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e Common Shares

This prospectus qualifies the distribution (thHeffering”) of an aggregate o common shares in the capital of
Stanley Brothers Holdings Inc.Gommon Shared) at a price of C$ per Common Share (th®ffering Price”).
Stanley Brothers Holdings Inc. (th€6mpany”’, “we”, “our”, “us’) intends to use the net proceeds of the Offering
as described in this prospectus. Sékseé' of Proceeds The Common Shares are being offered for sale by
Canaccord Genuity Corp. (theLéad Underwriter”), as lead underwriter,e and e (collectively, the
“Underwriters”). If the Over-Allotment Option (as defined belovs) exercised in full, an additional Common
Shares will be offered by the Selling Shareholdassdefined below). The Common Shares issued pursodhe
Offering, including those which may be sold purdunthe Over-Allotment Option, are collectivelyfeged to
herein as theOffered Shares.

The Company has been created to acquire and hiotuf ghe capital stock in Stanley Brothers, IncSB1”), a
market leader in the production and distributionirafovative hemp-based, CBD wellness products. dginoits
vertically integrated business model, SBI strivesniprove customers’ lives and meet their demandstringent
product quality, efficacy and consistency. SBI doe$ produce or sell medicinal or recreational jnaria or
products derived therefrom. Immediately after thsiog of the Offering, as part of the Reorganmat{as defined
below) (collectively, the Closing”), all of the existing securityholders of SBI wikchange their securities of SBI
for securities of the Company. Se@drporate Structure — Reorganization

Upon completion of the Offering, the Company’s sheapital will consist of two classes of issued antstanding
shares: Common Shares and proportionate votingesh#ne Proportionate Voting Shares) (collectively, the
“Shares); and one authorized class of preferred sharsgalsle in series, none of which will be issued and
outstanding. Generally, the Common Shares and Riopate Voting Shares have the same rights, amelen all
respects and are treated by the Company as ifwleey shares of one class only. Proportionate Vdihgres, or
fractions thereof, may at any time, at the optibrthe holder and subject to certain restrictiors,cbnverted into



Common Shares at a ratio of 400 Common Share pmpoRionate Voting Share. Prior to conversion, each
Proportionate Voting Share, or fraction thereofyiea 400 votes per share (compared to one voteCpeimon
Share) and is entitled to dividends and liquidaiatistributions in an amount equal to 400 times dh@unt
distributed in respect of each Common Share. Thar@on Shares may at any time, at the option of theéen and
with the consent of the Company, be converted raportionate Voting Shares at a ratiod60 Common Shares
for one Proportionate Voting Shardpon completion of the Offering and assuming noreise of the Over-
Allotment Option (as defined below), the Companyll wiave an aggregate oé Common Shares ane
Proportionate Voting Shares issued and outstan@ieg.Description of Share Capital

Upon completion of the Offering and the Reorgamizgtall of the issued and outstanding Proportierdbting
Shares will be held or controlled, directly or ireditly, by the former SBI Shareholders (as defihetbw). As a
result, the former SBI Shareholders will own or ttoh directly or indirectly, an equivalent  Common Shares
(assuming the conversion of all Proportionate \{pfhares to Common Shares on the basis ofC400mon Shares
for one Proportionate Voting Share), representindmequity and voting interest in the Compae$4 on a fully-
diluted basis), and if the Over-Allotment Optioreigercised in full, the former SBI Shareholderdleatively, will
own an equivalent o8 Common Shares (assuming the conversion of alldtiopate Voting Shares to Common
Shares on the basis of 4@»mmon Shares for one Proportionate Voting Shaegresenting &% equity and
voting interest in the Company%b on a fully-diluted basis).

Upon completion of the Offering and the Reorgamimgtand in the event that the Over-Allotment Optis
exercised in full, the Selling Shareholders, cailety, will own an equivalent o8 Common Shares (assuming the
conversion of all Proportionate Voting Shares tan@wn Shares on the basis of 406mmon Shares for one
Proportionate Voting Share), representing% equity and voting interest in the Compaey4 on a fully-diluted
basis).

There is no market through which these securities ay be sold, and purchasers may not be able to rekel
securities purchased under this prospectus. This nyaaffect the pricing of the securities in the secatary
market, the transparency and availability of trading prices, the liquidity of the securities and the xdent of
issuer regulation. An investment in the Offered Shas is speculative and is subject to a number ofgks that
should be considered by a prospective purchaser. &pective purchasers should carefully consider thesk
factors described under ‘Risk Factors’ before purchasing the Offered Shares.

The Company has applied to list the Common Shangbe Canadian Securities Exchange (BSE"). Listing of
the Common Shares on the CSE is subject to apptoyvdhe CSE of the Company’s listing applicatiord an
satisfaction of all of the initial requirements thife CSE. Closing is conditional on the Common Shdreing
approved for listing on the CSE.

As of the date of this prospectus, the Company doesave any of its securities listed or quotex hot applied to
list or quote any of its securities, and does nterid to apply to list or quote any of its secesfion the Toronto
Stock Exchange, Aequitas NEO Exchange Inc., any th&€ketplace, or a marketplace outside Canadatlend
United States of America.

Price: C$ e per Offered Sharé®

Net Proceeds to
Price to the Underwriters’ Net Proceeds to Selling
Public Fed® the Company®  Shareholder§?®
Per Offered Share ..........ccoooovviiivvn e CSe Cse Cse CSe

Total Offerind? .......c.cooeeeeeeieeeeeeeee e C$e Cse Cse Cse




Notes:

(1) The Offering Price of the Offered Shares was deterch through negotiations between the Company éed t
Underwriters. The Offering Price may not be indigabf the market price of the Common Shares dftetOffering.

2) Before deducting the expenses of the Offering #iatestimated to be @$ The expenses of the Offering and the
Underwriters’ Fee will be paid by the Company frtite proceeds of the Offering. Sé&ldn of Distributiori.

(3) The Underwriters will be paid a fee (theriderwriters’ Fee”) equal to (i) 6.0% of the aggregate gross proseddhe

Offering (including exercise of the Over-Allotmem@ption), and (ii) non-transferable warrants (thBroker
Warrants”) exercisable to acquire, within two (2) yearstioé Closing Date, an aggregate number of CommoneSha
equal to 3.0% of the number of Offered Shares solder the Offering (including exercise of the Oxdietment
Option), at an exercise price equal to the Offerifrice.

(4) The Company and the Underwriters agree that the shlthe Additional Securities (as defined belowaynbe
completed as a secondary offering (t=¢ondary Offerind’) by certain of the SBI Shareholders, being Aikust,
CK&J Irrevocable Trust, Master and A Hound IrrevoleaTrust, Paulina Irrevocable Trust, Tristan 2cAdrevocable
Trust, Blue Water Irrevocable Trust, J. Austin $tgnKristi Fontenot, Little Sis Trust, Alpine Vals, LLC, Proverbs
31 Woman Irrevocable Trust, M, C and C Special Ne&dust, and Graham Carlson (collectively, ttgelfing

Shareholders) provided that the Underwriters shall receive thederwriters’ Fee in respect of any Offered Shares

sold by way of the Secondary Offering. The Company the Selling Shareholders haagreed to grant to the
Underwriters an option (theOver-Allotment Option”), exercisable in whole or in part at any time dramn time to
time for a period of 30 days following the Closing,purchase up to an additiomalCommon Shares from the Selling
Shareholders (theAdditional Securities) (representing 15% of the Common Shares offeredsyant to the
Offering), on the same terms as set forth abovelystbd cover over-allotments, if any, and for markebilization
purposes. If the Over-Allotment Option is exercigedull, the total “Price to the Public”, “Underiters’ Fee”, “Net
Proceeds to the Company”, and “Net Proceeds toin§eBhareholders” will be Q& C$e, C$e, and CH»,
respectively. This prospectus qualifies the grdrthe Over-Allotment Option and the distribution thie Additional
Securities upon the exercise of the Over-Allotm@mntion, regardless of whether the Over-Allotmentti@p is
ultimately filled through the exercise of the Ovdtetment Option or secondary market purchasesthadlistribution
of the Common Shares upon the exercise of the Brdkarrants. SeePlan of Distributiori and “Principal and
Selling Shareholdets

(5) Each of the Selling Shareholders will be respoesfbt the payment of the Underwriters’ Fee payableespect of
Additional Securities sold by such Selling Sharekgl however, the Selling Shareholders will notrésponsible for
any further fees or expenses of the Underwritersoimection with the Offering as the Company hasrd@ned the
incremental cost in connection therewith is nominahe context of the overall Offering.

The following table sets out the maximum numberOdfered Shares that may be sold by the Companyer t
Selling Shareholders to the Underwriters pursuanthé exercise of the Over-Allotment Option and Breker
Warrants:

Maximum Size or Number
Underwriters’ Position of Securities Available Exercise Period Exercise Price

Broker Warrants e Common Shares Exercisable for a period @f Equal to the Offering Price
yearsfollowing the Closing Date

Over-Allotment Option e Common Shares Exercisable for a period of 30  Equal to the Offering Price
days following the Closing Date

The Underwriters, as principals, conditionally offae Offered Shares qualified under this prospgcubject to
prior sale, if, as and when sold and deliveredhi®y Company and the Selling Shareholders and actéptehe
Underwriters in accordance with the conditions aored in the Underwriting Agreement (as definecehgramong
the Company, the Selling Shareholders and the Wniers referred to undefPlan of Distributiori and subject to
the approval of certain legal matters relatinghe Offering, on behalf of the Company by DLA Pig€anada)
LLP, and on behalf of the Underwriters by Stikerfdliott LLP.

In connection with the Offering, the Underwriterayrover-allot or effect transactions that stabitizemaintain the
market price of the Offered Shares at levels othan those that might prevail in the open markee ®lan of
Distribution”.

Subscriptions will be received subject to rejectiorallocation in whole or in part and the Undetans reserve the
right to close the subscription books at any timtheut notice. The Closing is expected to occurooraboute,
2018 or such other date as the Company and therWritlss may agree, but in any event no later #aR018 (the
“Closing Date”). The Offered Shares will be deposited with CDI8ating and Depository Services IncCPS’) in



electronic form on the Closing Date through the -pertificated inventory system administered by CDS.
purchaser of Offered Shares will receive only a@ugr confirmation from the registered dealer fronthrough
which Offered Shares are purchased. No certificatidls be issued to purchasers, except in certamitéid
circumstances, and registration will be made indbpositary services of CDS. Sdeldn of Distribution — Non-

Certificated Inventory Systém

Prospective purchasers should be made aware thatctfuisition of Common Shares may have tax coeses
both in Canada and the United States. Such taxeqoesices for investors, including investors whorasédent in
or citizens of the United States, may not be dbedrifully herein. SeeCertain Canadian Federal Income Tax
Considerationsand “Certain United States Tax Consideratitins

The Company'’s directors, officers and the Sellihgu®holders reside outside of Canada. The personsdbelow
have appointed the following agent for service raicgss:

Name of Director or Officer
John Held, Director

Shane Hoyne, Director

Hesaam Moallem, President, Chief
Executive Officer and Director
Richard Mohr, Chief Financial Officer

Juan Sartori, Director

William West, Director

Name of Selling Shareholder

Aiko Trust

Alpine Valleys, LLC

Blue Water Irrevocable Trust

CK&J Irrevocable Trust

Graham Carlson

J. Austin Stanley

Kristi Fontenot

Little Sis Trust

Master and A Hound Irrevocable Trust

M, C and C Special Needs Trust

Name and Address of Agent
DLA Piper (Canada) LLP, 2800rkP®lace, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) LLP, 282érk Place, 666 Burrard St,
Vancouver, BC V6C 2277, Canada
DLA Piper (Canada) LLP, 2800 Park Place, 666 Budrr&t,
Vancouver, BC V6C 227, Canada

DLA Piper (@ada) LLP, 2800 Park Place, 666 Burrard St,
Vancouver, BC V6C 2Z7, Canada

DLA Piper (Canada) LLP, 28Bark Place, 666 Burrard St,
Vancouver, BC V6C 227, Canada

DLA Piper (Canada) LLP, 28@®ark Place, 666 Burrard St,
Vancouver, BC V6C 277, Canada

Name and Address of Agent

DLA Piper (Canada) LLP, 2800 Park Pla&66 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) LLP, 2800 rRaPlace, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) | .L®800 Park Place, 666 Burrard St,
Vancouver, BC V6C 2277, Canada

DLA Piper (Canada) LLP, 28B@ark Place, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) LLP, 2800 Parac®| 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) LLP, 2800 P#&ace, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) LLP, 2800 Parlade, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canada) LLP, 2800 Pdftace, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (&da) LLP, 2800 Park Place, 666 Burrard St,
Vancouver, BC V6C 277, Canada

DLA Piper (Canadap,L2800 Park Place, 666 Burrard St,
Vancouver, BC V6C 277, Canada



Paulina Irrevocable Trust DLA Piper (Canada) LLRBO@ Park Place, 666 Burrard St,
Vancouver, BC V6C 277, Canada

Proverbs 31 Woman Irrevocable Trust DLA Piper (Gm)alLLP, 2800 Park Place, 666 Burrard St,
Vancouver, BC V6C 227, Canada
Tristan 2 Arlo Irrevocable Trust DLA Piper (Canada)P, 2800 Park Place, 666 Burrard St,

Vancouver, BC V6C 277, Canada

Purchasers are advised that it may not be podsiblavestors to enforce judgments obtained in @aregainst any
person or company that is incorporated, continueatiterwise organized under the laws of a foreigisgiction or
that resides outside of Canada, even if the patydppointed an agent for service of process.

For investors outside of Canada, neither the Compan the Underwriters have done anything that @qérmit
the Offering or distribution of this prospectusainy jurisdiction where action for the purpose iguieed other than
in Canada. Investors are required to inform thewesedbout and to observe any restrictions reldtrige Offering
and the distribution of this prospectus.

Any investment in the Common Shares is speculative to a variety of factors, including the natufettee

Company’s business subsequent to Closing. An imestin these securities should only be made bsomsrwho
can afford a total loss of their investment. Legfisie and regulatory uncertainties, along withidiffties concerning
potential enforcement activities by U.S. federahtes and local governments (or discretion exercigenieby),
represent significant risks concerning the Compsbyisiness activities. These risks include, buhatdimited to:

* the U.S. Drug Enforcement AgencyDEA") interpretation and application of existing fedelaws and
rules concerning both those portions of the Cargyaant (as defined below) exempted from the debniti
of “marihuana” under the U.S. Controlled Substan&et (“CSA”) and those varieties provided for as
Industrial Hemp (as defined below) pursuant to2b#4 Farm Bill (as defined below);

* the DEA promulgation of itsEstablishment of a New Drug Code for Marihuana &ctt and pending
litigation related thereto;

» deference to and reliance on the DEA by federaltesand/or local law enforcement and regulatory
authorities;

* positions asserted by the U.S. Food and Drug Aditmation (the FDA™) concerning products containing
derivatives from Industrial Hemp;

* uncertainty surrounding the characterization ohedinoids as a dietary ingredient by the FDA; and

* enforcement activities by state and/or local lafosrement and regulatory authorities under the igespf
individual state law, regardless of any potentaiftict thereby with federal law.

See Risk Factorsfor more information about the risks concernihg Company’s business and operations.
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GLOSSARY

In this prospectus, unless otherwise indicatechercontext otherwise requires, the following teshall have the
indicated meanings. Words importing the singulatude the plural and vice versa and words imporéngender
include any genders. A reference to an agreemeansnthe agreement as it may be amended, supplamente
restated from time to time.

“2003 Rule$ has the meaning ascribed thereto under the hgddlinited States Regulatory Matters — United
States Federal Regulation of Industrial Hemp — Dmyment of the Current Regulatory Framework

“2014 Farm Bill" means section 7606 of tggricultural Act of 2014

“2018 Spending Bill has the meaning ascribed thereto under the hgdtdanagement’s Discussion and Analysis
— Corporate Highlights

“Advance Notice provision$ has the meaning ascribed thereto under the heaBiescription of Share Capital-
Advance Notice Provisiotis

“AE” has the meaning ascribed thereto under the hgdBinsiness of the Company — Manufactuting
“Additional Securities’ has the meaning ascribed thereto on the coves;pag

“Adjusted EBITDA " has the meaning ascribed thereto undanagement’s Discussion and AnalysisFinancial
Information — Adjusted EBITDA”

“affiliate” or “associaté has the meaning ascribed thereto in 8exurities Ac{British Columbia), as amended
from time to time;

“allowable capital los$ has the meaning ascribed thereto under the hgddertain Canadian Federal Income
Tax Considerations— Holders Resident in Canada Taxation of Capital Gains and Capital Leases

“Articles” has the meaning ascribed thereto under the hgéBiescription of Share Capital
“BCBCA” means thaBusiness Corporations A{British Columbia), as amended;
“Board” or “Board of Directors” means the board of directors of the Company;

“Brightfield Report” means the report entitleddemp-Derived CBD, Market Overview & Analysigliblished by
the Brightfield Group;

“Broker Warrants " has the meaning ascribed thereto on the coves;pag

“business day means a day other than a Saturday, Sunday oy amahich the principal chartered banks located
at Vancouver, British Columbia, are not open fosibess;

“CAGR” means compound annual growth rate;

“Canadian Securities Law3 means the securities legislation or ordinance eegllations thereunder of each
province of Canada and the rules, instrumentscigsliand orders of each Canadian securities reguhaade
thereunder;

“Cannabis’ meansCannabis sativa L.
“CBD” means cannabidiol, a phytocannabinoid derivethftbe Cannabis plant;
“CBCA" means the Colorado Business Corporation Act;

“CDA” means to the Colorado Department of Agriculture;



“CDPHE” means the Colorado Department of Public Healith Bnvironment;
“CDS’ has the meaning ascribed thereto on the coveg;pag
“CDSA” means theControlled Drugs and Substances ACanada).

“CDS Participant” has the meaning ascribed thereto under the hgd@ilan of Distribution— Non-certificated
Inventory Systein

“cGMP” means current Good Manufacturing Practices reguia enforced by the FDA,
“Closing’ has the meaning ascribed thereto on the coveg;pag

“Closing Date means the date of the Closing, for which theiahi€losing is expected to be on or abeu?018,
but in any case, no later than2018;

“CO," has the meaning ascribed thereto under the hgd8insiness of the Company — Manufactuting
“Codé’ means the U.S. Internal Revenue Code of 198énended;

“Colorado Hemp Act” meansColo. Rev. Stat. 8§ 35-61-101-109

“Common Share$ has the meaning ascribed thereto on the coveg;pag

“Compensation Committe& has the meaning ascribed thereto under the hgdtiiole and Composition of the
Compensation Committee

“Conversion Event has the meaning ascribed thereto under the hgatlescription of Share Capital—
Authorized Share Capital Upon Completion of thee@ffy — Conversion Rights and Transfers

“Convertible Note’ means the US$1,000,000 convertible note of CWHdkigs, Inc. dated January 12, 2017
which was repaid on May 31, 2018;

“CPG" means consumer packaged goods;
“CSA” has the meaning ascribed thereto on the coveg;pag
“CSE’ means the Canadian Securities Exchange;

“CTE” has the meaning ascribed thereto under the hgdtinsiness of the Company — Sales and Distribution
Strategy — Sports Medicine and Recovery Market

“CWB” has the meaning ascribed thereto under the hgd@iarporate Structurg

“DC&P” has the meaning ascribed thereto under the hgdtRisk Factors — Risks Related to the Offering —
Financial Reporting and Other Public Company Regoient$

“DEA" has the meaning ascribed thereto on the coves;pag

“diluted basis’ means the number of Common Shares outstandingrasg the exercise of all outstanding Options
and other rights to acquire Common Shares;

“DSHEA” has the meaning ascribed thereto under the hgd8iunsiness of the Company — Industry Overljiew

“Employment Agreement has the meaning ascribed thereto under the hgatlixecutive Compensation —
Employment Agreements, Termination and Change ofr@dBenefits;

“Ethics Code’ has the meaning ascribed thereto under the hgd@iisclosure of Corporate Governance Practices
— Ethical Business Condtict



“Exchange Act has the meaning ascribed thereto under the hgddescription of Share Capital - Authorized
Share Capital Upon Completion of the Offering - @ension Condition’s

“FATCA” has the meaning ascribed thereto under the hgddlartain United States Tax Considerations — Non-
U.S. Holders — Additional Withholding Tax on Paytaenade to Foreign Accoufits

“FCEN” has the meaning ascribed thereto under the hgdtRisk Factors — Risks Related to the Regulatory
Environment — Anti-money Laundering Laws and Réiguls!;

“FCEN Memo” has the meaning ascribed thereto under the hgd@isk Factors — Anti-money Laundering Laws
and Regulatioris

“FDA” has the meaning ascribed thereto on the coves;pag

“FDCA” has the meaning ascribed thereto under the hgatlimited States Regulatory Matters — General
Overview,

“forward-looking statements’ has the meaning ascribed thereto under the hgatiotice to Investors —
Forward-Looking Statemerits

“Founder Options’ means the 576,429 options to purchase an aggrej&i76,429 common shares of SBI issued
to certain founders in lieu of common shares;

“FPI Condition” has the meaning ascribed thereto under the hgddescription of Share Capital - Authorized
Share Capital Upon Completion of the Offering - @ension Condition’s

“FTC” has the meaning ascribed thereto under the hgatRisk Factors — Risks Related to the Regulatory
Environment — Risks Associated with Numerous LatsReegulation’s

“Governance and Nominating Committe& means the Corporate Governance and Nominatingriitiee of the
Board;

“Grants” has the meaning ascribed thereto under the hgdtirecutive Compensation — Long Term Incentive
Plan’;

“hemp’ means any part of the Cannabis plant having neertitan three-tenths of one percent (0.3%) conatoitr
of THC on a dry weight basis;

“HFA" has the meaning ascribed thereto under the hgd@unsiness of the Company — History and Development
of the Company — Key Milestoiies

“HIA " means the Hemp Industries Association;

“HIA v. DEA Il " has the meaning ascribed there to under the hgddinited States Regulatory Matters - United
States Federal Regulation of Industrial Hemp - Depment of the Current Regulatory Framewirk

“HIA v. DEA Ill " has the meaning ascribed there to under the hgdtlinited States Regulatory Matters - United
States Federal Regulation of Industrial Hemp - Depment of the Current Regulatory Framew@rk

“Holder” has the meaning ascribed thereto under the hgad®ertain Canadian Federal Income Tax
Consideration§

“IASB” means the International Accounting Standards 8par

“ICFR” has the meaning ascribed thereto under the hgd&iisk Factors — Financial Reporting and Other Public
Company Requiremerits



“IFRS” means International Financial Reporting Standadsssued by the International Accounting Starslard
Board, as adopted by the Canadian Accounting Stdadgoard,;

“IFRS 15’ has the meaning ascribed thereto under the hgdtilanagement’s Discussion and Analysis — Future
Accounting Standards and Interpretatipn

“IND” means investigational new drug;

“Indemnified Parties’ has the meaning ascribed thereto under the hgd@ilan of Distribution— General Terms
of the Underwriting Agreemeént

“IND Preclusion” has the meaning ascribed thereto under the hgdtlnited States Regulatory Matters — FDA
Regulatiori;

“Industrial Hemp” means as any part of tli@&annabis sativa Lplant, whether growing or not, with a delta-9 THC
concentration of not more than 0.3% on a dry weligsis, lawfully cultivated in the United Statesguant to, and
in compliance with, a state agricultural pilot prawgp which sanctions such activity;

“IRS” means the U.S. Internal Revenue Service;
“Lead Underwriter” means Canaccord Genuity Corp.;

“Legacy Option Plarf means the existing stock option plan of SBI, vhisill be assumed by the Company in
connection with the Reorganization until all stagkions existing thereunder have been exerciséadwe expired,;

“Lock-Up Period” has the meaning ascribed thereto under the hgatiBecurities Subject to Contractual
Restriction on Transfer— Lock-Up Arrangements

“LTIP” has the meaning ascribed thereto under the hgdtlimecutive Compensation — Long Term Incentive
Plan”;

“Management means, collectively, the executive officers of tBompany;

“MCT"” has the meaning ascribed thereto under the hgddusiness of the Company — Product Overview —
Liquid Products,

“MD&A " means management’s discussion and analysis;
“Merger” has the meaning ascribed thereto under the hgd@arporate Structure — Reorganizatipn

“Merger Agreement’ has the meaning ascribed thereto under the hgd@iarporate Structure —
Reorganizatioty

“NEOS’ has the meaning ascribed thereto under the hgaéixecutive Compensation — Introductipn

“NFL” has the meaning ascribed thereto under the hgddnsiness of the Company — Sales and Distribution
Strategy — Sports Medicine and Recovery Méarket

“NI 41-101" means National Instrument 41-101General Prospectus Requirememitisthe Canadian Securities
Administrators;

“NI 45-102' means National Instrument 45-10Resale of Securities
“NI 52-109 means National Instrument 52-10€ertification of Disclosure in Issuers’ Annual ahderim Filings
“NI 52-110 means National Instrument 52-11wdit Committees

“NI 58-101" means National Instrument 58-10Disclosure of Corporate Governance Practices



“Non-Executive Directors has the meaning ascribed thereto under the hgatihrector Compensation —
Director Compensation Table

“Non-Resident Holdet' has the meaning ascribed thereto under the hgd@ertain Canadian Federal Income
Tax Considerations— Non-Resident Holders in Candia

“Notice Dat€' has the meaning ascribed thereto under the he&Diescription of Share Capital- Advance Notice
Provisions;

“Odd Lot” has the meaning ascribed thereto under the he&Biescription of Share Capital- Authorized Share
Capital Upon Completion of the Offering — Take-OB#&t Protectiori;

“Offered Share$ has the meaning ascribed thereto on the coves;pag
“Offering” has the meaning ascribed thereto on the coveg;pag
“Offering Price” has the meaning ascribed thereto on the coves;pag

“Omnibus Appropriations Law” has the meaning ascribed thereto under the hgddinited States Regulatory
Matters — United States Federal Regulation of ItideisHemp — Development of the Current Regulatory
Framework;

“Option” means an option to acquire a Common Share grgnteshiant to the LTIP;
“Over-Allotment Option” has the meaning ascribed thereto on the coves;pag

“Permitted Holder” has the meaning ascribed thereto under the hgéd@iascription of Share Capital - Authorized
Share Capital Upon Completion of the Offering - @ension Rights and Transférs

“Persorf means any individual, partnership, associatimtybcorporate, trust, trustee, executor, admirtistyéegal
representative, government, regulatory authoritgtber entity;

“Proportionate Exchange Ratid has the meaning ascribed thereto under the hgdtorporate Structure -
Reorganizatioty

“Proportionate Voting Shares has the meaning ascribed thereto on the coves;pag

“PS&M” has the meaning ascribed thereto under the hgdtdanagement’s Discussion and Analysis — Financial
Informatiort’;

“PVS Offer” has the meaning ascribed thereto under the hegdtescription of Share Capital— Authorized
Share Capital Upon Completion of the Offering —é&r&kver Bid Protectioh

“Registered Holdet' and “Registered Holder$ have the meanings ascribed thereto under theifgédbtiotice to
Investors — Eligibility for Investment

“Registered Plari has the meaning ascribed thereto under the hgathiotice to Investors — Eligibility for
Investmerit

“Regulation S has the meaning ascribed thereto under the hgd#filan of Distribution — General terms of the
Underwriting Agreemeiit

“Reorganizatiorn’ has the meaning ascribed thereto under the hgéddiarporate Structure — Reorganizatipn

“Reorganization Consideratiori has the meaning ascribed thereto under the hgdfiorporate Structure —
Reorganizatioty

“Resident Holder has the meaning ascribed thereto under the hgddertain Canadian Federal Income Tax
Considerations— Holders Resident in Canatja



“R&D " means research and development;

“SBI” means, pre-Reorganization CWB Holdings, Inc.ompany existing under the laws of Colorado, and-pos
Reorganization, Stanley Brothers, Inc., a compangamiciled and amalgamated under the laws of Dalew

“SBI Shareholders means the pre-Reorganization shareholders of SBI;
“SEC’ means the U.S. Securities and Exchange Commission
“Secondary Offering’ has the meaning ascribed thereto on the coves;pag
“SEDAR” means the System for Electronic Document Analgsid Retrieval;

“SEQ’ has the meaning ascribed thereto under the hgd#@insiness of the Company — Industry Overview — The
Hemp-Derived Supplements Settor

“Selling Shareholder$ has the meaning ascribed thereto on the coves;pag

“Senate Bill 2667 has the meaning ascribed thereto under the hgdtiBusiness of the Company — History and
Development of the Compdny

“SFE’ has the meaning ascribed thereto under the hgd@insiness of the Company — Manufactuting
“Shareholder’ means a holder of Common Shares;
“Shares means, collectively, the Common Shares and tlpd®&ttionate Voting Shares;

“Stanley brothers’ has the meaning ascribed thereto under the hgd@insiness of the Company — History and
Development of the Compdny

“Tax Act” means thelncome Tax Act(Canada) as amended from time to time, including tegulations
promulgated thereunder;

“Tax Proposal$ has the meaning ascribed thereto under the hgdtfdertain Canadian Federal Income Tax
Consideration§

“taxable capital gairf has the meaning ascribed thereto under the hgddiartain Canadian Federal Income Tax
Considerations— Holders Resident in Canada Taxation of Capital Gains and Capital Leases

“THC” means Tetrahydrocannabinol;

“Treasury Regulations has the meaning ascribed thereto under the hgatiGertain United States Tax
Consideration

“Treaty” has the meaning ascribed thereto under the hgad@ertain Canadian Federal Income Tax
Consideration§

“UMIR " has the meaning ascribed thereto under the hgddhfan of Distribution — Price Stabilization, Short
Positions and Passive Market Making

“Underwriting Agreement” means the underwriting agreement dased2018, among the Company and the
Underwriters with respect to the Offering;

“Underwriters” means the Lead Underwrites,and e;
“Underwriter's Fee” has the meaning ascribed thereto on the coves;pag

“United States$ and “U.S” mean the United States of America, its territerégnd possessions, including the District
of Columbia;



“USDA" means the United States Department of Agriculture
“U.S. Securities Act means the United States Securities Act of 1983 rmended from time to time; and

“USRPHC’ has the meaning ascribed thereto under the hgd#iisk Factors — Risks Related to the Offering —
U.S. Tax Classificatidn

NOTICE TO INVESTORS

General
Certain technical terms used throughout this prosigeare defined in the Glossary.

Any statements in this prospectus made by or omalbeli Management are made in such persons’ capads
officers of the Company and not in their persorglacities.

A prospective investor should rely only on the mfiation contained in this prospectus and is ndtledtto rely on
parts of the information contained in this prospedb the exclusion of others. Neither the Compamyany of the
Underwriters have authorized anyone to provide stoes with any different or additional informatiolfi.anyone
provides prospective investors with any additiasatlifferent or inconsistent information, includingormation or
statements in media articles about the CompanyBir frospective purchasers are warned not to relyito
Prospective purchasers should not assume thatftireniation contained in this prospectus is accuaatef any date
other than the date of this prospectus, or whei@rmation is stated to be as of a date other thandate of this
prospectus, such other applicable date. SubjettteedCompany’s obligations under applicable seagitaws, the
information contained in this prospectus is aceuaily as of the date of this prospectus regardiésise time of
delivery of this prospectus or of any sale of tHef@d Shares.

Investors should read this entire prospectus amdudbtheir own professional advisors to assesdrteme tax,
legal, risk factors and other aspects of their stwent in the Offered Shares.

Neither the Company nor any of the Underwritersfisring to sell the Offered Shares in any jurisidic where the
offer or sale is not permitted. For investors algsCanada, neither the Company nor any of the Wniders has
done anything that would permit the Offering, osgession or distribution of this prospectus, in pmgsdiction

where action for that purpose is required, othantim Canada. Investors are required to inform Hedves about
and to observe any restrictions relating to thee@ffy and the distribution of this prospectus.

Investors are urged to read the information under he headings Forward-Looking Statements’, “ Forward-
Looking Statements relating to Growth Strategy” and “ Risk Factors’ appearing elsewhere in this prospectus.

Eligibility for Investment

In the opinion of DLA Piper (Canada) LLP, counselthe Company, and Stikeman Elliott LLP, counsethe

Underwriters, based on current provisions of thg Aet in force on the date hereof and any spegifimposals to
amend the Tax Act publicly announced prior to théedhereof, and subject to the terms of any pdatiquian or

accounts, if and when the Common Shares are ligtesl designated stock exchange within the mearfittgeol ax

Act (which currently includes the CSE), the Comn8irares will be qualified investments for a trusteyoed by a
registered retirement savings plan, a registeréideneent income fund, a registered education savipign, a
registered disability savings plan, a tax-free sgsiaccount (each &egistered Plari) or a deferred profit sharing
plan, each as defined in the Tax Act.

Notwithstanding the foregoing, the annuitant, hololiesubscriber of a Registered Plan, as the caseb®, (each, a
“Registered Holdet and collectively, the Registered Holders) will be subject to a penalty tax if the Common
Shares held in a Registered Plan are a “prohiliitesstment” for the purpose of the Tax Act. The @uoon Shares
will generally be a “prohibited investment” for anticular Registered Plan if a Registered Holdeespect thereof
has a “significant interest” (as defined in the TAmt) in the Company or does not deal at arm’s flengith the



Company for the purposes of the Tax Act. The ComiBbares will not be a prohibited investment if theg
“excluded property” as defined in the Tax Act farsts governed by a Registered Plan.

This summary is of a general nature only and is netand is not intended to be, legal or tax advice tany
particular Shareholder. Prospective purchasers whdntend to hold Common Shares in a Registered Plan
should consult their own tax advisors having regardo their own particular circumstances.

Forward-Looking Statements

Certain statements contained in this prospectusstitote forward-looking statements and forward-iogk
information (collectively, forward-looking statements’). Such forward-looking statements relate to plolssi
events, conditions or financial performance of @@mpany based on future economic conditions andsesuof
action. All statements other than statements dabtical fact are forward-looking statements. The a§any words

" ou " ow " ou ST} "o,

or phrases such as “seek”, “anticipate”, “planpriinue”, “estimate”, “expect”, “may”, “will", “prgect”, “predict”,
“potential”, “targeting”, “intend”, “could”, “might, “should”, “believe”, “will likely result”, “areexpected to”, “will
continue”, “is anticipated”, “believes”, “estimated“intends”, “plans”, “projection”, “outlook” andsimilar
expressions are intended to identify forward-logkstatements. These statements involve known akdoum
risks, assumptions, uncertainties and other fadt@msmay cause actual results or events to diffeterially from
those anticipated in such forward-looking statemeimhe Company believes there is a reasonable hastbe
expectations reflected in the forward-looking sta¢ats, however no assurance can be given that éxpsetations
will prove to be correct and the forward-lookingtsiments included in this prospectus should natrstuly relied
upon by investors. The forward-looking statemepisak only as of the date of this prospectus andcempeessly

qualified, in their entirety, by this cautionanatment.

In particular, this prospectus contains forwardkiog statements pertaining to the following:

» the Offering Price and the completion, size andrgof the Offering;

» the listing of the Common Shares on the CSE;

» the use of proceeds of the Offering;

e expectations regarding industry trends, overall ketaigrowth rates, the Company’'s growth rates and
growth strategies;

» the success of farming activities and production;

» the continued availability of viable farmland ame t&bility to contract with farming partners;

« the ability to scale cultivation;

e expectations regarding certain future results amfibrination, including expectations regarding the
Company’s future revenue, expenses, EBITDA, AdpisEBITDA, sales growth, capital expenditures,
operations and use of future cash flow;

« the Company’s business plans and strategies, iimgugkpectations regarding expansion activitiesdpct
development and diversification, and marketingatiies;

» the Company’s ability to identify new product oppmities and scale its production capacity andssafel
marketing infrastructures;

» expectations regarding future products;

» the Company’s competitive position in its industry;

« annual growth rates of the market for the Compapytslucts;

e the amount of compensation (including pursuanh Company’s LTIP) expected to be paid/granted to
the directors and officers of the Company;

» the terms of the employment agreements expectée tentered into with each of the NEOs and Grants
under the LTIP to each such person;

« the Company's ability to attract and retain emp&s/enecessary for its operations and to scale its
production operations;

» the Company’s ability to raise capital,

» the Company'’s treatment under regulatory regimestax laws;

» the Company’s growth strategies, including retatbansion, acquisitions, branding and marketing
initiatives, differentiated products and internaibexpansion;



the regulatory regimes applicable to the Compamgd those regimes in jurisdictions in which the
Company intends to expand into;

the Company’s business objectives and strategies;

consumer behaviour;

expected levels of operating costs, general adtratige costs, costs of services and other costs an
expenses; and

completion of the Reorganization on the terms af #imelines contemplated by this prospectus.

With respect to forward-looking statements contdime this prospectus, the Company has made assumspti
regarding, among other things:

the regulatory climate in which the Company operatdll continue to be favorable to the Company’s
business;

the continued sales success of Company’s products;

the continued success of sales and marketing éesiyi

there being no significant delays in the developragid commercialization of the Company’s products;
the Company continuing to maintain sufficient arffeaive production and research and development
capabilities to compete on the attributes and abi$ products;

there being no significant reduction in the availgbof qualified and cost-effective human rescesc

that new products will continue to be added toGoenpany’s portfolio;

that demand for hemp-based wellness related predvitttcontinue to grow in the foreseeable future;
there will be no significant barriers to the acesge of the Company’s products in the market;

that the Company will be able to maintain compleneith applicable contractual and regulatory
obligations and requirements;

there will be adequate liquidity available to then@pany to carry out its operations;

that superior products do not develop that wouldiez the Company’s current and future product ofter
undesirable or uncompetitive;

the Company’s ability to compete in the CPG indystr

the Company’s ability to obtain and retain key persl;

the Company’s expectations regarding the advanceamehadoption of new product lines and ingredients
the continued availability of viable farmland ahe @&bility to contract with farming partners;

the ability to build brand awareness, includingusay media coverage, use of subject matter experts
legislative participation and public speaking ereragnts;

the ability of the Company to optimize search eagiesults and leverage social media and display
advertising platforms;

the effectiveness of the Company’s marketing itiités;

the Company’s ability to analyze customer data;

the Company’s ability to secure partnerships witAnaofacturers and/or distributors in international
markets;

future product viability and success;

the ability to obtain licenses when required;

continued growth of the CBD industry;

consumer behavior;

the ability to identify beneficial acquisition oppenities, and financing of such acquisition oppaities;

the Company’s ability to secure additional disttibn locations;

the Company’s expectations regarding the numbecis of farmland planted,;

success of intellectual property applications;

there being no significant reduction in the regloyield variables associated with growing Indudtria
Hemp; and

the completion of the Offering.

The Company’s actual results could differ mateyiflbm those anticipated in the forward-lookingtstaents as a
result of the risk factors set forth below and etsere in this prospectus:



changes to state laws pertaining to Industrial Hemp
changes to federal laws pertaining to Industriaiige
risks associated with numerous laws and regulations
international regulatory risks;

uncertainty caused by potential changes to regyldtamework;
NDI objection by FDA,

FDA interpretation of IND preclusion;

regulatory approval and permits;

DEA jurisdiction over hemp extracts or CBD;
environmental, health and safety laws;

anti-money laundering laws and regulations;

denial of deductibility of certain expenses;

liability for actions of employees, contractors amhsultants;
product viability;

success of quality control systems;

reliance on the Stanley Brothers brand;

product recalls;

product liability;

positive test for THC or banned substances;

product returns;

weather patterns and agriculture operations risks;
availability of adequate crop insurance;

risks relating to obtaining farmland;

other agricultural production risks;

hemp plant specific agricultural risks;

transportation risk;

domestic supply risk;

reliance on third party suppliers, service provsdend distributors;
industry competition;

intra-industry competition;

future activities of the Stanley brothers;

other conflicts of interest;

changing consumer preferences and customer retentio
maintaining and promoting the Company’s brand;
unfavourable publicity or consumer perception;
inability to sustain pricing models;

reliance on key inputs;

effectiveness and efficiency of advertising andhpotional expenditures;
key officers and employees;

inability to renew material leases;

obtaining insurance;

additional financings;

management of growth;

risks related to acquiring companies;

inability to protect intellectual property;

intellectual property claims;

litigation;

trade secrets may be difficult to protect;

use of customer information and other personalcamdidential information;
data security breaches;

global economic uncertainty;

risks related to the Company’s social responsybgitals;
emerging industry;
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» forward-looking information;

e no prior public market;

« potential volatility of Common Share price;

» dissent or appraisal rights in respect of the Merge

» dividends to shareholders;

» holding company structure;

» future sales of common shares by the SBI shareimldiectors or officers;
» risks related to potential changes in definitioriavgign private issuer;

» risks related to the Company’s loss of foreign atévissuer status in the United States;
» increased cost as a result of becoming a repagsgr;

» financial reporting and other public company reguients;

e impact on resales into the United States;

» risk related to non-compliance with Regulation Senthe U.S. Securities Act;
» impact of future sales by existing shareholders;

» influence of the significant shareholders;

» limited control over the Company’s operations;

» working capital and future issuances;

» securities or industry analysts;

» immediate dilution;

» discretion in the use of proceeds;

e U.S. domestic corporation for U.S. Federal incoamepurposes;

» withholding tax on dividends;

* U.S. tax classification; and

» the other factors referred to under “Risk Factors”.

Readers are cautioned that the foregoing liststffactors should not be construed as exhaustive.

The forward-looking statements included in thisgpectus are expressly qualified by this cautioséagement and
are made as of the date of this prospectus. Thep@ayndoes not undertake any obligation to publigigate or
revise any forward-looking statements except asired by applicable securities laws. Subscribewuikhread this
entire prospectus and consult their own professiadaisors to assess the income tax, legal, ristofa and other
aspects of their investment in the Offered Shares.

Forward-Looking Statements relating to Growth Strategy

Management currently believes that the achieveroérthe financial targets described und@&usiness of the
Company — Growth Strateig possible, can be reasonably estimated andsedon underlying assumptions that
management believes are reasonable in the circnogstagiven the time period for such targets. Hamethere can
be no assurance that the Company will be able &t key assumptions, including introducing five &ven new
products prior to the end of 2019, expanding iragomally into western Europe, South America andaAand
continuing to increase in bricks-and mortar presenith over 3,000 points of distribution in placg the end of
2019, or the other assumptions described unBesitiess of the Company — Growth Strdtegyl be realized.
Furthermore, actual results or performance in tiieré may vary from the assumptions referred tthénfinancial
outlook.

The description of the Company’s potential growtipartunities described undeBusiness of the Company —
Growth StrategVyis based on management’s current views and gieteassumptions and expectations concerning
the Company’s growth opportunities, and the assessrof the opportunities for the Company’s businasd
industry, and has been calculated using accouptitigies that are generally consistent with the @any’s current
accounting policies. The purpose of disclosing @mmpany’s financial targets is to provide investaith more
information concerning the financial impact of tBempany’s business initiatives and growth strategiescribed
above and elsewhere in this prospectus. The finhmitlook described undetManagement’'s Discussion and
Analysis — Growth Stratetjys forward looking information for purposes off@digable securities laws in Canada
and readers are therefore cautioned that actualtsesiay vary from those described therein. SHetite to
Investors - Forward-Looking Statemenésd “Risk Factor elsewhere in this prospectus for a descriptiorhef
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assumptions underlying the forward-looking statetmiemd of the risks and uncertainties that impactbusiness
and that could cause actual results to vary.

Non-IFRS Financial Measures and Industry Metrics

The Company prepares and reports its consolidéteddial statements in accordance with IFRS asisdiy the
IASB. However, this prospectus makes reference @édam non-IFRS measures including key performance
indicators used by management. These measuresoareaognized measures under IFRS and do not have a
standardized meaning prescribed by IFRS and areftre unlikely to be comparable to similar measymesented

by other companies. Rather, these measures arédedoas additional information to complement thdSBS
measures by providing further understanding of oesults of operations from management’'s perspective
Accordingly, these measures should not be consideresolation nor as a substitute for analysishef Company’s
financial information reported under IFRS. The Camp uses non-IFRS measures including “EBITDA” and
“Adjusted EBITDA” which may be calculated differéntby other companies. These non-IFRS measures and
metrics are used to provide investors with supptegaiemeasures of our operating performance anddityuand

thus highlight trends in our business that mayatbérwise be apparent when relying solely on IFR&suares. The
Company also believes that securities analystgstovs and other interested parties frequently neselFRS
measures in the evaluation of companies in simildustries. The Company’s management also usedRR&-
measures and metrics, in order to facilitate opsggberformance comparisons from period to pertodprepare
annual operating budgets and forecasts and tordieieicomponents of executive compensation. Foseudsion of

the use of “EBITDA” and “Adjusted EBITDA” and recoifiations thereof to the most directly comparath®S
measures, sedlanagement’s Discussion and Analysis - AdjustedrBBI.

Currency

In this prospectus, unless otherwise indicated;'ddllar” amounts or references to “$” or “US$” ate United
States dollars. References to “C$” are to Canadiidiars.

The closing, high, low and average exchange ratethé United States dollar in terms of Canadialtadofor each
of the years ended December 31, 2017 and Decenth@026, and the quarter ended March 31, 2018 pastea
by the Bank of Canada, were as follows:

Year Ended December 31,

2017 2016 Quarterly period ended
(C9%) (C3) March 31, 2018
Closind? 1.2545 1.3427 1.2894
High® 1.3743 1.4559 1.3088
Low 1.2128 1.2536 1.2288
Averagé? 1.2986 1.3248 1.2647

Notes:
(1) The exchange rates are nominal quotations l{nging or selling rates) of the applicable ratebliphed by the Bank of
Canada and are intended for statistical purposes.
(2) Calculated as an average of the daily noos fate2016. Calculated as an average of the dagyng rates for 2017 and 2018 as a
result of changes to the reporting methodologh@Bank of Canada implemented after April 28, 2017.

On June 22, 2018, the Bank of Canada daily average afiexchange was C$1.00 = US$0.7514 or US$1.00 =
C$1.3308.

Market, Independent Third Party and Industry Data

Unless otherwise indicated, the Company has oldaine market and industry data contained in thispectus
from its internal research, Management’'s estimates third party public information, including daftam the
Brightfield Report, the CBD Report by the Fronti@nancial Group Inc. and other industry publicasiowhile the
Company and the Underwriters believe such interaabarch, Management’'s estimates and third paricou
information is reliable, such internal research avidnagement’'s estimates have not been verified y a
independent sources and neither the Company nddrilerwriters have verified any third party pubtitormation.
While the Company and the Underwriters are not awdiany misstatements regarding the market angstngdata
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contained in this prospectus, such data involvassrand uncertainties and are subject to changsd s various
factors, including those described unddptice to Investors Forward-Looking Statemeritand “Risk Factors

Trade Marks, Trade Names and Service Marks

This prospectus contains certain trademarks whietpeotected under applicable intellectual prop&atys and are
the Company’s property. Solely for convenience, @mnpany’s trademarks and trade names referred this

prospectus may appear without the ® or ™ symbdlshah references are not intended to indicatapinway, that
the Company will not assert, to the fullest extantler applicable law, its rights to these trademarkd trade
names.
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SUMMARY

The following is a summary of the principal feagitd the Company and the Offering and should bd tegether
with the more detailed information and financialtalaand statements appearing elsewhere in this Easis.
Reference is made to the “Glossary” and for the mieg of certain defined terms and abbreviations.

Overview

SBI is a market leader in the production and distion of innovative hemp-based, CBD wellness potslu
Through its vertically integrated business mod8l, 8rives to improve customers’ lives and meeirtdemands for
stringent product quality, efficacy and consisteri881 does not produce or sell medicinal or redo@al marijuana
or products derived therefrom.

SBI's products are made from high quality and pietpry strains of whole-plant hemp extracts coritgjra full
spectrum of phytocannabinoids, including CBD, tees flavonoids and other minor but valuable hemp
compounds. SBI believes the presence of theseusmdompounds work synergistically to heighten tfiects of
the products, making them superior to single-compld@BD isolates.

Hemp extracts are produced from Industrial Hempiclviis defined as Cannabis with less than 0.3% THAC
causes psychoactive effects when consumed angisally associated with marijuana (i.e., Cannabith kigh-
THC content). SBI does not produce or sell medlaimaecreational marijuana or products derivedrfiaigh-THC
Cannabis/marijuana plants. Industrial Hemp prodhate no psychoactive effects.

SBI's current product categories include tinctufleguid product), capsules and topical productanBed product
categories include powdered supplements, singledoseerage, sport and professional (dedicated tezte
practitioner products). SBI's products are distidnlithrough its e-commerce website, select whatesand a
variety of brick and mortar retailers.
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SBI grows its proprietary hemp on farms leaseddrtheastern Colorado and sources high quality h#mgugh
contract farming operations in Kentucky and Oregmifurther described below.

SBI continues to invest in R&D efforts to identifiew product opportunities. SBI plans to scale itsdpction
capacity and sales and marketing infrastructuredessand for its products continues to increase. dgament
believes the timing is right to invest in expandprbduction capacity to address emerging new product
opportunities, take further control of the supphain and proactively define the competitive langscs&8BI intends

to capitalize on the rapidly emerging CBD wellnpesducts industry by driving customer acquisitionl aetention,

as well as accelerating national and internatioetalil expansion.
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Financial Highlights

SBI believes that its high-quality products, brawdareness, consumer loyalty, efficient supply clzaid prudent
business and financial management have contritiatettong and consistent financial performancee@dinancial
highlights include the following:

e Revenue grew from US$14.7 million in 2016 to US$4illion in 2017, representing growth of 172%
year-over-year

e Gross profit grew from US$9.6 million in 2016 to $£9.9 million in 2017, representing growth of 212%;
gross profit as a percent of revenue was 65% af@ii016 and 2017, respectively

e Adjusted EBITDA grew from US$2.0 million in 2016 &S$14.1 million in 2017; adjusted EBITDA as a
percent of revenue was 14% and 35% in 2016 and, 284@ectively

» For the three months ended March 31, 2018, the @ogngenerated revenue of US$13.1 million, gross
profit of US$10.5 million and Adjusted EBITDA of 1$8.5 million

Revenue Gross Profit Adjusted EBITDA
(USS millions) (USS millions) (USS millions)
40.0 29.9 14.1
14.7 13.1 9.6 10.5 45
2.0
2016 2017 Q1-2018 2016 2017 Q1-2018 2016 2017 Q1-2018

Investment Highlights

Leading Market Position in a Rapidly Growing Segimen

Charlotte’s Web is the #1 brand by market sharthénhemp-derived CBD supplements segment. In ti$e, the
segment is expected to grow rapidly from US$174ienilin 2016 to US$1.6 billion in 2021, represegtiea CAGR

of 55% over the periotlin 2016, Charlotte’s Web accounted for approxifya8® of reported category sales.
After the leading two brands in the industry, nbestbrand in the category had more than a 2% sifasales and
93% of brands registered less than US$1 millioseites or less than 100 distribution points, or Bdth2017, SBI's
market share was approximately 14% (based on SBIS revenues in an estimated US$287 million hep C
market)* With SBI's current brand leadership position andnped growth strategies, SBI aspires to be a globa
brand and market leader in the hemp-derived CBRlsuapents space.

Established and Trusted Charlotte’s Web Brand

SBI believes that Charlotte’s Web is one of the tmresognized brands in the hemp-derived CBD supgidm
segment. Historical media coverage that referer@®tis brand includes CNN, CBS, the New York Timewla
Forbes. This recognition is driven by what SBI &edis is the highest quality product in the indusieyived only
from family farms in the United States (i.e. no oni@d hemp or hemp extracts). Charlotte’s Web hasviy
significantly since its humble beginnings with thrginating Stanley brothers, but the soul andispfrthe Stanley

! Source: Brightfield Report.
2 Source: Brightfield Report.
3 Source: Brightfield Report.
4Source: Brightfield Report.
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brothers and their sense of family runs deep withexorganization. SBI continues to strive to |#ael industry in
quality, safety, consistency and social respornigibiio support thousands of lives daily through thee of
Charlotte’'s Web.

Positive Industry Trends Support Continued Growth

SBI competes in a fast-growing hemp-derived CBDpsapents market. In the United States, the market i
expected to grow from US$174 million in 2016 to USbillion in 202% and management believes expansion
internationally is expected to have similar growates.

The U.S. supplements industry was estimated at W&fiiflon in 2016 and is expected to grow to oveB3330
billion by 2020° SBI operates in the hemp-derived CBD supplemeatsgory of this market, a fast-growing
segment with an estimated compound annual growéhthaough 2021 of 55%With an estimated market size of
US$1.6 billion by 2021 for the hemp-derived CBD plgments category and the wider industry continuimg
demonstrate steady growth, there is strong sufpo8BI to continue its growth trajectofy.

Similarly, as consumers gravitate towards prodwitis ingredients they trust and can easily undedst&BI is well
positioned to capitalize on these consumer tretids,to its commitment to quality throughout the@yghain as
well as cleaner product formulations that are idéghto maximize understanding and acceptance 0§ $Biducts.

Continued Innovation to Expand Market Leading Prddeortfolio

SBI understands that R&D, innovation and new prodievelopment is key to maintaining its market legd
product portfolio. SBI's current product portfoliopmbined with planned future products, are expmktecover a
wide array of botanical wellness products that mlecustomers with everyday health and wellnesstisais they
can trust. Future products include tinctures, clgssypowdered supplements, single-use productsaioproducts,
beverages, sport and professional (dedicated hemlghpractitioner products).

Scalable Cultivation and Production Platforms

SBI has cultivation plans for approximately 300eacof irrigated farmland from ten farms in threates for the
2018 growing season, of which, 165 acres are egfdot be planted with SBI's proprietary hemp gersetluring
the 2018 calendar year. Management believes tléBa@es will produce an estimated 250,000 to I&0pduUNds
of Industrial Hemp during the 2018 harvest peridépgendent on the regional yield variables assatiatigh

growing Industrial Hemp).

SBI’s current cultivation practices have been eegiad for scalability to meet sales demand prajestiSBI has
conducted extensive R&D to demonstrate that it seale its United States cultivation operations ificantly
without sacrificing quality and consistency. Futepgansion will focus on infrastructure to diveysifeed supply
and further mechanization of harvest operations.

SBI operates a 40,000-square foot manufacturing R&D facility and a separate warehouse and distidiou
center. Management estimates that annually, SBpoaduce 3,000 kg of alcohol-extracted hemp extact 2,900
kg of CO-extracted hemp extract and approximately 16,000nB(bottles or 8,000 100 mL bottles per day. SBI
operates its finished products manufacturing inoet@nce with cGMP and strives to exceed these atdado
create the highest quality products in the market.

Strong Financial Performance

SBI believes that its high-quality products, bravdareness, consumer loyalty, efficient supply claid prudent
business and financial management have contritiatettong and consistent financial performance.

See Financial Highlights” and“Business of the Company — Strong Financial Perfanae”.

® Source: Brightfield Report.
® Source: New Hope Network, ?@nnual NBJ Summit — Supplement Industry Market @igav 2017.
" Source: Brightfield Report.
8 Source: Brightfield Report.
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Experienced Management Team to Lead Growth

SBI leverages the entrepreneurial leadership dbitaders and the professional experience of itsagament team,
both of which are deeply committed to SBI's visionission and social values. The team works in &lotative
manner that creates a dynamic professional envieohmThere exists a healthy cross section of eikiens
experience in distribution, cultivation, sales, hiealogy, finance, customer service, CPG, marketlngginess
development, acquisitions, capital markets and etahalysis, all of which are key to SBI's fututesess.

Growth Strategy

SBI has a successful history of growing revenuessits first significant product sales began in sta2015. In
2017, revenue grew by 172% over 2016. Adjusted ERBIrew by 605% over the same period. SBI contirtoes
be a leader by revenue in its segment, and it \ediét will continue to realize growth while impiiog overall
profitability.

SBI believes it has an opportunity to achieve tiwing financial targets for 2018:

» Estimated total annual revenue of US$65 to US$8llomi an increase of US$25 to US$40 million over
2017

+ Estimated total annual Adjusted EBITDA of US$23X8%$30 million, an increase from US$14.1 million in
2017

» Implies Adjusted EBITDA as a percent of revenu@a# to 37%

SBI believes it has an opportunity to achieve tilWwing financial targets for 2019:

» Estimated total revenue of US$120 to US$170 million
» Estimated Adjusted EBITDA margins of 35% to 37%

Depending on the timing of key acquisitions, sgateelationships and international expansion,aheve annual
revenue amounts and corresponding Adjusted EBITDAownts could produce additional year-over-year
improvement. SeeNotice to Investors — Forward-Looking Statemenlatireg to Growth Stratedy “ Business of
the Company — Growth Straté@nd “Business of the Company — Growth Strategy - Assnmspt

The following are the principal strategies SBI withploy to drive its profitable growth and cashwflgeneration:

Building Brand Awareness

Management believes the Charlotte’s Web and StaBitethers brands are among the strongest in the, @BBip
and Cannabis industries. Brand recognition willtoare to be driven by several factors includiny:nfiedia events
similar to what has historically occurred with SBtluding CNN, CBS, the New York Times and Forb@$semail,

social media and blogs; (iii) use of subject matigperts; (iv) legislative participation; and (Wilgic speaking
engagements at key industry events. In additiothése active outlets to build brand awareness, [B&is to
support word-of-mouth endorsements and testimoriial® its customers who are advocates for its bsaauad
products.

Growth from the Existing Product Portfolio Throuljfarketing Initiatives

SBI's marketing mix is being optimized in order ¢onnect with more consumers and guide them thrdhgh
buying process. A collaborative, integrated effaith content and public relations teams is underwsth the

objective to optimize search engine results anérlye social media and display advertising platfor8BI is

working to segment and analyze customer data ierdmenhance the customers’ experience to cobwevisers
into buyers and drive repeat purchases. SBI is taggeting major food and mass market accountddgi@nal

distribution platforms. These accounts are expeetwble SBI to gain broader distribution, open m®rsumer
segments, and drive growth through increased awaseigonsideration and purchase.
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Introduction of New, Differentiated Botanical Praxsi

SBI is currently marketing a variety of hemp-dedv€EBD tinctures, capsules and topical products wrhe
Charlotte’s Web and CW trade names. Through rebe&®BI| has prioritized several new primary and seaoy
product categories, including tinctures, capsyp@syders, sports performance products, topical/ctsmeoducts,
infused beverages and hemp-infused pet productisegiects that not all of its future products vatintain hemp
extracts, but the focus will remain on botanicaddzhwellness products.

International Expansion

SBI believes that global distribution is paramotmits growth in the next 24 months, with near-tdoous on the
European Union, South America and Asia. To achibiginternational reach, SBI is planning to eithartner with
distributors and/or manufacturers in these intéonat locations or create its own foreign licensedbsidiaries to
transact business in the regions. SBI will be camib weighing the trade-off of each option agathst impact on
sales volume opportunity and profitability ratios its decision-making process. Expansion into aalud
jurisdictions will be done in compliance with amalble regulatory requirements in such jurisdictiang the cost
and complexity of such compliance will form parttbé strategic evaluation process for any propesgdnsion.

Improved Distribution

At the end of 2017, SBI's products were sold inrappnately 2,000 locations. Currently, products acdd in
approximately 2,700 locations, and are expectecbttinue to increase. SBI distributes its prodictthe United
States and on a limited basis internationally. Espan is expected to continue both in the Unitedtest and
internationally. Future distribution channels aftanped to include national retailers (including @gs and drug
chains), vitamin and supplement retailers, andrabfiood stores. SBI believes it will have over 0points of
distribution by the end of 2018.

Acquisition of Strategic Complementary Companies

SBI intends to leverage its global relationshipd aastwork of industry participants and advisorattively source
and identify acquisition opportunities. SBI expetdsselectively pursue compelling acquisitions tleaerage and
complement SBI's strengths in sales, marketing, peeduct development, quality, production and dstion.
Certain criteria will be employed in pursuing pdtehacquisition candidates including: (i) brandpguct and
channel synergies; (ii) attractiveness of prodectar; (iii) integration synergies; (iv) producti@apabilities; (v)
distribution network; (vi) geographic reach; and)(financial performance. SBI expects to fund ghegsquisitions
through a combination of cash flow, debt and/oritggif available.

Industry Overview

SBI is a market leader in the production and distion of innovative hemp-based, CBD wellness potslu
Through its vertically integrated business mod8l, Srives to improve customers’ lives and meetrtdemands for
stringent product quality, efficacy and consistency

SBI's products are made from high quality and pietpry strains of whole-plant hemp extracts coritgjra full
spectrum of phytocannabinoids, including CBD. Heaxtracts are produced from Industrial Hemp. Indalstr
Hemp products have no psychoactive effects.

Hemp extracts contain an assortment of naturalbpoing substances, including phytocannabinoidgetges,
flavonoids and other minor but valuable hemp commpisu SBI believes the presence of various phytadainoids,
terpenes and flavonoids work synergistically tagh&in the effects of the products, making them sop® single-
compound CBD isolates.
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While complete scientific corroboration for the sisef CBD are still in their infancy, industry rep®rsuggest
consumers are using CBD for various applicatioltuting assistance with sleep, daily stress, apxj&in relief,
cognitive function and immune health, among ottpeliaations’

In addition to the industry and consumer reporteeswof CBD, significant research is currently beingducted on
the use of CBD as it relates to the following, amother topics:

* Epilepsy

* Post-Traumatic Stress Disorder
e Cancer

e Autism

* Neuroprotection

e Anti-Inflammatory Effects
e Anti-Tumor Effects

« Anti-Psychotic Effects

The United States Supplements Industry Market Size

In the United States, dietary supplements are gépeatefined under the Dietary Supplement Healtth Bducation
Act of 1994 (‘DSHEA”") as products that are intended to supplementdibe and contain any of the following
dietary ingredients: (i) a vitamin; (ii) a minerdiii) an herb or other botanical (excluding tobagdiv) an amino
acid; or (v) a concentrate, metabolite, constituertract, or combination of any of the above. Adaurg to the
Nutrition Business Journal, the United States Sepehts Industry was estimated at US$41 billion Ga& with
6.6% growth over 2015 and is estimated to reach 0%$50 billion by 2026° According to the Brightfield Group,
by 2021, it is expected that hemp-derived produezash a market size of US$1.6 billith.

Exhibit 1: US Supplemental Sales

(Figures in US$ millions)
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Source: Nutrition Business Journal

SBI believes that consumers are increasingly seaydor products made with high quality, simple riedients, a
trend that is visible in the growth of health fostdres like Whole Foods, as well as large CPG lsralmdeloping
cleaner product lines without unnecessary additidéslsen notes that “this purchase behavior corfithe notion

9 Source: Brightfield Report.

% source: New Hope Network, 2@nnual NBJ Summit — Supplement Industry Market @ieav 2017. Available at
http://www.newhope.com/sites/newhope360.com/filepfEWest-2017-Supplements-Today-1.pdf

1 Source: Brightfield Report.
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that consumers will gravitate toward products viftfredients they trust and can easily understah&Bl is well

positioned to capitalize on these consumer trengstd its commitment to quality throughout the dyphain as
well as its clean product formulations that areerigted to maximize consumer understanding and anueptof
SBI's products. SBI believes that informed conswsvae looking for alternatives to pharmaceuticaeobremedies
for health and wellness. SBI believes that, in negears, consumers have expanded their interesigplements,
self-care and homeopathic health.

