Ontario) is a dormant, indirect subsidiary of The Flowr Corporation with no assets and is not depicted in this 
organizational chart. 

2. The Flowr Corporation holds 100% of the issued and outstanding common shares of The Flowr Canada Holdings ULC and two U.S. shareholders 
own 100% of the issued and outstanding class A preferred shares in the capital of The Flowr Canada Holdings ULC. 

3. The Corporation is currently in the process of divesting its interests in Oransur. See “Formation of Strategic review Committee and Refocused 
Strategy”. 

4. As of the date hereof, the Corporation has entered into definitive agreements to sell its interests in each of Tcann Pty Ltd. and Terra Nova 
Business Holdings, Inc. to arm’s length third party purchasers. See “Formation of Strategic review Committee and Refocused Strategy”. 

 
Significant Acquisitions 
 
Holigen 
 
On December 19, 2018, Flowr Okanagan entered into a licence agreement with certain subsidiaries of Holigen and loaned 
$6,000,000 to Holigen. On June 3, 2019, the Corporation completed an initial purchase from DFT Trading Limited of 180 
Ordinary “A” shares of Holigen for €1.00 per share and on June 18, 2019, the Corporation completed a subscription for an 
additional 72 Ordinary “A” shares of Holigen in satisfaction of the debt of $6,000,000 pursuant to the Holigen Agreement. 
After giving effect to the initial purchase and subscription, the Corporation owned 19.8% of the outstanding shares of Holigen 
on a fully diluted basis.  
 
On June 24, 2019 the Corporation entered into a share purchase agreement, as amended on July 10, 2019, July 22, 2019, July 
26, 2019 and August 16, 2019 (the “Holigen Purchase Agreement”) with Pleaides Trading Ltd. and DFT Trading Limited 
(the “Vendors”), and Pauric Duffy, Peter Comerford, Pleiades Holdings Ltd. and DFT Holdings Limited. (as guarantors) 
(together, the “Guarantors”) pursuant to which the Corporation agreed to acquire the remaining 80.2% interest in Holigen.  
On August 20, 2019 the Corporation completed the acquisition of the remaining 80.2% interest in Holigen (the “Holigen 
Acquisition”). Total consideration for the Holigen Acquisition included: (i) cash consideration of $6.3 million; (ii) issuance 
of 32,632,545 Series 1 Preferred Shares (“Consideration Shares”); (iii) the purchase of certain loans up to a maximum 
amount of $365,188.73; and (iv) the Corporation agreed to pay the aggregate amount of €1,378,106.53 to certain of Holigen’s 
creditors. 
 
On closing of the Holigen Acquisition, 3,263,255 Consideration Shares, in accordance with their terms, automatically 
converted into Common Shares. The remaining 29,369,290 Consideration Shares were delivered to a third party escrow agent 

The Flowr Corporation 
(Ontario)

Holigen Holdings Limited 
(Malta)

Holigen Limited 100% 
(Malta)

GreyCan Pty Ltd. 
(Australia)

Tcann Pty Ltd 
(Australia)

RPK Biopharma 
Unipessoal, Lda

(Portugal)

The Flowr Canada 
Holdings ULC1

(British Columbia)

The Flowr Group 
(Okanagan) Inc.

(British Columbia)

Terrace Global Inc.  
(Ontario)

Oransur, S.A.
(Uruguay)

Terra Nova Business 
Holdings Inc. 

(BVI)

Terra Nova Producao e 
Comercializacao de 

Productos Naturais e 
Farmaceuticos, LDA 

(Portugal)

Pharma Binoide S.L. 
Unipersonal 

(Spain)
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to be held in escrow and released therefrom in accordance with escrow agreements between each Vendor, the Corporation 
and the escrow agent dated August 20, 2019 (together, the “Escrow Agreement”). The escrow release depends upon the 
satisfaction of certain milestones. See “Description of Capital Structure.” 
 
In connection with the Holigen Acquisition, DFT Trading Limited and Mr. Duffy entered into a governance agreement with 
the Corporation on August 20, 2019 (the “Governance Agreement”). As of the date hereof, the Governance Agreement has 
expired pursuant to its terms. 
 
The Corporation filed a Form 51-102F4 Business Acquisition Report with respect to the Holigen Acquisition on its SEDAR 
profile on November 7, 2019. 
 
Terrace 
 
On December 22, 2020, the Corporation completed the acquisition of all the issued and outstanding common shares of Terrace 
(“Terrace Shares”) pursuant to a court-approved plan of arrangement (the “Terrace Arrangement”) under the provisions 
of the Business Corporations Act (Ontario). Pursuant to the Terrace Arrangement, shareholders of Terrace received 0.4973 
of a Common Share in exchange for each Terrace Share held and Flowr acquired ownership of 100% of the issued and 
outstanding Terrace Shares. In connection with the closing of the Terrace Arrangement, the Terrace Shares were delisted 
from the TSX-V.  
 
Following closing of the Terrace Arrangement, each of Pauric Duffy, Lyle Oberg, Karen Basian and David Miller resigned 
as directors of the Board and each of Jörg Cieslok, Michael Galego, Vincent Gasparro and Joanne Lee were appointed as 
directors of the Corporation. 
 
In connection with the Terrace Arrangement, the Corporation, Core Flow Canada Holdings Inc., Steven Klein and Vinay 
Tolia (together, the “Former Flowr Securityholders”) and certain shareholders of Terrace (together, the “Former Terrace 
Securityholders”) entered into a Nomination and Voting Agreement (the “Nomination and Voting Agreement”) pursuant 
to which the parties to the Nomination and Voting Agreement agree that: (a) so long as the aggregate voting interest 
beneficially owned or controlled by the Former Terrace Securityholders and their affiliates, collectively, is greater than or 
equal to 15%, the Corporation will, subject to the provisions of the Nomination and Voting Agreement, include three Former 
Terrace Securityholders’ nominees among the nominees for election to the Board of Directors at each meeting of shareholder 
of the Corporation at which directors are to be elected (“Directors Election Meeting”); (b) so long as the aggregate voting 
interest beneficially owned or controlled by Former Terrace Securityholders and their affiliates, collectively, is less than 15%, 
but greater than or equal to ten 10%, the Corporation will, subject to the provisions of the Nomination and Voting Agreement, 
include two Former Terrace Securityholders’ nominees among the nominees for election to the Board of Directors at each 
Directors Election Meeting; and (c) so long as the aggregate voting interest beneficially owned or controlled by Former 
Terrace Securityholders and their affiliates, collectively, is less than 10%, but greater than or equal to 5%, the Corporation 
will, subject to the provisions of the Nomination and Voting Agreement, include one Former Terrace Securityholders’ 
nomination among the nominees for election to the Board of Directors at each Directors Election Meeting.  In addition, each 
of the parties to the Nomination and Voting Agreement were granted certain Board of Directors observer rights. 
 
The Terrace Arrangement is not a “significant acquisition” within the meaning of National Instrument NI 51-102 – 
Continuous Disclosure Obligations and, accordingly, the Corporation has not filed a Form 51-102F4 Business Acquisition 
Report with respect to the Terrace Arrangement. 
 

DESCRIPTION OF THE BUSINESS 
 
General Description of the Business 

Flowr focuses on producing premium cannabis products for consumers throughout Canada, utilizing its purpose-built indoor 
and outdoor cultivation and processing facilities located in the city of Kelowna in the Okanagan Valley Region of British 
Columbia, Canada (the “Kelowna Campus”). Flowr is currently focused on producing, marketing and distributing premium 
dried cannabis flower products (i.e. packaged dried cannabis flower and pre-rolls) and intends to strategically offer new 
product formats such as vape products, as demand patterns evolve. The Corporation believes demand for new product formats 
will consistently grow and that many of these products are best when infused with ingredients derived from greenhouse 
and/or outdoor grown cannabis. On February 12, 2019, Flowr purchased a parcel of land adjacent to its current operations in 
Kelowna, which it is using for greenhouse and outdoor cultivation of cannabis for extraction and use in new product form 
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factors upon such form factors being regulated for sale (the “Flowr Forest”). The Flowr Forest is intended to cultivate 
cannabis for extraction and use in new classes of cannabis upon regulation of the new classes of cannabis for commercial 
production and sale. Flowr believes that the demand for premium cannabis products in Canada will continue to grow, and it 
intends to continue to focus on providing customers with access to clean, consistent, terpene-rich products produced at the 
Kelowna Campus. 

The Corporation is focusing its international efforts on the construction of an indoor cultivation and processing facility in 
Sintra, Portugal, and a large-scale outdoor cultivation site in Aljustrel, Portugal. The Sintra site is an indoor cultivation, 
extract processing and finished product packaging facility. Construction of the facility is substantially completed. Having 
obtained its EU GMP certification in Q1 2020, Holigen is positioned to distribute its medicinal product to other European 
countries that allow the sale of medicinal cannabis. The Aljustrel site is a 7,000,000 square foot outdoor site which recently 
completed the first large scale outdoor cannabis cultivation project in the EU. Approximately 1 million square feet of 
cultivation land was planted in second and third quarter of 2020, the majority of which was harvested in October 2020.  

In Australia, Holigen through its subsidiary TCann, is licensed to cultivate and manufacture medical cannabis products, and 
was granted GMP approval by the Therapeutic Goods Administration for labelling, secondary packaging and release for 
supply in November 2018. The Corporation’s facilities located on the outskirts of Sydney, Australia are comprised of three 
flowering rooms of 1,280 square feet each, designed and built to meet regulatory TGA and GMP requirements. In April 2021, 
the Corporation sold the interest in TCann following a strategic review of the Corporation’s non-core licenses.  Refer to 
“Formation of Strategic Review Committee and Refocused Strategy” below.     

Terra Nova, which the Corporation acquired through the acquisition of Terrace, is an applicant for an authorization to 
cultivate, import and export medical cannabis in Portugal and throughout Europe, where such activities are lawful. Terra 
Nova has leased a 10 acre site in Pinhal Novo, Palmela, Portugal for a period of seven years. In December 2018, the National 
Institute of Pharmacy and Medicine (“INFARMED”), the governing regulatory body in Portugal, issued a declaration to 
Terra Nova confirming the compliance with the applicable law concerning the construction of up to a 350,000 sq. ft. 
greenhouse and 2.5 acres of outdoor cultivation, whereby after the construction of the site facilities, INFARMED shall inspect 
Terra Nova’s site and facilities after the satisfaction of which the final license will be issued. During 2021, following a 
strategic review of the Corporation’s non-core licenses, the Corporation decided to divest its interest in Terra Nova.  Refer 
to “Formation of Strategic Review Committee and Refocused Strategy” below.     

The foundation of the Corporation’s strategy is its operating team’s extensive indoor cannabis cultivation and production 
expertise. Flowr believes that growing high quality cannabis economically at scale is challenging. It requires expertise in 
multiple areas, including plant genetic development, facility design and operations, cultivation operations and post-
cultivation processes. This is particularly true in markets with stringent regulatory controls, such as those prescribed by 
Health Canada in Canada, which sets exacting standards for product cleanliness and quality. Flowr’s cultivation and operating 
team members are highly experienced in cultivating high quality cannabis at scale and have amassed significant experience 
in the design, construction and operation of numerous cannabis production facilities in Canada, which were built to comply 
with a variety of stringent regulatory predecessors to the Cannabis Act, including the MMAR, MMPR and the ACMPR. 
Flowr’s team includes experienced engineering and construction experts and a host of cannabis-focused research and 
development professionals. 

The Corporation believes that its Canadian operating team’s expertise is highly transferable to other regulated cannabis 
markets and will provide a competitive advantage for successful entry into new markets. The Corporation’s operating team’s 
experience to date has been focused on the design, construction and operation of indoor cannabis cultivation facilities and 
Flowr believes that this expertise can be transferred to greenhouse and outdoor cultivation facilities at both the Flowr Forest 
and Holigen’s operations in Portugal. 

As at December 31, 2020, the Corporation had 186 employees. On March 23, 2020, the Corporation announced that it had 
restructured approximately 25% of its workforce globally, as part of a comprehensive review of its operations to reduce costs 
and focus on cash flow generation, with the aim of becoming cash flow positive in 2020. 

Formation of Strategic Review Committee and Refocused Strategy 

In 2021, the Board of Directors of the Corporation appointed a Strategic Review Committee led by independent director 
Joanne Lee with a view to evaluating options for non-core assets and to develop a strategy for reducing selling, general, and 
administrative (SG&A) expenses at the Corporation. On April 14, 2021, the Corporation announced the results of the strategic 
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review process designed to: (i) reduce corporate overhead and headcount; (ii) dispose of non-core assets, including 
duplicative licenses in the E.U.; and (iii) implement further cost savings strategies with a view to preserving cash and cash 
equivalents.  The key opportunities identified and implemented resulting from the strategic review included: 

Cost Reductions 

• The Strategic Review Committee identified corporate overhead reduction opportunities that were additional to the 
corporate restructuring implemented in March 2020 which reduced headcount by 25%, resulting in SG&A 
reductions of approximately $2 million per year.  The Corporation has also determined to have the majority of senior 
level executive positions relocate to its facilities in Kelowna, British Columbia with relocations expected in the 
second quarter of this year.   

• The Toronto office will be closed and most key management personnel positions will be relocated to Kelowna.  The 
Corporation has successfully implemented remote working – as a result, all remaining Toronto employees will 
continue to work remotely.  The Corporation is in the process of sub-leasing its Toronto office.   

• 75% of the Corporation’s multiuse facility located in Kelowna will be sub-subleased which is expected to result in 
annualized cash flow savings of up to approximately $500,000 per year.  The Corporation will continue to use a 
portion of the building for dock warehousing needs. 

Non-Core Licenses and Assets 

• The Corporation will be exiting all non-core jurisdictions, including Australia, Uruguay and Spain, given the slower 
than anticipated pace of cannabis regulatory development in these markets and consequently, the slower 
development of variable near-term commercial channels.   

• On April 26, 2021, the Corporation entered into a share sale and purchase agreement with an arm’s length third 
party with respect to the sale of TCann for cash considerations of approximately $483,000 (AUD 500,000), with the 
transaction expected to be completed on or before the end of May 2021.  Upon completion this sale will represent 
the Corporation’s exit from the Australian medical cannabis market and there will be no further operating or capital 
expenses directed towards those operations post-closing. 

• Additionally, during 2021 the Corporation entered into an agreement to sell Terra Nova, which holds a pre-license 
authorizing it to construct a medical cannabis greenhouse facility in Portugal.  The purchaser of Terra Nova has 
assumed all of the obligations of Terra Nova and allowed for Flowr to regain a 10% equity interest in the event 
certain milestone occur.  In addition, Flowr has terminated the call option agreement between Terrace and Inception 
Investment Corp., such that Terrace will no longer seek to acquire an equity interest in the recreational cannabis 
business in Uruguay.  The Corporation is also in the process of divesting its interest in Oransur, S.A., an indirect 
wholly-owned subsidiary, which was a hemp operator in Uruguay.  Under the terms of the agreement, Flowr will 
be allowed to regain a 10% equity interest in the event certain milestones occur.  

• Overall, the exit or disposition of these businesses and assets are expected to save the Corporation over $1 million 
on an annual basis.  

• The Strategic Review Committee has identified approximately 4 acres of industrial land in Kelowna that is non-core 
to the business and currently vacant.  The value of these lands is estimated to be at least between $4-5 million.  In 
addition, the Corporation has certain large-scale extraction manufacturing equipment with market value of 
approximately $1 million.  Lastly, the Corporation owns approximately 6 hectares of industrial land in Aljustrel, 
Portugal with fair market value estimated to be in excess of $1 million. 

Cash Preservation Initiatives 

• The Corporation’s marketing firm of record, Zerotrillion Ltd. (“Zerotrillion”), has agreed a Shares for Services 
Agreement whereby it will accept approximately $310,000 of its fees payable in common shares in the capital of 
the Corporation, subject to the approval of the TSXV.   
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• In an effort to preserve cash and further alignment directors and employees with the Corporation, the Corporation 
has implemented a program whereby employees may take up to 20% of their base salary in RSUs.  In addition, the 
Board of Directors has agreed to receive 50% of its director fees payable in RSUs. 

Products 

Flowr is focused on producing high quality and high-THC products for the Canadian recreational dried flower market. Led 
by the Corporation’s BC Pink Kush and the recently launched BC Black Cherry Punch strains, Flowr is cultivating high-
THC products and aims to launch several new high-THC strains in calendar year 2021. Flowr’s business plan is focused on 
short-term profitability with premium dried flower in Canada; once profitable, Flowr will be in position to drive growth by 
re-investing into key product opportunities and international markets. 

In Europe, Flowr expects to produce cannabis that can be converted and formulated into high quality APIs across indoor, 
greenhouses and outdoor facilities in Portugal. The acquisition of Holigen also provided a global distribution platform for 
APIs and finished goods across the European markets where regulations permit. In addition, Holigen’s Sintra facility is 
designed to house several production, manufacturing and packaging lines. In 2021, Holigen expects revenue from tolling 
operations, storage and ancillary services to other licensed producers in Portugal and from the sale of GMP grade biomass. 

Key Markets 

In the near term, Flowr is focused on producing indoor-grown premium dried cannabis flower product for “Cannabis 
Connoisseur” recreational consumers primarily under the Flowr® brand in Canada. Once profitable, the Corporation intends 
to leverage its premium dried flower business to drive future growth opportunities, including in international markets.  

Canadian Recreational Market 

Flowr believes that demand for premium high quality cannabis flower in Canada will continue to outstrip supply for the 
foreseeable future. Because of the widely-reported challenges in production, certain federal cannabis licence holders have 
shifted resources toward building cultivation infrastructure requiring a lower degree of expertise to build and operate, but 
consequently produces lower quality cannabis. Flowr believes the majority of planned industry capacity in Canada is expected 
to come from greenhouses, which could result in a supply glut of lower quality cannabis and a shortage of high-quality 
cannabis. 
 
The Corporation believes that high quality cannabis will continue to command a price premium (where the variation’s price 
is at least 20% higher than the average of its peers) over the near to medium term. In Canada, premium products have steadily 
risen over the past twelve months and now consistently account for over 20% of total sales across provinces based on third-
party proprietary data.  Flowr believes that this shows a sustainable willingness of consumers to pay premium prices for 
higher quality cannabis. 
 
The Corporation’s strategy within the Canadian recreational market focuses on developing high quality and high-THC dried 
cannabis flower and pre-roll products offered under the Flowr® brand. While new product formats derived from extracts, 
such as edibles and concentrates, are surging in popularity in mature markets outside of Canada, combustible products 
continue to experience strong sales growth in absolute terms and remain the predominant format used by consumers for 
recreational use. The Corporation’s current strategy is to focus on maintaining its brand identity associated with premium 
combustible products and continue to evaluate opportunities presented by other form factors.   
 
Flowr’s target customer is what it defines as the “Cannabis Connoisseur”. Flowr believes these consumers are more 
knowledgeable and consider themselves to be a trusted source of information for friends and family on cannabis.  According 
to the Colorado Department of Revenue, frequent users (who consume cannabis more than 20 days per month) comprise 
approximately 27% of cannabis consumers but consumed over 80% of the volume of cannabis products sold in 2017 in the 
state of Colorado, which is considered a mature recreational market. The Corporation believes that premium product quality, 
as defined by a rich sensory experience, consistent psychoactive effects, and robust terpene profiles, is essential to frequent 
consumers’ purchasing decisions and will continue to command a sustainable price premium in the market.  Flowr believes 
that by consistently delivering high quality and high-THC cannabis products, the Corporation will develop a relationship of 
trust with its consumers and establish a premium brand position, which can be directly extended to premium derivative 
products such as vapes, infused beverages, capsules and edibles. 
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The Corporation believes that premium dried cannabis flower will remain the largest Canadian recreational market segment. 
Given that the chemical composition of the cannabis flower is highly dependent on precise control over every facet of the 
environmental conditions in which it is grown, Flowr believes that high quality dried cannabis flower can only be produced 
in purpose-built indoor facilities such as its K1 Facility (as defined below). The Corporation therefore produces its dried 
cannabis flower products exclusively through indoor growing facilities designed to GMP standards, with small, self-
contained flowering rooms that can isolate any potential pathogens as well as provide unique environmental conditions 
specifically calibrated to produce the fullest expression of the potential of each cultivar. 

In Canada, Flowr’s products are distributed through supply agreements or arrangements with liquor control authorities, 
distributors or directly with retailers, as applicable (see “Regulatory Framework - Canada - Provincial Regulatory 
Framework”) in the provinces of Ontario, Alberta, British Columbia, Nova Scotia, Quebec, Manitoba, and Saskatchewan. 
Flowr’s current provincial distribution agreements and arrangements will address approximately 70% of the Canadian 
population. 

 European Markets 

Through Holigen, Flowr has established a local presence in the rapidly growing European region. The Corporation believes 
that Flowr’s ecosystem of cultivation techniques, design of GMP compliant facilities, and operational expertise established 
in the Canadian market will enable it to capture market share internationally through Holigen. The Corporation’s medical 
cannabis products are expected to be offered under the Holigen brand and will be supplied through Holigen’s facilities based 
in Sintra and Aljustrel, Portugal. In accordance with European regulations, the Corporation intends to operate GMP-certified 
production facilities in Portugal, with the Sintra facility recently receiving EU GMP certification.  The Corporation believes 
that the indoor growing, extraction and processing facility at the Sintra site will be a significant point of differentiation for 
Flowr.  As the market evolves, the Sintra facility will allow Holigen to supply high quality cannabis to the European markets 
as well as conduct R&D.  Pursuant to the Profit Sharing Agreement (defined below), the capital improvement and 
expenditures at Holigen’s Aljustrel site have been substantially completed.  The outdoor cultivation and processing site at 
Aljustrel provides Flowr with additional options to grow and produce low-cost cannabis products for the European market.    

Production 

Flowr’s PhD-led plant genetics research and development program is aimed at breeding new varieties of plants to meet the 
needs of specific customer preferences based on the success of the cultivars it sells.  The Corporation’s development team 
includes leading product development and scientific executives, including the first North American recipient of a PhD in 
research focused on cannabis production.  

In addition, an objective of the Corporation is to develop new and/or improved cannabis cultivars with genetics intended to 
optimize levels of production.  Accordingly, Flowr has entered into an agreement pursuant to which Flowr, along with the 
Hawthorne Gardening Company (“Hawthorne”), a subsidiary of The Scotts Miracle-Gro Company, has completed a 50,000 
square foot research and development facility located at the Kelowna Campus which was commissioned in October 2020. 
Flowr believes that this commercial laboratory will allow the Corporation to develop and refine new products and cultivation 
techniques, leveraging Hawthorne’s decades of experience with growing techniques and growing products. 

Terpene Profiles, THC and Irradiation  

As part of strain selection, and in its overall approach to producing premium cannabis, the Corporation focuses on achieving 
industry-leading terpene levels responsible for producing rich tastes and aromas.  Terpenes are also thought to be important 
for the “entourage effect” by which multiple components of cannabis interact to create a psychoactive effect. The 
Corporation, therefore, believes that preserving the terpene profile of its products is an important differentiating factor in 
producing premium products. In addition, given the demand for high-THC products, the Corporation continues to focus on 
its flagship BC Pink Kush and the recently launched BC Black Cherry Punch strains, and   

Like other licensed producers, in order to comply with Health Canada’s stringent requirements the Corporation treats some 
of its products with irradiation, a “kill step” used to eliminate microbial contamination.  However, unlike its peers – the vast 
majority of whom, according to MJ Observer, routinely use irradiation to comply – the Corporation has a strategic focus on 
reducing and ultimately eliminating the need for irradiation, because of the negative effect of irradiation on terpenes and the 
potential for residual mycotoxins.  A 2016 study conducted by the peer-reviewed journal Frontiers in Pharmacology found 
that the use of irradiation on cannabis measurably reduced multiple terpenes, in some cases by as much as 38%, potentially 
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compromising its efficacy for medical customers, and its psychoactive effect, tastes and aromas for recreational customers. 

Through exercising a high degree of control over the environment in which it grows its cannabis at the K1 Facility, Flowr 
has been able to produce certain batches of products without the use of irradiation.  Through continued refinement of its 
design and construction capability, through the experiences of the Flowr operational team, the Corporation intends to reduce 
and potentially eliminate the use of irradiation.  Moreover, in designing its current facility to GMP standards (see “Canadian 
Facilities” below), Flowr believes that the cleanliness of such operations can further improve the ability of the Corporation 
to produce cannabis that is not affected by the growth of pests and bacteria, and thus not requiring irradiation. 

Facilities 

Target 
Markets 

Highlights Facility/ 
Location 

Expected 
Operational Date / 
Status of Project  

Type Est. 
Capacity 

(1)  

Canada Premium-quality indoor product 

Kelowna 1 Operational Indoor 10,000kg 

Flowr Forest Operational Out-door/ 
Greenhouse 10,000kg 

Haw- 
thorne R&D Facility Operational R&D N/A 

Europe 

Low-cost production at 
significant scale 

EU-GMP approved 

Sintra Operational Indoor + 
R&D 1,800kg 

Aljustrel Operational Outdoor 500,000kg 

Terra Nova TBD(2) Outdoor/Gre
enhouse 4,000kg(3) 

Outdoor industrial hemp Pharma- 
Binoide Not operational(2) Outdoor N/A 

Australia GMP-certified export gateway 

Sydney Phase 1 TBD(2) Indoor 1,000kg 

Sydney Phase 2 TBD(2) Indoor + 
R&D TBD 

Uruguay Outdoor industrial hemp Oransur Not operational(2) Outdoor N/A 

 

Notes: 
(1) For labeling, secondary packaging and release for supply. The current cultivation capacity approximates the maximum cultivation capacity as a result 

of the Corporation’s cultivation facilities being materially completed and commissioned.  
 

(2) In the process of being divested (refer to “Formation of Strategic Review Committee and Refocused Strategy”.     
 

(3) Estimated capacity, subject to final licensing, zoning and permitting. The estimated capacity reflects the facility’s potential production capacity when 
fully completed/built-out and operational, based on targeted yields and maximum growing capacity where applicable, and includes both dried cannabis 
flower and dried cannabis flower equivalents. 

 
Canadian Facilities 
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Flowr’s Canadian cultivation assets are located at its Kelowna Campus in Kelowna, British Columbia. Flowr Okanagan 
operates an 85,000-square-foot GMP designed cultivation facility at the Kelowna Campus (the “K1 Facility”), as well as the 
Flowr Forest. Flowr Okanagan is a holder of a Standard Cultivation, Standard Processing and Sale for Medical Purposes 
licence to produce and sell cannabis products and a Standard Cultivation licence for the Flowr Forest (collectively, the 
“Licences”). The Licences, as applicable, authorize Flowr to cultivate, process and sell cannabis products under the Cannabis 
Act and the Cannabis Regulations. In Canada, Flowr carries on its current indoor cultivation operations from the K1 Facility 
and outdoor cultivation operations from the Flowr Forest.  
 
Flowr’s operational team has significant experience in designing and building cannabis cultivation facilities and in cultivating 
cannabis plants, which has allowed the Flowr team to design and control the K1 Facility’s cultivation environment. 
Accordingly, the K1 Facility features industry-leading climate control, lighting, cultivation systems, and other proprietary 
trade secrets that aid the realization of operational efficiencies and maximized yields. The K1 Facility is built with small, 
self-contained flowering rooms, which in addition to allowing Flowr to isolate any potential pathogens, enable the 
Corporation to create unique environmental conditions specifically designed to produce the fullest potential of each cultivar 
to maximize yields.  
 
Flowr leases the K1 Facility pursuant to a lease expiring November 30, 2041, with an option to extend the term of the lease 
as well as an option to purchase the K1 Facility pursuant to the terms of the lease. 

At maximum operational efficiencies, Flowr expects the K1 Facility to produce 10,000 kilograms of premium cannabis 
flower on an annualized basis. To the extent the Corporation has available working capital and demand for products continues 
to grow, the Corporation may decide to construct additional facilities in Canada.  In July 2019, Flowr received its license to 
begin cultivation of the Flowr Forest.  In the fourth quarter of 2019, the Corporation completed its first outdoor and 
greenhouse harvest from Flowr Forest, which yielded approximately 1,284 dry kilograms from the outdoor fields and 1,905 
dry kilograms equivalent from the greenhouses. Following a Health Canada review of a regulatory interpretation, Company 
proceeded to dispose of the Flowr Forest inventory in the fourth quarter of 2020.  The review has no impact on the 
Corporation’s licenses nor to future operations related to the use of Flowr Forest to produce cannabis. The Corporation is 
currently evaluating cultivation and production plans with respect to Flowr Forest.    

Europe 

The Sintra facility in Portugal is a 21,500 square feet facility for cultivation, processing, GMP manufacturing and R&D 
operations.  Through the funding provided under the Profit Sharing Agreement with Terrace during 2020, the Sintra facility 
is now substantially complete.  Holigen has been granted a cultivation license for its Sintra indoor facility which currently 
has mother plants growing and has applied for a license to manufacture and distribute cannabis at Sintra.  

The Aljustrel site is a 7,000,000 square foot outdoor site in Aljustrel, Portugal, which recently completed the first large scale 
outdoor cannabis cultivation project in the European Union. Approximately 1 million square feet of cultivation land was 
planted in second and third quarter of 2020, the majority of which was harvested in October 2020. The Aljustrel site was 
recognized as a Project of National Interest (“PIN”) by Agência para o Investimento e Comércio Externo de Portugal. To 
receive the PIN designation, Holigen was required to fulfill certain conditions, including, certain investment and job creation 
requirements. In addition, the Comissão Permanente de Apoio ao Investidor requested opinions from other government 
entities involved in the process, including the Mayor of Aljustrel, INFARMED and Direção-Geral de Agricultura e 
Desenvolvimento Rural, each of which supported awarding the PIN designation. Recognition as a PIN by the Portuguese 
government provides Holigen with the ability to fast-track through regulatory licensing processes and potential access to 
funding.  
 
The Corporation also owns certain non-core assets in the aggregate of approximately between $6 to $7 million in market 
value comprised of land in Canada and Portugal, extraction equipment, and other non-core equipment.  These non-core assets 
are on care and maintenance for the time being. 
 
Manufacturing Certifications 
 
The K1 Facility is designed to be compliant with GMP, including the requirements of the ICH. ICH Good Manufacturing 
Practices are the standards and procedures that pharmaceutical companies must adhere to in manufacturing products in North 
America. The ICH Good Manufacturing Practices exceed the good pharmacy practice standards required by Health Canada 
for growing and cultivating medical cannabis. The K1 Facility was assessed by Orion GMP Solutions to determine whether 
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its production processes meet the ICH Good Manufacturing Practices requirements. Based on the results of Orion GMP 
Solutions’ audit, Flowr plans to remediate the audit findings when liquidity permits it to do so and, if the Corporation deems 
it advantageous to do so, apply for GMP certification of the K1 Facility. If obtained, this certification will signify that Flowr’s 
production practices meet stringent pharmaceutical manufacturing requirements that are internationally harmonized in 17 
countries including the United States, Canada, Singapore, Japan, Australia and several European nations. 
 
Extraction Market 
 
In the fourth quarter of 2019, the Corporation completed its first outdoor and greenhouse harvest from Flowr Forest, which 
became operational by way of a second site license obtained from Health Canada in July 2019. The first harvest yielded 
approximately 1,284 dry kilograms from the outdoor fields and 1,905 dry kilograms equivalent from the greenhouses.  In the 
fourth quarter of 2019, the Corporation financially impaired all Flowr Forest inventory pending a Health Canada review of a 
regulatory interpretation.  Based on the outcome of the review which was finalized in the third quarter of 2020, the 
Corporation disposed of the Flowr Forest inventory in the fourth quarter of 2020.  The review will have no impact to the 
Corporation’s licenses nor to future operations related to the use of Flowr Forest to produce cannabis.  The Corporation is 
assessing its strategic alternatives with regards to the Flowr Forest operations. 
 
Competitive Environment 

In addition to other licensed producers currently operating, the Corporation expects that Health Canada will continue to grant 
new licenses to process, cultivate and sell cannabis and, therefore, the total number of licensed producers will increase. As 
such, the Corporation believes that it will face ongoing and increased competition from other licensed producers. Further, as 
the number of licensed producers increases, the supply of cannabis from licensed producers may exceed demand. The 
Cannabis Act also permits individuals to grow a limited number of cannabis plants for personal use. For further details on 
how cannabis may be produced and distributed in Canada see “Regulatory Framework – Canada” of this Annual Information 
Form. 

Key Distribution Channels  

Recreational Market 

Flowr has key distribution agreements with some of the largest Canadian provincial boards including Ontario, Alberta, British 
Columbia, and most recently Quebec, and distribution arrangements in Saskatchewan, Nova Scotia and Manitoba. The 
Corporation will continue to optimize its distribution network to enhance the brand value of its products while selecting retail 
partners as regulations change in individual provinces.  In the first half of 2020, the Corporation relaunched its recreational 
brand under the Flowr™ brand, which included a dedicated website for such products at www.flowr.ca.  The Flowr™ brand 
is rooted in Flowr’s deep experience in cannabis cultivation and its roots to the underground. 

Medical Market 

In January 2019, Flowr announced that it had entered into an agreement to supply medical cannabis to Shoppers on a purchase 
order basis, with a term of three (3) years, and a two (2) year renewal option. In addition, in the first quarter of 2019, Shoppers’ 
new e-commerce site became the direct-to-patient online provider of FlowrRx® products in Canada. Flowr continues to work 
with Shoppers as Shoppers develops its customer base and distribution network.  To date, Flowr’s sales to Shoppers have 
been immaterial, as Shoppers focuses on the foregoing customer and distribution aspects of its business. 

Recent Events 
 

Holigen Acquisition 
 
On August 20, 2019, Flowr completed the Holigen Acquisition. See “General Development of the Business – Significant 
Acquisitions – Holigen”. 
 
ATB Credit Facilities 
 
On November 18, 2019, Flowr closed a credit facility from a syndicate of lenders led by ATB Financial (“ATB”) and 
including Farm Credit Canada (the “Lenders”) and entered into a credit agreement of the same date with ATB Financial, as 

http://www.flowr.ca/
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Administrative Agent and the Lenders (the “Credit Agreement”). The $25 million facilities consist of a $24.5 million 
recapitalization term facility and a $500,000 revolving operating credit facility (the “ATB Credit Facilities”). Pursuant to 
conditions of the Credit Agreement, Flowr received a first tranche of funding of approximately $20.05 million on closing, 
and made a second and final drawdown of approximately $3.2 million on February 27, 2020 and a drawn down of the entire 
revolver on February 27, 2020. The ATB Credit Facilities have a maturity date of three (3) years. The applicable margins for 
the ATB Credit Facilities are subject to certain performance-pricing grids, as well as certain standby fees. The Corporation 
is subject to customary financial and restrictive covenants under the terms of the Credit Agreement. 
 
In connection with the 2020 Private Placement (as defined below), the Corporation and ATB agreed to amend the terms of 
the Credit Agreement (the “Amending Agreement”). The Amending Agreement provides, among other things, the 
following: 
 

• the $3.5 million cash collateral account put into place on the closing of the Credit Agreement will be used to 
permanently paydown the credit facilities under the Credit Agreement on a pro-rata basis; 

• the inclusion of certain cash-flow reporting requirements and additional certification requirements; 
• the reduction of certain baskets under the Credit Agreement, including permitted financial assistance and permitted 

investment baskets being reduced from $15 million to $9.5 million; and 
• for the entering into of a subordination agreement between the senior lenders under the Credit Agreement and the 

debentureholders under the 2020 Private Placement. 
 