The Hemp-Derived CBD Supplements Sector

The hemp-derived CBD supplements sector was fiesited by Section 7606 of the 2014 Farm Bill whewds
signed into law on February 7, 2014. The 2014 Hailhdelegated the authorization to cultivate Inttizd Hemp to
the individual states of the United States. Sine®42 total acreage of hemp grown in the UnitedeSthaas increased
to over51233,000 acres with an estimated 55% of ¢héitvation dedicated to hemp used in the productd CBD
extracts.

While United States-based hemp cultivation is atihetly new industry, there is significant interioatl acreage,
especially across the European Union and Canada.

Exhibit 2: Global Hemp Acreage Comparison
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Source: US state agencies for cultivated acresa+ipstitute and EIHA for EU cultivation, Health Caata for Canadian licensed acreage (acres). 201dofianed
estimates for EU and Canada

According to the Brightfield Group, by 2021, itégpected that hemp-derived CBD products reach &ehaize of
US$1.6 billion*

As a relatively new industry in the United Statdse hemp-derived CBD supplements category is exhem
fragmented with more than 200 brands, each captimsignificant market share in 2016. In 2016, Gitte’'s Web
was the dominant brand in the category, accouritingpproximately 8% of reported category sale0a7, SBI's
market share is approximately 14% (based on SBYE/2revenues in an estimated US$287 million hemp CB
market)!® In 2016, after the leading two brands in the sidy no other brand in the category had more thafb
shar%of sales and 92.9% of brands registeredHassUS$1 million in sales or less than 100 distidn points, or
both:

2 5ource: MediaPost, Nielsen Confirms ‘Clean’ LalBa®sting CPG Sales. August 24, 2017. Available at
https://www.mediapost.com/publications/article/386MAielsen-confirms-clean-labels-boosting-cpg-shtes.
3 Source: New Hope Network, The CBD Summit. MarcB(78.

4 Source: Brightfield Report.

®Source: Brightfield Report.

16 Source: Brightfield Report.
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The vast majority of hemp-derived CBD supplememtssmld through five main distribution channelsispénsary
and delivery services, online, smoke shops, héaditi stores and doctors’ offices.

Most of the usage within the category is initiafesim friend or family referrals who have used heoypCBD
products in their past. The typical customer joyrf@lows one of several common paths that inisat®m either
(i) a propensity to use dietary supplements or tlopathic aids to help manage their wellness; or dii)
dissatisfaction with current health and medicaiam to manage their wellness. Both paths placigla Value on
validation of the category through in-depth consurasearch and inquiry.

Nearly three-quarters of consumers of hemp-der¥B® supplements purchase such products in conderitian,
primarily as tinctures, sublingual oil drops andlapplicator pens.

Exhibit 3: Hemp CBD Market: Category Analysis
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Source: Brightfield Report

See Business of the Company — Industry Overtiew

United States Regulatory Matters

General Overview

Note, the following overview is subject to and dfiedl by the more detailed descriptions in thedualing sections
entitled “United States Federal Regulation of Indak Hemp”, “State Regulation Industrial Hemp”, DR
Regulation”, “Future Uncertainty of Legal Statusida‘The Company’s Regulation Compliance Activities”

The Company does not produce or sell medicinakoreational marijuana or products derived therefriiraells
Industrial Hemp-based CBD products. While such potelcome from the same plant genus and specigissthial
Hemp and marijuana are legally distinct and areegaly regulated, respectively, by two separateranehing
bodies of law: the 2014 Farm Bill and the CSA. Istial Hemp, by legal definition, does not contairfficient
levels of THC to produce a psychoactive effect likarijuana.

Consequently, the Company’s products are not satduyant to the rules and regulations governingcthvation,
transportation and sale of medicinal or recreationarijuana. The Company cultivates, processessparts and

sells its products pursuant to the 2014 Farm Bild an accordance with applicable state and localsla
Internationally, products are sold in accordandd wie laws of the importing and exporting jurigiio.

See United States Regulatory Mattérs
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The Issuer

Offering Price
Offering Size

Over-Allotment Option

Closing

Use of Proceeds

Description of Share Capital

Shares Outstanding

Shares held by the Selling
Shareholders Following Closing

THE OFFERING

Stanley Brothers Holdings Inc.
C$e per Offered Share.

e Offered Shares for aggregate gross proceeds ef (C$e assuming the Over-
Allotment Option is exercised in full).

The Company and the Selling Shareholders have @gtee grant to the
Underwriters an Over-Allotment Option, exercisaislevhole or in part at any time
and from time to time for a period of 30 days faling the Closing to purchase up
to an additionak Offered Shares from the Selling Shareholders ésgnting 15%
of the Offered Shares offered pursuant to the @iy on the same terms as set
forth above solely to cover over-allotments, if amyd for market stabilization
purposes. SedPlan of Distributiori and “Principal and Selling Shareholdérs

The Closing is expected to occur on or abeu018 or such other date as the
Company and the Underwriters may agree, but ines@nt no later tham, 2018.
See Plan of Distributiori.

The Company estimates that the net proceeds t&€dmepany from the Offering
will be approximately C& million, after deducting the estimated Underwster
Fees of C$ and the expenses of the Offering, which are expetd be C8$. The
Company intends to use the net proceeds from tHeri@f for expansion of
production capacity, cultivation infrastructuresearch and product development
and working capital and general corporate purpoBes.Company will not receive
any proceeds from the exercise of the Over-Allotm@ption. See Use of
Proceeds

Upon completion of the Offering, the Company’'s awired share capital will
consist of (i) an unlimited humber of Common Sha(@san unlimited number of
Proportionate Voting Shares; and (iii) an unlimitedmber of preferred shares,
issuable in series. SeBéscription of Share Capital

Generally, the Common Shares and ProportionatenyoBhares have the same
rights, are equal in all respects and are treatethé Company as if they were
shares of one class only.

Immediately after the completion of the Offeringlahe Reorganization, assuming
no exercise of the Over-Allotment Option, an eqléwh of ¢ Common Shares
(assuming the conversion of all Proportionate \@p@hares to Common Shares on
the basis of 400 Common Shares for one Proporgoviating Share) will be issued
and outstanding on a non-diluted basis. SBestription of Share Capital -
Authorized Share Capital Upon Completion of theefiify - Conversion Rights
and Transfers

In the event that the Over-Allotment Option is exsed in full, the Selling
Shareholders will, collectively, own an equivalefite Common Shares (assuming
the conversion of all Proportionate Voting Shae€bmmon Shares on the basis
of 400 Common Shares for one Proportionate Voting Shaegresenting %
equity and voting interest in the Compar®{ on a fully-diluted basis). The
foregoing excludes all options that have been oy b issued prior to or upon
Closing. SeePrincipal and Selling Shareholdérand “Risk Factors.
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Shares to be Owned by the
former SBI Shareholders
Following Closing

Conversion Rights

Voting Rights

Dividend Policy

Immediately following the Closing, all of the exisd SBI Shareholders will
exchange their common stock of SBI for Proportien&hares of the Company
pursuant to an internal reorganization. Se&orporate Structure —
Reorganizatioh

Immediately after the completion of the Offeringdathe Reorganization, the
former SBI Shareholders, collectively will own aguévalent ofe Common Shares
(assuming the conversion of all Proportionate \@p@hares to Common Shares on
the basis of 400 Common Shares for one Proporgoviating Share), representing
a % equity and voting interest in the Compamy4 on a fully-diluted basis), and

if the Over-Allotment Option is exercised in futhe former SBI Shareholders,
collectively, will own an equivalent af Common Shares (assuming the conversion
of all Proportionate Voting Shares to Common Sharethe basis of 400 Common
Shares for one Proportionate Voting Share), reptese a #% equity and voting
interest in the Company o on a fully-diluted basis).

Proportionate Voting Shares, and any fractionseibiermay at any time, at the

option of the holder thereof, be converted into Gown Shares at a ratio of 400
Common Shares per Proportionate Voting Share. Tapd®ionate Voting Shares

are automatically convertible into Common Sharedeurertain circumstances. No
fractional Common Shares will be issued on any ecsien and any fractional

Common Shares will be rounded down. Common Shawmgs ah any time, at the

option of the holder and with the consent of themPany, be converted into

Proportionate Voting Shares on the basis of 400 i@om Shares for one

Proportionate Voting Share. SeBdscription of Share Capital - Authorized Share
Capital Upon Completion of the Offering - ConversRights and Transfets

The Proportionate Voting Shares are not transfegrabithout Board approval,
except to Permitted Holders and in compliance Wit8. securities laws.

All holders of Shares will be entitled to receivetine of any meeting of
shareholders of the Company, and to attend, vote speak at such meetings,
except those meetings at which only holders ofexifip class of shares are entitled
to vote separately as a class under the BCBCA.

On all matters upon which shareholders of the Cawp@ae entitled to vote, each
Common Share is entitled to one vote; and eachdptiopate Voting Share is
entitled to 400votes per whole Proportionate Voting Share. Eadttimnal
Proportionate Voting Share is entitled to the numbé votes calculated by
multiplying the fraction by 400. SeeDéscription of Share Capital — Voting
Rights.

Unless a different majority is required by law dret Company’s Articles,
resolutions to be approved by holders of Sharesinecapproval by a simple
majority of the total number of votes of all Shacast at a meeting of shareholders
at which a quorum is present based on the votirglements of each class of
Shares as described above.

The Company intends to retain any future earningubd the development and

growth of its business and does not currently gdte paying dividends on the
Shares. SeeDividends or Distributions
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Dividend Rights

Liquidation Rights

Take-Over Bid Protection

Lock-up Agreements

Risk Factors

Holders of Shares are entitled to receive dividendf the assets available for the
payment of dividends at such times and in such amand form as the Board of
Directors may from time to time determine, subgecany preferential rights of the
holders of any outstanding preferred shares, orfdit@ving basis, and otherwise
without preference or distinction among or betwden Shares: each Proportionate
Voting Share will be entitled to 400 times the amopaid or distributed per
Common Share. Se®géscription of Share Capital — Dividend Rights

In the event of the liquidation, dissolution or ding-up of the Company or any

other distribution of its assets among its shamdsl for the purpose of winding-up
its affairs, whether voluntarily or involuntariljthe holders of Shares will be

entitled to receive all of the Company’s assetsaiaing after payment of all debts

and other liabilities, subject to any preferentigjhts of the holders of any

outstanding preferred shares, on the following fyasind otherwise without

preference or distinction among or between the €&sharach Proportionate Voting
Share will be entitled to 400 times the amountritisted per Common Share. See
“Description of Share Capital — Liquidation Rights

The Articles will provide the holders of Common &acertain conversion rights
in order to ensure that, in the event of a taka-twe for the Proportionate Voting
Shares that is not made for the Common Shares uinadgnt terms, the holders of
Common Shares will be entitled to participate oregnal footing with holders of
Proportionate Voting Shares in such an offer. $@estription of Share Capital —
Take-Over Bid Protectidn

The Company and each of its senior officers, dimescand certain shareholders, and
each such person’s associates and affiliates, dr@ed, subject to certain limited
exceptions, not to directly or indirectly offersige, sell, grant, secure, pledge, or
otherwise transfer, dispose of or monetize, or gada any hedging transaction, or
enter into any form of agreement or arrangementctivesequence of which is to
alter economic exposure to, or announce any imenitd do so, in any manner
whatsoever, any Common Shares or securities cdibleeibto, exchangeable for,
or otherwise exercisable to acquire Common Sharether equity securities of the
Company for a period of 180 days after the Cloghage, without the prior written
consent of the Lead Underwriter, such consent adiet unreasonably withheld,
except, as applicable, in the case of the Companth@® applicable person, in
conjunction with: (i) the grant or exercise of d$tooptions and other similar
issuances pursuant to the LTIP and other share eosation arrangements,
provided that the exercise price in respect of stogk option grants is not less than
the Offering Price; (ii) the exercise of outstarglimarrants; (iii) obligations of the
Company in respect of existing agreements; (ii@ iksuance of securities by the
Company in connection with acquisitions in the nakeourse of business; or (iv)
in the case of a person other than the Compargrder to accept a bona fide take-
over bid made to all securityholders of the Compamy similar business
combination transaction.

An investment in the Offered Shares should be demnsd highly speculative due to
the nature of the Company’s business - in particiteearly stage of development.
Pursuant to the Reorganization, the business o€timapany will consist solely of
the business of SBI. The Company’s business wikldgect to the risks normally
encountered in the consumer-packaged goods indusryell as risks unique to
the Company and its plan of operations. Such ris&kiding risks related to the
regulatory environment, including risks of changesstate laws pertaining to
Industrial Hemp, international regulatory risks,certainty caused by potential
changes to the regulatory framework, risk of erdarent or other regulatory action
by the FDA in respect of inclusion of CBD as a digtingredient, and risk of
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enforcement action by the DEA in respect of CBDaaontrolled substance. The
Company’s business is subject to other risks, dioly product viability, reliance
on the Stanley Brothers brand, risks relating tdusiry and intra-industry
competition, agricultural operations, dependence specific strains of plants,
management of rapid growth, retention of key pemsgrmarket pressure, changes
in consumer behavior and conflicts of interest keetw shareholders and
management.

There are additional risks to purchasers of Off@bdres associated with the nature
and structure of the Offering such as: there iscawent market for the Offered
Shares, and dividends may never be declared.

See Notice to Investors Forward-Looking Statemeri{s“Notice to Investors
Forward-Looking Statements relating to Growth St and “Management’s
Discussion and Analysisfor additional information concerning our straieg
assumptions and market outlook in relation to thaseessments. SedRisk
Factors and the other information in this prospectus &odiscussion of the risks
that an investor should carefully consider befogeiding to invest in the Offered
Shares.

An investment in Offered Shares is suitable for oy those investors who are
willing to risk a loss of their entire investment aad who can afford to lose their
entire investment. Subscribers should consult theipwn professional advisors
to assess the income tax, legal and other aspecfsaa investment in Offered
Shares. SeeRisk Factors'.
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Selected Consolidated Financial and Operating Infanation of SBI

The following table sets out selected historicahficial information as at and for the periods iathd. Investors
should read the selected historical financial imfation in conjunction with SBI's management’s dission and
analysis, SBI's audited consolidated financial estaénts and unaudited interim condensed consolidatadcial
statements and the accompanying notes theretodexdtlin this prospectus undevidanagement’s Discussion and
Analysi$ and in Appendix “FS”. The selected historicaldircial information has been prepared in accordaiitte
IFRS. This information is presented on a pre-Reamgdion basis.

Three Months Ended Year Ended Year Ended

March 31, 2018 Dec 31, 2017 Dec 31, 2016
(US$ millions, except per share amounts) (unaudited) (audited) (audited)
Total Revenue 131 40.0 14.7
Adjusted EBITDAY 45 14.1 2.0
Net Income 3.1 7.5 0.6
Profit Per common share, basic and fully diluted .3500.33 0.85/0.79 0.07/0.06
Total Assets 243 19.5 8.3
Total Liabilities 8.3 6.8 3.6

Note:

(1) EBITDA and Adjusted EBITDA are non-IFRS financiatasures. SeNbtice to Investors - Non-IFRS Financial Measured industry
Metrics’ and “Management’s Discussion and Analysis - Adjusted BBI.
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CORPORATE STRUCTURE

The Company was incorporated on May 18, 2018 utttdeBusiness Corporations A¢British Columbia) (the
“BCBCA”). The Company’s head office is located at 242th55ireet, Suite 200, Boulder, Colorado 80301, &¢hit
States and its registered and records office iatémt at 2800 Park Place, 666 Burrard St, Vancousstish
Columbia V6C 2Z7, Canada

Stanley Brothers, Inc. was incorporated under #weslof Delaware on June 15, 2018 and is a whollyealv
subsidiary of the Company. The registered officeSténley Brothers, Inc. is located at Corporati@rvise
Company, 251 Little Falls Drive, City of Wilmingtp@ounty of New Castle, Delaware 19808, UnitedeStat

CWB Holdings, Inc. (CWB") was incorporated under the Colorado Businesp@uattion Act (CBCA”). CWB
was initially formed December 8, 2013 under the aa&tanley Brothers Social Enterprises, LLC, andame 19,
2015 changed its name to CWB Holdings, LLC. On Dawer 30, 2015 it converted from a limited liability
company to a corporation pursuant to Colorado lad éhanged its name to CWB Holdings, Inc. The tegisl
office and head office of CWB are located at 248 Street, Suite 200, Boulder, Colorado 80301 tddhStates.
The telephone number is (720) 487-9500.

Existing Organizational Structure

The Company has been created to indirectly accanick hold all of the capital stock of CWB. The foliag
organizational chart indicates the organizatiotraicture (including jurisdiction of formation organization of the
entities shown) of the Company and CWB prior toR@®rganization.

Existing
Shareholders
of CWB

Initial
Shareholder

Stg::?j?ngzr:rs CWB Holdings, Inc.
' Colerado
(British Columbia) ( )

100%

Stanley Brothers, Inc.
(Delaware)

Reorganization

Immediately following the Offering, the Company a88l intend to complete the following reorganizatisteps
(collectively, the Reorganizatior) pursuant to a merger agreement (tMefger Agreement’) to be entered into
between the Company, CWB and Stanley Brothers, Inc.

To effect the Reorganization and acquire CWB: WYE will merge into Stanley Brothers, Inc., a nevidtymed
wholly-owned Delaware subsidiary of the Companythwie surviving Delaware corporation to be nam8tafiley
Brothers, Inc.” (the Merger”); and (ii) as consideration for the Merger, theusholders of CWB will exchange
their shares in CWB for shares in the Company kswe:
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» the Company’s authorized share capital will be case solely of (i) an unlimited number of Common
Shares; (ii) an unlimited number of Proportionatgiivg Shares; and (iii) an unlimited number of predéd
shares, issuable in series. SBeScription of Share Capital

« CWB, a Colorado corporation, will merge with andoirStanley Brothers, Inc., a newly-formed wholly-
owned Delaware subsidiary of the Company, purst@mi@olorado and Delaware law. Stanley Brothers,
Inc. will be the surviving corporation and continage Stanley Brothers, Inc. and, through the MeiQ&vB
will become a wholly-owned subsidiary of the Compamd all of the existing shareholders of CWB wiill
exchange their securities as follows (tfiRebrganization Consideratiori):

o the shares of common stock of CWB owned as of iniatelg prior to the effective time of
the Merger (other than any dissenting shares, ssribed below) will be converted into the
right to receive from the Company one (1) Propodie Voting Share for every 44.444
shares of common stock of CWB exchanged (portionate Exchange Ratid), which
ratio is intended to give effect to a 9:1 splittioé common stock of CWB in connection with
the exchange of such stock for Proportionate VaBhgres; and

o all outstanding options or other convertible se¢@siof CWB will be amended or converted
into the right to acquire Proportionate Voting Stsafrom the Company upon materially the
same terms, taking into account the Proportionatth&nge Ratio and an adjustment of the
exercise price accordingly.

e All of the issued and outstanding shares of CWB el cancelled and the shareholders of CWB wilkeea
to have any rights in CWB other than the rightedoeaive the Reorganization Consideration or anytsigh
dissenting shareholders, as applicable.

e The Company shall issue the Reorganization Corstiderto the former holders of CWB securities.

Prior to implementing and in order to effect theoRgnization, in accordance with the CBCA, Delaw@eneral
Corporation Law and SBI's restated certificate médrporation, CWB will obtain the approval of itedrd of
directors and a majority of the outstanding shafespital stock held by CWB shareholders entittesote.

Organizational Structure Following Closing

The following organizational chart indicates then@pany’s organizational structure (including jurigdn of
formation or organization of the entities showrtgafjiving effect to the Offering and the Reorgatian.

Existing
Shareholders of Public Shareholders
CWB

Stanley Brothers
Holdings Inc.
(British Columbia)

100%

Stanley Brothers, Inc.
(Delaware)
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Notice of Dissenters’ Rights

Dissenters’ or appraisal rights are statutory sghat, if applicable under law, enable sharehslderdissent from
an extraordinary transaction, such as a mergertaddmand that the corporation pay the fair védueheir shares
as determined by a court in a judicial proceedimgjeiad of receiving the consideration offered taraholders in
connection with the extraordinary transaction. A&l Shareholder who did not vote in favor of therlygg may
dissent from the Merger and obtain payment of fa& Value” of his, her or its shares as determimedccordance
with Article 113 of the CBCA, provided that suchasiholder strictly complies with all of the prowss of Article

113. To be entitled to exercise dissenters’ rigtits, shareholder must deliver, within 30 days aféeeipt of the
written dissenter’s notice from CWB, written notit® CWB of such shareholder’s intent to demand paytnfior

his, her or its shares if the Merger is effectuateailure to comply strictly with all of the proagmes set forth in
Article 113 of the CBCA will result in the loss afshareholder’s dissenters’ rights.

Among other requirements, to be entitled to exerdissenters’ rights, the shareholder must delivéghin 30 days

after receipt of the written dissenter’'s noticenfrc€ WB, written notice to CWB of such shareholdaritent to

demand payment if the Merger is effectuated and ts or its share certificates to the addressigealvin the

dissenters’ notice. A shareholder who does not denmayment or deposit his, her or its certificatgsthe time

specified in the dissenters’ notice will not beitled to payment for his, her or its shares underdissenters’ rights
sections of the CBCA and will instead be entitledréceive the Merger consideration pursuant toMegger

Agreement.
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BUSINESS OF THE COMPANY

Upon completion of the Offering and the Reorgamizgtthe business of the Company will consist sotel the
business of SBI, therefore the followingusiness of the Compdrsection describes the business of SBI.

Overview

SBI is a market leader in the production and distion of innovative hemp-based, CBD wellness potslu
Through its vertically integrated business mod8l, Srives to improve customers’ lives and meetrtdemands for
stringent product quality, efficacy and consisteri881 does not produce or sell medicinal or redo@al marijuana
or products derived therefrom.

SBI's products are made from high quality and pietpry strains of whole-plant hemp extracts coritgra full
spectrum of phytocannabinoids, including CBD, teg® flavonoids and other minor but valuable hemp
compounds. SBI believes the presence of theseusmdompounds work synergistically to heighten tfiects of
the products, making them superior to single-compld@BD isolates.

Hemp extracts are produced from Industrial Hempggckvis generally speaking Cannabis with less th&&0THC.
THC causes psychoactive effects when consumed saatypically associated with marijuana (i.e., Cansakith
high-THC content). SBI does not produce or selliciadl or recreational marijuana or products detiffem high-
THC Cannabis/marijuana plants. Industrial Hemp potsl have no psychoactive effects.

SBI's current product categories include tinctufiesuid product), capsules and topical productsinRed product
categories include powdered supplements, single-oeeerage, sport and professional (dedicated hezite
practitioner products). SBI's products are distrénlithrough its e-commerce website, select whaesand a
variety of brick and mortar retailers.
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SBI grows its proprietary hemp on farms leaseddrtheastern Colorado and sources high quality hémgugh
contract farming operations in Kentucky and Oregmifurther described below.

SBI continues to invest in R&D efforts to identifiew product opportunities. SBI plans to scale itsdpction
capacity and sales and marketing infrastructuredessand for its products continues to increase. dgament
believes the timing is right to invest in expandprbduction capacity to address emerging new product
opportunities, take further control of the supphain and proactively define the competitive langgecs&BI intends

to capitalize on the rapidly emerging CBD wellnpssducts industry by driving customer acquisitionl aetention,

as well as accelerating national and internatioetalil expansion.
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History and Development of the Company

The Stanley Brothers

Now based in Colorado, SBI's founders, the sevanl8y brothers, began their lives in Texas and Kkiza before
their family moved north to the mountains of CotbwaThe brothers, Josh, Joel, Jesse, Jon, Jordaed dnd J.
Austin (the ‘Stanley brothers’), have committed their professional careers téeafiating healthcare and
environmental related societal change through rekaato plant-based medicines, responsible adticall methods
and conscientious business practices. Since 20@8Stanley brothers have been engaged in reseatatthe
medicinal properties of all forms of Cannabis. insp by the powerful properties of cannabinoidsytbescovered
in their research, the Stanley brothers foundedisSBlecember 2013.

Charlotte’s Story

SBI markets its products under the Charlotte’s Wednd. The inspiration for the brand began in 2@h2n the
Stanley brothers met five-year old Charlotte Figithe time, the Stanley brothers were breedingtgléhat were
high in CBD content and low in THC content. Theyl iandly named the plants the “Hippie’s Disappoietiti due
to their lack of psychoactive characteristics. @itter has a form of epilepsy called Dravet Syndroamad as a
result she experienced severe frequent daily dfglegizures. In a final effort to help their datagh Charlotte’s
parents approached the Stanley brothers to seeeyf tould create a high-CBD, low-THC extract thauld

positively impact Charlotte. After receiving appab¥rom Charlotte’s doctors, Charlotte’s parentmadstered the
extract, and within a week, Charlotte’s well-behrad significantly improved.

In 2013, CNN’s Chief Medical Correspondent, Dr. @gnGupta, shared Charlotte’s story in his docueser
“Weed". This documentary led to nation-wide expesof Charlotte’s story. SBI estimates that shddlipwing the
documentary, the wait list for the extract had skijteted to more than 15,000 families.

Key Milestones

Over the last decade, the Stanley brothers andh@Bé evolved from the proprietary development dcfirmyle
Industrial Hemp strain, containing high levels dBIY, to a market leader in the production and distion of
innovative hemp-based, CBD wellness products. Tginoits vertically integrated business model, SBives to
improve customers’ lives and meet their demandstfimgent product quality, efficacy and consisienc

Set out below are the key events and milestoneshafave influenced the general development of SBisness:

 In 2010, after years of research into meeting comwsg’ desire for the wellness benefits of non-
psychoactive Cannabis, the Stanley brothers begseding plants with high-CBD and low-THC content.
This led to the development of the Hippie's Disappuent strain.

* In 2012, Charlotte’s parents approached the Stamiethers to see if they could create a high-CRb-|
THC extract that could positively impact Charlogt&rell-being. On August 11, 2013, CNN Chief Medical
Correspondent and Neurosurgeon Dr. Sanjay Gupd aidocumentary featuring the Stanley brothers and
Charlotte Figi. The documentary generated substadiémand for CBD-rich products and created a
waitlist for SBI's products, which SBI estimateggrto more than 15,000 families.

* On December 8, 2013, in anticipation of the passihthe Agricultural Act of 2014 (i.e. the 2014 Rar
Bill), SBI was formed under the name Stanley Broth8ocial Enterprises, LLEn February 7, 2014,
President Obama signed the 2014 Farm Bill. The famely Section 7606, permitted the legal growth,
cultivation and marketing of Industrial Hemp undericultural pilot programs authorized by state iaw
the United States.

 In March 2014, SBI established its first commercial cultivat operations in northeastern Colorado
including greenhouses for propagation and landofadoor growing of its proprietary Industrial Hemp
crops. In June 2014, SBI planted its first outdomp in northeastern Colorado, and in July 2014l SB
moved into its first 5,500 square foot manufactyracility in Boulder, Colorado. In November 208BI
completed its first harvest of hemp following ieglization under the 2014 Farm Bill, and in Decemb
2014, SBI opened its Denver headquarters.
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e In February 2015, within twelve months of the signbf the 2014 Farm Bill, SBI had produced enough
product to eliminate the customer wait list thatiea over from the impact of the CNN docu-series.

* In May 2015, SBI introduced an expanded produe tminclude everyday health and wellness products,
in addition to its original high potency produd,gerve a more diverse customer base.

e In June 2015, SBI’s first crops were planted in eky for seed production and the development of ne
harvesting technology to provide improved efficigna processing wet material from the fields. In
December 2015, SBI moved from its original manufeog facility to its current 40,000 square foot
manufacturing facility in Boulder, Colorado to anomodate the increased demand for its products.

« On December 18, 2015, th@onsolidated Appropriations Act, 2016became law after signature by
President Obama. This bill reaffrmed the rights Influstrial Hemp producers with respect to the
cultivation and sale of their products. In additi@ongress prohibited the DEA from interfering witte
interstate sale or transport of hemp products sscBBI’s.

* In November 2016, SBI introduced its first capspteduct line. In February 2017, SBI launched a new
product called PAWS, for canine use.

e InJune 2017, SBI expanded its operations to irclu@3,000-square foot product storage, distribudiad
fulfillment facility in a suburb of Denver, Colorad In December 2017, SBI launched its first topical
product line.

«  On March 23, 2018, theonsolidated Appropriations Act, 20¥&ecame law after signature by President
Trump. This bill reaffirmed the rights of Indusirtdemp producers with respect to the cultivatiod aale
of their products.

* On April 12, 2018, U.S. Senate Majority Leader MitdcConnell (R-KY) introduced the Hemp Farming
Act of 2018 (HFA" or “Senate Bill 2667), which would permanently legalize Industrial Hemnemoving
it from the purview of the Controlled Substancegs,And classifying it as an agricultural commod®n
April 13, 2018, U.S. Congressmen Jamie Comer (R-ENYJ Jared Polis (D-CO) introduced a companion
bill, H.R. 5485, in the House of Representativasring the same mission and language as the HFA.

» The HFA was included in its entirety in the Senzagesion of the 2018 Farm Bill, which was approvgdb
20-1 vote in favour by the Senate Agriculture Cotteei on June 13, 2018. The senate version of thé 20
Farm Bill is expected to be considered by the Sdhate before July 4, 2018.

Investment Highlights

Leading Market Position in a Rapidly Growing Segimen

Charlotte’s Web is the #1 brand by market sharthénhemp-derived CBD supplements segment. In ti$e, the
segment is expected to grow rapidly from US$174ionilin 2016 to US$1.6 billion in 2021, represegtia CAGR

of 55% over the periotf.In 2016, Charlotte’s Web accounted for approxifya886 of reported category sal&s.
After the leading two brands in the industry, nbastbrand in the category had more than a 2% sifesales and
93% of brands registered less than US$1 milliosdtes or less than 100 distribution points, or Bbin 2017,
SBI's market share was approximately 14% (base&Bis 2017 revenues in an estimated US$287 milliemp
CBD market)?> With SBI's current brand leadership position ardnped growth strategies, SBI aspires to be a
global brand and market leader in the hemp-der@®@B supplements space.

pL.114-113
Bp.L. 115-141
1% source: Brightfield Report.
20 source: Brightfield Report.
2 Source: Brightfield Report.
2gource: Brightfield Report.
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Established and Trusted Charlotte’s Web Brand

SBI believes that Charlotte’s Web is one of the tmresognized brands in the hemp-derived CBD suppigs
segment. Historical media coverage that referer&Blbs brand includes CNN, CBS, the New York Timesla
Forbes. This recognition is driven by what SBI &edis is the highest quality product in the industeyived only

from family farms in the United States (i.e. no ongd hemp or hemp extracts). Charlotte’s Web trasviy

significantly since its humble beginnings with théginating Stanley brothers, but the soul andispfrthe Stanley
brothers and their sense of family runs deep witherorganization. SBI continues to strive to |#ael industry in

quality, safety, consistency and social resporigibiio support thousands of lives daily through thee of

Charlotte’s Web products.

Positive Industry Trends Support Continued Growth

SBI competes in a fast-growing hemp-derived CBDp$tipents market. In the United States, the market i
expected to grow from US$174 million in 2016 to USbillion in 202%% and management believes expansion
internationally is expected to have similar growates.

The U.S. supplements industry was estimated at W&fiiflon in 2016 and is expected to grow to oveB3330
billion by 2020?* SBI operates in the hemp-derived CBD supplemeatsgory of this market, a fast-growing
segment with an estimated compound annual growghtnaough 2021 of 55%.With an estimated market size of
US$1.6 billion by 2021 for the hemp-derived CBD plgments category and the wider industry continuimg
demonstrate steady growth, there is strong sup@o8BI to continue its growth trajectof.

Similarly, as consumers gravitate towards prodwitis ingredients they trust and can easily undedst&BI is well
positioned to capitalize on these consumer trethds,to its commitment to quality throughout the@yhain as
well as cleaner product formulations that are idezhto maximize understanding and acceptance d$ pBiducts.

Continued Innovation to Expand Market Leading PotdRortfolio

SBI understands that R&D, innovation and new prodigvelopment is key to maintaining its market lagd
product portfolio. SBI's current product portfoliopmbined with planned future products, are expktitecover a
wide array of botanical wellness products that miecustomers with everyday health and wellnesstisaols they
can trust. Future products include tinctures, clgssyowdered supplements, single-use productgaioproducts,
beverages, sport and professional (dedicated hemi¢hpractitioner products).

Scalable Cultivation and Production Platforms

SBI has cultivation plans for approximately 300eacof irrigated farmland from ten farms in threates for the
2018 growing season, of which, 165 acres are egfdot be planted with SBI's proprietary hemp gersetluring
the 2018 calendar year. Management believes tl#sades will produce an estimated 250,000 to &0pduUNds
of Industrial Hemp during the 2018 harvest peridépendent on the regional yield variables assatiati¢h

growing Industrial Hemp).

SBI's current cultivation practices have been eegiad for scalability to meet sales demand prajestiSBI has
conducted extensive R&D to demonstrate that it seale its United States cultivation operations ificantly
without sacrificing quality and consistency. Futepgansion will focus on infrastructure to diveysifeed supply
and further mechanization of harvest operations.

SBI operates a 40,000-square foot manufacturing R&D facility and a separate warehouse and distidiou
center. Management estimates that annually, SBpoaduce 3,000 kg of alcohol-extracted hemp extact 2,900
kg of CO-extracted hemp extract and approximately 16,000nB(bottles or 8,000 100 mL bottles per day. SBI
operates its finished products manufacturing inoed@nce with cGMP and strives to exceed these atdado
create the highest quality products in the market.

% Source: Brightfield Report.
24 source: New Hope Network, 20th Annual NBJ Sumn8upplement Industry Market Overview 2017.
% 3ource: Brightfield Report.
% Source: Brightfield Report.
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Strong Financial Performance

SBI believes that its high-quality products, brawlareness, consumer loyalty, efficient supply clzaid prudent
business and financial management have contritiatettong and consistent financial performancee@dinancial
highlights include the following:

* Revenue grew from US$14.7 million in 2016 to US$4million in 2017, representing growth of 172%
year-over-year

e Gross profit grew from US$9.6 million in 2016 to $29.9 million in 2017, representing growth of 212%;
gross profit as a percent of revenue was 65% af@ii016 and 2017, respectively

e Adjusted EBITDA grew from US$2.0 million in 2016 tdS$14.1 million in 2017; Adjusted EBITDA as a
percent of revenue was 14% and 35% in 2016 and, 2833ectively

e For the three months ended March 31, 2018, the @oyngenerated revenue of US$13.1 million, gross
profit of US$10.5 million and Adjusted EBITDA of 1$8.5 million

Revenue Gross Profit Adjusted EBITDA
(USS millions) (USS millions) (USS millions)
40.0 20.9 141
14.7 13.1 96 10.5 45
2.0
2016 2017 Q1-2018 2016 2017 Q1-2018 2016 2017 Q1-2018

Experienced Management Team to Lead Growth

SBI leverages the entrepreneurial leadership dbitaders and the professional experience of itsagament team,
both of which are deeply committed to SBI’s visionission and social values. The team works in &alotative
manner that creates a dynamic professional enviemhmThere exists a healthy cross section of eitens
experience in distribution, cultivation, sales, iealogy, finance, customer service, CPG, marketimgsiness
development, acquisitions, capital markets and ataakalysis, all of which are key to SBI's fututesess.

Growth Strategy

SBI has a successful history of growing revenuessiits first significant product sales began in 8fiaR015. In
2017, revenue grew by 172% over 2016. Adjusted ElNGrew by 605% over the same period. SBI contirtoes
be a leader by revenue in its segment, and it \mdiét will continue to realize growth while impiiog overall
profitability.

SBI believes it has an opportunity to achieve tiiliing financial targets for 2018:

» Estimated total annual revenue of US$65 to US$dbomj an increase of US$25 to US$40 million
over 2017

» Estimated total annual Adjusted EBITDA of US$23U&$30 million, an increase from US$14.1
million in 2017

e Implies Adjusted EBITDA as a percent of revenu@s# to 37%
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SBI believes it has an opportunity to achieve tilWwing financial targets for 2019:

« Estimated total revenue of US$120 to US$170 million
» Estimated Adjusted EBITDA margins of 35% to 37%

Depending on the timing of key acquisitions, sigateelationships and international expansion,aheve annual
revenue amounts and corresponding Adjusted EBITDAownts could produce additional year-over-year
improvement.

Assumptions

The foregoing financial targets and guidance aseth@n the following assumptions, among others:

e Continued incremental growth in the Company’s éxgsproduct lines

* The introduction of five to seven new products ptie end of calendar year 2019

* International expansion into western Europe, Sdutterica, and Asia with initial efforts beginning in
late 2018 and an established presence in one @& ofidhese regions by mid-year 2019

* The continued increase in bricks-and-mortar presevith over 3,000 points of distribution in place b
the end of 2018 and continued growth throughou8201

e The availability and investment in new and expandeshufacturing and cultivation infrastructure to
meet expanding customer demand for the Compangtiusts

* Investment in expanded marketing programs to irelsocial media, blogs, print advertising, subject
matter experts and public speaking engagementsyahlustry events

The financial outlook described und®#anagement’s Discussion and Analysis — Growth t8gyg” is forward
looking information for purposes of applicable sd@ies laws in Canada and readers are thereforgoceal that
actual results may vary from those described therBee Notice to Investors - Forward-Looking Statements
relating to Growth Stratedyand “Risk Factor elsewhere in this prospectus for a descriptionhef assumptions
underlying the forward-looking statements and @f fisks and uncertainties that impact our busiaesisthat could
cause actual results to vary.

The following are the principal strategies SBI withploy to drive its profitable growth and cashwilgeneration:

Building Brand Awareness

Management believes the Charlotte’s Web and StaBitethers brands are among the strongest in the, @B8Bip
and Cannabis industries. Brand recognition willtoare to be driven by several factors includiny:nfiedia events
similar to what has historically occurred with SBtluding CNN, CBS, the New York Times and Forb@semail,

social media and blogs; (iii) use of subject matgperts; (iv) legislative participation; and (Wilgic speaking
engagements at key industry events. In additiothése active outlets to build brand awareness, [B#&is to
support word-of-mouth endorsements and testimoriial® its customers who are advocates for its bsasad
products.

Growth from the Existing Product Portfolio Throultarketing Initiatives

SBI's marketing mix is being optimized in order ¢onnect with more consumers and guide them thrdbgh
buying process. A collaborative, integrated effaith content and public relations teams is underwétyh the

objective to optimize search engine results anérlye social media and display advertising platfor8BI is

working to segment and analyze customer data iardenhance the customers’ experience to colwevisers
into buyers and drive repeat purchases. SBI is tasgeting major food and mass market accountddgi@nal

distribution platforms. These accounts are expettiezhable SBI to gain broader distribution, opew tonsumer
segments, and drive growth through increased awasegronsideration and purchase.
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Introduction of New, Differentiated Botanical Praiisi

SBI is currently marketing a variety of hemp-dedvEBD tinctures, capsules and topical products wurtde
Charlotte’s Web and CW trade names. Through reke&BI| has prioritized several new primary and sdeoy
product categories, including tinctures, capsyp@syders, sports performance products, topical/ctsmeoducts,
infused beverages and hemp-infused pet productisegiects that not all of its future products vatintain hemp
extracts, but the focus will remain on botanicaddrhwellness products.

International Expansion

SBI believes that global distribution is paramotmits growth in the next 24 months, with near-tdoous on the
European Union, South America and Asia. To achibiginternational reach, SBI is planning to eithartner with
distributors and/or manufacturers in these intéonat locations or create its own foreign licensedbsidiaries to
transact business in the regions. SBI will be camib weighing the trade-off of each option agaihst impact on
sales volume opportunities and profitability ratios its decision-making process. Expansion into itaithl
jurisdictions will be done in compliance with amalble regulatory requirements in such jurisdictiand the cost
and complexity of such compliance will form parttbé strategic evaluation process for any propespdnsion.

Improved Distribution

At the end of 2017, SBI's products were sold inrappnately 2,000 locations. Currently, products acdd in
approximately 2,700 locations, and are expectecbttinue to increase. SBI distributes its prodictthe United
States and on a limited basis internationally. Espan is expected to continue both in the Unitedtest and
internationally. Future distribution channels aftanped to include national retailers (including @gs and drug
chains), vitamin and supplement retailers and abtimod stores. SBI believes it will have over 3Qfoints of
distribution by the end of 2018.

Acquisition of Strategic Complementary Companies

SBI intends to leverage its global relationshipd amtwork of industry participants and advisorsttively source
and identify acquisition opportunities. SBI expetdsselectively pursue compelling acquisitions tleaerage and
complement SBI’s strengths in sales, marketing, pesduct development, quality, production, andriistion.

Certain criteria will be employed in pursuing pdtehacquisition candidates including: (i) brandpguct and
channel synergies; (ii) attractiveness of prodeatar; (iii) integration synergies; (iv) producti@apabilities; (v)
distribution network; (vi) geographic reach; and)(financial performance. SBI expects to fund ghegquisitions
through a combination of cash flow, debt and/oritggif available.

Business Objectives and Strategy

SBI is a market leader in the production and distion of innovative hemp-based, CBD wellness potslu
Through its vertically integrated business mod8l, Srives to improve customers’ lives and meetrtdemands for
stringent product quality, efficacy and consistency

SBI’s goals as a subset of its business objectiwesstrategy include:

» Helping over one million families restore hope aodtrol in their lives by the end of 2020;

* To become a global industry leader in researchianovation including changing perceptions of hemp-

based wellness products; and
» Deliver the most consistent and trusted produesithprove customers’ quality of life.
The above statements capture the essence of Sidiadss strategy and pioneering vision of its feusdSBI

strives to realize significant growth by expandfagther into the health and wellness sector, whdpitalizing on
SBI’s unique differentiators to create sustainafalieie.
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Lastly, in accordance with SBI's social respongipilgoals, Charlotte’s Web supports several norfipro
organizations that utilize its products or thatttier consumer education, advocacy and researdieitnémp and
CBD market places.

Industry Overview

SBI is a market leader in the production and distion of innovative hemp-based, CBD wellness potslu
Through its vertically integrated business mod@l, Srives to improve customers’ lives and meetrtbemands for
stringent product quality, efficacy and consistency

SBI's products are made from high quality and pietpry strains of whole-plant hemp extracts coritajra full
spectrum of phytocannabinoids, including CBD. Heextracts are produced from Industrial Hemp, whish i
generally speaking Cannabis with less than 0.3% .TH@C causes psychoactive effects when consumedsand
typically associated with marijuana (i.e. Cannahith high-THC content). SBI does not produce of sedicinal

or recreational marijuana or products derived filugh-THC Cannabis/marijuana plants. Industrial Hgmpducts
have no psychoactive effects.

Historically, the health and wellness benefits efrp-based products focused on protein and nutaitioih content.
Hemp seeds are known to provide both protein andabée omega fatty acids. However, beginning whi t
publication of United States Patent No. 6,630,5&n0abinoids as antioxidants and neuro-protectéassgd to the
United States Department of Health and Human Sesvian October 7, 2003, consumer interest surrognttie
health and wellness benefits of cannabinoids gigmifcantly. This interest continued until the page of the 2014
Farm Bill, after which consumers were able to pasghCBD with greater ease.

Hemp extracts contain an assortment of naturalbuong substances, including phytocannabinoidgetees,
flavonoids and other minor but valuable hemp commgisu SBI believes the presence of various phytaainoids,
terpenes and flavonoids work synergistically tagh&n the effects of the products, making them sopto single-
compound CBD isolates. This assortment of hemp ocamgs is the basis for the theory known as theotaaige
effect” as introduced by Israeli chemists, Shim@am#shabat and Raphael Mechoulam, in 1998.

While complete scientific corroboration for the sisef CBD are still in their infancy, industry reporsuggest
consumers are using CBD for various applicatiotuiing assistance with sleep, daily stress, apxjin relief,
cognitive function and immune health, among ottpealiaations®’

In addition to the industry and consumer reportselswof CBD, significant research is currently baingducted on
the use of CBD as it relates to the following, amother topics:

* Epilepsy

* Post-Traumatic Stress Disorder
e Cancer

e Autism

* Neuroprotection

* Anti-Inflammatory Effects
*  Anti-Tumor Effects

* Anti-Psychotic Effects

The United States Supplements Industry Market Size

In the United States, dietary supplements are géipatefined under the DSHEA as products that atended to
supplement the diet and contain any of the follgndietary ingredients: (i) a vitamin; (i) a ming&réii) a herb or
other botanical (excluding tobacco); (iv) an amamd; or (v) a concentrate, metabolite, constituemntract, or
combination of any of the above. According to thetriion Business Journal, the United States Supptes
Industry was estimated at US$41 billion in 2016w&t6% growth over 2015 and is estimated to reaehn US$50

2" Source: Brightfield Report.
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billion by 2020% According to the Brightfield Group, by 2021, itéxpected that hemp-derived products reach a
market size of US$1.6 billiof.

Exhibit 1: US Supplemental Sales

(Figures in US$ millions)

$60,000
$50,000 -
$40,000

< $30,000

%!
$20,000

$10,000 -

S0

T

2009 2010 2011 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

T 1
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SBI believes that consumers are increasingly seaydor products made with high quality, simple riedients, a
trend that is visible in the growth of health fostdres like Whole Foods, as well as large CPG lsraedeloping
cleaner product lines without unnecessary additidéslsen notes that “this purchase behavior cordfithe notion
that consumers will gravitate toward products viitgredients they trust and can easily understdh&Bl is well
positioned to capitalize on these consumer tremmstd its commitment to quality throughout the dypghain as
well as its clean product formulations that arerated to maximize consumer understanding and aoteptof
SBI's products. SBI believes that informed conswsvae looking for alternatives to pharmaceuticaeobremedies
for health and wellness. SBI believes that, in negears, consumers have expanded their interesigplements,
self-care and homeopathic health.

The Hemp-Derived CBD Supplements Sector

The hemp-derived CBD supplements sector was fiesited by Section 7606 of the 2014 Farm Bill whewas
signed into law on February 7, 2014. The 2014 Failhdelegated the authorization to cultivate Inttizd Hemp to
the individual states of the United States. Sifa®4? total acreage of hemp grown in the UnitedeSthtas increased
to over53213,000 acres with an estimated 55% of ¢bétvation dedicated to hemp used in the prodactb CBD
extracts:

While United States-based hemp cultivation is atihetly new industry, there is significant interioagl acreage,
especially across the European Union and Canada.

%8 gource: New Hope Network, 2@nnual NBJ Summit — Supplement Industry Market @ieav 2017. Available at
http://www.newhope.com/sites/newhope360.com/filgpfEWest-2017-Supplements-Today-1.pdf

2 Source: Brightfield Report.

%0 Source: MediaPost, Nielsen Confirms ‘Clean’ LatBd®sting CPG Sales. August 24, 2017. Available at
https://www.mediapost.com/publications/article/3B6/ielsen-confirms-clean-labels-boosting-cpg-shted.

31 Source: New Hope Network, The CBD Summit. MarcB(18.

-38 -



Exhibit 2: Global Hemp Acreage Comparison
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According to the Brightfield Group, by 2021, itégpected that hemp-derived CBD products reach &ahaize of
US$1.6 billion*

As a relatively new industry in the United Statdse hemp-derived CBD supplements category is exhem
fragmented with more than 200 brands, each capturisignificant market share in 2036In 2016, Charlotte’s
Web was the dominant brand in the category, acamyrior approximately 8% of reported category safeis
2017, SBI's market share is approximately 14% (Bawme SBI's 2017 revenues in an estimated US$28liomil
hemp CBD market}> In 2016, after the leading two brands in the itgysio other brand in the category had more
than a 2% share of sales and 92.9% of brands eegfiktess than US$1 million in sales or less tlahdistribution
points, or botH®

The vast majority of hemp-derived CBD supplememtssmld through five main distribution channelsispénsary
and delivery services, online, smoke shops, hdaltd stores and doctors’ offices. According to Bréghtfield
Group, year-over-year growth projections are exgobtd peak in all distribution channels in 201&esgeral states
roll out new recreational and medical mark&ts.

Management believes consumer awareness and acoeptdrhemp-derived CBD supplements has increased
dramatically since 2013 due to national media #tiararound the story of Charlotte Figi and hempigsl CBD.
Popularity specific to SBI's products began to garsignificant media attention with Dr. Sanjay Guptspecial
“Weed” that aired on August 11, 2013 on CNN, andsvi@llowed by many other programs and publications,
including The New York Timemn August 28, 2014The Viewon October 17, 2014&ime magazine on October 22,
2014, andatelineon June 7, 2015.

The hemp-derived CBD supplements consumer is thpieamillennial female with 64% of users identiieas
female and approximately two-thirds of users uritlerage of 38° These consumers are also extremely brand loyal

32 Source: Brightfield Report.
3 Source: Brightfield Report.
34 Based on SBI's 2016 revenues and an estimated 24Sillion hemp CBD market.
%Source: Brightfield Report.
% Source: Brightfield Report.
57 Source: Brightfield Report.
%8 Source: Brightfield Report.
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with 23% always purchasing the same brand, 29%hgasing the same brand 75% of the time, and an@Bfr
purchasing the same brand 50% of the tithe.

Most of the usage within the category is initiafesim friend or family referrals who have used heoypCBD
products in their past. The typical customer joyrf@lows one of several common paths that inisat®m either
(i) a propensity to use dietary supplements or tlopathic aids to help manage their wellness; or dii)
dissatisfaction with current health and medicaiam to manage their wellness. Both paths placila Vvalue on
validation of the category through in-depth consunmesearch and inquiry. This is fulfilled throughlioe research
of the category, as well as testimonial and truiegasexperiences that allow the consumer to vefrifigip or CBD
is appropriate for their current wellness needsn¥iSBI’'s perspective, importance is therefore git@rSearch
Engine Optimization SEO’) and categorical education on owned web platforfkis platform assists the
consumer in learning about the general categorywedisas specific points of differentiation for tiharlotte’s Web
product portfolio.

Nearly three-quarters of consumers of hemp-der¥B® supplements purchase such products in conderitian,
primarily as tinctures, sublingual oil drops andlapplicator pens.

Exhibit 3: Hemp CBD Market: Category Analysis
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Initial milligram usage is driven by perceived ingpaéhat the hemp-derived CBD suppleméas to overall health
and wellness. As an example, if the consumer perseiat their mild stresses are a hindrance to éveryday
performance, they might choose to take either atgrelosage or higher strength product. Anotheedsvith first-

time consumers is the entry price point, with tberdr milligram option being less expensive for nging less
impactful wellness needs. First-time consumersniegr about the category tend to test their way ith ilower

levels and then increase to meet their desirednesdl needs with the minimal strength possible, likages of
typical supplements.

Product Overview
Product Portfolio

SBI offers a mix of products that have been stiatdly developed to fit with its objective of dediving a full suite
of best-in-class CBD wellness products that mewtciistomers’ demands for stringent quality, efficand
consistency. SBI currently markets its productseurttie “Charlotte’s Web” and “CW” trade names. Advarch
31, 2018, SBI carries 22 SKUs across its productf@m. SBI's consumable products range from edeany
wellness products such as “Hemp” (formerly “Everyiaand “Hemp Plus” (formerly “Everyday Plus”), ot

% Source: Brightfield Report.
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available in liquid and capsule forms, to a higtlese, advanced product, “Hemp Advanced” (formeHyeryday
Advanced”), available only in liquid form.

Liguid Products

SBI began with the introduction of CBD deliverediguid form. A liquid product is a combination ofl and hemp
extract containing CBD. SBI's liquid products arelidered in either coconut-based medium chain ytcgtide
(“MCT™) oil or olive ail, in some cases with flavor. Ligd products are meant to be consumed by direetsingn.
SBI currently has 12 liquid products as describeld\.

Concentration Retail Price

Product Bottle Size Variety (per serving) Servings (US$)

Hemp 30 mL Olive QOll 6.7 mg CBD 30 $39.99
Hemp 30 mL MCT OQil, Mint Chocolate Flavor 6.7 mg CBD 30 $39.99
Hemp 100 mL Olive QOll 6.7 mg CBD 100 $99.99
Hemp 100 mL MCT OQil, Mint Chocolate Flavor 6.7 mg CBD 100 $99.99
Hemp Plus 30 mL Olive OiIl 16.7 mg CBD 30 $74.99
Hemp Plus 30 mL MCT Oil, Mint Chocolate Flavor 16.7 mg CBD 30 $74.99
Hemp Plus 100 mL Olive OiIl 16.7 mg CBD 100 $188.99
Hemp Plus 100 mL MCT Oil, Mint Chocolate Flavor 16.7 mg CBD 100 $188.99
Hemp Advanced 30 mL Olive QOll 25 mg CBD 60 $149.99
Hemp Advanced 30 mL MCT OQil, Mint Chocolate Flavor 25 mg CBD 60 $149.99
Hemp Advanced 100 mL Olive QOll 25 mg CBD 200 $274.99
Hemp Advanced 100 mL MCT Qil, Mint Chocolate Flavor 25 mg CBD 200 $274.99

Capsule Products

SBI's second product rollout added capsules tpridsluct portfolio. Capsule products have standadiemounts of
CBD, in the form of a dry powder, inside a hardswudp shell. SBI's capsule products combine hempaeixt
containing CBD with common industry raw materiatssluding rice bran, maltodextrin, microcrystallicellulose

and fractionated coconut oil. The capsule itsetfégved from hydroxypropyl methylcellulose. Capsploducts are
meant to be consumed by direct ingestion. SBI atigrdas four capsule products as described below.

Concentration
Name Count (per serving) Servings Retail Price (US$)
Hemp 30 10.5 mg CBD 30 $34.99
Hemp 60 10.5 mg CBD 60 $59.99
Hemp Plus 30 25 mg CBD 30 $69.99
Hemp Plus 60 25 mg CBD 60 $119.99
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Canine Products

SBI's third product rollout added products for aamiuse. This product is delivered in liquid formdais a
combination of oil and hemp extract containing CESBI's canine products are delivered in coconuedaglCT
oil with no flavor. The product is meant to be acamed by direct ingestion or added to food.

Concentration

Name Bottle Size (per mL) 1 mL Servings Retail Price (US$)
PAWS 30 mL 18 mg CBD 30 $74.99
PAWS 100 mL 18 mg CBD 100 $188.99

Topical Products

SBI's fourth and latest product rollout added aicapCBD product line. SBI's topical products arelidered in
cream or balm form. These products are combinatidpant-based oil, herbal extracts and otheradgmts. They
are meant to be applied only externally and bydapapplication. SBI currently has four topical gucts as
described below.

Concentration

Name Size Variety (per gram) Retail Price (US$)
Hemp Infused Balm 0.5 ounce (14.2 g) Soothing Scent 7.5 mg CBD $14.99
Hemp Infused Balm 1.5 ounce (42.5 g) Soothing Scent 7.5 mg CBD $39.99
Hemp Infused Cream 2.5 ounce (70.9 g) Unscented mg.eBD $49.99
Hemp Infused Cream 2.5 ounce (70.9 g) SoothingtScen 7.5 mg CBD $49.99

New Product Pipeline

SBI is actively exploring several new primary aretendary product categories, including oral adrai®n
products, a sport line, topical/cosmetic producifsised beverages and hemp-infused pet treats.

Any new product development will be focused on ¢éed product line extensions that address spewfidl states,
improved delivery systems and packaging updates.

SBI’'s proposed innovation pipeline through 2019udes:
» improved liquid delivery system to enhance efficammynvenience and frequency of use;
» botanical blends targeted at various consumer sietels — some potentially hemp-free;
» upgraded bioavailability technology; and
e additional isolated cannabinoid products.

These changes are focused on improving productes@as and facilitating trial usage. The pipelinpassed to
capitalize on the strong category growth of hemgh @BD market trends. It also provides expanded dppiiies to
reach new consumers in the health and wellnesgspac

Over the next several years, SBI intends to stremgits competitive advantage by developing a prbdartfolio

that extends SBI's trust and expertise into prapriebotanical wellness products. These produdishave a broad
health and wellness focus on sleep, mood, strpsstssand many other applications. Certain prodonztg even be
completely cannabinoid-free, depending upon whetthey fit within the business, product strategy anthpetitive
differentiation. Potential products are being eatdd and developed to expand into new and emergitagories
for pet, beauty, beverage, professional (dediclagadth care practitioner products) and beyond.
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Key Success Factors of Product Offering

SBI's founders, the Stanley brothers, have garnsubdtantial international media and legislativerdion over the
past several years. SBI believes that the “ChafboitVeb” strain has become the most recognized-Gigb strain
hemp product in the world.

In addition to the power of the Charlotte’s Webrataand substantial goodwill generated from SBIlgidktive
efforts and media exposure, the following are algaificant competitive advantages of SBI:

» Cultivation Experience and Capacity— The Stanley brothers have significant cultivatéxpertise, with
over ten years of experience in plant cultivatiSBl has selected prime farmland to grow its Indaktr
Hemp with access to substantial additional farmionduture capacity. SBI is also exploring intetinaal
cultivation and distribution opportunities in Soudmerica. SBI believes there is no other entitythe
world who has more experience bringing such largdes hemp-based Cannabis operations to the market
while maintaining impeccable product quality. SBiigdtivation and intellectual property capabilitiesre
bolstered in August of 2017 with the building ohaw laboratory for plant genetics and breedingsThi
operation is located 20 minutes from SBI's Bouldeolorado, manufacturing facility and allows SBI to
attract top-tier scientific talent for plant-centiR&D. The expansion encompassed a 2,800-squate foo
plant breeding facility that includes two flowerisged production rooms, two cross-breeding rooms, o
mother genetics and propagation room and secutkstemge. Each cultivation room includes statthef
art technology including HEPA air filtration systemseparate climate control and premier lighting
technology.

e Industry-leading Manufacturing Capability — SBI leases a 40,000-square foot facility in Bleu)
Colorado, which houses its primary production an@DRdivisions. This facility is staffed with
professional personnel responsible for productioanagement, quality control/assurance, analytical
chemistry, product development and process engdimetr ensure product quality.

» Control of Supply Chain — SBI is substantially vertically-integrated andhintains control over its
proprietary genetics throughout the entire cultvatand extraction processes — from seed/clone to
packaged product§.Many companies in the CBD industry produce theadpcts from imported hemp
pastes of unknown origin and purity.

* Rigid Quality Management System— SBI has implemented a rigid quality managemestesn that
includes documented internal quality processeshaititl internal testing laboratories as well as iraelent
third-party testing laboratories which includes @oee Inc. Covance Inc. is a global contract testing
laboratory, which is among the largest of its kimdhe world with over US$2 billion in annual rewen

» Proprietary Genetics — The genetics of SBI's hemp plants commonly reféito as “Charlotte’s Web”,
refers to a variety of CBD-rich Industrial Hemp towdrs developed by the Stanley brothers. Currently
there are a limited number of Cannabis strains #pgiroach the CBD:THC ratio of SBI's proprietary
strain. While not present in all of SBI's productSBI believes that the positive media exposure
surrounding this proprietary strain has made ChigfoWeb the most sought-after brand in the emergi
hemp and CBD markets.

* United States Patents- SBI has a portfolio of U.S. plant, utility andsign patent applications pending:

Patent Application Title

Hemp Plant Named ‘CW2A’
Cannabinoid Extractor
Cannabidiol/Cannabinoids/CBDA and Diabetes

4 The Company currently uses select contract maturtars for topicals and capsules who manufactupeymts according to the Company’s
specifications and standards.
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Apparatuses, methods, and systems for extractisolation and conversion of various
cannabinoids, and modifications of whole-plant @is sativa extracts therewith

Apparatuses, methods, and systems for extractisolation and conversion of various
cannabinoids, and modifications of whole-plant hempacts therewith

Apparatuses, methods and systems for compoundfispggpercritical extraction of hemp
Apparatuses, methods and systems for compoundfispggpercritical extraction of hemp

Hemp Varieties with Improved Agronomic Charactécist

These patent applications cover the Corporatiorostnpromising plant genetics, as well as propretar
extraction and cannabinoid isolation and converpimtesses and designs.

e Canadian Trademarks— SBI has pending applications for the followingn@adian trademarks:

Application Number Description

1,782,463 CW

1,782,460 CHARLOTTE’S WEB

1,782,505 CW CHARLOTTE'S WEB BY THE STANLEY BROTHERIogo
1,782,555 CW CHARLOTTE'S WEB BY THE STANLEY BROTHERIogo

» United States Trademarks— SBI has pending applications for the followingitdd States trademarks:

Application Number Description

87/049,355 CHARLOTTE'S WEB BY THE STANLEY BROTHERS
87/049,342 CW CHARLOTTE'S WEB BY THE STANLEY BROTHRES
87/036,930 THE WORLD’S MOST TRUSTED HEMP EXTRACT
87/442,801 CW SIMPLY

» Confidentiality and Proprietary Rights — SBI requires all employees and third partiesigm Non-
Disclosure Agreements prior to receiving any of 'SBionfidential information. Employees are also
required to sign proprietary rights agreementsnaigg intellectual property they create for SBI.ISBes
standard precautions to protect confidentialitg|uding physical and electronic security measures.

Cultivation

SBI’'s proven cultivation practices have been ergjieé for scalability to meet long-term sales demamgections.
SBI has conducted extensive development over teegeaeral years to demonstrate that it can statultivation
operations significantly without sacrificing quglind consistency.

Future expansion is planned to provide the infuestre to diversify the seed supply and further ma@ize and
automate the harvest operations. SBI believedlibeiable to continue to rapidly scale cultivation (i) expanding
cultivation sites; (ii) diversifying cultivation ggraphies to extend growing seasons and mitigaip ask; (iii)
increase seed production capabilities; and (iv)lmaaizing cultivation processes to ensure that ratenal demand
is satisfied without sacrificing quality and corsiscy.

SBI has cultivation plans for approximately 300emcof irrigated farmland from ten farms in threates for the
2018 growing season, of which, 165 acres are eggetct be planted with SBI's proprietary hemp gersetiuring
the 2018 calendar year. Management believes tlsades will produce an estimated 250,000 to &0pduUNds
of Industrial Hemp during the 2018 harvest peridépendent on the regional yield variables assatiati¢h
growing Industrial Hemp). In 2016 and 2017, SBldaroed 41,000 Ibs. and 63,000 Ibs., respectivelynadstrial
Hemp. The availability of additional acreage isn#figant and allows for (i) necessary crop rotatfoom year-to-
year; (ii) ground cover rotation to improve the ltie@f the soil; and (iii) diversity in location twounteract possible
adverse weather or growing conditions. SBI is ingtant communication with these farms concerniagé&asonal
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growing requirements. The estimated acreage anthhiidy is determined during the year prior t@apting and the
final acreage for the yearly lease is typicallyedatined in the first quarter of each year and emtéd for
accordingly.

Cultivation Overview

SBI currently grows its proprietary Industrial Hemplants in northeastern Colorado, central Kentuahgt Oregon
on family-owned and/or leased farms. SBI is acyivelolved in all aspects of genetics developmprpagation,
cultivation, control over organic herbicide and t@de application and harvesting. All Industriatidp cultivation
activities are done under the oversight of, anenged by, each state’s Department of Agricultutgckvrigorously
tests SBI's crops to ensure compliance with eaghaBment’s Industrial Hemp programs (including Tki@htent
of less than 0.3%). SBI has always been in compdianith the regulations as outlined by each departnof
agriculture.

SBI also harvested a pilot crop in South Americardu2016 with the intent of: (i) diversifying SBl'future hemp
supply; (ii) proof of concept in a new region; afii) understanding the regulatory import proce$dralustrial
Hemp raw material.

Colorado

SBI currently leases land upon which it operatestiple farms across northeastern Colorado, alloworgequired
crop rotation among locations and providing flelkipito expand the number of acres farmed. SBFstfharvest in
2014 proved a new concept in large-scale Induditteahp cultivation for the proprietary strain whighused to
create the Charlotte’s Web products. From 20140®72 SBI continuously scaled and innovated itsiwation

techniques and technology. The Colorado farmingaifmns are operated solely by SBI's personnelrtwvipe the
lowest cost of goods sold, while at the same timgating plants, seeds and cultivation practiceg duitivation
division also operates a small number of greenloused for seed and clone production in both nastieen
Colorado and southern Colorado.

SBI believes the availability of leased land in theastern Colorado is sufficient to meet its futgrewing
requirements in the region.

Kentucky

In 2015, SBI began cultivation in Kentucky, the aed leading hemp producing state in the UnitedeStatehind
Colorado. SBI operates in Kentucky in partnershiphwest-in-class farmers. During 2015 and 20186, dlops
grown were intended for both seed and the develapofamechanizing harvest techniques through thdification

of current modern agriculture equipment. During 204 higher demand contract was put in place, Bit's

quality oversight, for Industrial Hemp production 83 acres. SBI has contracted for 95 acres in utkgtto be
farmed during the 2018 calendar year, represer@ii®8% increase in farmed land, in order to me&egibwth
projections. SBI is in constant communication wihse farms concerning its seasonal growing reaaines. The
estimated acreage and availability is determinathduhe year prior to planting and the final ageé#or the yearly
lease is determined early each year and contrdictealccordingly. SBI believes the availability &alsed land in
Kentucky is more than sufficient to meet its futgrewing requirements. SBI continues to make chpiteestment
in the Kentucky farming operations to create loaigrt success in the mechanization and scalabilitynadstrial

Hemp cultivation.

Oregon

SBI established a strategic partnership with adtgeneration farming family that has been farminghie region
since 1950. The relationship provides the availgbdf 1,800 acres of farm land, 90,000 square ¢dafreenhouse
space and more than 70,000 square feet of supgadrtfrastructure. SBI's contract for the 2018 greeason
includes 70 acres of farming done with oversightSBi to ensure quality standards and specificatines met.
Acreage for future expansion is readily available.
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South America

In 2016, SBI began research in South America witaldished hemp producers to determine the feagilof
growing hemp south of the Equator. The crop studg wommissioned with the intent of: (i) diversiiyi®BI's
future hemp supply; (ii) proving concept in a neagion for local distribution and export; and (iiipderstanding the
regulatory export processes for transporting belip and hemp extract within and outside of Soutle/Aca.

As demand for SBI's products continues to incre&&d, believes the establishment of Industrial Hezultivation
in South America could increase future supply ality by providing access to at least two growseasons per
year — one north of the Equator and one southeoEtjuator. Any cultivation in South America is aigated to be
for local production and distribution and potengaport as permitted by law.

Cultivation Research & Development

The cultivation of CBD-based Industrial Hemp in tdaited States is relatively new. As a result, ¢hisr limited
technology available in the market related to thentng and harvesting of these crops. Since itst ftrop
production in 2014, SBI has taken a leadershiptiposin advancing the technology surrounding apexss of
Industrial Hemp production. SBI's R&D efforts areibg driven by the increasing demand for SBI's picid and
its desire to create an expanded portfolio of pet&lthat serve the customers’ needs. SBI's R&D g$asiprimarily
on growing the highest quality product in the indgsand secondly on the scalability and econoroit to produce
the crops.

Planting

SBI has successfully created a feminized seed guhtavhich provides the scalability and standartiira of
specific plant genetics. Feminized seeds are sgkidf have been bred to produce female plants.r Roidhis
innovation, SBI's plant supply line was limited bgth infrastructure and plant propagation (creapfants from
mother plants). Although propagation was instruraktat SBI’s prior cultivation objectives, it is natfully scalable
process and does not address SBI's objective ttincmusly lower production costs and remain a leadehe
industry. SBI's feminized seed protocol took thyears to fully understand, optimize and prove viilidugh SBI’s
quality systems. The current focus is on building supply line to create adequate quantities af peeduction to
meet expanding future demand for SBI's productsiigu2016, the first six acres of feminized seed whanted,
and more than 80 acres are planned for the 20lhdat year. The seeds are currently planted byobabl
positioning satellite driven tractor and a custadizplanter for optimal germination and success.hViftis
innovation, SBI's proprietary Industrial Hemp cropan be planted in the same manner as a convehtiona
commercial farming crop.

Harvesting

Harvesting continues to be a significant challeirg¢he broader Industrial Hemp industry with cutreractices
following the processes of the tobacco industryc@tie plants are harvested from the fields, tleyhang upside
down in outdoor dry structures. The dried plants thien further processed off the plant stalk foalfistoragelf
processed at the correct moisture content, thé lfleebf the harvested plants is proven to remsable for up to, or
potentially greater than, three years. Howeves thethod of drying creates scalability issues aard also cause
potency loss in the raw material. With this harirestprocess, there are limitations applicable tthbevailable
infrastructures and labor in agricultural regioiis. mitigate these challenges, SBI has focused di®r@do and
Kentucky cultivation teams on the development ofinmore scalable processes to mechanize harvestthgut
sacrificing quality.

To address harvest scalability issues, SBI's Cdirmaultivation team created a custom harvestinghmachat cuts
the plants out of the field and then loads thenalmpnveyor system for transport to drying structufe modified
combine is then used to separate the raw mateoal the plant stalk. Once this process has beemleted, the
raw product is then passed through a customizedfonifinal long-term storage in food grade plastimntainers.
SBI believes that these modified processes willvalit to scale its capacity to meet projected amgtiodemand for
its products.

The Kentucky cultivation operations are focusing long-term scalability initiatives to meet projedtproduct
demand. Some of the steps that are in progreasd@@dvanced harvesting methods and state ofttipéaat drying
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technology. During 2016, the first field trials pyove concept of harvesting wet plants out of tieédfwere
completed. During 2017, final experiments were cletegl with a new drying technology and the equiptmsn
currently being modified by the manufacturer to tr@8l’s quality standards.

Manufacturing

SBI's manufacturing operations are centered arahedjuality of its products and the efficiency loéir production.
SBI has proprietary extraction processes curreintlyse and is developing the next generation otesses and
equipment to serve SBI's expanding production nesments and product offerings. The manufacturin@Bf's
products is driven by a quality manufacturing systender cGMP.

SBI operates a 40,000-square foot manufacturing RRD facility and a separate warehouse and disticiou
center. Management estimates that annually, SBpoaauce 3,000 kg of alcohol-extracted hemp eximadt 2,900
kg of CO-extracted hemp extract, with a third extractioiftq2017 production was approximately 1,700 kg and
1,600 kg, respectively, with two extraction shiftg)ith the addition of a second bottling shift, S&ln produce
16,000 30 mL bottles or 8,000 100 mL bottles par @917 production was approximately 8,000 30 mttles or
3,700 100 mL bottles per day). These facilities apéimized to efficiently execute SBI's core congsties in
R&D, product development, quality control, and proddelivery. SBI operates its finished productsafacturing

in accordance with cGMP and strives to exceed ths®lards to create the highest quality produadise market.

SBI believes it has sufficient capabilities to méstproduction requirements in the near-term. mticgpation of

continued growth, SBI has planned for additionaldurction facilities both locally and at key cultim sites. Each
of these new facilities will be constructed usitates of the art processes and equipment to dediveerior products
to SBI's customers and at the lowest possible toogtoduce.

Extraction and Product Formulation

SBI's harvested hemp is delivered to SBI's prodwctfacility in a coarse-ground form. At the fagilitthe
extraction processes do not commence until thehewp material passes initial screenings for magstontent and
toxic mold by-products (aflatoxins). Upon passihgde screenings, the raw hemp material passegthane of
two different extraction processes. SBI utilizegshb@arbon Dioxide (CO,") Extraction (“SFE’) and Alcohol
Extraction (‘AE”) processes. These two processes and the resakfratts have differing phytochemical profiles,
which appeal to different customer bases. YeaR&D and process refinement associated with botBRifs SFE
and AE extraction processes are patent-pendingeaottierwise proprietary.

The SFE extraction process takes advantage of liisigal properties of C£ wherein the compound takes on
characteristics of both a liquid solvent and awhen the surrounding temperature and pressurdradtaneously
increased above that of standard atmospheric ¢onslitThe SFE process is more selective and sonteyemdler
on the extracted phytochemicals and terpenes whieipared to the AE process. The SFE process is'taisable”
as pressures and temperatures can be adjustede#de cdifferent final ratios of cannabinoids and eoth
phytonutrients. The SFE process is used in ceotfa8BI’s finished products.

By contrast, the AE process uses liquid alcohch @slvent. The raw hemp is initially soaked in &lgofor a set
period of time. Following the soak, alcohol is rard from the product using rotary evaporation, ilegna rich,
oily extract containing hundreds of phytochemicais|luding cannabinoids. The oil is then heated¢oarboxylate
the compound, or essentially “activate” the cannaiois. The heating process also removes any rengamounts
of alcohol residue. The AE process produces a mcben oil that contains more of the plant constitty as
compared to the SFE system. Some customers phefaldohol method of extraction as they feel itviies a more
complete “whole-plant” extraction containing chlphyll, terpenes and other phytonutrients, some bichv are
absent in the SFE process. However, while the SfelEegs may omit some of the hemp plants phytoctemic
constituency, the SFE process is thought to beegethin AE on some of the major phytochemicalsterest. For
these reasons of customer preference, SBI contittueffer final products produced through both Sktel AE
processes.
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Packaging

After processing, both the SFE and AE extractsrig@ously batch tested both internally and by mdiird-party
laboratories for cannabinoid potency, residual eols, heavy metals and pesticides. After passiagetiyuality
control tests, both the SFE and AE extracts araseld into finished products production, where #eydiluted
with carrier food oils, either medium chain triggyides from coconut oil or olive oil. Some of thEESextract is
dedicated to capsule production. The SFE extraobiserted to powder at known concentrations fooiporation
into dry products.

SBI's liquid products are currently blended, flawdy filled into 30 mL or 100 mL glass bottles, Ik and
packaged into consumer cartons at its productiamlitta SBI is working to qualify third party cordct
manufacturers for filling, labeling and packagincgheindle the increasing demand for SBI's products.

SBI sends its in-house blended powder to a thirtlygantract manufacturer to encapsulate, bottte@ackage into
consumer cartons. SBI is working to qualify additib third-party contract manufacturers to ensureqadte
encapsulation, bottling and packaging capabilitiesessary for the increasing demand for SBI's prtsdu

Quality Management Systems

SBI employs cGMP at each stage of its productigdBMP refers to the current Good Manufacturing Pcagti
regulations enforced by the FAcGMPs provide for systems that assure proper designitoring and control of
manufacturing processes and facilities. Adherencthé cGMP regulations assures the identity, stherguality,

purity and composition of products by requiringtth@anufacturers adequately control manufacturingrajons.

This includes establishing strong quality managdnsrstems, obtaining appropriate quality raw matsyi
establishing robust, standard operating procedutesgcting and investigating product quality dewias and

maintaining reliable testing practices. This formgdtem of controls helps in preventing instandesoatamination,
deviations, failures and errors. This assuresgt@aducts manufactured under cGMP meet quality statsd

To create the highest quality products, SBI, whepliaable, closely controls every step in the pidiun process,
including propagation, cultivation, harvesting, idg; manufacturing and packaging. The control argibiity
maintained through SBI's vertical integration albbvior the continual monitoring and refinement otftical
processes, resulting in high quality standardized ycts.

SBI has implemented robust systems that promote lleieels of product quality. Further, SBI's prodiicheet or
exceed industry guidelines for contaminants andteséed both in-house and by major independend-frarty
laboratories. SBI's products are tested for, ammthgr items:

e ldentity

* Potency

» Residual solvents

» Defined microbial contaminants
» Aflatoxin

» Defined heavy metals

» Pesticides

SBI has worked diligently to perfect and deeply enstand quality systems as they apply to Industii@mp
products and can now use the systems and pringplpsalify Industrial Hemp raw materials and egtsagrown by
or extracted by outside suppliers. This advantatjeallow SBI, if necessary, to globally source herand hemp
extracts from other suppliers while maintaining thigh quality its vertically-integrated productsanown for
today.

Sales and Distribution Strategy

SBI's products are currently sold online throughl’SBvebsite (www.cwhemp.com), select distributaasd brick
and mortar retailers.

“1See 21 C.F.R. Part 111.
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SBI's products were introduced in late 2014, withil2 representing the first year of meaningful salelsime,

primarily through direct to consumer online saleer commencing interstate shipping in March 204&les have
continued to show a steady growth trend. SBI's potel are sold in chiropractic and doctors’ officggms,

massage therapy offices, salons, animal clinicspatdstores. During 2017, SBI added over 900 nelgpendent
stores that sell SBI's products. Future distributithannels are planned to include national groognyg, mass
market, pet and natural/speciality retailers.

SBI distributes its products within the United $tatand on a limited basis internationally. Ret@tribution has
evolved from a strategy focused on gaining broadribution within the natural channel, to now foicgs on

gaining distribution in major food and mass marketounts. Products are currently sold in over 2Jé0@tions.
The retail strategy focuses on gaining distribufiometail brands that align with SBI's corporateisl mission, as
well as with the target consumer. SBI targets aotowvhere the brand is most likely to succeed witail

shoppers.

SBI’s internal sales team has a two-pronged apprt@abuilding distribution: (i) focus on gainingstlibutors with
access to key strategic verticals in the medicdl matural channels; and (ii) contracted broker te#tmt assist in
driving brand representation in larger food acceu®BI believes this model is extremely effectinetargeting
accounts with the right message to build and cliggtan SBI's brand momentum.

SBI believes broad brand recognition and pent ugketademand in the adaptogenic supplements catdgdrgre
CBD is typically positioned) results in strong bdasales, which helps promote increased categorglolement and
new account acquisition. As SBI continues to dgvéhareasingly sophisticated supply and productiapabilities,
it will target strategic retail accounts that cdmite to the broader acceptance of the brand atehagy. SBI
believes these accounts will enable it to achieeader distribution, opening new consumer segmamtisdriving
growth by increasing awareness, consideration amchpse. SBI believes it is leading the way indhtegory by
opening mass market channels that have historibaliy resistant to place CBD items on their shekegy to this
success has been the relationships and partnenship&ey accounts including: Thrive Market, LuckyMarket,
Erewhon, Fresh Thyme, New Seasons, Lassens, EahaRd more.

SBI utilizes e-commerce to reach consumers andegthidm through the hemp and CBD buying processs Thi
strategy allows access to consumers in the Unitatt$Sand has been instrumental in SBI's succegroining the
product line. SBI believes consumers (millenniditigh baby boomers) rely heavily on digital reskakey to
this approach is the ability to access consumegarically who are searching the web for “CBD” orhidElotte’s
Web” both on SBI's website as well as through Ingkifrom reliable providers of content and educati®Bl’s
website delivers on this through high levels ofdutt purchase and engagement via opting in to S&isil
newsletter subscription. This indicates a higheell®f interest in educational resources and prb&nowledge.
SBI's current e-commerce database consists of 2881000 “opting-in” email customers, with new efr@nts
averaging over 10,000 customers per month.

SBI is concentrating its activities in the digisgplace in 2018 through:

e Search Engine OptimizatiorA collaborative, integrated effort with contentdapublic relations teams
optimizing search engine results in the categorytfose seeking both general education and avkijatn
purchase

* Email Growing the current subscriber list, working tevdlop segmentation processes and delivering
relevant and personalized content

» Social Leveraging the passion of SBI and its foundersugh a dynamic website and branding strategy
which will be used to maintain SBI's relevance agiaonsumers

» Referral Utilizing third party influencers during markegjncampaigns to amplify brand and product
awareness—significant care has been taken to femtsuorganically (prior to approaching) to ensure
authentic and real testimonials of their own use

» Display Advertising Developing display advertising strategy and iniigg into 360° campaign planning
via media buying capabilities

« Drive direct to “.com” Optimizing the customers web experience to canlbeswsers into buyers and
driving repeat purchases via the elimination ofstoner friction points
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SBI also believes that global distribution is paoamt to its growth in the next 24 months, with atsam focus on
the European Union, South America and Asia.

SBI's average monthly sales were US$4.2 milliorihie fourth quarter of 2017, growing 150% from therage
monthly sales in the fourth quarter of 2016. SB&senue growth is attributable to (i) significamay-over-year e-
commerce sales growth of over 60%; (ii) the intighn of new products; and (iii) the continued depenent of
professional internal sales, marketing and innovateams. Several key retailers have come on tmandthe past
year and commitments have been received for refjmewunts for additional placements in 2018. Addilly,
sales discussions are in progress with other larged name retailers that are expected to be atd&BI's
customer portfolio during 2018. A regional salesntehas been engaged with direct account focus gor rfzeod
and drug retailers throughout the United States.example, SBI recently secured a partnership Wwhhve, a
leading online retailer of holistic health and weks products in the United States as one ofstsilalitors in this
segment. SBI plans to secure additional retailtlona in 2018, expected to bring total domestickrand mortar
distribution to over 3,000 doors by the end of 2018

SBI's sales are executed through customized stest@tppending on the channel of sale. For examplepecialty
food accounts, a combination of sales brokers apd are strategically located within geographicatkats. This
provides proximity along with hands-on support Iz store level to ensure products are correctlgléab and
merchandised. This external sales team is managéde\yp management personnel within SBI. Dependinghen
size of the account, some locations are deemed tadiional accounts” that receive additional supfrom SBI's
internal national accounts team. This allows SBifekers and independent sales teams to managelgd@®
independent specialty food locations, while stilhi@ving the same level of support that is expeate8Bl’s larger
chain retail customers.

Large retail customers are covered by SBI's intlenasional accounts team with experts assignetigatcounts to
develop the specific sales strategies necessargBtis products to succeed in this market. Medaadounts such
as doctors, chiropractic, holistic and integrathealth groups are supported by distributors diyelatked to the
industry and managed by SBI's internal sales team.

Currently, the majority of orders are fulfilled tugh an SBl-operated fulfillment center locatedairsuburb of
Denver, Colorado. SBI has also begun testing whildtparty logistics providers to secure a rapisitalable
fulfillment and business continuity solution.

As public familiarity with hemp-derived CBD wellreproducts continues to increase, SBI will targstesal new
distribution channels that have significant futagpansion potential.

Broad Consumer Market Management believes there is a significant emgrgpportunity to market premium
hemp and botanical wellness products to the maastr consumer marketplace. Management believescpubli
recognition of the benefits of hemp products haseased dramatically in recent years, and consuarerseeking
natural products for their general wellness beseliirget markets include sports and recreatidistiezohealth and
wellness, healthy aging, and others who seek Ha#lternatives to traditional pharmaceutical remesdilnitial
channel opportunities include vitamin and supplemnetailers and natural grocers. Key retail pagneill include
major food, drug and mass market accounts, geregedl accounts and specialty and natural channels.

Sports Medicine and Recovery MarketOver the last several years, there has beegrificant focus in the
National Football League 'FL") on concussions and their lingering effects. Qiicolraumatic Encephalopathy
(“CTE") has been a major topic in the sports world, ipalarly in the NFL. CTE is a degenerative braisedise
common in athletes who have experienced repethinaén trauma, and many professional athletes ctiyreise
Cannabis as a means to mitigate symptoms of CTRddlition, there is a broad and virtually untappsatket for
active adult and sports enhancement and recovedupts, including topical products. Further regutatapproval
would be required in order for SBI to access thmaekets.

Future Drug Development PotentialThere is a significant body of scientific eviderfoend within hundreds of
published research papers regarding the potengakorprotective and neuro-generative propertiesndoin
cannabinoids. For this reason, the United State®rgment, via the National Institute of Health, gtented
cannabinoids as antioxidants and neuro-protectdunited States Patent No. 6630507). SBI intendsxplore
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research and development opportunities for CBD yetedthrough pre-clinical and clinical trials areddurrently
supporting non-profit organizations to accomplisis goal.

Exhibit 4: Survey Results of High CBD Product Treatments

Other
21.0%

Mood or
Psychiatric
Disorder
21.4%

Cancer Related

Symptoms Inflammatory
12.1% Conditions
19.4%
Disease and Injuries
to theCentral Conditions
Nervous System Marked by Pain

12.4% 13.7%
Source: Care By Design (www.cbd.org) survey resafl&4 patients in 2015

Marketing and Promotion

Data collection and customer analysis from e-conameales will continue to be a significant compar@rSBI’'s
marketing strategy. Direct-to-consumer e-commemdessgive an unprecedented opportunity to gain mgan
insight into how to better support the customeredasn data including buying habits, purchase fraqueand in
many cases, why the product is being used (genedhiess, health conditions, etc.).

Consumer segmentation is being used to transforits @8nsumer activities during 2018 through bothuahle
understanding of the 200,000+ customer base, dsawethe ability to activate and differentially @st in core
consumer segments that will assist in developirgy gtrongest lifetime value proposition for custosnekey
elements of the segmentation include:

« Driving ability to more effectively motivate tri@rders, improve overall product trial experienagnpote
repeat purchasing patterns and ensure retentionghrtargeted messaging;

» Differentially investing in core segments to attraew users with a high likelihood of repeat cosianm;
and

e Maximizing customization of email and other messggihannels to improve initial experiences and
promote repeat buying.

SBI is working with a prominent advertising ageroysolidify brand identity, packaging design, conmications,
and significant improvement on both aesthetic ameral functionality of its e-commerce experientieis also
positioning SBI as a leading producer and distdbof CBD natural wellness products. The intentidthe change
was to (i) harmonize and simplify the naming aretititire; (ii) cross introduction and use betwees aild capsules
to tie product features and benefits together;(@dreate better category navigation and disgayhe retail shelf.
This refresh develops greater communication topttogressing concentration strengths of SBI's presiut also
provides the connection of mind and body benefit tsupplement consumers are seeking through sabtle
attractive packaging cues. The brand work is exqgbtd culminate in Q2 of 2018 and be implementedyof
2018.

SBI has also launched a subscription program. Tgirdts subscription program, SBI utilizes a nomidacount
structure to encourage enrollment with a similancttire to online “subscribe and save” models. Thiexpected to
deliver upside demand and repeat purchases frostirexicustomers by enabling scheduled monthly essrdnd
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improved continuity in consumption. Consumers arke @0 set their frequency for two week or monthdgprder
patterns across the entire product line.

With limitations on mainstream ad placements duéntarijuana” similarities, social media and pubiiations
activities are a vital part of SBI's marketing aites. A public relations firm has also been ereghtp facilitate
public relations activities and placements, with eanphasis on stories featuring the Stanley brothats their
mission to encourage and support alternative tlesapat improve a person’s quality of life.

SBI is a socially conscious company, as the Stamlethers are committed to using business as & forogood and
a catalyst for innovation. The Company weighs sobuodiness decisions with consideration for howeiterts

affect its employees, customers, the environmerd,the communities where its employees live andravitedoes
business, while maximizing profits and strengthgnits brands. This social awareness includes daritans to
non-profits, which are made on an ad hoc basis;ergrating first on those entities that have hissdly supported
the business through education of existing andrpielecustomers. SBI also supports non-profits thbelieves can
utilize the wellness aspects of its products (i@litary veterans, children’s hospitals, medicauridations,
university research, etc.). SBI management belithvatsany socially oriented actions it takes witimately have a
positive impact on the Company, its employees tmdhareholders.

Facilities Overview
SBI operates in the Colorado-based facilities disgielow.

Full Time Employees

Primary Function Approx. Square Feet Lease Expiration Date as of March 31, 2018
Administrative Office 7,100 October 2020 43

HQ / Processing / R&D 40,100 May 2021 58
Distribution 23,000 September 2022 20
Horticulture / Breeding 6,700 February 2023 3
Customer Service 3,000 January 2021 15
Greenhouse (2) 16,000 December 2018 6
Greenhouse (2) & Office 16,000 December 2018 27

Competition

SBI plans to invest significantly in strengthenitige Charlotte’s Web brand in the global marketplacel
solidifying the brand as “The World’s Most Trustddmp Extract”. SBI has strong vertical integratfoom seed to
packaged product, which helps ensure industryepgiroduct quality. This vertical integration anacdis on
quality and standardization creates an importantpaditive differentiator for SBI. SBI's deep knowlge of hemp
cultivation, combined with its scientific and fingal resources, allow it to maintain a leading ne@irgosition
amongst its competitors.

SBI’s principal competitors in the CBD wellness giots space include dietary supplement/topical @mgs such
as CV Sciences (PlusCBD), Isodiol, Elixinol, Maryhutritionals and Medical Marijuana Inc., as wek a
pharmaceutical companies such as GW Pharmaceyticadsid INSYS Pharmaceuticals.

Information Systems

SBI's primary ERP system is a cloud-based systerfi-kmewn for manufacturing, shipping and receiving,
inventory control, supply chain management, saesounting and finance. In addition to this ceitesl ERP
system, supplemental peripheral software applinatiare used for specialized activities in finanbeman
resources, customer support, manufacturing, digtab and marketing.
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Intellectual Property

SBI's intellectual property and proprietary riglase important to its business. In efforts to secumaintain and
protect its intellectual and proprietary rights,|3&ies on a combination of patent, trademarkjdraecret and other
rights in the United States and Canada. SBI als® denfidentiality and/or license agreements withtaie
employees, contractors and other third partieschvhiimit access to and use of SBI's proprietareliectual

property.

SBI currently has a portfolio of pending U.S. plauatility and design patent applications directedSBI's most
promising plant genetics, proprietary extractiomhtelogy, cannabinoid isolation methods and camuédbi
conversion processes and industrial desi§m. also has pending U.S. and Canadian trademalicapons. See
“Product Overview—Key Success Factors of Produeridff’ above.

SBI is subject to certain risks related to its lietgtual property. For more information, seRisk Factors—Risks
Related to the Company’s Business and Industry

Employees

As of March 31, 2018, SBI had 172 employees andrgtpme employee<Of these employees, 55 were employed
in selling and order fulfillment positions, 56 weeenployed in manufacturing and processing positiddswere
employed in cultivation positions and the remainémgployees were engaged in other aspects of thedsss

SBI prides itself in hiring talented individualsttvia complementary mix of professional experience imdustry
knowledge. SBI believes it has an advantage im@ttrg these employees with its strong reputat®a éeader in
the sector. SBI believes in investing in each sfamployees and devotes the necessary resoureasuice all
employees are given the proper tools and resotwag®w in their respective fields. SBI also bedisvn cultivating
a collaborative working environment wherein eveyévalued for their contribution to the team aedarded for
their accomplishments. As of March 31, 2018, al681’'s employees were non-unionized.

SBI has assembled a management team with sigrifipariessional expertise in distribution, cultivatj sales,
technology, finance, customer service, CPG, margetbusiness development, acquisitions, capitaketarand
market analysis. SBI's management team includesutixes with many years of experience in their eetpe
fields.

See Risk Factors — Risks Related to the Company’s Basiand Industry — Key officers and employees
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UNITED STATES REGULATORY MATTERS

Upon completion of the Offering and the Reorgamimgtthe business of the Company will consist gotel the
business of SBI, therefore when used in this sectieferences to the “Company” are references tb &bl the
Company as a whole unless the context otherwisgres

General Overview

Note, the following overview is subject to and dfied by the more detailed descriptions in thedwling sections
entitled “United States Federal Regulation of Indak Hemp”, “State Regulation Industrial Hemp”, DA
Regulation”, “Future Uncertainty of Legal Statusida‘The Company’s Regulation Compliance Activities”

The Company does not produce or sell medicinakoreational marijuana or products derived therefriiraells
Industrial Hemp-based CBD products. While such potelcome from the same plant genus and specigssthial
Hemp and marijuana are legally distinct and areegmly regulated, respectively, by two separaterarahing
bodies of law: the 2014 Farm Bill and the CSA. Isttial Hemp, by legal definition, contains lessrt@a3% THC
on a dry weight basis, which is not a sufficieneleto create a psychoactive effect like marijuana.

Consequently, the Company’s products are not satduyant to the rules and regulations governingcthvation,
transportation and sale of medicinal or recreatiomarijuana. The Company cultivates, processessparts and
sells its products pursuant to the 2014 Farm Billd @an accordance with applicable state and localsla
Internationally, products are sold in accordandh wie laws of the importing and exporting jurigatio.

The 2014 Farm Bill allows Industrial Hemp to betimalted under agricultural pilot programs conduclgdstate
departments of agriculture, universities and timeiminees (such as the Company). The Omnibus Apiataprs
Law (as defined below) prohibits the federal goweent from using congressionally appropriated fuivds
contravention of the 2014 Farm Bill or to “prohiliie transportation, processing, sale, or usechfstrial hemp, or
seeds of such plant, grown or cultivated in acaoecdawith the [Farm Bill] within or outside the Stah which the
industrial hemp is grown and cultivated.” The 2@3atm Bill further authorizes the cultivation of umtrial Hemp
conducted in accordance with the 2014 Farm Biltywithstanding the CSA any other federal law. Thenpany is
registered with the Colorado Department of Agrigrét (the CDA”) Hemp Registry Program to cultivate and
process Industrial Hemp for market research andchoential purposes.

The Company believes that its activities aroundpfeluction, marketing and sale of its products giymwith the

2014 Farm Bill. However, certain government agen¢seich as the DEA and the FDA) and certain fedsfaials

have challenged the scope of permissible commaeactality which may be conducted pursuant to stagecultural

pilot programs. Some DEA representatives, for examipave stated they believe that producers of @&Bed
products, including SBI, produce and sell theirduts in violation of the CSA and the Federal Fdodyg, and
Cosmetic Act (the FDCA”). Similarly, the FDA has indicated that the Compa marketing activities fall within
FDA jurisdiction and, on occasion, have failed tonply with the FDCA. While the Company disagreethvioth

the position of the DEA and of the FDA, there iskrithat either or both of these agencies could taie
enforcement actions against the Company.

Legal barriers applicable to selling hemp and helmgpved CBD products result from a number of fagtor
including the fact that hemp and marijuana are highived from the Cannabis plant, the rapidly cliagg
patchwork of state laws governing hemp and hemjvei@rCBD, the position of some DEA representatithest
CBD is a controlled substance, and the lack of Fiparoval for CBD as a lawful food ingredient, foadditive or
dietary supplement. However, pursuant to the 20a4nFBill and the purported derivation of CBD fromported
hemp stalk (a part of the cannabis plant exempteeh the CSA’s definition of marijuana), U.S. busises are
manufacturing and selling a wide array of hempaetiCBD products in the U.S. and internationaltgk8holders
take different positions regarding the scope o#lexgtivity in light of the interplay of federal drstate law, and
recent developments such as the proposed intraduofithe Hemp Farming Act of 2018 (theFA™) (described
below), the September 30, 2017 decision of the WArti-Doping Agency to drop CBD from its list ofghibited
substances, the World Health Organization Experh@iitee on Drug Dependence preliminary report figdihat
CBD is safe, well-tolerated and non-addicti¢eecent DEA directives that could be interpretegeomit the sale of

“2 World Health Organization Expert Committee on DRgpendence, Cannabidiol (CBD) Pre-Review ReporteNder 10, 2017.
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hemp-derived CBD products, and recent statementke hog DEA representatives to the effect that emfoent of
hemp products is not a prioritymay impact the legal status of Industrial Hemmgdbrward.

The foregoing is an abbreviated overview of the @any’'s position on the legality of SBI's operatioinsthe
United States. Additional background and a moreaigh analysis of applicable U.S. and internatioegulatory
regimes are set out in greater detail below. Ss®“Rlisk Factors — Risks Related to the Regulatoryrfanwment.

United States Federal Regulation of Industrial Hemp

Development of Current Regulatory Framework

In addition to customary regulations applicablany commercial business, the Company’s operatimnsubject to
state and federal regulation in respect of théwailon of Industrial Hemp and the production, disition and sale
of products intended for human ingestion or topaglication and, with respect to certain produgysanimals.

Industrial hemp is an agricultural commodity cudtied for use in the production of a wide range mfdpcts
globally. Among others, hemp is used in the agticel textile, recycling, automotive, furniturepfband beverage,
paper, construction materials and personal cargsinds.

Botanically, Industrial Hemp is categorized @annabis sativa l..a subspecies of the cannabis genus. Numerous
unique, chemical compounds are extractable frompheimcluding THC and CBD. These cannabinoids are
responsible for a range of potential psychologital physiological effects. Hemp is distinguish&den its cousin
marijuana, which also comes from tBannabis sativa Lsubspecies, by its absence of more than trace ramou
(less than 0.3%) of the psychoactive compound TAltBough international standards vary, other caestrsuch as
Canada, have used the same THC potency standaddfirie Industrial Hemp.

Historically, the effects of federal tax renderd@ tdomestic farming of hemp impractical. In additiovith the
science of distinguishing hemp from marijuana uedtgyed, and fearful of hemp as a psychoactive anbst states
legally restricted growth and cultivation of thentye plant. Subsequently, federal legislation schediall cannabis
grown in the United States as a controlled substaaod as a result, until the passage of the 2Gitvh Bill
(discussed below), cultivating hemp for any purpiosthe United States without a Schedule | redistnawith the
DEA was illegal. The 2014 Farm Bill opened an apprately four-year window to allow Industrial Hentp be
cultivated within the context of an agriculturalgbiprogram and where permitted by state law.

Put simply, the Cannabis plant is currently beiagutated by the federal government as one (andtiaitg more)

of the following: (i) marijuana as defined undee t8SA* and its derivatives as most commonly understoed —
Schedule | controlled substance; (ii) parts of@a@nabis plant exempted from the CSA's definitibtinaarihuana”
such as stalks and sterile seeds — which may Intifidd for lack of a better term as “non-cannabis’the CSA-
exempt components of the Cannabis plant; andifidystrial Hemp cultivated pursuant to, and in adaace with,
the 2014 Farm Bill. Rather than distinguishing begw “hemp” and “marijuana” based on the CSA’s asialgf the
part of the plant from which the product is derivte 2014 Farm Bill distinguishes Industrial Heamm marijuana
on the basis of the concentration of THC. Any planind to contain a higher concentration of THntparmitted
by the 2014 Farm Bill is considered marijuana an&chedule | substance not protected by the Farm Bil
Accordingly, a product derived from the Cannabanplmay only be classified as a Schedule | substander the
CSA to the extent that the product is derived ftbmparts of the Cannabis plant included in theusiay definition
above (see footnote 23) and/or which are not derige/fully from Industrial Hemp grown under the 20Earm
Bill. Hemp seeds or “hemp hearts” for example, hiavey been lawfully imported into the U.S. and lggaold in
commerce due to the fact that the sterilized saeglglearly exempt from the definition of marijuamader the CSA
and therefore are not controlled substances. Hawéwe CSA exempt status of these components pesdand is
legally distinct from, any 2014 Farm Bill-relatedepemption. Therefore, whether CBD is a controketbstance

“3Bob Segall, "DEA: Feds won't arrest CBD oil usexeither should Indiana," WTHR.COM, https://www.wttom/article/dea-feds-wont-amst-
ebd-oil-users-neither-should-indiana (Nov. 7, 2017)

4 Pursuant to the CSA, the term “marihuana” meangaatt of the plant Cannabis sativa L., whethewirg or not; the seeds thereof; the resin
extracted from any part of such plant; and evergmound, manufacture, salt, derivative, mixturepm@paration of such plant, its seeds or resin.
Such term does not include the mature stalks df plant, fiber produced from such stalks, oil dkeanade from the seeds of such plant, any
other compound, manufacture, salt, derivative, anestor preparation of such mature stalks (exdeptesin extracted therefrom), fiber, oil, or
cake, or the sterilized seed of such plant whichdapable of germination.
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largely depends on the part of the plant the CBBeisved from or whether it is grown pursuant te farm Bill.

Where CBD is derived from marijuana, it is reguiates a controlled substance under the CSA. Wheie SB
derived from Industrial Hemp lawfully cultivated the U.S., or is derived from exempted parts of dhenabis
plant which are lawfully imported, it is likely n@ controlled substance. However, as discussedoire metail

below, the DEA does not believe that CBD is gemeidgrived from exempted parts of the Cannabistpleneating
risk for businesses selling imported CBD produeswed from such exempted parts of the plant. $&sk‘Factors
— Risks Related to the Regulatory Environrhent

HIA v. DEA Il (2004 Decision)

In 2003, the DEA issued two final rules: one thgtanded the CSA Schedule | listing of synthetic Ttddnclude
THC that is “naturally contained in a plant of thenus Cannabis (cannabis plant),” and a secondegeahpted
hemp fiber, seed and oil products containing THE intended for human consumption from control (2603
Rules’). The collective result of the 2003 Rules wasctassify all naturally-occurring THC intended fourhan
consumption as a Schedule | controlled substance.

The Hemp Industries AssociatiorHIA ) filed suit seeking to enjoin the DEA from enfarg the 2003 Rules with
respect to non-psychoactive hemp or products auinghon-psychoactive hempHIA v. DEA Il *).* In this case,
the Court of Appeals considered whether an impohiethp seed product derived from the sterilized sdetthe
cannabis plant was a controlled substdfidehe Court noted that the CSA expressly exempts &tarilized seed of
such plant” and held that if a product is deriveahf the exempt part of the plant, and does notraise contain
synthetic THC, it is not a controlled substance] #mus is not subject to the DEA’s control. As aute of the
holding, the Court invalidated two regulations theuld have banned the manufacture and sale ofesgibducts
made from hemp seed and hemp seed oil as substzomieslled under the CSA. Never overturned, thuklimg is
binding on the Ninth Circuit and persuasive as igplpin other jurisdictions. The holding cites asriasoning the
clear congressional intent to exclude non-psyclivagiortions of the cannabis plant (hemp) from tation as
evidenced plain language of the CSA and definitddrimarihuana” in the Marijuana Tax Act of 1937, iaih
expressly exempts the non-psychoactive portioteeoplant from the definition of marijuana.

The 2014 Farm Bill

In 2014, Congress enacted the 2014 Farm Bill whialvides for the domestic cultivation of Industridémp as
part of agricultural pilot programs adopted by indiial states and research by institutions of higrducatiorf”
The Farm Bill provides, notwithstanding other fealelaws such as the CSA, for the domestic cultbratof
Industrial Hemp. Forty U.S. states have implemefegislation pursuant to the 2014 Farm BillThe various state
Industrial Hemp programs have different requirerme@egarding the registration of cultivators andcpssors, the
involvement of institutions of higher education gretmissible commercializatidii The Farm Bill gives significant
discretion to states to adopt regulations goverhigigp activity, but strictly defines hemp to inauany part of the
Cannabis plant, whether growing or not, with aal@IitTHC concentration of not more than 0.3% onyavagight
basis (i.e. Industrial Hemp). Any plant found totan a higher concentration of THC than permitigdthe 2014
Farm Bill is considered a Schedule | substance umeCSA (i.e. marijuana) and is not protectedheyFarm Bill.
Accordingly, a product derived from the Cannabenplmay only be classified as a Schedule | substander the
CSA to the extent that the product is derived ftbmparts of the Cannabis plant included in theuiay definition
above and/or which are not derived lawfully fronduistrial Hemp grown in accordance with the 2014Biil.

The 2014 Farm Bill's provisions only permit the tivation of Industrial Hemp by institutions of higheducation
or state departments of agriculture (and their glests such as the Company) (i) for research pusp@seich

4 Hemp Industries Ass’n v. DEB57 F. 3d 1012, 1018 (9th Cir. 2004).
“$Hemp Indus. Ass'n. v. Drug Enf't AdmB§7 F.3d 1012 (9th Cir. 2004ee als¢Hemp Indus. Ass'n. v. Drug Enforcement Adn883 F.3d
1082 (9th Cir. 2003)Establishment of a New Drug Code for Marihuana &otir81 FR 90194-0Drug Enforcement Administration, Diversion
Control Division: Clarification of the New Drug Ced7350) for Marijuana Extract;
https://ww.deadivserion.usdoj.gov/schedules/mamiguian_extract_7350.html.
47 See http://www.ncsl.org/research/health/state-oataharijuana-laws.aspx.
“8 Health and Wellness Versus Non-Health and WellResskaged Food and Beverages, Retail Sales 2002-201
fgee http://blog.euromonitor.com/2012/11/health-aetlness-the-trillion-dollar-industry-in-2017-kegsearchhighlights.html, page 13.

Ibid.
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includes market research); (ii) as part of an ‘@agtural pilot program” or other agricultural oraatemic research;
and (iii) where permitted by state law.

Permissible research activities under Section 70B) of the 2014 Farm Bill include studies of tharketing of
Industrial Hemp. For example, because hemp wasdralired for nearly a century, a critical elemehstate pilot
programs is studying markets in which American farsrcan profitably sell hemp products. Since dafsartments
of agriculture are not in the business of sellingduoicts, they have contracted with and/or licenmédhte entities to
sell products as part of these marketing studiethése arrangements, these private businesses aethalf of the
state departments of agriculture to comply withrttendate of Section 7606(b)(1)(B)(i) of the 2014nk Bill.

Statement of Principles

Federal policy guidance issued by the USDA, DEA #r@dFDA in 2016 (theStatement of Principle$) confirms

that the 2014 Farm Bill, at a minimum, allows comaie activity in conjunction with research and pés hemp
products to be transferred amongst states thadtprohibit such activity. Accordingly, if a CBD @uduct is derived
from Industrial Hemp cultivated within the framewastablished by the 2014 Farm Bill, per the DEADA and
FDA, the product could legally be sold commercialyong states where such sales are not prohibitadded

such products comply with the FDCA and other apblie law.

Ann Bartuska, Acting Under Secretary of the USDénfirmed this interpretation in an August 25, 20[Etter to
Russell Redding, Secretary of Pennsylvania’s Depant of Agriculture, writing, “We think it is cledhat section
7606 contemplated the sale and transport of Inidiidttemp for purposes of the pilot programs auttexti by
section 7606 under a limited set of circumstanoamely, those involving the study of Industrial Hemarketing.”

Note, there are differing interpretations with respto whether states must explicitly permit thke sd# Industrial
Hemp and hemp products in order to comply witha@&4 Farm Bill or the Statement of Principles. Tawmpany
takes the position that unless specifically prdbibiby state law, such activities comply whethenatrthe state has
an agricultural pilot project in place. Certain @tlstakeholders may take a narrower interpretatiamely that in
the absence of explicit state approval or recogmitind/or of an agricultural pilot program, suchities are
prohibited. Similarly, some DEA spokespersons htaken the position that the interstate commercidg f
consumable CBD products is outside the scope d2@id Farm Bill.

It is important to note that the Statement of Rples is merely federal agency guidance, not aenaftfederal law.
Indeed, the Statement of Principles explicitly etathat it “does not establish any binding leggumements.”

The Omnibus Appropriations Law

A key reason why federal agencies have not takér@ment actions against the sale of Industriahptelerived
products is Congress’ clear intent to prohibit ayemterference with state agricultural pilot pragrs. In 2015,
Congress enacted the Consolidated and Further itimgi Appropriations Act, 201%,which contained provisions
to block congressionally appropriated funds frormbeused to interfere with state implementatiohaf 2014 Farm
Bill, stating that “none of the funds made avaitdblo the U.S. Justice Department and DEA “may beduin
contravention” of the 2014 Farm Bfft. This provision was enacted, in part, in respors®EA enforcement
actions, including actions to block seeds impotigcdsome states in order to grow Industrial Hemp ianorder to
avoid similar DEA actions to stall full implemeritat of the 2014 Farm Bill.

Similar language was included in the Consolidatggrapriations Act, 2018> The Omnibus Appropriations Law
further clarified that agencies including the DEake blocked from prohibiting the “transportationpgessing, sale,
or use of Industrial Hemp, or seeds of such plgimyn or cultivated in accordance with the [Farri]Bvithin or
outside the State in which the Industrial Hemp fiewq and cultivated®® This language was carried into the

%0p.L. 113-235
51 p.L. 113-235, Division B, §539.
2p L. 114-113
% p.L. 114-113, Division A, §763.
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Consolidated Appropriations Act, 20t and, importantly, provides significant federal teaion to compliant hemp
activity at the state level.

On March 23, 2018, the Consolidated Appropriatides 2018 became law after signature by Presidenmp.
This bill reaffirmed the restrictions imposed b thrior consolidated appropriations acts of 2018,62and 2017
and remains in effect until September 30, 2018yfEth point some form of these protections arelyike be
reauthorized. The Consolidated Appropriations A15, Consolidated Appropriations Act, 2016, Coiastéed
Appropriations Act, 2017, and Consolidated Apprafions Act, 2018, are collectively defined hereia a
the “Omnibus Appropriations Law”.

For purposes of both the 2014 Farm Bill and the ®os1Appropriations Law, “industrial-hemp” includasy part
of the plantCannabis sativa Lhaving no more than 0.3% concentration of THC dnyawveight basis.

The Omnibus Appropriations Law has ensured the ressgof state hemp programs, effectively protecthng
transfer, the transport and - most critically - sade of Industrial Hemp pursuant to the 2014 Failifrom federal
interference. In addition, there is precedent that Omnibus Appropriations Law provides significgmbtection
against potential federal enforcement. In the Whiates v MclintosfT, the Ninth Circuit Court of Appeals ruled
that the Omnibus Appropriations Law prohibiting thee of federal funds to intervene with the implatagon of
state medical marijuana laws barred a federal eafoent action against a state compliant busind#isough this
case is only controlling in the Ninth Circuit, & @vidence of the import of appropriations protawti

Both the Omnibus Appropriations Law and the 2014nF8ill are set to expire on September 30, 2018esm
reauthorized by Congress. However, given currellitigad developments such as the introduction of themp
Farming Act of 2018 (i.e. the HFA), the recent usibn of the HFA in the current (i.e., 2018) Senagesion of the
Farm Bill, the June 13, 2018 approval of the curkemsion of the Farm Bill by the Senate Agricutl@ommittee
by a 20-1 vote, the September 30, 2017 the decdditime World Anti-Doping Agency to drop CBD fronsilist of

prohibited substances, the November 2017 pronoueceby World Health Organization’s Expert Committae
Drug Dependence as safe and well-tolerated, amwtidinked with any negative public health conceraisd the
increasing number of states choosing to regulaetbduction of hemp and CBD, the Company beli@adeption
of permanent hemp legalization in the form of tHeAHbr of reauthorization or extension of the 20k Bill is

likely.

DEA Position

In addition to the federal government’s guidancéhwespect to the scope of permissible activityaurttie Farm
Bill, DEA regulation specific to CBD and other cafninoids informs the legality of Company’'s operatio
Notwithstanding the Ninth Circuit’s holding in HWADEA Il, which, as discussed above, invalidategvppus final
rules promulgated by the DEA in the early 20008, EA subsequently published a regulation in 2016 2016
Final Rule”) also referred to as the “Marihuana Extract Rulehich states that all extracts from the canngbést
are Schedule | controlled substances, regardlesghich part of the cannabis plant the extractsdemved from.
Although the DEA subsequently issued a clarificatio the 2016 Final Rule, explaining that the 2616l Rule
includes only extracts that fall within the CSA idéfon of marijuana, and does not include matsratcluded from
the CSA definition of marijuana, it makes cleartttiee DEA does not believe CBD can be derived immercially
viable amounts from the parts of the plant exempi®in CSA control, noting that the cannabinoids are
concentrated in the flower and that CBD preserstafk is generally due to the presence of resindéfsed above,
according to the DEA, resin from any part of thanplis clearly included in the CSA definition of amijuana.”

This position is again emphasized in a 2018 Niritieu@t Court of Appeals case éfemp Industries Association, et
al., Petitioners, v. Drug Enforcement Administratie@t al., RespondentdNos. 03-71336; 03-71603, 2017 WL
10721879 (C.A.9) (1A v. DEA I11"). In this case, HIA and other industry petitiogdiled a Petition for Review
seeking to block the implementation of the DEA'd @0-inal Rule on marihuana extracts, in part, dlagnthat the
2016 Final Rule conflicted with the 2014 Farm BIH. response to the case, a bipartisan group ofressional
members submitted an amicus brief arguing the DEsfasce is in contravention of the Farm Bill andeotlaws,
and that the intent and plain meaning of the FailinnBs to open Industrial Hemp to national comnmractivity.

% p.L. 115-31, Division A, §537.
333 F.3d 1163, 1168 {CTir. 2016)
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On April 30, 2018, the Ninth Circuit Court of Apdsalenied the HIA’s appeal of the 2016 Final Rudesdd on
procedural grounds, but importantly confirmed thila¢ Farm Bill adequately acknowledges the conféat
preempts the CSA, confirming that the 2016 FindeRIoes not apply to Industrial Hemp grown lawfullyder the
Farm Bill. Therefore, to the extent products araveel lawfully pursuant to the Farm Bill, the Comgabelieves
they are pre-empted from CSA control.

On May 22, 2018, the DEA issued an internal divecto its agents concerning the legality of hemg hamp-
derived products. The key language stating:

“Products and materials that are made from the afasisrplant and which fall outside the CSA
definition of marijuana (such as sterilized seeamlsor cake made from the seeds, and mature
stalks) are not controlled under the CSA. Such petsdmay accordingly be sold and otherwise
distributed throughout the United States withouwdtrietion under the CSA or its implementing
regulations. The mere presence of cannabinoidstigself dispositive as to whether a substance
is within the scope of the CSA; the dispositive stimn is whether the substance falls within the
CSA definition of marijuana.”

Further, they clarified the controversial “marija@a@xtract” rule:

“This directive does not address or alter DEA’sviyas statements regarding the drug code for
marijuana extract and regarding resin. &stablishment of a New Drug Code for Marihuana
Extract, 81 Fed. Reg. 90194 (Dec. 14, 2016); Cieaifon of the New Drug Code (7350) for
Marijuana Extract As DEA has previously explained, the drug codenfarijuana extract extends
no further than the CSA does, and it thus doesapply to materials outside the CSA definition of
marijuana.”

To be clear, the DEA believes that it has no emforent authority over hemp or hemp products thaeactuded
from the CSA. This should include any product dedifrom hemp grown as part of a Farm Bill-authatipdot
program, which the Farm Bill explicitly includesdiwithstanding” the CSA. (This interpretation wasirmed by
the Ninth Circuit Court of Appeals which stated tRarm Bill “contemplates potential conflict betwedéme
Controlled Substances Act and preempts it.”)

Of course, the DEA did not specifically articuldtés exception. As discussed elsewhere, the scbpermitted
activity under the Farm Bill is still the subjedt debate, and proposed federal legislation mayifgléne scope of
permissible activity.

Further, despite the DEA’s concession that it naaims no jurisdiction with regard to 2014 Farm Bititivities, there
remains concern over the extent to which otherrddstate and local agencies defer to the DEAfBezanegative
rhetoric towards the 2014 Farm Bill in the StatetmainPrinciples, thereby causing adverse impactsrst) those
acting pursuant to the 2014 Farm Bill including itex, misguided enforcement by state and localaiitls that
are confused by DEA's conflicting interpretatiorfs @nd misrepresentations of the congressionahiriiehind, the
2014 Farm Bill's hemp amendment.

The Hemp Farming Act of 2018

On April 12, 2018, U.S. Senate Majority Leader MitMcConnell (R-KY) introduced the HFA, which would
permanently legalize hemp, removing it from thevigw of the Controlled Substances Act, and clagsifyt as an
agricultural commodity. He was joined as an initalsponsor by U.S. Senator Ron Wyden (D-OR). Sthee
introduction, more than two dozen Senators havespbas co-sponsors, a bi-partisan array that iesllllS, Senate
Minority Leader Chuck Schumer. The HFA was includeds entirety in the Senate version of the 26a8m Bill,
which was approved by a 20-1 vote in favour by 8snate Agriculture Committee on June 13, 2018. ¢ead
McConnell has stated that he expects consideratiuh passage, but the full Senate by that chambelys4 recess.
An effort by U.S. Senator Charles Grassley (R-id\ptfer an amendment that would have explicitlyepted hemp
extracts like CBD from the Controlled Substances @&@mption was debated and was so unpopulartthetsi not
formally considered.
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On April 12, 2018, U.S. Congressmen James ComdfYRand Jared Polis (D-CO) introduced a companitin b
H.R. 5485, in the House of Representatives, shahegame mission and language as the McConneléwidl.

This legislation, if passed, would:

« remove hemp (all parts of the Cannabis plant wittbacentration of not more than 0.3% THC) from the
purview of the CSA. The bill is more expansive thla@ 2014 Farm Bill in that it specifically de-sclutes
all derivatives, extracts, cannabinoids and seddsemp as long as those portions of the plant remai
below the THC threshold. This means that populanpghéood products like hemp-derived CBD would be
considered agricultural commodities rather thartrotled substances;

 allow U.S. states (and Native American Tribes) egulate hemp growth and cultivation in their
jurisdictions, building off of the 2014 Farm Billlpt programs. The states would submit a regulafday
to the USDA, which plan must demonstrate policeinpoint locations of hemp production, to test fo
THC, and to destroy uncompliant plants. Many stdtase already developed compliant regulatory
structures for their pilot programs which the Compaelieves can be easily transitioned for these
purposes;

 make hemp research eligible for competitive grantdfing at USDA. Moreover, crop insurance would be
made available for hemp farmers; and

» clarify that nothing in the proposed Hemp Faming Aould authorize interference with the interstate
transportation or commerce of hemp or hemp products

FDA Approval of Epidiolex

In Summer of 2018, its expected that the FDA vgdluie to GW Pharmaceuticals plc its approval fodigfgx, the
first Cannabis-derived prescription medicine taabeailable in the U.S. The active ingredient in Egliek is CBD. It
is possible that this approval (which acknowledipesmedical efficacy of CBD), in addition to an FB3Alicitation
of public comments on Cannabis safety and mediffedaey and other factors discussed herein, matjabei a
rescheduling of marijuana or marijuana derivatipessuant to the CSA.

State Regulation of Industrial Hemp

At present, the Company sources only from propwetgperations and contract suppliers located inof2mlo,
Kentucky and Oregon that are in compliance withiestnd federal regulationRegulations with respect to the
treatment of Industrial Hemp vary from state tdestend continue to evolv&he regulations of the particular states
most impactful to SBI's business are describedvelo

Colorado

The bulk of the Company’s operations are basedionr@do as a result of the state’s legalizatiomdtistrial Hemp
and mature regulatory program.

Passed in 2012, Amendment 64 to the Colorado Qotisti directed the General Assembly to enact latjo
governing the cultivation, processing and salemafustrial Hemp by July 1, 20%%.In 2013, responsibility for
establishing regulations pertaining to the culimatof Industrial Hemp, including registration aim$pection, was
delegated to the CDA. The CDA adopted rules and regulations that sethfoequirements for registration,
inspection, and testirj.

After the passage of the 2014 Farm Bill, the Caloréegislature passed the Colorado Industrial H&egulatory
Program Act establishing the Colorado IndustriaimdeRegulatory Prografi. The Colorado Industrial Hemp
Regulatory Program Act expressly authorizes twdirdis categories of Industrial Hemp cultivation istgation to
be issued and administered by the CDA: (i) R&D; &idcommercial. “Research and Development” isinked as
the “cultivation of Industrial Hemp by an institoti of higher education under the pilot program adstéred by the

% Colo. Const. art. XVIII, § 16

5" Colorado Senate Bill 13-241.
%88 CCR 1203-23.

*See C.R.S. §835-61-101, et seq.
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CDA for purposes of agricultural or academic reskan the development of growing Industrial Hemip.n
comparison, “Commercial” is defined as “the growthindustrial Hemp, for any purpose including erigggin
commerce, market development and market reseayadmnypperson or legal entity other than an insttubf higher
education or under a pilot program administerethieyCDA for purposes of agricultural or academaeezch in the
development of growing Industrial Hemf-”

The Company believes that cultivation registratitorsR&D purposes that operate in compliance witbACrules
and regulations comply with the conditions of tH&l2 Farm Bill, and cultivation registrations fornamercial
purposes operating in compliance with CDA rules aagilations comply with the 2014 Farm Bill.

Finally, on May 30, 2018, the governor of Colorado signediddoBill 18-1295 into law. This legislation modgie
the Colorado Food and Drug Act to establish thatifaosmetics, drugs, and devices, as those teerdedined in

the act, are not adulterated or misbranded byeviofucontaining Industrial Hemp. This law incorpeisaa policy
established in 2017 by the Colorado Department eélth and Environment CDPHE”) that allowed for the
production and sale of food products containingubtdal Hemp, so long as certain express conditiorse

satisfied.

Kentucky

Kentucky established a robust agricultural pilaigram in 20132 which it expanded in 2017. Program participants
may grow, cultivate, handle, process or market $tiil Hemp and Industrial Hemp products. In 2ah@,program
covered 3,100 acres and included hundreds of paatits. For 2018, the program has approved 14,664 dor the
agricultural pilot program. The Kentucky DepartmedfitAgriculture has promulgated regulatibhand issued a
policy guide for the program, both of which haveved as models for newer Industrial Hemp regimesther
states.

Kentucky adopts the definition of “Industrial Henfib”set forth under federal law. Kentucky's definitiai
marijuan&® excludes lawful Industrial Hemp and Industrial Heproducts, as well as the stalks, fiber and oilrfr
seeds of the Cannabis plant.

Kentucky’s definition of marijuana specifically erpts Industrial Hemp products that do not contaig kving
plants, viable seeds, leaf materials or floral mals as well as CBD products derived from hethp.

While the Company itself is not a program partiaipa does take steps to ensure that the Kentbelsgd suppliers
with which it contracts are participants in the Kerky agricultural pilot program, including requig suppliers to
represent and warrant their compliance with Kengdakv in writing.

Oregon

Oregon’s Industrial Hemp laws are also evolvingluistrial Hemp extracts and CBD are referred toefindd in
Oregon’s Industrial Hemp statutes and the statesith regulation’ pursuant to which an “industrial hemp
commodities or product” includes CBD and other compds derived from henff. Further, all cannabinoid
products from hemp must be tested for their THC &BD content and microbiological contaminafit©nly a
grower registered with Oregon Department of Agtictd (the Department”) may produce Industrial Hemp, and
only a handler registered with the Department magcgss Industrial Hemp. A separate registratioredgiired to

€0 8 CCR §1203-23(1.12).

18 CCR §1203-23(1.3).

62 Ky. Rev. Stat. 8§ 260.850-.858

63302 Ky. Admin. Regs. 50:010-080

4 Ky. Rev. Stat. § 260.850(5)

6% Ky. Rev. Stat. § 218A.010(27)

€ Ky. Rev. Stat. § 218A.010(27)(c)-(f)

57 SeeOregon Revised Statut§571.300 et seq.; Oregon Administrative Rule9% ®48-0010 et seq.
8 OAR § 603-048-0010 (11)(a).

6 1d. at § 603-048-2320, 603-048-2340.
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handle Industrial Hemp seed. There are furtherictishs on who an Industrial Hemp registrant ceiht®’® and the
Company'’s packaged goods must comply with OregdH€, CBD and microbiological testing requirements.

While the Company itself is not registered in Omegid does take steps to ensure the Oregon-baggidiens with
which it contracts are appropriately registerechwiite Department, including requiring suppliersgpresent and
warrant such compliance in writing.

FDA Regulation

The governing food and drug law in the United Stasethe Federal Food, Drug, and Cosmetic Act ttie FDCA).
The purpose of the FDCA is to forbid the movemeniniterstate commerce of adulterated and misbraifoied]
drugs, devices and cosmeti¢sThe FDA is charged with protecting the integriytbe U.S. food supply and its
cosmetic products, as well as monitoring the saéatg efficacy of drugs, biological products, anth@dt any
compound intended for human or animal consump&asnong other ared$.To date, the FDA has not approved
marijuana, CBD, and other individual cannabinoidsdaugs, nor has the FDA deemed any marijuana, GBD,
other individual cannabinoids permissible for uselietary supplements, as dietary ingredients vaées for use in
food. This creates additional barriers to lawfslling cannabinoid and cannabinoid-based prododte U.S.

The Dietary Supplement Health and Education Ace (tBPSHEA”), an amendment to the federal FDCA,
established a framework governing the compositgafety, labeling, manufacturing and marketing coétatiy
supplements in the United States. Generally, uB&HEA, dietary ingredients marketed in the Unitegt&s prior
to October 15, 1994 may be used in dietary suppiésngithout notifying the FDA. “New” dietary ingreshts (i.e.
dietary ingredients “not marketed in the Unitedt&abefore October 15, 1994") must be the subjéet new
dietary ingredient notification submitted to the ADnless the ingredient has been “present in tbd &upply as an
article used for food” without being “chemicallyteded.” Any new dietary ingredient notification mysovide the
FDA with evidence of a “history of use or otherdamce of safety” establishing that use of the dyeiiagredient
“will reasonably be expected to be safe.”

The FDA has taken the position that CBD cannot laekated in a dietary supplement because it has theen
subject of investigation as a new drug (such mgris referred to assND Preclusion”). There is evidence that
GW Pharmaceuticals plc received authorizationtfmvestigation as a new drugN'D") related to CBD in 2006.
Excluded from the DSHEA definition of a dietary plgment is: “an article authorized for investigatias a new
drug, antibiotic, or biological for which substaaitclinical investigations have been instituted doidwhich the
existence of such investigations has been madécpuidtich was not before such approval, certifizatilicensing,
or authorization marketed as a dietary supplemeas@ food unless the Secretary, in the Secrstdigtretion, has
issued a regulation, after notice and comment,irfipdhat the article would be lawful under this Adt is the
FDA's interpretation of the IND Preclusion that theeclusion date is the date in which it authoritteel drug for
investigation; however, the Company believes thame significant arguments against this positionthat all
conditions of the statute must be met before tHe Mieclusion applies, including (1) authorization ihvestigation
as a new drug; (2) substantial clinical investigiagi must be instituted; (3) such substantial ingasbns must be
made public; and (4) all of the above must occigrpgo the marketing of the article as a food atdiy supplement.
As discussed below, the FDA takes the position @D was not marketed in a food or dietary supplampeior to
all of the conditions for the IND Preclusion reridgr effective. The Company disagrees with this fpmsiand
further believes that its products were sold irelistate commerce prior to the publication of suiih clinical
investigations. Thus, the Company takes the posttiat the IND Preclusion does not apply. As ofdhge of this
prospectus, the Company has not, and does notdiritefile an investigational drug application withe FDA,
concerning any of its products that contain CBOwet from Industrial Hemp.

The FDCA similarly does not recognize CBD as safeue in food products, stating that a substaddedto food
is unsafe unless the substance is Generally Rexedyais Safe GRAS”). The FDA has declined to recognize CBD
as GRAS for human consumption, although certaintheeed oils may be considered GRAS! Further research is

® OAR § 603-048-0100.