Subsequent to the Amending Agreement and in connection with the acquisition of Terrace, on December 18, 2020, the 
Corporation entered into an Amended and Restated Credit Agreement (“ARCA”) with ATB.  The ARCA provided for 
additional covenant flexibility for the Corporation such that the only financial covenants in place until the fourth quarter 
of 2021 are for the Corporation to maintain a senior debt to tangible net worth ratio of greater than 1.3:1 and a minimum 
cash holding of $3.5 million. In addition, the ARCA allows for the Corporation to prepay the ARCA by $5 million, at 
which point this covenant relief will be extended for an additional year and the maturity of the loan would be extended for 
an additional year. The Corporation is currently in compliance with the covenants and the Corporation is not aware of any 
factors that would reasonably affect the Corporation’s ability to comply with these covenants in the near future. 
 
2020 Private Placement 

On April 27, 2020, the Corporation closed a non-brokered private placement for gross proceeds of approximately $20 million 
(the “2020 Private Placement”). The offering consisted of units of the Corporation (the “Private Placement Units”) at a 
price of $1,000.00 per Private Placement Unit. Each Private Placement Unit consists of one subordinated secured debenture 
of the Corporation (each, a “Debenture”), convertible into 1,724 Common Shares at a conversion price of $0.58 and 1,724 
Common Share purchase warrants (each, a “2020 Warrant”) with an exercise price of $0.76.  

Each Debenture is comprised of CAD$1,000.00 principal amount of convertible debentures of the Corporation. The 
Debentures bear interest at a rate of 10.0% per annum from April 27, 2020 (the “2020 Closing Date”), calculated semi-
annually in arrears on June 30 and December 31 of each year. Interest will, subject to TSX-V approval, be paid annually in 
Common Shares and paid on December 31 of each year, with the last interest payment to be paid on the fourth anniversary 
of the Closing Date (the “Maturity Date”). Subject to TSX-V approval, the conversion price with respect to the Common 
Shares issued as payment in kind on account of interest shall be the market price of the Common Shares on the business day 
immediately prior to the conversion date of such interest payment. Notwithstanding the foregoing, in the event that the TSX-
V does not approve the payment of interest in Common Shares for any particular interest payment period, such interest shall 
instead be paid in cash pursuant to the debenture indenture entered into between the Corporation and the debentureholders.  

The Debentures are convertible into Common Shares at the option of the debentureholder at any time and from time to time 
prior to the Maturity Date upon such holder providing five (5) business days’ notice to the Corporation. The conversion price 
with respect to the Common Shares issued upon conversion of Debentures is $0.58 per Common Share. Debentureholders 
converting their Debentures will be entitled to receive accrued and unpaid interest thereon for the period from and including 
the date of the latest interest payment date, to and including the date of conversion. 

Any outstanding principal amount of the Debentures not converted prior to the Maturity Date will be repaid by the 
Corporation, at the election of the holders of the Debentures, in cash or Common Shares on the Maturity Date. 

Each 2020 Warrant entitles the holder thereof to acquire one Common Share (each, a “2020 Warrant Share”) at an exercise 
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price of $0.76 per 2020 Warrant Share (the “Exercise Price”) for a period of 36 months from the Closing Date (the “Expiry 
Date”). Any 2020 Warrants not exercised prior to the Expiry Date shall be deemed to be void and of no further force and 
effect. 

The Corporation’s Chairman & Chief Strategist Steve Klein and former Chief Executive Officer Vinay Tolia led the 2020 
Private Placement with commitments in excess of $10 million. A material change report in respect of the 2020 Private 
Placement was filed less than 21 days before the 2020 Closing Date, which the Corporation believed was reasonable in the 
circumstances in order to facilitate an expeditious closing and quicker improvement in the Corporation’s balance sheet and 
financial position. 

Profit Sharing Agreement  

On May 12, 2020, Flowr entered into an equity line and profit sharing agreement (the “Profit Sharing Agreement”) with 
Terrace. Pursuant to the Profit Sharing Agreement, Terrace agreed to fund the operations and certain capital expenditures at 
the Corporation’s outdoor facility located in Aljustrel, Portugal in exchange for Common Shares and Warrants in Flowr 
issued in certain intervals during 2020 and sharing of net proceeds from the sale of any medical cannabis products produced 
from the facility. For more information regarding the Profit Sharing Agreement, please refer to the Corporation’s material 
change report dated May 15, 2020.  As part of the Terrace Arrangement, the Profit Sharing Agreement was consolidated and 
the Common Shares and Warrants issued to Terrace under the Profit Sharing Agreement are in the process of being cancelled.  
The Profit Sharing Agreement expired on December 31, 2020 in accordance with its terms and has not been renewed. 

10% Subordinated Debentures  

On November 16, 2020, the Corporation announced completion of the early conversion of certain of its Debentures issued in 
connection with the 2020 Private Placement, pursuant to its previously announced early conversion opportunity (the “Early 
Conversion Opportunity”). Approximately $16.4 million aggregate principal amount of Debentures were converted under 
the Early Conversion Opportunity, resulting in the issuance of approximately 47.8 million Common Shares. Upon closing of 
the Early Conversion Opportunity, there were approximately $5.1 million aggregate principal amount of Debentures still 
outstanding. All such outstanding Debentures continue to be governed by the terms of the indenture between the Corporation 
and Computershare Trust Company of Canada dated April 27, 2020, as amended. For more information regarding the Early 
Conversion Opportunity, please refer to the Corporation’s material change report dated November 26, 2020. 
 
Terrace Acquisition 
 
On December 22, 2020, the Corporation completed the acquisition.  See “General Development of the Business – Significant 
Acquisitions – Terrace”  
 
Entry into Quebec  
 
On February 4, 2021, the Corporation announced its entry into the Québec dried cannabis flower market through a distribution 
partnership with ROSE LifeScience Inc. Flowr entered into a sales, marketing and distribution agreement (the “ROSE 
Agreement”) in April 2020 and obtained its Autorité des marchés publics approval to operate in the Province of Québec in 
August 2020. Pursuant to the ROSE Agreement, Flowr is distributing BC Pink Kush and its newest strain, BC Black Cherry, 
in the province of Québec and made its first shipment of product to the province in January 2021.  
 
Equity Grants 
 
On February 8, 2021, the Corporation granted 6,496,000 stock options of the Corporation (“Options”) and 2,970,000 
restricted share units of the Corporation (“RSUs”) to certain employees, officers and directors of the Corporation, subject to 
regulatory approval.  The Options and RSUs were granted on February 8, 2021 pursuant to the Corporation’s applicable 
incentive plans. The Options are exercisable at a price of $0.44 per share and are set to expire on February 12, 2026.  The 
Options and RSUs vest as follow: (a) one-third on the first anniversary of when the Options and RSUs were granted; (b) one-
third on the second anniversary of when the Options and RSUs were granted; and (c) the remaining one-third on the third 
anniversary of when the Options and RSUs were granted. Notwithstanding the foregoing, 2,106,949 RSUs shall vest 
immediately and are subject to certain vesting periods. 
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2021 Bought Deal 
 
On March 16, 2021, the Corporation closed on a bought deal short form prospectus offering (the “2021 Bought Deal”). In 
connection with the 2021 Bought Deal, the Corporation issued 31,127,453 units of the Corporation (the “2021 Bought Deal 
Units”) at a price of $0.51 per 2021 Bought Deal Unit (the “Issue Price”) for aggregate gross proceeds to the Corporation 
of approximately $15.9 million, inclusive of the partial exercise of the over-allotment option. The 2021 Bought Deal was 
completed by Cantor Fitzgerald Canada Corporation, as sole bookrunner and lead underwriter (the “Lead Underwriter”), 
ATB Capital Markets Inc., Canaccord Genuity Corp. and Echelon Wealth Partners Inc. (collectively with the Lead 
Underwriter, the “Underwriters”). 
 
Each 2021 Bought Deal Unit consists of one Common Share in the capital of Flowr and one full Common Share purchase 
warrant of the Corporation (each whole warrant, a “2021 Bought Deal Warrant”). Each 2021 Bought Deal Warrant is 
exercisable to acquire one Common Share at an exercise price of $0.64 per Common Share for a period of two years from 
March 16, 2021 (the “Closing Date”). 
 
Following the partial exercise of the over-allotment option granted to the Underwriters, an additional 3,274,508 2021 Bought 
Deal Units remain exercisable by the Underwriters at the Issue Price, in whole or in part, at any time for a period of thirty 
days from the Closing Date.  
 
The Underwriters were paid a cash commission equal to 7.0% of the gross proceeds of the 2021 Bought Deal and received 
2021 Bought Deal Unit purchase warrants of the Corporation (the “Underwriters’ Warrants”) equal to 6.0% of the number 
of 2021 Bought Deal Units sold under the 2021 Bought Deal, with each Underwriters’ Warrant being exercisable to acquire 
one common share at the Issue Price for a period of 24 months from the Closing Date.  The net proceeds of the 2021 Bought 
Deal will be used for general corporate purposes. 
 
At-the-Market Offering 
 
On April 13, 2021, the Corporation announced that it filed a final short form base shelf prospectus (the “Final Shelf 
Prospectus”) with the securities commissions or similar authorities in each province of Canada. The Final Shelf Prospectus 
enables the Corporation to offer and issue up to $100 million of the Corporation’s securities which may be issued from time 
to time, separately or together, in amounts, at prices, and on terms to be determined based on market conditions at the time 
of the offering and as set out in an accompanying prospectus supplement, during the 25-month period that the Final Shelf 
Prospectus remains effective. The amount and timing of any future offerings will be based on the Corporation’s financial 
requirements and market conditions at that time. 
 
Appointment of Chief Executive Officer 
 
On April 15, 2021 Flowr announced the appointment of Darryl Brooker as Chief Executive Officer of the Corporation 
(effective May 3, 2021), who brings an extensive track record of building regulated CPG businesses in Canada with a hands-
on approach to management.  Prior to joining the Corporation, Mr. Brooker served as the President of Mission Hill Family 
Estate (Mark Anthony Group), a Kelowna-based award-winning winery, and prior to that as the General Manager and Vice 
President of Winemaking of Mission Hill Family Estate.  Mr. Brooker has extensive experience in senior roles, also having 
acted as Vice President of Winemaking and Operations at CedarCreek Estate Winery from May 2010 to July 2015, and as 
Senior Winemaker at Andrew Peller Limited from April 2005 to May 2010.  
 
Appointment of Director  
 
On April 15, 2021, the Corporation announced the resignation of Vinay Tolia from the Board of Directors and the 
appointment of Noel Biderman.  Mr. Biderman is an international CEO, founder, author, speaker and lecturer and has 
overseen companies in legal technology, online dating, IPTV, online real estate, and sports management arena.  As a graduate 
of Osgoode Hall Law school, Mr. Biderman has also represented 47 professional athletes around the globe including in the 
NBA, NFL, as well as members of Canada’s Olympic team.   
 
EQUITY TRANSACTIONS 
 
The Corporation completed the following equity transactions during the past three years: 
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• On January 9, 2018, Flowr Privateco completed a non-brokered private placement of 15,000,000 Flowr Class A 
Shares at a price of $1.00 per share, for aggregate gross proceeds of $15,000,000. The private placement closed in 
two tranches, as follows: (i) on December 28, 2017, 14,185,000 Flowr Class A Shares were issued for aggregate 
gross proceeds of $14,185,000; and (ii) On January 9, 2018, 815,000 Flowr Class A Shares were issued for aggregate 
gross proceeds of $815,000. 
 

• Between April 11, 2018 and July 18, 2018, Flowr Privateco completed a non-brokered private placement, in five 
tranches, of 5,309,361 Flowr Common Shares at a price of $2.60 per share, for aggregate gross proceeds of 
$13,804,339. 
 

• As part of the Qualifying Transaction, Flowr Privateco completed a brokered and non-brokered private placement 
on August 28, 2018 of an aggregate of 13,807,734 Subscription Receipts at a price of $2.60 per Subscription Receipt 
for aggregate gross proceeds of $35,900,108. 
 

• On May 10, 2019, the Corporation completed a non-brokered private placement of 2,165,547 Common Shares at a 
price of $6.25 per Common Share for aggregate gross proceeds of $13,534,708.38. 
 

• On August 8, 2019, the Corporation completed a short form prospectus offering 10,610,000 of units of the 
Corporation, with each unit consisting of one Common Share and one half of one Common Share purchase warrant 
(each whole warrant, a “Bought Deal Warrant”), at a price of $4.10 per unit, for aggregate gross proceeds of 
$43,501,000 (the “Bought Deal Financing”). 
 

• See “Description of the Business - Recent Events” for disclosure relating to the 2020 Private Placement. 
 

• See “Description of the Business - Recent Events” for disclosure relating to the 2021 Bought Deal. 
 

REGULATORY FRAMEWORK 

The following summary addresses the primary laws and regulations of Canada, Australia, Portugal and Uruguay that are 
associated with the cultivation, processing and distribution of cannabis, and the processing and distribution of cannabis 
products. It does not address the laws and regulations of any other jurisdiction.  
 

Canada  
 
Background  
 
On October 17, 2018, the Cannabis Act came into force as law with the effect of legalizing adult recreational use of cannabis 
across Canada. The Cannabis Act replaced the Access to Cannabis for Medical Purposes Regulations (“ACMPR”) and 
Industrial Hemp Regulations (“IHR”), both of which came into force under the Controlled Drugs and Substances Act 
(“CDSA”), which previously permitted access to cannabis for medical purposes for only those Canadians who had been 
authorized to use cannabis by their health care practitioner. The ACMPR replaced the Marijuana for Medical Purposes 
Regulations (“MMPR”), which was implemented in June 2013. The MMPR replaced the Marijuana Medical Access 
Regulations (“MMAR”), which was implemented in 2001. The MMPR and MMAR were initial steps in the Government of 
Canada’s legislative path towards the eventual legalization and regulating recreational and medical cannabis. 
 
The Cannabis Act permits the recreational adult use of cannabis and regulates the production, distribution and sale of cannabis 
and cannabis products in Canada, for both recreational and medical purposes. Under the Cannabis Act, Canadians who are 
authorized by their health care practitioner to use medical cannabis have the option of purchasing cannabis products from a 
Licensed Producer and are also able to register with Health Canada to produce a limited amount of cannabis for their own 
medical purposes or to designate an individual who is registered with Health Canada to produce cannabis on their behalf for 
personal medical purposes. 
 
Pursuant to the Cannabis Act, subject to provincial and territorial regulations, individuals over the age of 18 are able to 
purchase and possesses up to 30 grams of dried cannabis, or the equivalent amount in other permitted product forms. The 
Cannabis Act also permits households to grow a maximum of four cannabis plants. This limit applies regardless of the number 
of adults that reside in the household. In addition, the Cannabis Act provides provincial and territorial governments the 
authority to prescribe regulations regarding retail and distribution, as well as the ability to alter some of the existing baseline 
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requirements of the Cannabis Act, such as increasing the minimum age for purchase and consumption. 
 
In connection with the new framework for regulating cannabis in Canada, the Federal Government has introduced new 
penalties under the Criminal Code (Canada), including penalties for the illegal sale of cannabis, possession of cannabis over 
the prescribed limit, production of cannabis beyond personal cultivation limits, taking cannabis across the Canadian border, 
giving or selling cannabis to a youth and involving a youth to commit a cannabis-related offence. 
 
On July 11, 2018, the Federal Government published regulations in the Canada Gazette to support the Cannabis Act, including 
the Cannabis Regulations, the Industrial Hemp Regulations along with proposed amendments to the Narcotic Control 
Regulations and certain regulations under the Food and Drugs Act. These regulations, among other things, outline the rules 
for the legal cultivation, processing, research, analytical testing, distribution, sale, importation and exportation of cannabis 
and hemp in Canada, including the various classes of licences that can be granted, and set standards for cannabis and hemp 
products; they include strict specifications for the plain packaging and labelling and analytical testing of all cannabis products 
as well as stringent physical and personnel security requirements for all federally licensed production sites. They also 
maintain a distinct system for access to cannabis. With the Cannabis Act now in force, cannabis has ceased to be regulated 
under the CDSA and is instead regulated under the Cannabis Act, and both the ACMPR and the Industrial Hemp Regulations 
have been repealed effective October 17, 2018. See “Risk Factors - Changes in Laws, Regulations and Guidelines”. 
 
On December 20, 2018, the federal government released draft regulations to amend Schedule 4 to the Cannabis Act to add 
three new classes of cannabis that could be legally sold by federal licence holders and provincially and territorially authorized 
distributors and retailers. Those three new classes would be “edible cannabis,” “cannabis extracts,” and “cannabis topicals.” 
It proposed to amend the Cannabis Regulations to establish new regulatory controls to address the public health and public 
safety risks associated with these new classes of cannabis, including their appeal to youth and the risks of accidental 
consumption, overconsumption, and foodborne illness, among other risks. These controls would include restrictions on 
product composition and ingredients, tetrahydrocannabinol (THC) limits, and new requirements pertaining to packaging and 
labelling, good production practices and record keeping. 
 
Health Canada conducted a consultation period between December 20, 2018 and February 20, 2019 and the regulations took 
effect on October 17, 2019 with the additional product formats being eligible to be sold starting in December 2019. 
 
On January 6, 2020, new regulations came into force in Ontario that allow for greater participation by licence holders in the 
Ontario cannabis retail market. The total cap on the number of Ontario retail stores was eliminated and certain pre-
qualification requirements under the previous lotteries were removed. Under the new regulations, the Alcohol and Gaming 
Commission of Ontario (“AGCO”) commenced reviewing Retail Store Authorizations (“RSA”) applications on March 2, 
2020. These new regulations also allow licence holders to open a single cannabis store at one of their production facilities in 
Ontario. Further, licence holders will now be permitted to increase their ownership or control of an Ontario retail operator 
licensee corporation from 9.9 per cent to 25 per cent. There are risks that the Corporation’s involvement in the retail market, 
through either a permitted store at a production facility or through an interest in a retail operator licensee corporation, may 
not be successful. There are risks that the Ontario regulator may not approve these operations. There are also financial risks 
that any retail operations the Corporation seeks may not be profitable and may result in substantial financial losses. 
 
Licences 
 
The Cannabis Regulations establish six classes of licences under the Cannabis Act: cultivation; processing; analytical testing; 
sale to individual clients for medical purposes; research; and cannabis drug production. Subclasses for cultivation (standard 
cultivation, micro-cultivation and nursery) and processing (standard processing and micro-processing) are also provided for 
in the Cannabis Regulations. The various licences and subclasses carry differing rules and requirements. 
 
Security Clearances 
 
The Cannabis Regulations require that certain people associated with cannabis licensees must hold a valid security clearance 
issued by the Minister. Security clearances must be held by directors, officers, individuals who exercise, or are in a position 
to exercise, direct control over a corporate licensee, (iii) directors and officers of any corporation that exercises, or is in a 
position to exercise, direct control over a corporate licensee and key operational personnel (master grower, quality assurance 
person, head of security and a responsible person who serves as the licence holder’s contact at Health Canada), and any 
individuals identified by the Minister. The Minister may refuse to grant security clearances to individuals with associations 
to organized crime or with past convictions for, or an association with, drug trafficking, corruption or violent offences. The 
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scope of bases upon which the Minister may decline a security clearance has expanded under the Cannabis Regulations 
compared with the ACMPR, but the overall approach is largely the same as under the ACMPR, except that the security 
clearance requirements apply to parent companies as well as corporate licensees. Individuals who have histories of non-
violent, lower-risk criminal activity (for example, simple possession of cannabis, or small-scale cultivation of cannabis 
plants) are not precluded from participating in the legal cannabis industry. See “Risk Factors - Dependence on Skilled Labour 
and Suppliers”. 
 
Cannabis Tracking System 
 
Under the Cannabis Act, the Minister is authorized to establish and maintain a national cannabis tracking system, which is 
now operational and is called the CTLS. As the title implies, the CTLS is used in both tracking and licensing. The CTLS 
provides a single entry point online secure platform for filing applications for security clearances and licences under the 
Cannabis Regulations. The CTLS also tracks cannabis through the supply chain from federal cannabis licence holders to 
individual medical clients, or from federal cannabis licence holders to recreational market channels (which vary by province). 
Federal cannabis licence holders are required to enter data into the CTLS and submit monthly reports to the Minister, among 
other things. The tracking function of the CTLS mitigates diversion of cannabis into, and out of, the regulated medical and 
recreational markets. The Cannabis Act provides the Minister with authority to order that any particular persons report 
specific information about their authorized activities with cannabis, in a form and manner specified by the Minister. 
 
Cannabis Products  
 
The Cannabis Regulations set standards for products being safe to use, in terms of being free of chemical and biological 
contaminants. The Cannabis Regulations also limit THC concentrations in cannabis oil to mitigate the chances of 
unintentional over-consumption, as cannabis oil has a much greater delay between dosing and perceived effects than is the 
case with vaporizing or smoking dried cannabis, or vaporizing cannabis derivatives or other extracts. 
 
Saleable classes of cannabis are regulated by the Cannabis Act, and with the exception of plants and seeds (prohibited in 
Manitoba and Québec other than through medical access), are uniform across Canada. The Cannabis Act allows sale of dried 
cannabis, cannabis oil, fresh cannabis, cannabis plants, and cannabis seeds. Dried cannabis is typically sold as intact flower, 
milled flower or decarboxylated flower, and can be sold in pre-rolls, pre-loaded vaporization pods or other dosage forms. 
Cannabis oil can be sold in dropper bottles, spray bottles or other containers without dosage form, or in gel caps, softgels or 
other dosage forms. 
 
Packaging and Labelling  
 
The Cannabis Act sets out prohibitions on labelling, such as packaging or labelling (a) in a way that could be appealing to 
young people, (b) that includes an endorsement, (c) that depicts a person, character or animal, whether real or fictional, (d) 
presents in way that evokes a positive or negative emotion about or image of, a way of life such as one that includes glamour, 
recreation, excitement, vitality, risk or daring, or (e) that includes any information that is false, misleading or deceptive or 
that is likely to create an erroneous impression about its characteristics, value, quantity, composition, strength, concentration, 
potency, purity, quality, merit, safety, health effects or health risks. 
 
The Cannabis Regulations also set out positive requirements and prohibitions on the packaging and labelling of cannabis 
products to promote informed consumer choice, allow for the safe handling and transportation of cannabis, ensure child-
proofing on containers, reducing the appeal of cannabis to youth and promoting safe consumption. The size and colour of 
logos, names and other branding are restricted. In addition to being child-resistant, packaging must be tamper-evident. 
Cannabis package labels must include specific information, such as: (i) product source information, including the class of 
cannabis and the name, phone number and email of the processor; (ii) a mandatory health warning, rotating between Heath 
Canada’s list of standard health warnings; (iii) the Health Canada standardized cannabis symbol; and (iv) information 
specifying THC and cannabidiol (“CBD”) content. 
 
Cannabis for Medical Purposes 
 
With the Cannabis Act and the Cannabis Regulations coming into force on October 17, 2018, the medical cannabis regime 
migrated from the CDSA and the ACMPR to the Cannabis Act and the Cannabis Regulations. The medical cannabis 
regulatory framework under the Cannabis Act and the Cannabis Regulations remains substantively the same as it existed 
under the CDSA and the ACMPR, with adjustments to create consistency with rules for recreational use, improve patient 



23 2020 Annual Information Form 

 

 

access, and reduce the risk of abuse within the medical access system. Under Part 14 of the Cannabis Regulations, three 
options are available for obtaining cannabis for medical purposes: (i) registering with a holder of a licence to sell for medical 
purposes; (ii) register with Health Canada to produce a limited amount of cannabis for their own medical purposes; or (iii) 
designate someone else to produce cannabis for them. With respect to (ii) and (iii), starting materials, such as cannabis plants 
or seeds, must be obtained from medical sales licence holders. It is possible that (ii) and (iii) could significantly reduce the 
addressable market for the Corporation’s products. However, management believes that many patients may be deterred from 
opting to proceed with options (ii) or (iii) since such steps require applying for and obtaining registration from Health Canada 
to grow cannabis, as well as the up-front costs of obtaining equipment and materials to produce such cannabis. See “Risk 
Factors - If Medical-Use Consumers Elect to Produce Cannabis for their Own Medical Purposes Under the Cannabis 
Regulations it Could Reduce the Addressable Market for the Corporation’s Products”. 
 
Provincial Regulatory Framework 
 
The Cannabis Act allows the possession, sale, and distribution of cannabis by persons authorized under provincial legislation. 
Under the Cannabis Regulations, such provincially authorized persons may only source cannabis products for retail sale from 
federally licensed cannabis producers. 
 
All Canadian provinces and territories have legislation in effect regulating the distribution and sale of cannabis for 
recreational purposes, allowing all Canadians over the age of 19 (18 in Alberta and 21 in Québec) to purchase cannabis 
products without medical access. The only provinces with restrictions on classes of cannabis that may be sold in the 
recreational markets are Québec and Manitoba, where plants and seeds are not sold because personal cultivation for 
recreational purposes is prohibited in those two provinces. Regardless of the framework, all cannabis products for the 
recreational cannabis market are ultimately supplied by federally licensed cultivators (plants and seeds only) and processors 
(all saleable classes of cannabis – currently dried cannabis, cannabis oil, plants and seeds; fresh cannabis is also saleable but 
the Corporation is unaware of any entity selling fresh cannabis as a cannabis product). 
 
At present, the Corporation has entered into supply agreements or arrangements with provincial liquor authorities of, or as 
applicable with retailers operating in, the provinces of Ontario, Alberta, Quebec, Manitoba, Saskatchewan, Nova Scotia and 
British Columbia. In Quebec, the Corporation has entered into the Rose Agreement to distribute its products in the province. 
In most provinces and territories, a liquor or cannabis authority operated by the province serves as a wholesaler, with retailers 
purchasing cannabis products from the liquor or cannabis authority or from provincially licensed distributors. The 
wholesalers, in turn, acquire the cannabis products from federally licensed cultivators and processors. Storefront and online 
sales of recreational cannabis products are regulated as part of the private sector or as public entities as in the following chart: 
 

Activity Privately Operated Publicly Operated 
 

Storefront recreational sale 

British Columbia 
Alberta 

Saskatchewan 
Manitoba 
Ontario 

Newfoundland 
Nunavut 

Northwest Territories 
Yukon 

British Columbia 
Québec 

New Brunswick 
Nova Scotia 

Prince Edward Island 
Yukon 

Northwest Territories 

Online recreational sale Manitoba 
Saskatchewan 

British Columbia 
Alberta 
Ontario 
Québec 

New Brunswick 
Nova Scotia 

Prince Edward Island 
Newfoundland 

Yukon 
Northwest Territories 

Nunavut 
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Industrial Hemp Regulations 
 
The Cannabis Act regulates all commercial and personal cultivation of cannabis plants. The 2018 Industrial Hemp 
Regulations define “industrial hemp” as a subset of cannabis: a cannabis plant - or any part of that plant - in which the 
concentration of THC is 0.3% w/w or less in the flowering heads and leaves. Licences to cultivate and propagate and process 
seed or grain of industrial hemp are issued under the 2018 Industrial Hemp Regulations. Cultivation is for commercial 
production while propagation is for breeding new varieties of industrial hemp. Processing under a 2018 Industrial Hemp 
Regulations licence is restricted to processing grain. Flowering tops, leaves and branches of industrial hemp (“Biomass”) 
may not be processed under a 2018 Industrial Hemp Regulations licence other than harvesting and drying for storage. 
Biomass may be sold to a holder of a processing licence under the Cannabis Regulations for extraction or other processing 
into cannabis products. 
 
Industrial hemp generally has lower levels of phytocannabinoids than other varieties of cannabis plants, but Biomass may be 
a viable source of CBD. When proposed amendments to the Cannabis Act come into force, CBD extracted from Biomass (or 
less likely, the Biomass itself without extraction), may be used by the holder of a processing licence under the Cannabis 
Regulations to manufacture cannabis products including CBD, other phytocannabinoids, and any terpenoids or other 
compounds found in the Biomass. The Corporation believes that the new classes of cannabis under the amendments to the 
Cannabis Act and the Cannabis Regulations published in the Canada Gazette on December 22, 2018 will provide a strong 
market for cannabis products including CBD, other phytocannabinoids, and any terpenoids or other compounds found in the 
Biomass. 
 
Advertising and Promotional Activity 
 
The Cannabis Act generally prohibits promotions of cannabis, cannabis accessories, and services related to cannabis, subject 
to exceptions. As a balance point, brand preference or informational promotion is permitted provided that it is communicated 
in a fashion that excludes young people. Within permitted channels for promotional activity, content restrictions prohibit any 
promotional activity that (a) communicates price or distribution, (b) could be appealing to young persons, (c) includes a 
testimonial or endorsement, (d) depicts a person, character or animal, whether real or fictional or (e) presents in way that 
evokes a positive or negative emotion about or image of, a way of life such as one that includes glamour, recreation, 
excitement, vitality, risk or daring. It is also prohibited to promote cannabis or a cannabis accessory in a manner that is false, 
misleading or deceptive or that is likely to create an erroneous impression about its characteristics, value, quantity, 
composition, strength, concentration, potency, purity, quality, merit, safety, health effects or health risks. Display of a brand 
element in sponsorship of a person, event, entity, activity or facility, and naming of a sports or cultural facility with a cannabis 
brand element, are also prohibited. The Cannabis Act also prohibits offering cannabis or a cannabis accessory without 
consideration or as consideration for other purchases or transactions. Similarly, it is prohibited to offer benefits conditional 
on purchase of cannabis or a cannabis accessory. 
 
Health Products and Cosmetics Containing Cannabis  
 
Health Canada has taken a scientific, evidenced-based approach for the oversight of health products with cannabis that are 
approved with health claims, including prescription and non-prescription drugs, natural health products, veterinary drugs and 
veterinary health products, and medical devices. Under the Cannabis Regulations, the use of cannabis-derived ingredients 
(other than certain hemp seed derivatives containing no more than 10 parts per million THC) in cosmetics is permitted and 
will be subject to the provisions of the Cannabis Act. 
 
Cannabis for Medical Purposes  
 
With the Cannabis Act and the Cannabis Regulations coming into force on October 17, 2018, the medical cannabis regime 
migrated from the CDSA and the ACMPR to the Cannabis Act and the Cannabis Regulations. The medical cannabis 
regulatory framework under the Cannabis Act and the Cannabis Regulations remains substantively the same as it existed 
under the CDSA and the ACMPR, with adjustments to create consistency with rules for non-medical use, improve patient 
access, and reduce the risk of abuse within the medical access system. Under Part 14 of the Cannabis Regulations, patients 
have three options for obtaining cannabis for medical purposes: (i) they can continue to access cannabis by registering with 
licenced producers; (ii) they can register with Health Canada to produce a limited amount of cannabis for their own medical 
purposes; or (iii) they can designate someone else to produce cannabis for them. With respect to (ii) and (iii), starting 
materials, such as cannabis plants or seeds, must be obtained from licenced producers. It is possible that (ii) and (iii) could 
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significantly reduce the addressable market for the Corporation’s products and could materially and adversely affect the 
business, financial condition and results of operations of the Corporation. However, management of the Corporation believes 
that many patients may be deterred from opting to proceed with options (ii) or (iii) since such steps require applying for and 
obtaining registration from Health Canada to grow cannabis, as well as the up-front costs of obtaining equipment and 
materials to produce such cannabis.  
 
Provincial Regulatory Framework  
 
While the Cannabis Act provides for the regulation of the commercial production of cannabis for adult-use purposes and 
related matters by the federal government, the Cannabis Act provides that the provinces and territories of Canada have 
authority to regulate other aspects of adult-use cannabis (similar to what is currently the case for liquor and tobacco products), 
such as sale and distribution, minimum age requirements, places where cannabis can be consumed, and a range of other 
matters. At present, the Corporation has entered into supply agreements or arrangements with distributors in the provinces of 
Ontario, Manitoba, Saskatchewan, Nova Scotia and British Columbia. All Canadian provinces and territories have announced 
regulatory regimes for the distribution and sale of cannabis for adult-use purposes within those jurisdictions. There are 
essentially three general frameworks that the provinces and territories have proposed and/or enacted: (i) private cannabis 
retailers licenced by the province; (ii) government run retail stores; or (iii) a combination of both frameworks (e.g., privately 
licenced bricks and mortar retail stores, while online retail stores are operated by the applicable provincial government). 
Regardless of the framework, the adult-use cannabis market is ultimately supplied by federally licenced cultivators and 
processors. In many cases, the provinces and territories that have or propose to have privately licenced retailers will have a 
government run wholesaler. Such privately licenced retail stores are or will be required to obtain their cannabis products from 
the wholesalers, while the wholesalers, in turn, acquire the cannabis products from the federally licenced cultivators and 
processors. In addition, each of these Canadian jurisdictions has established a minimum age of 19 years old, except for 
Québec and Alberta, where the minimum age is 21 and 18, respectively.  
 
Québec: In Québec, all adult-use cannabis must be managed and sold through outlets of the Société québécoise du cannabis, 
a subsidiary of the Société des alcools du Québec, and its online site.  
 
Ontario: In Ontario, the distribution and retail sale of adult-use cannabis is to be conducted through the Ontario Cannabis 
Retail Corporation (“OCRS”), a subsidiary of the Liquor Control Board of Ontario, while adult-use cannabis is sold online 
through the OCS platform. Ontario allowed the sale of adult-use cannabis by private retailers commencing on April 1, 2019. 
In addition, the regulatory regime in Ontario: 
 

• requires private retailers to obtain both a retail operator licence and a retail store authorization. Retail store 
authorizations are only to be issued to persons holding a retail operator licence. Separate retail store authorizations 
are to be required for each cannabis retail store, but a licenced retail operator may hold more than one retail store 
authorization and operate multiple stores. Subject to current curbside pick-up permitted during the COVID-19 
pandemic, private retailers are not permitted to sell cannabis on-line, but may only sell cannabis in person at an 
authorized retail store;  
 

• requires anyone who supervises employees, oversees cannabis sales, manages compliance or has signing authority 
to purchase cannabis, enters into contracts or hires employees to have a cannabis retail manager licence;  

 
• limits licensed producers and their “affiliates” from holding more than one retail location between them, and 

requiring that such retail location be located on or within the premises licensed by the Cannabis Act. The term 
“affiliate” is broadly defined and includes, among other things: (i) a corporation of which licenced producers own 
or control (directly or indirectly) or have the right to acquire shares (or convertible securities) to which 9.9% or 
more of the voting rights attach; (ii) a partner in the same partnership as the licensed producer; and (iii) member of 
the same joint venture, unincorporated association, unincorporated syndicate or unincorporated organization as the 
licensed producer;  

 
• prohibits federally licenced producers from promoting their products by way of providing any material inducement 

to cannabis retailers;  
 

• permits municipalities and reserve band councils to opt out of the retail cannabis market by resolution. 
Municipalities had until January 22, 2019 to pass such by-laws. Municipalities that opt out may later lift the 
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prohibition on retail cannabis stores by subsequent resolution. Municipalities may not pass a by-law providing for 
a further system of licensing over the retail sale of cannabis; and  

 
• imposes further restrictions through future regulation. Cannabis retail store operators are only permitted to purchase 

cannabis from the OCRS, which may set a minimum price for cannabis or classes of cannabis. 
 