"' Ky. Rev. Stat. 8§ 260.850-.858

2U.S. Food and Drug Administration, Mission Statatne
http://www.fda.gov/downloads/aboutfda/reportsmasfeaims/reports/budgetreports/ucm298331.pdf
821 CFR § § 170.30(b), (c), 170.3(f).
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needed to determine if other cannabinoids woulddmsidered GRAS or what steps would be necessatiidm to
be recognized as GRAS. In the meantime, stakel®laier collecting data to pursue a GRAS determindto
CBD. Enforcement of this prohibition has been sdmrat best, with CBD products being sold acrogsnhtion
with FDA enforcement generally limited to producteking unlawful drug or health claims. But suchesaof
consumable CBD products, even if compliant with @®A, would not be legal pursuant to the FDCA. WIGEW
Pharmaceuticals plc is currently seeking FDA apalrdor a Cannabis-based pharmaceutical producif Hee date
hereof the FDA has not approved Cannabis, marijuar@BD as a safe and effective drug for any initica The
Company’s products containing CBD derived from Istdial Hemp are not marketed or sold using clainas their
use is safe and effective treatment for diseasdittons pursuant to the FDCA.

In October 2017, the Company received a warningidtom FDA regarding claims being made for itegurcts
and citing to FDA’s position concerning the IND Blesion (the Warning Letter ”). The Company responded in
two phases: (1) one letter identifying correctietians made to its website and marketing relatgordoluct claims;
and (2) a separate letter responding to FDA’s contsnen IND Preclusion and establishing the Compapypsition
that CBD is not precluded from being a food or algtingredient since it was marketed in a food mtaty
supplement prior to substantial clinical investigas being instituted and being made public.

On May 23, 2018, the Company received a respomse FDA noting the changes to the Company’s welzsit
marketing, but also indicating the FDA did not agwith the Company’s position that CBD is not pogled from
being a food or dietary ingredient since it waskatad in a food or dietary supplement prior to saual clinical
investigations being instituted and being made ipuBls stated above, the Company does not agrdethét FDA's
position and will respond to this letter in due @

Despite the position taken by the FDA, the Compéelieves there is substantial uncertainty and wdiffe
interpretations among state and federal regulaémgncies, legislators, academics and businessts \akether
cannabinoids were present in the food supply andeted prior to October 15, 1994 or whether sudtugion of
cannabinoids is otherwise approved by the FDA asadj ingredients, notwithstanding that Cannabid tre
cannabinoids contained therein have been therajdlytused and consumed as food by human beingsefduries
even if not specifically labeled as CBD or othenmabinoids. In addition, the Company believes tliemibstantial
uncertainty and different interpretations as to the cannabinoids are by definition an impermissiatiulterant
due to Cannabis being a controlled substance uhdeCSA. As a result, the Company believes therédegality
regarding the distribution and sale of hemp-baseducts intended for human consumption or cosmes& must
be considered on a case-by-case basis and thatiniertainties cannot be resolved without furthedefal
legislation, regulation or a definitive judicialt@rpretation of existing legislation and rules. étetmination that
hemp products containing cannabinoids were noeptéa the food supply, marketed prior to October11994, are
not otherwise permissible for use as a dietaryddgnt or are adulterants, may have a materialeme effect
upon the Company and its business. Moreover, if RB& were to enforce the IND Preclusion based an it
interpretation of the legislation, this would havenaterially adverse effect upon the Company anbusiness. See
“Risk Factors - Risk Related to the Regulatory Exmrinent.

Hemp derived products may be legally sold and matdké the United States where they contain hemuldy
imported from another country or cultivated purduina state agricultural pilot program, providée fproduct
complies with the FDCA and applicable state anderfaldlaw. Textiles, fibers, and certain food andmetic
products containing hemp seed and hemp seed ailbedawfully sold in compliance with federal laRroducts
containing CBD, however, may only be legal to thtest they are lawfully sourced, sold in a staterghstate law
does not prohibit such sale and where they are kampwith the FDCA. Compliance with the FDCA masope
difficult for most CBD products, while other hempd®d products such as hemp seed, hemp seed oitedauh
non-consumable products may be able to achieve lamp with FDCA more easily. Regardless of thealig of
any CBD product, risk is inherent in any commer&a&D business since the DEA currently takes thétiposthat
CBD is regulated as a Schedule | controlled substaaithough pending legislation or the pendingraygl of the
first cannabis-based pharmaceutical drug and easenlay impact the DEA’s position.

721 CFR § 1308.35 (a)(2). The DEA's final rule egal hemp materials and products specifically eledumaterials used for human
consumption
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Future Uncertainty of Legal Status

There remain a number of considerations and urnges regarding the cultivation, sourcing, prodactand
distribution of Industrial Hemp and products coniag hemp derivatives. Applicable laws and regalati remain
subject to change as there are different interpogimamong federal, state and local regulatoryeigs, legislators,
academics and businesses with respect to the eeawhthe importation of derivatives from exemppextions of
the Cannabis plant and the scope of operation d# Farm Bill-compliant hemp programs relative te 8SA and
the emerging regulation of cannabinoids. Thesedifft federal, state and local agency interpretatias discussed
above, touch on the regulation of cannabinoidsHey DEA and/or the FDA and the extent to which ingdr
derivatives, and/or 2014 Farm Bill-compliant cuiiors and processors may engage in interstate comame
whether under federal and/or state |ale uncertainties likely cannot be resolved withoufurther federal and
state legislation, regulation or a definitive judidal interpretation of existing legislation and rules.

Numerous states are adopting laws governing Industemp and CBD. For example, at the state lemelMarch
21, 2018, Indiana’s Governor signed into law Seille52, which allows the distribution and retaile of “low-
THC hemp extract,” defined as a product “(1) dedi'edm Cannabis sativa Lthat meets the definition of Industrial
Hemp; (2) that contains not more than 0.3% delfd4€ (including precursors); and (3) that contaims ather
controlled substances.” More recently, on JuneQL82 Missouri’'s Governor signed into law House Rill34, a
comprehensive hemp-legalization measure which @tpliexempted from law enforcement control “inchiest
hemp commodities and products and topical or irlgiesanimal and consumer products derived from stidal
hemp with a delta-9 tetrahydrocannabinol conceptraif not more than three-tenths of one percerd dry weight
basis.”

While over 40 other states have legalized some fafrmedical marijuana or CBD for certain approveaditions

or with other restrictions on access, the Indiama lissouri laws, among others, may set precederthese and
additional states to ease restrictions and expegdl laccess to CBD products, in particular thosé Waw THC

content.

The Company’s Regulatory Compliance Activities

The Company’s senior management team regularly toxenithe development of applicable U.S. laws arel th
Company engages U.S. legal counsel to ensureojpasating in compliance with all applicable lawsl grermits.
These compliance-related activities include effaffecting the following objectives, when and aplajable:

e ensuring all raw materials are sourced in compéanith the 2014 Farm Bill and applicable state and
local laws;

» evaluating supply chain partners for quality stadda

» setting and maintaining quality standards throwyh material specifications;

» employing qualified quality assurance personnet; an

* ensuring processing activities performed in Coloradmply with CDPHE Guidance, the Colorado
Food and Drug Act, and the Colorado Industrial HdRegulatory Program Act.

SBl is a key member of the U.S. Hemp Roundtable. Uts8. Hemp Roundtable is a coalition of dozensdfistrial
Hemp companies representing each key link of telymt chain, from seed to sale, as well as thestnidli Hemp
industry’s major national grassroots organizatiddsth SBI's and the U.S. Hemp Roundtable’s goabisecure
passage of bi-partisan legislation in the U.S. Cesg that would establish Industrial Hemp as aricaltural
commodity, and permanently remove it from regulats a controlled substance. SBI is also workingetly with
the U.S. Hemp Roundtable’s efforts to develop staasl best practices and a self-regulated orgéamizéir the
industry to give confidence to consumers that IiihisHemp products are safe, and to law enforcemikat
Industrial Hemp products are legal.
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EUROPEAN, ASIAN AND CANADIAN REGULATORY MATTERS

Europe and Asia

SBI is currently exploring manufacturing partnepshifor local production and/or distribution in sz
international markets. Products would be tailoreith vepecific attributes to comply with local regudms as
applicable. Legislative approaches to regulatiolf©BD related products vary country by country, uglthg local
regulations with respect to THC content, and carito evolve. For example, to comply with morerieite THC
content specifications in Europe, products distadutherein must contain no more than 0.2% THC.

Canada

Although the Company’s products are not marijudhay are listed on Schedule 2 of the CDSA. Theegftheir
importation and sale in Canada is governed by Hezdinada, which has the authority to grant exemptfoom the
CDSA and issue importation certificates on a casedse basis. The Company requires each Canadiehgser to
provide such a certificate from Health Canada fatecs delivered to Canada, which certificate allahes legal
importation thereof by the purchaser. The Compargsdot produce any products in Canada.

USE OF PROCEEDS

The Company estimates that its net proceeds oOffering will be approximately G& million, after deducting
Underwriters’ Fees of Gand the expenses of the Offering which are estichad be C$. The Company does not
expect to receive any proceeds from the exercigheoOver-Allotment Option given that the Sellinga®holders
will be selling thereunder.

The Company intends to use the net proceeds @tieeing as follows:

Expansion of production capacity €PUSTe)
Cultivation infrastructure GCé (US$e)
Research and product development e [YSde)
Working capital and general corporate purposes C%e (USTe)

Total C$e (US$e)

Expansion of production capacity

The expansion of production capacity includes asites real property acquisition, including enginegr design
and construction of a facility suitable for the guction of dietary supplement, food and cosmetdia products.
The purpose of any such acquisition would be tdbkn&BI to further expand its production capaciteaneet
expanding customer demand. Development plans amln aarly stage, and the land, building and equipme
required for any such facility have not yet beesniified, nor have costs been determined.

Cultivation infrastructure

Cultivation infrastructure includes investment iy grocessing and drying infrastructure at SBI'sldZado and
Kentucky farming operations; (ii) leasehold imprments and expansion of SBI's existing horticulttaeilities;
(ii) purchase of land and building for a secondticalture facility to include two small footprirgreenhouses; and
(iv) farming related equipment and infrastructuce service SBI's expanding farming operations in cZadlo,
Kentucky and Oregon.

Research and product development

Research and product development activities, agrtaicen by SBI in the ordinary course, are ongang are
anticipated to include development of new hemp-thgs@ducts and product formats, new plant geneatiud
processing equipment creation and modification.
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Working capital, marketing and general corporate puposes

The proceeds allocated to working capital, marketind general corporate purposes are anticipatbe tesed to
fund growth opportunities that may arise in respd&$BI’s business over time and to expand margataach both
domestically and internationally. The actual expemd of such funds will be dependent upon marketditions
and competitive pressures which may evolve andldpve the future.

The foregoing represents the Company’s currentfities based upon its present plans and businesktioms to
use and allocate the net proceeds of the Offelih@nagement, however, will have discretion to modifig
allocation of the net proceeds of the Offeringalf unforeseen event occurs, business conditionsgehar the
Company needs to account for business fluctuatiblesCompany may use the proceeds of the Offeriffgreintly
than as described in this prospectus.
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PRIOR SALES

The only issuance of securities by the Companyr poiche date of this prospectus was the issuahoeeCommon
Share for C$1.00. This Common Share will be caadalipon Closing for no consideration.

The following table sets forth the issuances by $Bkhares or any securities exchangeable for shafréhe
Company during the 12-month period before the déthis prospectus, both on a pre-Reorganizatisisband
after giving effect to the Reorganization, on arcasverted basis. As part of the Reorganizatiobe¢aompleted
prior to Closing, shares of common stock of SBIlwié exchanged for Proportionate Voting Shares alhd
convertible securities of SBI will become convediimto Proportionate Voting Shares. S@oftporate Structure —
Reorganizatioh

Type of Security Number of Price Per Share  Total Consideration
Date of Issue Issued Securities Issued (US$) (US$)
July 19, 201 Common Shares 62,258 $0.005 ($0.00056 $311
(560,324 Common Shares after giving effect
after giving effect to the to the

Reorganization, on an as- Reorganization)
converted basis)

August 24, 201¥ Options 285,000 $5.00 ($0.556 after Nil
(2,565,024 Common Shares 9VINg effect to the
after giving effect to the Reorganization)
Reorganization, on an as-
converted basis)

January 1, 2018 Options 275,000 $5.00 ($0.556 after Nil
(2,475,024 Common Shares 9VINg effect to the
after giving effect to the Reorganization)
Reorganization, on an as-
converted basis)

May 25, 2018 Common Shares 8,333 $5.00 ($0.556 after $41,665
(74,996 Common Shares 9iving effect to the
after giving effect to the Reorganization)
Reorganization, on an as-
converted basis)

Notes:
1) Exercise of founder’s stock options.
) Issuance of stock options to employees and comséslfpaursuant to the Legacy Option Plan.

In addition to stock options issued under the Lgdaption Plan, on January 15, 2015 SBI issued Feufptions
to certain non-U.S. resident founders. These Fau@g#ions were issued concurrent with the issuéoahder
shares to the remainder of the founding sharehajdaup. The individuals who received Founder Ottiorere
restricted from the issue of founder shares onvadgit terms to the rest of the group due to natgradverse tax
consequences as a result of their non-U.S. resitaiis and the Company’s then-current legal stasuan S-
Corporation. Founder Options are not part of thgdoy Option Plan and were not issued for the papaxf
encouraging retention or other factors typicallparsated with an employee stock option plan. Therfcial
statements treat these instruments as distinct éqtions listed under the Legacy Option Plan.

For a description of the current and anticipatethiner of issued and outstanding securities of theg@2ay, see
“Consolidated Capitalization of the Compéany
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SECURITIES SUBJECT TO CONTRACTUAL RESTRICTION ON TR ANSFER

Lock-Up Arrangements

Under the terms of the Underwriting Agreement, @mempany and each of its senior officers, directord certain
shareholders, and each such person’s associatesffaiatles, has agreed, subject to certain limisxdeptions, not
to directly or indirectly offer, issue, sell, grarsecure, pledge, or otherwise transfer, disposer ahonetize, or
engage in any hedging transaction, or enter inyofamm of agreement or arrangement the consequaiefich is
to alter economic exposure to, or announce anyiioie to do so, in any manner whatsoever, any Com8itares
or securities convertible into, exchangeable fomtherwise exercisable to acquire Common Shareshar equity
securities of the Company for a period of 180 d#yer the Closing Date (thé.6ck-Up Period”), without the prior
written consent of the Lead Underwriter, such cahset to be unreasonably withheld, except, asiegigk, in the
case of the Company or the applicable person, mjuaation with; (i) the grant or exercise of stogftions and
other similar issuances pursuant to the share fiveerplan of the Company and other share compersati
arrangements, provided that the exercise priceespeact of any stock option grants is not less thanOffering
Price; (ii) the exercise of outstanding warranii§); ¢bligations of the Company in respect of ekigtagreements;
(iii) the issuance of securities by the Compangdnnection with acquisitions in the normal courééuwsiness; or
(iv) in the case of a person other than the Companyrder to accept a bona fide take-over bid medall
securityholders of the Company or similar busiresabination transaction.

To the Company’s knowledge as at the date of ttospectus, the number of securities which are ipatied to be
subject to a Lock-Up Period following completiontbé Offering are set out below:

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

Common Shares (after giving effect to the o® %
Reorganization, on an as-converted basis)

Note:
1) e Common Shares after giving effect to the Reorgsiua on a fully-diluted as-converted basis(%
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PLAN OF DISTRIBUTION

General

This prospectus qualifies the distribution of aigragate ofe Offered Shares at a price of €per Offered Share,
for gross proceeds to the Company from the Offeah@$e and gross proceeds to the Selling Shareholdens fro
the Secondary Offering of @$

The Offering Price of the Offered Shares was datexth through negotiations between the Company aed t
Underwriters. The Offering Price may not be indiatof the market price of the Common Shares atter
Offering.

Pursuant to the Underwriting Agreement, the Comphay agreed to sell and the Underwriters have akyer
agreed to purchase an aggregates dDffered Shares at a price of €Per Offered Share for aggregate gross
proceeds of Cé payable in cash to the Company against deliveth@Offered Shares on the Closing Date or such
later date as the Company and the Underwriterseagré no later tham , 2018, subject to and in compliance with
all of the necessary legal requirements and camditcontained in the Underwriting Agreement.

In consideration for their services in connectidthwhe Offering, the Company has agreed to payJhéerwriters

a fee equal to 6.0% of the aggregate gross proadetie Offering (C$ per Offered Share), for an aggregate cash
commission of C# and the Broker Warrants. The cash commission lvéllpaid by the Company based on the
number of Offered Shares sold under the Offeringluding in respect of any Offered Shares sold utite Over-
Allotment Option. It is estimated that the totaperses of the Offering, not including the Undermsvst Fees, will

be approximately G& All such expenses of the Offering will be paidthg Company.

The Company and the Underwriters agree that the shlthe Additional Securities may be completedaas
Secondary Offering by the Selling Shareholders iplex) that the Underwriters shall receive the Undiens’ Fee
in respect of any Offered Shares sold by way ofSbeondary Offering. The Company and the Sellingr&tolders
have agreed to grant to the Underwriters an Ovégtiient Option, exercisable in whole or in paraay time and
from time to time for a period of 30 days followitige Closing of the Offering, to purchase up toadditionale
Offered Shares from the Selling Shareholders (sgmting 15% of the Offered Shares offered purstmarthe
Offering), on the same terms as set forth abovelystd cover over-allotments, if any, and for markebilization
purposes.

This prospectus also qualifies the grant of theré\ltment Option and the Brokers Warrants anddigribution
of the Offered Shares upon the exercise of the @lletment Option and Common Shares upon the egerof the
Broker Warrants. A prospective purchaser who aegu®ffered Shares forming part of the Over-Allotin®ption
acquires those Offered Shares under this prospeemardless of whether the Over-Allotment Optisultimately
filled through the exercise of the Over-Allotmermt®n or secondary market purchases.

Price Stabilization, Short Positions and Passive M&et Making

In connection with the Offering, the Underwriteraynsubject to applicable law, over-allocate oeeftransactions
which stabilize or maintain the market price of @@mmon Shares at levels other than those whidrwibe might
prevail on the open market, including: stabilizingnsactions; short sales; purchases to coverigusitreated by
short sales; imposition of penalty bids; and syaicovering transactions.

Stabilizing transactions consist of bids or purelsawade for the purpose of preventing or retardidgcline in the
market price of the Common Shares while the Oftgimin progress. These transactions may alsodectver-
allocating or making short sales of the Common &hawhich involves the sale by the Underwriters gjreater
number of Common Shares than sold in the Offer8fprt sales may be “covered short sales”, whichshoat
positions in an amount not greater than the Ovéstddent Option, or may be “naked short sales”, Whace short
positions in excess of that amount.

The Underwriters may close out any covered shositijpn either by exercising the Over-Allotment @pij in
whole or in part, or by purchasing Common Shareghim open market. In making this determination, the
Underwriters will consider, among other things, fivece of Common Shares available for purchaséhéndpen
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market compared with the price at which they marcpase Common Shares from the Selling Sharehaldiersgh
the Over-Allotment Option.

The Underwriters must close out any naked shoritiposby purchasing Common Shares in the open narke
naked short position is more likely to be createthé Underwriters are concerned that there maydenward
pressure on the price of the Common Shares in pem onarket. Any naked short sales will form parttioeé
Underwriters’ over-allocation position. A purchaseno acquires Offered Shares forming part of theldswriters’
over-allocation position resulting from any covedtrt sales or naked short sales will, in eaclk,casquire such
Offered Shares under this prospectus, regardlesdether the Underwriters’ over-allocation positisrultimately
filled through the exercise of the Over-Allotmerpt®n or secondary market purchases.

In addition, in accordance with rules and policatsients of certain Canadian securities regulatatiyorities and
the Universal Market Integrity Rules for Canadiaarkktplaces UMIR "), the Underwriters may not, at any time
during the period of distribution, bid for or puesfe Common Shares. The foregoing restriction isehier, subject
to exceptions where the bid or purchase is not rmadthe purpose of creating actual or apparernvadtading in
or raising the price of the Common Shares. Thesemions include a bid or purchase permitted utiteby-laws
and rules of applicable regulatory authorities &mel CSE, including UMIR, relating to market statalion and
passive market making activities and a bid or pasehmade for and on behalf of a customer whererter was
not solicited during the period of distribution.

As a result of these activities, the price of tr@mm®non Shares may be higher than the price thatwite might
exist in the open market. If these activities asenmenced, they may be discontinued by the Undestsriat any
time. The Underwriters may carry out these transaston any stock exchange on which the CommoneShare
listed, in the over-the-counter market, or otheewis

General Terms of the Underwriting Agreement

Under the terms of the Underwriting Agreement, tdaderwriters may, at their discretion, terminates th
Underwriting Agreement upon the occurrence of derévents, including “material change out”, “disasout”,
“proceedings to restrict distribution out” and “rkat out” clauses. The Underwriters are, howevevessly
obligated to take up and pay for all of the Offefthares that they have agreed to purchase if atlyeoDffered
Shares are purchased under the Underwriting Agreeme

Under applicable securities laws in Canada, cepairsons and individuals, including the Compang, $elling
Shareholders and the Underwriters, have statutabjlity for any misrepresentation in this prospes;tsubject to
available defences. The Company and the SellingeBb&ders, in the event the Over-allotment Opt®exercised
and limited to the proceeds thereof, have sevemdjseed to indemnify the Underwriters and theipeesive
affiliates, directors, officers, employees and mpars (the Indemnified Parties”) against certain liabilities
including, without restriction, civil liabilities nder applicable securities legislation in Canada tancontribute to
any payments that the Underwriters may be requoedake in respect thereof.

Prior to the Offering, there has been no publickeafor the Common Shares. The sale of a substantiaber of
the Common Shares in the public market after thierdfy, or the perception that such sales may qamould
adversely affect the prevailing market price of Bemmon Shares. Se&isk Factors — Risks Related to the
Offering — No Prior Public Markét Furthermore, because the Company has agreedt théit not offer or sell any
equity securities of the Company (or other seasgitonvertible into, or exchangeable or exercisé&rieequity
securities of the Company) during the Lock-Up Peérithe sale of a substantial number of Common Sharéhe
public market after these restrictions lapse cauldersely affect the prevailing market price of @@mmon Shares.

The Offered Shares will be offered in each of thevimces of Canada (other than Québec) throughethos
Underwriters or their affiliates who are registetedoffer the Offered Shares for sale in such progs and such
other registered dealers as may be designatedebyrilerwriters. Subject to applicable laws, the émditers may
offer the Offered Shares outside of Canada.

The Offered Shares offered hereby have not beenndhdot be registered under the U.S. Securities & any
state securities laws and accordingly may not liered or sold in the United States except in trafsas exempt
from or not subject to the registration requirersenit the U.S. Securities Act and applicable statusties laws.
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Except as permitted in the Underwriting Agreememd as expressly permitted by applicable laws ofUinged

States, the Underwriters will not offer the Offer8tares within the United States, except in traiwmas exempt
from the registration requirements of the U.S. %i@ies Act and applicable state securities lawse Tmderwriting

Agreement permits the Underwriters, as initial ppasers of the Offered Shares, to re-offer and liekse Offered

Shares to qualified institutional buyers (as defineRule 144A under the U.S. Securities Act) ia thnited States,
provided that such re-offers and re-sales are rimadecordance with Rule 144A under the U.S. SdesriAct, and
applicable state securities laws. The Underwrithgyeement also provides that the Underwriters wifer the

Offered Shares outside the United States only som@ance with Regulation S under the U.S. Secarifiet

(“Regulation S). This prospectus does not constitute an offesetb or a solicitation or an offer to buy any bét
Offered Shares in the United States.

In addition, until 40 days after the commencemédrnhe Offering, an offer or sale of the Offered &fsawithin the

United Sates by any dealer (whether or not pa#dtaig in the Offering) may violate the registrati@guirements of
the U.S. Securities Act if such offer or sale isdmatherwise than in accordance with Rule 144A utige U.S.

Securities Act or another exemption from the regtgin under the U.S. Securities Act. Certificatepresenting
such Offered Shares sold in the United States reay & legend to the effect that the Offered Shiuesrepresent
are not registered within the meaning of the U&:usities Act or any applicable state securitiegslan the United
States and may only be offered or resold pursumanteffective registration statement or in rel@oa any other
available exemption from the registration requirataef the U.S. Securities Act.

Subscriptions for the Offered Shares will be reedigubject to rejection or allotment in whole omert and the
right is reserved to close the subscription bodkang time without notice. The Offered Shares HgjdCanadian
Shareholders will be settled through the systemraipd by CDS, the registration name for The Camadia
Depository for Securities Limited. Other than O#érShares sold in the United States which may fresented by
individual certificates representing Offered Shamepurchaser of Offered Shares will receive onlguatomer
confirmation from the registered dealer which i€BS Participant and from or through which the GdteShares
are purchased.

The Company has applied to list the Common Shastshdited under this prospectus on the CSE. Lgstuil be
subject to the Company fulfilling all the listingquirements of the CSE.

As of the date of this prospectus, the Company doesave any of its securities listed or quoted hot applied to
list or quote any of its securities, and does nt#nd to apply to list or quote any of its secasfion the Toronto
Stock Exchange, Aequitas NEO Exchange Inc., a idaé8ketplace, or a marketplace outside Canada andrfied
States of America.

Relationship Between the Company and Certain of th&lnderwriters

The terms of the Offering, including the Offeringid®, were determined by negotiations between tkadlL
Underwriter, on their own behalf and on behalf atle of the other Underwriters, and the Company.eNainthe
banks with which any of the Underwriters are &fdis were involved in the determination of the tewnh the
Offering. As a consequence of the Offering, eaclsumh Underwriters will receive its proportionatee of the
Underwriters’ Fee.

Non-Certificated Inventory System

No certificates representing the Offered SharelBetsold in the Offering will be issued to purchasender this
prospectus. Registration will be made in the ddposiservice of CDS, or to its nominee, and eledtrally
deposited with CDS on the Closing Date. Each puwehaf Offered Shares will receive only a customer
confirmation of purchase from the participant ie tbDS depository service (DS Participant”) from or through
which such Offered Shares are purchased, in aceoedaith the practices and procedures of such C&y8cipant.
Transfers of ownership of Common Shares in Canaitlabes effected through records maintained by tHaSC
Participants, which include securities brokers drdlers, banks and trust companies. Indirect adoed®e CDS
book entry system is also available to other instihs that maintain custodial relationships witB@S Participant,
either directly or indirectly.
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CONSOLIDATED CAPITALIZATION OF THE COMPANY

The following table sets forth (i) the Company’spitalization as at May 18, 2018; (i) the consola&th
capitalization of CWB as at March 31, 2018 and irdiately prior to the Reorganization; and (iii) tBempany’s
pro forma consolidated capitalization after giviaffect to the Offering and the Reorganization, agsg no
exercise of the Over-Allotment Option. This tatdepresented and should be read in conjunction tivé¢haudited
consolidated financial statements and unauditedfimtcondensed consolidated financial statemerddfanrelated
notes of CWB and the audited financial statemehthe Company included in this prospectus, togethién the
information included under Selected Consolidated Financial Informatiprf Management’'s Discussion and
Analysis of Financial Condition and Results of Gyiiems’, and “Corporate Structure — Reorganizatfon

CWB Holdings, Inc. After giving effect to the
Stanley Brothers Holdings Inc. immediately prior to the Offering and the
as at May 18, 2018 Reorganization® Reorganization®®®

Basic

Common Shares / Common 1 8,739,828 .

Stock (78,659,236}

Proportionate Voting Shares N/A N/A 196,648.10

Share Capital C$1 US$5,876,3667 CSe

(C$0)(4)

Founder Option&) N/A 576,429 5,187,912"
(5,187,912§"

Preferred Shares Nil Nil Nil

Convertible Noté® N/A Nil N/A

Notes:

1) 8,839,352 shares of common stock of CWB Holdings, Were outstanding as at March 31, 2018. 8,78%82res of common stock
of CWB Holdings, Inc. are expected to be outstagdinmediately prior to the Reorganization. Eachd44.shares of common stock
of CWB will be exchanged for one Proportionate YgtShare.

) Before deducting the Underwriters’ Fee of&C$

3) See Options to Purchase Common Shéyé®rior Sale$ and “Executive Compensation — Optidns

4) Calculated using an exchange rate of C$1#J&$ate, 2018.

5) Founder Options issued in lieu of common stock \WfBCat nominal exercise price.

(6) The Convertible Note outstanding as at March 3182Was repaid in cash on May 31, 2018.

(@) Common Shares after giving effect to the Reorgaioizaon as-converted basis.

8) US$5,834,139 as of March 31, 2018.

DESCRIPTION OF SHARE CAPITAL

The following describes the material terms of tt@mpany’s share capital as anticipated upon conaplatf the
Offering and the Reorganization. The following d@stton may not be complete and is subject to, qnalified in
its entirety by reference to, the terms and prowisiof our certificate and articles of incorporat{as amended, the
“Articles”).

Although the Company has applied for certain exéngt see Exemption From Nationalnstruments the
Common Shares may be considered “restricted sediritvithin the meaning of such term under applieab
Canadian Securities Laws. As such, the Companyleased to have the SBI Shareholders approve nertatters
pursuant to Section 12.3 of NI 41-101. SBI expéotseceive shareholder approval for, among othiegt) the
Reorganization including the exchange of the comistogk of SBI for the Proportionate Voting Sharesas to
comply with the requirements of Section 12.3 ofl}101 prior to the Closing Date.

Authorized Share Capital Upon Completion of the Oféring

Upon completion of the Offering and the Reorgamizgtthe Company’'s authorized share capital wilisist of (i)
an unlimited number of Common Shares, (ii) an uitéch number of Proportionate Voting Shares, andl @in
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unlimited number of preferred shares, issuableeciies. For further details on the Reorganizatiee, ‘Corporate
Structure — Reorganizatitn

Immediately upon completion of the Offering and Reorganization, assuming no exercise of the OvieatrAent
Option, ¢ Common Shares will be issued and outstanding,ulig-daid and non-assessable Common Shares,
196,648.10 Proportionate Voting Shares will be aessuand outstanding, as fully-paid and non-assessabl
Proportionate Voting Shares and no preferred shailele issued and outstanding.

If the Proportionate Voting Shares were convert@admeédiately upon completion of the Offering and
Reorganization, an equivalent of Common Shares would be issued and outstanding?raportionate Voting
Shares would be issued and outstanding and norpreéfshares would be issued and outstanding. Seeversion
Rights and Transfetsbelow. All of the Proportionate Voting Shares mwlile owned or controlled, directly or
indirectly, by the former SBI Shareholders. S€efporate Structure — Reorganization

Generally, the Common Shares and Proportionatengy@&hares have the same rights, are equal insgleots and
are treated by the Company as if they were shdraseoclass only.

Conversion Rights and Transfers

Issued and outstanding Proportionate Voting Shamnekjding fractions thereof, may at any time, ta¢ bption of
the holder, be converted into Common Shares ati@ 8 400 Common Shares per Proportionate Votihgrs.
Further, the Board of Directors may determine ie fature that it is no longer advisable to maintéie
Proportionate Voting Shares as a separate claskanés (aConversion Event) and may cause all of the issued
and outstanding Proportionate Voting Shares todowearted into Common Shares at a ratio of 400 Com8twares
per Proportionate Voting Share and the Board oé®ars shall not be entitled to issue any more éttamate
Voting Shares under the Articles thereafter.

The Proportionate Voting Shares are not transferalthout Board approval, except to Permitted Heoddand in
compliance with U.S. securities laws.

Conversion Conditions

The right of the Proportionate Voting Shares tovarhinto Common Shares is subject to certain dardi in order
to maintain the Company’s status as a “foreigngigvissuer” under U.S. securities laws. Unlessrotise waived
by the Company, the right to convert the Propoeterivoting Shares is subject to the condition thataggregate
number of Common Shares and Proportionate Votirggesh(calculated as a single class) held of rectiregtly or
indirectly, by residents of the United States (atetdnined in accordance with Rules 3b-4 and 12g3-@fder the
Securities Exchange Act of 1934, as amended) [Exetfange Act) may not exceed forty percent (40%) of the
aggregate number of Common Shares and Proportiduditeg Shares issued and outstanding after gieiffigct to
such conversions (calculated as a single class)t@rad restriction on beneficial ownership of Comnfnares
exceeding certain levels (thEPI Condition”).

A holder of Common Shares may at any time, at {ht#on of the holder and with the consent of the @any,
convert such Common Shares into Proportionate Yo8hares on the basis of 400 Common Shares for one
Proportionate Voting Share.

No fractional Common Shares will be issued on aogversion of any Proportionate Voting Shares angl an
fractional Common Shares will be rounded down.

For the purposes of the foregoing:

“Affiliate ” means, with respect to any specified Person,cdhgr Person which directly or indirectly throughecor
more intermediaries controls, is controlled byisounder common control with such specified Person.

“Permitted Holders” means (i) the initial holders of Proportionatetvig Shares, as applicable, on Closing; and (ii)

any Affiliate or Person controlled, directly or ingctly, by one or more of the Persons referredntalause (i)
above.
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“Persorf means any individual, partnership, corporatioompany, association, trust, joint venture or limiite
liability company.

A Person is €ontrolled” by another Person or other Persons if: (i) in¢hse of a company or other body corporate
wherever or however incorporated: (A) securitiesitied to vote in the election of directors carwyiin the
aggregate at least a majority of the votes foreleetion of directors and representing in the aggmpes at least a
majority of the participating (equity) securitie®deld, other than by way of security only, dikgct indirectly, by

or solely for the benefit of the other Person arsBes; and (B) the votes carried in the aggregatsubh securities
are entitled, if exercised, to elect a majoritytlod board of directors of such company or otherybmatporate; or
(i) in the case of a Person that is not a compamgther body corporate, at least a majority of plagticipating
(equity) and voting interests of such Person até, ltrectly or indirectly, by or solely for the befit of the other
Person or Persons; and “controls”, “controllingddmander common control with” shall be interpretaztordingly.

Voting Rights

All holders of Shares will be entitled to receivetine of any meeting of shareholders of the Compamg to
attend, vote and speak at such meetings, exceg theetings at which only holders of a specifisslaf shares are
entitled to vote separately as a class under thBGC A quorum for the transaction of business ateeting of
shareholders is present if shareholders who, tegetiold not fewer than 25% of the votes attachimghe
outstanding voting shares entitled to vote at tkeeting are present in person or represented byprox

On all matters upon which holders of Shares aréeuhto vote:
* each Common Share is entitled to one vote per CanBhare; and

* each Proportionate Voting Share is entitled to 4@@es per Proportionate Voting Share, and each
fractional Proportionate Voting Share is entitledthe number of votes calculated by multiplying the
fraction by 400.

The number of votes represented by fractional Rtap@te Voting Shares will be rounded down to tigarest
whole number. Unless a different majority is regqdiby law or the Articles, resolutions to be appibby holders
of Shares require approval by a simple majoritythef total number of votes of all Shares cast ateatimg of
shareholders at which a quorum is present baséigeoroting entitlements of each class of Sharesrithesl above.

Immediately after the completion of the Offeringdathe Reorganization (assuming no exercise of ther-O
Allotment Option), the former SBI Shareholders, liting the Selling Shareholders, will collectivebyvn an
equivalent ofe Common Shares (assuming the conversion of all®tiopate Voting Shares to Common Shares on
the basis of 400 Common Shares for one Proportoviating Share), representinge&o equity and voting interest
in the Company«% on a fully-diluted basis), and if the Over-Allant Option is exercised in full, the former SBI
Shareholders, including the Selling Shareholderd, awvllectively own an equivalent o Common Shares
(assuming the conversion of all Proportionate {pfahares to Common Shares on the basis of 400 CorSimares
for one Proportionate Voting Share), representindmequity and voting interest in the Compae$4 on a fully-
diluted basis).

Dividend Rights

Holders of Shares are entitled to receive dividemaisof the assets available for the payment dribigion of

dividends at such times and in such amount and #srthe Board of Directors may from time to timéedaine,

subject to any preferential rights of the holdefsany outstanding preferred shares, on the follgwiasis, and
otherwise without preference or distinction amondgetween the Shares: each Proportionate VotingeSh#l be

entitled to 400 times the amount paid or distridyter Common Share (including by way of share dindts, which
holders of Proportionate Voting Shares will recdaivéroportionate Voting Shares, unless otherweterdhined by
the Board of Directors) and each fractional Prapagte Voting Share will be entitled to the appiieafraction

thereof. SeeConversion Rights and Transféebove.
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Liguidation Rights

In the event of the liquidation, dissolution or wing-up of the Company or any other distributionitsf assets
among its shareholders for the purpose of windipgtaiaffairs, whether voluntarily or involuntarjlthe holders of
Shares will be entitled to receive all of the Compa assets remaining after payment of all debis ather
liabilities, subject to any preferential rightstb& holders of any outstanding preferred shareth@iasis that each
Proportionate Voting Share will be entitled to 4fi@es the amount distributed per Common Share,céinerwise
without preference or distinction among or betwdenShares. Se€bnversion Rights and Transféebove.

Pre-emptive and Redemption Rights

Holders of Shares will not have any pre-emptiveeglemption rights.

Subdivision or Consolidation

No subdivision or consolidation of any class of i@samay be carried out unless, at the same tirreCttmmon
Shares and Proportionate Voting Shares, as thentagde, are subdivided or consolidated in the sawarener and
on the same basis, so as to preserve the relghts of the holders of each class of Shares.

Certain Amendments

In addition to any other voting right or power tdnieh the holders of Common Shares and Proportioviatang
Shares shall be entitled by law or regulation dreotprovisions of the Articles from time to time éffect, but
subject to the provisions of the Articles, holdef<Common Shares and Proportionate Voting Sharai$ shch be
entitled to vote separately as a class, in additiceny other vote of shareholders that may beireduin respect of
any alteration, repeal or amendment of our Artielésch would adversely affect the rights or speciglhts of the
holders of Common Shares or Proportionate Votingr& or which would affect the rights of the hotdef the
Common Shares and the holders of Proportionatenydiihares differently, on a per share basis, intiudn
amendment to the terms of the Articles that provfis any Proportionate Voting Shares sold or feansd to a
Person that is not a Permitted Holder shall beraatwally converted into Common Shares.

Pursuant to the Articles, holders of Shares willtlsated equally and identically, on a per shamgshan certain
change of control transactions that require apprafaour shareholders under the BCBCA, unless dbfie
treatment of the shares of each such class is eggimy a majority of the votes cast by the holddéihe Common
Shares and Proportionate Voting Shares, each veéipgrately as a class.

Issuance of Additional Proportionate Voting Shares

The Company may issue additional Proportionate ngptbhares upon the approval of the Board of Dirscto
Approval is not required in connection with a swiglon or consolidation on a pro rata basis as betwthe
Common Shares and the Proportionate Voting Shares.

Take-Over Bid Protection

If an offer is being made for Proportionate Voti8pares (a PVS Offer”) where: (i) by reason of applicable
securities legislation or stock exchange requirdmethe offer must be made to all holders of thaslof
Proportionate Voting Shares; and (ii) no equivalgffier is made for the Common Shares, the holdeSoonmon
Shares have the right, pursuant to the Articlesheit option, to convert their Common Shares iatoportionate
Voting Shares for the purpose of allowing the hadd&f the Common Shares to tender to such PVS Qffervided
that such conversion into Proportionate Voting 8kawill be solely for the purpose of tendering Breportionate
Voting Shares to the PVS Offer in question and #rgt Proportionate Voting Shares that are tenderede PVS
Offer but that are not, for any reason, taken up aid for by the offeror will automatically be mwerted into the
Common Shares that existed prior to such conversion

In the event that holders of Common Shares ardezhto convert their Common Shares into Propostien/oting
Shares in connection with a PVS Offer pursuantijcabpove, holders of an aggregate of Common Shefédsss
than 400 (anOdd Lot") will be entitled to convert all but not less thall of such Odd Lot of Common Shares into
an applicable fraction of one Proportionate VotiBpare, provided that such conversion into a fraafio
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Proportionate Voting Share will be solely for therpose of tendering the fractional ProportionategingpShare to
the PVS Offer in question and that any fractiom &froportionate Voting Share that is tendereded™¥S Offer but
that is not, for any reason, taken up and paidjothe offeror will automatically be reconvertedoirthe Common
Shares that existed prior to such conversion.

Preferred Shares

The preferred shares may at any time and from tonéme be issued in one or more series. Subjedhd¢o
provisions of the BCBCA and our Articles, the BoafdDirectors may, by resolution, from time to tilbefore the
issue thereof determine the maximum number of shafeach series, create an identifying name foh earies,
attach special rights or restrictions to the preférshares of each series including, without litiatg any right to
receive dividends (which may be cumulative or namualative and variable or fixed) or the means dédwining
such dividends, the dates of payment thereof, ampg or conditions of redemption or purchase, amywersion
rights, any retraction rights, any rights on oguldation, dissolution or winding up and any sinkinnd or other
provisions, the whole to be subject to filing a ietof Alteration to our Notice of Articles to cteahe series and
altering our Articles to include the special rigbtsrestrictions attached to the preferred shaf¢iseoseries. Except
as provided in any special rights or restrictiottaching to any series of preferred shares issu@d fime to time,
the holders of preferred shares will not be emtitlereceive notice of, attend or vote at any nngedif shareholders.

Preferred shares of each series, if and when issu#dwith respect to the payment of dividendank pari passu
with the preferred shares of every other series lamdentitled to preference over the Common Shates,
Proportionate Voting Shares and any other shardseoc€ompany ranking junior to the preferred shanéls respect
to payment of dividends.

In the event of the liquidation, dissolution or ding up of the Company, whether voluntary or invibéury, the
holders of preferred shares will be entitled tofgmence with respect to distribution of the propemt assets of the
Company over the Common Shares, the Proportionatiay Shares and any other shares of the Compankjniga
junior to the preferred shares with respect to iygayment of capital paid up on and the paymentirgfaid
dividends accrued on the preferred shares.

Advance Notice Provisions

The Company has included certain advance noticeigioms with respect to the election of its direstin the

Articles (the ‘Advance Notice Provision¥. The Advance Notice Provisions are intended(tpfacilitate orderly
and efficient annual general meetings or, wherenéned arises, special meetings; (ii) ensure thathalreholders
receive adequate notice of Board of Director notmng and sufficient information with respect td mbminees;
and (iii) allow shareholders to register an infodnete. Only persons who are nominated by shareheldth

accordance with the Advance Notice Provisions béleligible for election as directors at any anrmaakting of
shareholders, or at any special meeting of shadeh®lif one of the purposes for which the speciakting was
called was the election of directors.

Under the Advance Notice Provisions, a shareholdehing to nominate a director would be requiregtovide
the Company notice, in the prescribed form, wittia prescribed time periods. These time periodsides (i) in
the case of an annual meeting of shareholdersufimd annual and special meetings), not fewer 8tadays prior
to the date of the annual meeting of shareholgemjided, that if the first public announcementtiud date of the
annual meeting of shareholders (tidotice Date) is less than 50 days before the meeting datelater than the
close of business on the 10th day following theiddoDate; and (ii) in the case of a special meetimigich is not
also an annual meeting) of shareholders calle@rigrpurpose which includes electing directors, latar than the
close of business on the 15th day following thei¢¢oDate, provided that, in either instance, ifieetand-access
(as defined in National Instrument 54-101 Gemmunication with Beneficial Owners of Securités Reporting
Issue) is used for delivery of proxy related materialg@spect of a meeting described above, and thied\Date
in respect of the meeting is not fewer than 50 dajer to the date of the applicable meeting, théce must be
received not later than the close of business edtlth day before the applicable meeting.
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Forum Selection

The Company has included a forum selection promisioits Articles that provides that, unless thenany

consents in writing to the selection of an altemgatorum, the Supreme Court of British Columbian@da and the
appellate courts therefrom, will be the sole andwsive forum for (i) any derivative action or pesgling brought
on the Company’s behalf; (ii) any action or prodagdsserting a claim of breach of a fiduciary dotyed by any
of the Company’s directors, officers or other engples to the Company; (iii) any action or proceedisgerting a
claim arising pursuant to any provision of the BGB@r the Articles; or (iv) any action or proceediagserting a
claim otherwise related to the relationships amtiveg Company, its Affiliates and their respectivargolders,
directors and/or officers, but excluding claimsatetl to the Company’s business or such Affiliaf#se forum

selection provision also provides that the Compsirsgcurityholders are deemed to have consente@rsmmal

jurisdiction in the Province of British Columbiadamo service of process on their counsel in angifpr action

initiated in violation of the foregoing provisions.

DIVIDENDS OR DISTRIBUTIONS

Neither the Company nor SBI has paid any dividesdgny of its securities, and subsequent to thepetian of
the Offering and the Reorganization the Companyecttly intends to reinvest any earnings (includimgse of SBI)
to fund the development and growth of its busindsgy. future payments of dividends will be at theadetion of the
Board and will depend on many factors, includimpoag other things, the Company’s financial conditiourrent
and anticipated capital requirements, contracteqliirements, solvency tests imposed by applicadrpocate law
and other factors it may deem relevant.

OPTIONS TO PURCHASE COMMON SHARES

SBI has previously granted to directors, officensployees and consultants certain stock optionsruiig Legacy
Option Plan. In connection with the Reorganizatitwe, Legacy Option Plan will be assumed by the CamgpThe
Company intends to amend the Legacy Option Plamdeide that existing securities under the Legapyidh Plan
will be exercisable for Proportionate Voting Shai@®wing the Reorganization with applicable adjnsnts to the
exercise price thereof to reflect the Reorganiratim further stock options will be granted under Legacy Option
Plan, and the Legacy Option Plan will be terminatéen all stock options thereunder have been esestar have
expired. See Executive Compensation — Legacy Option Rl&rmior to the Closing, the Company will adopt the
LTIP. See Executive Compensation — Long Term Incentive "Plahe following table sets forth, as of the date
hereof, the aggregate number of stock options uthdeL TIP that are expected to be outstanding imateky after
the Closing, assuming completion of the Reorgaituinat

In addition to stock options issued under the Lgdaption Plan, on January 15, 2015, SBI issued Beu@ptions
to certain non-U.S. resident founders. These Fau@g#ions were issued concurrent with the issuéoahder
shares to the remainder of the founding sharehajdaup. The individuals who received Founder Ofttiorere
restricted from the issue of founder shares onvadgit terms to the rest of the group due to natgradverse tax
consequences as a result of their non-U.S. resitaiis and the Company’s then-current legal stasuan S-
Corporation. Founder Options were not issued utfdetegacy Option Plan and were not issued fopthposes of
encouraging retention or other factors typicallparsated with an employee stock option plan. Therfcial
statements treat these instruments as distinct éiions listed under the Legacy Option Plan.
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Number of Number of

Options to Options to
Acquire Common Acquire Exercise Price to
Stock of CWB Proportionate Acquire
Holdings, Inc. Exercise Price Voting Shares Proportionate
(Pre- (Pre- (Post- Voting Share (Post- Expiration
Category Reorganization) ~ Reorganization) Reorganization) Reorganization)® Date
All of SBI's executive 450,000 US$5.00 10,125.10 US$222.22 December
officers and past executive (4 050,040§? CSe 31, 2025
officers, and all of the
Company'’s directors and
past directors, as a group (2
in total)
All of SBI's executive Nil N/A N/A N/A N/A
officers and past executive
officers, and all of the
directors and past directors,
as a group (Nil in total)
All other of SBI's past 576,429Y US$0.005 12,969.78 US$0.222 January 15,
consultants and founders, as (5,187,912}2) C$e 2020
a group
100,000 US$5.00 2,250.02 US$222.22 December
(900,008) Ce 31,2025
All other of SBI's 242,192 US$5.00 5,449.37 US$222.22 December
employees and past (2,179,748)? C$e 31, 2025
employees, as a group
Consultants to the Company 100,000 US$5.00 2,250.02 US$222.22 December
and its subsidiaries (900,008)? CSe 31, 2025
Notes:
Q) Includes the Founder Options.
) Common Shares after giving effect to the Reorgaioizaon an as-converted basis.
3) Calculated using an exchange rate of C$1¢)8&$ate, 2018.

STATUTORY HOLD PERIODS

Securities legislation imposes certain resale intistns on Common Shares issued within four momthier to an
initial public offering. The legislation which impes and governs these hold periods is NI 45-102.

PRINCIPAL SECURITYHOLDERS AND SELLING SHAREHOLDERS

To the knowledge of Management, subsequent to ffexidy and the Reorganization, no Person will the direct
or indirect beneficial owner of, or exercises cohar direction over, more than 10% of the Commdargs and/or
Proportionate Voting Shares on an as-convertedbasi

In the event that the Over-Allotment Option is eksed, the Selling Shareholders will distribute @aom Shares
under the Offering. Each of the Selling Sharehaldsill enter into a lock-up agreement with the Umnaiters
which will preclude the Selling Shareholders froplisg any Common Shares for a period of 180 ddyesr a
Closing, as more fully described unde®eturities Subject to Contractual Restriction oranifer — Lock-up
Arrangements The following table outlines certain informati@bout each of the Selling Shareholders, each of
whom owns the shares indicated both of record aneficially:
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Prior to Closing of the Offering ®

After Closing of the Offering ® @

Number of Proportionate
Voting Shares owned,
controlled or directed by the
Selling Shareholder and

Number of

Common Shares
being distributed
pursuant to the

Over-Allotment

Number of Proportionate
Voting Shares owned,
controlled or directed by
the Selling Shareholder

and Common Share

Percentage of Proportionate
Voting Shares owned,
controlled or directed by the
Selling Shareholder and
Common Share

Selling Shareholder Common Share Equivalent Option @ Equivalent Equivalent®®
Aiko Trust 9,653.42 ° e (¢ Common Shares) o{% of Proportionate Voting
(3,861,368 Common Shares) Shares)
/0
(% of Common Shares)
CK&J Irrevocable 13,223.89 ° e (¢ Common Shares) o{% of Proportionate Voting
Trust (5,289,556 Common Shares) Shares)
/0
(% of Common Shares)
Master and A Hound 14,216.47 ° e (¢ Common Shares) o{% of Proportionate Voting
Irrevocable Trust (5,686,588 Common Shares) Shares)
Y0
(#% of Common Shares)
Paulina Irrevocable 9,676.40 ° ° (e% of Proportionate Voting
Trust (3,870,560 Common Shares) (» Common Shares) Shares)
Y0
(#% of Common Shares)
Tristan 2 Arlo 9,306.81 ) ° (% of Proportionate Voting
Irrevocable Trust (3,722,724 Common Shares) (¢ Common Shares) Shares)
(% of Common Shares)
Blue Water 13,532.13 ° ° (e% of Proportionate Voting
Irrevocable Trust (5,412,852 Common Shares) (» Common Shares) Shares)
(#% of Common Shares)
J. Austin Stanley 3,502.02 ) ° (% of Proportionate Voting
(1,400,808 Common Shares) (¢ Common Shares) Shares)
(% of Common Shares)
Kristi Fontenot 5,603.25 ) ° (% of Proportionate Voting
(2,241,300 Common Shares) (¢ Common Shares) Shares)
(% of Common Shares)
Little Sis Trust 3,031.09 ) ° (e% of Proportionate Voting
(1,212,436 Common Shares) (» Common Shares) Shares)
(#% of Common Shares)
Alpine Valleys LLC 9,559.69 ) ° (% of Proportionate Voting
(3,823,876 Common Shares) (¢ Common Shares) Shares)
(#% of Common Shares)
Proverbs 31 Woman 18,000.18 ° ° (e% of Proportionate Voting
Irrevocable Trust (7,200,072 Common Shares) (e Common Shares) Shares)
(#% of Common Shares)
M, C and C Special 6,062.23 ) ° (% of Proportionate Voting
Needs Trust (2,424,892 Common Shares) (¢ Common Shares) Shares)
(#% of Common Shares)
Graham Carlson 6,750.06 ° ° (e% of Proportionate Voting
(2,700,024 Common Shares) (e Common Shares) Shares)
(#% of Common Shares)
Notes:
1) Common Shares after giving effect to the Reorgaioizaon an as-converted basis.
) Assuming exercise of the Over-Allotment Optionuti &nd satisfaction thereof by the Selling Shaleés.
3) On a fully converted basis with respect to the Bridpnate Voting Shares.
4) None of the Selling Shareholders hold any secsrit@vertible into Proportionate Voting Shares om@hon Shares. The percentage

of Common Shares (calculated on an as-convertad aad fully diluted basis) to be held by eachiBglShareholder immediately
after Closing is: Aiko Truste(%s), CK&J Irrevocable Truste@s), Master and A Hound Irrevocable Truséq), Paulina Irrevocable
Trust (%), Tristan 2 Arlo Irrevocable Truse%), Blue Water Irrevocable Truse%o), J. Austin Stanleye@6), Kristi Fontenot %),
Little Sis Trust %), Alpine Valleys, LLC %), Proverbs 31 Woman Irrevocable True¥), M, C and C Special Needs Truet4),
and Graham Carlsom%).
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MANAGEMENT'S DISCUSSION AND ANALYSIS

For the year ended December 31, 2017 and the thoe¢h period ended March 31, 2018.

The following management’s discussion and analysiwides information concerning the financial cdiwdi and

results of operations of SBI. This MD&A is provided of June 25, 2018, and should be read togetiierSBI's

audited consolidated financial statements and tleerapanying notes for the years ended Decembe2@®1/, and
2016, and SBI's unaudited interim condensed codat#d financial statements and the accompanyingsres at
and for the three months ended March 31, 2018.r@sdts reported herein have been prepared indamoe with
IFRS and, unless otherwise noted, are expresséthited States dollars. Upon completion of the Qifgrand the
Reorganization, the business of the Company wilisish solely of the business of SBI, therefore wheed in this
MD&A, references to the “Company” are referencesSRI. The information presented in this MD&A is anpre-
Reorganization basis.

Prospective investors should read the followingcuision in conjunction with the selected consatidafinancial
information and the consolidated financial stateisand the accompanying notes contained elsewh#ris iprospectus.

Non-IFRS Measures

This MD&A makes reference to certain non-IFRS measuThese measures are not recognized measures und
IFRS and do not have a standardized meaning pbeschy IFRS and are therefore unlikely to be comiplarto
similar measures presented by other companieseRdtiese measures are provided as additionalniafiion to
complement those IFRS measures by providing furthederstanding of our results of operations from
management’s perspective. Accordingly, these meashrould not be considered in isolation nor ashatgute for
analysis of the Company’s financial information sgpd under IFRS. The Company uses non-IFRS measure
including “EBITDA” and “Adjusted EBITDA” which maye calculated differently by other companies. These
IFRS measures and metrics are used to providetorgesith supplemental measures of our operatimppaance
and liquidity and thus highlight trends in our lmess that may not otherwise be apparent when gebately on
IFRS measures. The Company also believes thatiseswnalysts, investors and other interestedgsafitequently
use non-IFRS measures in the evaluation of companisimilar industries. Our management also usesIRRS
measures and metrics, in order to facilitate opeggberformance comparisons from period to pertodprepare
annual operating budgets and forecasts and tondiei2icomponents of executive compensation. Foseudsion of

the use of “EBITDA” and “Adjusted EBITDA” and recoitiations thereof to the most directly comparati®S
measures, sedlanagement’s Discussion and Analysis - AdjustedrBBI.

Forward-Looking Statements

Some of the information contained in this MD&A caimis forward-looking information. This informatids based
on Management’s reasonable assumptions and biglit of the information currently available ande made as
of the date of this MD&A. However, the Company daest undertake to update any such forward-looking
information whether as a result of new informatibiiure events or otherwise, except as requirectuagplicable
securities laws in Canada. Actual results andithmgy of events may differ materially from thosedieipated in the
forward-looking information as a result of variotectors, including those described iRi8k Factor$ and
elsewhere in this prospectus.

The Company cautions that the list of risk factansl uncertainties is not exhaustive and other faatould also
adversely affect our results. Readers are urgecbtsider the risks, uncertainties and assumptiansfuly in
evaluating the forward-looking information and asaitioned not to place undue reliance on suchnmtion. See
“Natice to Investors Forward-looking Statemeritand “Risk Factors elsewhere in this prospectus for a discussion
of the uncertainties, risks and assumptions assatisith these statements.

Business Overview

SBI is a market leader in the production and distion of innovative hemp-based, CBD wellness potslu
Through its vertically integrated business mod8l, Srives to improve customers’ lives and meetrtbemands for
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stringent product quality, efficacy and consisteri88l does not produce or sell medicinal or reéoeat marijuana
or products derived from high-THC Cannabis/maripaiants.

SBI's products are made from high quality wholemplehemp extracts containing a full spectrum of
phytocannabinoids, including CBD. Hemp extracts an@duced from Industrial Hemp and have no psydiveac
effects. THC causes psychoactive effects when coedwand is typically associated with marijuana €annabis
with high-THC content).

Hemp extracts contain an assortment of phytocanoats, terpenes, flavonoids and other minor butatale hemp
compounds (cannabinoids occur naturally in IndaktrfHemp). SBI believes the presence of various
phytocannabinoids, terpenes and flavonoids worlesyistically to heighten the effects of the produehaking
them superior to single-compound CBD isolates.

SBI's current product categories include tinctuflesuid product), capsules and topical productanBed product
categories include powdered supplements, single-oeeerage, sport and professional (dedicated tezdte
practitioner products). SBI's products are disttdalithrough its e-commerce website, select whaesadnd a
variety of brick and mortar retailers.

SBI grows its proprietary Industrial Hemp on farfeased in eastern Colorado and sources high quatitystrial
Hemp through contract farming operations in Kenyuakd Oregon, as further described below.

SBI continues to invest in R&D efforts to identifiew product opportunities. SBI plans to scale itsdpction
capacity and sales and marketing infrastructuredemsand for its products continues to increase. dgament
believes the timing is right to invest in expandpbduction capacity to address emerging new product
opportunities, take further control of the suppihaim and proactively define the competitive langgceé&sBI intends

to capitalize on the rapidly emerging CBD wellnpssducts industry by driving customer acquisitiowl aetention,

as well as accelerating national and internatioegialil expansion.

Factors Affecting the Company’s Performance

The Company’s performance and future success depand number of factors. These factors are alsgatto a
number of inherent risks and challenges, some aftware discussed below. Seddtice to Investors - Forward-
looking Informatiori and “Risk Factors elsewhere in this prospectus.

Branding

The Company’s well recognized brands, CharlotteshVeind the Stanley Brothers, are built around coesurust
with a focus on quality. Maintaining and growinget@ompany’s brand appeal domestically and intesnatiy is
critical to its continued success.

Regulation

The Company is subject to the local and federa$lethe jurisdictions in which it operates. Ouésif the United
States, the Company’s products may be subjectriffsfareaties and various trade agreements a$ aselaws
affecting the importation of consumer goods. Then@any holds all required licenses for the produrctmd
distribution of its products in the jurisdictions hich it operates and continuously monitors clesnip laws,
regulations, treaties and agreements.

Competition

The market for CBD-based hemp products is highinpetitive. The competition consists of publicly giri/ately-
owned companies, which tend to be highly fragmeimerms of both geographic market coverage awodymts
offered. With the Company’s leading brand statusjovation capabilities, and high-quality manufaictgy
Management believes the Company is well-positiotte@apitalize on favorable long-term trends in ttemp-
based, CBD wellness products segment.
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Growth Strategies

The Company has a successful history of growingmae and it believes it has a strong domestic ratednational
growth strategy aimed at exceeding industry growdltes. The Company’s future depends, in part, on
Management’s ability to implement its growth stggténcluding (i) product innovations; (ii) furth@enetration into
international markets; (iii) growth in retail, wheslale and distributor partnerships; (iv) growtheiltommerce
distribution; and (v) improvements in operatingdnte, gross profit and operating expense margins.aflity for

the Company to implement this growth strategy ddpeamong other things, on its ability to develegvmproducts
that appeal to consumers, maintain and expand blayalty and brand recognition, maintain and imgrov
competitive position in the markets, and identifydasuccessfully enter and market products in neagigphic
areas and segments.

Product Innovation and Consumer Trends

The Company’s business is subject to changing c¢oesdrends and preferences, which is dependemaiih on
continued consumer interest in new products. Theess of new product offerings, depends upon a eurob
factors, including the Company’s ability to (i) acately anticipate customer needs; (ii) develop pesducts that
meet these needs; (iii) successfully commercialew products; (iv) price products competitively) produce and
deliver products in sufficient volumes and on aeliynbasis; and (vi) differentiate product offerinfggsm those of
competitors.

Business Acquisitions

The Company believes that it needs to activelytifieand source future acquisition opportunitiefieTCompany
will pursue strategic acquisitions that will enalileto further broaden and diversify its producfeoings and
leverage current and future production and distidioufacilities for new products.

Customer Relationships

The Company has relationships with wholesalerdyibligors and retailers across the food, mass mahealth
food, specialty, professional, and retail chann&€se Company sells its products through both e-cernenand
knowledgeable partners and is reliant on thesen@erto display and present its product to custsenmetheir brick
and mortar stores. The Company’s partners servisemers by stocking and displaying products arpagnxing
product attributes and health benefits. The Comigarslationship with these retail customers is imgot for
consumer trust in the brand and the products theshase.

Corporate Highlights

* In March 2016, the Company recorded its first US#lion revenue month.
* In November 2016, the Company introduced its &iegisule product line.
* In February 2017, the Company launched a new ptadlied PAWS, for canine use.

* In June 2017, the Company expanded its operationsidude a 23,000-square foot product storage,
distribution and fulfillment facility in a suburlf ®enver, Colorado.

e In the third quarter of 2017, the Company recoiitietirst US$10 million revenue quarter.
» In December 2017, the Company launched its fipsttd product line.

e On March 23, 2018, the Consolidated Appropriatidos 2018 (the 2018 Spending Bill) became law after
signature by President Trump. This bill reaffirntld rights of Industrial Hemp producers with respgeche
cultivation and sale of their products.

e On April 12, 2018, U.S. Senate Majority Leader MitdcConnell (R-KY) introduced the HFA, which would
permanently legalize Industrial Hemp, removingrdtnfi the purview of the Controlled Substances Aot a
classifying it as an agricultural commodity. On AR, 2018, U.S. Congressmen Jamie Comer (R-KY) an

-82 -



Jared Polis (D-CO) introduced a companion bill, H5R85, in the House of Representatives, shariag th
same mission and language as the HFA.

Financial Information

The following table sets forth selected financigbirmation as at December 31 for 2017 and 2016aanat March

31 for 2018 and 2017.

Selected Annual and Quarterly Financial Information

US$ millions, except per share data Q1 2018 Q1 2017 2017 2016

Revenue 13.1 7.1 40.0 14.7
Gross Profit 10.5 5.3 29.9 9.6
Net income 3.1 1.6 7.5 0.6
EPS basic 0.35 0.18 0.85 0.07
EPS diluted 0.33 0.16 0.79 0.06
Adjusted EBITDA 4.5 2.5 14.1 2.0

US$ millions March 31, 2018 December 31, 2017 December 31, 2016

Assets:

Cash and cash equivalents 104 7.1 11

Total assets 243 19.5 8.3

Liabilities:

Long-term liabilities 0.4 0.5 0.5

Total liabilities 8.3 6.8 3.6
Revenue

Consolidated revenue for the year ended Decemhet(@T totaled US$40.0 million, compared to US$ilfion
for the same period in 2016, representing a 1728b6-geer-year increase. This increase was drivemarily from
e-commerce sales through expanded marketing praegianreased industry awareness of the Compangtiugts,
social media and word of mouth advertising. In #ddito the above, increases in wholesale, didiwiband retail
revenue were the result of expanded sales staffiotl internal and external, allowing for greatecess to brick
and mortar outlets.

In November 2016, the Company introduced its CW@yntine of capsule products and in February of 2@e
Company introduced two new product lines includitsgCW PAWS line of products in February, and dpital

line of products (hemp infused cream and balm) iovédnber. The combined revenue from these product
introductions was instrumental in the year-overryrarease in revenue during the year.

The following table sets forth selected quartedyenue information for the Company’s eight moserediscal
quarters. This information is unaudited, but reBeall adjustments of a normal, recurring naturs tire, in the
opinion of Management, necessary to present stfaiement of the Company’s consolidated revenuth@éperiods
presented. Quarter-to-quarter comparisons of thepaay’s financial results are not necessarily megfol and
should not be relied on as an indication of fujpeeformance.
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Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
US$ millions 2016 2016 2016 2017 2017 2017 2017 2018

Total Revenue 3.3 3.6 5.0 7.1 9.1 11.3 12.5 13.1

Consolidated revenue for the quarter ended Mar¢i2318 totaled US$13.1 million, compared to US$nillion
for the same period in 2017, representing an 85&ftease. This increase was driven by increases olesale,
distributor and retail ;VDR™) revenue resulting from expanded sales staffigh internal and external, allowing
for greater access to brick and mortar outletsaddition to the above, improvements in e-commeatesswere
achieved through expanded marketing programs, aseig industry awareness of the Company’s prodsotsal
media and word of mouth advertising. Comparingfite quarter of 2017 with the first quarter of B)Ievenue
from WDR sales and e-commerce sales improved bsoappately 182% and 41%, respectively.

The combined revenue from the introduction of th% Gimply line, the CW PAWS line and the topicaldliof
products was instrumental in the increase in reedmm the first quarter in 2017 compared to thmesgeriod in
2018.

Gross Profit

Gross profit increased by 212%, or US$20.3 millit;m,US$29.9 million for the year ended December Z11,7
compared to the same period in 2016. The increase pvimarily due to an increase in revenue fronh ket
commerce sales and wholesale, distributor and szthes. As a percent of revenue, gross profitHeryears ended
December 31, 2017 and 2016 was 75% and 65%, résggct

Gross profit totaled US$10.5 million for the quareded March 31, 2018 compared to US$5.3 millarttie same
period in 2017. This is a 98% increase from th&t fijuarter of 2017 and also represents 80% of tet@nue for the
quarter ended March 31, 2018 compared to 75% af tevenue for the same period in 2017. This imenoent is
primarily attributed to improved manufacturing effincies achieved throughout the 2017 calendar gedrinto
2018 from increased quantities of products manufact

Cost of Sales

Cost of sales includes production costs expenbked;dst of inventory sold and the revaluation ofdgical assets.
Direct and indirect production costs include diriedtor, processing, testing, packaging, qualityesse, security,
inventory, shipping, depreciation of production ipgquent, production management, and other relatpdreses.

Cost of sales for 2017 was US$10.1 million (2018S$5.1 million). As a percent of revenue, costsalés for the
years ended December 31, 2017 and 2016 was 25%5&ndrespectively. The lower cost of sales pergenta
2017, compared to 2016, is primarily related to dowwroduction costs resulting from efficienciesngal from
higher production rates during 2017. The componeht®st of sales are as follows:

US$ millions 2017 2016
Cost of sales 10.1 5.1
Inventory expensed to cost of sales 3.8 0.8
Other production costs 55 4.2
Revaluation of biological assets 0.8 0.1

Cost of sales for the quarter ending March 31, 2048 US$2.6 million compared to US$1.8 million the same
period in 2017. As a percent of revenue, cost lefssfor the quarter ending March 31, 2018 was 20%pared to
25% for the same period in 2017. The lower cossales percentage for the quarter ending March 818,2
compared to the same period in 2017, is primaehated to lower production costs resulting fromoéhcies
gained from higher production rates during thet fipgarter of 2018 over the same period in 2017. ddrmeponents
of cost of sales is as follows:
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US$ millions Q1 2018 Q12017

Cost of sales 2.6 1.8
Inventory expensed to cost of sales 1.0 0.7
Other production costs 1.8 1.1
Revaluation of biological assets (0.2) (0.0)

Classification of Operating Expenses

The composition of the operating costs classifizaton the Consolidated Statements of Income anderOth
Comprehensive Income is as follows:

US$ millions Q1 2018 Q1 2017 2017 2016
General and Administrative 4.2 15 11.5 5.1
Personnel 23 1.0 7.6 4.5

Facilities and other expenses 1.6 0.3 2.8 0.2
Accretion, depreciation and amortization 0.3 0.1 80 0.2
Travel and entertainment 0.1 0.1 0.3 0.2
Sales and marketing 2.1 1.4 5.9 3.1
Advertising, promotions and selling costs 0.8 0.8 2.8 11
Personnel 1.1 0.5 2.6 1.3
Facilities and other expenses 0.0 0.0 0.1 0.5
Travel and entertainment 0.2 0.1 0.4 0.1
Research and development 0.1 0.1 0.5 0.4
Personnel 0.1 0.1 0.3 0.2
Other 0.0 0.0 0.2 0.2
Personnel

Personnel expense includes all employee compensatioployee benefits, employee commissions andacints.
Consolidated active employee headcount was 16&e¢mber 31, 2017, a 37% increase from 123 at Deze@ih
2016.Consolidated active employee headcount was 172aatiM31, 2018, a 26% increase from 136 at March 31,
2017. On a comparative basis, personnel countaseckby 74% in cultivation, 24% in production aanffifment,
50% in sales and marketing, and 19% in generabdnanistrative.

Personnel expense for the years ended Decemb@037,and 2016, totaled US$10.5 million and US$6ilGom,
respectively. The 75% year-over-year increase msgmnel expense is primarily due to commissions paisales
staff on increased revenue and increased personiadll of the Company’s locations to support itarever-year
revenue growth. Personnel expense for the quantdeMarch 31, 2018, totaled US$3.5 million andtfe same
period in 2017, gross personnel expense totaled.163illion.

Non-cash compensation expense is included in peesaosts and relates to the Company’s share-bsteett
options. Non-cash share-based compensation foydhes ended December 31, 2017 and 2016, totaled.BS$
million and US$0.3 million, respectively. Non-cashare-based compensation for the quarter endedhVgtc
2018, totaled US$0.3 million compared to US$0.lianilfor the same period in 2017.

Facilities and Other Expenses

Facilities and other expenses include (i) facsitrents, utilities and maintenance; (ii) profesalosnd consulting
services; (iii) banking and credit card procesdmgs; (iv) legal fees; (v) third-party software erpes (including
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maintenance and support); and (vi) taxes, permits ather fees (other than income taxes), net ofhwmasl
allocations.

For the years ended December 31, 2017 and 20liti¢dacand other expense were US$2.9 million ars$0.7
million, respectively. The increase was primarilyedo increases in (i) credit card processing &ssociated with
higher levels of e-commerce sales; (ii) transactires and fees; and (iii) legal expendituresofivhich were
associated with year-over-year increases in thema growth of the Company.

For the quarter ended March 31, 2018, facilitied ather expenses were US$1.6 million compared t80ES
million for the same period in 2017. The primargsens for the increase in the period ending Mafgt?818 over
the same period in 2017 was expanded facility kdse product fulfilment and office space, and ofemt fees
associated with higher levels of e-commerce sales.

Advertising, Promotions and Selling Costs

For the years ended December 31, 2017 and 201@rtesitvg, promotions and selling costs were US$&hd
US$1.1 million, respectively. As a percent of rawenadvertising, promotions and selling costs ffier years ended
December 31, 2017 and 2016 was 7% and 7%, respBctiVhe overall increase on a year-over-year bsis
primarily due to expanded marketing activities norease the visibility of the Company and its paiduhrough
print and online advertising, social influencers armde shows.

For the quarters ended March 31, 2018 and 201%&rasing, promotions and selling costs were US$ail8on in
each period. As a percent of revenue, advertiggngmotions and selling costs for the quarters endifarch 31,
2018 and 2017 were 6% and 11%, respectively. Theecdse is primarily the result of the allocationnmdrketing
related costs over a higher level of revenue dutiedirst quarter of 2018, compared to the sameg@én 2017.

Travel

For the years ended December 31, 2017 and 201&l texpense was US$0.7 million and US$0.3 million,
respectively. The increase is primarily due to éased travel associated with the Company’s salagketing and
business development efforts to support increasezld of revenue.

For the quarters ended March 31, 2018 and 201vgeltreaxpense was US$0.3 million and US$0.2 million,
respectively. This amount is primarily from travadsociated with the Company’s sales, marketing karginess
development efforts to support the revenue growthe Company.

Adjusted EBITDA

Adjusted earnings before interest, taxes, depiieni@nd amortization @djusted EBITDA™) is not a recognized
performance measure under IFRS. The term EBITDAistsof net income and excludes interest (financwsts),
taxes and depreciation. Adjusted EBITDA also exebidhare-based compensation, fair value adjustnoents
convertible note, impairment of assets and adjustenéor fair valuing biological assets. Adjusted IEBA is
included as a supplemental disclosure because Mamag believes that such measurement provides tar bet
assessment of the Company’s operations on a camgifmasis by eliminating certain non-cash chargesanarges
or gains that are nonrecurring. The most direatipparable measure to Adjusted EBITDA calculateddcordance
with IFRS is net income (loss). The following isreconciliation of the Company’s net income to Adgas
EBITDA.

US$ millions Q1 2018 Q1 2017 2017 2016

Net Income 3.1 1.6 7.5 0.6
Depreciation of property and equipment 0.3 0.1 0.7 0.2
Financing costs 0.1 0.0 0.2 0.0
Income taxes 1.0 0.8 4.3 0.3

EBITDA 4.5 2.4 12.7 1.2
Share-based compensation 0.3 0.1 0.5 0.3
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Impairment of assets - - 0.1 0.4

Fair value adjustment on convertible note 0.0 0.0 10 0.0
Net impact, fair value of biological assets (0.2) .00 0.8 0.1
Adjusted EBITDA 4.5 25 14.1 2.0

Adjusted EBITDA for the year ended December 31,72@As US$14.1 million, compared to US$2.0 million the
same period in 2016. As a percent of revenue, AefUEBITDA for the years ended December 31, 201724116
was 35% and 14%, respectively. The difference ijusted EBITDA is primarily attributable to the yeawer-year
increase in revenue totaling US$25.3 million anditahal operational efficiencies gained through #ilocation of
base operating costs over a larger revenue base.

Adjusted EBITDA for the quarter ended March 31, 2@das US$4.5 million, or 34% of consolidated rewerfeor
the same period in 2017, Adjusted EBITDA was US$aiion, or 35% of consolidated revenue. For treaty
ended December 31, 2017, adjusted EBITDA as a p&xge of consolidated revenue was 35%.

Financing Costs

Financing costs for the year ended December 317 #thled US$246,734, compared to US$39,074 foistmee
period in 2016. The increase in year-over-yearnfiirdg costs is primarily attributable to interesturred on an
outstanding US$1.0 million convertible note thatswemtered into during January 2017 and interestriad on
financing leases that were put in place during 2017

Financing costs for the quarter ended March 318241id 2017, totaled US$63,661 and US$36,675, résplc
The increase was the result of additional manufarguand cultivation equipment acquired under freamease
arrangements during calendar year 2017.

Depreciation of Property and Equipment

Depreciation expense for the year ended DecembeR@®Il7 and 2016 was US$0.7 million and US$0.2 amilli
respectively. The increase in depreciation expéngeimarily the result of an increase in assetcipased that are
dedicated to the Company’s cultivation and manufaat) operations.

Depreciation expense for the first quarter endedcki81, 2018 and 2017 was US$0.3 million and US#llllon,
respectively. The increase in depreciation is #sult of the purchase of new production relatedpement during
the calendar year 2017.

Income Tax

Current income tax expense of US$4.3 million wasiired during the year ended December 31, 2017pared to
an expense of US$0.3 million during the same pend2D16. The year-over-year increase was direxthjbutable
to the revenue and profitability growth achieveshirthe operations of the Company.

Current income tax expense of US$1.0 million wasiired during the quarter ended March 31, 2018 peoed to
US$0.8 million for the same period in 2017. The borad income tax rate used in 2018 is 24.9%, coeth&w
33.1% in 2017, the reduction of which is the resiilthe passing of the Tax Cut and Jobs Act of 2B&7 went into
effect in 2018.

Accounts Receivable

Accounts receivable increased from US$0.8 millioDecember 31, 2016, to US$2.1 million at Decengigr2017
as a result of higher wholesale and distributorenere recorded during the year-over-year period.olets
receivable increased to US$2.4 million at March 3118, as a result of higher revenue recorded dutie first
qguarter when compared to the first quarter of 20lh%® Company reviews the accounts receivable agiogthly
and monitors the payment status of each outstaridirice. The Company communicates with its custsnoa a
regular basis regarding the schedule of future gaysy as required. At the balance sheet date é02@A.7 financial
statements, US$76,096 has been booked as an aflev@andoubtful accounts based on individual actoeniew
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and overall customer payment history. At the bagastteet date for the Q1 2018 financial statemé&r$$118,890
has been booked as an allowance for doubtful acsdaased on individual account review and overadt@mer
payment history.

Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities genermitjude trade payables, revenue-based tax accrplspnnel-
related costs and interest on outstanding debgatidins. Accounts payable and accrued liabilitiesrdased to
US$4.3 million at December 31, 2017 from US$1.8iamlat December 31, 2016. Accounts payable anduadc
liabilities increased to US$4.9 million at March, 2D18 from US$4.3 million at December 31, 2017.

US$ millions March 31, 2018 December 31, 2017  December 31, 2016
Accounts payable 0.8 0.9 0.4
Accrued liabilities 4.1 3.3 1.3
Total 4.9 4.3 1.8

The accounts payable balance increased from USfillidn at December 31, 2016 to US$0.9 million adember
31, 2017. The increase is due primarily to the Camyfs business growth and the timing of paymentdrade
payables. The accrued liabilities balance increésed US$1.3 million at December 31, 2016 to US$8iBion at
December 31, 2017. The increase is primarily duéntoeased revenue-based tax liability associatéd the
Company’s e-commerce business.

The accounts payable balance decreased from U&$lich at December 31, 2017 to US$0.8 million aafeh 31,
2018. The decrease is due primarily to timing ofrpants on trade payables. The accrued liabilitiagrize
increased from US$3.3 million at December 31, 204 US$4.1 million at March 31, 2018. The increase i
primarily due to increased revenue-based tax Itgit@sociated with the Company’s e-commerce bgsine

Convertible Note

The Convertible Note payable balance of US$1.lienillat March 31, 2018, reflects the proceeds from a
convertible debt financing that closed in Janudry2

The private placement debt financing occurred awdey 12, 2017 for US$1.0 million and includeddl) interest
only payment of US$273.97 per day paid through dan81, 2017; (ii) a monthly interest only paymehi.0% per
annum was due and payable on the first day of eashth commencing May 1, 2017 and continuing through
May 31, 2017; and (iii) a monthly interest only pant of 14% per annum was due and payable montiiirey on
June 1, 2017 and continuing through maturity ofrtbe on December 30, 2018. The outstanding dedutrigertible
into common shares of the Company at the lenddrsroat (i) the conversion price per share equah&price per
share realized by the Company on its most receitr(fo lender’s conversion) sale of common stawkif no such
transaction has occurred (ii) a price per shard$$6.68. The Convertible Note was repaid in itsretyt on May
31, 2018.

Notes Payable

The notes payable balance at December 31, 20172@b8 was US$43,000 and US$377,000, respectivety, th
details of which are as follows:

e« The Company financed the purchase of equipment &y R017 for US$46,600; simple interest at an
annual rate of 4.00% with a 48-month term.

* The debt financing on the farm vehicle occurredNavember 4, 2014 for US$32,700; simple interestat
annual rate of 5.19% with a 60-month term. The mads repaid in its entirety in February 2018.
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The Company entered into an interim financing agexg in September 2016 for the purchase of manuiagt
equipment in the amount of US$357,700 at simpler@st of 16%. The agreement terminated in April728td a
financing lease was entered into for the underlgagipment in May 2017.

Finance Lease Obligations

Finance lease obligations at December 31, 201¢ased to US$0.7 million from US$0.2 million at Deatxer 31,
2016, due primarily to the termination of the imerfinancing agreement noted above in Notes Payahtkthe
entering into a permanent financing lease in thewarmof US$0.4 million, together with a second fioag lease in
the amount of US$0.2 million, both of which werdset by recurring payments on the lease obligatthiming the
year.

Finance lease obligations at March 31, 2018 deecess US$0.6 million from US$0.7 million at Decemtd,
2017 due to recurring payments on outstanding fiedease obligations.

Contractual Obligations

Contractual obligations include (i) operating lesasa office locations, land and manufacturing eouépt; (ii) notes
payable; and (iii) finance leases on processingpaagnt. Principal and interest repayments of tred@gations as
at December 31, 2017 are as follows:

Contractual obligations

US$ thousands Total Within 1 Year 1-5Years
Operating leases 2,007 666 1,341
Convertible and other notes payable 1,040 1,040 0
Finance leases 696 299 397
Total 3,743 2,005 1,738

Principal and interest repayments of these obbgatas at March 31, 2018 are as follows:

Contractual obligations

US$ thousands Total Within 1 Year 1-5 Years
Operating leases 1,834 650 1,184
Convertible and other notes payable 1,080 1,062 18
Finance leases 617 287 330
Total 3,531 1,999 1,532

Liquidity and Capital Resources

The Company’s primary liquidity and capital requients are for capital expenditures, working caitad general
corporate purposes. The Company currently has ariaatash balance and along with cash flows frgmrations
and proceeds from the Offering, will provide capitasupport the growth of the business and foregaincorporate
purposes.

The Company’s ability to fund operating expensed aapital expenditures will depend on its futurergping

performance which will be affected by general ecoitp financial and other factors including facttwesyond the
Company’s control (SeeRisk Factor®). From time to time, Management reviews acquisitopportunities and if
suitable opportunities arise, may make selectedisitigns to implement the Company’s business et

Management continually assesses liquidity in teohshe ability to generate sufficient cash flow find the
business. Net cash flow is affected by the follayitems: (i) operating activities, including thevé¢ of amounts
receivable, accounts payable, accrued liabilities anearned revenue and deposits; (ii) investiniyvites,
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including the purchase of property and equipment} @ii) financing activities, including debt finaimg and the
issuance of capital stock.

Cash provided by operations during the year endede®ber 31, 2017 totaled US$7.5 million, compared t
US$21,000 during the same period in 2016. The gear-year increase in cash provided by operatidndS$7.5
million is due primarily to the rapid growth in renue and profitability of the Company.

Cash provided by operations during the quarter @idiarch 31, 2018 totaled US$4.1 million, compared)5$1.9
million for the same period in 2017. The increaseash provided by operations is due primarilyh® growth in
revenue and profitability of the Company.

Net cash used in investing activities totaled Ug%gillion for the year ended December 31, 2017, mamad to
US$0.7 million during the same period in 2016. Nash used in investing activities for the year eénBecember
31, 2017, was primarily for the purchase of equipmesed in the Company’s cultivation and productiperations.
Net cash used in investing activities during tharyended December 31, 2016, was for the purchasermputer
related equipment, cultivation equipment and mactufing equipment.

Net cash used in investing activities totaled US$illion for the quarter ended March 31, 2018 caneg to
US$0.5 million for the same period in 2017. Nethcased in investing activities for the quarter wasnarily for
the purchase of equipment used in the Companyti/atibn and manufacturing operations.

Net cash generated from financing activities tatdltS$0.8 million for the years ended December 31,72and
2016. The net cash generated from financing ags/dluring the year ended December 31, 2017 resfitten the
closing of a convertible debt financing arrangenfeoin which US$1.0 million in proceeds was receisdthe
Company less US$0.2 million for the repayment péfice leases. The net cash generated from finaacingties
during the year ended December 31, 2016 resulted the closing of a private placement common stiftdring
totaling US$0.6 million and the proceeds from aenpayable totaling US$0.4 million; less US$0.1 il for the
repayment of finance lease obligations.

Net cash used in financing activities totaled US$illion for the quarter ended March 31, 2018 canapl to net
cash provided of US$1.0 million for the same peliio@017. The net cash used in financing actividasng the
quarter ended March 31, 2018 resulted primarilynfrihe repayment of finance leases obligations astdcash
provided for the same period in 2017 was from tbsing of US$1.0 million convertible note payable.

The cash position of the Company at December 317 2€ash and cash equivalents) was US$7.1 mikiompared
to US$1.1 million at December 31, 2016. Workingita@pncreased to US$8.1 million as of December 2117
from US$2.3 million as of December 31, 2016 prifyadiue to the profitable growth of the Company.

The cash position of the Company at March 31, Z2@48h and cash equivalents) was US$10.4 milliompaoved to
US$7.1 million at December 31, 2017. Working cdpiareased to US$11.0 million as of March 31, 26i8n
US$8.1 million as of December 31, 2017 primarileda the profitable growth of the Company.

During the year ended December 31, 2017, the Coynganerated an operating profit of US$12.0 millimturred
Adjusted EBITDA of US$14.1 million, and cash flowofm operations of US$7.5 million. Revenue for theary
ended December 31, 2017 was US$40.0 million, whightesents a 172% increase (US$25.3 million) iremere
from the year ended December 30, 2016. The Compasyshareholders’ equity of US$12.6 million and kiray

capital of US$8.1 million. The Company has a scletidebt repayment of US$1.0 million within twelr®nths
of the balance sheet date upon the contractualrityabf a convertible note. The convertible notesishject to
conversion into common stock of the Company attider’s option. The note was repaid in its enyiet May 31,
2018.

During the quarter ended March 31, 2018, the Commmmerated an operating profit of US$4.1 milliogurred
positive Adjusted EBITDA of US$4.5 million, and pidge cash flow from operations of US$4.1 millidRevenue
for the quarter ended March 31, 2018 was US$13lliomiAs at March 31, 2018, the Company has shaldshs’
equity of US$16.0 million and positive working cegbiof US$11.0 million.
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Related Party Transactions

Related Party Receivable

At December 31, 2017 and 2016, and at March 3182i& Company had a non-interest bearing, unsecured
receivable due from one of the founders of the Caomggn the amount of US$107,000. The loan was nadssist
one of the founders of the Company with costs iretiiin the development of the business prior taitginal
incorporation. This amount is included in otherderrm assets in the consolidated statement ofidiaa position.
The Company expects the receivable to be fullyectible.

Critical Accounting Policies and Estimates

Revenue Recognition

The Company recognizes revenue when products greesh and the customer takes ownership and assiskesf
loss, collection of the relevant receivable is @tal, persuasive evidence of an arrangement eaistishe sales
price is fixed or determinable. Freight revenugéserally exempt from state sales taxes. Salesdbected from
customers and remitted to governmental authordtiesaccounted for on a net basis and thereforexataded from
revenues in the consolidated statements of profitiass.

Use of Estimates and Judgments

The preparation of consolidated financial statemant conformity with IFRS requires management tokena
estimates and assumptions that affect the repan@olints of assets and liabilities and disclosufesontingent
assets and liabilities at the date of the constitidinancial statements and the reported amoun¢wanues and
expenses during the reporting period. Actual restdiuld differ from those estimates. Significaeiris subject to
such estimates and assumptions include the usefd bf fixed assets; allowances for doubtful actsuthe
valuation of deferred tax assets, fixed assetsentory, share-based compensation and reserves tifier o
contingencies.

Information about assumptions and estimation uag#iés that have a significant risk of resultimya material
adjustment within the next financial year inclutie following:

Depreciation and amortization rates

In calculating the depreciation and amortizatiopemse, management is required to make estimatée efkpected
useful lives of property and equipment and intalegitssets.

Amounts receivable

The Company uses historical trends and performsifipaccount assessments when determining thevatioe for
doubtful accounts. These accounting estimatesnarespect to the accounts receivable line itenhénGompany’s
consolidated statements of financial position. AicBmber 31, 2017, accounts receivable represeédot total
assets. At March 31, 2018, accounts receivablesepted 10% of total assets.

The estimate of the Company’s allowance for doukdaftcounts could change from period to period du¢he
allowance being a function of the balance and caitipo of amounts receivable.

Biological assets and inventory

In calculating the value of biological assets ameentory, management is required to make a numbestonates,
including estimating the stage of growth of theusttial Hemp plants to the point of harvest, hatimgscosts and
selling costs. In calculating final inventory vadlenanagement is required to determine an estiofatdsolete
inventory and compares the inventory cost to eséthaet realizable value.
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Share-based compensation

The Company uses the Black-Scholes option-pricimglehto determine the grant date fair value of stesed
compensation. The following assumptions are usethénmodel: dividend vyield; expected volatilityskifree
interest rate; expected option life; and fair value

Changes to assumptions used to determine the daéatfair value of share-based compensation aveansffect
the amounts recognized in the consolidated finhstagements.

Revenue

Changes to the assumptions used to measure rewenlg impact the amount of revenue recognized & th
consolidated financial statements.

Future Accounting Standards and Interpretations

The standards and interpretations that have beaeds but are not yet effective, up to the dath@issuance of the
consolidated financial statements are discussedwbelhe Company intends to adopt these standardthen
required effective date.

IFRS 16, “Leases”

In January 2016, the IASB issued IFRS 16, “Leasediich replaces IAS 17, “Leases”, and its assodiate
interpretative guidance. The new standard bringstrfeases on-balance sheet for lessees under la smuglel,
eliminating the distinction between operating aimhiice leases. Lessor accounting, however, renfamggly
unchanged and the distinction between operatingiaadce leases is retained. The standard is eféeftir annual
periods beginning on or after January 1, 2019, w#Hy adoption permitted if entities have alsoliegplFRS 15.
The Company is currently evaluating the impacttafse new standards, interpretations and amendroantse
consolidated financial statements.

IFRS 9 “Financial Instruments: Classification anéadurement”

In July 2014, the IASB issued the final versionlBRS 9, which reflects all phases of the finanaistruments
project and replaces IAS 39 and all previous vesiof IFRS 9. The standard introduces new requinésrier the
classification and measurement of financial assetsfinancial liabilities, impairment and a new gediccounting
model with corresponding disclosures about risk aga@ment activity. IFRS 9 is effective for annuatipds
beginning on or after January 1, 2018. Managemiamnispgo adopt the new standard on the effective, diatluding
the new hedge accounting guidance. The adoptidRFR$E 9 is not expected to have a significant impacthe
classification and measurement of its financialrineents.

IFRS 15 “Revenue from Contracts with Customers”

In May 2014, the IASB issued IFRS 15 “Revenue fr@ontracts with Customers” IFRS 15’), which replaces
IAS 18, “Revenue”, IAS 11 “Construction Contractahd various revenue related interpretations. IFRBS 1
establishes a new control-based revenue recogmiimstel where revenue is recognized at an amountéfiacts
the consideration to which an entity expects toehétled in exchange for transferring goods or sew to a
customer. The new revenue standard is effectiveafmual periods beginning on or after January 1,820 he
Company’s contracts are primarily short-term inunat and generally do not include significant mugtip
deliverables. The Company adopted the new starmatthnuary 1, 2018 using the modified retrospectie¢thod,
without restatement of the comparative figures. Tmmpany does not expect the financial performamce
disclosure to be materially affected by the appiicaof the standard.

IFRS 2 “Classification and Measurement of Sharetid®ayment Transactions - Amendments to IFRS 2”

The IASB issued amendments to IFRS 2 Share-basgddrd that address three main areas: the effectesting

conditions on the measurement of a cash-settle@-4t@sed payment transaction; the classificatiom sifare-based
payment transaction with net settlement features widthholding tax obligations; and accounting wheae
modification to the terms and conditions of a sHased payment transaction changes its classdficétom cash
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settled to equity settled. On adoption, entities raiquired to apply the amendments without regtainior periods,
but retrospective application is permitted if edettfor all three amendments and other criteria rae¢. The
amendments are effective for annual periods beginon or after January 1, 2018, with early appiicapermitted.
The adoption of IFRS 2 is not expected to havegaifitant impact on the classification and measumetnof its
share-based payments.

IFRIC Interpretation 23 “Uncertainty over IncomexTEreatment”

The Interpretation addresses the accounting fammectaxes when tax treatments involve uncertahdy affects the
application of IAS 12 and does not apply to taxedewies outside the scope of IAS 12, nor doepdctically

include requirements relating to interest and pg&sabssociated with uncertain tax treatments. lhterpretation
specifically addresses the following:

» Whether an entity considers uncertain tax treatmseparately.
* The assumptions an entity makes about the examimafitax treatments by taxation authorities.

* How an entity determines taxable profit (tax lotay bases, unused tax losses, unused tax creditaa
rates.

* How an entity considers changes in facts and cistantes.

An entity must determine whether to consider eawtertain tax treatment separately or together wifith or more
other uncertain tax treatments. The approach tidétpredicts the resolution of the uncertaintyusth be followed.
The interpretation is effective for annual repagtiperiods beginning on or after January 1, 2019, deutain
transition reliefs are available.

Outstanding Share Data

SBI is authorized by its certificate of incorpocatito issue 10 million preferred shares and 50ignilcommon
shares. The par value of the preferred and comimames is US$0.0001 per share.

At the close of business on June 15, 2018, 8,789sBares of SBI were issued and outstanding. Taereno
preferred shares currently issued and outstanding.

As of June 15, 2018, potential dilutive securiiiedude (i) 576,429 outstanding Founder Optionshwaitweighted
average exercise price of US$0.005; and (ii) 82 ditstanding options in the Legacy Option Plamwitveighted
average exercise price of US$5.00. Each optiotlenthe holder to purchase one common share af SBI

In connection with the Reorganization, it is amgated that these securities will be exchanged fopdttionate

Voting Shares and securities exercisable into Rtapmate Voting Shares on substantially the sammdeafter
giving effect to the Reorganization.

-03 -



DIRECTORS AND EXECUTIVE OFFICERS

The following table sets out the names and muniitigs: of residence of each director and officertiké Company, their
principal occupation and their position within @@empany as anticipated at Closing.

Name and Municipality of Principal Occupation for Director/Officer
Residence Position with the Company Last Five Years Since

Hesaam Moallerf?” @ Chief Executive Officer and ~ Chief Executive Officer of SBI since May 18, 2018
Boulder, Colorado, USA Director January 2018. General Counsel of Onnit

Labs, LLC from 2015 through 2017.
Juan Sartor Director Founder and President of Union Group ~ May 18, 2018
Switzerland since 2012.
John Held?: @ ©) Director General Counsel of Omega Protein May 18, 2018
Houston, Texas, USA Corporation since 2000.
William West® @ Director Co-Founder and President of Tesseract May 18, 2018
Laguna Beach, California, Medical Research, LLC since 2016.
USA CoFounder and CFO / COO of ACRE

LLC since 2012.
Shane Hoyn& Director Chief Marketing Officer of May 18, 2018
Hampton, Middlesex, Quintessential Brands Group Ltd. since
United Kingdom March 2018. Previously Chief

Marketing Officer Europe of Bacardi
Global Brands Limited from 2015 to
December 2017. Previously Global
Brand Director of Williams Grant &
Sons Limited from 2011 to 2015.

Richard Mohr Chief Financial Officer Chief Financial Officer 8Bl since May 18, 2018

Monument, Colorado, USA September 2017.

Notes:

(1) Anticipated Member of the Governance and Nomina@ognmittee. Mr. Held is anticipated to be the Qimain of the
Governance and Nominating Committee.

2 Anticipated Chairman of the Board.

(3) Anticipated Member of the Audit Committee. Mr. Westanticipated to be the Chairman of the Audit Guttee.

(4) Anticipated Member of the Compensation Committee. eld is anticipated to be the Chairman of thenfensation
Committee.

(5) Anticipated Lead Independent Director.

Hesaam Moallem

Hesaam Moallem is a consumer-packaged goods iydeséacutive and attorney with a diverse backgrotinad
includes leadership and C-level positions in satestketing, supply chain, manufacturing, businesgetbpment,
international expansion/operations and legal/régnyaroles. Mr. Moallem holds an undergraduate dedrom the
University of Texas in Chemistry and a Juris Doategree from California Western School of Law. Ptio
practicing law, Mr. Moallem spent time as a chenmsthe pharmaceutical industry. Until recently,.N#toallem
served as General Counsel and Chief Compliancedffor a fast-growing dietary supplement, fitnasd apparel
company, where he was responsible for the compdegal and regulatory functions as well as suppigir,
quality, manufacturing and product development apens. Mr. Moallem has been the Chief Executivd®f of
SBI since January 2018.

Juan Sartori

Mr. Sartori is the Chairman and founder of Uniono@gr, a privately-owned investment and private gguit
management firm with significant strategic Latin &rican interests. These cover the agriculturalyggndorestry,
infrastructure, minerals, oil & gas and real esta&etors. Mr. Sartori established Union Group i6720n 2008, he
formed UAG, one of the first companies affiliateithmUnion Group to consolidate agricultural ass&t8G has
grown to become the largest agricultural companyinguay, and one of the largest in Latin Amerieéth a
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subsidiary listed on the Montevideo Stock Exchargiece its incorporation, Union Group and its sdlasies have
performed numerous transactions across Latin Ameontinuously growing its portfolio of private capublic
companies. Mr. Sartori is a regular speaker abatinLAmerican issues in worldwide conferences aedie Mr.
Sartori began his career as a financial services@meneur in 2002 launching Union Capital Grou@emeva based
multi-strategy asset manager, selling its conino2®08. Mr. Sartori received a Bachelor's degre8lsiness and
Economics from Ecole des Hautes Etudes CommerditddsausanneMr. Sartori has been a director of SBI since
February of 2018.

John Held

Mr. Held is a legal executive with extensive exjserin mergers and acquisitions, corporate andriesulaws and
corporate governance. Mr. Held currently serve&xascutive Vice President, General Counsel and Segref
Omega Protein Corporation, a nutritional specialifg and proteins products company, and has servedose
positions since June 2006. Mr. Held has also seage@eneral Counsel and various other positions @ihega
Protein since 2000. In 2014, Mr. Held founded Thadhtium Group, a private security and investigaidirm
where he served as Chairman of the Board. In 1889,Held was a co-founder of Red Hawk Industries, a
consolidator of the bank equipment services ingudtr 1995, Mr. Held was a key founding team memobgr
American Residential Services, a consolidator efdir conditioning, plumbing and electrical sergiéedustries.
Prior thereto, Mr. Held practiced corporate andusées law with a large international law firm. Mdeld holds a
B.A. in Economics and International Relations fr@&ucknell University and a Juris Doctor degree fr@wrnell
Law School.

William West

Mr. West is a strategic finance and operations @ikex with extensive experience with large scale|tinmational
businesses. Mr. West began his career in busiimessck, venture capital, and management consulfingteatfter,
Mr. West held numerous roles with HID Corporatianglobal leader in security identity solutions. Vghat HID,
Mr. West rose to serve as HID’s Senior Vice Prestidand Global Chief Financial Officer. In this rpldr. West
grew the business 300% to $900M in 6 years thraiging organic development and numerous acquisitidvir.

West then co-founded and served as Chief Fina@fidder and Chief Operating Officer of ACRE, LLO1 four
years, Mr. West grew ACRE into a global player étwwity and identity access control solution thiostrategic
domestic and international mergers and acquisitioreating more than $350MM in equity value. CutiyeriMr.

West serves as Co-Founder and President of Tetdéeaical Research, a California based life scisrmmmpany
focused on novel drug delivery systems. Mr. Westidhan undergraduate degree from Harvard Univeragywell
as an MBA with emphasis on international financent Harvard Business School.

Shane Hoyne

Mr. Hoyne is a marketing executive with extensivgearience leading marketing and strategy for wathkn
global brands. Mr. Hoyne began his career in margetith Grants of Ireland, an Irish producer ofne$ and
spirits. Thereafter, Mr. Hoyne held various mankgtand communications positions with The Heinekemgany,
including serving as the company’s Senior Brande€or for the United States Market. Mr. Hoyne tlsenved as
Global Brand Director for William Grant & Sons, theorld’s third largest producer of Scotch whiskeyhich
produces beverages under brands including Glerfiddsrant's, Balvenie, Kininvie, Monkey Shouldeull@more
Dew and Hendrick's Gin. Mr. Hoyne later served ageCMarketing Officer — Europe for Bacardi. Curtlgn Mr.
Hoyne serves as Chief Marketing Officer of Quinggdiml Brands Group, a London based producer aodadl
distributor of spirits. Mr. Hoyne holds an undeidpate degree from Trinity College Dublin as wellsas MBA
from the University of Strathclyde Business School.

Richard Mohr

Richard Mohr has more than 25 years of leaderskperéence in both public and private companies. Miohr has
an extensive background in finance and operaticasagement, primarily in technology-based compan&ading
software, manufacturing, remote sensing, semicaodsicoptical storage and green energy. His putdimpany
experience includes ten years as CFO with a Nasdagpany including an IPO, and over ten years as @ka
Toronto Stock Exchange company. Mr. Mohr holds aBAVfrom Regis University and a Bachelor's degree in
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Accounting from Colorado State University. Mr. Molsra licensed CPA in the state of Colorado. Mr.hMbas
been the CFO of SBI since September of 2017.

Security Holding by Directors and Officers

Immediately after Closing, the directors and exmeubfficers, as a group, will beneficially own,reiitly or
indirectly, or exercise control or direction ovan aggregate of 11,346.48oportionate Voting Shares (4,538,584
Common Shares on an as-converted basis), repmegeagiproximately 5.77% of the issued and outstandin
Proportionate Voting Shares.

Cease Trade Orders

To the knowledge of the Company, no director orcekige officer as at the date hereof, is or wahiwitlO years

before the date hereof, a director, chief executifieer or chief financial officer of any corpoian (including the

Company), that (a) was subject to an order thatisssed while the director or executive officer veasing in the

capacity as director, chief executive officer oie€liinancial officer, or (b) was subject to an erdhat was issued
after the director or executive officer ceased @oabdirector, chief executive officer or chief fircéal officer and

which resulted from an event that occurred whikg ferson was acting in the capacity as directief @xecutive

officer or chief financial officer. For the purpaskereof, “order” means (a) a cease trade ordggn(forder similar
to a cease trade order, or (c) an order that degh&delevant corporation access to any exemptiaeusecurities
legislation, that was in effect for a period of méhan 30 consecutive days.

Bankruptcies

To the knowledge of the Company, no director orceiige officer of the Company, or a shareholderding a
sufficient number of securities of the Company ffec materially the control of the Company (a)as, at the date
hereof, or has been within the 10 years beforedtite hereof, a director or executive officer of aoyporation
(including the Company) that, while that person w&esing in that capacity, or within a year of tparson ceasing
to act in that capacity, became bankrupt, madepgsal under any legislation relating to bankrugicynsolvency
or was subject to or instituted any proceedingsrgement or compromise with creditors or had aivec, receiver
manager or trustee appointed to hold its assetgb)ohas, within the 10 years before the date Hetsecome
bankrupt, made a proposal under any legislatioatirg) to bankruptcy or insolvency, or become subtecor
instituted any proceedings, arrangement or com@®mith creditors, or had a receiver, receiver rganar trustee
appointed to hold the assets of the director, ekexofficer or shareholder.

Penalties or Sanctions

To the knowledge of the Company, no director, etieewfficer or Shareholder holding a sufficientnmoer of
securities of the Company to materially affect domtrol of the Company has been (i) subject to pewyalties or
sanctions imposed by a court relating to securlégsslation or by a securities regulatory authodt has entered
into a settlement agreement with a securities eego} authority; or (ii) any other penalties or sidans imposed by
a court or regulatory body that would likely be smiered important to a reasonable investor in ntakin
investment decision.

Conflicts of Interest

A director who has a material interest in a mattfore the Company’s Board or any committee on kvhie or she
serves is required to disclose such interest as asdhe director becomes aware of it. In situatiehere a director
has a material interest in a matter to be consitlbyethe Company’s Board or any committee on wlhielor she
serves, such director may be required to absergdifror herself from the meeting while discussiansl voting

with respect to the matter are taking place. Dectill also be required to comply with the relevarovisions of
applicable corporate laws regarding conflicts ééiast.
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Insurance Coverage and Indemnification

The Company will acquire prior to Closing of thef@ing and maintain liability insurance for its @itors and
officers with coverage and terms that are custonfarya Company of its size and industry. In addifiche
Company will enter into indemnification agreementth its directors and officers. The indemnificatiagreements
will generally require that the Company indemnifgydahold the indemnitees harmless to the greatetgnex
permitted by law for liabilities arising out of thiedemnitees’ service to the Company as directads @ficers, so
long as the indemnitees acted honestly and in daitddwith a view to the best interests of the Campand, with
respect to criminal or administrative actions aqaedings that are enforced by monetary penaltiieiindemnitee
had no reasonable grounds to believe that his ocdeduct was unlawful. The indemnification agreataealso
provide for the advancement of defence expenstetmdemnitees by the Company.

EXECUTIVE COMPENSATION

Introduction

The following discussion describes the significalements of the compensation of the Company’s ket utive
Officer and Chief Financial Officer (collectivelthe “NEOS’), namely:

e Hesaam Moallem, President and Chief Executive &xffic

¢ Richard Mohr, Chief Financial Officer

No other executive officer of the Company is expddb earn total compensation in excess of C$180{@0the
fiscal year ended December 31, 2018.

Role and Composition of the Compensation Committee

The Company’s executive compensation program well daministered by the Compensation Committee (the
“Compensation Committeé) of the Board. The Compensation Committee’s maéamdeill include reviewing and
making recommendations to the Board in respech®fcbompensation matters relating to the Comparngsudive
officers, employees and directors, including theQ$EThe Compensation Committee will be formed teyBloard
prior to Closing and it is anticipated that it wilk composed of Messrs. Held (chair) and West, bbthhom are
independent within the meaning of applicable Caaradecurities legislation.

The responsibilities of the Compensation Commiitterespect of compensation matters will includeieeing and

recommending to the Board the compensation polafesguidelines for supervisory Management andopere,

corporate benefits, bonuses and other incentiee&wing and approving corporate goals and objestielevant to
CEO compensation; non-CEO officer and director cemgation; the review of executive compensationlalsce;

succession plans for officers and for key employees material changes and trends in human ressaiey,

procedure, compensation and benefits.

The Compensation Committee will have unrestrictedeas to the Company’s personnel and documentssand
provided with the resources necessary, includiagequired, the engagement and compensation agtlewdvisors,
to carry out its responsibilities.

Compensation Principles and Objectives

The Company’'s compensation program will supportcisgsnmitment to delivering strong performance fa it
shareholders. The compensation policies will beigthesl to attract, recruit and retain quality angezienced
people. In addition, the compensation program bl intended to create an alignment of interestevdet the
Company’s executive officers and other employeéh thie long-term interests of the Company’s shddshis, and
enhance share value. In this way, a significantigorof each executive’'s compensation will be lidk®
maximizing shareholder value.

At the same time, the Compensation Committee vpiirate under the recognition that the executivepearsation
program must be sufficiently flexible in order tdapt to unexpected developments in the CPG and abann
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industry and the impact of internal and marketteglaoccurrences from time to time and as suchCthmpensation
Committee will be given the discretion to award gemsation absent attainment of specific performaoags and
to increase or reduce the size of any such payoasgnment with the overall pay-for-performandslpsophy.

The compensation program will support the Compaitorg-term growth strategy and be designed to aptism
the following objectives:

« align executive compensation with corporate peréoroe and appropriate peer group comparisons;

« produce long-term, positive results for the Compashareholders;

» provide market competitive compensation and benaditattract and retain highly qualified Management
and

» provide incentives that encourage superior corpogrformance to support the Company’s overall
business strategy and objectives.

The Compensation Committee will adopt a compensapioogram that covers the following key short-term
elements: (i) a base fixed amount of salary anafitsn (i) a performance-based cash bonus forGE®; and the
following key long-term element: (iii) awards gradtunder the LTIP.

The Company will review the public disclosure azhié for other comparable CPG, cannabis industmypemies,
and/or similar market cap companies in Canadadistas determining the competitiveness of basargabonuses,
benefits and stock options paid to each of the ke officers of the Company. In particular, thamagement of
SBI has identified the following potential peer gpoas measured by market capitalization and busisestor:
Jamieson Wellness, CanniMed, MedReleaf, Kinaxis Birtt. The Company will select a peer group that
comprised of companies that have similar charattesiin common with the Company and that would pet® for
similar executive talent and as such, provides @ddoasis for assessing the competitiveness of trap@ny’s
compensation.

While the Compensation Committee is not intendedotaally consider the implications of the risksasiated
with the Company’s compensation policies and peastithe Compensation Committee will take into hration

the various components of the Company’s compensatiogram when assessing whether the program sispber
Company’s principles and objectives and reviews Gaenpany’s compensation policies on a regular bdsis

Company’s Insider Trading and Reporting Policy wplecify that the Company’s directors, officers antployees
shall not, directly or indirectly, engage in anydbimg activities, and are barred from purchasingarcial

instruments, including buying or selling a callput, any other prepaid forward contracts, equitg@sy collars, or
units of exchange funds, in respect of the Commasgturities. Notwithstanding these prohibitiohg, Company’s
directors, officers and employees will be ableat & security which such person does not ownéhgoerson owns
another security convertible into the security smidan option or right to acquire the security safdi, within 10
days after the sale, such person: (i) exercisesdhgersion privilege, option or right and delivéhe security so
associated to the purchaser; or (ii) transferctimertible security, option or right, if transfbha, to the purchaser.

Base Salary

The objective of base salary compensation will eeward and retain NEOs. The program will be desilgto
reward NEOs for maximizing shareholder value inotatile commodity-based business in a regulatomrpm@ant
and ethical manner. In setting base compensatiegisieconsideration will be given to such factosslevel of
responsibility, experience, expertise and the arnafirtime devoted to the affairs of the CompanybjSative
factors such as leadership, commitment and attiviti@lso be considered. The goal of the Compailybe to pay
base salary compensation to retain the NEOs imathge of industry peers, while maintaining the allegoal that
total compensation should be weighted toward végiahd long-term performance-based components ks we

Equity-Based Compensation

The Company’s equity-based compensation will benaportant component of its balanced total compénmsat
program. Equity-based compensation is intendeddate an ownership culture among executives thapravide
an incentive to contribute to the continued growtid development of the Company’s business and satige
interests of its executive officers with thosetefshareholders.
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Option-Based Awards

The LTIP will permit the granting of Options to ghase Common Shares to NEOs. The objective of iggant
Options to the NEOs will be to incent the maximia@atof shareholder value on a long-term basis asksbptions
closely link the interests of the Participantsdafined in the LTIP) to those of the Company.

Legacy Option Plan

SBI has previously granted to directors, officensployees and consultants certain stock optionsrniie Legacy
Option Plan. In connection with the Reorganizatithe Legacy Option Plan, and all outstanding stopkons
thereunder, will be assumed by the Company. Thepgaomintends to amend the Legacy Option Plan teigeo
for the existing stock options outstanding under tlegacy Option Plan to be exercisable in accomlavith the
terms of the existing Legacy Option Plan for Prdijpoate Voting Shares following the Reorganizatigith

applicable adjustments to the exercise price tlidmeoeflect the Reorganization. Upon Closing, moter stock
options will be granted under the Legacy OptiomP#nd the Legacy Option Plan will be terminatecewhll stock
options thereunder have been exercised or haveeexpi

SBI granted an aggregate of 175,000 stock optiodgithe Legacy Option Plan to its officers anéctiors during
the financial year ended December 31, 2017. Thaeaion of the number of these option-based awgrdsted
among the directors and officers of SBI was deteeahiby the board of directors of SBI.

As of the date hereof, prior to giving effect te tReorganization, 892,192 options to acquire comsiamnes of SBI
are issued and outstanding under the Legacy Opian (representing 10.2% of the issued and outstgnd
common shares of SBI, or 8.7% of the common shafr&BI on a fully-diluted basis, and representwig of the
issued and outstanding Common Shares assuming etompbf the Offering, on a non-diluted basis asdusming
conversion of the Proportionate Voting Shares) wate granted to directors, officer, employees amtsaltants of
SBI. In addition, SBI has issued 576,429 Foundeliddp to acquire 576,429 common shares of SBI ésmiting
6.6% of the issued and outstanding common shar&8bfor 5.6% of the common shares of SBI on gfdlluted
basis, and representingt of the issued and outstanding Common Shares asgwempletion of the Offering, on
a non-diluted basis and assuming conversion oPtbeortionate Voting Shares).

Long Term Incentive Plan

Prior to completion of the Offering, the Companyi@pates that the Board of Directors will appramd adopt the
2018 Long-Term Incentive Plan (th&TIP "), pursuant to which the Company will be able $sue equity-based
compensation in the form of stock options, stockragpiation rights, unrestricted shares or restlicsbares,
deferred share units, restricted stock units, pevémce shares, performance units, and other stasebawards to
eligible participants. The purpose of the LTIPasehable the Company and certain of its affilidgtesbtain and
retain services of these individuals, which is eaéto the Company’s long-term success. In cotioeavith the
adoption of the LTIP and the Reorganization, theusdes granted under the Legacy Plan will be exged for
comparable securities under the LTIP and the Le&day will be terminated.

The granting of awards under the LTIRG¢ants”) is intended to promote the long-term financialerests and
growth of the Company and its subsidiaries by etitng and retaining management and other persaamlkey
service providers with the training, experience abdity to enable them to make a substantial d¢oution to the
success of the Company’s business. Moreover, the Rims to align the interests of eligible partanips with those
of the shareholders of the Company through oppititsrof increased equity-based ownership in then@any.

The maximization of shareholder value is encourdgethe granting of incentives under the LTIP. Digective of
the LTIP is to reward and retain NEOs. The progisuhesigned to reward NEOs for maximizing sharediolcglue
in a volatile commodity-based business in a reg@yatompliant and ethical manner. Increasing thkiesaf
Common Shares increases the value of the stockrmpfihis incentive closely links the interestshaf officers and
directors to shareholders of the Company and eagesra long-term commitment to the Company.

Eligible participants under the plan include diogst officers (including the NEOs), employees aodstltants of
the Company and its subsidiaries. The LTIP willdokeninistered by the Board of Directors or a coneritthereof
appointed by the Board of Directors. The followitigcussion is qualified in its entirety by the tekthe LTIP.
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The terms and conditions attaching to the Grantshei determined by the Board of Directors (or anagttee

thereof), in its sole discretion, and will be satthi in grant agreements. The Board of Directolshaive the power
and discretionary authority to determine the teamd conditions of the Grants, including the indidts who will

receive the Grants, the type and number of awardgest to each Grant, the terms of settling then@e awards,
the form of consideration payable on settlemeravedirds and the timing of the Grants.

Participants will be required to pay any withholgltax obligations to the Company or its affiliate.

The exercise price of any Options shall be detezthiby the Board of Directors, subject to CSE apalrdif
required), at the time such Options are grantedolevent shall such exercise price be lower thargteater of the
closing market prices of the underlying securitias(a) the trading day prior to the date of gafrthe Options, and
(b) the date of grant of the Options. Subject tp agsting restrictions imposed by the CSE, the BadrDirectors
may, in its sole discretion, determine the timerumwhich Options shall vest and the method ofimgstor that no
vesting restriction shall exist.

The terms of an Option may not be amended oncedsdfi an Option is cancelled prior to its expirgtel the
Company must post notice of the cancellation ard slot grant new Options to the same person @6tilays have
elapsed from the date of cancellation.

Subject to adjustment provisions as provided in IthéP, the maximum number of Common Shares issuable
pursuant to Grants under the LTIP shall be equ&Bt600,000 Common Shares (1,500,000 prior to gieiifiect to

the Reorganization) less any Common Shares thatsavable pursuant to the Legacy Option Plan, ag Inea
adjusted from time to time. At the discretion ofetiBoard, Grants may be awarded using the applicable
Proportionate Voting Share equivalent on the ba$isne Proportionate Voting Share for every 400 Gum
Shares which are the subject of the applicable {Gran

After giving effect to the Reorganization and thepgdrtionate Exchange Ratio, immediately after @igshe
Company will have Options outstanding under theR_Bhd the Legacy Option Plan to acquire an aggeegfat
20,074.32 Proportionate Voting Shares (8,029,7281@on Shares on an as-converted basis, represesitngf
the issued and outstanding Common Shares on aonasfted basis). Immediately after Closing, 13,685.
Proportionate Voting Shares (5,470,272 Common Shanean as-converted basis, represensittgof the issued
and outstanding Common Shares on an as-converses) ball remain available for Grants pursuanthe t TIP.

Summary Compensation Table

To the extent determinable on the date hereoffahewing table sets forth the expected compensafar the
financial year ended December 31, 2018 for seniited capacities to the Company and its subsieaif any, in
respect of individual(s) who were acting as, orengcting in a capacity similar to, a CEO, CFO drrhost highly
compensated executive officer whose total compamsakceeded C$150,000 per annum (previously defasethe
“NEOs").

Non-Equity Incentive Stock

Option Plan
Compensatiot® (US$)
Year Consulting Share- Option- Annual Long-Term All Other Total
Name and Ended Fees/ Based Based Compen- Incentive Pension Compen-  Compen-
Principal December Salary Awards @ Awards @ sation Stock Option ~ Value @ sation ® sation
Position 31 (US$) (US$) (US$) Plans Plans (US$) (US$) (US$)
Hesaam 2018 325,000 Nil 522,500 Nil Nil Nil 199,392 1,0882
Moallem
President and
CEO
Richard Mohr 2018 210,000 Nil Nil Nil Nil Nil 9,809 219,809
CFO
Notes:
(1) The Company does not have any Share-Based AwagBfmré-Based Award means an award under an equity

incentive plan of equity-based instruments thatndd have option-like features, including, for geratertainty,
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common shares, restricted shares, restricted shrarge deferred share units, phantom shares, phmast@re units,
common share equivalent units and stock.

2 “Option-Based Award’ means an award under an equity incentive planpafons, including, for greater certainty,
share options, share appreciation rights and sinmaruments that have option-like features. Regmés the value of
Options granted prior to the date of this prospeesgsuming the value of US$1.90 per Option.

(3) The Company does not currently have any non-edaitg-term incentive plans. The Company’s only nonigy
incentive plan is its bonus plan. S&ohus Compensation Pladiscussion above.

(4) The Company does not currently have any pensiorsmapension awards.

(5) Includes CEO bonus program at 100% attainment amdp@ny paid health and life insurance benefits.

Incentive Stock Option Plan Awards

Outstanding Share-Based Awards and Option-Baseddsva

The following table sets forth details of awardattthe Company expects to be outstanding upon aiimplof the
Offering for each NEO of the Company.

Option-Based Awards

Number of Proportionate
Voting Shares and Common

Shares Underlying Value of Unexercised
Unexercised Option-Based In-the-Money Option-
Awards Exercise Price Expiration Based Awards?
Name and Title #) (US$) Date (US$)
Hesaam Moallem 6,187.56 Proportionate Voting $222.22 per December 31, °
Shares Proportionate Voting 2025
(2,475,024 Common Shares Share

after giving effect to the ($0.556 per Common
Reorganization, on an as- Share after giving effect

converted basis) to the Reorganization)
Richard Mohr 3,937.53 Proportionate Voting $222.22 per December 31, )
Shares Proportionate Voting 2025
(1,575,012 Common Shares Share

after giving effect to the ($0.556 per Common
Reorganization, on an as-  Share after giving effect
converted basis) to the Reorganization)

Notes:
Q) The value of the unexercised in-the-money Optisreiculated based on the Offering Price 0#C$

Incentive Plan Awards — Value Vested or Earned muthe Year

Options vest quarterly beginning March 31, 2018raveeriod of three years. For Mr. Moallem, vestirig17.51

Proportionate Voting Shares (207,000 Common Shetes giving effect to the Reorganization on arcasverted

basis) occurs for each of the first two quarter@@t8, and 515.26 Proportionate Voting Shares dsheuccessive
guarter for the remaining two and a half years. Mor Mohr, vesting of 331.88 Proportionate Votintpa®es

(132,750 Common Shares after giving effect to teerBanization on an as-converted basis) occursdachn quarter
during 2018, and 326.25 Proportionate Voting Shésegach successive quarter for the remainingyears. The

Options have a maximum expiry date of Decembef825.

Employment Agreements, Termination and Change of Quarol Benefits

The Company has entered into an executive employragreement with the Chief Executive Officer (the
“Employment Agreement), namely Hesaam Moallem with such Employment Agnent bearing an effective date
of January 1, 2018. The Employment Agreement pes/ifbr the NEO’s annual base salary, bonus andfitene
The Employment Agreement has entitlements on aitation without cause and change of control a®¥est Mr.
Moallem is entitled to six (6) months of compensatiplus any bonus that has been earned but tkatdtabeen
paid as of the termination date, in the event ohieation without cause during the first year ofptayment and
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twelve (12) months, plus any bonus that has beemedabut that has not been paid as of the termimatate,
thereafter.

The incremental payments that would be made tcCimpany’s Chief Executive Officer under the ternighe
Employment Agreement upon termination without caufssuch events were to occur immediately follogvitine
Closing would be US$162,500, plus any bonus thdt een earned but not paid as of the terminatide. da
addition, Mr. Moallem has entered into a 12-montdn-4sompetition and non-solicitation agreement witie
Company.

DIRECTOR COMPENSATION

The Company has five directors, one of whom, bditegaam Moallem, is also an executive officer of the
Company.

NEOs of the Company who also act as directors efGompany are not anticipated to receive any autditi
compensation for services rendered in such capdmtyever, all directors will be reimbursed for anyt-of-pocket
expenses incurred in connection with attending Ba@arcommittee meetings. For a description of th@pensation
paid to the NEO of the Company who also acts asecttir of the Company, seeStatement of Executive
Compensatiohsection above.

The main objectives of the Company’s directors’ pemsation program are to:

e compensate the directors in a manner that is corsumate with the risks and responsibilities assumed
in respect of Board and committee membership, antpetitive with other comparable issuers; and

« align the interests of the directors with the Compsishareholders.

The chart below outlines the Company’s director pensation program for its non-employee directors.

Type of Fee Amount

Board Retainer Board Member US$50,000 / year

Additional Retainer Lead Independent Director USBBR0 / year

Committee Retainer Audit Committee Chair US$10,09€ar
Compensation Committee Chair US$5,000 / year
Governance and Nominating Committee US$5,000 / year
Chair

Stock Option Grant Board Member US$40,000 / year

Incentive Stock Option Plan Awards

Directors’ Outstanding Share-Based Awards and OpBased Awards

The following table sets forth details of awardattthe Company expects to be outstanding upon adioplof the
Offering for each Non-Executive Director of the Quany.
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Option-Based Awards Share-Based Awards

Market or
Market or Payout
Payout Value of
Number of Value of Value of vested
Securities Unexercised Number of  Share-Based Share-Based
Underlying Option in-the- Shares that Awards that  Awards not
Unexercised Exercise money have not have not paid out or
Options Price Option Expiration Options vested vested distributed
Name (#) (C$) Date ™ (C$)@ #) (C$) (C$)
John Held ° ° e years from the N/A Nil Nil Nil
date of grant
Shane Hoyne ° ° e years from the N/A Nil Nil Nil
date of grant
Juan Sartori ° ° e years from the N/A Nil Nil Nil
date of grant
William West ° ° e years from the N/A Nil Nil Nil
date of grant
Notes:
(1) The Options have a maximum expiry date of
2 The value of the unexercised in-the-money Optisrelculated based on the Offering Price o C$

None of the awards disclosed in the table above baen transferred at other than fair market value.
INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS

None of the Company’s directors, executive officasployees, former directors, former executivacefs or

former employees or any of its subsidiaries, antenaf their respective associates, is or has wibiays before
the date of this prospectus or at any time sineebtbginning of the most recently completed findngéar been
indebted to the Company or any of its subsidianesanother entity whose indebtedness is the sulgéa

guarantee, support agreement, letter of creditlercsimilar agreement or understanding providedst@r any of
our subsidiaries except for Joel Stanley, SBI'sentrChairman, who has a loan outstanding withiSBhe amount
of US$107,409.

AUDIT COMMITTEE DISCLOSURE

The Audit Committee is expected to be compriseMle$srs. West, Sartori and Hoyne, and is expectée haired
by Mr. West. The Board has determined that eachexfe directors meets the independence requireniecitgling
the heightened independence standards for memb#rs Audit Committee, pursuant to NI 52-110. TheaRl has
determined that each of these directors is findlgcligerate within the meaning of NI 52-110. Eaohthe Audit
Committee members has an understanding of the atinguprinciples used to prepare financial stateisiemd
varied experience as to the general applicatiosaush accounting principles, as well as an undedgtgnof the
internal controls and procedures necessary fonfiah reporting. For additional details regardihg £ducation and
experience of each member of the Audit Committee,®irectors and Executive Officéts

Audit Committee Charter

The Board has adopted a written charter settinth fire responsibilities, powers and operationshef Audit
Committee consistent with NI 52-110, a copy of whig attached hereto as Appendix “A”. The princigaties and
responsibilities of the Audit Committee are to ak#lie Board in discharging the oversight of theureaand scope
of the annual audit, management’s reporting orrmateaccounting standards and practices, the regfdimancial
information, accounting systems and procedures,fimaghcial reporting and financial statements. Bward has
charged the Audit Committee with the responsibitifyrecommending, for approval by the Board, theitd
financial statements, interim financial statemeatsl other mandatory disclosure releases contaifivancial
information.
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The Audit Committee has access to all books, re;ditilities and personnel and may request anyrimdtion
about the Company as it may deem appropriatestt hhs the authority to retain and compensate aplegal,
accounting, financial and other consultants or sahg to advise the Audit Committee. The Audit Cottemni
reviews and approves all related-party transactimsprepares reports for the Board on relatedrpahsactions.
The Audit Committee is also responsible for the-gperoval of all non-audit services to be provided the
Company’s auditors.

Reliance on Certain Exemptions

At no time since the Company’s incorporation has @ompany relied on the exemption from NI 52-1h@|uding
Section 2.4 of NI 52-11Me Minimis Non-audit Servicgr an exemption granted under Part 8 of NI 5Q-11

Audit Committee Oversight

At no time since the Company’s incorporation wase@ommendation of the Audit Committee to nominate o
compensate an external auditor not adopted by tiaedB

Pre-Approval Policies and Procedures

The Audit Committee has not adopted specific peticknd procedures for the engagement of non-agidiices.
The Audit Committee must pre-approve any non-aselivices to the Company and the fees for thosécestv

External Auditor Service Fees

The aggregate fees billed by the Company’s extauditors since the Company’s incorporation arfolews:

Audit Fees Audit Related Fees All Other Fees
Date (c$)® (Us$)@ Tax Fees (US$)? (Us$)“
Since May 18, 2018 17,100 Nil Nil Nil
Notes:
(1) “Audit Fees' include fees necessary to perform the annualtaamti quarterly reviews of the Company’s financial

statements. Audit Fees include fees for revievarfarovisions and for accounting consultations attens reflected in
the financial statements. Audit Fees also inclustiitaor other attest services required by legisfatr regulation, such
as comfort letters, consents, reviews of securiiliegs and statutory audits.

2) “Audit-Related Fees for assurance and related services that are meh$prelated to the performance of the audit or
review of the Company’s financial statements aredrent reported as audit fees. The services provitéus category
include due diligence assistance, accounting ctatguis on proposed transactions, and consultatiointernational
Financial Reporting Standards conversion.