British Columbia: In British Columbia, adult-use cannabis is to be sold through both public and privately operated stores, 
with the provincial Liquor Distribution Branch handling wholesale distribution. 
 
Alberta: In Alberta, cannabis products are sold by private retailers that receive their products from a government-regulated 
distributor, similar to the distribution system currently in place for alcohol in the province. Only licenced retail outlets are to 
be permitted to sell cannabis with online sales run by the Alberta Gaming and Liquor Commission. 
 
Saskatchewan: In Saskatchewan, adult-use cannabis is sold by private retailers. Municipalities having the option of opting 
out of having a cannabis store if they choose.  
 
Manitoba: In Manitoba, a “hybrid model” for cannabis distribution applies where the supply of cannabis is secured and 
tracked by the Manitoba Liquor and Lotteries Corp.; however, licenced private retail stores will be permitted to sell adult-
use cannabis.  
 
New Brunswick: In New Brunswick, adult-use cannabis is sold through a network of tightly-controlled, stand-alone stores 
through the New Brunswick Liquor Corporation.  
 
Nova Scotia: In Nova Scotia, the Nova Scotia Liquor Corporation is responsible for the regulation of cannabis in the 
province, and adult-use cannabis is only to be sold publicly through government-operated storefronts and online sales.  
 
Prince Edward Island: In Prince Edward Island, similar to Nova Scotia, cannabis must be sold publicly, through government 
stores and online.  
 
Newfoundland and Labrador: In Newfoundland and Labrador, adult-use cannabis must be sold through licenced private 
stores, with its crown-owned liquor corporation, the Newfoundland and Labrador Liquor Corp. (the “NLC”), overseeing the 
distribution to private sellers who may sell to consumers. The NLC controls the possession, sale and delivery of cannabis, 
and sets prices. It was also the initial online retailer.  
 
Yukon: In Yukon, adult-use cannabis is sold by private retailers.  
 
Northwest Territories: The Northwest Territories relies on the N.W.T. Liquor Commission to control the importation and 
distribution of cannabis, whether through retail outlets or by mail order service run by the liquor commission. Communities 
in the Northwest Territories will be able to hold a plebiscite to prohibit cannabis, similar to options currently available to 
restrict alcohol in the Northwest Territories. 
 
Nunavut: In Nunavut, the Nunavut Liquor and Cannabis Commission is responsible for the sale of cannabis remotely (both 
online and by phone), in physical stores, and through private third party agents. 
 
International Regulatory Framework 
 
The Corporation only conducts business in jurisdictions outside of Canada where such operations are legally permissible in 
accordance with the laws of the applicable jurisdiction and Canadian regulatory obligations with the TSX-V. As noted in this 
Annual Information Form, the Corporation has activities in jurisdictions outside of Canada, namely in Portugal, Spain, 
Uruguay and Australia. The following table outlines the regulatory status of cannabis in the foreign jurisdictions where the 
Corporation conducts business.  
 

Country  Regulatory Status and Framework  Licenses  
 

Portugal  Federally legal for medicinal use. 
 
Decree-Law no. 15/93, of January 1993 (“DL 15/93”) provides the legal 

RPK Biopharma: There 
are two licenses held at the 
Sintra facility: (i) GMP 
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framework in Portugal for the cultivation, production, manufacture, 
distribution, wholesale trade, import, export, transit, transportation, 
possession by any title and use of narcotic drugs and psychotropic 
substances, including certain cannabis substances. DL 15/93, is 
regulated by Regulatory-Decree 61/94 (“RD 61/94”), which among 
other things, sets out regulations relating to: (i) cultivation and 
production; (ii) wholesale trade; (iii) delivery conditions; (iv) record 
keeping; (v) packaging and labelling; (vi) licensing requirements; and 
(vi) reporting obligations.  
 
In July 2018, Law 33/2018, of 18 July (“Law 33/2018”) was published, 
and subsequently came into effect in Portugal, providing for the use of 
drugs, preparations and substances based on the cannabis plant, for 
medical use. New regulations were published on January 15, 2019 
(Decree-Law 8/2019) and came into effect in February 2019, which 
provide that the sale authorization for placing cannabis-based drugs, 
preparations and substances for medical use in the market can be issued 
for a period of five years and be renewed. 
 
INFARMED is responsible for Portugal’s cannabis licensing regime. 
INFARMED is also responsible for issuing licenses, regulating and 
supervising activities relating to the cultivation, production, extraction 
and manufacture, wholesale trade, distribution to pharmacies, import 
and export, transit, purchase, sale and delivery of drugs, preparations 
and substances based on the cannabis plant, for medical purposes.  

certification which expires 
September 18, 2022; and (ii) 
GACP certification which 
expired on February 17, 
2021. Holigen applied for a 
renewal of this license on 
February 13, 2021 and, as a 
result, the license remains 
valid until a decision 
regarding renewal is made, 
because the renewal was 
requested before the expiry 
date of the license.  The 
Corporation does not expect 
any material impact on the 
Corporation as a result of 
this renewal process.  The 
Cultivation, Export and 
Import License for the 
Aljustrel facility expired 
December 11, 2020, the 
Corporation is waiting for 
approval of the renewed 
license, which is expected in 
the near-term. 

 
Terra Nova: In December 
2018, received declaration 
from INFARMED 
confirming that Terra 
Nova’s application request 
to cultivate, import and 
export cannabis is in 
compliance with applicable 
laws.   

 
Upon completion of 
construction of the facilities 
and final inspection by 
INFARMED, a final license 
is expected which will 
provide authorization to 
cultivate, import and export 
medical cannabis in 
Portugal and abroad where 
lawful. 
 
Terra Nova has not yet been 
granted a final license to 
cultivate, import and export 
cannabis. 
 

Spain Cannabis plants not exceeding 0.2% of THC may be cultivated for hemp 
fiber (industrial application).  
 
Provided the relevant authorization is obtained from the Ministry of 
Health, Consumption and Social Welfare through the Spanish Medicinal 

Pharmabinoide:  
Authorization to produce, 
harvest and sell hemp by the 
Spanish Ministry of 
Agriculture, Fishing and 
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Products and Medical Devices Agency, cannabis may be cultivated for 
medicinal, research or exclusive educational purposes. Such 
authorization is required even if cannabis does not exceed 0.2% of THC.  
 
Consumption of cannabis (with a THC limit over 2%), even for 
recreational purposes, is not penalized but its commercialization is 
prohibited. The Spanish law on Narcotics (Law 17/1967) qualifies the 
sale and cultivation of cannabis exceeding 2% THC as illegal and 
restricts consumption and possession to private spaces.  
 
The Spanish Ministry of Agriculture, Fishing and Food (the “Spanish 
Ministry”), is the department responsible within the Spanish National 
Administration for proposing and implementing the Government’s 
policy on farming resources, including hemp crops. Spanish Royal 
Decree 9/2015 has created the General Register for the Agricultural 
Production (“REGEPA”) within the Spanish Ministry. All hemp crops 
must be duly registered with such registry. Although REGEPA belongs 
to the Spanish Ministry, all registration formalities are carried out 
through the autonomous regions which have created for this purpose 
Agricultural Regional Offices (“OCA”). 
 
The cannabis seed species to be used in the hemp crops must be certified 
seeds registered with the Registry of Commercial Varieties of Seeds and 
Plants (Registro de Variedades Comerciales de Semillas y Plantas) of 
the Spanish Ministry or with the Common Agricultural Catalogue of the 
European Union (Spanish Law 30/2006 and Royal Decree 170/2011) for 
industrial uses. Hemp varieties with a THC level higher than 0.2% 
cannot be registered.  
 

Food was granted for the 
2018 and 2019 harvests.  
 
The authorization does not 
expire, but prior to each 
cultivation, Pharmabinoide 
is required to communicate 
and inform the local 
authorities of its new 
cultivation plan. 
Pharmabinoide does not 
intend to grow another crop 
of hemp at this time.  

Uruguay Industrial Hemp 
 
In Uruguay, Decree 372/2014 regulates the exception for import, export, 
plantation, cultivation, harvesting, as well as the industrialization and 
commercialization of certain cannabis (“hemp” for the purposes of this 
Prospectus), which is destined for industrial purposes, subject to the 
prior authorization of the Uruguayan Ministry of Livestock, Agriculture 
and Fisheries. 
 
Authorizations determine the express terms and conditions regarding the 
following, among others: the site where the activity would be performed, 
the origin of seeds or plants, the varietal characteristics of crops to be 
used, the THC content in plant and seeds, security procedures, 
destination of the production and waste, characteristics of the final 
product, terms and conditions of the authorization and volumes and 
conditions for production, industrialization or commercialization. 
Cannabis  
 
On December 20, 2013, Uruguayan Law No. 19,172 (the “Uruguayan 
Cannabis Law”) was passed, providing the Government of Uruguayan 
with control over and the capacity to regulate the activities of importing, 
exporting, planting, cultivation, harvesting, production, acquisition, 
storage, marketing and distribution of cannabis and its derivatives.  
 
The Uruguayan Cannabis Law also created Instituto de Regulación y 
Control del Cannabis (“IRCCA”), which regulates and controls the 
production, planting, growing, harvesting, processing, storage, 
distribution and dispensing of cannabis in Uruguay.  

Oransur: Authorization to 
plant and harvest hemp was 
granted by the Ministry of 
Livestock, Agriculture and 
Fisheries in October of 2018 
and was subsequently 
renewed on October 18, 
2019.  
 
The Hemp Authorization (as 
hereafter defined) expired 
on October 12, 2020 and has 
not been renewed.  
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Under Uruguayan Decree-Law No. 14,294, subject to certain 
exemptions provided by the Uruguayan Cannabis Law, the Uruguayan 
State has a monopoly over the import and export of drugs. 
 
Article 5 of the Uruguayan Cannabis Law, which replaced Article 3 of 
the Decree-Law 14,294, expressly provides certain exceptions to the ban 
on planting, cultivating, harvesting and/or marketing any plant from 
which narcotics can be extracted, including cannabis. Some of these 
exceptions are as follows: 
 
(i) those made for scientific research, or for the development of specific 

medicinal use, previously authorized by IRCCA and the Ministry of 
Public Health in Uruguay;  

(ii) plantations, cultivation, harvesting, industrialization and dispensing 
of psychoactive cannabis for other purposes, provided that due prior 
authorization of IRCCA is obtained; 

(iii) plantations, cultivation, harvesting as well as the industrialization 
and commercialization, of non-psychoactive cannabis (hemp) 
where previously authorized by the Uruguayan Ministry of 
Livestock, Agriculture and Fisheries;  

(iv) planting, cultivation, collection for purposes of research as well as 
the industrialization for pharmaceutical use, where previously 
authorized by IRCCA; and  

(v) retail of psychoactive cannabis under licenses granted to pharmacies 
by IRCCA.  

 
Only licensed pharmacies in Uruguay may purchase psychoactive 
cannabis produced from licensed producers according to their respective 
license. The sale to individuals may only be performed by certain 
categories of pharmacies, duly authorized by the Uruguayan Ministry of 
Health, and which would have obtained the corresponding license and 
registry from IRCCA. 
 

Australia Federally legal for medicinal use.  
 
The Australian Government Department of Health regulates medical 
cannabis products through the Office of Drug Control (“ODC”), 
which oversees controlled substances, including cannabis. 
 
The ODC is responsible for granting licences and permits for the 
cultivation and production, manufacture and importation of cannabis 
and cannabis products for medical and scientific purposes. In 
addition, the Therapeutic Goods Administration also regulates the 
manufacture, registration and supply of medical cannabis.  
 
The importation, cultivation, production, manufacturing, distribution 
and use of cannabis and cannabis products in Australia is governed 
by the Narcotic Drugs Act 1967 (Cth) and the Therapeutic Goods Act 
1989 (Cth) (the “TG Act”) (and their respective subordinate 
legislation) as well as drugs and poisons legislation in the various 
states and territories. 
 
The TG Act provides for the establishment and maintenance of a 
national system of controls for the quality, safety and efficacy of 
therapeutic goods that are imported into, manufactured in, supplied 

TCann:  The following 
licenses for Sydney Phase 
1 will expire on April 2, 
2021 and are being 
renewed with the 
Corporation expecting to 
receive approval in the 
near-term: Medicinal 
Cannabis License, 
Cannabis Research 
License, Manufacture 
License, License to 
Manufacture Therapeutic 
Goods, Manufacture 
Permit and License to 
Manufacture or Supply 
Drugs of Addiction (New 
South Wales).   
 
For Sydney Phase 2 the 
following licenses will 
expire on April 2, 2021 and 
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in, used in, or exported from, Australia. 
 
State and territory governments also regulate the prescribing, storage 
and supply of medical cannabis and medical cannabis products. 
 
Cannabis may only be supplied by importers or manufacturers to 
certain categories of persons expressly named in the applicable 
statutes, which are typically limited to medical practitioners and 
pharmacists. The supply of medical cannabis products to patients, 
other than by a pharmacist on prescription, is prohibited in Australia. 
 

are being renewed with the 
Corporation expecting to 
receive approval in the near-
term: Cultivation Permit, 
GMP approval for 
extraction and bottling. 

 
The legal and regulatory requirements in the foreign countries in which the Corporation operates with respect to the 
cultivation and sale of cannabis, as well as local business culture and practices are different from those in Canada. Prior to 
commencing operating in a new country, the Corporation, in partnership with its local legal counsel, consultants and partners, 
conducts legal and commercial due diligence in order to ensure that it and its officers and directors gain a sufficient 
understanding of the legal, political and commercial framework and specific risks associated with operating in such 
jurisdiction. Where possible, the Corporation seeks to work with respected and experienced local partners who can help the 
Corporation to understand and navigate the local business and operating environment, language and cultural differences. In 
consultation with its advisors, the Corporation takes steps it deems appropriate in light of the level of activity and investment 
it expects to have in each country to ensure the management of risks and the implementation of necessary internal controls. 
See “Risk Factors - Risks Relating to International Activities”. 
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DESCRIPTION OF CAPITAL STRUCTURE 
 

The authorized capital of the Corporation consists of an unlimited number of Common Shares and an unlimited number of 
preferred shares issuable in series without nominal or par value (the “Preferred Shares”). As at December 31, 2020, 
337,542,808 Common Shares were issued and outstanding. As of the date hereof, 371,033,941 Common Shares were issued 
and outstanding. As at December 31, 2020, there were no Series 1 Preferred Shares issued and outstanding. As of the date 
hereof, there were no Series 1 Preferred Shares issued and outstanding. 
 
Common Shares 
 
There are no special rights or restrictions attached to the Common Shares. The Common Shares rank equally as to all benefits 
which might accrue to the holders thereof, including the right to receive dividends out of monies of the Corporation properly 
applicable to the payment of dividends if and when declared by the Board provided that the Board shall declare dividends on 
the Preferred Shares (as defined below), or any other class of shares without being obliged to declare any dividends on the 
Common Shares of the Corporation. There are no provisions restricting the issuance of Common Shares or any other material 
restrictions. In the event of a liquidation, dissolution or winding up of the Corporation, whether voluntary or involuntary, or 
any other distribution of assets of the Corporation among its shareholders for the purpose of winding up its affairs, subject to 
the prior rights of the holders of the Preferred Shares (as defined below) and to any other shares ranking equal to the Common 
Shares, the holders of the Common Shares shall be entitled to receive the remaining property and assets of the Corporation.  
The holders of Common Shares are entitled to receive notice of, and attend, all meetings of shareholders to be convened by 
the Corporation. At any general meeting, on a show of hands every shareholder who is present in person or by proxy and 
entitled to vote has one vote, and on a poll, every shareholder who is entitled to vote has one vote for each Common Share 
held and may exercise such vote either in person or by proxy, except for meetings at which only holders of another class or 
series of shares of the Corporation are entitled to vote separately as a class or series.  
 
Preferred Shares 
 
The Board may fix from time to time before each issuance of a series of Preferred Shares, the number of Preferred Shares 
comprising each series and the designation, rights, privileges, restrictions and conditions attaching to each series of Preferred 
Shares including, any voting rights, the rate or amount of dividends or the method of calculating dividends, the dates of 
payment thereof, the terms and conditions of redemption, purchase and conversion, if any, and any sinking fund or other 
provisions.  
 
The Preferred Shares of each series is entitled, with respect to the payment of dividends and the distribution of assets or return 
of capital in the event of liquidation, dissolution or winding-up of the Corporation, or any other return of capital or 
distribution, to a preference over the Common Shares and over any other shares of the Corporation ranking by their terms 
junior to the Preferred Shares of that series. 
 
Series 1 Preferred Shares 
 
Subject to the terms of a conversion agreement entered into by the Corporation and the Vendors on the closing of the Holigen 
Acquisition (the “Conversion Agreement”), the Series 1 Preferred Shares automatically convert into Common Shares upon 
the achievement of certain milestones, as set forth in the Conversion Agreement (“Milestones”). If the Corporation completes 
certain fundamental transactions and at the time of the completion of any such transaction, any Series 1 Preferred Shares are 
issued and outstanding, all Milestones shall be deemed satisfied and the achievement of any Milestone shall not be a condition 
of conversion of the issued and outstanding Series 1 Preferred Shares. Such transactions are: (A) a merger, amalgamation, 
arrangement, reorganization, or other business combination or similar transaction involving the Corporation in which (i) the 
consent or approval of the Board and the holders of Common Shares is required to complete the transaction, (ii) less than 
10% of the total consideration payable pursuant to the transaction is cash consideration, and (iii) the holders of Common 
Shares on a partially-diluted basis immediately before the completion of the transaction would hold less than 50% of the 
Common Shares or other equity securities of the Corporation’s successor or of the continuing or surviving entity immediately 
following the completion of such transaction, assuming the conversion of all of the Series 1 Preferred Shares and Flowr ULC 
Class A Shares immediately prior to the completion of the transaction; or (B) (i) a share sale transaction that would result in 
a direct or indirect change of control of the Corporation; or (ii) the sale, lease, exchange or transfer of all or substantially all 
of the assets of the Corporation (in the case of (i) and (ii), to a person that is not an affiliate of the Corporation, but for 
avoidance of doubt does not include an internal reorganization the result of which would have the Corporation continue to 
have ultimate control of such entities). Conversion in the foregoing circumstances would not occur if any redemption notice 
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has been issued in respect of the Series 1 Preferred Shares as permitted pursuant to the Conversion Agreement or if the 
Corporation has given notice to the holders of the Series 1 Preferred Shares that there are bona fide claims or damages under 
the Holigen Purchase Agreement relating to or involving fraud, gross negligence, bad faith or wilful misconduct or an 
intentional misrepresentation, or breach of a fundamental representation of the Vendors. 
 
Until the Conversion Expiry Date (as defined in the Conversion Agreement), the holders of Series 1 Preferred Shares are 
entitled to vote with the holders of outstanding Common Shares, voting together as a single class, with respect to any and all 
matters presented to the shareholders of Corporation for their action or consideration, except, in each case, as provided by 
law. In any such vote, each Series 1 Preferred Share shall be entitled to a number of votes equal to the number of Common 
Shares into which such Series 1 Preferred Share is convertible as of the record date, or, failing a record date, the date of any 
such vote (and assuming all such Series 1 Preferred Shares are convertible into Common Shares on the applicable date).  
 
If the Corporation declares or pays a dividend or distribution on the Common Shares, the Corporation shall simultaneously 
declare and pay, in preference to any Common Shares or other specifically-designated junior shares (together, “Junior 
Shares”), a dividend on the Series 1 Preferred Shares on a pro rata basis with the Common Shares based on the number of 
Common Shares into which an outstanding Series 1 Preferred Share is convertible as of the record date of the applicable 
dividend or if no record date is fixed, the date as of which the registered holders of Common Shares entitled to such dividends 
are to be determined (and for such purpose it shall be assumed that all outstanding Series 1 Preferred Shares are fully 
convertible on the applicable date unless otherwise provided in the Conversion Agreement).  
 
In the event of the liquidation, dissolution or winding up of the Corporation (whether voluntary or involuntary) or any other 
distribution of assets of the Corporation among its shareholders for the purposes of winding up its affairs (collectively, a 
“Liquidation”), the holders of Series 1 Preferred Shares are entitled to be paid out of the assets of the Corporation available 
for distribution to its shareholders, in priority to holders of Junior Shares, $0.00001 per share held by such Series 1 Preferred 
Share holder (subject to adjustment) (the “Liquidation Value”). In addition to payment of such preferential amount, the 
holders of Series 1 Preferred Shares will be entitled to participate with the holders of Junior Shares, pro rata as a single class 
based on the aggregate number of outstanding Junior Shares on an as-converted basis immediately before the Liquidation, in 
the distribution of all the remaining assets and funds of the Corporation available for distribution to its shareholders (and for 
such purpose it shall be assumed that all outstanding Series 1 Preferred Shares are fully convertible on the applicable date 
unless otherwise provided in the Conversion Agreement).  
 
All Series 1 Preferred Shares have been converted into Common Shares as at December 31, 2020. 
 
Flowr ULC Shares 
 
In addition, there are currently 42,000,000 Flowr ULC Class A Shares, exchangeable at no additional consideration for 
Common Shares on a one for one basis at any time at the option of the holders thereof pursuant to the share exchange 
agreement dated August 2018 among the Corporation, Flowr ULC and certain shareholders of the Corporation. 
 
Bought Deal Warrants 
 
The Bought Deal Warrants are governed by the warrant indenture entered into on August 8, 2019 between the Corporation 
and the Warrant Agent (the “Warrant Indenture”). Under the Warrant Indenture, each whole Bought Deal Warrant will 
entitle the holder to purchase one Bought Deal Warrant Share at the price of $5.00 per Bought Deal Warrant Share until 
August 8, 2021 (subject to acceleration of the Bought Deal Expiry Date as described below), in accordance with the terms 
and conditions set out in the Warrant Indenture. 
 
The following summary of certain provisions of the Warrant Indenture does not purport to be complete and is subject to the 
full text of the attributes of the Bought Deal Warrants contained in the Warrant Indenture filed on SEDAR under the issuer 
profile of the Corporation. The holders of Bought Deal Warrants do not, as such, have any voting right or other right attached 
to the Common Shares until and unless the Bought Warrants are duly exercised as provided for in the Warrant Indenture. 
 
The Warrant Indenture provides that the number of Bought Deal Warrant Shares which may be acquired by a holder of 
Bought Deal Warrants upon the exercise thereof will be subject to anti-dilution provisions governed by the Warrant Indenture, 
including provisions for the appropriate adjustment of the class, number and price of the securities issuable under the Warrant 
Indenture upon the occurrence of certain events. The Corporation, during the period in which the Bought Deal Warrants are 
exercisable, will give notice to holders of Bought Deal Warrants of certain stated events, including events that would result 



33 2020 Annual Information Form 

 

 

in an adjustment to the exercise price for the Bought Deal Warrants or the number of Bought Deal Warrant Shares issuable 
upon exercise of the Bought Deal Warrants, a prescribed number of days prior to the record date or effective date, as the case 
may be, of such event. 
 
The Warrant Indenture provides if, at any time following the August 8, 2019 closing date, the volume weighted average 
trading price of the Common Shares on the TSX-V for a period of ten consecutive trading days exceeds $6.15, the Corporation 
shall be entitled, at its sole option, to accelerate the Bought Deal Expiry Date to such date as the Corporation shall determine 
appropriate, provided that not less than 15 trading days’ notice of the new Bought Deal Expiry Date is given by press release 
announcing the acceleration of the Bought Deal Expiry Date. 
 
2021 Bought Deal Warrants 
 
The 2021 Bought Deal Warrants are governed by the warrant indenture entered into on March 16, 2021 between the 
Corporation and the Warrant Agent (the “2021 Warrant Indenture”). Under the 2021 Warrant Indenture, each whole 2021 
Bought Deal Warrant will entitle the holder to purchase one 2021 Bought Deal Warrant Share at the price of $0.64 per 2021 
Bought Deal Warrant Share until March 16, 2023, in accordance with the terms and conditions set out in the 2021 Warrant 
Indenture. 
 
The following summary of certain provisions of the 2021 Warrant Indenture does not purport to be complete and is subject 
to the full text of the attributes of the 2021 Bought Deal Warrants contained in the 2021 Warrant Indenture filed on SEDAR 
under the issuer profile of the Corporation. The holders of 2021 Bought Deal Warrants do not, as such, have any voting right 
or other right attached to the Common Shares until and unless the 2021 Bought Warrants are duly exercised as provided for 
in the 2021 Warrant Indenture. 
 
The 2021 Warrant Indenture provides that the number of 2021 Bought Deal Warrant Shares which may be acquired by a 
holder of 2021 Bought Deal Warrants upon the exercise thereof will be subject to anti-dilution provisions governed by the 
2021 Warrant Indenture, including provisions for the appropriate adjustment of the class, number and price of the securities 
issuable under the 2021 Warrant Indenture upon the occurrence of certain events. The Corporation, during the period in 
which the 2021 Bought Deal Warrants are exercisable, will give notice to holders of 2021 Bought Deal Warrants of certain 
stated events, including events that would result in an adjustment to the exercise price for the 2021 Bought Deal Warrants or 
the number of 2021 Bought Deal Warrant Shares issuable upon exercise of the 2021 Bought Deal Warrants, a prescribed 
number of days prior to the record date or effective date, as the case may be, of such event. 
 
Debentures 
 
The Debentures are governed by the subordinated convertible debenture indenture dated April 27, 2020 between the 
Corporation and Computershare Trust Company of Canada (the “Debenture Indenture”) and related security agreements.  
The Debenture Indenture and related security agreement contains substantially the same representations, warranties and 
covenant (both restrictive and positive) as those contained in the Credit Agreement. 
 
The following summary of certain provisions of the Debenture Indenture does not purport to be complete and is subject to 
the full text of the attributes of the Debentures contained in the Debenture Indenture which the Corporation intends to file on 
SEDAR under the issuer profile of the Corporation. The holders of Debentures do not, as such, have any voting right or other 
right attached to the Common Shares until and unless the Debentures are duly converted as provided for in the Debenture 
Indenture. 
 
Each Debenture is comprised of $1,000.00 principal amount of convertible debentures of the Corporation. The Debentures 
bear interest at a rate of 10.0% per annum from the 2020 Closing Date, calculated semi-annually in arrears on June 30 and 
December 31 of each year. Interest will, subject to TSX-V approval, be paid annually in Common Shares and paid on 
December 31 of each year, with the last interest payment to be paid on the Maturity Date). Subject to TSX-V approval, the 
conversion price with respect to the Common Shares issued as payment in kind on account of interest shall be the market 
price of the Common Shares on the business day immediately prior to the conversion date of such interest payment. 
Notwithstanding the foregoing, in the event that the TSX-V does not approve the payment of interest in Common Shares for 
any particular interest payment period, such interest shall instead be paid in cash pursuant to the debenture indenture entered 
into between the Corporation and the debentureholders.  
 
The Debentures are convertible into Common Shares at the option of the debentureholder at any time and from time to time 
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prior to the Maturity Date upon such holder providing five (5) business days’ notice to the Corporation. The conversion price 
with respect to the Common Shares issued upon conversion of Debentures is $0.58 per Common Share. Debentureholders 
converting their Debentures will be entitled to receive accrued and unpaid interest thereon for the period from and including 
the date of the latest interest payment date, to and including the date of conversion. 
 
Any outstanding principal amount of the Debentures not converted prior to the Maturity Date will be repaid by the 
Corporation, at the election of the holders of the Debentures, in cash or Common Shares on the Maturity Date. 
 
On November 16, 2020, the Corporation announced completion of the early conversion of certain of its Debentures issued in 
connection with the 2020 Private Placement, pursuant to the Early Conversion Opportunity. Approximately $16.4 million 
aggregate principal amount of Debentures were converted under the Early Conversion Opportunity, resulting in the issuance 
of approximately 47.8 million Common Shares. Upon closing of the Early Conversion Opportunity, there were approximately 
$5.1 million aggregate principal amount of Debentures still outstanding. All such outstanding Debentures continue to be 
governed by the terms of the indenture between the Corporation and Computershare Trust Company of Canada dated April 
27, 2020, as amended. For more information regarding the Early Conversion Opportunity, please refer to the Corporation’s 
material change report dated November 26, 2020. 
 
2020 Warrants 
 
Each 2020 Warrant entitles the holder thereof to acquire 2020 Warrant Share at the Exercise Price until the Expiry Date. Any 
2020 Warrants not exercised prior to the Expiry Date shall be deemed to be void and of no further force and effect. Warrants 
and issue of Common Shares. The Exercise Price (and the number of 2020 Warrant Shares purchasable upon exercise) shall 
be subject to adjustment from time to time upon the occurrence of certain customary events as specified in the warrant 
certificate representing any such 2020 Warrants. 
 
Stock Option Plan 
 
The Corporation’s stock option plan (the “SOP”) was approved by the TSX-V in connection with the Qualifying Transaction. 
Effective as of November 26, 2018, the SOP was amended. Such amendment was of a “house-keeping” nature to address 
certain United States securities laws matters, to reflect the adoption of the LTIP and to make certain administrative changes 
to reflect the total number of securities that may be issued pursuant to the SOP.  The amended SOP was approved by the 
shareholders of the Corporation at the special meeting of shareholders held on December 28, 2018 and was approved by the 
TSX-V on January 16, 2019.  The SOP was subsequently reapproved by shareholders at the Corporation’s annual general and 
special meeting held on June 11, 2019 and on October 22, 2020. 
 
Summary of the Stock Option Plan 
 
The following is a summary of the principal provisions of the SOP and is qualified in its entirety by the full text of the SOP 
which is attached to the Corporation’s management information circular dated May 19, 2019, available on SEDAR, online 
at www.sedar.com. 
 
Options to purchase Common Shares may be granted to full-time and part-time employees of the Corporation or its 
subsidiaries, and Directors, officers, consultants or advisors of the Corporation or its subsidiaries; provided, however, that a 
consultant or advisor shall not be an eligible participant of the SOP unless such consultant or advisor is an individual that 
provides bona fide services to the Corporation and such services are not in connection with the offer or sale of securities in a 
capital-raising transaction, and do not directly or indirectly promote or maintain a market for Corporation’s securities. 
 
Pursuant to the SOP, the exercise price of any Option cannot be less than the market price of the Common Shares at the time 
the Option is granted. Market price is deemed to be the closing price of the Common Shares on the TSX-V on the last trading 
day immediately preceding the day upon which the Option is granted, subject to any discounts that may be granted in 
accordance with the policies of the TSX-V. Options shall vest on the dates specified in the option agreement between the 
Corporation and the participant optionee. The exercise period of the Options cannot exceed ten (10) years. In the event that 
a participant ceases to be eligible under the SOP due to death or incapacity, Options that are exercisable will terminate 180 
days after the date at which a participant ceases to be eligible, or in the case of retirement, 120 days after the date at which a 
participant ceases to be eligible. Subject to the provisions of any employment contract as it relates to exercise and vesting 
conditions, where a participant is terminated without good cause, the Options that are exercisable at the termination date will 
be exercisable until the earlier of (i) 30 days after that date, (ii) the date determined by the Board and (iii) the date at which 
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the Option expires pursuant to the SOP. Where a participant is terminated by reason of good cause or resignation, any Options 
held by the participant will expire immediately and are cancelled at such time as may be determined by the Board. 
 
The Board may grant Options, in accordance with the SOP, at any time they deem to be appropriate. The maximum number 
of Common Shares reserved for issuance under the SOP shall not exceed, in the aggregate, 10% of the issued and outstanding 
(a) Common Shares and (b) Flowr ULC Class A Shares (which are exchangeable for Common Shares at any time at the 
option of the holder), from time to time, provided that the Board shall have the right, from time to time, to increase such 
percentage subject to the approval of shareholders and such regulatory authorities, stock exchanges or over-the-counter 
markets having jurisdiction over the affairs of the Corporation. For purposes of clarity, the maximum number of Common 
Shares reserved and set aside for issue under the SOP and under LTIP shall not exceed 20% of the Common Shares and 
Flowr ULC Class A Shares. 
 
The maximum number of Common Shares reserved for issuance in any 12 month period to any individual employee, officer, 
Director, consultant or advisor shall not exceed 5% of the issued and outstanding Common Shares and Flowr ULC Class A 
Shares, and to any consultant or person providing investor relation activities shall not exceed 2% of the issued and outstanding 
Common Shares and Flowr ULC Class A Shares. The aggregate number of Common Shares that can be granted to insiders 
of the Corporation as a group shall not exceed 10% of the issued and outstanding Common Shares and Flowr ULC Class A 
Shares. 
 
Common Shares that were the subject of Options that have expired, been surrendered, lapsed, cancelled or terminated shall 
thereupon no longer be in reserve and may once again be subject to an Option granted under the SOP, effectively resulting 
in a replenishing of the number of Options available for grant under the SOP. 
 
Long Term Incentive Plan 
 
As part of an ongoing review of the Corporation’s compensation strategies, effective as of November 26, 2018 the Board 
approved the long-term incentive plan (the “LTIP”). The LTIP was approved by the shareholders of the Corporation at the 
special meeting of shareholders held on December 28, 2018 and was approved by the TSX-V on January 16, 2019. On May 
9, 2019 the Board approved certain amendments to the LTIP of a housekeeping nature in order to permit RSU Participants 
(as defined below) to elect to defer the payment in respect of an award of RSUs when it becomes payable on the applicable 
vesting date. Any such deferral by an RSU Participant may be for a period of no longer than 5 years from the date of the 
applicable RSU award agreement.  
 
Under the terms of the LTIP the Board or, if authorized by the Board, a committee of the Board may grant units (“Units”), 
which may be either RSUs or deferred share units (“DSUs”) to officers, Directors, employees or consultants of the 
Corporation; provided, however, that a consultant or advisor shall not be an eligible participant of the LTIP unless such 
consultant or advisor is an individual that provides bona fide services to the Corporation and such services are not in 
connection with the offer or sale of securities in a capital-raising transaction, and do not directly or indirectly promote or 
maintain a market for the Corporation’s securities. The purpose of the LTIP is to advance the interests of the Corporation: 
(a) through the motivation, attraction and retention of key employees and Directors of the Corporation; (b) by aligning the 
interests of eligible participants with the interests of shareholders generally; and (c) by furnishing eligible participants with 
an additional incentive in their efforts on behalf of the Corporation. 
 
Summary of the Long-Term Incentive Plan 
 
The following is a summary of the principal provisions of the LTIP and is qualified in its entirety by the full text of the LTIP 
which is attached to the Corporation’s management information circular dated May 19, 2019, available on SEDAR, online 
at www.sedar.com. 
 
Pursuant to the terms of the LTIP each Unit represents the right to receive one Common Share. Participation in the LTIP is 
voluntary and, if an eligible participant agrees to participate, the grant of Units is evidenced by an agreement between the 
Corporation and the participant. The interest of any participant in any Unit may not be transferred or assigned except by 
testamentary disposition or in accordance with the laws governing the devolution of property upon death. 
 