(3) “Tax Fees$ include fees for all tax services other than thoxluded in “Audit Fees” and “Audit-Related Feeghis
category includes fees for tax compliance, tax milagn and tax advice.
(4) “All Other Fees' include all other non-audit services.

The aggregate fees billed by SBI's external ausitoreach of the two fiscal years noted below fatiband other
fees are as follows:

Financial Year Audit Fees Audit Related Fees All Other Fees
Ending (US$)® (US$)@ Tax Fees (US$§® (US$)@
2017 106,119 Nil 65,000 Nil
2016 126,716 Nil 10,000 Nil
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Notes:

(1) “Audit Fees' include fees necessary to perform the annualtaumi quarterly reviews of the Company’s financial
statements. Audit Fees include fees for revievarfarovisions and for accounting consultations attens reflected in
the financial statements. Audit Fees also inclugitar other attest services required by legistatr regulation, such
as comfort letters, consents, reviews of securiiliegs and statutory audits.

2 “Audit-Related Fee$ for assurance and related services that are mea$prelated to the performance of the audit or
review of the Company’s financial statements ardnat reported as audit fees. The services provid#éds category
include due diligence assistance, accounting ctatguis on proposed transactions, and consultatidimternational
Financial Reporting Standards conversion.

3) “Tax Fees include fees for all tax services other than thoxluded in “Audit Fees” and “Audit-Related FeeBhis
category includes fees for tax compliance, tax milagy and tax advice.
(4) “All Other Fees’ include all other non-audit services.

DISCLOSURE OF CORPORATE GOVERNANCE PRACTICES

The Canadian Securities Administrators have issiggdorate governance guidelines pursuant to NdtiBoicy
58-201 —Corporate Governance Guidelindthe ‘Corporate Governance Guideline® together with certain
related disclosure requirements pursuant to NI @B-The Corporate Governance Guidelines are recometeas
“best practices” for issuers to follow. The Compaagognizes that good corporate governance playsportant
role in its overall success and in enhancing stideh value and, accordingly, the Company will legting in
connection with the Closing, certain corporate goaace policies and practices which reflect the gamy’s
consideration of the recommendations made in thp@ate Governance Guidelines.

The disclosure set out below includes disclosurpiired by NI 58-101 describing the Company’s apphoto
corporate governance in relation to the CorporateeBance Guidelines.

Composition of the Board

The Board of Directors is composed of five direstoMessrs. Sartori, Held, West, Moallem and Hoyhlee
mandate of the Board is attached to this prospestusppendix “B”.

Under the BCBCA, a director may be removed withvithout cause by a resolution passed by an ordimejprity

of the votes cast by shareholders present in pessdyy proxy at a meeting and who are entitled atev The
directors will be elected by shareholders at eactual meeting of shareholders, and all directotshwid office for

a term expiring at the close of the next annualtmger until their respective successors are etbor appointed.
The Articles of the Company provide that, betweenual general meetings of shareholders, the dieatmy

appoint one or more additional directors, but thenber of additional directors may not at any timeed one-
third of the number of current directors who welexeed or appointed other than as additional dinsct

Director Independence

Under applicable Canadian Securities Laws, the @Goylg Board has determined that, at Closing, a ritgjof the
members of the Board will be considered independthin the meaning of NI 52-110. Pursuant to N+BD, Mr.
Hesaam Moallem is not considered to be indeperateht is the CEO of the Company. Messrs. Sartetd,FWest
and Hoyne are considered independent for the pespafsN| 58-101.

It is anticipated that Mr. Hesaam Moallem will bgpainted as the Chairman of the Board prior to i@psind as
such the Board will not have an independent chesgpe However, it is anticipated that Mr. John Heldl be

appointed as lead independent director by the Baaddwill be responsible for ensuring that the diwes who are
independent have opportunities to meet without mament present, as required. Discussions will Heble the
lead independent director who will provide feedbagksequently to the Chair of the Board and tdBiberd.
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Other Directorships
The following directors are presently directorotfer issuers that are reporting issuers (or thivakgnt):

Name Name of Reporting Issuer
Juan Sartori Union Acquisition Corp. (NYSE)
UAG S.A. (Montevideo Stock Exchange)

Board Meetings

The Board will hold ad hoc meetings from time toéi The Board will adopt the practice of followiegch meeting
with an independent directors’ discussion. Open eawadid discussion among the independent directilthe
facilitated by the relatively small size of the Bodand great weight will be attributed to the vieavel opinions of
the independent directors. In addition, the Boanduees open and candid discussion among its indepén
directors by continuously monitoring situations whe conflict of interest or perceived conflict inferest with
respect to a director may exist. In cases wherdén suconflict of interest or perceived conflict afterest is
identified, it is addressed in accordance withBI@RBCA and the Board Mandate. The Board may detegrthiat it
is appropriate to hold an in-camera session exotudi director with a conflict of interest or peraa conflict of
interest or such director may consider that itgprapriate to recuse themselves from considerirtvaring with
respect to the matter under consideration.

Position Descriptions

The Board will develop and implement a written fiosi description for the Chairman prior to Closinthe
Company has no written description for its commeittdair positions; however, the Company has a marnda
each committee and the roles and responsibilifieach committee chair position are implied therein

The Board, with the input of the CEO of the Comparas developed a written position descriptiortifier CEO.

Orientation and Continuing Education

The Company does not currently have a formal catéart and education program for new recruits toBbard, and
instead will provide such orientation and educatmm an informal basis. As new directors join theaih
Management will provide these individuals with aot@ite policies, historical information about then@any and
SBI, as well as information on the Company’s and'SBerformance and its strategic plan with an ioetlof the
general duties and responsibilities entailed imyiag out their duties.

No formal continuing education program currentlyisex for the directors of the Company. The Compuuill/
encourage directors to attend, enrol or participateourses and/or seminars dealing with finantiaracy,
corporate governance and related matters and ajlthe cost of such courses and seminars. Eacttaliref the
Company will have the responsibility for ensurihgttthey maintain the skill and knowledge necestargeet their
obligations as a director.

The Company may, following Closing, adopt formakatation and continuing education programs fordinectors
of the Company.

The Company may, following Closing, adopt a forrdakctor evaluation process to assess its effentis® and
contribution, among other matters, to be conduotedn annual basis.

Ethical Business Conduct

The Company will implement a Code of Business Cahdind Ethics (theEthics Codée) prior to Closing for its
directors, officers and employees, which will bedmaavailable under the Company’s profile on SEDAR a
www.sedar.com.
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The Governance and Nominating Committee will bgpoesible for administering the Ethics Code. The-tiagiay
responsibility for administering and interpretirtge tEthics Code will be delegated to the CFO, whesponsible
for reporting to the Governance and Nominating Caihese

In accordance with the BCBCA, directors who area#ypto, or are a director or an officer of a persdhich is a
party to, a material contract or material trangactr a proposed material contract or proposed mahteansaction
are required to disclose the nature and extenhaf interest and not to vote on any resolutiorapprove the
contract or transaction. In addition, the Comparnly have a lead independent director and in certzses, an
independent committee of the Board may be formedetidberate on such matters in the absence ofrtieeeisted

party.

The Board will adopt a “Whistleblower Policy” prido Closing, wherein employees and consultantshef t
Company are provided with the mechanics by whiodytimay raise concerns with respect to falsificatadn
financial records, unethical conduct, harassmedtheft in a confidential, anonymous process.

Nomination of Directors

The Company will adopt Terms of Reference for thev&nance and Nominating Committee prior to Closing
These Terms of Reference will outline that the Goaace and Nominating Committee will be tasked with
identifying qualified persons to serve as directofsthe Company should the need or a vacancy afike.
Governance and Nominating Committee may engagedidate search firm in assisting with identifyingtgntial
nominees. In selecting a candidate for recommenad the Board, the Governance and Nominating Cibien
will consider the following attributes: high stamds of personal and professional ethics, integaityl values,
commitment to representing the long-term interésthareholders, broad experience at the policy-ntplével in
business, government, education, technology oripiftterest, and sufficient time to effectively fililduties as a
Board member.

It is anticipated that, following Closing, the Gomance and Nominating Committee will be comprisdd o
independent directors, namely Messrs. Held (claaid) Moallem.

Term Limits

The Company has not implemented a policy mandaé&ng limits for directors, which the Board believesn the
best interest of the Company. The Company values cimprehensive knowledge of the Company and its
operations that long serving directors possessttamdontribution that this makes to the Board aghale. Tenure
will be determined on the basis of contribution andtinued evidence of the exercise of indepengeigment.

Compensation

For a discussion on the determination of the corsgigon for the Company’s directors and officerg, ‘$&xecutive
Compensation — Compensation Principles and Objegtiv respect of officers andDirector Compensatichin
respect of directors.

The Compensation Committee’s responsibility will foeformulate and make recommendations to the Baard
respect of compensation issues relating to direcod employees of the Company. Without limiting gienerality
of the foregoing, the Compensation Committee weliew and provide recommendations to the Boardhen t
following matters:

€) compensation policies and guidelines for superyismd management personnel of the Company
and its related entities;

(b) corporate benefits, bonuses and other incentisekjding stock options;

(c) reviewing and approving corporate goals and ohjestrelevant to CEO compensation, evaluating

the CEO’s performance in light of those corporatalg and objectives and determining the
CEO’s compensation level based on this evaluation;
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(d) non-CEO officer and director compensation, incantcompensation plans and equity-based

plans;

(e) the review of executive compensation disclosureoigethe Company publicly discloses such
information;

® succession plans for the officers and for key eyg®s of the Company; and

(9) any material changes or trends in human resouey pprocedure, compensation and benefits.

The Compensation Committee will be comprised déast two directors, or such greater number a8tdsrd may
determine from time to time. The Compensation Cotemiwill be formed by the Board prior to Closingdait is
anticipated that it will be composed of Messrs.H@hair) and West, both of whom are independettiwithe
meaning of applicable Canadian securities legmtati

Diversity

The Board has not adopted any policies that addhesgdentification and nomination of women direstof the

Company. The Board believes that Board nominatam executive officer appointments should be madéhe

basis of the skills, knowledge, experience andattar of individual candidates and the requiremehtsie Board

and Management at the time. The Company is conuhtitt@ meritocracy and believes that consideriegottoadest
group of individuals who have the skills, knowledggperience and character required to provideeletip needed
to achieve the Company’s business objectives, witheference to their age or gender, is in the ioéstests of the
Company and all of its stakeholders.

The Board does, however, recognize the benefitbvefsity within the Board and as a result, the ifaancourages
the consideration of women who have the necesddlty, knowledge, experience and character whersidening
new potential candidates for the Board. The Goverasand Nominating Committee also intends to re\ilesv
number of women considered or brought forward atergial nominees for Board positions and the skills
knowledge, experience and character of any suchemooandidates relative to other candidates to enthat
women candidates are being fairly considered k&latd other candidates. The Governance and Nomati
Committee also intends to review the number of woraetually appointed and serving on the Board @uate
whether it is desirable to adopt requirements dicigs in the future with respect to the diversifithe Board.

Although the Board encourages the considerationarhien who have the necessary, skills, knowledgeerasnce
and character when evaluating new potential catesddor the Board, it does not consider the level o
representation of women on the Board when idemiifyand nominating potential candidates for electiorre-
election to the Board. In keeping its commitmentrteritocracy, the Board feels that the best andt moalified
individual in all respects should be the individtlat is nominated. The Company has not imposethgquar targets
regarding the representation of women on the Baardth executive officer positions. The Board bedisvthat
imposing quotas or targets regarding the representaf women on the Board and in executive offipesitions
would compromise the principles of meritocracy. fehare presently no women serving on the Board, rand
women serving in executive officer positions.
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CERTAIN UNITED STATES TAX CONSIDERATIONS

The following is a general summary of certain Uegleral income tax consequences of the acquisitiamership
and disposition of the Common Shares that are ek to U.S. Holders and certain Non-U.S. Holdassdefined
below) that acquire the Common Shares pursuartadOffering. This discussion is based on the Caddeasury
regulations promulgated under the Codé&réasury Regulations), administrative pronouncements or practices
and judicial decisions, all as of the date herdafture legislative, judicial, or administrative nifchtions,
revocations, or interpretations, which may or magt be retroactive, may result in U.S. federal ineotax
consequences significantly different from thoseculised herein. This discussion is not binding e IRS. No
ruling has been or will be sought or obtained fithi® IRS with respect to any of the U.S. federaldamsequences
discussed herein. There can be no assurance ehER ghwill not challenge any of the conclusionsadié®d herein
or that a U.S. court will not sustain such a chegle This summary assumes that the Common Shardweht as
capital assets within the meaning of Section 1ZX2he Code (generally, property held for investmeint the hands
of a shareholder at all relevant times and areddeas equity of the Company for U.S. federal inedax purposes.

This summary does not address U.S. federal inc@axeconsequences to U.S. Holders subject to spadid,

including U.S. Holders that (i) are banks, finahaiatitutions, or insurance companies; (ii) argulated investment
companies or real estate investment trusts; (ié) lrokers, dealers, or traders in securities oreagies; (iv) are
tax-exempt organizations; (v) hold the Common Sha® part of hedges, straddles, constructive sadesersion

transactions, or other integrated investments; #efjuire the Common Shares as compensation foicesror

through the exercise or cancellation of employeeksbptions or warrants; (vii) have a functionaftremcy other
than the U.S. dollar; (viii) own or have owned difhg, indirectly, or constructively 10% or more tife voting

power or value of the Company; or (ix) are U.S.aKptes. In addition, this discussion does notesklany U.S.
federal estate, gift, or other non-income tax, my state, local, or non-U.S. tax consequencesebtinership and
disposition of the Common Shares or the impachefalternative minimum tax or the Medicare contiitiutax on

net investment income.

If an entity classified as a partnership for U.&ldral income tax purposes holds the Common Shred).S.
federal income tax treatment of a partner in suatingrship generally will depend on the statusushspartner and
on the activities of the partner and the partn@rshiperson that is a partner of an entity clasdifas a partnership
for U.S. federal income tax purposes where sudiydmtlds the Common Shares is urged to consutaiksadvisor.

THIS DISCUSSION IS FOR INFORMATIONAL PURPOSES ONLWYND IS NOT TAX ADVICE.
PROSPECTIVE PURCHASERS ARE URGED TO CONSULT THEIRXT ADVISORS REGARDING THE
APPLICATION OF THE U.S. FEDERAL INCOME TAX RULES TOTHEIR PARTICULAR
CIRCUMSTANCES AS WELL AS THE STATE, LOCAL, AND NONJ.S. TAX CONSEQUENCES TO THEM
OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF COMMGHARES.

U.S. Holders

The discussion in this section is addressed toldgd@f Common Shares acquired pursuant to ther@ffehat is a
“U.S. Holder” for U.S. federal income tax purposés.used herein, “U.S. Holder” means a beneficiaher of the
Common Shares that is, for U.S. federal incomeptarposes, (i) an individual who is a citizen oridest of the
United States; (ii) a corporation created or orgadiunder the laws of the United States or anyipalisubdivision
thereof, including any State thereof and the Distof Columbia,; (iii) an estate the income of whishsubject to
U.S. federal income tax regardless of its sourcéivd a trust that (a) is subject to the primauyigdiction of a court
within the United States and for which one or midr8. persons have authority to control all subshdecisions or
(b) has a valid election in effect under applicableasury Regulations to be treated as a U.S. perso

Tax Classification of the Company as a U.S. DomestCorporation

As a result of the Reorganization, pursuant to iBec7874(b) of the Code and the Treasury Regulation
promulgated thereunder, notwithstanding that then@amy is organized under the provisions of the B&Bsblely
for U.S. federal income tax purposes, it is antitéol that the Company will be treated as converting U.S.
domestic corporation at the end of the day immediapreceding the effective date of the merger @iy
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Brothers, Inc. undertaken pursuant to the Reorgéiniz under a tax-deferred reorganization undereC8elction
368(a). The Company should not recognize any gaioss as a result of the Merger.

The Company anticipates that it will experienceuanber of significant and complicated U.S. federglime tax
consequences as a result of being treated as albh&stic corporation for U.S. federal income tarppses, and
this summary does not attempt to describe all £1&h federal income tax consequences. Section @Bie Code
and the Treasury Regulations promulgated thereudderot address all the possible tax consequehedsatise
from the Company being treated as a U.S. domestjwocation for U.S. federal income tax purposescakdingly,
there may be additional or unforeseen U.S. fedecaime tax consequences to the Company that ardismissed
in this summary.

Generally, the Company will be subject to U.S. fatlencome tax on its worldwide taxable income éwetiess of
whether such income is “U.S. source” or “foreignuree”) and will be required to file a U.S. fedenatome tax
return annually with the IRS. The Company antiegathat it will also be subject to tax in Canadés unclear how
the foreign tax credit rules under the Code wikkigte in certain circumstances, given the treatmktite Company
as a U.S. domestic corporation for U.S. federabiime tax purposes and the taxation of the Comparaimada.
Accordingly, it is possible that the Company wilt Bubject to double taxation with respect to alpart of its
taxable income. It is anticipated that such U.2l @anadian tax treatment will continue indefinitalyd that the
Shares will be treated indefinitely as shares l0.8. domestic corporation for U.S. federal income purposes,
notwithstanding future transfers. The remaindahaf summary assumes that the Company will beedeas a U.S.
domestic corporation for U.S. federal income taxppses. If, pursuant to a change in law or otherwg&ection
7874(b) of the Code no longer applied to treatGbenpany as a U.S. domestic corporation, the Udréd income
tax consequences to holders of Common Shares vimulthaterially different than as described belowd anch
differences could be adverse to certain holdefSarfimon Shares. Because the Company will be trestedU.S.
domestic corporation for all purposes of the Cdlde,Company will not be treated as a “passive goréivestment
company,” as such rules apply only to non-U.S. cmaions for U.S. federal income tax purposes. doee,

because the Company’s shares will be treated asssloh a U.S. domestic corporation, the U.S. gifttate and
generation-skipping transfer tax rules generallglyapo a non-U.S. holder of the Common Shares.

Tax Considerations for U.S. Holders
Distributions

As discussed above in the section entitlBividends or Distribution$ the Company does not anticipate declaring
or paying dividends to holders of Common Sharethénforeseeable future. However, if the Companyddscto
make any such distributions, such distributiondhwitspect to Common Shares will be taxable as einddncome
when paid to the extent of the Company’s currergamumulated earnings and profits as determined 8r federal
income tax purposes. To the extent that the amwmfumtdistribution with respect to the Company’s @aom Shares
exceeds its current and accumulated earnings arfispsuch distribution will be treated first asax-free return of
capital to the extent of the U.S. Holder’s adjudi®d basis in the Common Shares, and thereaftarcapital gain
which will be a long-term capital gain if the Ul3older has held such stock at the time of the ibistion for more
than one year. Distributions on the Company’s Comi8bares constituting dividend income paid to W8lders
that are U.S. corporations may qualify for the diénds received deduction, subject to various ltoits.
Distributions on Company’s Common Shares constigutividend income paid to U.S. Holders that adsviduals
may qualify for the reduced rates applicable tdifjed dividend income.

Sale or Redemption

A U.S. Holder will generally recognize capital gainloss on a sale, exchange, redemption (otherdahr@demption
that is treated as a distribution) or other disfimsiof the Company’s Common Shares equal to tliierdnce

between the amount realized upon the dispositiarntlam U.S. Holder’'s adjusted tax basis in the shaoedisposed.
Such capital gain or loss will be a long-term calpgfain or loss if the U.S. Holder’s holding perifmdt the shares
disposed of exceeds one year at the time of disposiLong-term capital gains of non-corporate taygrs are
generally taxed at a lower maximum marginal tae thian the maximum marginal tax rate applicablertbnary

income. The deductibility of net capital lossesfmjividuals and corporations is subject to limiats.
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Foreign Tax Credit Limitations

Because it is anticipated that the Company willsbeject to tax both as a U.S. domestic corporatioth as a
Canadian corporation, a U.S. Holder may pay, thmowghholding, Canadian tax, as well as U.S. federeome

tax, with respect to dividends paid on its ShaFes.U.S. federal income tax purposes, a U.S. Haldgy elect for
any taxable year to receive either a credit or@dudgon for all foreign income taxes paid by thédeo during the
year. Complex limitations apply to the foreign tardit, including a general limitation that the ditecannot exceed
the proportionate share of a taxpayer's U.S. fddacme tax that the taxpayer’'s foreign sourceaktds income
bears to the taxpayer’s worldwide taxable incomeapplying this limitation, items of income and detion must
be classified, under complex rules, as either foresource or U.S. source. The status of the Company U.S.
domestic corporation for U.S. federal income tarppses will cause dividends paid by the Compantyetdreated
as U.S. source rather than foreign source forpthipose. As a result, a foreign tax credit may feevailable for any
Canadian tax paid on dividends received from thengany. Similarly, to the extent a sale or dispositof the

Shares by a U.S. Holder results in Canadian taxalgayby the U.S. Holder (for example, because thares

constitute taxable Canadian property within the mma of the Tax Act), a U.S. foreign tax credit mhg

unavailable to the U.S. Holder for such Canadian ltaeach case, however, the U.S. Holder shouldhbe to take
a deduction for the U.S. Holder's Canadian tax ppidvided that the U.S. Holder has not electedrédlit other
foreign taxes during the same taxable year. Theidartax credit rules are complex, and each U.Sdétcshould

consult its own tax advisor regarding these rules.

Foreign Currency

The amount of any distribution paid to a U.S. Holaeforeign currency, or the amount of proceedsl jpaforeign
currency on the sale, exchange or other taxabposiison of Shares, generally will be equal to th8. dollar value
of such foreign currency based on the exchangeaticable on the date of receipt (regardless leéther such
foreign currency is converted into U.S. dollarstet time). A U.S. Holder will have a basis in floeeign currency
equal to its U.S. dollar value on the date of neiceAny U.S. Holder who converts or otherwise digm of the
foreign currency after the date of receipt may hav¥ereign currency exchange gain or loss that dvbel treated as
ordinary income or loss, and generally will be UsBurce income or loss for foreign tax credit pwgs Different
rules apply to U.S. Holders who use the accruahoebdf tax accounting. Each U.S. Holder should atins own
U.S. tax advisors.

Information Reporting and Backup Withholding

Information returns will be filed with the IRS irornection with payments of dividends and the prds€feom a
sale or other disposition of Common Shares payablke U.S. Holder that is not an exempt recipienthsas a
corporation. Certain U.S. Holders may be subjettatckup withholding with respect to the paymendiefdends on
the Common Shares and to certain payments of pleca® the sale or redemption of Common Shares sislash
U.S. Holders provide proof of an applicable exemptdr a correct taxpayer identification number, atfierwise
comply with applicable requirements of the backugnkolding rules.

Any amount withheld under the backup withholdintesufrom a payment to a U.S. Holder is allowabla asedit
against such U.S. Holder’'s U.S. federal income which may entitle the U.S. Holder to a refund,yided that the
U.S. Holder timely provides the required informatio the IRS. Moreover, certain penalties may hgosed by the
IRS on a U.S. Holder who is required to furnistomfiation but does not do so in the proper manne3. Holders
should consult their tax advisors regarding theliegfion of backup withholding in their particulaircumstances
and the availability of and procedure for obtainargexemption from backup withholding under currérgasury
Regulations.

Non-U.S. Holders

The discussion in this section is addressed to étselaf the Company’s Common Shares that are “N@&-U.
Holders” that do not hold Common Shares in cononeatiith the conduct of a trade or business in thidd States.
For purposes of this discussion, a “Non-U.S. Hdlderany beneficial owner of the Company’s Commdrai®s
that is neither a “U.S. Holder” nor an entity tesdis a partnership for U.S. federal income tapqaes.
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Distributions

Generally, distributions treated as dividends ascidieed above under “U.S. Holders — Distributiomsiid to a
Non-U.S. Holder of the Company’s Common Shares lvélsubject to U.S. federal withholding tax at t@ & 30%
of the gross amount of the dividends (or such lonagz specified by an applicable income tax treptgyided the
Non-U.S. Holder furnishes a valid IRS Form W-8BEN/-8BEN-E, or other applicable documentation, ifgrtg
qualification for the lower treaty rate). A Non-U.8older that does not timely furnish the requitetumentation
for a reduced treaty rate, but that qualifies faeduced treaty rate, may obtain a refund of arpegx amounts
withheld by timely filing an appropriate claim foefund with the IRS. Non-U.S. Holders should cohsugir tax
advisors regarding their entitlement to benefitdarrany applicable income tax treaty.

Sale or Redemption

Subject to the discussions below unddph-U.S. Holders — Information Reporting and BackMiphholding and
“Non-U.S. Holders — Additional Withholding Tax ornyReents Made to Foreign Accouhta Non-U.S. Holder will
not be subject to U.S. federal income tax on any gealized upon the sale or other taxable disjposiof the
Company’s Common Shares unless:

» the Non-U.S. Holder is a non-resident alien indinaibdpresent in the United States for 183 days aremo
during the taxable year of the disposition andaierbther requirements are met; or

e« Common Shares constitutes a U.S. real propertyeistteor USRPI, by reason of Company’s status as a
U.S. real property holding corporation, or USRPHE,U.S. federal income tax purposes.

Gain described in the first bullet point above vi# subject to U.S. federal income tax at a rat808% (or such
lower rate specified by an applicable income taaty), which may be offset by U.S. source capiakés of the
Non-U.S. Holder (even though the individual is nohsidered a resident of the United States), peavithe Non-
U.S. Holder has timely filed U.S. federal income taturns with respect to such losses.

With respect to the second bullet point above, Gaenpany believes it currently is not, and does amicipate
becoming, a USRPHC. Because the determination efiveln the Company is a USRPHC depends, howeveheon
fair market value of Company’s USRPIs relativehe fair market value of the Company’s non-U.S. praperty
interests and other business assets, there cao assnrance the Company currently is not a USRPH@lbnot
become one in the future. Even if the Company iwene to become a USRPHC, gain arising from the sabther
taxable disposition by a Non-U.S. Holder of the @amy’s Common Shares will not be subject to U.8efal
income tax if the Common Shares are “regularly dchtl as defined by applicable Treasury Regulati@ms.an
established securities market, and such Non-U.3dddmwned, actually and constructively, 5% or le$she
Common Shares throughout the shorter of the fiva-ymeriod ending on the date of the sale or othralile
disposition or the Non-U.S. Holder’s holding period

Non-U.S. Holders should consult their tax advis@garding potentially applicable income tax treatieat may
provide for different rules.

Information Reporting and Backup Withholding

Payments of dividends on the Company’s Common Shailenot be subject to backup withholding, prositithe
applicable withholding agent does not have actnaltedge or reason to know the holder is a UnitedeS person
and the holder either certifies its non-U.S. stasugh as by furnishing a valid IRS Form W-8BENV&8BEN-E,
or otherwise establishes an exemption. Howevegrimdtion returns are required to be filed with RS in
connection with any dividends on the Company’s Camn$hares paid to the Non-U.S. Holder, regardldss o
whether any tax was actually withheld. In additigmmpceeds of the sale or other taxable dispositibrihe
Company’s Common Shares within the United Statesooducted through certain U.S.-related brokereiggly
will not be subject to backup withholding or infaation reporting, if the applicable withholding ageeceives the
certification described above and does not haveahg&nowledge or reason to know that such holder United
States person, or the holder otherwise establiagheexemption. Proceeds of a disposition of Commbares
conducted through a non-U.S. office of a non-U18kér generally will not be subject to backup witlding or
information reporting.
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Copies of information returns that are filed witletlRS may also be made available under the pomssof an
applicable treaty or agreement to the tax autlearitf the country in which the Non-U.S. Holder desi or is
established.

Backup withholding is not an additional tax. Any @mts withheld under the backup withholding rulesynbe
allowed as a refund or a credit against a Non-H&der’s U.S. federal income tax liability, providi¢he required
information is timely furnished to the IRS.

Additional Withholding Tax on Payments Made to kgneAccounts

Withholding taxes may be imposed under Sectiond 1471474 of the Code (such Sections commonly medeto
as the Foreign Account Tax Compliance Act, 6#ATCA"), on certain types of payments made to non-U.S.
financial institutions and certain other non-U.8titees. Specifically, a 30% withholding tax may lmposed on
dividends on, or gross proceeds from the sale loeradisposition of, the Company’s Common Shared paia
“foreign financial institution” or a “non-financidbreign entity” (each as defined in the Code)gsal(1) the foreign
financial institution undertakes certain diligerao®d reporting obligations, (2) the non-financialeign entity either
certifies it does not have any “substantial Unif&tdtes owners”, as defined in the Code, or fursistentifying
information regarding each substantial United Stawener, or (3) the foreign financial institution mon-financial
foreign entity otherwise qualifies for an exemptfoom these rules. If the payee is a foreign finaniostitution and
is subject to the diligence and reporting requinetsén (1) above, it must enter into an agreematit the U.S.
Department of the Treasury requiring, among othergs, that it undertake to identify accounts hieydcertain
“specified United States persons” or “United Stadesed foreign entities” (each as defined in thel®pannually
report certain information about such accounts, witdhold 30% on certain payments to non-compliimeign
financial institutions and certain other accountdhos. Foreign financial institutions located inmigdictions that
have an intergovernmental agreement with the UrStates governing FATCA may be subject to differeres.

Under the applicable Treasury Regulations and a@trétive guidance, withholding under FATCA genbral
applies to payments of dividends on the Compangsi@on Shares, and will apply to payments of groesgeds
from the sale or other disposition of such stoclooafter January 1, 2019.

Prospective investors should consult their tax sahg regarding the potential application of witldod under
FATCA to their investment in Common Shares.
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CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of DLA Piper (Canada) LLP, counselthe Company, and Stikeman Elliott LLP, counsethe
Underwriters, the following is a general summary,ofthe date hereof, of the principal Canadiarerfedincome
tax considerations under the Tax Act generally igpple to a shareholder who acquires Common Shpanessiant
to the Offering and who at all relevant times, farposes of the Tax Act holds the Common Sharesapsal
property and deals at arm’s length with the Compant/the Underwriters and is not affiliated witle @ompany or
the Underwriters (aMolder”). Generally, the Common Shares will be considerede capital property to a Holder
unless they are held or acquired in the coursau§ing on a business of trading in or dealingdowsities or as part
of an adventure or concern in the nature of trade.

This summary is based on the facts set out ingtospectus, the current provisions of the Tax Awtl¢ding the
regulations thereunder), all specific proposalateend the Tax Act publicly announced by or on Hebglkhe
Minister of Finance (Canada) Téx Proposal$) before the date of this prospectus, the currpublished
administrative policies and assessing practiceth®@fCanada Revenue Agency and the Canada-Unitéeks Stax
Convention (1980), as amended (tAeeaty”). No assurance can be made that the Tax Propadlhlse enacted in
the form proposed or at all. This summary is nohamstive of all possible Canadian federal income ta
considerations and, except as mentioned above, mmtetake into account or anticipate any changekn or
administrative policy or assessing practice, whelhyelegislative, regulatory, administrative or ijcidl decision or
action, nor does it take into account provincialfareign income tax legislation or considerationkjch may differ
significantly from the Canadian federal income taxsiderations discussed herein.

This summary is of a general nature only and is nointended to be, nor should it be construed to béegal or
tax advice to any particular Holder of a Common Shee, and no representation concerning the tax
consequences to any particular Holder or prospect& Holder are made. This summary does not addresseh
deductibility of interest on any funds borrowed by a Holder to purchase Common Shares. Accordingly,
prospective Holders of Common Shares should consuheir own tax advisors with respect to an investma
in the Common Shares having regard to their particlar circumstances.

Holders Resident in Canada

This portion of the summary applies to a Holder wioo purposes of the Tax Act and at all relevames, is or is
deemed to be a resident of Canada Resident Holder’). Resident Holders whose Common Shares do not
otherwise qualify as capital property may in certaircumstances make an irrevocable election ioraeance with
subsection 39(4) of the Tax Act to have their Comr8bares and every other “Canadian security” (setkin the
Tax Act) owned by such Resident Holder in the taxayear of the election and in all subsequentttiarayears
deemed to be capital property. Resident Holderslldhtonsult their own tax advisors with respectmeether the
election is available and advisable in their paféic circumstances.

This summary is not applicable to: (a) a Residenider that is a “financial institution”, as defingudthe Tax Act
for purposes of the mark-to-market rules, (b) aidReg Holder an interest in which would be a “tehelter
investment” as defined in the Tax Act, (c) a Residdolder that is a “specified financial institutibas defined in
the Tax Act, or (d) a Resident Holder which has enad election under the Tax Act to determine itedCigan tax
results in a foreign currency. This summary dodsapply to a Resident Holder who has entered dresiler into a
“derivative forward agreement” under the Tax Acthwiespect to Common Shares. This summary doeaduess
the possible application of the “foreign affilialamping” rules that may be applicable to a Resittoiter that is a
corporation resident in Canada (for the purposabefTax Act) and is, or becomes, or does not a@eatm’s length
with a corporation resident in Canada that is, hat tbecomes as part of a transaction or event ressef
transactions or events that includes the acquisiifothe Common Shares, controlled by a non-residemoration
for purposes of the rules in section 212.3 of th& Act. Any such Resident Holder to which this suemyndoes not
apply should consult its own tax advisor with redye the tax consequences of the Offering.

Dividends on Common Shares

In the case of a Resident Holder who is an indi@iddividends received or deemed to be receivethertCommon
Shares will be included in computing the Resideoldir's income and will be subject to the grossand dividend
tax credit rules that apply to taxable dividendsereed from taxable Canadian corporations. Provitieat
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appropriate designations are made by the Companyysich dividend will be treated as an “eligiblgidend” for
the purposes of the Tax Act and a Resident Holder i an individual will be entitled to an enhanciddend tax
credit in respect of such dividend. There may batditions on the Company’s ability to designateidéinds and
deemed dividends as eligible dividends.

Dividends received or deemed to be received orCtiramon Shares by a Resident Holder that is a catiparwill
be required to be included in computing the corang income for the taxation year in which sudhidends are
received, but such dividends will generally be dzithle in computing the corporation’s taxable in@rin certain
circumstances, subsection 55(2) of the Tax Act tnélat a taxable dividend received by a Residentéichat is a
corporation as proceeds of disposition or a cagiéh. Resident Holders that are corporations shoahsult their
own tax advisors having regard to their own circtameses.

A Resident Holder that is a “private corporatiom”ad“subject corporation” (each as defined in tlaex Act) may be
liable under Part IV of the Tax Act to pay a refabté tax on dividends received or deemed to bewed®n the
Common Shares to the extent that such dividenddedactible in computing the Resident Holder’s tdgancome
for the taxation year.

Dividends received by a Resident Holder who isratividual (including certain trusts) may resultsinch Resident
Holder being liable for minimum tax under the TagtAResident Holders who are individuals shouldscdirtheir
own tax advisors in this regard.

A Resident Holder may be subject to United Statikhelding tax on dividends received on the Comrtwares
(see Certain United States Tax ConsideratinsAny United States withholding tax paid by or behalf of a
Resident Holder in respect of dividends receivedhenCommon Shares by a Resident Holder may biblelifpr

foreign tax credit or deduction treatment whereliapple under the Tax Act. Generally, a foreign tardit in

respect of a tax paid to a particular foreign couig limited to the Canadian tax otherwise payahleespect of
income sourced in that country. Dividends receiwedhe Common Shares by a Resident Holder mayentehated
as income sourced in the United States for theggopas. Resident Holders should consult their axratlvisors
with respect to the availability of any foreign tesedits or deductions under the Tax Act in respéeny United
States withholding tax applicable to dividends lee €Common Shares.

Dispositions of Common Shares

Upon a disposition or deemed disposition of Comi8bares, a capital gain (or loss) will generallyéaized by a
Resident Holder to the extent that the proceedlisposition are greater (or less) than the aggeegfthe adjusted
cost base of the Common Shares to the ResideneHinionediately before the disposition and any reabte costs
of disposition. The adjusted cost base of a ComBiaare to a Resident Holder will be determined icoegance
with the Tax Act by averaging the cost to the RessidHolder of a Common Share with the adjusted lsasé of all
other Common Shares held by the Resident Holdeapsal property. Such capital gain (or capitakjowill be
subject to the treatment described below undéolders Resident in Canada - Taxation of CapitalifSaand
Capital Losses

Taxation of Capital Gains and Capital Losses

One-half of a capital gain (ddxable capital gairf) must be included in a Resident Holder’s inco@ee-half of a
capital loss (andllowable capital los8) will generally be deductible by a Resident Haldgainst taxable capital
gains realized in that year and allowable capidssés in excess of taxable capital gains for the yay be carried
back and deducted in any of the three precedingtitax years or in any subsequent year (againsbkavaapital
gains realized in such years) to the extent ancewutite circumstances described in the Tax Acthdf Resident
Holder is a corporation, any such capital lossizedlon the sale of shares may in certain circumests be reduced
by the amount of any dividends, including deemeddéinds, which have been received on such sharedogous
rules apply to a partnership or certain trusts bictv a corporation is a member or beneficiary. Déxaapital gains
realized by a Resident Holder who is an individoegly give rise to alternative minimum tax dependimgthe
Resident Holder’s circumstances. A “Canadian-cdietioprivate corporation” (as defined in the TaxtAmay be
liable to pay a refundable tax on certain investnigeome, including an amount in respect of a téxahpital gain
arising from the disposition of a Common Share.
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A Resident Holder may be subject to United Staagh a gain realized on the disposition of a Comi®bare (see
“Certain United States Tax ConsideratindJnited States tax, if any, levied on any gadalized on a disposition
of a Common Share may be eligible for a foreign ¢taedit under the Tax Act to the extent and under t
circumstances described in the Tax Act. Generalfpreign tax credit in respect of a tax paid {magticular foreign
country is limited to the Canadian tax otherwisggide in respect of income sourced in that cour@ains realized
on the disposition of a Common Share by a Resitietder may not be treated as income sourced irUthited
States for these purposes. Resident Holders sleoulsllt their own tax advisors with respect todkailability of a
foreign tax credit, having regard to their own atar circumstances.

Non-Resident Holders

This section of the summary applies to a Holder vibothe purposes of the Tax Act and any applieafstome tax
treaty or convention, and at all relevant times)af and is not deemed to be, resident in Caratthdoes not use
or hold, and is not deemed to use or hold, the Com8hares in the course of carrying on a busime€anada (a
“Non-Resident Holder). This section does not apply to an insurer whoies on an insurance business in Canada
and elsewhere. Such Non-Resident Holders shoulsluttaineir own tax advisors.

Dividends on Common Shares

Dividends paid or credited or deemed to be paidredited to a Non-Resident Holder on the Commomne&hwaiill
be subject to Canadian withholding tax. The Tax ikgioses withholding tax at a rate of 25% on thesgramount
of the dividend, although such rate may be redumedirtue of an applicable tax treaty. For exampieder the
Treaty, where dividends on the Common Shares amsidered to be paid to a Non-Resident Holder thahé
beneficial owner of the dividends and is a U.Sidesst for the purposes of, and is entitled to &llhe benefits of,
the Treaty, the applicable rate of Canadian witlimgl tax is generally reduced to 15%. The Compaiily be
required to withhold the applicable withholding ta@am any dividend and remit it to the Canadianeyowent for
the Non-Resident Holder’s account.

Dispositions of Common Shares

A Non-Resident Holder who disposes of or is deetoeldave disposed of a Common Share will not beesiitip
income tax under the Tax Act unless the Common &tsaror is deemed to be, “taxable Canadian prgpéas
defined in the Tax Act) of the Non-Resident Holdétthe time of disposition and the Non-Residentddplis not
entitled to relief under an applicable income taaty or convention between Canada and the cooftrgsidence
of the Non-Resident Holder.

Generally, provided that the Common Shares ariedtime of disposition, listed on a “designatestktexchange”
(which currently includes the CSE), the Common Ssawill not constitute taxable Canadian propertyadfion-
Resident Holder unless, at any time during the @@t period immediately preceding the dispositioa following
two conditions were met: (i) 25% or more of thauess Common Shares of any class or series of thakafock of
the Company were owned by one or any combinatiofapthe Non-Resident Holder, (b) persons with whbm
Non-Resident Holder did not deal at arm’s lengtr (he purposes of the Tax Act), and (c) partnessim which
the Non-Resident Holder or a person described)itnglds a membership interest directly or indingthirough one
or more partnerships; and (ii) more than 50% offttiemarket value of the Common Shares was deyidedctly
or indirectly, from one or any combination of: (@al or immovable property situated in Canada,hjpadian
resource property (as defined in the Tax Act)tifoper resource property (as defined in the Tax¥ Act(d) options
in respect of, or interests in any of, the foregoproperty, whether or not such property existsniResident
Holders for whom the Common Shares are, or mayé@ble Canadian property should consult their ¢avn
advisors.

In the event that a Common Share constitutes tax@aahadian property of a Non-Resident Holder anydcapital
gain that would be realized on the disposition ébéris not exempt from tax under the Tax Act punrsua an
applicable income tax treaty or convention, theome tax consequences discussed above for Residddérs!
under “Dispositions of Common Shares” will genegralpply to the Non-Resident Holder. Non-Residentders
should consult their own tax advisor in this regard

- 116 -



RISK FACTORS

References to the Company are presented on the diatie risks applicable to the Company and SBa agole
after completion of the Offering unless otherwitsed.

In addition to all other information set out ingtprospectus, the following information describedain significant
risks and uncertainties inherent in the Companysiness and the Offering. Prospective investorsidhake these
risks into account in evaluating the Company andeaiding whether to purchase Common Shares. @ier and
uncertainties that the Company does not preseatigider to be material, or of which the Compangaspresently
aware, may become important factors that affectGbmpany’s financial condition and results of opierss. The
occurrence of any of these risks discussed belowdcmaterially adversely affect the Company’s bass)
prospects, financial condition, results of operagior cash flow.

An investment in the Common Shares is highly sptud and involves a high degree of risk. Beforekimg any
investment decision, prospective investors shoatefally consider all the information containedtiis document
including, in particular, the risk factors descddzelow.

Risks Related to the Regulatory Environment

Changes to State Laws Pertaining to Industrial Hemp

As of the date hereof, forty states have authoriretlistrial Hemp programs pursuant to the 2014 FBiin

Continued development of the Industrial Hemp industill be dependent upon new legislative authdiora of

Industrial Hemp at the state level, and further raneent or supplementation of legislation at theefatllevel. Any
number of events or occurrences could slow or fmalgress all together in this space. While progreisisin the

Industrial Hemp industry is currently encouragiggowth is not assured. While there appears to hgleapublic

support for favorable legislative action at thetestand federal levels, numerous factors may impactegatively
affect the legislative process(es) within the vasictates the Company has business interests ynoda of these
factors could slow or halt use of Industrial HempGBD, which would negatively impact the Companlyissiness
or growth, including possibly causing us to disomm operations as a whole.

Changes to Federal Laws Pertaining to Industrighpie

Both the 2014 Farm Bill and the Omnibus Appropoiasi Law expire on September 30, 2018. There isuaoagtee
that such legislation will be renewed or that anghsrenewal will occur on favorable terms. Shotle Company
lose any of the protections currently afforded hbthex or both the 2014 Farm Bill and/or the Omnibus
Appropriations Law, such would have a material aswesffect on the Company’s business, financiaditimm and
results of operations.

Risks Associated with Numerous Laws and Regulations

The production, labeling and distribution of theogucts that the Company distributes are regulaieddnious
federal, state and local agencies. These goveraauathorities may commence regulatory or legateealings,
which could restrict the permissible scope of tlemPany’s product claims or the ability to sellpi®ducts in the
future. The FDA regulates the Company’s productsnsure that the products are not adulterated slramided.

The Company is subject to regulation by the DEA atiter agencies as a result of the manufacturesaledof its
CBD products. The shifting compliance environmemd she need to build and maintain robust systentotoply

with different regulations in multiple jurisdictisnincreases the possibility that the Company majaté one or
more of the requirements. If the Company’s openatiare found to be in violation of any of such lawsny other
governmental regulations, the Company may be stitjgeenalties, including, without limitation, civdnd criminal
penalties, damages, fines, the curtailment or uestring of the Company’'s operations, any of whiduld

adversely affect the Company’s business and fishnesults.

Failure to comply with FDA requirements may resalt among other things, injunctions, product withaals,
recalls, product seizures, fines and criminal prasens. The Company’s advertising is subject gulation by the
Federal Trade CommissionHTC") under theFederal Trade Commission Aas well as subject to regulation by the
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FDA under the DSHEA. In recent years, the FTC Imétsated numerous investigations of dietary anditiobhal
supplement products and companies based on allededeptive or misleading claims. At any point,aeoément
strategies of a given agency can change as a edsather litigation in the space or changes irntall landscapes,
and could result in increased enforcement effontkjch would materially impact the Company’s busies
Additionally, some states also permit advertising &abeling laws to be enforced by state attorrayegals, who
may seek relief for consumers, class action cestifons, class wide damages and product recalgaafucts sold
by the Company. Private litigations may also seeliefr for consumers, class action certificationss wide
damages and product recalls of products sold byCtrapany. Any actions against the Company by gowental
authorities or private litigants could have a miatesidverse effect on the Company’s business, @iigduzondition
and results of operations.

International Regulatory Risks

The Company intends to expand internationally. Assalt, it will become subject to the laws andutagions of the
foreign jurisdictions in which it operates or imoor exports products or materials. In addititve, Company may
avail itself of proposed legislative changes intaierjurisdictions to expand its product portfolishich expansion
may include business and regulatory compliances skyet undetermined. Failure by the Company taptp with
evolving regulatory framework in any jurisdictionuwdd have a material adverse effect on the Comgalmysiness,
financial condition and results of operations.

Uncertainty Caused by Potential Changes to Reguyléiamework

There is substantial uncertainty and different rimtetations among federal, state and local reguyladgencies,
legislators, academics and businesses as to thartettipn of derivatives from exempted portions e Cannabis
plant and the scope of 2014 Farm Bill-compliant pgmograms relative to the CSA, the 2014 Farm &ildl the

emerging regulation of cannabinoids. These diffeigrinions include, but are not limited to, the ulkagion of

cannabinoids by the DEA and or the FDA and theréxte which manufacturers of products containinganted

raw materials and/or 2014 Farm Bill-compliant otdtors and processors may engage in interstate eocemrhe
uncertainties cannot be resolved without furthelefal, and perhaps even state-level, legislatiegulation or a
definitive judicial interpretation of existing leggation and rules. If these uncertainties contiribey may have an
adverse effect upon the introduction of the Comf{mpgoducts in different markets.

NDI Objection by FDA

There is substantial uncertainty and differentriptetations among state and federal regulatory@eenlegislators,
academics and businesses as to whether cannabimaidpresent in the food supply and marketed poi@ctober
15, 1994, or whether such inclusion of cannabin@dstherwise approved by the FDA as dietary inignets. In

addition, there is substantial uncertainty andedéht interpretations as to whether cannabinoig$wgrdefinition an
impermissible adulterant due to marijuana beingmtrolled substance under the CSA. The uncertainég@not be
resolved without further federal legislation, regfidn or a definitive judicial interpretation of isting legislation

and rules. A determination that hemp products doimg cannabinoids were not present in the foodpbup
marketed prior to October 15, 1994, are not othervaermissible for use as a dietary ingredientr@radulterants
would have a materially adverse effect upon the @amg and its business. The Company could be retjtire
submit a New Dietary IngredientN'DI”) notification to the FDA with respect to hemp edts. If FDA objects to
the Company’s NDI natification, this would have atarially adverse effect upon the Company andutsress.

FDA Interpretation of IND Preclusion

The FDA has taken the position that CBD cannot laekated as a dietary supplement because it hastheen
subject of investigation as a new drug (previoudéfined as “IND Preclusion”). There is evidencet taNV
Pharmaceuticals plc received authorization fofNiS related to CBD in 2006. It is the FDA's integpation of the
IND Preclusion that the preclusion date is the diatevhich it authorized the drug for investigatiorhe FDA has
asserted its IND Preclusion position in a Warnirgftér to the Company. The Company responded to\duing
Letter with its position that CBD was marketed indeetary supplement or food prior to substantiahicél
investigations being instituted and being made ipulfl the FDA were to enforce the IND Preclusioasbd on its
interpretation of the legislation, this would m##ly and adversely impact the Company’s business fanancial
condition.
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Requlatory Approval and Permits

The Company may be required to obtain and mairtaitain permits, licenses and approvals in thesgictions
where its products are licensed. There can be surasce that the Company will be able to obtaimaintain any
necessary licenses, permits or approvals. MoredkerCompany and/or third-party suppliers of CBDnpeoil
products could be required to obtain a CSA perwtiich would likely not be a feasible option foraitproducts.
Any material delay or inability to receive thesenits is likely to delay and/or inhibit the Compangiility to
conduct its business, and would have an adversetefh its business, financial condition and resoftoperations.

DEA Jurisdiction Over Hemp Extracts or CBD

DEA representatives have taken the position thdd @Bsubject to the CSA and classified as a coetiddubstance
thereunder. While the Company cannot be certathebasis of such position, given that compliandé the 2014
Farm Bill exempts a pilot project participant frahe purview of the CSA and the FDCA, the Comparspsats the
DEA is either concerned that industry CBD produatsl/or the Company’s products are not in fact Itrials
Hemp-based, or that the 2014 Farm Bill does nolyagpbroadly as the Company believes. If the D&les action
against the Company or the CBD industry, this ccwdgle a material adverse effect on the Companysinbss,
financial condition and results of operations inihg the cessation of operations entirely.

Environmental, Health and Safety Laws

The Company is subject to environmental, health safdty laws and regulations in each jurisdictiorwhich the
Company operates. Such regulations govern, amdrey things, emissions of pollutants into the aiastewater
discharges, waste disposal, the investigation amdiation of soil and groundwater contaminatiavy the health
and safety of the Company’s employees. For exantide Company’s products and the raw materials usets

production processes are subject to numerous emagntal laws and regulations. The Company may tpained to
obtain environmental permits from governmental arities for certain of its current or proposed @iens. The
Company may not have been, nor may it be able tatlad times, in full compliance with such lawsgulations
and permits. If the Company violates or fails tonply with these laws, regulations or permits, trempany could
be fined or otherwise sanctioned by regulators.

As with other companies engaged in similar acgsgitor that own or operate real property, the Comgdaoes
inherent risks of environmental liability at itsroent and historical production sites. Certain emvinental laws
impose strict and, in certain circumstances, jaimd several liability on current or previous ownersoperators of
real property for the cost of the investigationnozal or remediation of hazardous substances dsawéhbility for

related damages to natural resources. In additie,Company may discover new facts or conditiorsg thay
change its expectations or be faced with changesvironmental laws or their enforcement that wdokdease its
liabilities. Furthermore, its costs of complyingtiwcurrent and future environmental and health safdty laws, or
the Company'’s liabilities arising from past or fidureleases of, or exposure to, regulated matenzdy have a
material adverse effect on its business, finarmatition and results of operations.

Anti-money Laundering Laws and Reqgulations

The Company is subject to a variety of laws andil@gns domestically and in the United States thablve

money laundering, financial recordkeeping and pedseof crime, including the U.Surrency and Foreign
Transactions Reporting Act of 1976ommonly known as the Bank Secrecy Act), as amerd; Title Il of the
Uniting and Strengthening America by Providing Agmtate Tools Required to Intercept and Obstruatrdrism

Act of 2001 (USA PATRIOT Act), theProceeds of Crime (Money Laundering) and TerroRgtancing Act
(Canada), as amended and the rules and regulatiensunder, and any related or similar rules, wggris or
guidelines, issued, administered or enforced by guwental authorities in the United States and Gana

In February 2014, the Financial Crimes Enforceniéstwork (“FCEN”) of the U.S. Department of the Treasury
issued a memorandum providing instructions to bameking to provide services to marijuana relatesinesses
(the “FCEN Memo”). The FCEN Memo states that in some circumstanitesay not be appropriate to prosecute
banks that provide services to marijuana-relatesinesses for violations of federal money laundelangs. It refers
to supplementary guidance that Deputy Attorney @GaEn€ole issued to federal prosecutors relatingthie
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prosecution of money laundering offenses predicatedannabis-related violations of the CSA. Itiglear at this
time whether the current administration will follate guidelines of the FCEN Memo.

If any of the Company’s investments, or any prosetrgbreof, any dividends or distributions therefram any
profits or revenues accruing from such investmémtthe United States were found to be in violatafnmoney
laundering legislation or otherwise, such transagimay be viewed as proceeds of crime under on@og of the
statutes noted above or any other applicable kgsl. This could restrict or otherwise jeopardize ability of the
Company to declare or pay dividends, effect othstridutions or subsequently repatriate such fubhdsk to
Canada. Furthermore, while the Company has no muin¢éention to declare or pay dividends on its Quon
Shares in the foreseeable future, the Company reeidel or be required to suspend declaring or pagividends
without advance notice and for an indefinite perdédime.

Denial of Deductibility of Certain Expenses

The Company may incur significant tax liabilitiesthe IRS continues to determine that certain espenof
businesses working with the cannabis plant argpannitted tax deductions under section 280E ofXbde.

Section 280E of the Code prohibits businesses fowducting certain expenses associated with trafiick
controlled substances (within the meaning of Scleetland 1l of the CSA). The IRS has invoked Satt®80E in

tax audits against various cannabis businessd®itiS. that are permitted under applicable states.| Although

the IRS issued a clarification allowing the deduectof certain expenses, the scope of such iteiméepreted very
narrowly, and the bulk of operating costs and ganedministrative costs are not permitted to beudttl. While

there are currently several pending cases befor®ug administrative and federal courts challengthgse

restrictions, there is no guarantee that thesetzouill issue an interpretation of Section 280Edi@ble to cannabis
businesses.

Liability for Actions of Employees, Contractors a@Bdnsultants

The Company could be liable for fraudulent or ilegctivity by its employees, contractors and cttasts resulting
in significant financial losses to claims agaitg Company.

The Company is exposed to the risk that its em@sy@dependent contractors and consultants maggeni

fraudulent or other illegal activity. Misconduct byese parties could include intentional, reckkssd/or negligent
conduct or disclosure of unauthorized activitiestte Company that violates: (i) government regatadj (ii)

manufacturing standards; (iii) U.S. federal fraud @buse laws and regulations; or (iv) laws thqtire the true,
complete and accurate reporting of financial infation or data. It is not always possible for thempany to
identify and deter misconduct by its employees athér third parties, and the precautions takerhbyQompany to
detect and prevent this activity may not be effextin controlling unknown or unmanaged risks orséssor in
protecting the Company from governmental invesitgest or other actions or lawsuits stemming fromaitufe to be
in compliance with such laws or regulations. If auch actions are instituted against the Compamy,itais not
successful in defending itself or asserting ithtsg those actions could have a significant immacits business,
including the imposition of civil, criminal and adimstrative penalties, damages, monetary fines traotual

damages, reputational harm, diminished profits famre earnings, and curtailment of the Companysrations,
any of which could have a material adverse effectree Company’s business, financial condition agsllts of
operations.

Risks Related to the Company’s Business and Industr

Product Viability

If the products the Company sells are not perceteeldave the effects intended by the end usehusiness may
suffer. In general, the Company’s products cont@mp extract and other ingredients which are dladsin the
United States as dietary supplements. Many of tleengany’s products contain innovative ingredients or
combinations of ingredients. There is little lomgr data with respect to efficacy, unknown sideeaf and/or
interaction with individual human biochemistry. Mower, there is little long-term data with respteciefficacy,
unknown side effects and/or its interaction witldiuddual animal biochemistry. As a result, the Camygs
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products could have certain side effects if noetais directed or if taken by an end user thatbeain known or
unknown medical conditions.

Success of Quality Control Systems

The quality and safety of the Company’s productsaitical to the success of its business and ¢ipesa As such,
it is imperative that the Company’s (and its sexvrovider’'s) quality control systems operate dffety and

successfully. Quality control systems can be neghtiimpacted by the design of the quality consgstems, the
quality training program, and adherence by emplsyeequality control guidelines. Although the Compatrives

to ensure that all of its service providers havplémented and adhere to high caliber quality cdrslystems, any
significant failure or deterioration of such qualitontrol systems could have a material adversecefin the
Company’s business and operating results.

Reliance on the Stanley Brothers Brand

The Company’s brand (and those brands associatdd thé Company, such as Charlotte’s Web) is closely
associated with the Stanley brothers. Any act, simisor occurrence which negatively effects theutajpon of or
goodwill associated with the Stanley brothers mayeha commensurate impact on the Company. The Ggmpa
does not control or otherwise exert any meaninigfillience upon any of the Stanley brothers andnwasffective
means of mitigating such risks.

Product Recalls

Manufacturers and distributors of products are dons&s subject to the recall or return of their prod for a

variety of reasons, including product defects, sagltontamination, unintended harmful side effectisiteractions
with other substances, packaging safety and inadedur inaccurate labeling disclosure. If any & @ompany’s
products are recalled due to an alleged produdctiefr for any other reason, the Company couldelogired to

incur the unexpected expense of the recall andesgat proceedings that might arise in connectioti wie recall.

The Company may lose a significant amount of satek may not be able to replace those sales atcaptable
margin or at all. In addition, a product recall ntaguire significant management attention. Redgtiroducts could
lead to adverse publicity, decreased demand fo€tmapany’s products and could have significant t&genal and
brand damage. Although the Company has detailededioes in place for testing its products, them foa no

assurance that any quality, potency or contamingifeblems will be detected in time to avoid unésen product
recalls, regulatory action or lawsuits. A recall fmy of the foregoing reasons could lead to des@aemand for
the Company'’s products and could have a materiadrad effect on the results of operations and @iizcondition

of the Company. Additionally, product recalls maad to increased scrutiny of the Company’s operstioy

regulatory agencies, requiring further managemgenton and potential legal fees and other expense

Product Liability

The Company’s products will be produced for sateatly to end consumers, and therefore there islarent risk
of exposure to product liability claims, regulat@stion and litigation if the products are allegedhave caused loss
or injury. In addition, the production and saletltd Company’s products involves the risk of injtmyend users due
to tampering by unauthorized third parties or peidoontamination. Previously unknown adverse reasti
resulting from human or animal consumption of themPany’s products alone or in combination with othe
medications or substances could occur. The Compaayybe subject to various product liability clairms;luding,
among others, that its products caused injurylioesk, include inadequate instructions for usedute inadequate
warnings concerning possible side effects or iotégzas with other substances. A product liabilitim or
regulatory action against the Company could resulincreased costs, could adversely affect the Goyis
reputation, and could have a material adverse teffeits business and operational results.

Positive Test for THC or Banned Substances

The Company’s products are made from Cannabis, wbdntains THC. As a result, certain of the Company
products contain low levels of THC. THC is consatkra banned substance in many jurisdictions. Maeov
regulatory framework for legal amounts of consuriiétC is evolving. Whether or not ingestion of THG (ew
levels or otherwise) is permitted in a particularigdiction, there may be adverse consequencesdaigers who

-121 -



test positive for trace amounts of THC attributeduse of the Company’s products. In addition, dentaetabolic
processes in the body may cause certain molecunlesrivert to other molecules which may negativéfgca the
results of drug tests. Positive tests may adveraffigct the end user’'s reputation, ability to obtair retain
employment and participation in certain athletic ather activities. A claim or regulatory action ags the
Company based on such positive test results cadldraely affect the Company’s reputation and cddsle a
material adverse effect on its business and opa@tresults.

Product Returns

Product returns are a customary part of the Conipdmysiness. Products may be returned for varieasans,
including expiration dates or lack of sufficieniesavolume. Any increase in product returns cowduce the
Company’s results of operations.

Weather Patterns and Agricultural Operations Risks

The Company’s business can be effected by unuseather patterns. The production of some of the Gmylg
products relies on the availability and use of lplent material, which is grown in Colorado, Kerty@and Oregon
and may be grown in South America. Growing seasgigdds and harvesting operations can be impacted
weather patterns. In addition, severe weatherydicg drought and hail, can destroy a crop, whishld result in
the Company having no or limited Industrial Hempptocess. If the Company is unable to harvest lndiisiemp
through its proprietary operations or contract fagrarrangements, its ability to meet customer deimgenerate
sales, and maintain operations will be impactedetithe proprietary nature of the Company’s cridpsay not be
practicable for the Company to source adequatengy replacement Industrial Hemp to produce its rikiveam
products.

The Company’s business is dependent on the oufglmevth and production of Industrial Hemp, an adtimal

product. As such, the risks inherent in engaginggricultural businesses apply. Potential risk$uitke low yields,
the risk that crops may become diseased or viaimdects or other pests and contamination, orestip extreme
weather conditions such as excess rainfall, frep@@mperature, or drought, all of which could resullow crop
yields, decreased availability of Industrial Henapd higher acquisition prices. The Company’s abilit obtain
adequate (or any) insurance relating to the forageisks may be limited. There can be no guarattiae an
agricultural event will not adversely affect ther@uany’s business and operating results.

Availability of Adequate Crop Insurance

The Company may not be able to obtain crop ins@at@conomically feasible rates, on acceptabiester at all.
As a result, the Company may have limited or nouese in the event of a failed crop or other etkat standard
crop insurance would typically insure against. Suwbility may adversely affect the Company’s besm and
operating results.

Risks Related to Obtaining Farmland

The Company may not be able to maintain or obtagh luality farmland in sufficient acreage to supipo
production levels or sustained accelerated grotibreover, where farmland is available in sufficietreage, it
may not be available at rental rates or otherwiseacceptable economic terms. Inability to obtaiffigent
farmland for operations (with or without signifidgsroduct demand growth) could negatively affeet @ompany’s
operations and financial condition.

Other Agricultural Production Risks

Agricultural production by its nature contains etarts of risks and uncertainties which may adveraéfigct the
business and operations of the Company, includinignbt limited to the following: (i) any future atiate change
with a potential shift in weather patterns leadionglroughts and associated crop losses; (ii) pedensect, fungal
and weed infestations resulting in crop failure aeduced yields; (iii) wild and domestic animal fimts; and (iv)

crop-raiding, sabotage or vandalism. Adverse weatoaditions represent a significant operating riekthe

Company, affecting quality and quantity of prodantand the levels of farm inputs.
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The Company may also encounter difficulties with tmportation of agro-inputs and securing a sumblgpares
and maintenance items. In the event of a delayéndelivery from suppliers of agro-inputs and maehy, the
Company may be unable to achieve its productiayetar

Hemp Plant Specific Agricultural Risks

Hemp plants can be vulnerable to various pathogerlading bacteria, fungi, viruses and other misgeous
pathogens. Such instances often lead to reducedaerality, stunted growth and/or death of the pladfdreover,
hemp is phytoremediative meaning that it may exti@dins or other undesirable chemicals or compsunuim the
ground in which it is planted. Various regulatogeacies have established maximum limits for patheg#oxins,
chemicals and other compounds that may be preseagricultural materials. If the Company’s hemgasend to
have levels of pathogens, toxins, chemicals orrotimelesirable compounds that exceed establisheit lithe
Company may have to destroy the applicable portidnts hemp crop. Should the Company’s crops sedoe to
pathogens, toxins, chemicals or other undesirafiepounds, it may have a material adverse effedtsoousiness
and financial condition.

Transportation Risk

In order for customers of the Company to receiwartproduct, the Company relies on third party $gaortation
services. This can cause logistical problems waitid delays in, end users obtaining their ordershwvtiie Company
has no control over. Any delay by third party traortation services may adversely affect the Comisafityancial

performance.