The maximum number of Common Shares which may be reserved and set aside for issue under the LTIP in respect of awards 
of DSUs to DSU Participants and for payments in respect of awards of RSUs to RSU Participants, shall not exceed 10% of 
the (a) Common Shares and (b) Flowr ULC Class A Shares (which are exchangeable for Common Shares at any time at the 
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option of the holder), being 42,000,000 Common Shares, provided that the Board shall have the right, from time to time, to 
increase such number of Common Shares subject to the approval of shareholders and such regulatory authorities, stock 
exchanges or over-the-counter markets having jurisdiction over the affairs of the Corporation. For purposes of clarity, the 
maximum number of Common Shares reserved and set aside for issue under the LTIP and under the SOP shall not exceed 
20% of the Common Shares and Flowr ULC Class A Shares. Common Shares that were the subject of awards that have 
expired, been surrendered, lapsed, cancelled or terminated shall thereupon no longer be in reserve and may once again be 
subject to an award granted under the LTIP, effectively resulting in a replenishing of the number of RSUs and DSUs available 
for grant under the LTIP. 
 
The LTIP, together with all other previously established or proposed security-based compensation arrangements of the 
Corporation, including the SOP, may not result in: 
 

(a) the number of Common Shares reserved for issuance to insiders at any time exceeding 10% of the issued and 
outstanding Common Shares and Flowr ULC Class A Shares; 
 

(b) the issuance to insiders of the Corporation of a number of Common Shares exceeding, within a one-year period, 
10% of the issued and outstanding Common Shares and Flowr ULC Class A Shares; or 
 

(c) the issuance to any one insider of the Corporation, within a one-year period, of a number of Common Shares 
exceeding 5% of the issued and outstanding Common Shares and Flowr ULC Class A Shares. 

 
Restricted Share Units 
 
An officer, Director, employee or consultant of the Corporation who has been designated by the Corporation for participation 
in the LTIP and who agrees to participate in the LTIP is an eligible participant to receive RSUs under the LTIP (an “RSU 
Participant”). 
 
Unless otherwise approved by the Board, a grant of RSUs will vest as to 33 1/3% on each of the first, second and third 
anniversary dates of the grant date, provided that all RSUs granted under a particular award shall vest on or before December 
31st of the calendar year which is 3 years following the calendar year in which the service was performed in respect of which 
the particular award was made (the “Final Vesting Date”), provided further that all payments under a particular award of a 
U.S. taxpayer shall be made on or before December 31st of the year in which the scheduled RSU vesting date (determined 
without regard to Section 3.2.2 of the LTIP) occurs or, if later, by the date that is two and one-half (2 ½) months after such 
scheduled RSU vesting date. In the event that a vesting date occurs within a blackout period or within 5 business days 
thereafter, the vesting date shall be 10 business days after the blackout period ends (the “Extension Period”). If an additional 
blackout period is subsequently imposed during the Extension Period, then the Extension Period will commence following 
the end of such additional blackout period. Despite the foregoing, a vesting date will not be extended beyond the Final Vesting 
Date. 
 
On each vesting date, unless the decision has already been made in the award agreement, the Corporation decides, in its sole 
discretion, whether to make all payments in respect of vested RSUs to the RSU Participant in cash, Common Shares issued 
from treasury or a combination thereof based on the fair market value of the Common Shares as at such date. For the purposes 
of the LTIP, the fair market value of a Common Share is the weighted average trading price of the Common Shares on the 
TSX-V for the 5 trading days immediately preceding the vesting date for a RSU or DSU Termination Date (as defined below) 
in respect of DSUs, as applicable. 
 
If an RSU Participant ceases to be an eligible participant under the LTIP due to termination with cause or voluntary 
termination by the RSU Participant, all unvested RSUs previously credited to the participant’s account are terminated and 
forfeited as of the termination date. If an RSU Participant ceases to be an eligible participant under the LTIP due to 
termination without cause, death, total or permanent long-term disability or retirement, any unvested RSUs previously 
credited to the participant’s account will continue to vest in accordance with their terms or, at the discretion of the Board, be 
terminated and forfeited as of the termination date, subject to the provisions of any RSU Participant’s employment contract. 
In the event the Corporation pays a dividend on the Common Shares subsequent to the granting of an RSU award, the number 
of RSUs relating to such award shall be increased to reflect the amount of the dividend. 
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Deferred Share Units 
 
A Director of the Corporation who has been designated by the Corporation for participation in the LTIP and who agrees to 
participate in the LTIP is an eligible participant to receive DSUs under the LTIP (a “DSU Participant”). 
 
All DSUs awarded to a DSU Participant vest on the date on which the DSU Participant ceases to be a Director of the 
Corporation (the “DSU Termination Date”). Notwithstanding the foregoing, any payments under a particular award of a 
U.S. taxpayer shall be made as soon as practicable following a DSU Termination Date in accordance with the LTIP, but in 
no case later than December 31st of the year in which such DSU Termination Date occurs or, if later, by the date that is two 
and one-half (2 ½) months after such DSU Termination Date. 
 
On the DSU Termination Date, payment in respect of a DSU Participant’s DSUs becomes payable and the Corporation 
decides, in its sole discretion, whether to make the payment in cash, Common Shares issued from treasury or a combination 
thereof based on the fair market value of the Common Shares as at the DSU Termination Date. 
 
In the event the Corporation pays a dividend on the Common Shares subsequent to the granting of a DSU award, the number 
of DSUs relating to such award shall be increased to reflect the amount of the dividend. 
 
Amendments 
 
The Corporation retains the right without the approval of shareholders: 
 

(a) to amend the LTIP or any RSUs or DSUs to: 
 
(i) make amendments of a grammatical, typographical, clerical and administrative nature and any amendments 

required by a regulatory authority or to comply or conform with applicable laws; 
(ii) change vesting provisions of the LTIP or any RSUs or DSUs; 
(iii) make any other amendments of a non-material nature; 
(iv) make amendments to the definition of “DSU Participant” and/or “RSU Participant” or the eligibility 

requirements of participating in the LTIP, where such amendment would not have the potential of 
broadening or increasing insider participation; 

(v) make amendments to the manner in which eligible participants may elect to participate in the LTIP; 
(vi) make any amendments to the provisions concerning the effect of the termination of a participant’s 

employment or services on such participant’s status under the LTIP; or 
(vii) make any amendment which is intended to facilitate the administration of the LTIP; or 
 

(b) to suspend, terminate or discontinue the terms and conditions of the LTIP and the RSUs and DSUs granted 
under the LTIP by resolution of the Board, provided that: 
 
(i) no such amendment to the LTIP shall cause the LTIP in respect of RSUs to cease to be a plan described in 

paragraph (k) of the definition of “salary deferral arrangement” in subsection 248(1) of the Income Tax Act 
(Canada) (the “ITA”) or any successor to such provision; 

(ii) no such amendment to the LTIP shall cause the LTIP in respect of DSUs to cease to be a plan described in 
regulation 6801(d) of the ITA or any successor to such provision; and 

(iii) any amendment shall be subject to the prior consent of any applicable regulatory bodies, including the 
TSX-V, as may be required. 

 
Any amendment to the LTIP which changes the vesting provisions of the LTIP or any RSUs or DSUs, or any suspension, 
termination or discontinuance of the terms and conditions of the LTIP and the RSUs and DSUs granted under the LTIP, shall 
take effect only with respect to awards granted after the effective date of such amendment, provided that it may apply to any 
outstanding award with the mutual consent of the Corporation and the participants to whom such awards have been granted. 
Any amendment to the LTIP other than as described above shall require the approval of shareholders given by the affirmative 
vote of a simple majority of the Common Shares (or, where required, “disinterested” shareholder approval) represented at a 
meeting of shareholders at which a motion to approve the LTIP or an amendment to the LTIP is presented. Specific 
amendments requiring shareholder approval include: 
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(a) to increase the number of Common Shares reserved under the LTIP; 
(b) to change the definition of RSU Participants or DSU Participants or the eligibility requirements of participating 

in the LTIP, where such amendment would have the potential of broadening or increasing insider participation; 
(c) the extension of any right of a participant under the LTIP beyond the date on which such right would originally 

have expired; 
(d) to permit RSUs or DSUs to be transferred other than by testamentary disposition or in accordance with the laws 

governing the devolution of property in the event of death; 
(e) to permit awards other than RSUs and DSUs under the LTIP; and 
(f) to amend the amendment provisions of the LTIP so as to increase the ability of the Board to amend the LTIP 

without Shareholder approval. 
 
In accordance with the policies of the TSX-V, to the extent that the Corporation grants RSUs, DSUs or Options to eligible 
participants under the LTIP and SOP, as applicable, which are agreed to be settled in cash on the grant date, such RSUs, 
DSUs and Options will not reduce the pool of securities available for grant under the SOP and LTIP, respectively. 
 

DIVIDEND POLICY 
 
There are no restrictions in the Corporation’s Articles preventing the Corporation from paying dividends. All of the Common 
Shares are entitled to an equal share in any dividends declared and paid. See “Description of Capital Structure – Preferred 
Shares” for a summary of the entitlements of holders of Preferred Shares with respect to dividends. The Board will determine 
if, and when, dividends will be declared and paid in the future from funds properly applicable to the payment of dividends 
based on the Corporation’s financial position at the relevant time. The Credit Agreement and the Debenture, as applicable, 
contain certain restrictions on the Corporation’s ability to issue dividends. 
 

MARKET FOR SECURITIES 
 
Trading Price and Volume 
 
The Common Shares are currently listed on the TSX-V under the trading symbol “FLWR”. The following table sets forth the 
reported intraday high and low prices and the trading volume for the Common Shares on the TSX-V, the Canadian marketplace 
on which the greatest volume of trading or quotation generally occurs, for the periods indicated. 
 

 TSX-V 
Month High 

($) 
Low 
($) 

Volume 

2020    
January  2.30 1.67 1,902,000 
February 1.75 0.57 4,657,300 
March 0.94 0.32 3,815,900 
April 0.82 0.49 2,872,300 
May 0.72 0.53 2,778,200 
June 0.65 0.51 2,163,100 
July 0.59 0.50 1,404,700 
August 0.50 0.40 2,309,300 
September 0.53 0.37 1,102,600 
October 0.50 0.40 872,000 
November 0.49 0.41 2,686,300 
December 0.50 0.31 8,225,100 

 
The Warrants are currently listed on the TSX-V under the trading symbol “FLWR.WT”. The following table sets forth the 
reported intraday high and low prices and the trading volume for the Warrants on the TSX-V, the Canadian marketplace on 
which the greatest volume of trading or quotation generally occurs, for the periods indicated.  

 TSX-V 

Month High 
($) 

Low 
($) 

Volume 

2020    
January  0.07 0.04 52,000 
February 0.04 0.01 561,500 
March 0.02 0.01 356,500 
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 TSX-V 

Month High 
($) 

Low 
($) 

Volume 

April 0.01 0.01 310,515 
May 0.03 0.01 63,000 
June 0.04 0.02 36,500 
July 0.04 0.02 57,500 
August 0.02 0.01 97,500 
September 0.01 0.01 5,000 
October 0.02 0.01 82,000 
November 0.02 0.01 37,250 
December 0.02 0.01 686,517 

 
Prior Sales 
 
Convertible Debentures – the following table summarizes details of the Debentures issued by the Corporation during the 
Corporation’s most recently completed financial year: 
 
 

Date(1) Type of Security Issued Issuance Price per 
Security ($) 

Number of Securities 
Issued 

April 27, 2020 10% Subordinated 
Debentures(1) 

$0.58 20,041 

June 3, 2020 10% Subordinated 
Debentures(1) 

$0.58 1,538 

 
(1) Issued pursuant to a private placement unit offering, with each unit comprising of: (i) one 10% Subordinated Debenture, each convertible into 

1,724 Common Shares at a conversion price of $0.58; and (ii) 1,724 warrants to purchase Common Shares at an exercise price of $0.76.  
 
Warrants – the following table summarizes details of the Warrants issued by the Corporation during the Corporation’s most 
recently completed financial year: 
 

Date(1) Type of Security Issued Issuance Price per 
Security ($) 

Number of Securities 
Issued 

April 27, 2020 Warrants(1) $0.76 34,550,684 
June 3, 2020 Warrants(1) $0.76 2,651,512 
June 24, 2020 Warrants(2) $0.76 1,472,308 
August 5, 2020 Warrants(2) $0.76 961,538 
August 28, 2020 Warrants(2) $0.76 673,077 
September 8, 2020 Warrants(2) $0.76 1,351,923 
October 1, 2020 Warrants(2) $0.76 1,923,077 
October 22, 2020 Warrants(2) $0.76 2,884,615 
December 22, 2020 Warrants(3) $1.01 375,063 

(1) Issued pursuant to a private placement unit offering, with each unit comprising of: (i) one 10% Subordinated Debenture, each convertible into 
1,724 Common Shares at a conversion price of $0.58; and (ii) 1,724 warrants to purchase Common Shares at an exercise price of $0.76.  

(2) Issued to Terrace pursuant to the Profit Sharing Agreement, subsequently cancelled upon closing the Terrace Arrangement.  
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(3) Issued in connection with the Terrace Arrangement expiring on July 19, 2021.  The Common Shares and Warrants issued pursuant to the Profit 
Sharing Agreement have been canceled.  
 

Options - the following table summarizes details of the issuances of Options by the Corporation issued during the Corporation’s 
most recently completed financial year: 
 

Date Type of Security Issued Exercise Price per 
Security ($) 

Number of Securities 
Issued 

March 23, 2020 Options $0.52 275,000 
May 2, 2020 Options $0.64 120,000 
December 22, 2020 Options $0.50 236,712 

 
RSUs - the following table summarizes details of the issuances of RSUs by the Corporation issued during the Corporation’s most 
recently completed financial year: 
 

Date Type of Security Issued Issuance Price per 
Security ($) 

Number of Securities 
Issued 

February 23, 2020 RSUs N/A 135,000 
February 1, 2020 RSUs N/A 50,000 
February 10, 2020 RSUs N/A 20,000 
March 10, 2020 RSUs N/A 45,000 
March 16, 2020 RSUs N/A 15,000 
April 20,2020 RSUs N/A 30,000 
June 24, 2020 RSUs N/A 105,000 
June 26, 2020 RSUs N/A 60,000 
July 13, 2020 RSUs N/A 15,000 
August 31, 2020 RSUs N/A 10,000 
November 23, 2020 RSUs N/A 88,500 

 
Escrowed Securities and Securities Subject to Contractual Restriction on Transfer – except as otherwise described below, as 
of April 28, 2021, to the Corporation’s knowledge, there are no other securities in escrow or that are subject to a contractual 
restriction on transfer:  
 

Designation of class Number of securities held in escrow 
or that are subject to a contractual 
restriction on transfer(1) 

Percentage of class 
 
 
 

Common Shares 57,259,213 
 

15.43% 

Options 4,835,530 34.6% 

Flowr ULC Class A Shares 42,000,000 99.04% 
Notes: 
(1) See “Risk Factors - Future Sales of the Common Shares by Existing Shareholders” for a description of the lock-up agreements restricting the 

transfer of securities noted in the table above. 
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DIRECTORS AND EXECUTIVE OFFICERS OF THE CORPORATION 
 

Directors and Executive Officers, Positions and Security Holdings 
 
The following table sets out the name; city, state/province and country of residence and position with the Corporation. The 
table also sets out the principal occupation of each current Director and executive officer of the Corporation for the five 
preceding years.  
 

Name, Province or 
State and Country of 

Residence 
 

Position with 
the 

Corporation(1) 

Principal Occupation During the Past Five Years 
 

Thomas Flow  
Kelowna, British 
Columbia, Canada 
 

Director  • CEO, President and Director of Flowr (2016- September 2017) 
• President and Director of Flowr (September 2017 – July 2018) 
• CEO and Director of Flowr (July 2018 – October 2018) 
• President and Director of Flowr (October 2018 – November 2018) 
• Co-CEO and Director of Flowr (November 2018 – June 2019) 
• Managing Partner and Director of Flowr (June 2019 – August 2020)  
• Director of Flowr (August 2020 – present) 
 

Steven Klein(6)  
Port Washington, New 
York, USA  
 

Director  
 

• Chief Executive Officer of Apple Core Holdings LLC (February 1992 
to present) 
 

Maurice 
Levesque(2)(3)(4)(5)  
Edmonton, Alberta, 
Canada  

Director  
 

• President, Heritage Bancorp Ltd. (August 2004 – present)  
• Imperial Ginseng Products Ltd., Executive Vice President (October 
2009 – present)  
• Knightswood Financial Corp., President (June 2008 – present)  
• President, Trilogy Bancorp Ltd. (January 1998 – present)  
 

Don Duet(2)(3)(4)(5)  
New York, New York, 
USA  

Director  
 

• Chief Executive Officer and Founder of Concourse (August 2018 – 
present)  
• President, Vapor.io (June 2017 – August 2018)  
• Partner, Goldman Sachs (1989 – 2017)  
 

Jörg Cieslok(4) 

Toronto, Ontario, 
Canada 
 

Director  • President and CEO of Cieslok Media Ltd. (Sept 2013 – Dec 2016) 

Michael Galego 
Toronto, Ontario, 
Canada 

Director and 
Chief Legal 
Officer  

• Chief Legal Officer and Director of the Corporation (December 2020 – 
present) 
• Chief Legal Officer and Director of Terrace (November 2019 – 
December 2020) 
CEO of Apolo Capital Advisory Corp. (September 1, 2018 – present) 
• General Counsel, Secretary & Managing Director of Acasta Enterprises 
Inc. (September 2017 – July 2018) 
•  CEO of the Stronach Group, Agricultural Division (February 2017 – 
September 2017) 
•  Director of ICC Labs Inc. (November 2016 – November 2018); 
•  General Counsel & Secretary at CGX Energy Inc. (2013 - 2016) 
•  Deputy General Counsel & Secretary at Pacific Rubiales Energy Corp. 
(2010 –  2016) 
 

Vincent 
Gasparro(4)(5)  

Toronto, Ontario, 
Canada 

Director  • Managing Director, Corporate Development & Clean Energy Financing 
at Vancity Community Investment Bank (March 2020 – present) 
• Principal Secretary in the Office of the Mayor of Toronto (November 
2018 – March 2020) 
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Name, Province or 
State and Country of 

Residence 
 

Position with 
the 

Corporation(1) 

Principal Occupation During the Past Five Years 
 

• Managing Director at The Green Tomorrow Fund (June 2010 – April 
2017)  
 

Joanne Lee(4)(5) 

Toronto, Ontario, 
Canada 
 

Director  • Premier Candle Corporation (November 2009 – present)  

Noel Biderman, 
Toronto, Ontario, 
Canada 
 

Director • Chief Executive Officer, Avenue Insights (November 2016 – present) 
• Chief Executive Officer, Avid Life Media (January 2010 – September 
2015) 
 

Lance Emanuel(7) 
Toronto, Ontario, 
Canada 
 

President and 
Interim CEO 

• President, Flowr (December 2018 – present) 
• President and Chief Operating Officer, QuarterSpot, Inc. (April 2011 – 
December 2018) 

Irina Hossu 
Toronto, Ontario, 
Canada 
 

Chief 
Financial 
Officer 

• Chief Financial Officer, Flowr (March 2020 – present) 
• Vice President Finance, Corporate Payments & Emerging Markets, WEX 
(September 2016 – March 2020) 
• Director, Finance, Revlon (July 2012 – July 2016) 

 
Notes:  
(1) Each Director listed will hold his or her position as a Director of the Corporation until the next annual meeting of shareholders or until their respective successors are 

elected or appointed in accordance with applicable law or the Corporation’s by-laws.  
(2) Member of the Nominating and Corporate Governance Committee of the Corporation.  
(3) Member of the Human Resources and Compensation Committee of the Corporation.  
(4) Independent Director.  
(5) Member of the Audit Committee of the Corporation. Each member of the Audit Committee has the required financial education and/or experience that would deem them 

“financially literate” by reason of having the ability to read and understand a set of financial statements that present a breadth and level of complexity of accounting 
issues that are generally comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the Corporation’s financial statements.   

(6) Non-Executive Chairman of the Board.  
(7) Resignation tendered effective May 3, 2021, at which time Darryl Brooker will become Chief Executive Officer. 
 
Shareholdings of Directors and Executive Officers 
 
To the knowledge of the Corporation, as at April 28, 2021, the Directors and executive officers of the Corporation as a group 
beneficially own, directly or indirectly, or exercise control or direction over an aggregate of 138,825,514 Common Shares, 
representing approximately 37.39% of the issued and outstanding Common Shares on that date.   
 
Biographies 
 
The following are brief profiles of the Directors and the executive officers of the Corporation. 
 
Executive Officers 
 
Lance Emanuel, President and Interim CEO – Mr. Emanuel co-founded QuarterSpot, Inc., an online lending platform. As 
President and COO, Mr. Emanuel built the company into an industry leader by overseeing the issuance of 8,500 loans and 
$670 million in financing in 6 years. He also led LASO, Inc., the company’s intellectual property arm and formed a 
distribution partnership with one of the top 3 credit bureaus in the U.S. Previously, Mr. Emanuel served as General Counsel 
and COO at GotCoders, Inc, a software development consultancy.  Mr. Emanuel holds a BBA, with distinction, from the 
University of Michigan’s Ross School of Business and received his Juris Doctor from the Benjamin N. Cardozo School of 
Law in New York City. 
 
Irina Hossu, Chief Financial Officer – Ms. Hossu is a CPA, CMA, holds a MBA from Wilfrid Laurier University and holds 
a Commerce degree (Honours), from McMaster University.  Irina brings experience from diverse industries including 
consumer-packaged goods, beverage / alcohol and financial technology companies.  She has over eighteen years’ experience 
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leading finance organizations across multiple continents, and has held senior roles in finance, accounting and strategic 
planning.  Most recently, Ms. Hossu served as Vice President Finance, Corporate Payments & Emerging Markets of WEX, 
a global leader in financial technology solutions where she was responsible for developing the strategic five-year plan, the 
integration of global acquisitions, multinational financial reporting and controls, including SOX compliance, and continuous 
process improvement including forecasting, capital allocation and financial strategy. Prior to WEX, she was Head of Finance 
at Revlon Canada. 
 
Michael Galego, Chief Legal Officer and a Director – Mr. Galego is an executive, lawyer and corporate director with 
extensive M&A and corporate finance experience. He is currently Chief Legal Officer and a director of the Corporation, CEO 
of Apolo Capital Advisory Corp. and sits on the board of directors of several public and private companies. Mr. Galego was 
a co-founder and director of ICC Labs Inc. and was integral in its sale to Aurora Cannabis Inc. in November 2018. Mr. Galego 
was a co-founder, director and Chief Legal Officer of Terrace. Mr. Galego is a lawyer by training with more than 14 years 
of M&A and corporate finance experience. His previous legal experience includes being General Counsel, Secretary and 
Managing Director of Acasta Enterprises Inc., Deputy General Counsel and Secretary of Pacific Exploration & Production 
Corp. and General Counsel and Secretary of CGX Energy Inc. Mr. Galego began his legal career as an associate in the 
business law department of Osler, Hoskin & Harcourt LLP. Mr. Galego also previously served as Chief Executive Officer of 
the Agricultural Division of the Stronach Group. Mr. Galego is a member of the TSX-V Ontario Advisory Committee 
providing advice and recommendations to the TSX-V on policy, operational and strategic issues likely to have a significant 
impact on the public venture capital market. Mr. Galego is currently on the board of directors of Waterfront Toronto, which 
is the advocate and steward of Toronto’s waterfront revitalization project. Mr. Galego is a graduate of York University (Hons. 
B.A.) and the University of Windsor (LL.B). In 2013, he was recognized by Lexpert as one of Canada’s “Top 40 under 40” 
leading lawyers. In 2015, Mr. Galego attended Harvard Business School’s High Potentials Leadership Program after being 
nominated by Pacific E&P. 
 
Directors 
 
Steven Klein – Mr. Klein received his J.D., Magna Cum Laude, from Boston University Law School and a Master’s Degree 
in tax law from New York University Law School. He received his Bachelor of Science in business from the State University 
of New York in Albany. Mr. Klein is currently, and has been over the past five years, the Chief Executive Officer of Apple 
Core Holdings LLC, which owns and operates hotels and event spaces, and provides seed capital to hedge funds, venture 
capital funds, and private equity funds. Previously, Mr. Klein was an attorney at Skadden, Arps, Slate, Meagher & Flom 
LLP. 
 
Jörg Cieslok is an executive in the world of out-of-home media. Known for his industry foresight, out-of-the-box thinking, 
and sales and marketing strategy, Mr. Cieslok has changed the landscape of out-of-home media in Canada over the course of 
a 30-year career. By embracing creativity and innovation, he takes advertising campaigns from conceptual ideas to award-
winning experiential media placements. Jörg was the recipient of the prestigious 2017 CVCA Private Equity deal of the year 
award for the sale of Cieslok Media to Bell Media. 
 
Vincent Gasparro is currently the Managing Director, Corporate Development & Clean Energy Finance, at Vancity 
Community Investment Bank. From November 2018 to March 2020, he was the Principal Secretary in the Office of the 
Mayor of Toronto where he had specific public policy responsibilities including matters related to Toronto Hydro, Toronto 
Parking Authority, Toronto Global, Toronto Community Housing, CreateTo and the Toronto Police Service. Prior to that, 
Mr. Gasparro had various roles in private equity with Lynx Equity Ltd. and affiliates thereof, and from 2003 to 2006, served 
as Special Assistant in the Office of the Prime Minister of Canada. Mr. Gasparro has a BA from York University, an MSc 
from the London School of Economics and an MBA from the Villanova School of Business in Philadelphia. Prior to its 
acquisition by the Corporation, he sat on the board of Terrace and has previously served on the board of directors and was 
Chair of the Investment Advisory Committee of Toronto Community Housing Corporation.  
 
Joanne Lee is a seasoned business executive with strong Operations, Logistics and Procurement expertise, underpinned by 
extensive financial and M&A experience. She has held key roles in the Healthcare, Consumer Packaging, Polymer and 
Chemical sectors. As a proven organizational change leader, Ms. Lee has led teams through challenging turnarounds as well 
as significant business enhancements that have led to increased profitability. Ms. Lee joined Premier Candle Corporation 
(PCC) in 2009 as General Manager leading the corporation’s largest division. Today, as the company’s CEO, Ms. Lee 
oversees all company functions and divisions, providing both operational and strategic leadership. Her guidance has led to 
sustained top and bottom-line growth, and has positioned PCC as a North American industry leader known for its quality and 
progressive capabilities. Prior to joining Premier Candle Corporation Joanne spent several years with Bayer Inc, where she 
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progressed through roles of increasing responsibility including VP, Head of Controlling, VP Business Partnering & 
Operations, VP Corporate Controlling, Business Planning & Analysis. Ms. Lee has demonstrated the ability to achieve 
results, resolve complex issues, seek and develop business opportunities. Ms. Lee also held an excellent track record for 
leading numerous M&A projects. Ms. Lee is recognized as a creative and outstanding leader in organizational development. 
She has been recognized with many leadership awards, and has been twice nominated for the RBC Canadian Women 
Entrepreneur Award. Ms. Lee graduated from University of Ryerson and majored in Finance and Accounting. 
 
Don Duet – Mr. Duet is an accomplished leader in successfully developing and executing business and technology strategies. 
Don currently is CEO and founder of Concourse, an emerging leader in the rapidly growing field of Enterprise Cloud 
Governance and Controls; as well as a Senior Advisor at McKinsey Corporation. Prior to founding Concourse in August, 
2018, Don served as President of Vapor.io, a leader in Edge Computing. Don spent 28 years at Goldman Sachs, during which 
time he held senior leadership roles in Technology in New York, London, Hong Kong and Tokyo. Don led the global 
technology division for Goldman from 2012 prior to 2016 and was named a partner of the firm in 2006 and Managing Director 
in 2000. Don was the CIO for Asia Pacific from 2001 to 2006 and served on the Asia management committee. Since relocating 
to the US in 2006, Don cochaired the IBD Technology Investment Committee and was a member of the firm’s Firmwide 
Risk, Market Risk and Business Standards committee. Don played an integral role in creating Goldman’s business systems 
architecture, algorithmic trading and risk management platform as well as leading strategic firm wide investments in VDI, 
Data architecture, AI and Cloud / Software Defined Infrastructure. He also created and led the teams responsible for the 
development of Symphony and Orbit which were subsequently spun out of the firm as broader industry platforms. Within 
the technology industry, Don has been an active and vocal proponent of Open Source and Open Standards communities 
including acting as a founding board member of the Open Compute Project. 
 
Maurice Levesque – Mr. Levesque is a founder, Chairman, and Chief Executive Officer of Qwest Investment Management 
Corp. (“QIM”), an investment management firm specializing in identifying emerging trend opportunities, managing 
merchant banking transactions and structuring investment products in those sectors of the capital markets in which it has 
experience and expertise. Mr. Levesque is the Chairman, CEO and Chief Compliance Officer of Qwest Investment Fund 
Management Ltd., and Chairman, President and director of Heritage Bancorp Ltd. (both companies a subsidiary of QIM). 
Mr. Levesque has 30 years of experience in the Canadian financial industry and is recognized for his broad knowledge, skills 
and experience in the venture capital industry, financial services industry and for his leadership skills in new business 
formation and development. Mr. Levesque is a founder and/or a director of several private and publicly traded companies 
which operate in a variety of industries. Mr. Levesque graduated from The Northern Alberta Institute of Technology with a 
diploma in Administration Management. 
 
Noel Biderman – Mr. Biderman is an international CEO, founder, author, speaker and lecturer. Mr. Biderman has overseen 
companies in a number of different verticals, most recently in the legal technology and online dating spaces, but in addition, 
in the IPTV, online real estate, and sports management arena.  These companies have generated over a $1 billion in revenue 
and operate in over 50 countries and 20 different languages. The global marketing campaigns created by Mr. Biderman 
resulted in those services and websites becoming some of the most visited in the world.  As a graduate of Osgoode Hall Law 
school, Mr. Biderman represented 47 professional athletes around the globe including in the NBA, NFL, as well as members 
of Canada’s Olympic team. Mr. Biderman’s literary publications include SmartCountry (fiction), Cheaters Prosper 
(International Best Seller), Adultropology (non-fiction), and he has appeared as a Speaker at TEDx and Big Think, as a 
lecturer at Yale University, and as a commentator on Bloomberg and CNBC. 
 
Corporate Cease Trade Orders or Bankruptcies 
 
Except as described below, no individual who is a Director, officer or promoter of or a securityholder anticipated to hold 
sufficient securities of the Corporation to affect materially the control of the Corporation, is, or has been within the past ten 
years, a director, officer or promoter of any other person or company that, while such person was acting in that capacity, was: 
 

(a) the subject of a cease trade or similar order or an order that denied the person or company access to any 
exemptions under applicable securities law for a period of more than 30 consecutive days; or 

(b) declared bankrupt or made a proposal under any legislation relating to bankruptcy or insolvency or been subject 
to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or 
trustee appointed to hold the assets of that person. 

 
Mr. Levesque has been the President and a director of Knightswood Financial Corp. (“KFC”) since December 1996. KFC 
was a publicly listed company on the TSX-V until mid-2017, and prior to December 1998 was known as First Venture 



45 2020 Annual Information Form 

 

 

Developments Ltd. Trading in the shares of KFC was halted on June 11, 2001, pending clarification of the company’s affairs. 
On July 20, 2001, trading in the securities of KFC resumed under the “Inactive” designation pending completion of the 
review of the company’s reorganization as per Canadian Venture Exchange (now the TSX-V) Policy 2.6. This review resulted 
in KFC no longer being deemed inactive as per Policy 2.6. 
 
Mr. Galego previously served as Deputy General Counsel and Secretary of Pacific Exploration and Production Corp.  
(“Pacific”).  On  April  19,  2016, Pacific  announced  that  it  had  entered  into  an  agreement  with  certain  of  its creditors 
to carry out a restructuring transaction of Pacific’s more than U.S.$5.4 billion of indebtedness (the “Pacific Restructuring 
Transaction”) and on April 27, 2016, Pacific commenced proceedings and obtained court protection under the Companies’ 
Creditors Arrangement Act in Canada, and ancillary proceedings under Chapter 15 of the United States  Bankruptcy  Code  
and  under  Colombia  Law  1116.  Following the announcement of the Pacific Restructuring Transaction, Pacific’s shares 
were suspended from trading and ultimately delisted from the Toronto Stock Exchange and La Bolsa de Valores de Colombia 
(the Bogota stock exchange). The Pacific Restructuring Transaction closed on November 2, 2016 and Pacific’s common 
shares were listed for trading on the Toronto Stock Exchange on November 3, 2016 under the ticker symbol “PEN”. Pacific’s 
common shares were not re-listed on La Bolsa de Valores de Colombia. 
 
Mr. Emanuel has been a director of QuarterSpot, Inc. since April 2011.  On July 10, 2020, a Writ of Eviction was filed by 
QuarterSpot’s landlord for its Virginia office for failure to make lease payments during the pandemic.  On November 2, 2020, 
a breach of contract claim was filed by QuarterSpot’s landlord for its Texas office for failure to make lease payments during 
the pandemic. 
 
Penalties or Sanctions 
 
Except as described below, no Director, officer or promoter of the Corporation or a securityholder holding sufficient securities 
of the Corporation to affect materially the control of the Corporation, has been subject to any penalties or sanctions imposed 
by a court relating to securities legislation or by a securities regulatory authority or has entered into a settlement agreement 
with a securities regulatory authority or been subject to any other penalties or sanctions imposed by a court or regulatory 
body, including a self-regulatory body, that would be likely to be considered important to a reasonable securityholder making 
an investment decision. 
 
Mr. Klein is a former members of the board of directors of CNC Development, Ltd. (“CNC”). During the tenure of Mr. 
Klein, CNC exhausted its liquidity and was unable to pay the necessary accounting and legal fees to fulfill its requirements 
as a publicly listed company in the United States to file periodic reports with the SEC. Trading in the shares of CNC was 
suspended and the SEC took administrative action to delist CNC in 2013. 
 
Individual Bankruptcies 
 
Except as described below, no Director, officer or promoter of the Corporation or a securityholder holding sufficient securities 
of the Corporation to affect materially the control of the Corporation, or a personal holding company of any such person, has, 
within the ten years before the date of this Annual Information Form, become bankrupt, made a proposal under any legislation 
relating to bankruptcy or insolvency or been subject to or instituted any proceedings, arrangement or compromise with 
creditors, or had a receiver, receiver manager or trustee appointed to hold the assets of that individual. 
 
Thomas Flow was declared bankrupt on April 6, 2011. On January 7, 2012, Mr. Flow was discharged pursuant to subsection 
168.1(1) of the Bankruptcy and Insolvency Act, (Canada) from all debts, except those matters referred to in subsection 178(1) 
of the Bankruptcy and Insolvency Act, (Canada). 
 
Conflicts of Interest 
 
Other than as discussed herein, there are no known existing or potential conflicts of interest between the Corporation or a 
subsidiary of the Corporation and a Director or officer of the Corporation or a subsidiary of the Corporation. 
 

LEGAL PROCEEDINGS AND REGULATORY MATTERS 
 
Other than as discussed herein, to the knowledge of the Corporation, there are no material legal proceedings or regulatory actions 
known or known to be contemplated against the Corporation or to which any of its property is or may be subject in respect of 
which the claim for damages, exclusive of interest and costs, exceeds ten percent (10%) of the current assets of the 
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Corporation. No penalties or sanctions have been imposed against the Corporation by a court relating to securities legislation 
or by a securities regulatory authority and no settlement agreements have been entered into by the Corporation before a court 
relating to securities legislation or with a securities regulatory authority. 
 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 
 

Other than as disclosed herein, to the knowledge of the Corporation, none of: (i) the Directors, executive officers or persons 
that beneficially own, or control or direct, directly or indirectly, more than 10% of the outstanding securities of the 
Corporation; or (ii) any associate or affiliate of the persons referred to in (i), has or has had any material interest, direct or 
indirect, in any transaction within the three most recently completed financial years or during the current financial year that 
has materially affected or will materially affect the Corporation or any of its subsidiaries. 
 

PROMOTER 
 

To the knowledge of the Corporation, as of April 28, 2021: (i) Tom Flow beneficially owns, or controls or directs, directly 
or indirectly, a total of 26,025,000 Common Shares, representing approximately 7% of the equity of the Corporation on a 
non-diluted basis; and (ii) Steven Klein, through Core Flow Canada Holdings Inc., beneficially owns, or controls or directs, 
directly or indirectly, a total of 41,049,642 Common Shares as well as 1,200,000 Options, 41,598,000 Flowr ULC Class A 
Shares, and 18,546,792 Warrants that are convertible or exercisable into Common Shares, representing approximately 28% 
of the equity of the Corporation on a non-diluted basis. Other than compensation as an employee of the Corporation or as 
disclosed in this section or elsewhere in this Annual Information Form, no person who was a promoter of the Corporation: 
 

• received anything of value directly or indirectly from the Corporation or a subsidiary within the last two years;  
• sold or otherwise transferred any asset to the Corporation or a subsidiary within the last two years;  
• has been a director, chief executive officer or chief financial officer of any company that during the past 10 years 

was the subject of a cease trade order or similar order or an order that denied the Corporation access to any 
exemptions under securities legislation for a period of more than 30 consecutive days or became bankrupt, made 
a proposal under any legislation relating to bankruptcy or insolvency or been subject to or instituted any 
proceedings, arrangement or compromise with creditors or had a receiver or receiver manager or trustee appointed 
to hold its assets;  

• has been subject to any penalties or sanctions imposed by a court relating to Canadian securities legislation or by 
a Canadian securities regulatory authority or has entered into a settlement agreement with a Canadian securities 
regulatory authority within the last two years; 

• has been subject to any other penalties or sanctions imposed by a court or regulatory body that would be likely to 
be considered important to a reasonable investor making an investment decision within the last two years; or 

• has within the past 10 years become bankrupt, made a proposal under any legislation relating to bankruptcy or 
insolvency or been subject to or instituted any proceedings, arrangement or compromise with creditors or had a 
receiver or receiver manager or trustee appointed to hold its assets. 
 

Mr. Flow assigned certain patent applications to the Corporation for no consideration. The Corporation is now seeking these 
patents. 
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RELATED PARTIES 
 

The Corporation and its subsidiaries are considered related parties under Multilateral Instrument 61-101 – Protection of 
Minority Security Holders in Special Transactions (“MI 61-101”) as a result of Core Flow Canada Holdings Inc.’s deemed 
beneficial ownership of the Common Shares underlying the Flowr ULC Class A Shares it holds, and also on the basis that 
Core Flow Holdings Canada Inc. is controlled by Steve Klein (a Director). 
 
As a result, the Corporation does not benefit from the exemption of the application of the related party transaction rules in 
section 5.1 of MI 61-101 for transactions with Flowr ULC or Flowr Okanagan on the basis that: (i) it is not a downstream 
transaction, because Core Flow Canada Holdings Inc. is a related party of the Corporation and Core Flow Canada Holdings 
Inc. has more than 5% of the voting rights in Flowr ULC; and (ii) neither Flowr ULC nor Flowr Okanagan are wholly owned 
subsidiaries of the Corporation. 
 
The Corporation does from time to time enter into related party transactions with Flowr ULC and Flowr Okanagan primarily 
related to cash management transactions, intercompany loans and the issuances of shares from the Flowr ULC to the 
Corporation in accordance with the Share Exchange Agreement. 
 

AUDIT COMMITTEE 
 

The Board has established an audit committee comprised of three directors (the “Audit Committee”). As at December 31, 
2020, the Audit Committee was chaired by Maurice Levesque and the other committee members included Vince Gasparro 
and Joanne Lee. Each member of the Audit Committee is independent of management of the Corporation and is financially 
literate in that each has the ability to read and understand a set of financial statements that present a breadth and level of 
complexity of accounting issues that are generally comparable to the breadth and complexity of the issues that can reasonably 
be expected to be raised by the Corporation’s financial statements. The relevant education and experience of each member 
of the Audit Committee is provided above, under the heading “Directors and Executive Officers of the Corporation – 
Biographies”. 

The mandate of the Audit Committee is set out in the written Charter of the Audit Committee. A copy of the Audit Committee 
charter is included as Appendix “B” attached hereto. 

Reliance on Certain Exemptions 

The Corporation is a “venture issuer” as defined in NI 52-110 and, during the Corporation’s most recently completed financial 
year, it relied on the exemption in section 6.1 of NI 52-110 relating to Parts 3 (Composition of Audit Committee) and 5 
(Reporting Obligations).  

Audit Committee Oversight 

At no time since the commencement of the Corporation’s most recently completed financial year was a recommendation of 
the Audit Committee to nominate or compensate an external auditor not adopted by the Board. 

Pre-Approval Policies and Procedures 

The Audit Committee is authorized by the Board to review the performance of the Corporation’s external auditors and 
approve in advance the provision of services other than auditing and to consider the independence of the external auditors, 
including reviewing the range of services provided. The Audit Committee may delegate to any independent member of the 
Audit Committee the authority to pre-approve any non-audit services. 

External Auditor Service Fees 

A summary of the external auditor service fees and billings paid or payable to the Corporation’s external auditors in respect 
of the last two fiscal years ended December 31 is set out below: 
 

Fiscal Year Audit Fees Audit-Related 
Fees 

Tax Fees All Other Fees Total 

2020 $295,000 $110,250 $33,400 $18,525 $457,175 
2019 $125,000 $115,950 $39,897 $89,500 $370,347 
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MATERIAL CONTRACTS 
 

The Corporation and/or its subsidiaries, as applicable, have entered into the following material contracts since the beginning 
of the Corporation’s most recently completed financial year or before the Corporation’s most recently completed financial 
year if any such contract is still in effect, and which are outside of the ordinary course of the Corporation’s business. A 
description and summary for each material contract is provided below or has been cross-referenced in this Annual 
Information Form. 
 

1. Good Manufacturing Practice certification in accordance with European Union standards, for the 
Corporation’s manufacturing facility in Sintra, Portugal. The Good Manufacturing Practice certification was 
issued by INFARMED. The Good Manufacturing Practice certification allows the facility to manufacture and 
export Good Manufacturing Practice-certified finished medical cannabis products, specifically dried flower, 
from Portugal to international markets with legal medical cannabis regulations. 
 

2. Authorization of Activities Related to Medicinal Cannabis issued to RPK Biopharma, Unipessoal, Lda. by 
INFARMED on February 17, 2020. 

 
3. Manufacture Permit ML017/18v1-P001 issued to TCann Pty Ltd by Department of Health, Australia for the 

period February 4, 2020 to June 30, 2021. 
 

4. Loan Agreement: RPK Biopharma Unipessoal Lda entered into a loan agreement with Credito Agricola Bank, 
which provides for an aggregate loan of approximately €5.22 million, for the purposes of construction of 
facilities in Sintra, Portugal (signed February 22, 2019), and approximately €200,000 for vehicle purchasing 
(signed January 25, 2019). 

 
5. Credit Agreement, Amending Agreement and ARCA – See “Description of the Business – Recent Events”. 

 
6. Holigen Agreement: On November 19, 2018, the Corporation entered into a binding term sheet with Holigen 

pursuant to which the Corporation agreed to lend $6,000,000 to Holigen. On December 19, 2018, the 
Corporation entered into the Holigen Agreement which (i) entitled the Corporation to convert the $6,000,000 
loan into shares of Holigen, or a subsidiary thereof, and (ii) the Corporation purchased additional shares of 
Holigen, or a subsidiary thereof. Upon closing, the Corporation owned 19.8% of the issued and outstanding 
shares of Holigen. 

 
7. Hawthorne Agreement: On December 14, 2018, Flowr ULC, Flowr Okanagan and Hawthorne entered into 

an amended and restated agreement pursuant to which Hawthorne retained Flowr Okanagan to oversee the 
construction of a research and development facility and provide certain research and development services. 
Pursuant to the Hawthorne Agreement, Flowr Okanagan and Flowr ULC will work with Hawthorne to design 
a research and development facility on property owned by Flowr Okanagan. Hawthorne agreed to loan Flowr 
Okanagan up to a maximum amount of $11,500,000 to construct the research and development facility. Flowr 
Okanagan will be the owner of the research and development facility. The Hawthorne Agreement was further 
amended on November 15, 2019. 

 
8. Authorisation of Activities Related to Medicinal Cannabis issued to RPK Biopharma, Unipessoal, Lda. by 

INFARMED on February 1, 2019. 
 

9. Licence to Manufacture Therapeutic Goods #MI-2018LI-02635-1 issued to TCann Pty Ltd by Department of 
Health, Australia. 

 
10. Escrow Agreements – See “General Development of the Business – Significant Acquisitions”. 

 
11. Holigen Lock-Up Agreements: In connection with the Consideration Shares issued as part of the Holigen 

Acquisition, the Vendors entered into lock-up agreements with the Corporation pursuant to which the Vendors 
have agreed not to directly or indirectly, without the prior written consent of the Corporation, or waiver by 
the Corporation (not to be unreasonably withheld, delayed or conditioned) offer, sell, contract to sell, grant 
or sell any option to purchase, hypothecate, encumber, pledge, transfer, assign, purchase any option or 
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contract to sell, lend, swap or enter into any other agreement to transfer the economic or voting consequences 
of, any right, title or interest in, or otherwise dispose of or deal with the Consideration Shares (or Common 
Shares or other securities which any Series 1 Preferred Shares held by the Vendor may from time to time 
convert), whether through the facilities of a stock exchange, by private placement or otherwise, except to 
certain permitted transferees (including the other Vendor, certain family members of a Vendor, or a 
corporation controlled by any of the foregoing). 
 

12. Conversion Agreement – See “Description of Capital Structure”. 
 

13. Common Share Purchase Warrant Indenture between The Corporation and Computershare Trust Company 
of Canada dated August 8, 2019 providing for the issue of the Bought Deal Warrants issued by the Corporation 
in a short form prospectus offering completed August 8, 2019. 
 

14. The Licenses – See “Description of the Business – The Facilities”. 
 

15. The Lease entered into on December 1, 2016, as amended, with 0954717 B.C. Limited and Cannatech Plant 
Systems Inc. (now Flowr Okanagan) with respect to the K1 Facility. The Lease expires on November 30, 
2041 and contains: (i) a right of first refusal in favour of Flowr Okanagan to purchase the land if 0954717 
B.C. Limited receives a third-party offer to purchase the land; and (ii) an option to purchase the land.  
 

16. Share Exchange Agreement: Needle, Flowr Privateco, Flowr ULC and Flowco US Partners entered into a 
share exchange agreement which sets out the rights of the Flowco US Partners to exchange their Flowr ULC 
Class A Shares for Common Shares, for no additional consideration, following the completion of the 
Qualifying Transaction and the mechanism by which additional Flowr ULC Common Shares will be issued 
to the Corporation in the event that the Corporation issues additional Common Shares. 

 
17. Debenture Indenture – See “Description of Capital Structure”. 

 
18. Arrangement Agreement between the Corporation and Terrace dated October 19, 2020 and the Amending 

Agreement thereto dated November 16, 2020 – See “General Development of the Business – Significant 
Acquisitions”. 

 
19. Nomination and Voting Agreement – See “General Development of the Business – Significant Acquisitions”. 

 
20. 2021 Warrant Indenture – See “Description of Capital Structure”. 

 
Copies of the above listed material contracts are available on the Corporation’s profile on SEDAR at www.sedar.com or 
upon request from the Corporation at 60 Adelaide Street East, Suite 1000, Toronto ON M5C 3E4. 
 

INTEREST OF EXPERTS 
 
The auditors of the Corporation are MNP, LLP, Chartered Professional Accountants, 50 Burnhamthorpe Road West, Suite 
900, Mississauga, Ontario L5B 3C2. MNP LLP, Calgary, Alberta was first appointed auditors of Needle on November 3, 
2016 and MNP, Mississauga, Ontario were appointed auditors of the Corporation on January 24, 2018. MNP was the 
auditor in respect of the consolidated financial statements of the Corporation for the years ended December 31, 2019 and 
December 31, 2020. MNP has confirmed that they are independent within the meaning of the relevant rules and related 
interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation or regulations. As 
of the date hereof, MNP LLP and its partners and associates, beneficially own, directly or indirectly, in their respective 
groups, less than 1% of any class of outstanding securities of the Corporation. No director, officer or employee of MNP, is 
or is expected to be elected, appointed or employed as a Director, officer or employee of the Corporation or any associate 
or affiliate of the Corporation. 

 
TRANSFER AGENT AND REGISTRAR 

 
The transfer agent and registrar for the Common Shares is Computershare Investor Services Inc. at its principal offices in 
Toronto, Ontario. 

http://www.sedar.com/
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RISK FACTORS 
 

The following sets forth certain risks and uncertainties that could have a material adverse effect on the Corporation’s 
business, financial condition and results of operations and the trading price of the Common Shares, which could decline, and 
investors may lose all or part of their investment. Additional risks and uncertainties of which the Corporation currently is 
unaware or that are unknown or that it currently deems to be immaterial could have a material adverse effect on the 
Corporation’s business, financial condition and results of operations. The Corporation cannot assure you that it will 
successfully address any or all of these risks. The risks described below describe certain currently known material factors, 
any of which could have a material adverse effect on the Corporation’s business, financial condition and results of 
operations. There is no assurance that any risk management steps taken will avoid future loss due to the occurrence of the 
risks described below or other unforeseen risks. 
 

Risks Related to the Business 
 
The dispositions of Tcann, Terra Nova and Oransur might not close on the terms discussed herein 
 
The planned dispositions of Tcann, Terra Nova and Oransur are subject to entering into definitive agreements and a number 
of customary closing conditions. The dispositions may not close for a variety of reasons, including if the conditions to the 
closings of the respective dispositions, corporate regulatory and third party approvals are not satisfied or waived, some of 
which are not within the control of the Corporation. In addition, even if the dispositions are completed, they may not close 
on the terms or the timing currently expected. 
 
Limited Operating History and Uncertainty of Future Revenues 
 
The Corporation has a limited operating history and, accordingly, potential investors will have a limited basis on which to 
evaluate the Corporation’s ability to achieve its business objectives. The future success of the Corporation is dependent on 
management’s ability to implement its strategy. Although management is optimistic about the Corporation’s prospects, 
there is no certainty that anticipated outcomes and sustainable revenue streams will be achieved and there is no certainty 
that the Corporation will be able to successfully produce commercial cannabis or establish a market for its products. The 
Corporation faces risks frequently encountered by early-stage companies. In particular, its future growth and prospects will 
depend on its ability to expand its operations and gain additional revenue streams whilst at the same time maintaining 
effective cost controls. Any failure to expand is likely to have a material adverse effect on the Corporation’s business, 
prospects, financial condition and results of operations. 
 
The Corporation May Not Be Able to Achieve or Maintain Sufficient Working Capital to Meet Future Obligations. 
 
The Corporation’s ability to satisfy its working capital requirements will depend on a number of factors, some of which 
are beyond its control. Factors that will influence the Corporation’s ability to achieve or maintain sufficient working capital 
to meet its future obligations will include general global economic conditions, credit and capital market conditions, 
cannabis industry conditions and results of operations. There is no guarantee that the Corporation will continue to have 
positive working capital in the future, or that the working capital generated from operations will be sufficient to cover its 
expansion plans or the cost of future operations. 
 
The Corporation Has Negative Cash Flow From Operations 
 
To date, the Corporation has had negative cash flow from operating activities. To fund its current operations, additional 
funds may be required. The Corporation cannot guarantee it will achieve cash flow positive status in the future or have 
access to sufficient financial resources to fund its operations. Continued negative cash flow may restrict the Corporation’s 
ability to pursue its business objectives which could have a material adverse effect on the Corporation’s business, prospects, 
financial condition and results of operations. 
 
The building and operation of the Corporation’s facilities and business are capital intensive. In order to execute the 
anticipated growth strategy, the Corporation may require additional equity and/or debt financing to support on-going 
operations, to undertake capital expenditures and to undertake additional acquisitions or other business combination 
transactions. There can be no assurance that additional financing will be available to the Corporation when needed or on 
terms, which are acceptable to the Corporation. The Corporation’s inability to raise financing to support ongoing operations 
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or to fund capital expenditures or acquisitions could limit the Corporation’s growth and may have a material adverse effect 
upon future profitability. The Corporation may require additional financing to fund its operations to the point where it is 
generating positive cash flows. 
 
If additional funds are raised through further issuances of equity or debt securities, existing shareholders (including 
prospective investors) could suffer significant dilution, and any new equity securities issued could have rights, preferences 
and privileges superior to those of holders of the Common Shares. In addition, from time to time, the Corporation may 
enter into transactions to acquire assets or the shares of other corporations. These transactions may be financed wholly or 
partially with debt and/or equity issuances, which may temporarily increase the Corporation’s debt levels above industry 
standards and/or further dilute shareholders significantly. Any debt financing secured in the future could involve restrictive 
covenants relating to the Corporation’s capital raising activities and other financial and operational matters, which may 
make it more difficult for the Corporation to obtain additional capital and to pursue business opportunities, including 
potential acquisitions. 
 
Risks Related to the Corporation’s Financial Condition and Sales of its Products 
 
Cash on hand, additional amounts under the available credit facilities and revenues generated from sales cannabis products 
are expected to be sufficient to fund the Corporation’s operations for at least the coming twelve months. There is a risk that 
working capital requirements over that time period will be greater than anticipated, or that revenues may be lower than 
anticipated. Accordingly, the Corporation has established an at-the-market offering program in order to provide flexibility 
to manage its balance sheet.  
 
The Corporation’s revenues over the coming twelve months may be lower than anticipated. The Corporation has established 
key supply agreements. However, repeated sales to its distributors rely on those distributors placing purchase orders with 
the Corporation. Recreational cannabis end-user consumers and medical cannabis patients must elect to purchase the 
Corporation’s products from the Corporation or its distributors, or distributors may not place repeated purchase orders with 
the Corporation, and favorable reception of the products by a sufficient number of end consumers is not assured. The 
Corporation’s history of sales of its products is short and it is difficult to ascertain if consumers will remain loyal to the 
Corporation’s brand and products. Moreover, the Corporation’s ability to generate sales and revenues is dependent on the 
Corporation achieving its production goals. The Corporation’s ability to make sales may be further adversely affected by 
the ongoing impact of COVID 19. See “Risk Factors - Ongoing Impact of COVID-19”.  
 
Working capital requirements over the next twelve months may be greater than the Corporation anticipates for a variety of 
reasons including, but not limited to, the following: lower than expected collections on sales; non-performance by third-
party contractors; increases in materials, production or labour costs; labour disputes; or catastrophic events such as fires, 
storms, physical attacks or public health crises. Many of these factors, including the ongoing impact of COVID-19, are not 
within the Corporation’s control.  
 
Certain of the Corporation’s commitments and payables are denominated in foreign currencies. Therefore, fluctuations in 
foreign currency exchange rates could impact these costs when measured in Canadian dollars. See “Risk Factors - General 
economic and political risks.” 
 
If over the coming twelve months the Corporation’s revenues from sales are significantly lower, or its working capital 
requirements over the next twelve months are significantly greater, than anticipated, the Corporation may not have 
sufficient time to continue to ramp up commercial activity and generate and realize sufficient revenues from sales of its 
cannabis products, and accordingly the Corporation may not have sufficient funding for its operations over the coming 
twelve months as the Corporation may not be able to procure additional credit facilities, or meet the financial covenants 
under its credit agreements.  In such circumstances, the Corporation may be required to raise additional funds. The 
Corporation may have to seek to raise additional funds, which may or may not be available on reasonable terms. The 
Corporation’s ability to continue as a going concern is dependent upon its ability to sell its products, or to raise additional 
capital, and thereby fund its payables, commitments and the other costs it will incur.  
 
Should certain provinces remain restricted under COVID-19, the Corporation’s ability to continue as a going concern may 
be adversely impacted. Alternatives are being actively pursued to proactively mitigate risk including taking advance of 
COVID-19 relief measures.  
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Ongoing Impact of COVID-19  
 
The development and operation of the Corporation’s business is dependent on labour inputs which could be adversely 
disrupted by the ongoing impact of COVID-19. While it is difficult to predict the impact of the coronavirus outbreak on 
the Corporation’s business, measures taken by the Canadian federal and provincial governments and voluntary measures 
undertaken by the Corporation with a view to the safety of the Corporation’s employees, may adversely impact the 
Corporation’s business, for instance by impeding the labour required to cultivate, process, market and distribute the 
Corporation’s products and disrupting the Corporation’s critical supply chains. All support staff of the Corporation have 
transitioned to working remotely from home offices, with business continuing to be conducted by electronic means. The 
Corporation’s facilities have each implemented precautionary measures to ensure the safety of the essential staff and 
product, including limiting visits to the site to essential personnel only, ensuring proper protocols around sanitation, mask 
usage and physical distancing, and placing potentially exposed employees in self-quarantine for the appropriate period. 
 
The Corporation has made assumptions and expectations with regard to its future Canadian operating cash flows which are 
dependent on, among other things, an increased number of cannabis retail stores across Canada and growth in the total 
recreational and medical cannabis market being in line with the Corporation’s expectations. Cannabis retail has been 
declared an essential service in many provinces. However, the number of additional retail stores opening across Canada in 
2021 could be lower than expected by the Corporation depending on the evolving public policy responses to the COVID-
19 pandemic in provinces across Canada, and entrepreneurs’ willingness to open additional store fronts in current 
conditions. Moreover, sales volumes of cannabis could be adversely impacted by consumer “social distancing” behaviours, 
although to date that has not been the case. The ongoing COVID-19 pandemic and the responses to it by governments, 
entrepreneurs and consumers may adversely impact the Corporation’s ability to successfully market its products, for 
instance by precluding in-store visits. In the short term, the Corporation is seeking to mitigate these impacts through taking 
current conditions into account in preparing its estimates, forecasts and expectations and through technology-mediated 
engagement with retailers. The Corporation continues to dynamically monitor developments in order to adapt and respond 
in order to protect the health and safety of the Corporation’s employees, patients and consumers and the best interests of 
the Corporation, and is in the process of developing return to work protocols for the anticipated easing of provincial 
pandemic restrictions over the coming months. 
 
The Corporation May Not Be Able to Achieve or Maintain Profitability 
 
The Corporation has incurred losses since inception. The Corporation may not be able to achieve or maintain profitability 
and may continue to incur significant losses in the future. In addition, the Corporation expects to continue to increase 
operating expenses as it implements initiatives to continue to grow its business. If the Corporation’s revenues do not 
increase to offset these expected increases in costs and operating expenses, the Corporation will not be profitable. 
 
Reliance of the Corporation on Licensing 
 
The Corporation’s business operations, including its ability to cultivate, store and sell cannabis and cannabis products in 
Canada, Portugal, Spain, Uruguay and Australia, and to export cannabis and cannabis products to, and import cannabis and 
cannabis products from, other jurisdictions are dependent on maintaining and renewing its licences and permits, as 
applicable, with Health Canada, INFARMED in Portugal and the regulatory authorities in Spain, Uruguay and Australia 
and on obtaining additional licences and permits from these authorities, as required. Although the Corporation believes that 
it is complying in all material respects with the terms of its existing licences and permits there is no assurance that the 
Corporation will be able to maintain its licences and permits, renew or extend them on the same or similar terms, or obtain 
any remaining licences and permits that it requires to operate. Any failure to maintain such licences, or failure or delay in 
obtaining licences for existing or expanded operations, would have a material adverse effect on the Corporation’s business, 
prospects, financial condition and results of operations. 
 
In addition, these licences and permits are subject to ongoing compliance and reporting requirements and must be renewed 
from time to time. Although the Corporation believes it will meet the requirements for future extensions or renewals of its 
licences and permits there can be no guarantee that Health Canada, INFARMED or the regulatory authorities in Spain, 
Uruguay and Australia will extend or renew its licences and permits, and if extended or renewed, that the licences and 
permits will be extended or renewed on the same or similar terms. Should the licences and permits not be renewed, or 
renewed on different terms, it would have a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. There are also various licensing requirements which the Corporation and certain of its 
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directors, officers and employees would need to satisfy for future extensions or renewals. There is no guarantee that the 
Corporation and/or such persons will satisfy the applicable licensing requirements. 
 
The Corporation may be unable to obtain, maintain or renew the necessary licences, permits, certificates, authorizations or 
accreditations to operate its business or on less advantageous terms. The Corporation may not be able to comply fully with 
the wide variety of laws and regulations applicable to the cannabis industry in the jurisdictions in which it operates. Failure 
to comply with or to obtain the necessary licences, permits, certificates, authorizations or accreditations could result in 
restrictions on the Corporation’s ability to operate in the cannabis industry in any jurisdiction, which could have a material 
adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Results of Future Clinical Research and the Long-Term Health Impacts Associated with Use of Cannabis and Cannabis 
Products Are Unknown 
 
Research in Canada, the United States and internationally regarding the medical benefits, viability, safety, efficacy, dosing 
and social acceptance of cannabis or isolated phytocannabinoids (such as CBD and THC) remains in early stages. There 
have been relatively few clinical trials on the benefits of cannabis or isolated phytocannabinoids (such as CBD and THC). 
Although the Corporation believes that the articles, reports and studies support its beliefs regarding the effects of cannabis, 
viability, safety, efficacy, dosing and social acceptance of cannabis, future research and clinical trials may prove such 
statements to be incorrect, or could raise concerns regarding, and perceptions relating to, cannabis. Further, the Corporation 
believes the cannabis industry is highly dependent upon consumer perception regarding the safety, efficacy and quality of 
the cannabis produced. Consumer perception 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 or findings, regulatory investigations, litigation, media attention or other 
publicity will be favorable to the cannabis market or any particular product, or consistent with earlier publicity. 
 
Future research studies and clinical trials may reach negative conclusions regarding the medical benefits, viability, safety, 
efficacy, dosing, social acceptance or other facts and perceptions related to cannabis, which could have a material adverse 
effect on the demand for the Corporation’s products with the potential to lead to a material adverse effect on the 
Corporation’s business, prospects, financial condition and results of operations. There is no assurance that such adverse 
publicity reports or other media attention will not arise.  
 
There are inherent risks associated with using the Corporation’s cannabis and cannabis products. The Corporation’s 
cannabis and cannabis products should always be used only as specifically instructed by the Corporation on the packaging 
and associated product information or product insert prepared by the Corporation. Consumers should never modify 
cannabis products or cannabis products or add substances to such products as this may result in increased health risks and 
unpredictable adverse reactions. Previously unknown or unforeseeable adverse reactions arising from human consumption 
of cannabis products may occur and consumers should consume cannabis at their own risk or in accordance with the 
direction of a health care practitioner. 
 
Limited Standardized Research on the Effect of Cannabis 
 
To date, there is limited standardization in the research of the effects of cannabis, and future clinical research studies may 
lead to conclusions that dispute or conflict with the Corporation’s understanding and belief regarding the medical benefits, 
viability, safety, efficacy, dosing and social acceptance of cannabis. Research in Canada, the United States and 
internationally regarding the medical benefits, viability, safety, efficacy and dosing of cannabis or isolated cannabinoids 
(such as CBD and THC) remains in relatively early stages. Future research and clinical trials may draw opposing 
conclusions to statements in this Annual Information Form or could reach different or negative conclusions regarding the 
medical benefits, viability, safety, efficacy, dosing or other facts and perceptions related to cannabis, which could adversely 
affect social acceptance of cannabis and the demand for the Corporation’s products. 
 
Risks Inherent to the Cannabis Industry 
 
The Corporation operates in a highly regulated and rapidly evolving market. Sometimes new risks emerge and management 
may not be able to predict all of them, or be able to predict how they may cause actual results to vary from those described 
in any forward-looking information. The industry is subject to extensive controls and regulations, which may significantly 
affect the financial condition of market participants. The laws, regulations and guidelines generally applicable to the 
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cannabis industry domestically and internationally may change in ways currently unforeseen by the Corporation. The 
Corporation’s operations are subject to a variety of laws, regulations and guidelines relating to the manufacture, extraction, 
management, transportation, storage, sale, health, import, export, safety and disposal of cannabis and cannabis products 
under the Cannabis Act and similar applicable legislation in other jurisdictions, as well as those relating to taxes, labour 
standards and occupational health, toxic substances, land use, water use and other matters under other legislation. While to 
the knowledge of management, the Corporation is currently in material compliance with all such laws, any changes to such 
laws, regulations, guidelines and policies may have a material adverse effect on its business, prospects, financial condition 
and results of operations, including with respect to the ability of the Corporation to leverage its cultivation knowledge for 
expansion of operations in jurisdictions outside of Canada, including without limitation where genetic material is required 
by partners and/or affiliates in foreign jurisdictions for licensing purposes. No assurance can be given that new rules and 
regulations will not be enacted or that existing rules and regulations will not be applied in a manner which could limit or 
curtail the Corporation’s ability to distribute or produce cannabis and cannabis products, or the ability of its affiliates and/or 
partners to complete their licensing process. Amendments to current laws and regulations governing the distribution, 
transportation and/or production of cannabis, or more stringent implementation thereof, could cause increases in expenses, 
capital expenditures or production costs or reduction in levels of production or require abandonment or delays in 
development, which could have a material adverse effect on the Corporation’s business, prospects, financial condition and 
results of operations. 
 
Changes in Laws, Regulations and Guidelines 
 
The Cannabis Act and Cannabis Regulations came into force on October 17, 2018. The Cannabis Act restricts packaging, 
labelling and promotional activity. The Cannabis Regulations restrict and place requirements on packaging and labelling. 
The restrictions on packaging, labelling and promotional activity, and the requirements on packaging and labelling, or 
changes in such restrictions and requirements, could have a material adverse effect on the Corporation’s business, prospects, 
financial condition and results of operations.  
 
The legislative and operational framework of the provinces and territories of Canada pertaining to the distribution of 
cannabis products for the recreational market varies. The same is true for legislation applicable to medical cannabis in 
international jurisdictions. This variation among jurisdictions has resulted in additional regulations, creating additional 
compliance and other costs and/or limitations on the Corporation’s ability to participate in such markets. There is no 
guarantee that jurisdictional legislation regulating the distribution and sale of cannabis for recreational or medical purposes, 
as applicable, will be enacted according to all the terms announced by such jurisdictions, or at all, or that any such 
legislation, if enacted, will create the growth opportunities that the Corporation currently anticipates. While the impact of 
any new legislative framework for the regulation of the recreational cannabis market or medical market, as applicable, is 
uncertain, any of the foregoing could result in a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. The asymmetrical regulatory and market environment for recreational and medical 
cannabis in each of the provinces and territories of Canada, or of medical cannabis in jurisdictions outside of Canada, could 
have a material adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
The governments of every Canadian province and territory have implemented regulatory regimes for the distribution and 
sale of cannabis for recreational purposes within those jurisdictions. There can be no assurance that regulation of 
recreational cannabis by each of the provinces and territories will continue as planned. 
 
Regulatory Compliance Risks. 
 
Achievement of the Corporation’s business objectives is contingent, in part, upon compliance with regulatory requirements 
enacted by applicable governmental authorities and the Exchange and obtaining all regulatory approvals, where necessary, 
for the sale of its products. The Corporation may not be able to obtain or maintain the necessary licenses, permits, 
authorizations or accreditations, or may only be able to do so at great cost, to operate its business. The Corporation cannot 
predict the time required to secure all appropriate regulatory approvals for its products, or the extent of testing and 
documentation that may be required by local governmental authorities.  
 
The Corporation will incur ongoing costs and obligations related to regulatory compliance. Failure to comply with 
applicable laws, regulations and permitting requirements may result in enforcement actions thereunder, including orders 
issued by regulatory or judicial authorities causing operations to cease or be curtailed, and may include corrective measures 
requiring capital expenditures, installation of additional equipment, or remedial actions may be required to compensate 
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those suffering loss or damage by reason of its operations and may have civil or criminal fines or penalties imposed for 
violations of applicable laws or regulations. In addition, changes in regulations, more vigorous enforcement thereof or other 
unanticipated events could require extensive changes to the Corporation’s operations, increased compliance costs or give 
rise to material liabilities, which could have a material adverse effect on the business, results of operations and financial 
condition of the Corporation. 
 
 
 
Regional Overcapacity  
 
Since the implementation of the Cannabis Act, demand for cannabis products has increased. However, as the Corporation 
and other federal licenced cultivators in Canada produce more cannabis, oversupply to the market may occur. If the 
Corporation is unable to sell or export that oversupply into other markets where cannabis use is federally regulated, it could 
result in a significant decline in the market price for cannabis. If this were to occur, there is no assurance that the Corporation 
would be able to generate sufficient revenue from the sale of recreational cannabis to result in profitability which could 
have a material adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Market Development and Continued Legalization 
 
The commercial cannabis industry, and the medical and recreational cannabis markets, are relatively new in Canada and in 
other jurisdictions. This industry and its associated markets may not continue to exist or grow as anticipated or the 
Corporation may ultimately be unable to succeed in this industry and market. Development of the cannabis industry may 
be slower or less than originally anticipated due to a variety of factors that are out of the Corporation’s control, including: 
(i) delayed approvals for regulation of both medical and recreational cannabis in international markets; (ii) supply chain 
issues with delivery of cannabis products to end users; (iii) delayed or cancelled approvals for cannabis products that are 
new classes of cannabis; or (iv) lack of successful research and development (“R&D”) for cannabis products, including 
those that are new classes of cannabis. Any of these could have a material adverse effect on the Corporation’s business, 
prospects, financial condition and results of operations. 
 
Management of Growth and Capacity Constraints  
 
The Corporation may be subject to growth-related risks including capacity constraints and pressure on its internal systems 
and controls. The ability of the Corporation to manage growth effectively will require it to continue to implement and 
improve its operational and financial systems and to expand, train and manage its employee base. The inability of the 
Corporation to deal with this growth may have a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. 
 
Competition within the Cannabis Industry  
 
The market in which the Corporation operates is competitive and fast moving and may become even more competitive. 
The Corporation faces intense competition from other companies, some of which can be expected to have a longer operating 
history, more financial resources, and more cultivation, processing, distribution and marketing experience than the 
Corporation. Increased competition by larger and better financed competitors could have a material adverse effect on the 
Corporation’s business, prospects, financial condition and results of operations. Because the industry in which the 
Corporation operates is at an early stage, the Corporation may face additional competition from new entrants. There is a 
risk that larger conglomerates and companies who also recognize the potential for financial success in this industry could 
strategically purchase or assume control of larger operations and cultivation facilities. In doing so, these larger competitors 
could establish price setting and cost controls which would effectively “price out” many of the individuals and small to 
medium-sized entities who currently make up the bulk of the participants in the medical and recreational cannabis industry. 
While the trend in most laws and regulations seemingly deters this type of takeover, this industry remains nascent, so what 
the landscape will be in the future remains largely unknown. 
 