Moreover, transportation to and from the Compaffatdlities is critical. A breach of security duritigansport could
have material adverse effects on the Company’sbasj financials and prospects. Any such breacld ¢oyact
the Company’s operations and financial performance.

Domestic Supply Risk

The Company’s business relies on full compliancdenrapplicable laws and regulations relating toghlke of its
products across the United States and internatjoriéte regulation of third party suppliers may aav significant
impact upon the Company’s business. Any enforceraetiwity or any additional uncertainties which mayse in
the future could cause substantial interruptiosemsation of the Company’s business, including savienpacts to
the Company’s supply chain and distribution chas\nehd other civil and/or criminal penalties at fisgteral level.

Reliance on Third Party Suppliers, Service Prowadard Distributors

The Company intends to maintain a full supply cHainthe material portions of the production andtiibbution
process of its products. The Company’'s suppliegsyise providers and distributors may elect, at &me, to
breach or otherwise cease to participate in supggyyice or distribution agreements, or other m@ships, on
which the Company’s operations rely. Loss of itpdiers, service providers or distributors would/éaa material
adverse effect on the Company’s business and dpesatesults.

Industry Competition

The markets for businesses in the CBD and hemjpndilstries are competitive and evolving. In patacuthe
Company faces strong competition from both existind emerging companies that offer similar produstsne of
its current and potential competitors may have éongperating histories, greater financial, marlgetamd other
resources and larger customer bases than the Cgrhpan

Given the rapid changes affecting the global, matioand regional economies generally and the QRIstry, in
particular, the Company may not be able to creatkraaintain a competitive advantage in the markegl The
Company’s success will depend on its ability togkpace with any changes in such markets, espednmlight of

legal and regulatory changes. Its success will dieéman the Company’s ability to respond to, amorigeothings,
changes in the economy, market conditions, and etitiye pressures. Any failure by the Company tbcgpate or
respond adequately to such changes could haveaiatadverse effect on its financial conditiongogting results,
liquidity, cash flow and operational performance.
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Intra-Industry Competition

The number of competitors in the Company’s marlegnsent is expected to increase, both nationally and
internationally, which could negatively impact tBempany’s market share and demand for products.

The introduction of a recreational model for maiya production and distribution in various jurigiios may
cause producers in those jurisdictions to expangbree the medical marijuana market and compete with
Company’s products. The impact of this potentialadl@oment may be negative for the Company and caddlt in
increased levels of competition in its existing kedrand/or the entry of new competitors in the allerannabis
market in which the Company operates.

There is potential that the Company will face isercompetition from other companies, some of witigh be
expected to have longer operating histories andenforancial resources and manufacturing and mangeti
experience than the Company. Increased compebtidarger and better financed competitors couldenalty and
adversely affect the business, financial conditiod results of operations of the Company.

The Company also faces competition from producdrs may not comply with applicable regulations. Assult,

such producers may have lower operating costs, mabermissible claims and utilize other competitagvantages
based on circumvention of regulatory requiremefts.remain competitive, the Company will require toned

significant investment in research and developmmatketing, sales and customer support. The Compeyynot

have sufficient resources to maintain researchdevelopment, marketing, sales and customer sugpfforts on a
competitive basis which could materially and adebrsaffect the business, financial condition andutes of

operations of the Company.

As well, the legal landscape for the Company’s potsl is changing internationally. More countrievéhpassed
laws that allow for the production and distributioh Cannabis in some form or another. Increaseetriational
competition might lower the demand for the Compamroducts on a global scale.

Future Activities of the Stanley Brothers

The Stanley brothers and certain affiliates andiggmassociated with the Stanley brothers curreatig may in the
future, conduct business which conflicts with thasibess of the Company. The mechanisms availablingo
Company to effectively deal with such conflicts {@lhmay include competition) may be limited. Then@any

relies on the name, likeness and assistance dbttrdey brothers. Should the Stanley brothers saki®n which

separates or otherwise distances their name, lsemebrand from, or association with, the Compérgguld result

in marketplace confusion, loss of goodwill and/anikar negative consequences. Should any of suehasos

arise, it could have a material adverse impacherQompany’s business and financial condition.

Other Conflicts of Interest

Certain of the employees and directors of the Campaay also be directors, officers, consultantstakeholders
of other companies or enterprises, some of whicly b&in similar sectors, and conflicts of interesy arise
between their duties to the Company and their dutieor interests in such other companies or ernsexp Certain
of such conflicts may be required to be discloseddcordance with, and subject to, such procecamndsemedies
as applicable under the BCBCA and applicable stesrlaws, however, such procedures and remedigsnuia
fully protect the Company.

Changing Consumer Preferences and Customer Reatentio

As a result of changing consumer preferences, nthetary supplements and other innovative produttEna
financial success for a limited period of time. Bwvethe Company’s products find retail successréhcan be no
assurance that any of its products will continusde extended financial success. The Company'essictill be
significantly dependent upon its ability to developw and improved product lines. Even if it is sgsful in
introducing new products or developing its currpriducts, a failure to gain consumer acceptanc® apdate
products with compelling content could cause aidedh its products’ popularity that could reduexenues and
harm the Company’s business, operating results faadicial condition. Failure to introduce new feaats and
product lines and to achieve and sustain market¢mance could result in the Company being unablen¢et
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consumer preferences and generate revenue whiclld vkave a material adverse effect on its profitgbiand
financial results from operations.

The Company’s success depends on its ability tacittnd retain customers. There are many factbishwcould

impact the Company’s ability to attract and retairstomers, including but not limited to the Compargbility to

continually produce desirable and effective prodtice successful implementation of the Company’stauer
acquisition plan and the continued growth in thgragate number of people selecting CBD wellnesdymts. The
Company’s failure to acquire and retain customerdcchave a material adverse effect on the Comgamysiness,
operating results and financial position.

Maintaining and Promoting the Company’s Brand

Management believes that maintaining and promatirgCompany’s brand is critical to expanding itstomer
base. Maintaining and promoting the Company’s brailidepend largely on its ability to continue pwovide
quality, reliable and innovative products, whichniay not do successfully. The Company may introdoee
products or services that its customers do not Wech may negatively affect its brand and repatatMaintaining
and enhancing the Company’s brand may requirertake substantial investments, and these invessnmeay not
achieve the desired goals. If the Company failsuocessfully promote and maintain its brand ort iincurs
excessive expenses in this effort, its businessfiaadcial results from operations could be matlriadversely
affected.

Unfavourable Publicity or Consumer Perception

The Company believes its industry is highly depebdgon consumer perception regarding the saféftgaey and

quality of its products and perceptions of regulattompliance. Consumer perception of the Compapsdsiucts
can be significantly influenced by scientific reda or findings, regulatory investigations, litigat, media
attention and other publicity. There can be no rasgie that future scientific research, findingsyutatory

proceedings, litigation, media attention or otresearch findings or publicity will be favourablette CBD market
or any particular product, or consistent with earlpublicity. Future research reports, findingsgutatory

proceedings, litigation, media attention or otheblity that are perceived as less favourable tbamhat question,
earlier research reports, findings or publicity Idotave a material adverse effect on the demanthéoCompany’s
products and the business, results of operatiorendial condition and cash flows of the Compartye Tompany’s
dependence upon consumer perceptions means thatsadegcientific research reports, findings, reguat
proceedings, litigation, media attention or otheblity, whether or not accurate or with merit,utt have a
material adverse effect on the Company, the derf@nproducts, and the business, results of operstifinancial
condition and cash flows of the Company. Furthdvease publicity reports or other media attentiegarding the
safety, efficacy and quality of CBD products in geai, or the Company’s products specifically, csoasating the
consumption of CBD products with illness or othegative effects or events, could have such a rahtedverse
effect. Consumers, vendors, landlords/lessors,singipartners or third-party service providers niagorrectly

perceive hemp products as marijuana thereby apgplfie unfavourable stigma of marijuana to the Camgjza
products. Such adverse publicity reports or othedim attention could arise even if the adversectffassociated
with such products resulted from consumers’ failoreonsume such products legally, appropriatelgsodirected.

Inability to Sustain Pricing Models

Significant price fluctuations or shortages in tust of materials may increase the Company’s cbgbods sold
and cause its results of operations and finanociadlition to suffer. If the Company is unable toseenaterials at a
reasonable price, it may have to alter or discomtiselling some of its products or attempt to édesg the cost to
its customers, any of which could adversely affisctesults of operations and financial condition.

Additionally, increasing costs of labour, freightdaenergy could increase its and its supplierst obgioods. If its
suppliers are affected by increases in their coltabour, freight and energy, they may attemppass these cost
increases on to the Company. If the Company pagh #wcreases, it may not be able to offset therouiin
increases in its pricing, which could adverseleeffits results of operations and financial conditi
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Reliance on Key Inputs

The Company’s business is dependent on a numbeyafiputs and their related costs, including raaterials and
supplies related to its growing operations, as asllelectricity, water and other local utilitiesnyAsignificant
interruption or negative change in the availabibityeconomics of the supply chain for key inputsldamaterially
impact the business, financial condition and opegatesults of the Company. Any inability to secueguired
supplies and services or to do so on appropriatasteould have a materially adverse impact on th&ness,
financial condition and operating results of thar@any.

The ability of the Company to compete and grow Wl dependent on having access, at a reasonalblentbs a
timely manner, to skilled labour, equipment, pansl components. No assurances can be given th&@oimpany
will be successful in maintaining the required dypyf skilled labour, equipment, parts and compasehi is also
possible that the expansion plans contemplatedhey Gompany may cost more than anticipated, in which
circumstance the Company may curtail, or extenéfiiames for completing the expansion plans. Thisdchave a
material adverse effect on the financial results gperations of the Company.

Effectiveness and Efficiency of Advertising and fAodional Expenditures

The Company’s future growth and profitability wikepend on the effectiveness and efficiency of dibireg and
promotional expenditures, including its ability (i create greater awareness of its products;d@fermine the
appropriate creative message and media mix forrdutdvertising expenditures; and (iii) effectivatyanage
advertising and promotional costs in order to naamacceptable operating margins. There can besurance that
advertising and promotional expenditures will resal revenues in the future or will generate awassnof the
Company’s technologies or services. In addition,assurance can be given that the Company will be &b
manage its advertising and promotional expenditarea cost-effective basis.

Key Officers and Employees

The Company’s success and future will depend, sigaificant degree, on the continued efforts ofdiiectors,
officers and key employees, including certain técdnndividuals, and sales and marketing persaqrthelretention
of which cannot be guaranteed. The loss of keyopees could materially adversely affect the Compaibysiness.
The loss of any such personnel could harm or dislayplans of the Company’s business either whileagement
time is directed to finding suitable replacememthd, in any event, may not be available), or, if, movering such
vacancy until suitable replacements can be founmckither case, this may have a material adverszte@in the
future of the Company’s business.

Competition for such personnel can be intense,thedCompany cannot provide assurance that it wilable to
attract or retain highly qualified technical, salesrketing and management personnel in the fukn@n time to
time, share-based compensation may comprise afisgmi component of the Company’s compensationkfmy
personnel, and if the price of the Common Sharebrds, it may be difficult to recruit and retainché individuals.

Inability to Renew Material Leases

The Company may be unable to renew or maintainleiéses (commercial, real property or farmland) on
commercially acceptable terms or at all. An in&pild renew its leases, or a renewal of its leag#sa rental rate
higher than the prevailing rate under the appliedbase prior to expiration, may have an adverg&aamnon the
Company’s operations, including disruption of ifsecations or an increase in its cost of operatibmsddition, in

the event of non-renewal of any of the Companyasés, the Company may be unable to locate suitable
replacement properties for its facilities or it neperience delays in relocation that could lead tlisruption in its
operations. Any disruption in the Company’s operadicould have an adverse effect on its finana@abition and
results of operations.

Obtaining Insurance

Due to the Company’s involvement in the hemp ingysit may have a difficult time obtaining the vauis
insurances that are desired to operate its busindssh may expose the Company to additional ristt Binancial
liability. Insurance that is otherwise readily d&hle, such as general liability, and directors affiter’s insurance,

-126 -



may be more difficult to find, and more expensildecause of the regulatory regime applicable toindestry.

There are no guarantees that the Company will letaldind such insurance coverage in the futuraghat the cost
will be affordable. If the Company is forced to @dhout such insurance coverage, it may prevefibin entering
into certain business sectors, may inhibit groveihd may expose the Company to additional risk aman€ial

liabilities.

Additional Financings

If the Company is not able to sustain profitabildy if it requires additional capital to fund grdwor other
initiatives, it may require additional equity orlddinancing. There can be no assurances that emep@ny will be
able to obtain additional financial resources orofable commercial terms or at all. Failure to ebtich financial
resources could affect the Company’s plan for gnowt result in the Company being unable to satitdy
obligations as they become due, either of whichiccdiave a material adverse effect on the businessits of
operations and the financial condition of the Comypa

Management of Growth

The Company may be subject to growth-related rigkduding capacity constraints and pressure onnisrnal
systems and controls. The ability of the Companymianage growth effectively will require it to conie to
implement and improve its operational and finansidtems and to expand, train and manage its eemplbgse.
The inability of the Company to deal with this gtbwmay have a material adverse effect on the Cogipan
business, financial condition, results of operagiand prospects.

Risks Related to Acquiring Companies

The Company may acquire other companies in therduand there are risks inherent in any such adupisi
Specifically, there could be unknown or undisclogskis or liabilities of such companies for whit¢tetCompany is
not sufficiently indemnified. Any such unknown ondisclosed risks or liabilities could materiallydaadversely
affect the Company’s financial performance and Itesof operations. The Company could encounter tamfdil
transaction and integration related costs or ofletiors such as the failure to realize all of tleadfits from such
acquisitions. All of these factors could causetdiuto the Company’s earnings per share or deereaslelay the
anticipated accretive effect of the acquisition aadse a decrease in the market price of the Coytypaecurities.
The Company may not be able to successfully integaad combine the operations, personnel and témiwo
infrastructure of any such acquired company wisheisting operations. If integration is not marshgaccessfully
by the Company’s management, the Company may experiinterruptions in its business activities, detation
in its employee and customer relationships, in@éasts of integration and harm to its reputatahof which
could have a material adverse effect on the Conipdnysiness, financial condition and results ofrafiens. The
Company may experience difficulties in combiningpmrate cultures, maintaining employee morale atdiming
key employees. The integration of any such acquaapanies may also impose substantial demand$en t
Management. There is no assurance that these dioqsavill be successfully integrated in a timahanner.

Inability to Protect Intellectual Property

The Company’s success is heavily dependent upantésgible property and technology. The Compatigsaipon
copyrights, patents, trade secrets, unpatentedriptagy know-how and continuing innovation to piitghe
intangible property, technology and informationttisaconsidered important to the development oftginess. The
Company relies on various methods to protect itppetary rights, including confidentiality agreemt® with
consultants, service providers and managementtrdain terms and conditions prohibiting unauthedizise and
disclosure of confidential information. However sgie efforts to protect intangible property right@authorized
parties may attempt to copy or replicate intangjtrieperty, technology or processes. There can bassorances
that the steps taken by the Company to proteattigmgible property, technology and informationlveié adequate
to prevent misappropriation or independent thirdypadevelopment of the Company’s intangible propert
technology or processes. It is likely that othempanies can duplicate a production process sintdathe
Company’s. Other companies may also be able toriaiyeduplicate the Company’s proprietary planagts. To
the extent that any of the above would occur, regerould be negatively affected, and in the futthhe,Company
may have to litigate to enforce its intangible mup rights, which could result in substantial soand divert
management’s attention and other resources.
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The Company’s ability to successfully implementbissiness plan depends in part on its ability tontaan and
build brand recognition using its trademarks, smrvimarks, trade dress, domain names and otheteritell

property rights, including the Company’s names &ogbs. If the Company’s efforts to protect its lgetual

property are inadequate, or if any third party msapriates or infringes on its intellectual pragethe value of its
brands may be harmed, which could have a matatiadrae effect on the Company’s business and migivept its
brands from achieving or maintaining market acoegea

The Company may be unable to obtain registration#$ intellectual property rights for various seas, including
prior registrations of which it is not aware, ornitay encounter claims from prior users of similatellectual
property in areas where it operates or intend®talact operations. This could harm its image, biancbmpetitive
position and cause the Company to incur signifigemalties and costs.

Intellectual Property Claims

Companies in the retail and wholesale CPG indusfrisquently own trademarks and trade secrets #ad enter

into litigation based on allegations of infringerhen other violations of intangible property righithe Company
may be subject to intangible property rights claimshe future and its products may not be ableitbstand any
third-party claims or rights against their use. Antangible property claims, with or without meriguld be time
consuming, expensive to litigate or settle and aodivert Management resources and attention. Aretsgv
determination also could prevent the Company frdiferimg its products to others and may require tte

Company procure substitute products or services.

With respect to any intangible property rights wiathe Company may have to pay damages or stog ugamgible

property found to be in violation of a third pagyights. The Company may have to seek a licerrsthéantangible

property, which may not be available on reasontdslms and may significantly increase operating agps. The
technology also may not be available for licenseallatAs a result, the Company may also be requicegdursue

alternative options, which could require signifitaffort and expense. If the Company cannot licesrsebtain an

alternative for the infringing aspects of its besig, it may be forced to limit product offeringslanay be unable to
compete effectively. Any of these results couldnhdéne Company’s brand and prevent it from genegaginrfficient

revenue or achieving profitability.

Litigation

The Company is, and may from time to time beconagetypto litigation in the ordinary course of busisewhich

could adversely affect its business. Should arigafiton in which the Company is, or becomes, inedhbe

determined against the Company, such a decisioid emversely affect the Company’s ability to congroperating
and the market price for the Common Shares andlameé significant resources. Even if the Comparignislved

in litigation and wins, litigation can redirect sificant Company resources. Litigation may alscatzea negative
perception of the Company’s brand.

Trade Secrets may be Difficult to Protect

The Company'’s success depends upon the skills, lkdge and experience of its scientific and techmpeasonnel,
consultants and advisors, as well as contract@saise the Company operates in a highly competitohestry, it

relies in part on trade secrets to protect its pedgry products and processes. However, tradetseare difficult to
protect. The Company enters into confidentiality rwn-disclosure agreements with its corporate pesin
employees, consultants, outside scientific collatms, developers and other advisors. These agréemenerally
require that the receiving party keep confidentehd not disclose to third parties, confidentialoimation

developed by the receiving party or made knowrhtreceiving party by the Company during the cowfsthe

receiving party’'s relationship with the Companye$a agreements also generally provide that inventonceived
by the receiving party in the course of renderiagviges to the Company will be its exclusive prépeand the
Company enters into assignment agreements to pédeghts.

These confidentiality, inventions and assignmenteagents, where in place, may be breached and rogay
effectively assign intellectual property rights tbe Company. The Company’s trade secrets also cbald
independently discovered by competitors, in whiakecthe Company would not be able to prevent teeofisuch
trade secrets by its competitors. The enforcemkeatotaim alleging that a party illegally obtainadd was using the
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Company’s trade secrets could be difficult, expemsind time consuming and the outcome could beedingiable.
The failure to obtain or maintain meaningful tradecret protection could adversely affect the Comisan
competitive position.

Use of Customer Information and Other PersonalGowfidential Information

The Company collects, process, maintains and wses idcluding sensitive information on individuadsailable to
the Company through online activities and othetamsr interactions with its business. The Companyisent and
future marketing programs may depend on its abititgollect, maintain and use this information, @sdability to
do so is subject to evolving international, U.Sd &anadian laws and enforcement trends. The Comgtaings to
comply with all applicable laws and other legal igations relating to privacy, data protection andstomer
protection, including those relating to the usedafa for marketing purposes. It is possible, howethat these
requirements may be interpreted and applied in anerathat is inconsistent from one jurisdictionawaother,
conflict with other rules, conflict with the Compgs practices or fail to be observed by its empés/er business
partners. If so, the Company may suffer damagéstoeputation and be subject to proceedings oorgigainst it
by governmental entities or others. Any such prdo®gor action could hurt the Company’s reputatimnce it to
spend significant amounts to defend its practidesract its management or otherwise have an aehaffect on its
business.

Certain of the Company’s marketing practices reporu e-mail, social media and other means of digital
communication to communicate with consumers orbébalf. The Company may face risk if its use of @tm
social media or other means of digital communicai®found to violate applicable laws. The Compaogts its
privacy policy and practices concerning the use disdlosure of user data on its websites. Any failby the
Company to comply with its posted privacy policy aher privacy-related laws and regulations co@sult in
proceedings which could potentially harm its bussédn addition, as data privacy and marketing lakange, the
Company may incur additional costs to ensure itaiesin compliance. If applicable data privacy amarketing
laws become more restrictive at the internatiofealeral, provincial or state levels, the Compamgmpliance costs
may increase, its ability to effectively engagetoo®ers via personalized marketing may decreasaviestment in
its e-commerce platform may not be fully realizitgsl,opportunities for growth may be curtailed by édompliance
burden and its potential reputational harm or ligbfor security breaches may increase.

Data Security Breaches

The Company or its third-party service provideriem, process, maintain and use sensitive persof@mation
relating to its customers and employees, includingtomer financial data (e.g. credit card inforomtiand their
personally identifiable information, and rely ornirthparties for the operation of its e-commerce sihd for the
various social media tools and websites it usgsaasof its marketing strategy. Any perceived, mfteed or actual
unauthorized disclosure of customer financial détay. credit card information) or personally idé&able
information regarding the Company’'s employees, amasts or website visitors could harm its reputataord
credibility, reduce its e-commerce sales, impairaibility to attract website visitors, reduce itlity to attract and
retain customers and could result in litigationiagthe Company or the imposition of significainek or penalties.

Recently, data security breaches suffered by wadlAdn companies and institutions have attracted bestantial
amount of media attention, prompting new foreigedefral, provincial and state laws and legislativeppsals
addressing data privacy and security. As a rethdtCompany may become subject to more extensguéregnents
to protect the customer information that it proesss connection with the purchase of its produesulting in
increased compliance costs.

The Company’s on-line activities, including its @mmerce websites, also may be subject to deniaknfice or
other forms of cyber-attacks. While the Companytalien measures to protect against those typesaoka, those
measures may not adequately protect its on-lineites from such attacks. If a denial of servidtaek or other
cyber event were to affect its e-commerce sitegtber information technology systems, its businessld be
disrupted, it may lose sales or valuable data,imn@putation may be adversely affected.
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Global Economic Uncertainty

Demand for the Company’s products and servicesnfiteenced by general economic and consumer treegiend
the Company’s control. There can be no assuranaettie Company’s business and corresponding fiahnci
performance will not be adversely affected by gaheconomic or consumer trends. In particular, gl@zonomic
conditions are still tight, and if such conditiotsntinue, recur or worsen, there can be no assartat they will
not have a material adverse effect on the Compadusmess, financial condition and results of opena.

Furthermore, such economic conditions have proddoeehward pressure on stock prices and on theabikty of

credit for financial institutions and corporation.these levels of market disruption and volatiltontinue, the
Company might experience reductions in busineswiggttincreased funding costs and funding pressuses
applicable, a decrease in the market price of ther@on Shares, a decrease in asset values, adtitioteedowns
and impairment charges and lower profitability.

Risks Related to the Company’s Social Responsilfdibals

The Company may place a focus on creating sociadl gmd the benefits of a socially responsible c@tgoculture.
This may involve making charitable donations tdHar its social responsibility goals.

In addition, the Company may, in future and subjectequired regulatory and stakeholder approvalssue
certification as a “Certified B CorporatiBfi, a certification granted by B Lab, an independewn-profit
organization. B Corporations are required to adb@mgorous standards of social and environmepeaiormance,
accountability and transparency.

Emerging Industry

As a pioneer in a new industry, the Company hastdonaccess to industry benchmarks in relationh® t
Company’s business. Industry-specific data pointhss operating ratios, research and developmejgcps, debt
structures, compliance and other financial and at®ral related data is limited and accordingly,nsigement will
be required to make decisions in the absence ¢f data points.

Risks Related to the Offering

Forward-Looking Information

The forward-looking information included in thisgspectus relating to, among other things, the Cowipduture
results, performance, achievements, prospectsetigrgntentions or opportunities or the marketswimch we
operate (including, in particular, the informati@ontained in Summary, “Business of the Compdny' The
Offering’ and “Plan of Distributiori) and the other statements listed iNdtice to Investors - Forward-Looking
Statements and “Notice to Investors - Forward-Looking Statementstieg to Growth Strategy’is based on
opinions, assumptions and estimates made by thep@uyts management in light of its experience amteg@ion
of historical trends, current conditions and expdduture developments, as well as other factasttte Company
believes are appropriate and reasonable in theirostances. However, there can be no assurancestbht
estimates and assumptions will prove to be corrébe Company’s actual results in the future mayyvar
significantly from the historical and estimated ulés and those variations may be material. We make
representation that its actual results in the &utwill be the same, in whole or in part, as thasguided in this
prospectus. SeeNbtice to Investors - Forward-Looking Statememtsd “Notice to Investors - Forward-Looking
Statements relating to Growth Strategy”

No Prior Public Market

The Company intends to apply for the listing of themmon Shares on the CSE. There is currently nkeba
through which the Common Shares may be sold aradmifrket for the Common Shares does not develdp rat
sustained, you may not be able to resell the Com8iares purchased in the Offering. This may affeetpricing
of the Common Shares in the secondary market rémsgarency and availability of trading prices, ligeidity of
the Common Shares and the extent of issuer regnlaiihne Offering Price of the Offered Shares wasrddned
through negotiations between the Company and ttaetwriters. The Offering Price may not be indicatif the

-130 -



market price of the Common Shares after the Offerin the absence of an active trading marketHferGommon
Shares, investors may have difficulty selling tf@immon Shares. The Company cannot predict thegp&atwhich
the Common Shares will trade.

Potential Volatility of Common Share Price

The market price of the Common Shares could beestip significant fluctuations after the Offerirapd it may
decline below the Offering Price. Some of the fextihat may cause the market price of the Commareshto
fluctuate include:

(a) the public’s reaction to the Company’s press resaannouncements and filings with regulatory
authorities and those of its competitors;

(b) fluctuations in broader stock market prices andinas;

(c) changes in market valuations of similar companies;

(d) investor perception of the Company, its prospecti@industry in general;

(e) additions or departures of key personnel;

® commencement of or involvement in litigation;

(9) changes in the regulatory landscape applicablbedCompany, the dietary supplement and/or the
hemp industry;

(h) media reports, publications or public statementstirey to, or public perceptions of, the
regulatory landscape applicable to the Companydidsary supplement and/or the hemp industry,
whether correct or not;

() announcements by the Company or its competitossrafegic alliances, significant contracts, new
technologies, acquisitions, commercial relationshjpint ventures or capital commitments;

()] variations in the Company’s quarterly results ofem@tions or cash flows or those of other
comparable companies;

(K) revenues and operating results failing to meee#pectations of securities analysts or investors in
a particular quarter;

)] changes in the Company’s pricing policies or theipg policies of its competitors;

(m) future issuances and sales of Common Shares, ingluas a result of the conversion of
Proportionate Voting Shares and the sale of ther@@mShares issuable thereunder;

(n) sales of Common Shares by insiders of the Company;

(0) third party disclosure of significant short positip

(p) demand for and trading volume of Common Shares;

(a) changes in securities analysts’ recommendationstizid estimates of the Company’s financial
performance;

n short-term fluctuation in stock price caused byngjes in general conditions in the domestic and
worldwide economies or financial markets; and

(s) the other risk factors described in this sectiothefprospectus.

The realization of any of these risks and othetoi@acbeyond the Company’s control could cause theket price of
the Common Shares to decline significantly.

In addition, broad market and industry factors rhaym the market price of the Common Shares. Heheeprice
of the Common Shares could fluctuate based updorfathat have little or nothing to do with the Qmany, and
these fluctuations could materially reduce thego€ the Common Shares regardless of the Compamgsating
performance. In the past, following a significaetckine in the market price of a company’s secigjttbere have
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been instances of securities class action litigatiaving been instituted against that companjhdf@ompany were
involved in any similar litigation, it could inclgubstantial costs, Management’s attention anduress could be
diverted and it could harm the Company’s businegsrating results and financial condition.

Dissent or Appraisal Rights in Respect of the Merge

Under Article 113 of the CBCA, SBI Shareholders veid not vote in favor of the Merger will, withird3days of
receipt of the written dissenters’ notice from CWiye the right to dissent to the proposed meifiany such SBI
Shareholders properly exercise their right to digseuch shareholders will be entitled to be paiel judicially
determined or other mutually agreed “fair value'ttedir CWB shares, plus accrued interest. AlthotlghCompany
and SBI believe that the value of the Reorganima@onsideration offered in exchange for the CWBreaba
pursuant to the Merger is equal to or exceeds fiie Value” of the CWB shares, there can be noras®e that a
court would agree with this assessment and, coesgiguthe amount that any properly dissenting SBareholders
receive could be less than, the same as or monethigaReorganization Consideration to which thdsgeholders
would have been entitled under the Agreement aad Bf Merger. In addition, should the fair valuetioé CWB
shares be determined to be materially greater tirarReorganization Consideration, SBI may be reguio pay
dissenting SBI Shareholders all or a portion ofuwakie of their CWB shares in cash, which woulducedthe cash
available to the Company, as the parent compai8Bdfand which could materially adversely affea ttash flows
and results of operations of the Company. S€ergorate Structure—Notice of Dissenters’ Righis this
prospectus for a description of dissenters’ rigimder the CBCA.

Dividends to Shareholders

The Company does not anticipate paying cash didslem the Shares in the foreseeable future. Thep@oyn
currently intends to retain all future earningsfuad the development and growth of its businessy payment of
future dividends will be at the discretion of thieedtors and will depend on, among other things, @mmpany’s
earnings, financial condition, capital requiremereyel of indebtedness, statutory and contracteatrictions
applying to the payment of dividends, and others@marations that the directors deems relevant.shiaove must rely
on sales of their Common Shares after price apgiieni which may never occur, as the only way #iize a return
on their investment.

Holding Company Structure

The Company is a holding company and substantlllgf its assets consist of shares of SBI. Assalteinvestors
are subject to the risks attributable to SBI angt and all future affiliates. The Company does naveh any
significant assets and conducts substantially faliscdbusiness through SBI, which generates aBudystantially all
of the Company’s revenues. The ability of SBI tstidbute funds to the Company will depend on itgraging
results, tax considerations (both domestic andsebasder) and will be subject to applicable lawd asgulations
which require that solvency and capital standaslshhintained by SBI and contractual restrictionstaimed in the
instruments governing its debt, existing or if imed. In the event of a bankruptcy, liquidationreorganization of
SBI or any other future subsidiary, holders of ingelness and trade creditors will generally betledtio payment
of their claims from the assets of those subsiggabefore any assets are made available for disbibto the
Company.

Future Sales of Common Shares by the SBI Sharetspld@ectors or Officers

Subject to compliance with applicable securitiesslaand the terms of any lock-up arrangements destninder
“Plan of Distributiori, the Company’s officers, directors, the holdefsPooportionate Voting Shares and their
affiliates may sell some or all of their Common f&sain the future. No prediction can be made abeaceffect, if
any, such future sales of Common Shares will hawthe market price of the Common Shares prevailiog time

to time. However, the future sale of a substamiahber of Common Shares by our officers, directthrs,holders
of Proportionate Voting Shares and their affiliatessthe perception that such sales could occuwldcmaterially
adversely affect prevailing market prices for tr@r@non Shares.

Additional Common Shares issuable upon the exefis#ock options or the conversion of Proportiendbting
Shares may also be available for sale in the puldicket after the date of the listing of the ComrStrares, which

-132 -



may also cause the market price of the Common SHharéall. Accordingly, if substantial amounts obf@mon
Shares are sold in the public market, the markeemould fall.

Risks Related to Potential Changes in Definitiorofeign Private Issuer

The transactions contemplated by the Reorganizatiere structured so that the Company would be aidor
private issuer as defined in Rule 405 under the BeBurities Act and Rule 3b-4 under the Exchancfe fallowing
Closing. The term “foreign private issuer” is defihas any non-U.S. issuer, other than a non-U.®rgment,
exceptany issuer meeting the following conditions:

(a) more than 50 percent of the outstanding vasegurities of such issuer are, directly or indisgdteld of record
by residents of the United States; and

(b) any one of the following: (i) the majority dfd issuer’s executive officers or directors aretéthiStates citizens
or residents; (i) more than 50 percent of the assktise issuer are located in the United Stategiiipthe business
of the issuer is administered principally in theitdd States.

In December 2016, the SEC issued a Compliance auldSure Interpretation to clarify that issuershwinultiple

classes of voting stock carrying different votimghts may, for the purposes of calculating comml@with the 50
percent U.S. resident threshold, examine eithghé)combined voting power of its share classesj)ahe number
of voting securities, in each case held of recoydJbS. residents. Based on this interpretationhdasued and
outstanding Proportionate Voting Share is countedrae voting security and each issued and outstgr@mmon
Share is counted as one voting security for the@gaes of determining the 50 percent U.S. residensshold and
the Company is expected to be a “foreign privegads’ upon completion of the Offering and the Reoigation.

Should the SEC’s guidance and interpretation chathgeCompany may lose its foreign private isstaus.

Risks Related to the Company’s Loss of Foreignd®givssuer Status in the United States

The Company is expected to be a foreign privateeisdf, as of the last business day of the Comjsasgcond
fiscal quarter for any year, the Company determih@$ more than 50% of its outstanding voting siéiesr (as
determined under Rule 405 under the U.S. Secut@s as further described undeRisks Related to Potential
Changes in Definition of Foreign Private IssQeaire directly or indirectly held of record by réents of the United
States, effective on the first day of its fiscahyémmediately succeeding such determination theagizmy will no
longer meet the definition of a foreign privateuiss which may have adverse consequences on the@ay's
ability to raise capital in private placements @n@dian prospectus offerings. In addition, the tdghe Company’s
foreign private issuer status would result in tlerpany becoming subject to U.S. domestic reportagirements
and, as such, the Company would be subject tantireased reporting and disclosure requirementssegon U.S.
domestic reporting companies, likely resulting mereased audit, legal and administration costsaasdynificant
diversion of the Company’s time and resources. &hasreased costs may significantly affect the Camyfs
business, financial condition and results of openat

Increased Cost as a Result of Becoming a Repdasugr

The Company will incur significant legal, accoumtirinsurance and other expenses as a result of leepublic
company, which may negatively impact its perforng@and could cause its results of operations arehdial
condition to suffer. Compliance with applicable wéties laws in Canada and the rules of the CSEtambially
increases the Company’s expenses, including it l@gd accounting costs, and makes some activii@e time-
consuming and costly. Reporting obligations asladipeompany and the Company’s anticipated growdly iplace
a strain on the Company’s financial and managemsysiems, processes and controls, as well as oorpis

The Company also expects these laws, rules andatems to make it more expensive to obtain direatud officer
liability insurance, and the Company may be reqlite accept reduced policy limits and coverage nmuii
substantially higher costs to obtain the same wila coverage. As a result, it may be more diffidor the
Company to attract and retain qualified personsetwe on its Board or as officers. As a resulhefforegoing, the
Company expect a substantial increase in legabuting, insurance and certain other expensesédnfuture,
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which could negatively impact the Company’s finahgderformance and could cause results of opemataon
financial condition to suffer.

Financial Reporting and Other Public Company Resné@nts

Upon receiving a final receipt for this prospectttse Company will become subject to reporting arldeio

obligations under applicable Canadian Securitiewd and rules of any stock exchange on which the rGom

Shares are then-listed. These reporting and othiégadions will place significant demands on the fdgement,

administrative, operational and accounting resaurtfethe Company is unable to accomplish any sumtessary
objectives in a timely and effective manner, thenpany’s ability to comply with its financial report) obligations

and other rules applicable to reporting issuersdcba impaired. Moreover, any failure to maintaifeetive internal

controls could cause the Company to fail to safitsfyeporting obligations or result in materialsstatements in our
financial statements. If the Company cannot proviel@ble financial reports or prevent fraud, ieputation and
operating results could be materially adverselgaéd which could also cause investors to loseidente in the

Company'’s reported financial information, which tbin turn result in a reduction in the tradinggeriof the

Common Shares.

It is anticipated that the Company will be a “vastissuer” as defined in NI 52-109. In contrasthe certificate
required for non-venture issuers under NI 52-10@, ¢ertificates filed by the Company’s officers lwibt be
required to include representations relating to #stablishment and maintenance of disclosure dsntind
procedures @C&P”) and internal control over financial reporting@FR ™), as defined in NI 52-109. In particular,
the certifying officers will not be required to nekny representations relating to the establishar@himaintenance
of i) controls and other procedures designed tovideo reasonable assurance that information requioede
disclosed by the Company in its annual filingseiimh filings or other reports filed or submittedden securities
legislation is recorded, processed, summarized pidrted within the time periods specified in séd®s
legislation; and ii) a process to provide reasomasisurance regarding the reliability of financédorting and the
preparation of financial statements for externappaes in accordance with the Company’s GAAP.

Inherent limitations on the ability of certifyingfficers of a venture issuer to design and implenmanta cost-
effective basis DC&P and ICFR may result in addisibrisks to the quality, reliability, transparerayd timeliness
of interim and annual filings and other reportsvyidled under securities legislation.

Impact on Resales into the United States

The Offered Shares have not been, and will notdigstered under the U.S. Securities Act. The @tfe8hares are
being offered only to non-U.S. persons (as defind@egulation S) outside the United States in &atisns exempt
from the registration requirements of the Seciwgifiet in reliance on Regulation S, to qualifiedtilgional buyers

(as defined in Rule 144A under the U.S. Securitie§ in the United States pursuant to Rule 144Aairttie U.S.

Securities Act as permitted by the Underwriting égment, and otherwise in transactions that are gixom the

registration requirements set forth under the &&curities Act. Accordingly, the Offered Shares ‘aestricted

securities" as defined in Rule 144 under the Uegtu8ties Act. Except with respect to the Undersvst re-offer

and re-sale of Offered Shares to qualified insonal buyers in the United States pursuant to RdiA under the

U.S. Securities Act, the Offered Shares may nobffered, sold or delivered in the United Statesogror for the

account or benefit of, any U.S. person, unlessrdmesfer is registered under the U.S. Securities Flee Company
has no current intention to register the Offere@r8& under the U.S. Securities Act. If the Compdogs not

register the Offered Shares under the U.S. Seesiriict, its shareholders will face restrictionsrénsale of the

Offered Shares, particularly in the United Statestm U.S. persons. The Offered Shares may beargente

describing restrictions on transfer to U.S. persams prohibiting hedging transactions in the OffleBhares unless
in compliance with the U.S. Securities Act.

Risk Related to Non-Compliance with Regulation Sieirthe U.S. Securities Act

Because the Offered Shares are being offered dddrsan offshore transaction (as defined undereR@2 of the
U.S. Securities Act), no directed selling efforés defined under Rule 902 of the U.S. Securitie§ A being
made by the Company and the Company is an issganized under the laws of a jurisdiction outsidéhef United
States, the Offered Shares qualify as Categoryclirisies under Rule 903 of Regulation S. Should 8iC
determine that the Company did not comply with tbguirements of Regulation S, the secondary markéte
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Common Shares could be adversely affected. The @ynmay be required to register its Common Shartstie
SEC, which would entail significant expense to @@mpany and a significant amount of time on bebélthe
Company’s directors and senior management. Furttresnthe Company and its directors could also fgestito
criminal, civil or administrative proceedings.

Impact of Future Sales by Existing Shareholders

If the Company’s shareholders sell substantial art®of the Common Shares in the public market, niaeket
price of the Common Shares could decrease. Them#sn among investors that these sales will ocouttd also
produce this effect. All of the Offered Shares thempany will issue under the Offering and all cothe
outstanding Common Shares other than those sulbbpedbck-up agreements executed by certain existing
shareholders will, subject to applicable securitéess, generally be immediately available for resal the public
markets.

Influence of the Significant Shareholders

Upon completion of the Offering, the Company wilve a small number of shareholders who will ownthia
aggregate, approximatelye®o equity interest of the Company, assuming conguetif the Offering. As a result,
although such shareholders may not have any agreg¢mact in concert, such shareholders will hdneeability to
exercise significant influence over matters suteditio the Shareholders for approval, whether stibtgeapproval
by a majority of the Shareholders or subject ttaascvote or special resolution.

Limited Control Over the Company’'s Operations

Holders of the Common Shares will have limited coinbver changes in the Company’s policies and aipars,
which increases the uncertainty and risks of arestment in the Company. The Board will determingoma
policies, including policies regarding financingrogith, debt capitalization and any future dividentts
Shareholders. Generally, the Board may amend dse¢lrese and other policies without a vote ofthielers of the
Common Shares. Holders of the Common Shares wily bave a right to vote, as a class, in the limited
circumstances described elsewhere in this prospediue Board's broad discretion in setting policeasl the
limited ability of holders of the Common Shareset@rt control over those policies increases theedamty and
risks of an investment in the Company.

Working Capital and Future Issuances

The Company may issue additional Common Shareseifiuture which may dilute a shareholder’s holdimgthe
Company. The Articles permit the issuance of anmitéd number of Common Shares, an unlimited nundfer
Proportionate Voting Shares, and an unlimited nunadfg@referred shares issuable in series, and Sbkters will
have no pre-emptive rights in connection with anoytHer issuances. The directors of the Company hbage
discretion to determine the provisions attachinth®Common Shares and the Proportionate VotingeStand the
price and the terms of issue of further Common &hand Proportionate Voting Shares.

Additional equity financing may be dilutive to Skhplders and could contain rights and preferenapsrior to
those of the Offered Shares issued pursuant toOtffiering. Debt financing may involve restrictions ahe
Company’s financing and operating activities. Débtaincing may be convertible into other securit@sthe
Company which may result in immediate or resultdition. In either case, additional financing magt be
available to the Company on acceptable terms alt.df the Company is unable to raise additionadds as needed,
the scope of its operations or growth may be redlacel, as a result, the Company may be unabldfibitiilong-
term goals. In this case, investors may lose afiast of their investment. Any default under suebtdnstruments
could have a material adverse effect on the Compemusiness or the results of operations.

Securities or Industry Analysts

The trading market for Common Shares could be émibed by the research and reports that industryoand
securities analysts may publish about the Compigmyausiness, the market or competitors. If anyhef analysts
who may cover the Company'’s business change teearmmendation regarding the Common Shares advemsely
provide more favourable relative recommendatiormialis competitors, the share price would likedglkhe. If any
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analyst who may cover the Company’s business vwemease coverage or fail to regularly publish repon the
Company, it could lose visibility in the financiatarkets, which in turn could cause the share poicérading
volume to decline.

Immediate Dilution

The Offering Price of the Offered Shares will sfagraintly exceed the net tangible book value perestad the
Offered Shares. Accordingly, a purchaser of Offe®dres in the Offering will incur immediate andstantial
dilution of his, her or its investment. If outstémgl options and warrants to purchase Common Slzaiecexercised
or securities convertible into Common Shares arwexded, additional dilution will occur.

Discretion in the Use of Proceeds

Management will have broad discretion concernirggube of the proceeds of the Offering, as welhastitming of
their expenditure. SedJse of ProceedsAs a result, purchasers will be relying on thdgment of Management for
the application of the proceeds of the Offering.nsigement may use the net proceeds of the Offemingpiys that
purchasers may not consider desirable. The reantisthe effectiveness of the application of thepieteeds are
uncertain. If the proceeds are not applied effetyivthe results of the Company’s operations mdfesu

U.S. Domestic Corporation for U.S. Federal Incomag Purposes

It is anticipated that the Company will be treatesla U.S. domestic corporation for U.S. federabine tax
purposes under Section 7874(b) of the Code. Asultret is anticipated that the Company will béjgat to U.S.
income tax on its worldwide income and that anyidéimds paid by the Company to Non-U.S. Holdersdéfsmed
in the discussion underCertain United States Tax Considerations — Non-W&ders) will be subject to U.S.
federal income tax withholding at a 30% rate orhslawver rate as provided in an applicable treatye Tompany
will continue to be treated as a U.S. domestic aation for U.S. federal tax purposes.

In addition, Section 382 of the Code contains rdfes limit for U.S. federal income tax purposes #bility of a
corporation that undergoes an “ownership changeititize its net operating losses (and certain otae attributes)
existing as of the date of such ownership changelet these rules, a corporation is treated as favad an
“ownership change™ if there is more than a 50%r@ase in stock ownership by one or more “five peaic
shareholders,” within the meaning of Section 382he Code, during a rolling three-year period. Tempany
does not have any net operating loss carry forwardgesearch and development credit carry forwasiof
December 31, 2017 that would be subject to Se&@aof the Code.

Furthermore, the Company will be subject to Canadieome tax on its worldwide income. Consequeritlys
anticipated that the Company will be liable forbdi.S. and Canadian income tax, which could haveaterial
adverse effect on its financial condition and rssaf operations.

Withholding Tax on Dividends

Dividends received by holders of Common Shares arkoresidents of Canada for purposes of the Taxulicbe
subject to U.S. withholding tax. A foreign tax citeadnder the Tax Act in respect of such U.S. withlimeg taxes
may not be available to such holder. S€ertain Canadian Federal Income Tax Consideratiohi®lders Resident
in Canada —Dividends on Common Shares

Dividends received by Non-Resident Holders of ComrBhares who are U.S. Holders will not be subjedt 1S.
withholding tax but will be subject to Canadian hhiblding tax. It is anticipated that the Companyl \be
considered to be a U.S. domestic corporation f@&. federal income tax purposes. As such, dividgaid by the
Company will be characterized as U.S. source inctim@urposes of the foreign tax credit rules unither Code.
See Certain United States Tax Consideratitins

A holder that is both a Non-Resident Holder and a WNn-U.S. Holder may be subject to (a) Canadian
withholding tax (see ‘Certain Canadian Federal Income Tax Considerations’), and (b) United States
withholding tax (see ‘Certain United States Tax Considerations’) on dividends received on the Common
Shares. Non-Resident Holders and Non-U.S. Holderbauld consult their own tax advisors with respecta the
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availability of any foreign tax credits or deductims in respect of any Canadian or United States wittolding
tax applicable to dividends on the Common Shares.

The foregoing discussion is subject in its entitetyhe summaries set forth i€értain Canadian Federal Income
Tax Consideratiorisand “Certain United States Tax Consideratitins

U.S. Tax Classification

The Company is treated as a U.S. domestic corporétr U.S. federal income tax purposes under 8eGtB74 of
the Code. As a U.S. domestic corporation for Ueflefal income tax purposes, the taxation of the gaomyis Non-
U.S. Holders upon a disposition of Common Shareeigdly depends on whether the Company is cladsdiea
United States real property holding corporatioh&RPHC") under the Code. The Company believes thatribis
currently, and has never been, a USRPHC. HowekierCompany has not sought and does not intendefo se
formal confirmation of its status as a non-USRPH&@T the IRS. If the Company ultimately is deternciriey the
IRS to constitute a USRPHC, its Non-U.S. Holdery tma subject to U.S. federal income tax on any gasociated
with the disposition of the Common Shares. Seertain United States Tax Consideratitns

MATERIAL CONTRACTS

This prospectus includes a summary descriptionedb material contracts. Each summary descripdisnloses
all attributes material to an investor in the Comn8hares but is not complete and is qualified lbgremce to the
terms of the material contracts, which will be dileith the Canadian securities regulatory autresiand available
on SEDAR at www.sedar.com under the Company’s lerofi

The following are the Company’s only material cants that will be in effect on Closing (other theertain
agreements entered into in the ordinary courseisiness):

(a) the Underwriting Agreement.
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS

Except as described below or elsewhere in thisperiss, there is no material interest, direct diréct, of: (i) any

director or executive officer of the Company; @)y person or Company that beneficially owns, articds or

directs, directly or indirectly, more than 10% detCommon Shares; or (iii) an associate or anyiaéfiof any

persons or companies referred to above in (i)iprifi any transaction within the three years beftdre date of this
prospectus that has materially affected or is neglsly expected to materially affect the Company.

LEGAL PROCEEDINGS AND REGULATORY ACTIONS

The Company is, from time to time, involved in legeoceedings of a nature considered normal tbutness. The
Company believes that none of the litigation in abthit is currently involved or have been involvedce the

beginning of the most recently completed finangielr, individually or in the aggregate, is matetial the

Company’s consolidated financial condition or résof operations.

EXEMPTION FROM NATIONAL INSTRUMENTS

In connection with the filing of this prospectubgtCompany has applied to the Canadian provineelirities
regulatory authorities for an exemption from thevisions of NI 41-101 relating to restricted seteas.

In connection with the Offering, the Company hasoahpplied for exemptive relief from the requiretsennder
Part 10 of National Instrument 51-102 Gentinuous Disclosure Obligationgnd from the requirements under
Parts 2 and 3 of OSC Rule 56-501Restricted SharesSuch exemptive relief is required prior to theusnce of a
receipt for the final prospectus.
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EXPERTS

Certain legal matters relating to the Offering vi# passed upon by DLA Piper (Canada) LLP and b Piper
LLP (US) on behalf of the Company, and by Stikendiott LLP and Goodwin Procter LLBn behalf of the
Underwriters. As at the date hereof, the partnads associates of each of DLA Piper (Canada) LLPAMiper
LLP (US), Stikeman Elliott LLP and Goodwin ProcterP, as respective groups, beneficially own, disectr

indirectly, less than 1% of the outstanding Comr8bares.

AUDITOR, TRANSFER AGENT AND REGISTRAR

The independent auditor of the Company is MNP LoRated at 111 Richmond Street West, Suite 300orTtor
ON M5H 2G4, and has confirmed that it is independeinthe Company within the meaning of the Rules of
Professional Conduct of the Institute of ChartdPeafessional Accountants.

The transfer agent and registrar for the CommoneStia Odyssey Trust Company, located at 350 -5308venue
SW, Calgary, Alberta.

ENFORCEMENT OF JUDGEMENTS

All of the Company’s operations and assets aretdéacautside of Canada and its directors and offjdacluding its
Chief Executive Officer and Chief Financial Officeeside outside of Canada. Although the direcémd officers
who reside outside of Canada have appointed DLAerP{Canada) LLP, 2800 Park Place, 666 Burrard St,
Vancouver, BC V6C 2Z7, Canada, as their agent éovise of process in Canada, it may not be posdile
investors to enforce against such person’s judg&soigained in Canadian courts predicated on thiel@bility
provisions of applicable securities laws in Canddsestors are advised that it may not be posdinieéhem to
enforce judgments obtained in Canada against arspper company that is incorporated, continuedtberwise
organized under the laws of a foreign jurisdictaresides outside of Canada, even if the partyapap®inted an
agent for service of process.

RIGHTS OF WITHDRAWAL AND RESCISSION

Securities legislation in certain of the provincdsCanada provides purchasers with the right ttndvaw from an
agreement to purchase securities. This right magxXaecised within two business days after receiptieemed
receipt of a prospectus and any amendment. In @keokthe provinces, the securities legislatiorttfer provides a
purchaser with remedies for rescission or, in s@msdictions, revisions of the price or damagethéd prospectus
and any amendment contains a misrepresentatierantidelivered to the purchaser, provided that¢needies for
rescission, revisions of the price or damages »eecesed by the purchaser within the time limitgqorébed by the
securities legislation of the purchaser’s provin€be purchaser should refer to any applicable grons of the
securities legislation of the purchaser’s provifarethe particulars of these rights or consult véitlegal advisor.
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Independent Auditors’ Report

To the Shareholders of Stanley Brothers Holdings Inc.:

We have audited the accompanying financial statements of Stanley Brothers Holdings Inc., (the “Company”),
which comprise the statement of financial position as at May 18, 2018 and a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Canadian generally accepted auditing standards. Those standards require that we
comply with ethical requirements and plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes assessing the
appropriateness of accounting principles used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe the audit evidence obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the
Company as at May 18, 2018, in accordance with International Financial Reporting Standards.

MNP tep

Toronto, Ontario Chartered Professional Accountants
June 24, 2018 Licensed Public Accountants

MNP
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Stanley Brothers Holdings Inc.
Statement of Financial Position

As at May 18, 2018

(in Canadian Dollars)

Assets
Cash

Shareholders' Equity

Share capital (Note 3)

The accompanying notes are an integral part of these financial statements.

Approved by the Board: /S/ William West /S/ John Held

Director (Signed) Director (Signed)
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Stanley Brothers Holdings Inc.
Notes to the Financial Statements
May 18, 2018

(In Canadian Dollars)

1. INCORPORATION AND NATURE OF BUSINESS

Stanley Brothers Holdings Inc. (the "Corporation") was incorporated under the Business
Corporations Act (British Columbia) on May 18, 2018.

The head office and the registered head office of the Corporation is located at 2800 Park Place,
666 Burrard St, Vancouver, British Columbia V6C 227, Canada.

On June 24, 2018, the Board of Directors approved these financial statements.

2, SIGNIFICANT ACCOUNTING POLICIES
Statement of Compliance

The financial statements have been prepared in accordance with the International Financial
Reporting Standards ("IFRS") issued by the International Accounting Standards Board ("IASB") and
Interpretations of the International Financial Reporting Interpretations Committee ("IFRIC").

Basis of Presentation

The financial statements are presented in Canadian dollars ("CAD"). The Corporation's ongoing
functional and presentation currency will be in United States dollars (“USD”). The financial
statements are prepared on a historical cost basis except for certain financial instruments classified
as fair value through profit or loss ("FVPTL"), which are stated at their fair value. The accounting
policies have been applied consistently throughout the entire period presented in these financial
statements.

Statement of Changes in Equity

The Statement of Changes in Equity has not been included in these financial statements as they
only include the opening Statement of Financial Position at the date of incorporation.

Statement of Operations and Comprehensive Income

The Statement of Operations has not been included in these financial statements as they only
include the opening Statement of Financial Position at the date of incorporation.

Statement of Cash Flows

The Statement of Cash Flows has not been included in these financial statements as they only
include the opening Statement of Financial Position at the date of incorporation.
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Stanley Brothers Holdings Inc.
Notes to the Financial Statements
May 18, 2018

(In Canadian Dollars)

Earnings and Loss Per Share

Basic earnings and loss per common share is determined by dividing loss attributable to common
shareholders by the weighted average number of common shares outstanding during the period.
Diluted loss per common share is calculated in accordance with the treasury stock method and is
based on the weighted average number of common shares and dilutive common share equivalents
outstanding.

Financial Instruments

All financial instruments are recorded initially at fair value. In subsequent periods, all financial
instruments are measured based on the classification adopted for the financial instrument: held to
maturity, loans and receivables, fair value through profit or loss ("FVTPL"), available for sale,
FVTPL liabilities or other liabilities.

FVTPL assets and liabilities are subsequently measured at fair value with the change in the fair
value recognized in net income (loss) during the period.

Held to maturity assets, loans and receivables, and other liabilities are subsequently measured at
amortized cost using the effective interest rate method.

Available for sale assets are subsequently measured at fair value with the changes in fair value
recorded in other comprehensive income (loss), except for equity instruments without a quoted
market price in an active market and whose fair value cannot be reliably measured, which are
measured at cost.

The Corporation has classified its financial instruments as follows:

Financial Instrument Classification
Cash Loans and receivables

Additional fair value measurement disclosure includes classification of financial instrument fair
values in a fair value hierarchy comprising three levels reflecting the significance of the inputs used
in making the measurements which are as follows:

Level 1: Valuations based on quoted prices (unadjusted) in active markets for identical assets or
liabilities;

Level 2: Valuations based on directly or indirectly observable inputs in active markets for similar
assets or liabilities, other than Level 1 prices, such as quoted interest or currency exchange rates;
and

Level 3: Valuations based on significant inputs that are not derived from observable market data,
such as discounted cash flow methodologies based on internal cash flow forecasts.

There are no financial instruments measured at fair value on the balance sheet.
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Stanley Brothers Holdings Inc.
Notes to the Financial Statements
May 18, 2018

(In Canadian Dollars)

Income Taxes

Current income tax assets and liabilities are measured at the amount expected to be recovered from
or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted by the end of the reporting period. Current tax assets and
current tax liabilities are only offset if a legally enforceable right exists to set off the amounts, and the
intention is to settle on a net basis, or to realize the asset and settle the liability simultaneously.
Current income tax relating to items recognized directly in equity is recognized in equity and not in the
statement of operations and comprehensive income.

Deferred income tax is provided using the balance sheet method on temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred income tax liabilities are recognized for all taxable temporary
differences and deferred income tax assets are recognized for all deductible temporary differences,
carry forward of unused tax credits and unused tax losses. Deferred tax assets and liabilities are
measured using substantively enacted tax rates expected to be recovered or settled. Deferred tax
assets are recognized to the extent that realization of such benefits is probable.

Estimates

The preparation of financial statements in conformity with IFRS accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, and the reported amounts of revenues and expenses during the period. Actual results
could differ from those estimates used in the financial statements. The Company does not have any
significant estimates or assumptions impacting the financial statements as at and for the one-day
period ending May 18, 2018.

New Accounting Standards, Amendments and Interpretations Not Yet Adopted

The standards and interpretations that have been issued, but are not yet effective, up to the date of
the issuance of these consolidated financial statements are discussed below. If applicable, the
Company intends to adopt these standards on the required effective date.

IFRS 9, “Financial Instruments: Classification and Measurement’, addresses the classification,
measurement and derecognition of financial assets and financial liabilities, introduces new rules for
hedge accounting and a new impairment model for financial assets. The Company adopted the new
standard on May 18, 2018.

The Company assessment of the new guidance was determined to not have a significant
impact on the classification and measurement of its financial instruments for the following
reasons:

e The Company does not currently hold any financial assets that would be accounted for
differently under the new standard;

e The Company does not currently have any outstanding hedges that would require
reassessment under the updated hedge accounting rules.
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Stanley Brothers Holdings Inc.
Notes to the Financial Statements
May 18, 2018

(In Canadian Dollars)

The new impairment model requires the recognition of impairment provisions based on expected
credit losses rather than only incurred credit losses as is the case under IAS 39. This will apply to
the Company’s trade and other receivables. The Company does not expect the financial
performance or disclosure to be materially affected by the application of the standard.

In May 2014, the IASB issued IFRS 15, “Revenue from Contracts with Customers” (IFRS 15), which
replaces IAS 18 “Revenue”, IAS 11 “Construction Contracts” and several revenue-related
interpretations. IFRS 15 establishes a new model for revenue earned from a contract with a
customer. Specific guidance is given on identifying separate performance obligations in the contract
and allocating the transaction price to the separate performance obligations in an amount that
reflects total consideration expected during the term of the contract. In addition, the standard
requires additional disclosures about the nature, amount, timing and uncertainty of revenue and
related cash flows. This standard is effective for annual periods beginning on or after January 1,
2018.

The Company adopted the new standard on incorporation on May 18, 2018 and accordingly there
are no comparative figures. The Company does not currently have any revenues.

The Company reviewed its accounting policies and practices to identify potential differences that
would result from applying the guidance. The new guidance requires the Company to estimate
variable consideration and include in revenue amounts for which it is probable that a significant
revenue reversal will not occur. The Company’s assessment of the impact determined that the
adoption of the guidance did not have a material impact on the timing or measurement of the
Company’s revenue recognition.

In January 2016, the IASB issued IFRS 16, “Leases” which replaces IAS 17 “Leases” and its
associated interpretative guidance. Leases will be recorded in the statement of financial position in
the form of a right-of-use assets and a lease liability. This standard is effective for annual periods
beginning on or after January 1, 2019, with earlier adoption permitted. The Company is currently
evaluating the impact of these new standards, interpretations and amendments on its consolidated
financial statements.

In June 2016, the International Accounting Standards Board (IASB) issued amendments to IFRS 2
to clarify how to account for certain types of share-based payment transactions. The amendments
provide requirements on the accounting for:

e The effects of vesting and non-vesting conditions on measurement of cash-settled share-
based payments;

e Share-based payment transactions with a net settlement feature for withholding tax
obligations; and

e A modification to the terms and conditions of a share-based payment that changes the
classification of the transaction from cash-settled to equity-settled.

The amendments to IFRS 2 are effective prospectively for annual periods beginning on or after
January 1, 2018. The Company has adopted the standard and there were no changes to its current
recognition policies.

In January 2016, the International Accounting Standards Board (IASB) issued amendments to IAS

12, which were incorporated into Part | of the CPA Canada Handbook — Accounting by the
Accounting
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Stanley Brothers Holdings Inc.
Notes to the Financial Statements
May 18, 2018

(In Canadian Dollars)

Standards Board (AcSB) in April 2016. The amendments clarify how to account for deferred tax
assets related to debt instruments measured at fair value.

The amendments clarify the following aspects around the recognition of deferred tax assets for
unrealized losses:

e Decreases in the carrying amount of a fixed-rate debt instrument for which the principal is paid
on maturity give rise to a deductible temporary difference if the debt instrument is measured at
fair value and its tax base remains at cost.

e An entity’s estimate of future taxable profit may include amounts from assets it expects to
recover in excess of their carrying amounts if there is sufficient evidence that it is probable the
entity will achieve this.

¢ An entity’s estimate of future taxable profit excludes tax deductions resulting from the reversal
of deductible temporary differences.

e An entity assesses whether to recognize the tax effect of a deductible temporary difference as
a deferred tax asset in combination with other deferred tax assets. If tax law restricts the
utilization of tax losses so that an entity can only deduct tax losses against income of a
specified type(s) (e.g. if it can deduct capital losses only against capital gains), the entity must
still recognize a deferred tax asset in combination with other deferred tax assets, but only with
deferred tax assets of the appropriate type.

The amendments to IAS 12 are effective prospectively for annual periods beginning on or after

January 1, 2017. The Company has adopted the standard and there were no changes to its current
recognition policies.

3. SHARE CAPITAL

Authorized:
Unlimited common shares

Unlimited preferred shares, issuable in series

Issued:

1 common share $ 1

4, FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Capital Management

The Corporation's objective when managing capital is to maintain its ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders.

The Corporation includes equity, comprised of share capital and retained earnings, in the definition
of capital.
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Stanley Brothers Holdings Inc.
Notes to the Financial Statements
May 18, 2018

(In Canadian Dollars)

The Corporation's primary objective with respect to its capital management is to ensure that it has
sufficient cash for the funding of the operations of the business. To secure the additional capital
necessary to pursue these plans, the Corporation may attempt to raise additional funds through the
issuance of equity.

The proceeds raised from the issuance of common shares may only be used for operations of its
business and its subsidiaries, if any.

Risk Disclosures and Fair Values

The Corporation's financial instruments, consisting of cash held in trust and accounts payable and
accrued liabilities approximate fair value due to the relatively short-term maturity of the instruments.
It is management's opinion that the Corporation is not exposed to significant interest, currency or
credit risks arising from these financial instruments.

5. RELATED PARTY TRANSACTIONS

There was no remuneration paid to key management personnel during the period ended May 18,
2018.
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CWB HOLDINGS, INC.
CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2017 AND 2016
(Expressed in US Dollars)
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INDEPENDENT AUDITORS’ REPORT

Independent Auditors’ Report

To the Shareholders of CWB Holdings Inc.:

We have audited the accompanying consolidated financial statements of CWB Holdings Inc. and its
subsidiaries, (the “Company”), which comprise the consolidated statements of financial position as at
December 31, 2017 and 2016, the consolidated statements of comprehensive loss, changes in shareholders’
equity and cash flows for the years ended December 31, 2017 and 2016, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform an audit to obtain
reasonable assurance whether the consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes assessing the appropriateness of accounting principles used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the consolidated financial statements.