The number of licences granted and the number of federal cannabis licence holders ultimately authorized by Health Canada, 
and other applicable regulatory bodies in the markets in which the Corporation operates, could have an impact on the 
operations of the Corporation. If a significant number of new licences are granted by Health Canada, or other applicable 
regulatory bodies in the markets in which the Corporation operates, in the near term future, the Corporation may experience 
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increased competition for market share within the medical market and recreational markets, which could negatively impact 
the Corporation’s market share and demand for products. 
 
If the demand for cannabis products in the Canadian medical and recreational markets, and the demand in other applicable 
jurisdictions, increases, along with an increased number of cultivation licence holders, the Corporation expects that 
competition will become more intense, as current and future competitors begin to offer an increasing number of diversified 
products, particularly within the new classes of cannabis. To remain competitive, the Corporation will require a continued 
high level of investment in R&D, marketing, sales and client support. The Corporation may not have sufficient resources 
to maintain R&D, marketing and sales support efforts on a competitive basis which could have a material adverse effect 
on the Corporation’s business, prospects, financial condition and results of operations. 
 
The Corporation expects to be a leader in technology related to cannabis. However, as new technologies related to the 
cultivation, processing, manufacturing and R&D of cannabis are being explored, there is potential for third party 
competitors to be in possession of superior technology that would reduce the relative competitiveness of the Corporation. 
 
Strategic Acquisitions and Partnerships  
 
The Corporation currently has and may enter into further strategic acquisitions, partnerships or similar relationships that it 
believes will complement or augment its existing business. The Corporation’s ability to complete such strategic acquisitions 
or partnerships is dependent upon, and may be limited by, the availability of suitable candidates and capital. There can be 
no assurance that the Corporation will be able to identify acquisition or partnership opportunities that meet its strategic 
objectives, or to the extent such opportunities are identified, that it will be able to negotiate terms that are acceptable to it. 
In addition, strategic acquisitions or partnerships could present unforeseen integration obstacles or costs, may not enhance 
the Corporation’s business, and may involve risks that could adversely affect the ongoing business of the Corporation, 
including significant amounts of management time that may be diverted from operations to pursue and complete such 
transactions or maintain such strategic partnerships. Future strategic acquisitions or partnerships could result in the 
incurrence of additional debt, costs and contingent liabilities, and there can be no assurance that future strategic acquisitions 
or partnerships will achieve, or that the Corporation’s existing strategic partnerships will continue to achieve, the expected 
benefits to the Corporation’s business or that the Corporation will be able to consummate future strategic partnerships on 
satisfactory terms, or at all. The Corporation may also experience negative reactions from the financial markets, which 
could cause a decrease in the market price of the Corporation’s securities, particularly if the market price reflects market 
assumptions that acquisitions or partnerships will be completed or completed on certain terms. 
 
Further, some strategic partnerships involve master supply agreements with provincial or territorial liquor control 
authorities in certain Canadian jurisdictions, such as Alberta, Ontario and British Columbia and Quebec, hereby the 
provinces: (i) are not obligated to order any particular volume of cannabis or order at all; (ii) can terminate the agreement 
for any reason and at any time with 60 or 90 days’ notice; (iii) require the Corporation to offer them products at the lowest 
price at which such products are offered to any other party; and (iv) can return any product at any time. Also, none of the 
Corporation’s customers have minimum purchase obligations pursuant to any of the Corporation’s arrangements to supply 
cannabis into Saskatchewan, Nova Scotia and Manitoba. Similarly, the Corporation’s supply agreement with Shoppers is 
purchase order-based, such that Shoppers is not obligated to order any particular volume of cannabis or at all. The 
Corporation expects to derive a significant amount of revenue through its agreements with Alberta, Ontario, British 
Columbia and Shoppers, as well as through its arrangements to supply cannabis to licensed retailers in Saskatchewan, 
Manitoba and Nova Scotia. However, the amount and/or price of cannabis that the Corporation sells through these channels 
may vary significantly from what it expects and could be subject to material fluctuations. If any of these partners or licensed 
retailers decides to purchase lower volumes of cannabis than the Corporation expects or at a lower price, alters its 
purchasing patterns with little or no notice to the Corporation, returns product to the Corporation or decides not to purchase 
Flowr products at all, the Corporation’s revenues would be materially and adversely affected.  
 
Additionally, certain strategic partnerships may include restrictions on the Corporation’s ability to sell its products. For 
example, the supply agreement with Shoppers prohibits Flowr from selling medical cannabis directly to consumers in 
Canada or selling its medical cannabis products for recreational or through non-medical sales channels in Canada. As a 
result of such restrictions, the Corporation may not realize the anticipated benefits from these partnerships. 
 
Any of the foregoing risks and uncertainties could have a material adverse effect on the Corporation’s business, prospects, 
financial condition and results of operations. 
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Competition from Illegal Dispensaries and the Illicit Market 
 
The Corporation also faces competition from illicit dispensaries and the illicit market more broadly. Participants in these 
markets are unlicensed and unregulated. They may be selling cannabis and cannabis products with higher concentrations 
of active ingredients and using classes of cannabis that are not yet regulated for sale in Canada. Various Canadian cities 
have seen an influx in the number of illicit dispensaries. Any inability or unwillingness of law enforcement authorities to 
enforce existing laws prohibiting the unlicensed cultivation and sale of cannabis and cannabis products could result in the 
perpetuation of the illicit market for cannabis and/or have a material adverse effect on the perception of cannabis use. Any 
or all these events could have a material adverse effect on the Corporation’s business, prospects, financial condition and 
results of operations. 
 
Competition from Synthetic Products 
 
The pharmaceutical industry may attempt to dominate the cannabis industry, and in particular, legal cannabis, through the 
development and distribution of synthetic products which emulate the effects of cannabis. If they are successful, the 
widespread popularity of such synthetic products could change the demand, volume and profitability of the cannabis 
industry. This could adversely affect the ability of the Corporation to secure long-term profitability and success through 
the sustainable and profitable operation of the anticipated businesses and investment targets, and could have a material 
adverse effect on the Corporation’s business, financial condition or results of operations. 
 
Reputational Risk and Negative Public Opinion  
 
Damage to the Corporation’s reputation can result from the actual or perceived occurrence of any number of events, 
including any negative publicity, whether true or not. As a producer and distributor of cannabis, which was previously a 
controlled substance in Canada, and still may be associated with various other controlled substances, violence and criminal 
activities, there is a risk that the Corporation’s business might attract negative publicity. There is also a risk that the actions 
of other federal cannabis licence holders, permitted retailers or of other companies and service providers in the cannabis 
industry may negatively affect the reputation of the industry as a whole and thereby negatively impact the Corporation’s 
reputation. The increased usage of social media and other web-based tools used to generate, publish and discuss user-
generated content and to connect with other users has made it increasingly easier for individuals and groups to communicate 
and share negative opinions and views in regards to the Corporation’s activities and the medical cannabis industry in 
general, whether true or not. The Corporation does not ultimately have direct control over how the Corporation or the 
cannabis industry is perceived by others. Reputational issues may result in decreased investor confidence, increased 
challenges in developing and maintaining community relations and present an impediment to the Corporation’s overall 
ability to advance its business strategy and realize on its growth prospects, which could have a material adverse effect on 
the Corporation’s business, financial condition or results of operations. 
 
If Medical-Use Consumers Elect to Produce Cannabis for Their Own Medical Purposes Under the Cannabis 
Regulations It Could Reduce the Addressable Market for the Corporation’s Products. 
 
Under the Cannabis Regulations, three options are available for an individual to obtain cannabis for medical purposes: (i) 
registering with a holder of a licence to sell for medical purposes and purchasing products from that entity; (ii) register with 
Health Canada to produce a limited amount of cannabis for their own medical purposes; or (iii) designate someone else to 
produce cannabis for them. It is possible that (ii) and (iii) could significantly reduce the addressable market for the 
Corporation’s products and could have a material adverse effect on the Corporation’s business, financial condition or results 
of operations. 
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Reliance on the Expertise of the Board of Directors and Key Executives 
 
The successful ongoing operation of the Corporation requires substantial expertise. The Board and management will have 
authority to make decisions and to exercise investment acquisition discretion on behalf of the Corporation. The success of 
the Corporation will depend to a great extent upon the expertise of the Board and management. The loss of the services of 
any member of the Board or one or more members of management, including as a result of the failure of such persons to 
be granted security clearances under the Cannabis Regulations, could have a material adverse effect on the Corporation’s 
business, financial condition or results of operations. In particular, given the significant operation, design and construction 
expertise of management, the loss of such expertise by way of resignation, termination and/or death could have a material 
adverse effect on the Corporation’s business, financial condition or results of operations. 
 
Reliance on the Corporation’s Facilities 
 
The Corporation’s current activities and resources rely primarily on the uninterrupted operations at Kelowna 1, and if future 
growth focuses on Hawthorne, Flowr Forest, the facilities in Sintra, Aljustrel and Sydney, and other proposed facilities. 
Adverse changes or developments affecting Kelowna 1 and the other facilities, including but not limited to a natural 
disaster, calamity, the COVID-19 pandemic, act of war or terrorism or other major disturbance or breach of security, could 
have a material and adverse effect on the Corporation’s business, financial condition or results of operations. Any breach 
of the security measures and other facility requirements, including any failure to comply with recommendations or 
requirements arising from inspections by Health Canada, or applicable regulatory authorities in Portugal, Spain, Uruguay 
and/or Australia, could also have an adverse impact on the Corporation’s ability to continue operating under, or each 
entity’s prospects of renewing, the applicable licences and permits necessary to cultivate, manufacture, extract, grow, 
process and/or produce cannabis at Kelowna 1, Hawthorne, Flowr Forest, the facilities in Sintra, Aljustrel and Sydney or 
other proposed facilities, as applicable.  
 
All facilities continue to operate with routine maintenance however, the buildings do have components that require 
replacement or repair. The Corporation will bear the costs of maintenance and upkeep at Kelowna 1, Flowr Forest, the 
facilities in Sintra, Aljustrel and Sydney or other proposed facilities. If the Corporation is not able to keep up with such 
maintenance requirements it could have a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. 
 
Certain contemplated capital expenditures of the Corporation, including expansion and/or renovation of Kelowna 1, Flowr 
Forest, the facilities in Sintra, Aljustrel and Sydney or other proposed facilities, may require approval of Health Canada, or 
the applicable regulatory authorities in other applicable jurisdictions where the facilities are located. There is no guarantee 
that Health Canada, or the applicable regulatory authorities in other applicable jurisdictions where the facilities are located, 
will approve any contemplated capital expenditure on a timely basis or at all, which could have a material adverse effect 
on the Corporation’s business, prospects, financial condition and results of operations. 
 
In addition, there is no guarantee that, even if approved by Health Canada, or the applicable regulatory and zoning 
authorities in other applicable jurisdictions where the facilities are located, the Corporation will have the funds, as well as 
management and other resources, necessary to complete any capital expenditures or that any capital projects will be 
completed on time, without defect in design or construction, or in accordance with budgetary projections. 
 
The Corporation May Not Be Able to Maintain or Renew Its Leases for Its Facilities 
 
The Corporation may be unable to maintain or renew its leases for its facilities, including its leases for Kelowna 1 and its 
facilities in Portugal, Spain, Uruguay and Australia, on commercially acceptable terms or at all. Moreover, under certain 
circumstances, the Corporation’s leases may be terminated at the option of the Corporation’s landlord and there can be no 
assurance that such termination will not occur during the term of the leases. The termination of any lease, an inability to 
renew any lease or the renewal of any lease on terms less favourable to the Corporation, including at a rental rate higher 
than the prevailing rate under the applicable lease prior to expiration, could have a material adverse effect on the 
Corporation’s business, prospects, financial condition and results of operations. In addition, in the event of termination or 
non-renewal of any of the Corporation’s leases, the Corporation may be unable to locate suitable replacement properties 
for its facilities or it may experience delays in relocation that could significantly disrupt its operations, which could have a 
material adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
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The Corporation May Not Be Able to Successfully Design, Construct or Operate Outdoor or Greenhouse Cultivation 
Facilities 
 
The Corporation’s operating team’s experience to date has been primarily in designing, constructing and operating indoor 
cannabis cultivation facilities. The Corporation has cultivated and harvested product at the Flowr Forest and in the second 
half of 2020 completed the first large scale harvest of cannabis cultivated outdoor at Aljustrel.  Outdoor and greenhouse 
growing formats pose their own challenges and risks such as weather conditions that may lead to additional costs of 
production or construction, lower than expected yields, delays and diversion of management’s attention. 
 
The Corporation May Not Be Able to Realize Its Cannabis Production or Capacity Targets 
 
The Corporation’s ability to produce and process cannabis, at its current pace, its expected pace or at all, and the expected 
capacity of its facilities are affected by a number of factors, including available space, plant design errors, non-performance 
by third party contractors, increases in materials or labour costs, construction performance falling below expected levels of 
output or efficiency, environmental pollution, contractor or operator errors, breakdowns, processing bottlenecks, aging or 
failure of equipment or processes, labour disputes, as well as factors specifically related to indoor agricultural practices, 
such as reliance on provision of energy and utilities to the facility, and potential impacts of major incidents or catastrophic 
events on the facility, such as fires, explosions, earthquakes or storms. Should one or more of these factors materialize, the 
Corporation may not be able to produce cannabis at its current or expected pace, or at all, which could have a material 
adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Breaches of Security at the Facilities or in Respect of Electronic Documents and Data Storage and Risks Related to 
Breaches of Applicable Privacy Laws 
 
Given the nature of the Corporation’s product and its lack of legal availability outside of channels approved by the 
Government of Canada and the individual Canadian provinces and territories, and notwithstanding meeting or exceeding 
Health Canada’s security requirements, there remains a risk of theft. Given that the Corporation is permitted to store 
significant quantities of product as a federal cannabis licence holder, a security breach at the Corporation’s facilities could 
expose the Corporation to additional liability and to potentially costly litigation, increased expenses relating to the 
resolution and future prevention of these breaches and may deter potential customers from choosing the Corporation’s 
products. 
 
As a federal cannabis licence holder, the Corporation is expected to collect and store personal information and is responsible 
for protecting that information from privacy breaches. In addition, when the Corporation sells its products through third 
parties, such as Shoppers, such third parties are also required to protect such information. A privacy breach may occur 
through procedural or process failure, information technology malfunction, or deliberate unauthorized intrusions. Theft of 
data for competitive purposes, particularly patient lists and preferences, is an ongoing risk whether perpetrated via 
employee collusion or negligence or through deliberate cyber-attack. Any such theft or privacy breach involving the 
Corporation and/or its partners would have a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. Moreover, there are a number of federal, provincial and territorial laws protecting the 
confidentiality of certain patient health information, including patient records, and restricting the use and disclosure of that 
protected information. In particular, the privacy rules under the Personal Information Protection and Electronic Documents 
Act (“PIPEDA”), protect medical records and other personal health information by limiting their use and disclosure of 
health information to the minimum level reasonably necessary to accomplish the intended purpose. If the Corporation or 
any of its partners was found to be in violation of the privacy or security rules under PIPEDA or other laws protecting the 
confidentiality of patient health information, such person could be subject to sanctions and civil or criminal penalties, which 
could increase the Corporation’s liabilities, harm its reputation and have a material adverse effect on the Corporation’s 
business, prospects, financial condition and results of operations. 
 
Fraudulent or Illegal Activity by Employees, Contractors and Consultants 
 
The Corporation is exposed to the risk that any of their employees, independent contractors and consultants may engage in 
fraudulent or other illegal activity or any activity not in compliance with the Corporation’s licences and permits or the 
Cannabis Act, the Cannabis Regulations or similar applicable legislation in other jurisdictions. Misconduct by these parties 
could include intentional, reckless and/or negligent conduct or disclosure of unauthorized activities that violate (i) 
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government regulations, (ii) manufacturing standards, (iii) federal, state and provincial healthcare fraud and abuse laws and 
regulations, (iv) laws that require the true, complete and accurate reporting of financial information or data; or (v) the 
Corporation’s licences and permits, as applicable. It may not always be possible for the Corporation to identify and deter 
misconduct by its employees and other third parties, and the precautions taken by the Corporation to detect and prevent 
this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting the Corporation 
from governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws 
or regulations. If any such actions are instituted against the Corporation, and it is not successful in defending itself or 
asserting its rights, those actions could have a significant impact on the business of the Corporation, including the 
imposition of civil, criminal and administrative penalties, damages, monetary fines, contractual damages, reputational 
harm, diminished profits and future earnings, and curtailment of the operations of the Corporation, any of which could have 
a material adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Inability to Sustain and Effectively Manage Growth and Development 
 
The Corporation is an early-stage company attempting to grow its business rapidly. Its ability to grow will depend on a 
number of factors, many of which are beyond its control, including the availability of sufficient capital on acceptable terms, 
potential changes in laws and regulations respecting the cultivation, production, sales and distribution of cannabis products, 
competition from other federal cannabis licence holders, ability to recruit and retain experienced personnel, ability to 
manage complex international operations and other factors outlined herein. In addition, the Corporation is subject to a 
variety of business risks generally associated with developing companies. As its operations grow in size, scope and 
complexity, and as it identifies and pursues new opportunities, it may have difficulty in implementing or maintaining 
required new or improved controls and such difficulty may, in the future, result in material weaknesses in the Corporation’s 
internal control over financial reporting or material misstatements in its future consolidated financial statements. 
 
In addition, as the Corporation grows its business, it will need to effectively execute on business opportunities, continue to 
build on and deploy its assets and access new capital. The ability to execute these initiatives successfully, as well as to 
complete acquisitions and otherwise capitalize on other growth opportunities, may redirect the Corporation’s limited 
resources and require expansion of its infrastructure. As a result, the Corporation may be required to commit financial, 
operational and technical resources in advance of any increase in its revenues or sales volumes, and there is no assurance 
that revenue or sales volumes will actually increase. The Corporation may not respond adequately or quickly enough to the 
changing demands that expansion will impose on its management, employees and existing infrastructure, and any changes 
to its operating structure may result in unanticipated costs or inefficiencies. As the Corporation grows, changes may have 
a negative impact on its operations, and cost increases resulting from its inability to effectively manage its growth could 
adversely impact is profitability. 
 
Any failure to effectively manage the Corporation’s growth could result in difficulty or delays in servicing its customers, 
declines in quality or consumer satisfaction, increases in costs, difficulties in introducing new products or other operational 
difficulties, and any of these difficulties could adversely impact the Corporation’s business and results of operations. There 
can be no assurance that the Corporation will be able to effectively manage its expanding operations, achieve profitability, 
attract and retain sufficient personnel or successfully make or integrate strategic investments or acquisitions. 
 
Product Liability due to the Nature of the Corporation’s Products  
 
As a distributor of products designed to be ingested by humans, the Corporation 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 sale of the Corporation’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 
Corporation’s products alone or in combination with other medications or substances could occur. The Corporation may 
be subject to various product liability claims, including, among others, that the Corporation’s products caused injury or 
illness, 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 Corporation could result in 
increased costs, could adversely affect the Corporation’s reputation with Shoppers’ clients and consumers generally, and 
could have a material adverse effect on the business, prospects, financial condition and results of operations of the 
Corporation. There can be no assurances that the Corporation 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 
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terms or to otherwise protect against potential product liability claims could prevent or inhibit the commercialization of the 
Corporation’s products and could have a material adverse effect on the business, prospects, financial condition and results 
of operations of the Corporation. 
 
Product Recalls including Contamination and Unintended Harmful Side effects  
 
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 labelling disclosure. If the Corporation’s products are recalled 
due to an alleged product defect or for any other reason, the Corporation could be required to incur the unexpected expense 
of the recall and any legal proceedings that might arise in connection with the recall. The Corporation 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 Corporation has procedures in place for testing its 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. A recall for any of the foregoing reasons could lead to decreased demand for 
the Corporation’s products and could have a material adverse effect on the business, prospects, financial condition and 
results of operations of the Corporation. Additionally, product recalls may lead to increased scrutiny of the Corporation’s 
operations by Health Canada or other applicable regulatory authorities, requiring further management attention and 
potential legal fees and other expenses. 
 
Inability to Maintain Pricing Premium for Premium Products 
 
The Corporation’s strategy is reliant on the development of a premium and super premium segment of the recreational 
cannabis market and the ability to charge more for such product. A premium segment may not develop in the market and 
even if it does, premium pricing may be volatile. The anticipated pricing spread between premium and non-premium 
products may not be as significant as originally forecasted. The Corporation’s business model is susceptible to erosion of 
profitability should the actual pricing premium for high grade products be less than expected. 
 
Additionally, even if a premium market for cannabis does materialize, the Corporation may not be successful in creating 
and maintaining consumer perceptions of the value of its premium products. The promotion of cannabis is strictly regulated 
in Canada. Restrictions on packaging, labelling and promotional activity imposed by Canadian federal or provincial laws 
or regulations, or similar regulations imposed in other jurisdictions, may prevent the Corporation from creating and 
maintaining consumer perceptions in the value of its premium products and establishing itself as a premium producer. If 
the Corporation cannot successfully enter into or compete in the premium market, it may face significant challenges in 
gaining or maintaining a market share in Canada or in other cannabis markets in which it intends to operate, or it may be 
forced to sell its products at a lower price, which may materially adversely affect its revenues. 
 
The Corporation’s success depends, in part, on its ability to attract and retain customers who in turn sell to ultimate 
consumers of cannabis products. To do this, the Corporation is dependent upon, among other things, continually producing 
desirable and effective cannabis products and the continued growth in the aggregate number of recreational cannabis 
consumers. Campaigns designed to enhance the Corporation’s brand and attract consumers, subject to restrictions imposed 
by law, can be expensive and may not result in increased sales. If the Corporation is unable to attract new consumers, it 
may not be able to increase its sales. 
 
Operational Risks including Labour Disputes, Accidents, Fires, etc.  
 
The Corporation may be affected by a number of operational risks and may not be adequately insured for certain risks, 
including: labour disputes; catastrophic accidents; fires; blockades or other acts of social activism; equipment defects, 
malfunction and failures; changes in the regulatory environment; impact of the COVID-19 pandmeic; impact of non-
compliance with laws and regulations; natural phenomena, such as inclement weather conditions, floods, earthquakes, 
ground movements, accidents and explosions that can cause personal injury, loss of life, suspension of operations, damage 
to facilities, business interruption and damage to or destruction of property, equipment and the environment. There is no 
assurance that the foregoing risks and hazards will not result in damage to, or destruction of, the Corporation’s properties, 
facilities, grow facilities and extraction facilities, personal injury or death, environmental damage, or have an adverse 
impact on the Corporation’s operations, costs, monetary losses, potential legal liability and adverse governmental action, 
any of which could have a material adverse effect on the business, financial condition or results of operations of the 
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Corporation. This lack of insurance coverage could have a material adverse effect on the Corporation’s business, financial 
condition or results of operations. 
 
The Corporation will continuously monitor its operations for quality control and safety. However, there are no assurances 
that the Corporation’s safety procedures will always prevent such damages and the Corporation may be affected by liability 
or sustain loss in respect of certain risks and hazards. Although the Corporation will maintain insurance coverage that it 
believes to be adequate and customary in the industry, there can be no assurance that such insurance will be adequate to 
cover its liabilities. In addition, there can be no assurance that the Corporation will be able to maintain adequate insurance 
in the future at rates it considers reasonable and commercially justifiable. The Corporation may elect not to insure against 
certain risks due to cost or ease of procuring such insurance. The occurrence of a significant uninsured claim, a claim in 
excess of the insurance coverage limits then maintained by the Corporation, or a claim at a time when it is not able to obtain 
liability insurance, could have a material adverse effect on the Corporation’s business, financial condition or results of 
operations. 
 
In addition, many insurance providers are not insuring companies that operate in the cannabis industry or require significant 
premiums in order to provide coverage. The Corporation may not be able to obtain coverage, including directors and 
officers liability coverage, at reasonable rates or at all as a result of such circumstances. In addition, the Corporation may 
choose to access lower limits of insurance. As a result, the Corporation may not have adequate insurance for covering its 
risks, which could have a material adverse effect on the Corporation’s business, financial condition or results of operations. 
 
Proprietary Protection in respect of the Corporation’s Ideas and Technology  
 
The success of the Corporation’s business depends in part on its ability to protect its ideas and technology. The Corporation 
has filed applications for a number of patents and registered trademarks in Canada and elsewhere. It is possible, however, 
that the Corporation will not be able to register, maintain registration for or enforce all of its intellectual property, including 
patents and trademarks, in all key jurisdictions. 
 
Even where the Corporation has taken steps to protect its technology with patents, plant breeders’ rights, copyrights or by 
other means, the Corporation is not assured that competitors will not develop similar technology, business methods or that 
the Corporation will be able to exercise its legal rights to protect and maintain intellectual property monopolizing its 
technology. 
 
Even where the Corporation has taken steps to protect its branding with trademarks, industrial designs, copyrights or by 
other means, the Corporation is not assured that competitors will not develop similar branding or that the Corporation will 
be able to exercise its legal rights to protect and maintain intellectual property monopolizing its branding. 
 
Other countries may not protect intellectual property rights to the same standards as does Canada. Actions taken to protect 
or preserve intellectual property rights may require significant financial and other resources which may have a material 
adverse effect on the business, prospects, financial condition and results of operations of the Corporation. The Corporation’s 
intellectual property also consists of certain trade secrets and know-how, including in the design and construction of its 
facilities. Such trade secrets and know-how may not be protected by applicable laws, and although the Corporation enters 
into confidentiality and non-use agreements to protect such intellectual property, there is no assurance that such intellectual 
property may not be used by a third party or employee to the Corporation’s detriment. 
 
Conflicts of Interest in respect of Directors and Officers of the Corporation  
 
All decisions to be made by the directors and officers involving the Corporation are required to be made in accordance with 
their duties and obligations to act honestly and in good faith with a view to the best interests of the Corporation. In addition, 
such directors and officers are required to declare their interests in, and to refrain from voting on, any matter in which they 
may have a material conflict of interest. However, certain of the directors and officers of the Corporation are also directors 
and officers of other companies or are engaged and will continue to be engaged in activities that may put them in conflict 
with the business strategy of the Corporation. In addition, Peter Comerford, Managing Director, Australia of the 
Corporation is the Chief Executive Officer of Anspec, a distribution partner of TCann in Australia, and receives 
compensation from Anspec for his services and is entitled to certain payments on the sale of Anspec to a third-party 
purchaser. Consequently, there exists the possibility for such directors and officers to be in a position of conflict with their 
duties to the Corporation and their decisions may not be in the best interests of the Corporation and its shareholders. 
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Constraints on Marketing Products due to Statutory Prohibitions  
 
The Corporation intends to develop brand/product differentiation strategies to retain and/or grow brand market share. The 
potential for success of these strategies is uncertain, dependent on various factors, and subject to various challenges. 
The development of the Corporation’s business and operating results may be hindered by applicable regulatory restrictions 
on promotional activity. Under the Cannabis Act, marketing and advertising for cannabis products is significantly limited. 
Accordingly, the regulatory environment in Canada limits the Corporation’s ability to compete for market share in a manner 
similar to other industries. 
 
If the Corporation is unable to effectively market its cannabis products and compete for market share, or if the costs of 
compliance cannot be absorbed through increased selling prices for its cannabis products, it could have a material adverse 
effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Consumer Preferences May Change, and the Corporation May Be Unsuccessful in Acquiring or Retaining Consumers 
and Keeping Pace With Changing Market Developments 
 
As a result of changing consumer preferences, many consumer products attain financial success for a limited period of 
time. Even if the Corporation’s products find success at retail, there can be no assurance that such products will continue 
to be profitable. The Corporation’s success will be significantly dependent upon its ability to develop new and improved 
product lines and adapt to consumer preferences. Even if the Corporation is successful in introducing new products or 
developing its current products, a failure to gain consumer acceptance or to update products could cause a decline in the 
Corporation’s products’ popularity and impair its brand. In addition, the Corporation may be required to invest significant 
capital in the creation of new product lines, strains, brands, marketing campaigns, packaging and other product features—
none of which are guaranteed to be successful. Failure to introduce new features and product lines and to achieve and 
sustain market acceptance could result in the Corporation being unable to satisfy consumer preferences and generate 
revenue. 
 
The Corporation’s success depends on its ability to attract and retain consumers. There are many factors which could impact 
its ability to attract and retain consumers, including its ability to continually produce desirable and effective products, the 
successful implementation of its consumer acquisition plan and the continued growth in the aggregate number of potential 
consumers. The Corporation’s failure to acquire and retain consumers could have a material adverse effect on the 
Corporation. 
 
The legal recreational cannabis industry is in its early stages of development and it is likely that the Corporation, and its 
competitors, will seek to introduce new products in the future. In attempting to keep pace with any new market 
developments, the Corporation may need to spend significant amounts of capital in order to successfully develop and 
generate revenues from new products it introduces. Additionally, the Corporation may be required to obtain additional 
regulatory approvals from Health Canada and any other applicable regulatory authorities, which may take significant 
amounts of time and cost. The Corporation may not be successful in developing effective and safe new products, 
anticipating shifts in social trends and consumer demands, bringing such products to market in time to be effectively 
commercialized, or obtaining any required regulatory approvals, which, together with any capital expenditures made in the 
course of such product development and regulatory approval processes, may have a material adverse effect on the 
Corporation’s business and results of operations. In addition, the Corporation is currently contemplating the launch of a 
live resin vape product. Should the regulatory environment in Canada shift due to health concerns related to the use of vape 
products, the Corporation would lose its investment in these products and its sales forecasted for such products would be 
materially adversely affected. 
 
In addition, the patterns of cannabis consumption in Canada and elsewhere in the world may shift over time due to a variety 
of factors, including changes in demographics, social trends, public health polices and other leisure or consumption 
behaviors. If consumer preferences for the Corporation’s products or cannabis products in general do not develop, or if 
once developed, they were to move away from the Corporation’s products or cannabis products in general, or if the 
Corporation is unable to anticipate and respond effectively to shifts in consumer behaviors, it may be adversely affected. 
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Decreases in the Value of the Corporation’s Assets Could Lead to Impairments in the Future 
 
Potential impairment of intangible assets may significantly impact the Corporation’s profitability. Intangible assets are 
tested for impairment annually or whenever events or changes in circumstances indicate the carrying amount of an asset 
exceeds its recoverable amount. If an impairment exists, the Corporation would be required to take an impairment charge 
with respect to the impaired asset. Events giving rise to impairment are difficult to predict and are an inherent risk. As a 
result of the significance of intangible assets, should such an impairment of intangible assets occur, it could have a material 
adverse effect on the Corporation’s business, prospects, financial condition and results of operations. A large component 
of Holigen is classified as goodwill in the Corporation’s financial statements, thus increasing the risk the Corporation could 
suffer impairments. 
 
Risks Inherent in an Agricultural Business 
 
Cannabis is an agricultural product. There are risks inherent in an agricultural business, such as insects, plant diseases, crop 
failure and similar agricultural risks. Although the products are usually grown indoors or in greenhouses under climate-
controlled conditions, with conditions monitored, there can be no assurance that natural elements will not have a material 
adverse effect on the production of the Corporation’s products and, consequentially, on the Corporation’s business, 
prospects, financial condition and results of operations. In addition, the Corporation grows cannabis outdoor, in 
environments that are not controlled. As a result, the risk of crop failures and the loss of its crops is significantly more 
profound. 
 
Although the Corporation aims to produce high quality products without the use of irradiation, the Corporation has used, 
and may in the future be required to use, irradiation on its products. Such irradiation is likely to impact the quality of the 
products, which could have a material adverse effect on the Corporation’s sales, reputation as a high quality cannabis 
producer and/or selling price, and, consequentially, on the Corporation’s business, prospects, financial condition and results 
of operations.  
 
Valuation of Biological Assets 
 
Pursuant to IFRS, the Corporation measures the value of its biological assets consisting of cannabis plants using the income 
approach at fair value less costs to sell up to the point of harvest. As market prices are generally not available for biological 
assets while they are growing, the Corporation is required to make assumptions and estimates relating to, among other 
things, future agricultural commodity yields, prices and production costs. The assumptions and estimates used to determine 
the fair value of biological assets, and any changes to such prior estimates, directly affect the Corporation’s reported results 
of operations. If actual yields, prices, costs, market conditions or other results differ from the Corporation’s estimates and 
assumptions, there could be material adjustments to the Corporation’s results of operations. In addition, the use of these 
future estimated metrics differs from generally accepted accounting principles in the United States. As a result, the 
Corporation’s financial statements and reported earnings are not directly comparable to those of similar companies in the 
United States. 
 
Seasonality 
 
The Corporation’s business is seasonal, based upon the planting, growing and harvesting cycles. For example, in winter 
months, the Corporation expects to rely more on indoor lighting than in the summer months when sunlight is more ample. 
As a result, costs of production are likely to increase and yields are likely to decrease in the winter months. The inherent 
seasonality of the cannabis and hemp industries could have a material adverse effect on the Corporation’s business. In 
addition, quarterly results can vary significantly from one year to the next due primarily to weather-related shifts in planting 
schedules, production yields, purchase patterns and costs. The Corporation will incur substantial expenditures for fixed 
costs throughout the year and substantial expenditures for inventory in advance of the planting season.  
 
Seasonality also relates to the limited windows of opportunity that the Corporation has to complete required tasks at each 
stage of cannabis crop cultivation. Should events such as adverse weather or transportation interruptions occur during these 
seasonal windows, the Corporation would face reduced revenue without the opportunity to recover until the following 
season. 
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Environmental Regulation and Risks 
 
The Corporation’s operations are subject to environmental regulation in the various jurisdictions in which it operates. These 
regulations mandate, among other things, the maintenance of air and water quality standards and land reclamation. They 
also set forth limitations on the generation, transportation, storage and disposal of solid and hazardous waste. Environmental 
legislation is evolving in a manner which will require stricter standards and enforcement, increased fines and penalties for 
non-compliance, more stringent environmental assessments of proposed projects and a heightened degree of responsibility 
for companies and their officers, directors and employees. There is no assurance that future changes in environmental 
regulation, if any, will not adversely affect the Corporation’s operations. 
 
Government approvals and permits are currently, and may in the future be, required in connection with the Corporation’s 
operations. To the extent such approvals are required and not obtained, the Corporation may be curtailed or prohibited from 
its production and/or distribution of cannabis or from proceeding with the development of its operations as currently 
proposed. 
 
Failure to comply with applicable laws, regulations and permitting requirements may result in enforcement actions 
thereunder, including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed, and 
may include corrective measures requiring capital expenditures, installation of additional equipment, or remedial actions. 
The Corporation may be required to compensate those suffering loss or damage by reason of its operations and may have 
civil or criminal fines or penalties imposed for violations of applicable laws or regulations. 
 
Trade of Cannabis for Non-Medical Purposes Within Canada May Be Restricted by the Canadian Free Trade 
Agreement 
 
The Corporation has entered into supply agreements or distribution arrangements with the provinces of Ontario, British 
Columbia, Quebec, Alberta, Nova Scotia, Saskatchewan and Manitoba for the supply of recreational cannabis and cannabis 
products. The Canadian Free Trade Agreement, which generally reduces or eliminates the barriers to the free movement of 
persons, goods, services, and investments within Canada, specifically excludes cannabis for nonmedical purposes from its 
scope and instead leaves the intra-Canadian movement of non-medical cannabis to future negotiations among the provinces 
and territories. There is a risk that the outcome of the negotiations will result in the interprovincial and interterritorial trade 
of cannabis for non-medical purposes in Canada being entirely restricted or subject to conditions that will negatively impact 
the Corporation’s ability to sell cannabis in provinces and territories in which it does not have cultivation and production 
facilities, including those in which the Corporation has already executed agreements or been approved to supply cannabis 
to retailers. 
 
Credit Risk 
 
Credit risk is the risk that the counterparty to a financial instrument fails to meet its contractual obligations, resulting in a 
financial loss to the Corporation. The Corporation has credit risk exposure based on the balance of its cash, accounts 
receivable, subscriptions receivable, and taxes recoverable. There are no assurances that the Corporation’s counterparties 
or customers will meet their contractual obligations to it. 
 
Transportation Disruptions related to an Agricultural Product  
 
As a business revolving mainly around the growth of an agricultural product, the ability to obtain speedy, cost-effective 
and efficient transport services will be essential to the prolonged operations of the Corporation’s business. Should such 
transportation become unavailable for prolonged periods of time, it could have a material adverse effect on the 
Corporation’s business, prospects, financial condition and results of operations. In addition, the transportation of cannabis 
products requires certain transportation conditions, such as temperature controls. In the event such conditions are not met, 
products can be damaged, potentially resulting in non-saleable product, which would result in a loss of products and related 
sales. 
 
Due to the nature of the Corporation’s products, security of the product during transportation to and from its facilities is of 
the utmost concern. A breach of security during transport or delivery could have a material adverse effect on the 
Corporation’s business, prospects, financial condition and results of operations. Any breach of the security measures during 
transport or delivery, including any failure to comply with recommendations or requirements of Health Canada or other 



66 2020 Annual Information Form 

 

 

applicable regulatory authorities, could also have an impact on the Corporation’s ability to continue operating under its 
licences and permits or the prospect of renewing its licences and permits. 
 
Vulnerability to Rising Energy Costs 
 
The Corporation consumes considerable amounts of electric energy, diesel and other resources for its harvest activities and 
transport of its cannabis and hemp, which makes the Corporation vulnerable to rising energy costs and/or the availability 
of stable energy sources. Accordingly, rising or volatile energy costs or the inability to access stable energy sources may 
have a material adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Reliance on Key Inputs 
 
The Corporation’s business is dependent on a number of key inputs and their related costs including raw materials and 
supplies related to its growing operations, as well as electricity, water and other local utilities. Any significant interruption 
or negative change in the availability or economics of the supply chain for key inputs could materially impact the business, 
financial condition and operating results of the Corporation. Some of these inputs may only be available from a single 
supplier or a limited group of suppliers, including access to the electricity grid. If a sole source supplier was to go out of 
business, the Corporation might be unable to find a replacement for such source in a timely manner or at all. If a sole source 
supplier were to be acquired by a competitor, that competitor may elect not to sell to the Corporation in the future. Any 
inability to secure required supplies and services or to do so on appropriate terms could have a material adverse effect on 
the Corporation’s business, prospects, financial condition and results of operations. 
 
Supply of Cannabis Starting Materials 
 
If for any reason the supply of cannabis starting materials (i.e. seeds and cuttings) or the import of cannabis starting 
materials is ceased or delayed, and the Corporation is unable to replenish its supply internally, the Corporation would have 
to seek alternate suppliers and obtain all necessary authorization for the new cannabis starting materials. If replacement 
cannabis starting materials cannot be obtained at comparable prices, or at all, or if the necessary authorizations are not 
obtained, the Corporation’s business, financial condition and results of operations would be materially and adversely 
affected. 
 
Dependence on Skilled Labour and Suppliers  
 
The ability of the Corporation to compete and grow will be dependent on it having access, at a reasonable cost and in a 
timely manner, to skilled labour, equipment, parts and components. No assurances can be given that the Corporation will 
be successful in maintaining its required supply of skilled labour, equipment, parts and components. Qualified individuals 
are in high demand, and the Corporation may incur significant costs to attract and retain them. It is also possible that the 
final costs of the major equipment and materials, including packaging materials, contemplated by the Corporation’s capital 
expenditure program may be significantly greater than anticipated by management, and may be greater than funds available 
to the Corporation, in which circumstance the Corporation may curtail, or extend the timeframes for completing, its capital 
expenditure plans. This could have a material adverse effect on the Corporation’s business, prospects, financial condition 
and results of operations. 
 
Security Clearance of Individuals Occupying a “Key Position” in the Corporation 
 
Certain people associated with cannabis licensees, including individuals occupying a “key position” such as directors, 
officers, large shareholders and other individuals identified by the Minister of Border Security and Organized Crime 
Reduction (the “Minister”), must hold a valid security clearance issued by the Minister. Under the Cannabis Regulations, 
the Minister may refuse to grant security clearance under certain circumstances, or may revoke such security clearance 
should certain circumstances arise. Federal cannabis licence holders were experiencing delays in Health Canada security 
clearances and any similar delays under the Cannabis Regulations could have an adverse effect on the Corporation’s 
business and results of operations. In addition, certain individuals at the Corporation are, or will be, required to obtain 
security clearances from the applicable regulatory authorities in Portugal, Spain, Uruguay and Australia. There is no 
assurance that any of the individuals occupying a “key position”, or other individuals who are presently required, or may 
in the future be required, to obtain, maintain or renew a security clearance in Canada, Portugal, Spain, Uruguay or Australia 
will be able to do so. A failure by an individual to obtain, maintain or renew his or her security clearance in Canada, 
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Portugal, Spain, Uruguay or Australia would result in a material adverse effect on the Corporation’s business, prospects, 
financial condition and results of operations. In addition, if such an individual with security clearance leaves and Flowr is 
unable to find a suitable replacement that has a security clearance in a timely manner, or at all, there could occur a material 
adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
Third Parties with Whom the Corporation Does Business May Perceive Themselves as Being Exposed to Reputational 
Risk as a Result of Their Relationship with the Corporation and May, as a Result, Refuse to Do Business with the 
Corporation 
 
The parties with whom the Corporation does business, or would like to do business with, may perceive that they are exposed 
to reputational risk as a result of the Corporation’s business activities relating to cannabis, which could hinder the 
Corporation’s ability to establish or maintain business relationships. These perceptions relating to the cannabis industry 
may interfere with the Corporation’s relationship with service providers in Canada and other countries, particularly in the 
financial services industry. 
 
The Ability to Continuously Maintain and Retain a Competitive Talent Pool  
 
As the Corporation grows, it will need to hire additional human resources to continue to develop its businesses. However, 
experienced talent in the areas of cannabis R&D, growing cannabis and extraction, as well as senior management, are 
difficult to source, and there can be no assurance that the appropriate individuals will be available or affordable. Without 
adequate personnel and expertise, the growth of the business of the Corporation may suffer. There can be no assurance that 
the Corporation will be able to identify, attract, hire and retain qualified personnel and expertise in the future, and any 
failure to do so could have a material adverse effect on the Corporation’s business, financial condition or results of 
operations. 
 
Management of Growth in Respect of Staff Resources  
 
As the Corporation grows, the Corporation will also be required to hire, train, supervise and manage new employees. The 
Corporation may experience a period of significant growth in the number of personnel that will place a strain upon its 
management systems and resources. Its future will depend in part on the ability of its officers and other key employees to 
implement and improve financial and management controls, reporting systems and procedures on a timely basis and to 
expand, train, motivate and manage the workforce. The Corporation’s current and planned personnel, systems, procedures 
and controls may be inadequate to support its future operations. Failure to effectively manage any future growth could have 
a material adverse effect on the Corporation’s business, financial condition or results of operations. 
 
Internal Controls Over Financial Reporting  
 
Effective internal controls are necessary for the Corporation to provide reliable financial reports and to help prevent fraud. 
Although the Corporation will undertake a number of procedures and will implement a number of safeguards, in each case, 
in order to help ensure the reliability of its financial reports, including those imposed on the Corporation under Canadian 
securities law, the Corporation cannot be certain that such measures will ensure that the Corporation will maintain adequate 
control over financial processes and reporting. Failure to implement required new or improved controls, or difficulties 
encountered in their implementation, could harm the Corporation’s results of operations or cause it to fail to meet its 
reporting obligations. If the Corporation or its auditors discover a material weakness, the disclosure of that fact, even if 
quickly remedied, could reduce the market’s confidence in the Corporation’s consolidated financial statements and 
materially adversely affect the trading price of the Common Shares. In addition, as a TSX-V issuer, the Corporation is not 
required to establish and maintain disclosure controls and protocols and internal controls over financial reporting which 
may result in additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and other 
reports provided by the Corporation under applicable securities legislation. 
 
Difficulty to Forecast Sales and Other Business Metrics 
 
The Corporation must rely largely on its own market research to forecast sales as detailed forecasts are not generally 
obtainable from other sources at this early stage of the cannabis industry. If the Corporation underestimates the demand for 
its products, it may not be able to produce products to meet its stringent requirements, and this could result in delays in the 
shipment of products and failure to satisfy demand, as well as damage to reputation and partner relationships. If the 
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Corporation overestimates the demand for its products, it could face inventory levels in excess of demand, which could 
result in inventory write-downs or write-offs and the sale of excess inventory at discounted prices, which would harm the 
Corporation’s gross margins and brand management efforts.  
 
Due to the new nature of the recreational market, it is difficult for the Corporation to forecast demand. In particular, it is 
difficult to forecast the rate of the illicit cannabis market crossing over to the legal recreational market. If the recreational 
market does not develop as the Corporation expects, it could have a material adverse effect on its business, results of 
operations and financial condition. 
 
In addition to inherent risks and difficulties forecasting sales, anticipated costs and yields are also challenging to predict 
with certainty as the cannabis industry is in its relative infancy and rapidly evolving. If Flowr makes capital investments 
based on flawed sales, costs and yields forecasts, the Corporation may not achieve its expected, or any, return on invested 
capital. Failure to realize forecasted sales, costs and yields could have a material adverse effect on the Corporation’s 
business, results of operations and financial condition. 
 
The Corporation May Become a Party to Litigation  
 
The Corporation may become party to litigation from time to time in the ordinary course of business which could adversely 
affect its business. Should any litigation in which the Corporation becomes involved be determined against the Corporation 
such a decision could adversely affect the Corporation’s ability to continue operating and the market price for the Common 
Shares and could use significant resources and demand significant time and attention by management. Even if the 
Corporation is involved in litigation and wins, litigation can redirect significant resources. 
 
The Corporation May Become Involved in Regulatory or Agency Proceedings, Investigations and Audits 
 
Health Canada inspectors routinely assess the Corporation for compliance with applicable regulatory requirements. The 
Corporation’s facilities in Canada will be inspected by Health Canada and its facilities in Portugal, Spain, Uruguay and 
Australia will also be inspected for compliance by applicable regulators and will be subject to certain ongoing inspections 
and audits. Furthermore, the import of the Corporation’s products into other jurisdictions, such as Europe, South America 
and Australia, is subject to the regulatory requirements of the respective jurisdiction. Any failure by the Corporation to 
comply with the applicable regulatory requirements could require extensive changes to the Corporation’s operations; result 
in regulatory or agency proceedings or investigations, increased compliance costs, damage awards, civil or criminal fines 
or penalties or restrictions on the Corporation’s operations; harm the Corporation’s reputation or give rise to material 
liabilities or a revocation of the Corporation’s licences and other permits. There can be no assurance that any pending or 
future regulatory or agency proceedings, investigations or audits will not result in substantial costs, a diversion of 
management’s attention and resources or other adverse consequences to the Corporation and its business. 
 
The Corporation Is Subject to Certain Restrictions of the TSX-V Which May Constrain Its Ability to Expand Its Business 
Internationally 
 
The TSX-V required, as a condition to listing, that the Corporation deliver an undertaking (the “Undertaking”) confirming 
that, while listed on the TSX-V, the Corporation will only conduct the business of cannabis related business as described 
in the Filing Statement and/or the business of the production, sale and distribution of cannabis for medical and recreational 
purposes in Canada as permitted under the Corporation’s licences with Health Canada. The Undertaking could have an 
adverse effect on the Corporation’s ability to export cannabis from Canada and on its ability to expand its business into 
other areas while it is still listed on the TSX-V and subject to the Undertaking. The Undertaking may prevent the 
Corporation from expanding into new areas of business when its competitors have no such restrictions. All such restrictions 
could have a material adverse effect the Corporation’s business, prospects, financial condition and results of operations. 
 
The Corporation’s Indebtedness May Impose Operating and Financial Restrictions on the Corporation That, Together 
With the Resulting Debt Service Obligations From Such Indebtedness, May Limit the Corporation’s Ability to Execute 
Its Business Plans 
 
The Corporation’s indebtedness under the ATB Credit Facilities and the Debenture Indenture may limit the Corporation’s 
ability to execute its business plans, which could have important consequences to holders of securities of the Corporation 
including: reducing the availability of cash flow to fund working capital, capital expenditures, development activity and 
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other general corporate purposes, increasing the Corporation’s vulnerability to adverse general economic or industry 
conditions, limiting the Corporation’s ability to obtain additional financing in the future for working capital and resulting 
in increased sensitivity of overall cash flow and profitability to changes in interest rates. 
 
The Corporation May Default On Its Obligations to Pay Its Other Indebtedness 
 
Any  default  under  the  agreements  governing  the  Corporation’s  indebtedness,  including: (i) a default  under  the  ATB 
Credit Facilities; (ii) a default under the amended and restated agreement between Flowr ULC, Flowr Okanagan and 
Hawthorne Canada Limited  dated  December  14,  2018, as  amended  on  November 15, 2019; or (iii) a default under the 
Debenture Indenture, that  is  not  waived  by  the  required  lenders,  and the  remedies sought by the holders of such 
indebtedness, could have a material adverse effect on the Corporation’s business, prospects, financial condition and results 
of operations. If the Corporation is unable to generate sufficient cash flow and is otherwise unable to obtain funds necessary 
to meet required payments of principal, premium, if any, and interest on its indebtedness, or if the Corporation otherwise 
fails to comply with the various covenants, including financial and operating covenants in the instruments governing its 
indebtedness (including covenants in the credit agreement governing the ATB Credit Facilities and/or the Debenture 
Indenture), the Corporation could be in default under the terms of the agreements governing such indebtedness. In the event 
of such default: (i) the holders of such indebtedness may be able to cause all of the Corporation’s available cash flow to be 
used to pay such indebtedness and, in any event, could elect to declare all the funds borrowed thereunder to be due and 
payable, together with accrued and unpaid interest; (ii) the lenders could institute foreclosure proceedings against the 
Corporation’s assets; and (iii) the Corporation could be forced into bankruptcy or other involuntary insolvency proceedings.  
 
If the Corporation’s operating performance declines, it may in the future need to obtain waivers from the required lenders 
under its debt agreements to avoid being in default. If the Corporation breaches its covenants under such agreements and 
seeks a waiver, it may not be able to obtain a waiver from the required lenders. If this occurs, the Corporation would be in 
default under such debt agreements, the lenders could exercise their rights, as described above, and the Corporation could 
be forced into bankruptcy or other involuntary insolvency proceedings.  In addition, there are cross default provisions 
included in the debt agreements of the Corporation, which could result in a default occurring under one debt agreement 
placing the Corporation into a default under other debt agreements, notwithstanding that a particular event would not be a 
default under all debt agreements of the Corporation. 
 

Risks Related to International Activities 
 
The Corporation’s Operations in Foreign Countries May Be Subject to a Higher Degree of Political, Social and 
Economic Risk Than Jurisdictions in Which It Currently Operates 
 
A number of risks are inherent in international operations, including risks associated with: (i) foreign currency fluctuations 
and devaluations; (ii) political, social, security and economic instability in foreign countries; (iii) changes in and compliance 
with local laws and regulations or uncertainty regarding the interpretation and/or application of applicable laws, including 
export and import control laws, sanctions regulations, tax laws, labour laws, employee benefits, currency restrictions and 
other requirements; (iv) differences in tax regimes and potentially adverse tax consequences of operating in foreign 
countries or unfavourable or arbitrary tax enforcement; (v) customizing products for foreign countries; (vi) legal 
uncertainties regarding liability, export and import restrictions, tariffs and other trade barriers; (vii) changes in 
governmental regulations regarding currency or price controls, profit repatriation, labour, or health and safety matters; (viii) 
hiring qualified foreign employees; and (viii) difficulty in accounts receivable collection and longer collection periods. 
Accordingly, as the Corporation begins to operate internationally, its exposure to risks involved with operating in foreign 
countries will increase, which could have a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. 
 
The Corporation’s Expansion Efforts May Not Be Successful and Corporation’s Operations Are Subject to Risk as a 
Result of the Corporation’s Expansion Efforts Including the Corporation’s International Expansion. 
 
There is no guarantee that the Corporation’s international expansion strategy will be successful. Such activities will require, 
among other things, various regulatory approvals, licences and permits and there is no guarantee that all required approvals, 
licences and permits will be obtained in a timely fashion or at all. There is also no guarantee that the Corporation will be 
able to complete any of the foregoing activities as anticipated or at all. Furthermore, there can be no assurance that any 
international market for the Corporation’s products will develop. The Corporation’s failure to successfully execute its 
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international expansion strategy (including receiving required regulatory approvals, licences and permits) could have a 
material adverse effect on the Corporation’s business, prospects, financial condition and results of operations. 
 
The Corporation’s expansion into jurisdictions outside of Canada is subject to additional business risks, including new or 
unexpected risks or could significantly increase the Corporation’s exposure to one or more existing risk factors, including 
economic instability, changes in laws and regulations, and the effects of competition. In addition, international expansion 
could subject the Corporation’s business to certain risks relating to fluctuating exchange rates or require a number of up-
front expenses, including those associated with obtaining regulatory approvals, as well as additional ongoing expenses, 
including those associated with infrastructure, staff and regulatory compliance. These factors may limit the Corporation’s 
ability to successfully expand its operations into such jurisdictions and may have a material adverse effect on the 
Corporation’s business, prospects, financial condition and results of operations. 
 
Risks Inherent in Uruguayan Rural Real Estate. 

 
Uruguayan Law No. 18,092 (as amended by Uruguayan Law No. 18,172) provides as a general rule, that legal entities 
shall be entitled to own rural lands or perform agrarian activities, provided they are personal legal entities or corporations 
included under Uruguayan Law 16,060 (Uruguayan Companies Act), which total capital stock is represented by 
nominative quotas or shares owned by natural persons. This provision only applies to rural real estate used for agrarian 
activities. 
 
Different positions have been argued in Uruguay on whether foreign companies or Uruguayan companies which 
shareholders are foreign companies owned by natural persons (such as Oransur and Faises) are entitled under the law to 
own or exploit rural land. If considered not to be entitled, then the companies would have been considered obliged to 
apply for a prior authorization (either to own or exploit rural land) to the executive branch of the Uruguayan government. 
 
Consequences of being in default are not specifically provided under the applicable law (except with respect to a certain 
transition period which has already expired). Therefore, legal scholars contemplate three possible positions regarding 
ownership of rural real estate or agricultural exploitation by a person who would not be entitled according to the law, 
and had not been granted a prior authorization by the executive branch of the Uruguayan Government: (i) the prior 
authorization is a constituting requirement of validity of legal transactions, and therefore if not obtained would cause the 
legal transactions to be void or voidable; (ii) the prohibition is directed to specific and concrete subjects of law, instead 
of legal transactions, and therefore, the acts performed by those persons would be considered non-existent; and (iii) if 
the continued performance of an unlawful or prohibited activity or unlawful acts are of such gravity to distort the 
corporate purpose, by the company ruled under Uruguayan Corporate law number 16,060, then it would be considered 
dissolute. 
 
The abovementioned general rule has the following exceptions, which are expressly regulated by Decrees Nos. 225/07 
and 201/08: 
 

• the public company exception, which is based on specific features of the legal entities, including domestic or foreign 
corporations whose shares are traded on well-known local or foreign stock exchange markets, domestic or foreign 
pension funds (the “Public Company Exception”); and 

• exceptions granted to legal entities (including corporations, branches of foreign companies, trusts and investment 
funds) with bearer or registered shares not covered by (a) above, including legal entities that develop activities which 
constitute part of a project considered as a priority for the productive development of Uruguay (the “Productive 
Project Exception”, and with the Public Company Exception, each an “Exception”). 

 
Generally, the process for obtaining governmental authorization for an Exception takes approximately one year, but may 
vary on a case-by-case basis. Once an Exception is authorized, new authorizations relating to the buying, leasing, 
acquiring or exploiting of additional land become subject to the fast-track process whereby transfers will be 
automatically authorized in the absence of any formal objection within 30 days of application. As a result, obtaining 
new authorizations is expected to take approximately 45 days. There is no certainty that an Exception will be granted if 
Faises or Oransur make an application to obtain an Exception. 
 
On September 24, 2014, a restriction to foreign ownership of land which only applies to foreign states and foreign 
sovereign funds was established by Uruguayan Law No. 19,283. As a result of the passing of this law, ownership and 
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use of rural land by foreign states and foreign sovereign funds is restricted with the aim of preserving and protecting the 
Uruguayan State’s sovereignty over its natural resources and, in particular, over its land. In order to achieve this, 
Uruguayan Law No. 19,283 provides that rural land and agricultural operations may not be owned or held by 
corporations controlled by foreign states or by foreign sovereign funds. Further, corporations with bearer shares having 
these characteristics (non-controlling foreign state participation) can own rural land in Uruguay if they previously obtain 
a productive project exemption, which among others provide evidence that they are carrying out a productive project, 
using innovative technologies and creating local employment. 
 
Based on the guidelines provided by Uruguayan corporations law, the determination of a controlling stake will take into 
account if the Corporation is under the dominant influence of the stakeholder. This means that the application of 
Uruguayan Law No. 19,283 may not only be made on the basis of stock ownership but may also consider special ties 
between the shareholder and the Corporation. 
 
Operations in Spanish and Portuguese. 
 
As a result of the Corporation conducting its operations in Uruguay, Spain and Portugal, the books and records of the 
Corporation, including key documents such as material contracts and financial documentation may be principally 
negotiated and entered into in the Spanish language and Portuguese language and English translations may not exist or be 
readily available. 
 
Fluctuations in Foreign Currency Exchange Rates Could Harm the Corporation’s Results of Operations 
 
The Corporation may be exposed to fluctuations of the Canadian dollar against certain other currencies because it publishes 
its financial statements in Canadian dollars, while a portion of its assets, liabilities, revenues and costs are, or will be, 
denominated in other currencies, including the Australian dollar, Euros and Uruguayan pesos. Exchange rates for currencies 
of the countries in which the Corporation intends to operate in the future, which currently include Portugal, Spain, Uruguay 
and Australia, may fluctuate in relation to the Canadian dollar, and such fluctuations may have a material adverse effect on 
the Corporation’s earnings or assets when translating foreign currency into Canadian dollars. 
 
The Corporation Relies on International Advisors and Consultants  
 
The legal and regulatory requirements in the foreign countries in which the Corporation operates with respect to the 
cultivation and sale of cannabis, banking system and controls, as well as local business culture and practices are different 
from those in Canada. The officers and Directors of the Corporation must rely, to a great extent, on the Corporation’s local 
management team and employees as well as legal counsel and local consultants retained by the Corporation in order to 
keep abreast of material legal, regulatory and governmental developments as they pertain to and affect the Corporation’s 
business operations, and to assist the Corporation with its governmental relations. The Corporation also relies on the advice 
of local experts and professionals in connection with current and new regulations that develop in respect of the cultivation 
and sale of cannabis as well as in respect of banking, financing, labour, litigation and tax matters in these jurisdictions. Any 
developments or changes in such legal, regulatory or governmental requirements or in local business practices are beyond 
the control of the Corporation. The impact of any such changes could have a material adverse effect on the Corporation’s 
business, prospects, financial condition and results of operations.  
 
The Corporation May Expand into Other Geographic Areas, Which Could Increase the Corporation's Operational, 
Regulatory and Other Risks 
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In addition to the jurisdictions described elsewhere in this Annual Information Form, the Corporation may in the future 
expand into other geographic areas, which could increase the Corporation’s operational, regulatory, compliance, 
reputational and foreign exchange rate risks. The failure of the Corporation’s operating infrastructure to support such 
expansion could result in operational failures and regulatory fines or sanctions. In addition, to the extent the Corporation 
attempts to enter into the cannabis market in a developing country, these risks may be exacerbated and there may be 
additional risks with such emerging economies, such as hyperinflation, price controls, property seizures, war, terrorism, 
expropriation, nationalism, social and labour unrest, organized crime, corruption and fraud and restrictions on the 
acquisition or lease of properties. Future international expansion could require the Corporation to incur a number of up-
front expenses, including those associated with obtaining regulatory approvals, as well as additional ongoing expenses, 
including those associated with infrastructure, staff and regulatory compliance. The Corporation may not be able to 
successfully identify suitable acquisition and expansion opportunities or integrate such operations successfully with the 
Corporation's existing operations.  
 
General economic and political risks. 
 
The Corporation may be affected by possible political or economic instability in Canada, Spain, Portugal, Uruguay or 
Australia, including as a result of instability in other regions of the world. The risks include, but are not limited to, extreme 
fluctuations in currency exchange rates, high rates of inflation or unemployment, consumer trends and spending, military 
repression, and inability to contain the COVID-19 pandemic or a future pandemic. Changes in medicine and agricultural 
development or investment policies or shifts in political attitude in certain countries may adversely affect the Corporation’s 
business. Operations may be affected in varying degrees by government regulations with respect to restrictions on 
production, distribution, price controls, export controls, income taxes, expropriation of property, maintenance of assets, 
environmental legislation, land use, land claims of local people and water use. The effect of these factors cannot be 
accurately predicted. 
In the past, high levels of inflation have adversely affected Uruguay’s economy and financial markets, and the ability of its 
government to create conditions that stimulate or maintain economic growth. Moreover, governmental measures to curb 
inflation and speculation about possible future governmental measures have contributed to the negative economic impact 
of inflation and have created general economic uncertainty. According to the World Bank, inflation in Uruguay reached a 
high of 112.5% in 1990 and has remained relatively high at 7.9% in 2019. A portion of the Corporation’s operating costs 
are denominated in Uruguayan pesos. Inflation in Uruguay, without a corresponding peso devaluation could result in an 
increase in the Corporation’s operating costs without a commensurate increase in the Corporation’s revenues, which could 
adversely affect the Corporation’s financial condition and its ability to pay its foreign denominated obligations. 
 
Uruguay may continue to experience relatively high levels of inflation in the future, which may impact domestic demand 
for the Corporation’s products. Inflationary pressures may also weaken investor confidence in Uruguay, curtail the 
Corporation’s ability to access foreign financial markets and lead to further government intervention in the economy, 
including interest rate increases, restrictions on tariff adjustments to offset inflation, intervention in foreign exchange 
markets and actions to adjust or fix currency values, which may trigger or exacerbate increases in inflation, and 
consequently have an adverse impact on the Corporation. In an inflationary environment, the value of uncollected accounts 
receivable, as well as of unpaid accounts payable, declines rapidly. If Uruguay experiences high levels of inflation in the 
future and price controls are imposed, the Corporation may not be able to adjust the rates the Corporation charges its 
customers to fully offset the impact of inflation on the Corporation’s cost structures, which could adversely affect its 
business, financial condition and results of operations. 
 
Depreciations of the peso relative to other foreign currencies, including U.S. dollar or the Euro, may also create additional 
inflationary pressures in Uruguay that may negatively affect the Corporation. Depreciations generally curtail access to 
foreign financial markets and may prompt government intervention, including recessionary governmental policies. Any of 
the foregoing could materially and adversely affect the Corporation’s business, operating results and cash flows, as well as 
the market price of the Securities. 
 
The impact of any such changes could have a material adverse effect on the Corporation’s business, prospects, financial 
condition and results of operations. 
 
The Corporation’s Business May Be Subject to a Variety of U.S. and Foreign Laws, Many of Which Are Unsettled and 
Still Developing and Which Could Subject the Corporation to Claims or Otherwise Harm Its Business 
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In the United States, despite cannabis having been legalized at the state level for medical use in many states and for 
recreational in a number of states, cannabis and cannabis products, other than hemp-derived CBD under certain 
circumstances, continue to be categorized as a Schedule I controlled substance under the Controlled Substances Act (the 
“CSA”), and subject to the Controlled Substances Import and Export Act, as amended (the “CSIEA”). The Corporation 
believes that it is not subject to the CSA or CSIEA, because it has no active business operations in the United States and 
does not distribute any products in the United States. Nonetheless, it is, or may become, subject to various other U.S. federal 
laws and regulations, including in connection with any offering of securities of the Corporation, and violations of any U.S. 
federal laws or regulations, including the CSA and CSIEA, whether intentionally or inadvertently, could result in significant 
fines, penalties, administrative sanctions, convictions or settlements, arising from civil proceedings initiated by either the 
U.S. federal government or private citizens or criminal charges, including disgorgement of profits, cessation of business 
activities or divestitures. Further, the status of cannabis as a Schedule I controlled substance may cause the Corporation 
and its business to be negatively perceived by prospective U.S. investors or other parties, who may incorrectly believe that 
the CSA or CSIEA applies to the Corporation, or who may have reputational or other concerns about dealings with a 
cannabis producer even if it is not conducting business in, or distributing any products in, the United States. 
 
The Corporation also is, or expects to become, subject to a variety of laws and regulations in Canada, the United States, 
the European Union, Spain, Portugal, Uruguay, Australia and elsewhere that prohibit money laundering, including the 
Proceeds of Crime and Terrorist Financing Act (Canada), the Money Laundering Control Act (United States), as 
amended, Directive (EU) 2015/849 and the rules and regulations thereunder and any related or similar rules, regulations 
or guidelines issued, administered or enforced by governmental authorities in Canada, the United States, the European 
Union, Spain, Portugal, Uruguay or Australia or any other jurisdiction in which the Corporation has or is developing 
business operations or to which the Corporation exports. Although the Corporation believes that none of its activities 
implicate any applicable money laundering statutes, in the event that any of its business activities, any dividends or 
distributions therefrom, or any profits or revenue accruing thereby are found to be proceeds of crime under one or more 
of the statutes described above or any other applicable legislation, any persons, including investors, found to be aiding 
and abetting the Corporation in such violations could be subject to criminal or civil liability. Any violations of these 
laws, or allegations of such violations, could disrupt the Corporation’s operations, significantly distract management 
and involve significant costs and expenses, including legal fees. The Corporation could also suffer severe penalties, 
including criminal and civil penalties, disgorgement and other remedial measures. 
 
The Corporation May Be Responsible for Corruption and Anti-Bribery Law Violations  
 
The Corporation’s business is subject to Canadian laws which generally prohibit companies and employees from engaging 
in bribery or other prohibited payments to foreign officials for the purpose of obtaining or retaining business. In addition, 
the Corporation is subject to the anti-bribery laws of any other countries in which it conducts business now or in the future. 
The Corporation’s employees or other agents may, without its knowledge and despite its efforts, engage in prohibited 
conduct under the Corporation’s policies and procedures and anti-bribery laws for which the Corporation may be held 
responsible. The Corporation’s policies mandate compliance with these anti-corruption and anti-bribery laws. However, 
there can be no assurance that the Corporation’s internal control policies and procedures will always protect it from 
recklessness, fraudulent behaviour, dishonesty or other inappropriate acts committed by its affiliates, employees, 
contractors or agents. If the Corporation’s employees or other agents are found to have engaged in such practices, the 
Corporation could suffer severe penalties and other consequences that may have a material adverse effect on its business, 
prospects, financial condition and results of operations. 
 
Ability to Establish and Maintain Bank Accounts 
 
There is a risk that banking institutions in countries where the Corporation operates will not accept payments related to the 
cannabis industry. Such risks could increase costs for the Corporation. In the event financial service providers do not accept 
accounts or transactions related to the cannabis industry, it is possible that the Corporation may be required to seek 
alternative payment solutions, including but not limited to crypto currencies. There are risks inherent in crypto currencies, 
most notably its volatility and security issues. If the industry was to move towards alternative payment solutions and accept 
payments in crypto currency the Corporation would have to adopt policies and protocols to manage its volatility and 
exchange rate risk exposures. The Corporation’s inability to manage such risks may adversely affect the Corporation’s 
operations and financial performance. 
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Risk Factors Related the Common Shares 
 
The Corporation Is Subject to Risks Related to Additional Regulatory Burden and Controls Over Financial Reporting 
 
The Corporation is subject to the continuous and timely disclosure requirements of Canadian securities laws and the rules, 
regulations and policies of the TSX-V. These rules, regulations and policies relate to, among other things, corporate 
governance, continuous disclosure and financial reporting standards. The Corporation has made, and will continue to make, 
changes in these and other areas. However, there is no assurance that these and other measures that it may take will be 
sufficient to allow the Corporation to satisfy its obligations as a public company on a timely basis. In addition, compliance 
with reporting and other requirements applicable to public companies create additional costs for the Corporation and require 
the time and attention of management of the Corporation. The Corporation cannot predict the amount of the additional 
costs that the Corporation may incur, the timing of such costs or the impact that management’s attention to these matters 
will have on the Corporation’s business.  
 
Price Volatility of the Common Shares  
 
The market price of the Common Shares may be subject to wide price fluctuations in response to many factors, including 
variations in the operating results of the Corporation and its subsidiaries, divergence in financial results from analysts’ 
expectations, changes in earnings estimates by stock market analysts, changes in the business prospects for the Corporation 
and its subsidiaries or others in the cannabis industry, general economic and cannabis industry conditions, legislative 
changes, community support for the cannabis industry and other events and factors outside of the Corporation’s control, 
including: 

 
• actual or anticipated fluctuations in the Corporation’s quarterly results of operations; 
• recommendations by securities research analysts; 
• changes in the economic performance or market valuations of companies in the industry in which the Corporation 

operates; 
• addition or departure of the Corporation’s executive officers and other key personnel; 
• release or expiration of transfer restrictions on outstanding Common Shares or the conversion of Securities into 

Common Shares; 
• sales or perceived sales of additional Common Shares; 
• operating and financial performance that vary from the expectations of management, securities analysts and 

investors; 
• regulatory changes affecting the Corporation’s industry generally and its business and operations both 

domestically and abroad; 
• announcements of developments and other material events by the Corporation or its competitors; 
• fluctuations to the costs of vital production materials and services; 
• changes in global financial markets and global economies and general market conditions, such as interest rates 

and cannabis product price volatility; 
• significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by 

or involving the Corporation or its competitors; 
• operating and share price performance of other companies that investors deem comparable to the Corporation or 

from a lack of market comparable companies; 
• news reports relating to trends, concerns, technological or competitive developments, regulatory changes and other 

related issues in the Corporation’s industry or target markets; and 
• investors’ general perception of the Corporation and the public’s reaction to the Corporation’s press releases, its 

other public announcements and its filings with the Canadian securities regulators. 
 

Financial markets have from time to time experienced significant price and volume fluctuations that have particularly 
affected the market prices of equity securities of companies and that have often been unrelated to the operating performance, 
underlying asset values or prospects of such companies. Accordingly, the market price of the Common Shares may decline 
even if the Corporation’s operating results, underlying asset values or prospects have not changed. Additionally, these 
factors, as well as other related factors, may cause decreases in asset values that are deemed to be other than temporary, 
which may result in impairment losses. There can be no assurance that continuing fluctuations in price and volume will not 
occur. If such increased levels of volatility and market turmoil continue, the Corporation’s operations could be adversely 
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impacted, and the trading price of the Common Shares may be materially adversely affected. 
 
Enforcement of judgments against foreign persons may not be possible 
 
Investors should be aware that some of the directors and officers of the Corporation are located outside of Canada and, as 
a result, it may not be possible for investors to effect service of process within Canada upon these persons. All or a 
substantial portion of the assets of these persons are likely to be located outside of Canada and, as a result, it may not be 
possible to satisfy a judgment against such persons in Canada or to enforce a judgment obtained in Canadian courts against 
such persons outside of Canada.  
 
Publication of inaccurate or unfavourable research and reports 
 
The trading market for the Common Shares relies in part on the research and reports that securities analysts and other third 
parties choose to publish about the Corporation. The Corporation will not control these analysts or other third parties. The 
price of the Common Shares could decline if one or more securities analysts downgrade the Common Shares or if one or 
more securities analysts or other third parties publish inaccurate or unfavourable research about the Corporation or cease 
publishing reports about the Corporation. If one or more analysts cease coverage of the Corporation or fail to regularly 
publish reports on the Corporation, the Corporation could lose visibility in the financial markets, which in turn could cause 
the Corporation’s share price or trading volume to decline. 
 
Decreases in the Value of the Corporation’s Assets Could Lead to Impairments in the Future 
 
Potential impairment of intangible assets may significantly impact the Corporation’s profitability. Intangible assets are 
tested for impairment annually or whenever events or changes in circumstances indicate the carrying amount of an asset 
exceeds its recoverable amount. If an impairment exists, the Corporation would be required to take an impairment charge 
with respect to the impaired asset. Events giving rise to impairment are difficult to predict and are an inherent risk. As a 
result of the significance of intangible assets, should such an impairment of intangible assets occur, it could have a material 
adverse effect on the Corporation’s business, financial condition and results of operations.  
 
Dilution  
 
The Corporation may sell additional Common Shares or other securities that are convertible, exercisable or exchangeable 
into Common Shares in subsequent offerings or may issue additional Common Shares or other securities to finance future 
acquisitions. The Corporation cannot predict the size or nature of future sales or issuances of securities or the effect, if any, 
that such future sales and issuances will have on the market price of the Common Shares. Sales or issuances of substantial 
numbers of Common Shares or other securities that are convertible, exercisable or exchangeable into Common Shares, or 
the perception that such sales or issuances could occur, may adversely affect prevailing market prices of the Common 
Shares. With any additional sale or issuance of Common Shares or other securities that are convertible or exchangeable 
into Common Shares, investors will suffer dilution to their voting power and economic interest in the Corporation. 
Furthermore, to the extent holders of the Corporation’s Debentures, stock options or other convertible securities convert or 
exercise their securities and sell the Common Shares they receive, the trading price of the Common Shares may decrease 
due to the additional amount of Common Shares available in the market. 
 
Control by Majority Shareholders and the Corporation’s Governance  
 
A holder of a substantial amount of the Common Shares may be able to exercise a controlling influence on the Corporation, 
which may affect the Corporation’s governance and operations. For so long as such shareholders maintain their interest in 
the Corporation, such shareholders may be able to exercise a controlling influence over the Corporation and its business 
and affairs, the selection of senior management, the acquisition or disposition of the Corporation’s assets, access to capital 
markets, the payment of dividends and any change of control of the Corporation, such as a merger or take-over. The effect 
of this control may be to limit the price that investors are willing to pay for the Common Shares. In addition, a sale of the 
Common Shares by such shareholders, or the perception of the market that a sale may occur, may adversely affect the 
market price of the Common Shares. 
 
To the knowledge of the Corporation, as of April 28, 2021: (i) Tom Flow beneficially owns, or controls or directs, directly 
or indirectly, a total of 26,025,000 Common Shares, representing approximately 7% of the equity of the Corporation on a 
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non-diluted basis; and (ii) Steven Klein, through Core Flow Canada Holdings Inc., beneficially owns, or controls or directs, 
directly or indirectly, a total of 41,049,642 Common Shares as well as 1,200,000 Options, 41,598,000 Flowr ULC Class A 
Shares, and 18,546,792 Warrants that are convertible or exercisable into Common Shares, representing approximately 28% 
of the equity of the Corporation on a non-diluted basis. 
 
The Corporation has entered into the Nomination and Voting Agreement.  For more information, please see the section 
entitled “Terrace”. 
 
The Corporation Has Not Declared and Paid Dividends in the Past and May Not Declare and Pay Dividends in the 
Future 
 
The Corporation has no earnings or dividend record, and does not anticipate paying any dividends on the Common Shares 
in the foreseeable future. Dividends paid by the Corporation would be subject to tax and, potentially, withholdings for non-
residents of Canada. Any decision to declare and pay dividends in the future will be made at the discretion of the Board 
and will depend on, among other things, financial results, cash requirements, contractual restrictions and other factors that 
the Board may deem relevant. As a result, investors may not receive any return on an investment in the Common Shares 
unless they sell their Common Shares for a price greater than that which such investors paid for them. 
 
Publication of Inaccurate or Unfavourable Research and Reports 
 
The trading market for the Common Shares relies in part on the research and reports that securities analysts and other third 
parties choose to publish about the Corporation. The Corporation will not control these analysts or other third parties. The 
price of the Common Shares could decline if one or more securities analysts downgrade the Common Shares or if one or 
more securities analysts or other third parties publish inaccurate or unfavourable research about the Corporation or cease 
publishing reports about the Corporation. If one or more analysts cease coverage of the Corporation or fail to regularly 
publish reports on the Corporation, the Corporation could lose visibility in the financial markets, which in turn could cause 
the Corporation’s share price or trading volume to decline. 
 
Future Sales of the Common Shares by Existing Shareholders 
 
Sales of a substantial number of Common Shares in the public market could occur at any time following, or in connection 
with, the completion of an offering of securities of the Corporation. These sales, or the market perception that the holders 
of a large number of Common Shares intend to sell Common Shares, could reduce the market price of the Common Shares. 
As at the date hereof, all of the Common Shares and Options held by Steve Klein, Vinay Tolia, Tom Flowr, Pauric Duffy 
and Peter Comerford, as well as all of the Common Shares and Flowr ULC Class A Shares held by Core Flowr Canada 
Holdings Inc. (collectively, the “Lock-Up Securities”) are subject to hold periods ranging from one to three years imposed 
by the Corporation pursuant to lock up agreements (the “Lock-Up Agreements”, which, for clarity, include the Holigen 
Lock-up Agreements) between the Corporation and the holders of the Lock-Up Securities. The Corporation may waive the 
provisions of the Lock-Up Agreements and allow the holders of the Lock-Up Securities to sell their Lock-Up Securities, 
or any Common Shares or other securities into which any of such Lock-Up Securities may from time to time convert, at 
any time. Any decision by the Corporation to waive those provisions would depend on a number of factors, which may 
include market conditions, the performance of the Common Shares in the market and the Corporation’s financial condition 
at that time. If the restrictions in such lock-up agreements are waived, additional Common Shares will be available for sale 
into the public market, subject to applicable securities laws and stock exchange requirements, which could reduce the 
market price for the Common Shares. A decline in the market prices of the Common Shares could impair the Corporation’s 
ability to raise additional capital through the sale of securities should it desire to do so.  
 
The Regulated Nature of the Corporation’s Business May Impede or Discourage a Takeover, Which Could Reduce the 
Market Price of the Common Shares 
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The Corporation requires and holds various government licences and permits to operate its business, which would not 
necessarily continue to apply to an acquiror of its business following a change of control. These licensing requirements 
could impede a merger, amalgamation, takeover or other business combination involving the Corporation or discourage a 
potential acquirer from making a tender offer for the Common Shares, which, under certain circumstances, could reduce 
the market price of its Common Shares. In addition, Mr. Duffy has the Consent Right under the Governance Agreement 
which requires the Corporation to obtain his prior written consent before completing certain transactions. See “General 
Development of the Business – Significant Acquisitions”. 
 

ADDITIONAL INFORMATION 
 

Additional information including Directors’ and officers’ remuneration and indebtedness, the executive compensation for 
named executive officers of the Corporation, principal holders of the Corporation’s securities, interests of insiders in 
material transactions, as applicable, and securities authorized for issuance under equity compensation plans will be 
contained in the Corporation’s management information circular for its most recent annual meeting of securityholders that 
involved the election of Directors. 
 
Additional financial information is provided in the Corporation’s financial statements and management’s discussion and 
analysis for the year ended December 31, 2020. A copy of this Annual Information Form, the management information 
circular, financial statements and management’s discussion and analysis may be obtained upon request from the 
Corporation and those documents and other information in respect of the Corporation are also available on SEDAR at 
www.sedar.com.   
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APPENDIX “A” GLOSSARY OF TERMS 

In addition to terms defined elsewhere in this Annual Information Form, the following are defined terms used in this Annual 
Information Form: 

2018 Industrial Hemp Regulations means the Industrial Hemp Regulations, SOR/2018-145 under the 
Cannabis Act. 

2020 Closing Date has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2020 Private Placement has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2020 Warrant has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2020 Warrant Share has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2021 Bought Deal has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2021 Bought Deal Units has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2021 Bought Deal Warrant has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

2021 Warrant Indenture has the meaning ascribed to that term under the heading “Description of 
Capital Structure” in this Annual Information Form 

ABCA means the Business Corporations Act (Alberta). 

ACMPR means the Access to Cannabis for Medical Purposes Regulations to the 
CDSA. 

AGCO has the meaning ascribed to that term under the heading “Regulatory 
Framework – Canada” in this Annual Information Form. 

Amended and Restated Credit 
Agreement 

has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Annual Information Form means this annual information form dated, April 29, 2021. 

Anspec has the meaning ascribed to that term under the heading “Directors and 
Executive Officers of the Corporation – Conflicts of Interest” in this Annual 
Information Form. 

Amalgamation Agreement means the amalgamation agreement dated August 27, 2018, among Needle, 
Flowr Privateco and Needle Subco, as amended by an amending agreement 
dated September 10, 2018. 

Amending Agreement has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 
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Articles means the Articles of Amalgamation of the Corporation effective January 
1, 2019. 

ATB has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

ATB Credit Facilities has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Audit Committee has the meaning ascribed to that term under the heading “Audit Committee” 
in this Annual Information Form. 

Biomass has the meaning ascribed to that term under the heading “Regulatory 
Framework - Canada” in this Annual Information Form. 

Board means the board of directors of the Corporation. 

Bought Deal Expiry Date means August 8, 2021. 

Bought Deal Financing has the meaning ascribed to that term under the heading “Equity 
Transactions” in this Annual Information Form. 

Bought Deal Warrant Share means the Common Share issued upon the exercise of a Bought Deal 
Warrant. 

Bought Deal Warrant has the meaning ascribed to that term under the heading “Equity 
Transactions” in this Annual Information Form. 

Business Combination means the series of transactions, as detailed in the Business Combination 
Agreement, through which the businesses of Flowr Privateco and Needle 
were combined. 

Business Combination Agreement means the business combination agreement dated August 27, 2018, among 
Needle, Flowr Privateco and Needle Subco, as amended by an amending 
agreement dated September 10, 2018. 

Cannabis Act means the Cannabis Act (Canada). 

Cannabis Regulations has the meaning ascribed to that term under the heading “Description of the 
Business – The Facility” in this Annual Information Form. 

Cannatech has the meaning ascribed to that term under the heading “General 
Development of the Business – Company History” in this Annual 
Information Form. 

CBD means cannabidiol. 

CDSA means the Controlled Drugs and Substances Act (Canada). 

Closing Date has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Common Shares means the common shares in the capital of the Corporation. 
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Consent Right has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Consideration Shares has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form 

Consolidation  means the consolidation of the Needle Shares on the basis of one (1) post-
consolidation Needle Share for every thirteen (13) pre-consolidation 
Needle Shares completed on September 20, 2018. 

Conversion Agreement has the meaning ascribed to that term under the heading “Description of 
Capital Structure” in this Annual Information Form 

Corporation or Flowr means The Flowr Corporation, and unless the context otherwise requires, 
includes each of the subsidiaries of The Flowr Corporation. 

Credit Agreement has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

CTLS  means the Cannabis Tracking and Licensing System. 

Debenture has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Debenture Indenture has the meaning ascribed to that term under the heading “Description of 
Capital Structure” in this Annual Information Form. 

Director means a member of the Board. 

Directors Election Meeting has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

DL 15/93 has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

DSUs has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

DSU Participant has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

DSU Termination Date has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

Early Conversion Opportunity  has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 
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EBITDA means income adjusted for net interest expense, income tax expense, 
depreciation and amortization.  

Escrow Agreement has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Exercise Price has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Expiry Date has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Extension Period has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

Filing Statement means the filing statement of the Corporation dated September 19, 2018. 

Final Shelf Prospectus has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Final Vesting Date has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

Flowco US Partners means, together, Core Flow Canada Holdings Inc. and APMJ Canada 
Holdings Inc. 

Flowr Class A Shares means the Class A preferred shares in the capital of Flowr Privateco. 

Flowr Common Shares means the common shares in the capital of Flowr Privateco. 

Flowr Forest has the meaning ascribed to that term under the heading “Description of the 
Business – General Description of the Business” in this Annual Information 
Form. 

Flowr Okanagan has the meaning ascribed to that term under the heading “General 
Development of the Business – Company History” in this Annual 
Information Form. 

Flowr Privateco has the meaning ascribed to that term under the heading “Corporate 
Structure – Name, Address and Incorporation” in this Annual Information 
Form. 

Flowr ULC has the meaning ascribed to that term under the heading “General 
Development of the Business – Company History” in this Annual 
Information Form. 

Flowr ULC Class A Shares has the meaning ascribed to that term under the heading “General 
Development of the Business – Company History” in this Annual 
Information Form. 

Flowr ULC Common Shares means the common shares in the capital of Flowr ULC. 
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Former Flowr Securityholders has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Former Terrace Securityholders has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

GMP means the ICH good manufacturing practices standards. 

Governance Agreement has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Guarantors has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Hawthorne has the meaning ascribed to that term under the heading “Description of the 
Business – Production” in this Annual Information Form. 

Hawthorne Agreement means the Amended and Restated Agreement between Flowr ULC, Flowr 
Okanagan and Hawthorne, dated December 14, 2018, as amended on 
November 15, 2019, relating to a research and development facility to be 
constructed at the Kelowna Campus. 

Holigen has the meaning ascribed to that term under the heading “Explanatory 
Notes” in this Annual Information Form. 

Holigen Acquisition has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Holigen Agreement means the share purchase and subscription agreement between Holigen, 
Holigen Limited and the Corporation dated as of December 19, 2018, as 
amended on May 8, 2019.  

Holigen Purchase Agreement has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Holigen Lock-Up Agreements has the meaning ascribed to that term under the heading “Material 
Contracts” in this Annual Information Form. 

Junior Shares has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form 

ICH means the International Council for Harmonisation. 

IFRS means the International Financial Reporting Standards as issued by the 
International Accounting Standards Board. 

IHR has the meaning ascribed to that term under the heading “Regulatory 
Framework – Canada” in this Annual Information Form. 
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INFARMED has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

IRCCA has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

IRS means the Internal Revenue Service of the United States of America. 

Issue Price has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

ITA has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

K1 Facility has the meaning ascribed to that term under the heading “Description of the 
Business –Facilities” in this Annual Information Form. 

Kelowna Campus has the meaning ascribed to that term under the heading “Description of the 
Business – General Description of the Business” in this Annual Information 
Form. 

Law 33/2018 has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

Lead Underwriter has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Lease means the lease dated December 1, 2016, between 0954717 B.C. Ltd. and 
Cannatech Plant Systems Inc. with respect to the property known for 
municipal purposes as 9590 McCarthy Road, in the City of Kelowna, 
British Columbia. 

Lenders has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Licenses has the meaning ascribed to that term under the heading “Description of the 
Business – Facilities” in this Annual Information Form. 

Liquidation has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form 

Liquidation Value has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form 

Loan Agreement has the meaning ascribed to that term under the heading “Material 
Contracts” in this Annual Information Form. 
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Lock-Up Agreements has the meaning ascribed to that term under the heading “Risk Factors - 
Future Sales of the Common Shares by Existing Shareholders” in this 
Annual Information Form. 

Lock-Up Securities has the meaning ascribed to that term under the heading “Risk Factors - 
Future Sales of the Common Shares by Existing Shareholders” in this 
Annual Information Form. 

LTIP has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

Maturity Date has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

MI 61-101 has the meaning ascribed to that term under the heading “Related Parties” 
in this Annual Information Form. 

Milestone  has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form 

Minister means the Minister of Border Security and Organized Crime Reduction. 

MMAR means the Marihuana Medical Access Regulations, SOR/2001-227 of the 
CDSA. 

MMPR means the Marihuana for Medical Purposes Regulations, SOR/2013-119 of 
the CDSA. 

Needle has the meaning ascribed to that term under the heading “Corporate 
Structure – Name, Address and Incorporation” in this Annual Information 
Form. 

Needle Shares means the common shares in the capital of Needle prior to the closing of 
the Qualifying Transaction. 

Needle Subco has the meaning ascribed to that term under the heading “Corporate 
Structure – Name, Address and Incorporation” in this Annual Information 
Form. 

NI 52-110 means National Instrument 52-110 – Audit Committees 

NLC has the meaning ascribed to that term under the heading “Regulatory 
Framework – Canada – Provincial Regulatory Framework” in this Annual 
Information Form. 

Nomination and Voting 
Agreement 

has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

OBCA means the Business Corporations Act (Ontario). 
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OCA has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

OCRS has the meaning ascribed to that term under the heading “Regulatory 
Framework – Canada – Provincial Regulatory Framework” in this Annual 
Information Form. 

OCS means the Ontario Cannabis Store, a subsidiary of the Liquor Control Board 
of Ontario. 

ODC has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

Options has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Stock Option Plan” in this Annual Information Form. 

Oransur has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Pacific has the meaning ascribed to that term under the heading “Directors and 
Executive Officers of the Corporation – Corporate Cease Trade Orders or 
Bankruptcies” in this Annual Information Form. 

Pacific Restructuring Transaction has the meaning ascribed to that term under the heading “Directors and 
Executive Officers of the Corporation – Corporate Cease Trade Orders or 
Bankruptcies” in this Annual Information Form. 

Pharmabinoide has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

PIN has the meaning ascribed to that term under the heading “General 
Development of the Business – Description of the Business” in this Annual 
Information Form. 

Preferred Shares has the meaning ascribed to that term under the heading “Description of 
Capital Structure” in this Annual Information Form. 

Private Placement Units has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Productive Project Exception has the meaning ascribed to that term under the heading “Risk Factors – 
Risks Inherent in Uruguayan Rural Real Estate” in this Annual Information 
Form. 

Profit Sharing Agreement has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Public Company Exception has the meaning ascribed to that term under the heading “Risk Factors – 
Risks Inherent in Uruguayan Rural Real Estate” in this Annual Information 
Form. 
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Qualifying Transaction has the meaning ascribed to that term under the heading “Corporate 
Structure – Name, Address and Incorporation” in this Annual Information 
Form. 

RD 61/94 has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

REGEPA has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

ROSE Agreement has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

RSA has the meaning ascribed to that term under the heading “Regulatory 
Framework – Canada” in this Annual Information Form. 

RSUs has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

RSU Participant has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

SEC means the Securities and Exchange Commission of the United States of 
America. 

SEDAR means the System for Electronic Document Analysis and Retrieval. 

Series 1 Preferred Shares means the Series 1 Voting Convertible Redeemable Preferred Shares in the 
capital of the Corporation. 

SG&A has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Share Exchange Agreement means the share exchange agreement among Flowr Privateco, Flowr ULC, 
Needle and the Flowco US Partners dated as at the closing of the Business 
Combination, which sets out the rights of the Flowco US Partners to 
exchange their Flowr ULC Class A Shares for Common Shares, for no 
additional consideration, and the mechanism by which additional Flowr 
ULC Common Shares will be issued to the Corporation in the event that 
Flowr issues additional Common Shares. 

Shoppers means Shoppers Drug Mart Inc. 

SOP has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Stock Option Plan” in this Annual Information Form. 

Spanish Ministry has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 
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Strategic Review Committee has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Subscription Receipt means a subscription receipt exchangeable for a Flowr Common Share 
which was issued by Flowr Privateco pursuant to a private placement 
completed on August 28, 2018. 

Terrace has the meaning ascribed to that term under the heading “Explanatory 
Notes” in this Annual Information Form. 

Terrace Arrangement has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Terrace Shares has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Terra Nova has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

TG Act has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

TGA means the Therapeutic Goods Administration (Australia). 

THC means delta-9-tetrahydrocannabinol. 

TSX-V means the TSX Venture Exchange. 

Underwriters has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Underwriters’ Warrants has the meaning ascribed to that term under the heading “Description of the 
Business – Recent Events” in this Annual Information Form. 

Units has the meaning ascribed to that term under the heading “Description of 
Capital Structure – Long Term Incentive Plan” in this Annual Information 
Form. 

Uruguayan Cannabis Law has the meaning ascribed to that term under the heading “Regulatory 
Framework – International Regulatory Framework” in this Annual 
Information Form. 

Vendors has the meaning ascribed to that term under the heading “General 
Development of the Business – Significant Acquisitions” in this Annual 
Information Form. 

Warrant Agent means Computershare Trust Company of Canada. 

Warrant Indenture has the meaning ascribed to that term under the heading “Description of 
Capital Structure” in this Annual Information Form. 
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APPENDIX “B” AUDIT COMMITTEE CHARTER 

 
1. Purpose 

The Audit Committee (the “Committee”) is a standing committee of the Board of Directors (the 
“Board”) of The Flowr Corporation (the “Corporation”) appointed as required by (i) National 
Instrument 52-110 - Audit Committees (“NI 52-110”) (ii) Rule 5605 of the NASDAQ Stock Market Rules 
(including Rule 5605(c)(2)(A)) (“Rule 5605”); and (iii) Rule 10A-3 of the United States Securities 
Exchange Act of 1934, as amended (“Rule 10A-3”). The purpose of the Committee is to oversee the 
accounting and financial reporting processes of the Corporation and the audits of the financial statements 
of the Corporation, and to assist the Board in fulfilling its oversight responsibilities for (i) the integrity 
of the Corporation’s financial statements, (ii) the process for identifying the Corporation’s principal 
financial risks and the control systems in place to monitor them; (iii) the Corporation’s compliance with 
legal and regulatory requirements, and (iv) the qualifications and independence of the auditor of the 
Corporation (the “external auditor”). 
 
2. Authority 

The Committee has authority to conduct or authorize investigations into any matter within its scope of 
responsibility. It is empowered to: 

(a) Recommend to the Board the public accounting firm to be nominated for appointment by the 
Corporation’s shareholders as the independent external auditor 

 
(b) Be directly responsible for the appointment, compensation, retention and oversight of the work 

of the external auditor engaged for the purpose of preparing or issuing an auditor’s report or 
performing other audit, review or attest services for the Corporation, subject to the appointment 
of the Corporation’s external auditor by the Corporation’s shareholders as described above. The 
external auditor will report directly to the Committee. 

 
(c) Resolve any disagreements between management and the external auditor regarding financial 

reporting. 
 

(d) Pre-approve permitted non-audit services performed by the Corporation’s external auditor. 
 

(e) Retain independent counsel, accountants, or others to advise the Committee or assist in its duties 
and to set and pay their applicable compensation. 

 
(f) Meet with the Corporation’s officers, external auditor or outside counsel, as necessary and 

communicate directly with the Corporation’s shareholders. 
 

(g) Delegate authority, to the extent permitted by applicable law, to one or more designated 
members of the Committee, including the authority to pre-approve all permitted non-audit 
services, provided that such decisions are reported to the full Committee at its next scheduled 
meeting. 

 
(h) Take such other actions as are authorized by this Charter or by other Corporation policies 

approved by the Board. 
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3. Composition 
 
(a) The Committee must consist of at least three directors, as determined by resolution of the Board 

from time to time. 
 
(b) No member of the Committee can have participated in the preparation of the Corporation’s or any 

of its subsidiaries’ financial statements at any time during the past three years. 
 
(c) The Board, or any committee delegated by the Board, will recommend to the Board applicable 

directors for appointment to the Committee and the Chair of the Committee. 
 
(d) If and whenever a vacancy exists on the Committee, the remaining members may exercise all of 

its powers so long as there continue to be at least three members on the Committee. If at any time 
a vacancy exists on the Committee that the Board is required to fill, the Board may appoint a new 
member to fill such vacancy by ordinary resolution of the Board. 

 
(e) Subject to the exemptions contemplated by NI 52-110, Rule 10A-3 and Rule 5605, each member 

of the Committee shall be independent, pursuant to the requirements of NI 52-110, Rule 10A-3 
and Rule 5605. 

 
(f) Each Committee member must be financially literate as defined in NI 52-110 and must be able to 

read and understand fundamental financial statements, including a company's balance sheet, 
income statement, and cash flow statement. 

 
(g) At least one member of the Committee must be an “audit committee financial expert” under Item 

407 of Regulation S-K or otherwise have past employment experience in finance or accounting, 
requisite professional certification in accounting or other comparable experience or background 
which results in the individual’s financial sophistication. 

 
(h) The Board or the Committee may, from time to time, establish policies limiting the number of 

committees which Committee members may be appointed to. 
 
4. Meetings 

(a) The Committee must meet at least four times per year, and at least annually, privately, with each 
of management and the external auditor. 

 
(b) The greater of two members or 50% of the members of the Committee shall constitute a quorum. 

All resolutions of the Committee shall be made by a majority of its members present at a meeting 
duly called and held. All Committee members are expected to attend each meeting, in person or 
by telephone or video conference. Any decision or determination of the Committee reduced to 
writing and signed by all of the members of the Committee shall be fully as effective as if it had 
been made at a meeting duly called and held. 

 
(c) The Committee may invite such officers, directors and employees of the Corporation as it 

deems necessary or advisable from time to time to attend 
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meetings of the Committee and assist in the discussion and consideration of the duties of the 
Committee. 

 
(d) The time at which and place where the meetings of the Committee shall be held and the calling of 

meetings and the procedure in all things at such meetings shall be determined by the Committee. 
Following a Committee meeting, the Committee Chair shall report on the Committees’ activities 
to the Board at the next Board meeting. The Committee must keep and approve minutes of its 
meetings in which shall be recorded all action taken by it, which minutes must be made available 
to the Board as soon as practicable after each meeting of the Committee. 

 
5. Responsibilities 
 
The Committee must: 
 
(a) Review significant accounting and reporting issues and understand their impact on the financial 

statements, including but not limited to: 
 

(i) complex or unusual transactions and highly judgmental areas; 
(ii) major issues regarding accounting principles and financial statement presentation, 

including any significant changes in the Corporation’s selection or application of 
accounting principles; 

(iii) any significant variances with comparative reporting periods; and 
(iv) the effect of regulatory and accounting initiatives, as well as off-balance sheet structures, 

on the financial statements of the Corporation. 
 
(b) Review analyses prepared by management and/or the external auditor relating to significant 

financial reporting issues and judgments made in connection with the preparation of the financial 
statements, including analyses of the effects of the selection or application of the Corporation’s 
accounting principles. 

 
(c) Review compliance with covenants under any loan agreements. 
 
(d) Review disclosure requirements for commitments and contingencies. 
 
(e) Review with management and the external auditor the results of the audit, including any 

difficulties encountered. This review will include any restrictions on the scope of the external 
auditor’s activities or on access to requested information, any significant disagreements with 
management, and adjustments raised by external auditors, whether or not included in the 
financial reports. 

 
(f) Review and discuss the annual audited financial statements and quarterly financial statements 

with management and the external auditor, including the Corporation’s disclosures under 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” 
(“MD&A”), including the discussion of critical accounting estimates included therein. 

 
(g) Review and recommend to the Board for approval, prior to public disclosure, the annual and 

quarterly financial statements, MD&A and annual and interim profit or loss press releases. 
 
(h) Review disclosures made by the Chief Executive Officer and the Chief Financial Officer during 

the certification process about significant deficiencies or material weakness in the design or 
operation of internal controls or any fraud 
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that involves management or other employees who have a significant role in the Corporation’s 
internal controls and, if applicable, understand the basis upon which the certifying officers 
concluded that any particular deficiency or combination of deficiencies did or did not constitute 
a material weakness. 

 
(i) Review and recommend to the Board for approval, prior to public disclosure, financial 

information and earnings guidance provided externally, including to analysts and rating 
agencies if applicable. This review may be general (i.e., the types of information to be disclosed 
and the type of presentations to be made). 

 
(j) Satisfy itself that adequate procedures are in place, and periodically assess the adequacy of those 

procedures, for the review of any public disclosure of financial information extracted or derived 
from the financial statements, other than the statements themselves, the MD&A or the press 
releases referred to above. 

 
(k) Review and oversee all related party transactions for potential conflict of interest situations on 

an ongoing basis. The term "related party transactions" shall refer to transactions that would be 
required to be disclosed to the U.S. Securities and Exchange Commission pursuant to Form 20-
F, Item 7.B., notwithstanding that the Corporation may file its annual reports on a different form. 

 
(l) Annually review and assess the Corporation’s policies in effect from time to time, including its 

Timely Disclosure, Confidentiality and Insider Trading Policy and make recommendations to 
the Board. 

 
6. Internal Control 
 
The Committee shall also: 
 
(a) Consider the effectiveness of the Corporation’s system for internal control over financial 

reporting, including information technology security and control. 
 
(b) Review the scope of the external auditor’s review of internal control over financial reporting, 

and obtain reports on significant findings and recommendations, together with management’s 
responses. 

 
(c) Review the external auditor’s management letters and management’s responses to such letters. 

 
(d) As requested by the Board, discuss with management and the external auditor the Corporation’s 

identifiable risks arising from any financial, operational or other deficiencies, the adequacy and 
effectiveness of the Corporation’s accounting and financial controls relating thereto, and the 
steps management has taken to monitor and control identified risks. 

 
(e) Annually review the Corporation’s disclosure controls and procedures, including any significant 

deficiencies in, or material non-compliance with same, and the steps management has taken to 
monitor and control such deficiencies or instances of non-compliance. 
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7. External Audit 
 
The Committee shall also: 
 
(a) Review the external auditor’s proposed audit scope and approach. 

 
(b) Review the performance of the external auditor. Annually review the report of the external 

auditor on matters required to be communicated to the Committee under Section 5135 (auditors’ 
responsibility to consider fraud) and Section 5751 (communications with those having oversight 
responsibility for the financial reporting process-independence) of the Canadian Institute of 
Chartered Accountants handbook and Rule 5605(c) (ensuring independence of external 
auditor). 

 
(c) Report any conclusions with respect to the external auditor to the Board. 
 
(d) Establish and periodically assess the Corporation’s hiring policies for partners, employees and 

former partners and employees of the current or prior external auditor. 
 
(e) At least once per year, meet privately with the external auditor to discuss any matters that the 

Committee or the external auditor believes should be discussed privately. 
 
(f) Review and pre-approve, in accordance with NI 52-110 and Rule 2-01(c)(7) of Regulation S-X, 

any non-audit services, provided by the Corporation’s external auditor, taking into consideration 
whether the delivery of non-audit services will interfere with the independence of the auditors. 
The pre-approval of non-audit services may be further delegated to one or more independent 
members of the Committee, provided that said pre-approval is presented to the Committee at its 
first scheduled meeting following such approval. The pre-approval requirement is satisfied with 
respect to the provision of de minimis non-audit services if: 

 
(i) the aggregate amount of all such non-audit services provided to the Corporation which were 

not pre-approved constitutes not more than 5% of the total amount of fees paid by the 
Corporation and its subsidiaries to the external auditor during the fiscal year in which the 
non-audit services are provided; 

 
(ii) the services were not recognized by the Corporation or its subsidiaries, at the time of the 

engagement, to be non-audit services; and 
 

(iii) the services are promptly brought to the attention of the Committee and approved, prior to 
the completion of the audit, by the Committee or by one or more members of the Committee 
to whom authority to grant such approvals has been delegated by the Committee. 

 
(g) The Committee may from time to time establish specific pre-approval policies and procedures 

in accordance with NI 52-110. 
 
(h) The Committee shall be responsible for assuring the regular rotation of the lead audit partner of 

Company’s external auditor and considering regular rotation of the accounting firm serving as 
Company’s external auditor. 
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(i) The Committee shall be responsible for obtaining and reviewing on a periodic basis, and at least 

annually, a formal written statement from the external auditor delineating all relationships 
between the external auditor and Company. The Committee is responsible for discussing with 
the external auditor any disclosed relationships or services that may impact the objectivity and 
independence of the external auditor and for taking or recommending that the Board take 
appropriate action in response to the external auditor’s report to satisfy itself of the external 
auditor’s independence. 

8. Compliance 
 
The Committee shall also: 
 
(a) Annually review the effectiveness of the Corporation’s system of monitoring compliance with 

laws and regulations and the results of management’s investigation and follow-up (including 
disciplinary action) of any instances of non-compliance. 

 
(b) Establish and periodically assess the adequacy of procedures for: (i) the receipt, retention and 

treatment of complaints received by the Corporation regarding accounting, internal accounting 
controls, or auditing matters; and (ii) the confidential, anonymous submission by employees 
regarding questionable accounting or auditing matters. 

 
(c) Review findings of any examinations by regulatory agencies, and any external auditor’s 

observations made regarding those findings. 
 
(d) Review the process for communicating the Code of Business Conduct and Ethics to Corporation 

personnel, and for monitoring compliance therewith. 
 
 
9. Reporting Responsibilities 
 
The Committee shall also: 
 
(a) Report to the Board about Committee activities and issues that arise with respect to the quality 

or integrity of the Corporation’s financial statements, the Corporation’s compliance with legal 
or regulatory requirements, the performance and independence of the Corporation’s external 
auditor and internal controls over financial reporting. 

 
(b) Review any other reports the Corporation issues that relate to Committee responsibilities. 
 
(c) Liaise with the external auditor and the Board to ensure that any material issues that have arisen 

related to compliance and governance have been addressed and that appropriate actions have 
been identified and undertaken to mitigate the issues identified. 

 
(d) The Committee shall at least annually evaluate its own performance and the contents of this 

Charter, and recommend to the Board such changes to the Charter as the Committee deems 
appropriate. 
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10. Other responsibilities 
 
The Committee shall also: 
 
(a) Discuss with management the Corporation’s major polices with respect to risk assessment and risk 

management. 
 
(b) Perform other activities related to this Charter as requested by the Board. 
 
(c) Institute and oversee special investigations as required with respect to the discharge of the Committee’s 

duties hereunder. 
 
(d) Ensure appropriate disclosure of this Charter as may be required by applicable law. 

 
11. Funding 
 
The Corporation shall provide for appropriate funding, as determined by the Committee, for payment of: 
 
(a) Compensation to the external auditor; 
 
(b) Compensation to any counsel and advisers employed by the Committee pursuant to the terms of this Charter; 

and 
 
(c) Ordinary administrative expenses of Committee that are necessary or appropriate in carrying out its duties. 
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