We believe the audit evidence obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2017 and 2016, and its financial performance and its cash flows
for the years ended December 31, 2017 and 2016, in accordance with International Financial Reporting
Standards.

Toronto, Ontario Chartered Professional Accountants
June XX, 2018 Licensed Public Accountants
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CWB HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In thousands of United States dollars)

December 31,

December 31,

2017 2016
ASSETS
Current assets:
Cash 7,056 1,090
Trade and other receivables (note 4) 2,129 849
Inventories (note 6) 4,808 3,323
Prepaid expenses and other current assets 436 206
14,429 5,468
Non-current assets:
Property and equipment (note 7) 3,373 1,429
Deferred tax assets (note 13) 549 403
Loan due from related party (note 5) 107 107
Other long-term assets (note 2(k)) 996 866
19,454 8,273
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable 948 444
Accrued liabilities 3,343 1,344
Deferred revenue 490 430
Income taxes payable 157 730
Convertible note and derivative liability (note 9 and 18) 1,040 -
Current portion of notes payable (note 10) 15 64
Current portion of finance lease obligations (note 8) 299 99
6,292 3,111
Non-current liabilities:
Long-term note payable (note 10) 28 313
Long-term finance lease obligations (note 8) 397 57
Deferred rent 98 88
6,815 3,569
Shareholders' equity:
Share capital (note 11) 5,835 5,835
Contributed surplus (note 11) 787 327
Shares to be issued - -
Retained earnings (deficit) 6,017 (1,458)
12,639 4,704
19,454 8,273

Commitments (note 8, 9,10)

Approved by the Board of Directors

Director (signed)

Director (signed)
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CWB HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF INCOME AND OTHER COMPREHENSIVE INCOME
(In thousands of United States dollars)

Years ended December 31,

2017 2016
Revenue S 40,007 S 14,730
Cost of sales (note 12) 10,064 5,121
Gross profit 29,943 9,609
Operating expenses:
General and administrative (note 12) 11,472 5,105
Sales and marketing (note 12) 5,941 3,075
Research and development 508 449
17,921 8,629
Operating income 12,022 980
Financing costs (notes 8,9 and 10) (247) (39)
Interest income 20 -
Income before taxes 11,795 941
Income taxes (note 13) (4,320) (327)
Net income and comprehensive income S 7475 S 614
Weighted average number of common shares - basic (note 11) 8,805,409 8,924,006
Weighted average number of common shares - diluted (note 11) 9,443,346 9,561,969
Earnings per share - basic (note 11) S 0.85 S 0.07
Earnings per share - diluted (note 11) S 0.79 S 0.06
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CWB HOLDINGS, INC.

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
(In thousands of United States dollars)

Share Contributed Shares to be Retained
Year ended December 31,2016 capital surplus issued - $ (deficit) Total
Balance - December 31, 2015 S 4,836 S 4 S 445 S (2,072) S 3,213
Sale of common shares 1,000 - (445) - 555
Repurchase of common shares (1) - - - (1)
Share-based compensation expense - 323 - - 323
Net income - - - 614 614
Balance - December 31, 2016 S 5,835 S 327 S - S (1,458) S 4,704

Retained

Share Contributed Shares to be earnings
Year ended December 31, 2017 capital surplus issued - S (deficit) Total
Balance - December 31, 2016 S 5,835 S 327 S - S (1,458) S 4,704
Exercise of common share options - - - - -
Share-based compensation expense - 460 - - 460
Net income - - - 7,475 7,475
Balance - December 31, 2017 S 5,835 S 787 S - S 6,017 S 12,639
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CWB HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of United States dollars)

Years ended December 31,

2017 2016
Cash flows from operating activities:
Net income 7,475 S 614
Items notinvolving cash:
Depreciation 696 242
Loss from change in fair value of biological assets 816 95
Accretion on convertible note 145 -
Loss from change in fair value of convertible note (90) -
Allowance for doubtful accounts 50 24
Obsolete inventory 76 369
Deferred rent 10 88
Stock-based compensation 460 323
Loss on disposal of property and equipment 4 41
Deferred income taxes (146) (403)
Changes in working capital:
Accounts receivable (1,330) (724)
Inventory (2,377) (2,134)
Prepaid expenses and other current assets (230) (168)
Accounts payable 504 (38)
Accrued liabilities 1,999 820
Income taxes payable (573) 730
Deferred revenue 60 142
7,549 21
Cash flows from investing activities:
Purchases of property and equipment (1,922) (847)
Other long-term assets (445) 183
(2,367) (664)
Cash flows from financing activities:
Payments on notes payable (14) (8)
Payments on finance lease obligations (240) (92)
Proceeds from sale of common stock - 555
Proceeds from convertible note 1,000 -
Proceeds from note payable 38 358
Purchase of treasury stock - (1)
784 812
Increasein cash and cash equivalents 5,966 169
Cash and cash equivalents, beginning of year 1,090 921
Cash and cash equivalents, end of year 7,056 S 1,090
Supplemental disclosures of cash flow information:
Cash paid for interest 133 S 28
Supplemental disclosure of non-cash investing and financing activities:
Purchase equipment through financing lease (722) -
Note payable converted to financing lease (358) -
Deposit applied to financing lease 300 -
Loan issuance costs 15 -
Issuance of common stock upon note conversions - 2,858
Issuance of common stock upon license agreement settlement - 2,500
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CWB HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2017 and 2016

1.

Company overview

(a)

(b)

Organization

CWB Holdings, Inc. (the “Company”) was incorporated under the laws of Colorado, United States. The
Company was initially on formed December 8, 2013 under the name Stanley Brothers Social Enterprises,
LLC, and on June 19, 2015 changed its name to CWB Holdings, LLC. On December 30, 2015 the Company
converted from an LLC to a C-Corp and changed its name to CWB Holdings, Inc.

The head office of the Company is located at 2425 55" Street, Suite 200, Boulder, Colorado 80301.

The Company has one wholly owned subsidiary which operates under the name of Stanley Brothers
Social Enterprises, LLC (“SBSE”).

Nature of operations

The Company is a market leader in the production and distribution of innovative hemp-based, CBD
wellness products. Through its vertically integrated business model, the Company strives to improve
customers’ lives and meet their demands for stringent product quality, efficacy and consistency. The
Company does not produce or sell medicinal or recreational marijuana or products derived therefrom.

The Company’s products are made from high quality and proprietary strains of whole-plant hemp
extracts containing a full spectrum of phytocannabinoids, including CBD, terpenes, flavonoids and
other minor but valuable hemp compounds. The Company believes the presence of these various
compounds work synergistically to heighten the effects of the products, making them superior to
single-compound CBD isolates.

Hemp extracts are produced from Industrial Hemp, which is defined as Cannabis with less than 0.3%
THC. THC causes psychoactive effects when consumed and is typically associated with marijuana (i.e.
Cannabis with high-THC content). The Company does not produce or sell medicinal or recreational
marijuana or products derived from high-THC Cannabis/marijuana plants. Industrial Hemp products
have no psychoactive effects.

The Company’s current product categories include tinctures (liquid product), capsules and topical
products. Planned product categories include powdered supplements, beverage, sport and
professional (dedicated health care practitioner products). The Company’s products are distributed
through its e-commerce website, select wholesalers and a variety of brick and mortar retailers.

The Company grows its proprietary hemp on farms leased in northeastern Colorado and sources high-
quality hemp through contract farming operations in Kentucky and Oregon.
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CWB HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2017 and 2016

2.

Basis of preparation

(a)

(b)

(c)

(d)

Statement of compliance

The consolidated financial statements of the Company have been prepared in accordance with
International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards
Board (IAS).

The consolidated financial statements for the years ended December 31,2017 and 2016 were approved
and authorized for issue by the board of directors on June , 2018.

Measurement basis

The consolidated financial statements have been prepared mainly on a historical cost basis. Other
measurement bases used are described in the applicable notes.

Basis of consolidation

The Company’s financial statements consolidate those of the parent company and its wholly owned
subsidiary, SBSE, as of December 31, 2017 and 2016. Inter-company balances and transactions are
eliminated in preparing the consolidated financial statements. The accounting policies of the subsidiary
are consistent with the Company’s policies.

Critical accounting estimates and judgments

The preparation of consolidated financial statements in conformity with IFRS requires management to
make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any future
periods affected.

i Biological assets and inventory

In calculating the value of the biological assets and inventory, management is required to
make a number of estimates, including estimating the stage of growth of the industrial hemp
plants to the point of harvest, harvesting costs, and selling costs. In calculating final inventory
values, management is required to determine an estimate of obsolete inventory and
compares the inventory cost to estimated net realizable value to determine if additional
provision is required.

ii. Useful lives of depreciable assets

In calculating the depreciation expense, management is required to make estimates of the
expected useful lives of property and equipment.

iii. Share-based compensation
The Company uses the Black-Scholes option-pricing model to determine the grant date fair

value of share-based compensation. The following assumptions are used in the model:
expected volatility; expected option life; risk-free interest rate and fair value.
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CWB HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2017 and 2016

Changes to assumptions used to determine the grant date fair value of share-based
compensation awards can affect the amounts recognized in the consolidated financial
statements.

(e) Functional and presentation currency
The consolidated financial statements are presented in United States dollars, which is the functional
currency of the Company and its subsidiary. All financial information is presented in United States
dollars and has been rounded to the nearest thousand.

(f) Current versus non-current classification

The Company presents assets and liabilities in the statements of financial position based on
current/non-current classification. An asset is current when it is:

e Expected to be realized or intended to be sold or consumed in the normal operating cycle;

e Held primarily for the purpose of trading;

e Expected to be realized within twelve months after the reporting period; or

e Cash or cash equivalent, unless restricted from being exchanged or used to settle a liability for
at least twelve months after the reporting period.

All other assets are classified as non-current.
A liability is current when:
e [tis expected to be settled in the normal operating cycle;
e [tis held primarily for the purpose of trading;
e [tis due to be settled within twelve months after the reporting period; or
e There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.
All other liabilities are classified as non-current.
Deferred income tax assets and liabilities are classified as non-current assets and liabilities.
3. Summary of significant accounting policies
(a) Cash and cash equivalents
The Company considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. The Company did not have any cash equivalents as of December 31,

2017 or 2016. The Company maintains its cash in accounts that, at times, may exceed federally insured
limits. The Company has not experienced any losses in such accounts.
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CWB HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2017 and 2016

(b)

(c)

(d)

(e)

Biological assets

Biological assets, consisting of industrial hemp plants, are measured at fair value less costs to sell up to
the point of harvest. Determination of the fair values of the biological assets requires the Company to
make assumptions about how market participants assign fair values to these assets. These assumptions
primarily relate to the level of effort required to bring the industrial hemp plants up to the point of
harvest, sales price and expected remaining future yields for the industrial hemp plants.

Inventories

Inventories are stated at the lower of cost and net realizable value. Net realizable value is the estimated
selling price in the ordinary course of business less any applicable selling expenses. Cost includes all
expenses directly attributable to the manufacturing process as well as suitable portions of related
production overheads, based on normal operating capacity. Cost is determined by use of the first-in,
first-out method. The Company periodically reviews the value of items in inventory and provides write-
downs or write-offs of inventory based on its assessment of market conditions.

Inventories of harvested hemp are transferred from biological assets at their fair value less cost to sell
at harvest, which becomes deemed cost. Any subsequent post-harvest costs are capitalized to
inventory to the extent that the cost is less than the net realizable value.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation. Construction-in-process
assets are capitalized during construction and depreciation commences when the asset is available for
use. Repair and maintenance costs are recognized in profit and loss as incurred unless the recognition
criteria for capitalization are satisfied, and it substantially changes the useful life of an asset.

Depreciation is calculated on the straight-line basis over the following estimated useful lives of the
assets:

Assets Years
Software 3-5 years
Vehicles 5-7 years
Equipment 3-10years
Furniture and fixtures 2-7 years

Leasehold improvements  Shorter of useful life or term of lease
Leases
Leases are classified as either finance or operating in nature. Management applies judgment in
considering the substance of a lease agreement and whether it transfers substantially all the risks and
rewards incidental to ownership of the leased asset.
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments under an operating lease (net of any incentives received

from the lessor) are recognized on a straight-line basis over the period of the lease.

Assets acquired under finance leases are measured at the lower of the present value of the minimum
lease payments or the fair value of the leased asset at the inception of the lease. Subsequent to initial
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CWB HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 2017 and 2016

(f)

(8)

(h)

recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset.
Obligations recorded under finance leases are reduced by the principal portion of lease payments. The
imputed interest portion of lease payments is charged to finance costs.

Revenue recognition

The Company recognizes revenue when products are shipped, the customer takes ownership and
assumes risk of loss, collection of the relevant receivable is probable, persuasive evidence of an
arrangement exists and the sales price is fixed or determinable. Freight revenue is generally exempt
from state sales taxes. Sales tax collected from customers and remitted to governmental authorities
are accounted for on a net basis and therefore are excluded from revenues in the statements of
income.

Research and development

Research costs are expensed as incurred. Development costs are also expensed unless they meet
specific criteria related to technical, market and financial feasibility, in which case they are deferred
and amortized to operations using the straight-line method over the economic life of the product from
the date of completion of the project.

Income taxes

Income tax expenses are comprised of current and deferred tax. Current tax is the expected tax payable
or receivable on the taxable income or loss for the year, using the tax rates enacted or substantially
enacted at the reporting date.

Deferred tax is recognized for the future tax consequences attributable to temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amount
used for taxation purposes. Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the year when the asset is realized, or the liability is settled. The effect on deferred
tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the
enactment dates. The Company recognizes the effect of income tax positions only if those positions
are more likely than not of being sustained. Changes in recognition or measurement are reflected in
the period in which the change in judgment occurs.

The Company records interest related to unrecognized tax benefits in interest expense and penalties
in general and administrative expenses.

Share-based compensation

The Company has a share option plan for employees (including officers), consultants and directors from
which options to purchase common shares of the Company are issued. Share-based compensation
costs are accounted for on a fair value basis, as measured at the grant date.

All share-based remuneration is ultimately recognized as an expense in profit or loss with a
corresponding credit to contributed surplus. If vesting periods or other vesting conditions apply, the
expense is allocated over the vesting period, based on the best available estimate of the number of
share options expected to vest. Any adjustment to cumulative share-based compensation resulting
from a revision is recognized in the current period. The number of vested options ultimately exercised
by holders does not impact the expense recorded in any period.
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(i)

(k)

U]

Upon exercise of share options, the proceeds received, net of any attributable transaction costs, are
allocated to share capital up to the nominal (or par) value of the shares issued with any excess being
recorded as contributed surplus.

Earnings per share

Basic earnings per share is computed by dividing net income by the weighted average number of
common shares outstanding during the reporting period. Diluted earnings per share is computed
similar to basic earnings per share, except the weighted average number of common shares
outstanding are increased to include additional shares from the assumed exercise of share options, if
dilutive.

Long-lived assets

Long-lived assets, such as property and equipment, are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of long-lived assets is measured by comparison of their carrying amounts to future
undiscounted net cash flows expected to be generated from the operation and sale of the long-lived
assets. If such assets are considered impaired, the impairment to be recognized is measured by the
amount in which the carrying amount of the long-lived assets exceeds their fair values. No impairment
was recorded for the years ended December 31, 2017 or 2016.

Other long-term assets consist of long-term deposits on various leases for equipment and premises.
Financial instruments

Recognition, initial measurement and derecognition

Financial assets and financial liabilities are recognized when the Company becomes a party to the
contractual provisions of the financial instrument and are measured initially at fair value adjusted for
transaction costs, except for those carried at fair value through profit or loss which are measured
initially at fair value. Subsequent measurement of financial assets and financial liabilities is described
below.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and substantially all the risks and rewards are transferred. A financial

liability is derecognized when it is extinguished, discharged, cancelled, or expires.

Classification and subsequent measurement of financial assets and liabilities

For the purpose of subsequent measurement of financial assets and liabilities, other than those
designated and effective as hedging instruments, are classified into the following categories upon initial
recognition:

e loans and receivables

e other liabilities

o financial assets at fair value through profit or loss (FVTPL)
¢ held-to-maturity (HTM) investments

e available-for-sale (AFS) financial assets
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All financial assets are reviewed for impairment at least at each reporting date to identify whether
there is any objective evidence that a financial asset or a group of financial assets is impaired.

All income and expenses relating to financial assets that are recognized in profit or loss are presented
within finance costs, finance income, or other financial items, except for impairment of trade
receivables which is presented within operating expenses.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. After initial recognition, these are measured at amortized cost using
the effective interest method, less provision for impairment. Discounting is omitted where the effect
of discounting is immaterial. The Company’s cash and cash equivalents, trade and most other
receivables fall into this category of financial instruments.

Individually significant receivables are considered for impairment when they are past due or when
other objective evidence is received that a specific counterparty will default. Receivables that are not
considered to be individually impaired are reviewed for impairment in groups, which are determined
by reference to the industry and region of the counterparty and other shared credit risk characteristics.
The impairment loss estimate is then based on recent historical counterparty default rates for each
identified group.

Other liabilities
Financial liabilities are measured subsequently at amortized cost using the effective interest method.
The Company’s financial liabilities include convertible note, notes payable, finance lease obligation,

accounts payable and accrued liabilities.

The following is a summary of the classification the Company has applied to each of its significant
categories of financial instruments outstanding:

Financial instrument Classification

Cash Loans and receivables
Trade and other receivables Loans and receivables
Related party loans Loans and receivables
Accounts payable and accrued liabilities Other liabilities
Obligations under finance lease Other liabilities

Notes payable Other liabilities

Financial assets at fair value through profit or loss (FVTPL)

Financial assets at FVTPL include financial assets that are either classified as held for trading or that
meet certain conditions and are designated at FVTPL upon initial recognition. All derivative financial
instruments fall into this category, except for those designated and effective as hedging instruments,
for which the hedge accounting requirements apply. Assets in this category are measured at fair value
with gains or losses recognized in profit or loss. The fair values of financial assets in this category are
determined by reference to active market transactions or using a valuation technique where no active
market exists.
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HTM investments

HTM investments are non-derivative financial assets with fixed or determinable payments and fixed
maturity other than loans and receivables. Investments are classified as HTM if the Company has the
intention and ability to hold them until maturity. HTM investments are measured subsequently at
amortized cost using the effective interest method. If there is objective evidence that the investment
is impaired, determined by reference to external credit ratings, the financial asset is measured at the
present value of estimated future cash flows. Any changes in the carrying amount of the investment,
including impairment losses, are recognized in profit or loss.

AFS financial assets

AFS financial assets are non-derivative financial assets that are either designated to this category or do
not qualify for inclusion in any of the other categories of financial assets.

All other AFS financial assets are measured at fair value. Gains and losses are recognized in other
comprehensive income and reported within the AFS reserve within equity, except for interest and
dividend income, impairment losses and foreign exchange differences on monetary assets, which are
recognized in profit or loss. When the asset is disposed of or is determined to be impaired, the
cumulative gain or loss recognized in other comprehensive income is reclassified from the equity
reserve to profit or loss. Interest calculated using the effective interest method and dividends are
recognized in profit or loss within finance income. Reversals of impairment losses for AFS debt
securities are recognized in profit or loss if the reversal can be objectively related to an event occurring
after the impairment loss was recognized. For AFS equity investments, impairment reversals are not
recognized in profit loss and any subsequent increase in fair value is recognized in other comprehensive
income.

(m) Share capital

(n)

(o)

Share capital represents the nominal (par) value of shares that have been issued.

Contributed surplus includes any premiums received on issue of share capital. Any transaction costs
associated with the issuing of shares are deducted from share premium, net of related income tax
benefits.

Convertible note payable

The proceeds received on issue of the Company’s convertible note payable have been recorded as a
liability on the consolidated statement of financial position. The convertible note payable contains an
embedded derivative. The Company has designated the derivative as a financial liability at fair value
through profit or loss. The Company revalues the convertible derivative liability using recent arm’s
length market transactions and option pricing models at each reporting period.

Segments

The Company operates in one segment, hemp-based, CBD wellness products.

All property and equipment are located in the United States.

Revenues were principally generated in the United States during the years ended December 31, 2017
and 2016, except for $1,987 and $1,101, respectively, that were generated outside the United States.
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(p) Future accounting standards issued but not yet effective
The standards and interpretations that have been issued, but are not yet effective, up to the date of
the issuance of these consolidated financial statements are discussed below. If applicable, the

Company intends to adopt these standards on the required effective date.

IFRS 9, “Financial Instruments: Classification and Measurement”

IFRS 9, “Financial Instruments: Classification and Measurement”, addresses the classification,
measurement and derecognition of financial assets and financial liabilities, introduces new rules for
hedge accounting and a new impairment model for financial assets. The Company adopted the new
standard on January 1, 2018.

The Company assessment of the new guidance was determined to not have a significant impact
on the classification and measurement of its financial instruments for the following reasons:

e The Company does not currently hold any financial assets that would be accounted for
differently under the new standard;

e The Company does not currently have any outstanding hedges that would require reassessment
under the updated hedge accounting rules.

The new impairment model requires the recognition of impairment provisions based on expected
credit losses rather than only incurred credit losses as is the case under IAS 39. This will apply to the
Company’s trade and other receivables. The Company does not expect the financial performance or
disclosure to be materially affected by the application of the standard.

IFRS 15, “Revenue from Contracts with Customers”

In May 2014, the IASB issued IFRS 15, “Revenue from Contracts with Customers” (IFRS 15), which
replaces IAS 18 “Revenue”, IAS 11 “Construction Contracts” and several revenue-related
interpretations. IFRS 15 establishes a new model for revenue earned from a contract with a customer.
Specific guidance is given on identifying separate performance obligations in the contract and
allocating the transaction price to the separate performance obligations in an amount that reflects
total consideration expected during the term of the contract. In addition, the standard requires
additional disclosures about the nature, amount, timing and uncertainty of revenue and related cash
flows. This standard is effective for annual periods beginning on or after January 1, 2018.

The Company adopted the new standard on January 1, 2018 using the modified retrospective method,
without restatement of the comparative figures. The Company’s contracts are primarily short-term in
nature and generally do not include significant multiple deliverables.

The Company reviewed its accounting policies and practices to identify potential differences that would
result from applying the guidance. The new guidance requires the Company to estimate variable
consideration and include in revenue amounts for which it is probable that a significant revenue
reversal will not occur. The Company’s assessment of the impact determined that the adoption of the
guidance did not have a material impact on the timing or measurement of the Company’s revenue
recognition.
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IFRS 16, “Leases”

In January 2016, the IASB issued IFRS 16, “Leases” which replaces IAS 17 “Leases” and its associated
interpretative guidance. Leases will be recorded in the statement of financial position in the form of a
right-of-use assets and a lease liability. This standard is effective for annual periods beginning on or
after January 1, 2019, with earlier adoption permitted. The Company is currently evaluating the impact
of this new standard, interpretations and amendments on its consolidated financial statements.

IFRS 2, “Share-based Payment (Amendment)”

In June 2016, the International Accounting Standards Board (IASB) issued amendments to IFRS 2 to
clarify how to account for certain types of share-based payment transactions. The amendments
provide requirements on the accounting for:

e The effects of vesting and non-vesting conditions on measurement of cash-settled share-
based payments;

e Share-based payment transactions with a net settlement feature for withholding tax
obligations; and

e A modification to the terms and conditions of a share-based payment that changes the
classification of the transaction from cash-settled to equity-settled.

The amendments to IFRS 2 are effective prospectively for annual periods beginning on or after January
1, 2018. The Company has completed its assessment of the standard and does not anticipate significant

changes to its current recognition policies.

IFRS 12, “Income Taxes (Amendment)”

In January 2016, the International Accounting Standards Board (IASB) issued amendments to IAS 12,
which were incorporated into Part | of the CPA Canada Handbook — Accounting by the Accounting
Standards Board (AcSB) in April 2016. The amendments clarify how to account for deferred tax assets
related to debt instruments measured at fair value.

The amendments clarify the following aspects around the recognition of deferred tax assets for
unrealized losses:

e Decreases in the carrying amount of a fixed-rate debt instrument for which the principal is paid on
maturity give rise to a deductible temporary difference if the debt instrument is measured at fair
value and its tax base remains at cost.

e An entity’s estimate of future taxable profit may include amounts from assets it expects to recover
in excess of their carrying amounts if there is sufficient evidence that it is probable the entity will
achieve this.

e An entity’s estimate of future taxable profit excludes tax deductions resulting from the reversal of
deductible temporary differences.

e An entity assesses whether to recognize the tax effect of a deductible temporary difference as a
deferred tax asset in combination with other deferred tax assets. If tax law restricts the utilization
of tax losses so that an entity can only deduct tax losses against income of a specified type(s) (e.g.
if it can deduct capital losses only against capital gains), the entity must still recognize a deferred
tax asset in combination with other deferred tax assets, but only with deferred tax assets of the
appropriate type.
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The amendments to IFRS 12 are effective prospectively for annual periods beginning on or after January
1, 2017. The Company has completed its assessment of the standard and does not anticipate significant
changes to its current recognition policies.

4. Trade and other receivables

Trade and other receivables consist of the following:

December 31, December 31,

2017 2016
Trade S 2,126 S 834
Other miscellaneous receivables 79 41
Allowance for doubtful accounts (76) (26)
S 2,129 S 849

The Company maintains an allowance for doubtful accounts that represents its estimates of the
uncollectible amounts based on specific losses estimated on individual exposures and provisions based on
historical experience.

The aging of receivables is as follows:

December 31, December 31,
2017 2016
Current S 1,561 S 479
Aged 1-30 days past due 466 181
Aged 31-60 days past due 45 60
Aged >60 days past due 133 155
Allowance for doubtful accounts (76) (26)
$ 2129 $ 849

5. Loan due from related party

At December 31, 2017, and 2016, the Company had a non-interest bearing, unsecured, receivable due from
one of the founders of the Company in the amount of $107. The Company has assessed the receivable as
fully collectible.

6. Inventories

Inventories consist of the following:

December 31, December 31,
2017 2016
Harvested hemp S 1,582 S 1,429
Raw materials 1,622 772
Finished goods 1,857 1,491
5,061 3,692
Less: inventory reserve (253) (369)
S 4,808 S 3,323
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An inventory provision is estimated by management and is included in cost of sales. For the years ended,
December 31, 2017 and 2016, inventory reserves of $76 and $369, respectively, were expensed through
cost of sales. In addition, for the year ended December 31, 2017, the Company had inventory write offs of
$192. The amounts of inventory expensed during the years ended December 31, 2017 and 2016, is $4,567

and $925, respectively.

The Company grows its industrial hemp (i) on leased farms operated entirely by Company personnel; and

(i) through third-party farming operations with oversight by the Company. The grow season for the

Company’s hemp products is generally from May through September of each year. All harvesting of plants

is complete prior to year-end. 100% of the Company’s hemp is consumed internally for its finished goods

products and is not sold in its raw or processed form.

Property and equipment

Details of the Company’s property and equipment and their carrying amounts are as follows:

Machinery Furnitures
and and Leasehold Under
equipment fixtures improvements Software construction Total
Cost
At January 1, 2016 882 52 27 19 - 980
Additions 449 158 240 - - 847
Disposals (29) - (31) - - (60)
At December 31, 2016 1,302 210 236 19 - 1,767
Additions 2,055 102 171 174 142 2,644
Disposals - (5) - - - (5)
At December 31,2017 $ 3,357 S 307 S 407 S 193 S 142 S 4,406
Machinery Furnitures
and and Leasehold Under
equipment fixtures improvements Software construction Total
Accumulated depreciation
At January 1, 2016 (98) (8) (5) (4) - (115)
Additions (167) (33) (38) (4) - (242)
Disposals 12 - 7 - - 19
At December 31, 2016 (253) (41) (36) (8) - (338)
Additions (575) (55) (58) (8) - (696)
Disposals - 1 - - - 1
At December 31,2017 $ (828) S (95) S (94) S (16) S - S (1,033)
Machinery Furnitures
and and Leasehold Under
equipment fixtures improvements Software construction Total
Net book value
At December 31, 2016 S 1,049 S 169 S 200 S 11 S - S 1,429
At December 31, 2017 S 2,529 S 212 S 313 S 177 S 142 S 3,373
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The Company has certain equipment held under finance lease agreements. As of December 31, 2017, and
2016, the net carrying amount included in machinery and equipment is $1,205 and $299, respectively. In
addition, as of December 31, 2016, the Company had equipment secured by a note payable. The net
carrying value of this equipment is included in machinery and equipment as of December 31, 2016 in the
amount of $301.

The Company financed the purchase of a vehicle under a note payable. As of December 31, 2017, and 2016,
the net carrying amount included in machinery and equipment is $22, and $34, respectively.

Leases

(a)

(b)

Obligations under finance leases
The Company has certain equipment held under finance lease agreements. The lease terms extend
through 2020, require monthly payments of $36 and carry interest rates ranging from 6.75% - 16%.

The leases are secured by the underlying equipment.

Future annual minimum payments due under finance lease obligations are as follows:

within 1 year 1to 5years Total

December 31, 2017
Future minimum lease payments S 386 S 444 S 830
Finance charges (87) (47) (134)
Present value of minimum lease payments ~ $ 299§ 397§ 696
within 1 year 1to 5 years Total

December 31, 2016
Future minimum lease payments S 107 S 59 § 166
Finance charges (8) (2) (10)
Present value of minimum lease payments ~ $ 9 S 57 S 156

Obligations under operating leases

The Company has non-cancelable operating leases for facilities and equipment. The Company also
enters into short-term operating leases for land, equipment and housing to facilitate its
agricultural operations. The leases expire on various dates through 2022. Each of the leases are
subject to renewal at the option of the Company.

The following table presents the future minimum lease payments for leases having an initial or
remaining non-cancelable lease term in excess of one year.

Future annual minimum payments due under operating lease obligations are as follows:

within 1 year 1to 5years Total

December 31, 2017 S 666 S 1,341 S 2,007

December 31, 2016 S 544 S 1,058 S 1,602
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10.

Rent expense for 2017 and 2016 was approximately $848 and $642, respectively.
Convertible note

On January 12, 2017, the Company executed a convertible loan agreement with a lender, which provides a
line of credit of $2.0 million for working capital purposes. Interest on the borrowings is charged at a rate of
14% per annum. From the closing date through April 30, 2017, 4% of the interest is deferred until converted
to common stock or paid in full at the loan maturity. The loan matures on December 31, 2018, with the
option to extend for one year upon payment of a fee of 2.0% of the outstanding principal and accrued
interest.

At the closing of the loan, the Company borrowed $1 million. The Company can prepay the loan in whole
or in part with a 1.0% prepayment penalty prior to December 31, 2017 or with no prepayment penalty
thereafter. The loan is secured by raw material inventories.

The deferred interest, all outstanding loan principal and any accrued interest are convertible into the
Company’s common stock at any time prior to maturity. The conversion price per share will be equal to the
price per share realized by the Company on its most recent (prior to Lender’s conversion) sale of common
stock. If the Company does not sell any common stock between the date of the loan and the date of
conversion, the conversion will be based upon a price of $6.68 per share of common stock.

The loan agreement restricts the payment of dividends or distributions, except relating to tax liabilities
attributable to the Company, and redemption of outstanding equity interests.

Details of the Company’s convertible note are as follows:

Total

January 1, 2017 S -
Conversion option liability 314
Derivative liability 671
Accretion 145
Fair value adjustment (90)
December 31, 2017 S 1,040

For the year ending December 31, 2017, total interest paid and expensed, related to the convertible note,
was $92.

Notes payable

Note 1 - The Company financed the purchase of a vehicle under a note payable. The note requires monthly
principal and interest payments extending through November 2019 and carries an interest rate of 5.19%.
The note is secured by the underlying asset.

Note 2 - The Company financed the purchase of equipment under a note payable. The note requires
monthly principal and interest payments of $846 extending through May 2021 and carries an interest rate

of 4.00%. The note is secured by the underlying asset.

Note 3 - In November 2016 an interim financing agreement was executed prior to commencement of a
financing lease to allow time for delivery and installation of all the equipment to be included under a future
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lease. The Company’s accounts receivable and inventory were pledged as security under the interim
financing agreement. The interim financing agreement was extinguished on April 30, 2017 and a financing
lease was entered into for the underlying equipment on May 1, 2017.

Details of the Company’s notes payable are as follows:

December 31, December 31,
2017 2016

Equipment notes payable S 43 S 377
Less: current portion (15) (64)
$ 28 $ 313

The following tables detail the changes in the Company’s notes payable balances:

Long-term Short-term
borrowings borrowings Total
January 1, 2017 S 313 S 64 S 377
Proceeds from issuance 38 - 38
Repayment - (14) (14)
Conversion to financing lease (300) (58) (358)
Conversion to short-term borrowings (23) 23 -
December 31, 2017 S 28 S 15 S 43
Long-term Short-term
borrowings borrowings Total
January 1, 2016 S 20 7S 27
Proceeds from issuance 300 58 358
Repayment - (8) (8)
Conversion to short-term borrowings (7) 7 -
December 31, 2016 S 313 64 S 377

Scheduled maturities of notes payable were as follows:

within1year  1tob5 years Thereafter Total
December 31, 2017 S 15 S 28 S - S 43
December 31, 2016 S 64 S 313 S - S 377
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11. Shareholders’ Equity

(a)

(b)

(c)

Authorized

The Company is authorized by its certificate of incorporation to issue 10,000,000 preferred shares
and 50,000,000 common shares. The par value of the preferred and common shares is $0.0001 per
share.

Issued and outstanding

Each holder of issued and outstanding common shares is entitled to one vote per share. Holders
of common shares are entitled to vote on substantially all major business decisions including:
amendments of the articles of incorporation; issuance or amendment of equity interests; the sale,
lease or transfer of Company assets; the sale, and the liquidation or reorganization of the
Company. Preferred share holders only have voting rights with respect to the election of directors
or other matters as may be stated in the resolutions of the Board of Directors.

Number of Number of

shares Treasury shares

outsanding shares issued
January 1, 2016 8,781,022 - 8,781,022
Sale of common shares 200,000 - 200,000
Repurchase common shares - (203,928) (203,928)
December 31, 2016 8,981,022 (203,928) 8,777,094

Number of Number of

shares Treasury shares

outsanding shares issued
January 1, 2017 8,981,022 (203,928) 8,777,094
Exercise of stock options 62,258 - 62,258
December 31, 2017 9,043,280 (203,928) 8,839,352

In December 2017, the Company issued 62,258 common shares, valued at $0.005, as a result of
share option exercises.

In February and March 2016, the Company issued 200,000 common shares, valued at $5.00 a
share, to seven investors for cash proceeds of $1.0 million.

In November 2016, the Company repurchased 203,928 common shares, valued at $0.005 a share,
from a former employee. At December 31, 2016, these shares were held as treasury shares.

Contributed surplus

December 31, December 31,

2017 2016

Balance, beginning of period S 327 S 4
Share-based compensation expense 460 323
Balance, end of period S 787 S 327
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(d) Dividends

The common shareholders shall be entitled to receive dividends in cash at such rate as is
determined by the Board of Directors and only if declared by the Board of Directors. Whether
declared or not, the right to such dividends is not cumulative and is not accrued for. No dividends
were approved and paid in the periods presented.

(e) Earnings per share
Basic and diluted earnings per share have been calculated using net income.
The reconciliation of the weighted average number of shares for the purpose of diluted earnings

per share to the weighted average number of ordinary shares used in the calculation of basic
earnings per share is as follows:

December 31,

2017 2016
Weighted average number of common shares - basic 8,805,409 8,924,006
Shares deemed to be issued in respect to share-based payments 637,937 637,963
Weighted average number of common shares - diluted 9,443,346 9,561,969
Earnings per share - basic $ 08 § 0.07
Earnings per share - diluted S 079 S 0.06

(f) Option shares
i. Founder options

On January 15, 2015, the Company issued nonqualified share options, in lieu of common
stock, to a limited number of consultants (“Founder Options”). Each of these option
holders did not qualify for the issuance of common stock under the Company’s then
existing S-Corporation status due to their residence standing. Issued Founder Options
were for 638,687 underlying common shares and were fully vested after one year. The
exercise price and the fair value at grant date was $0.005 per share.

For the year ending December 31, 2016, the number of shares under option and
exercisable was 638,687. In December 2017, the Company issued 62,258 common shares
valued at $0.005 as a result of share option exercises. For the year ending December 31,
2017, the number of shares under option was 576,429. Weighted average remaining
contractual life is 3.04 years as of December 31, 2016 and 2.04 years as of December 31,
2017.

ii. 2015 Stock Option Plan

On December 31, 2015, the Company adopted the Stanley Brothers, Inc. 2015 Stock
Option Plan (the “2015 Plan”), which provides for grants of incentive share options and
nonqualified share options to employees (including officers), consultants and directors.
The 2015 Plan, and grants made under the 2015 Plan, are designed to align shareholder
and participant interests. The Company’s board of directors establishes the terms and
conditions of any grants under the 2015 Plan. Incentive share options may be granted
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Weighted
Number of average
shares under exercise price
option (USD)
Balance at January 1, 2017 367,192 S 5.00
Granted 385,000 5.00
Exercised - -
Forfeited (25,000) 5.00
Expired - -
Balance at December 31, 2017 727,192 S 5.00
Exercisable at December 31, 2017 220,461 S 5.00

Weighted average remaining contractual life is 8.01 years. The weighted average grant-
date fair value of options granted during the year ended December 31, 2017 was $2.07.

12. Expenses by nature

The costs of sales and operating expenses by nature are as follows:

Year ended December 31,

2017 2016
Cost of sales S 10,064 S 5,121
Inventory expensed to cost of sales 3,751 830
Other production costs 5,497 4,196
Revaluation of biological assets 816 95
General and administrative S 11,472 S 5,105
Personnel 7,564 4,464
Facilities and other expenses 2,774 220
Accretion, depreciation and amortization 842 242
Travel and entertainment 292 179
Sales and marketing S 5,941 S 3,075
Advertising, promotions and selling costs 2,818 1,126
Personnel 2,578 1,320
Facilities and other expenses 101 496
Travel and entertainment 444 133
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13. Income taxes

(a)

(b)

Components of income taxes

The major components of income tax expense attributable to income from continuing operations

consists of:
Current Deferred Total
Year ended December 31, 2017:
U.S federal $ 398 S (124) S 3,784
State and local 558 (22) 536
S 4,466 S (146) S 4,320
Current Deferred Total
Year ended December 31, 2016:
U.S federal S 639 S (351) $ 288
State and local 91 (52) 39
S 730 S (403) S 327

Tax Rate Reconciliation

Income tax expense attributable to income from continuing operations for the years ended December
31, 2017 and 2016, differed from the amounts computed by applying the U.S. federal income tax rate

of 34% as a result of the following:

2017 2016

Computed "expected" tax expense 34.0% 34.0%

State income taxes, net of federal tax benefit 2.8% 2.7%

Permanent items -2.7% -3.7%
Change in tax rate 2.3% -

Other, net 0.2% 1.8%

" 36.6% 34.8%

A change in federal corporate income tax rate from 34% to 21% was enacted in 2017 and effective
January 1, 2018. For the year ending December 31, 2017, the rate does not impact the calculation of
current income tax liability but does require the future rate to be applied to deferred income tax assets
and liabilities. As a result of the reduction of tax rate, the Company revalued its ending net deferred tax
assets and liabilities at December 31, 2017 and recognized approximately $276 as tax expense for the

year ending December 31, 2017.
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(c) Component of deferred taxes

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets
and deferred tax liabilities at December 31, 2017 and 2016 are presented below.

2017 2016
Deferred tax assets:
Accrued expenses S 579 S 310
Change in fair value of inventory 202 -
Stock based compensation 114 120
Inventory reserve 62 137
Accrued employee paid time off 38 33
Deferred rent 31 40
Allowance for doubtful accounts 19 9
Other 3 -
1,048 649
Deferred tax liabilities:
Property and equipment (499) (246)
Net deferred tax asset S 549 S 403

14. Financial risk management

The Company has exposure to the following risks from its use of financial instruments. The main types of risks
are market risk, credit risk and liquidity risk. The Company’s senior management oversees the management of
these risks. The Company’s financial instruments and policies for managing these risks are detailed below.

(a) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest
rates, will affect the Company’s income or the value of it holding financial instruments.

The Company conducts sales transactions with foreign entities. The transactions are denominated
in USD, the functional currency, and therefore the Company does not have exposure to foreign
exchange rate risk.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of change in market interest rates. The Company’s trade receivables and
accounts payable are non-interest bearing. Financial assets and financial liabilities with variable
interest rates expose the Company to cash flow interest rate risk. The Company does not have any
debt instruments outstanding with variable interest rates at December 31, 2017 or 2016. Changes
in market interest rates cause the fair value of long term debt with fixed interest rates to fluctuate
but does not impact net income as the Company records debt at amortized cost and the carrying
value does not change as interest rates change.
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(b) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligation, resulting
in financial loss to the Company. Such risks arise primarily from certain financial assets held by the
Company consisting of trade receivables and deposits. The Company’s maximum exposure to
credit risk is limited to the carrying amount of the financial assets as summarized below:

December 31, December 31,
2017 2016
Trade and other receivables S 2,129 S 849
Other long-term assets 996 866
$ 3,125 S 1,715

i. Trade and other receivables

Individual receivables which are known to be uncollectible are written off by reducing the
carrying amount directly. Other receivables are assessed collectively to determine whether
there is objective evidence that an impairment has been incurred, but not yet been
identified. The Company maintains an allowance for doubtful accounts that represents its
estimate of the uncollectible amounts based on specific losses estimated on individual
exposures and provisions based on historical experience.

The Company considers that there is evidence of impairment if any of the following
indicators are present:

e significant financial difficulties of the debtor;

e probability that the debtor will enter bankruptcy or financial reorganization;
and/or

o default or delinquency in payments

See Note 4 for information about the aging of trade and other receivables.

ii. Deposits
Deposits are made primarily for equipment and facility usage. The Company manages its
credit risk surrounding deposits by dealing solely with what management believes to be
reputable financial institutions.

iii. Related party note

A related party note was issued to one of the founders of the Company. This note is non-
interest bearing and unsecured. The Company assessed the receivable as fully collectible.

(c) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they become
due. The Company manages liquidity risk by evaluating working capital and forecasting long-term
financial liabilities as well as forecast cash inflows and outflows from business operations. The
Company’s cash balances at December 31, 2017, and 2016 were $7,056, and $1,090, respectively.
Net working capital at December 31, 2017, and 2016 was $8,137, and $2,357, respectively.
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15. Fair value measurement

Financial assets and financial liabilities measured at fair value in the statement of financial position are
grouped into three levels of a fair value hierarchy. The three levels are defined based on the observability
of significant inputs to the measurement, as follows:

¢ Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

e Level 2: inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly

e Level 3: unobservable inputs for the asset or liability

The fair value hierarchy requires the use of observable market inputs whenever such inputs exist.

Cash is classified as Level 1 financial instrument. Obligations under finance lease and convertible note are
classified as Level 2 financial instruments. The Company’s other financial instruments, including accounts
receivable, loan due from related party, accounts payable and accrued liabilities and notes payable are

carried at cost which approximates fair value due to the relatively short maturity of those instruments.

Set out below is a comparison by class of the carrying amounts and fair value of the Company’s financial

instruments.
December 31,2017 December 31, 2016
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets
Loans and receivables:
Cash § 7056 $7056 S 1,090 S 1,090
Accounts receivable 2,129 2,129 849 849
Loan due from related party 107 107 107 107

§ 918 $918 $ 1939 § 1939

Financial liabilities
Other financial liabilities:
Accounts payable and accrued liabilites $ 4,291  $ 4291 S 1,788 $ 1,788

Obligations under finance lease 696 696 156 156
Convertible note 1,040 1,040 - -
Notes payable 43 43 377 377

$§ 6070 S$6070 $ 2321 § 2321

16. Capital management
For capital management purposes, the Company defines capital as its shareholders’ equity that includes
share capital, contributed surplus and retained earnings. The amounts included in the Company’s capital

for the relevant period are as follows:

December 31, 2017 $12,639
December 31, 2016 S 4,704
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17.

18.

The Company’s principal objectives in managing capital are:

e to ensure that it will continue to operate as a going concern;

e to be flexible to take advantage of contract and growth opportunities that are expected to provide
satisfactory returns to its shareholders;

e to maintain a strong capital base to maintain customers, investors, creditors and market
confidence; and

e to provide an adequate rate of return to its shareholders.

The Company manages and adjusts its capital structure considering changes in economic conditions. To
maintain or adjust its capital structure, the Company may issue debt or new shares. Financing decisions
are generally made on a specific transaction basis and depend on such things as the Company’s needs,
capital markets and economic conditions at the time of the transaction. Management reviews its capital
management approach on an ongoing basis and believes that this approach is reasonable, given the size
of the company.

The Company does not have any externally imposed capital compliance requirements at December 31,
2017. There were no changes in the Company’s approach to capital management during the year.

Remuneration of directors and key management of the Company

The remuneration awarded to directors and senior key management includes the following:

2017 2016
Wages S 474 S 271
Consulting fees 77 -
Share based compensation 333 -
S 884 S 271

Subsequent Events
Convertible note. The Company repaid the outstanding $1.0 million convertible note on May 31, 2018.

Grant of share options. On January 1, 2018, the Company granted 275,000 stock options to an executive
of the Company. The fair value at the date of grant was $1.90 and they vest over three years.

Forfeiture of shares. On June 4, 2018, an existing employee and shareholder of the Company forfeited
107,857 shares due to a change in employment status.

Exercise of stock options. On May 25, 2018, 8,333 stock options were exercised from a former consultant
of the Company.

FS-41



CWB HOLDINGS, INC.

UNAUDITED INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED MARCH 31, 2018 AND 2017
(Expressed in US Dollars)

FS-42



UNAUDITED INTERIM CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS
For the Three Months Ended March 31, 2018 and 2017

CONTENTS

UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS:
STATEMENTS OF FINANCIAL POSITION .cuuiiiiiiiiiiiiiiicciiic ittt
STATEMENTS OF INCOME AND OTHER COMPREHENSIVE INCOME ........ccooviiiiiiiiiiiiiiiiiicciiccinec e
STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY ...uviiieiiieiiierieerieeie ettt sttt sttt s sbeenee e ene
STATEMENTS OF CASH FLOWS ..ottt et e s saae e s snaeeeeas

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ...ooiiiiiiiiiiiiiiii e

FS-43



CWB HOLDINGS, INC.

UNAUDITED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In thousands of United States dollars)

March 31, December 31,
2018 2017
ASSETS
Current assets:
Cash S 10,384 S 7,056
Trade and other receivables (note 4) 2,381 2,129
Inventories (note 6) 5,360 4,808
Prepaid expenses and other current assets 753 436
18,878 14,429
Non-current assets:
Property and equipment, net (note 7) 3,929 3,373
Deferred tax assets (note 14) 541 549
Loan due from related party (note 5) 107 107
Other long-term assets (note 8) 820 996
S 24,275 S 19,454
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable S 816 S 948
Accrued liabilities 4,125 3,343
Deferred revenue 391 490
Income taxes payable 1,156 157
Convertible note (note 10) 1,052 1,040
Current portion of notes payable (note 11) 10 15
Current portion of finance lease obligations (note 9) 287 299
7,837 6,292
Non-current liabilities:
Long-term note payable (note 11) 18 28
Long-term finance lease obligations (note 9) 330 397
Deferred rent 89 98
8,274 6,815
Shareholders' equity:
Share capital 5,835 5,835
Contributed surplus (note 12) 1,046 787
Retained earnings 9,120 6,017
16,001 12,639
S 24,275 S 19,454

Commitments (note 9,10,11)

Approved by the Board of Directors

Director (signed)

Director (signed)
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UNAUDITED CONSOLIDATED STATEMENT OF INCOME AND OTHER COMPREHENSIVE INCOME
(In thousands of United States dollars)

Three months ended March 31,

2018 2017
Revenue S 13,092 S 7,120
Cost of sales (note 13) 2,555 1,776
Gross profit 10,537 5,344
Expenses:
General and administrative (note 13) 4,244 1,499
Sales and marketing (note 13) 2,063 1,402
Research and development 55 88
6,362 2,989
Operating income 4,175 2,355
Financing costs (64) (37)
Interestincome 21 -
Income before taxes 4,132 2,318
Income taxes (note 14) (1,029) (768)
Net income and comprehensive income S 3,103 S 1,550
Weighted average number of common shares - basic (note 12) 8,839,352 8,777,095
Weighted average number of common shares - diluted (note 12) 9,477,289 9,415,032
Earnings per share - basic (note 12) S 0.35 S 0.18
Earnings per share - diluted (note 12) S 0.33 S 0.16
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UNAUDITED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

(In thousands of United States dollars)

Retained

Share Contributed earnings
Three months ended March 31, 2017 capital surplus (deficit) Total
Balance - December 31, 2016 S 5,835 S 327 S (1,458) 4,704
Share-based compensation expense - 75 - 75
Net income - - 1,550 1,550
Balance - March 31, 2017 S 5,835 S 402 S 92 6,329

Retained

Share Contributed earnings
Three months ended March 31, 2018 capital surplus (deficit) Total
Balance - December 31, 2017 S 5,835 S 787 S 6,017 12,639
Share-based compensation expense - 259 - 259
Net income - - 3,103 3,103
Balance - March 31,2018 S 5,835 S 1,046 S 9,120 16,001
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CWB HOLDINGS, INC.

UNAUDITED CONSOLIDATED STATEMENT OF CASH FLOWS

(In thousands of United States dollars)

Three months ended March 31,

2018 2017
Cash flows from operating activities:
Net income S 3,103 S 1,550
Items not involving cash:
Depreciation 269 87
Loss from changein fair value of biological assets (189) (20)
Accretion on convertible note 42 30
Loss from change in fair value of convertible note (30) (21)
Allowance for doubtful accounts 43 (3)
Deferred rent (9) (8)
Stock-based compensation 259 75
Deferred income taxes 9 217
Changes in working capital:
Accounts receivable (295) (327)
Inventory (363) (291)
Prepaid expenses and other current assets (317) (199)
Accounts payable (132) 361
Accrued liabilities 781 (34)
Income taxes payable 999 519
Deferred revenue (99) (412)
4,071 1,895
Cash flows from investing activities:
Purchases of property and equipment (825) (256)
Other long-term assets 176 (276)
(649) (532)
Cash flows from financing activities:
Proceeds from convertible note - 1,000
Payments on notes payable (15) -
Payments on finance lease obligations (79) (24)
(94) 976
Increasein cash and cash equivalents 3,328 2,339
Cash and cash equivalents, beginning of year 7,056 1,090
Cash and cash equivalents, end of year S 10,384 S 3,429
Supplemental disclosures of cash flow information:
Cash paid for interest S 64 S 32
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Company overview

CWB Holdings, Inc. (the “Company”) was incorporated under the laws of Colorado, United States. The
Company was initially formed December 8, 2013 under the name Stanley Brothers Social Enterprises, LLC,
and on June 19, 2015 changed its name to CWB Holdings, LLC. On December 30, 2015 it changed its name
to CWB Holdings, Inc.

The head office of the Company is located at 2425 55" Street, Suite 200, Boulder, Colorado 80301.

The Company has one wholly owned subsidiary which operates under the name of Stanley Brothers Social
Enterprises, LLC (“SBSE”).

Basis of preparation

(a)

(b)

(c)

(d)

Statement of compliance

These unaudited interim condensed consolidated financial statements have been prepared in
accordance with International Accounting Standards (IAS 34), Interim Financial Reporting on a basis
consistent with International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board (IAS).

These unaudited interim condensed consolidated financial statements include only significant events
and transactions occurring since the Company’s last fiscal year-end. They do not include all the
information and notes required by IFRS for annual financial statements and therefore should be read
in conjunction with the audited annual consolidated financial statements and notes for the Company’s
fiscal year ended December 31, 2017.

The unaudited interim condensed consolidated financial statements for the three months ended March
31,2018 and 2017 were approved and authorized for issue by the board of directors on June ___, 2018.

Measurement basis

The unaudited interim condensed consolidated financial statements have been prepared mainly on a
historical cost basis. Other measurement bases used are described in the applicable notes.

Basis of consolidation
The Company’s unaudited interim condensed consolidated financial statements consolidate those of
the parent company and its wholly owned subsidiary, SBSE, as of March 31, 2018. Inter-company
balances and transactions are eliminated in preparing the consolidated financial statements. The
accounting policies of the subsidiary are consistent with the Company’s policies.
Use of estimates

The preparation of unaudited interim condensed consolidated financial statements in conformity with

IFRS requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the consolidated
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financial statements and the reported amount of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

The significant judgments made by management in applying the Company’s accounting policies and
the key sources of estimation uncertainty were the same as those described in the last annual financial
statements, except for new significant judgments and key sources of estimation uncertainty related to
the application of IFRS 9 and IFRS 15, which are described in note 3.

(e) Functional and presentation currency
The consolidated financial statements are presented in United States dollars, which is the Company’s
functional currency. All financial information presented in United States dollars has been rounded to
the nearest thousand.

3. Adoption of new accounting standards and policies

IFRS 9, “Financial Instruments: Classification and Measurement”

IFRS 9, “Financial Instruments: Classification and Measurement”, addresses the classification,
measurement and derecognition of financial assets and financial liabilities, introduces new rules for
hedge accounting and a new impairment model for financial assets. The Company adopted the new
standard on January 1, 2018.

The Company assessment of the new guidance was determined to not have a significant impact
on the classification and measurement of its financial instruments for the following reasons:

e The Company does not currently hold any financial assets that would be accounted for
differently under the new standard;

e The Company does not currently have any outstanding hedges that would require reassessment
under the updated hedge accounting rules.

The new impairment model requires the recognition of impairment provisions based on expected
credit losses rather than only incurred credit losses as is the case under IAS 39. This will apply to the
Company’s trade and other receivables. The financial performance and disclosure was not materially
affected by the application of the standard.

IFRS 15, “Revenue from Contracts with Customers”

In May 2014, the IASB issued IFRS 15, “Revenue from Contracts with Customers” (IFRS 15), which
replaces IAS 18 “Revenue”, IAS 11 “Construction Contracts” and several revenue-related
interpretations. IFRS 15 establishes a new model for revenue earned from a contract with a customer.
Specific guidance is given on identifying separate performance obligations in the contract and
allocating the transaction price to the separate performance obligations in an amount that reflects
total consideration expected during the term of the contract. In addition, the standard requires
additional disclosures about the nature, amount, timing and uncertainty of revenue and related cash
flows. This standard is effective for annual periods beginning on or after January 1, 2018.

The Company adopted the new standard on January 1, 2018 using the modified retrospective method,

without restatement of the comparative figures. The Company’s contracts are primarily short-term in
nature and generally do not include significant multiple deliverables.
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The Company reviewed its accounting policies and practices to identify potential differences that would
result from applying the guidance. The new guidance requires the Company to estimate variable
consideration and include in revenue amounts for which it is probable that a significant revenue
reversal will not occur. The adoption of the guidance did not have a material impact on the timing or
measurement of the Company’s revenue recognition.

Trade and other receivables

Trade and other receivables consist of the following:

March 31, December 31,

2018 2017

Trade S 2,483 S 2,126
Other miscellaneous receivables 17 79
Allowance for doubtful accounts (119) (76)
S 2,381 S 2,129

The Company maintains an allowance for doubtful accounts that represents its estimates of the
uncollectible amounts based on specific losses estimated on individual exposures and provisions based on
historical experience.

The aging of receivables is as follows:

March 31, December 31,

2018 2017

Current S 1,818 S 1,561
Aged 1-30 days past due 374 466
Aged 31-60 days past due 159 45
Aged >60 days past due 149 133
Allowance for doubtful accounts (119) (76)
$ 2381 $ 2,129

Loan due from related party
At March 31, 2018 and December 31, 2017, the Company had a non-interest bearing, unsecured, receivable

due from one of the founders of the Company in the amount of $107. The Company assesses the receivable
as fully collectible.
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Inventories

Inventories consist of the following:

March 31, December 31,
2018 2017

Harvested hemp 1,437 S 1,582
Raw materials 2,577 1,622
Finished goods 1,599 1,857
5,613 5,061

Less: inventory reserve (253) (253)
5,360 S 4,808

An inventory provision is estimated by management and is included in cost of sales. For the periods ended,
March 31, 2018 and 2017, there were no changes to the inventory reserves and no inventory write offs.
The amounts of inventory expensed during the periods ended March 31, 2018 and 2017 is $982 and $708,

respectively.

The Company grows its industrial hemp (i) on leased farms operated entirely by Company personnel, and
(ii) through third-party farming operations with oversight by the Company. The grow season for the
Company’s hemp products is generally from May through September of each year. All harvesting of plants
is complete prior to year-end. 100% of the Company’s hemp is consumed internally for its finished goods
products and is not sold in its raw or processed form.

Property and equipment

Details of the Company’s property and equipment and their carrying amounts are as follows:

Machinery Furnitures
and and Leasehold Under
equipment fixtures improvements Software construction Total
Cost

At December 31, 2016 S 1,302 S 210 S 236 S 19 S - S 1,767
Additions 2,055 102 171 174 142 2,644
Disposals - (5) - - - (5)
At December 31, 2017 3,357 307 407 193 142 4,406
Additions 337 21 187 262 18 825
Disposals - - - - - -
Transfer under construction - - 142 - (142) -
At March 31, 2018 S 3,694 S 328 S 736 S 455 S 18 S 5231
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Machinery Furnitures
and and Leasehold Under
equipment fixtures improvements Software construction Total
Accumulated depreciation
At December 31, 2016 $ (253)  $ (41) s (36) S 8 3 - $ (338)
Depreciation for the year (575) (55) (58) (8) - (696)
Disposals - 1 - - - 1
At December 31, 2017 (828) (95) (94) (16) - (1,033)
Depreciation for the year (216) (19) (28) (6) - (269)
At March 31, 2018 $ (1,044) S (114) S (122) ¢ (22) 3 - $  (1,302)
Machinery Furnitures
and and Leasehold Under
equipment fixtures improvements Software construction Total
Net book value
At December 31, 2017 S 2,529 $ 212 $ 313 S 177 S 142 S 3,373
At March 31,2018 S 2,650 S 214 S 614 S 433 S 18 S 3,929

Depreciation expense for the period ended March 31, 2017 was $87.

The Company has certain equipment held under finance lease agreements. As of March 31, 2018, and
December 31, 2017, the net carrying amount included in machinery and equipment is $1,020 and $1,205,
respectively.

The Company financed the purchase of a vehicle under a note payable. As of March 31, 2018, the note was
paid in full. At December 31, 2017, the net carrying amount included in machinery and equipment is $22.

Other long — term assets

Other long-term assets consist of long-term deposits on various leases for equipment and premises. No
impairment was recorded for the three months ended March 31, 2018.

Leases
(a) Obligations under finance leases

Future annual minimum payments due under finance lease obligations are as follows:

within 1 year 1to5years Total

March 31, 2018
Future minimum lease payments S 363 $ 362 S 725
Finance charges (76) (32) (108)
Present value of minimum lease payments S 287 S 330 § 617
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(b) Obligations under operating leases

Future annual minimum payments due under operating lease obligations are as follows:

within 1 year 1to 5 years Total

March 31, 2018 S 650 S 1,184 S 1,834

Rent expense for the three months ended 2018 was approximately $337.

10. Convertible note

Details of the Company’s convertible note are as follows:

Total

January 1, 2018 S 1,040
Accretion 42
Fair value adjustment (30)
March 31, 2018 S 1,052

For the three months ending March 31, 2018 and 2017, total interest paid and expensed, related to the
convertible note was $38 and $28, respectively.

11. Notes payable

Details of the Company’s notes payable are as follows:

March 31, December 31,
2018 2017

Equipment notes payable S 28 S 43
Less current portion (10) (15)
$ 18 $ 28

The following tables detail the changes in the Company’s notes payable balances:

Long-term Short-term
borrowings borrowings Total
January 1, 2018 S 28 15 S 43
Repayment (6) (9) (15)
Conversion to short-term borrowings (4) 4 -
March 31, 2018 S 18 10 S 28

For the three months ending March 31, 2018, total interest paid and expensed, related to the notes payable
was $25.
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Scheduled maturities of notes payable were as follows:

within 1 year 1to 5 years Total
March 31, 2018 S 10 S 18 S 28
12. Shareholders’ Equity
(a) Contributed surplus

March 31, December 31,
2018 2017
Balance, beginning of period S 787 S 327
Share-based compensation expense 259 460
Balance, end of period S 1,046 S 787

(b) Earnings per share
Basic and diluted earnings per share have been calculated using net income.
The reconciliation of the weighted average number of shares for the purpose of diluted earnings

per share to the weighted average number of ordinary shares used in the calculation of basic
earnings per share is as follows:

March 31, March 31

2018 2017

Weighted average number of common shares - basic 8,839,352 8,777,095
Shares deemed to be issued in respect to share-based payments 637,937 637,937
Weighted average number of common shares - diluted 9,477,289 9,415,032
Earnings per share - basic S 035 S 0.18
Earnings per share - diluted $ 033 S 0.16

(c) Founder options
At March 31, 2018 and December 31, 2017, the number of shares under option and exercisable
was 576,429. Weighted average remaining contractual life is 1.79 years as of March 31, 2018 and
4.04 years as of December 31, 2017.

(d) 2015 Stock Option Plan

Share-based compensation expense recognized for the three months ended March 31, 2018, and
2017, was $259 and $75, respectively.

The Company recognizes compensation expense for share option grants based on the fair value at
the date of grant using the Black-Scholes option pricing model.
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The following assumptions were used to determine the fair value of share option grants.

2018
Valuation assumptions:
Expected volatility 54.0%
Expected term (years) 4.64
Risk-free interest rate 2.2%

The following tables summarize information regarding the share options outstanding:

Weighted

average

Number of shares exercise price

under option (USD)

Balance at January 1, 2018 727,192 S 5.00
Granted 275,000 5.00
Balance at March 31, 2018 1,002,192 S 5.00
Exercisable at March 31, 2018 220,461 S 5.00

Weighted average remaining contractual life is 7.76 years. The weighted average grant-date fair
value of options granted during the three months ended March 31, 2018 was $1.90.

13. Expenses by nature

The cost of sales and operating expenses by nature are as follows:

Three months ending

2018 2017
Cost of sales S 2,555 S 1,776
Inventory expensed to cost of sales 982 708
Other production costs 1,762 1,088
Revaluation of biological assets (189) (20)
General and administrative S 4,244 S 1,499
Personnel 2,262 1,017
Facilities and other expenses 1,643 313
Accretion, depreciation and amortization 268 116
Travel and entertainment 71 53
Sales and marketing S 2,063 S 1,402
Advertising, promotions and selling costs 787 842
Personnel 1,110 463
Facilities and other expenses - 21
Travel and entertainment 166 76
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14. Income taxes
(a) Components of income taxes

The major components of income tax expense attributable to income from continuing operations

consists of:
Total
Three months ended March 31, 2018:
U.S federal S 836
State and local 193
S 1,029
Total
Three months ended March 31, 2017:
U.S federal S 670
State and local 98
S 768

(b) Tax Rate Reconciliation

Income tax expense attributable to income from continuing operations for the three months ended
March 31, 2018, differed from the amounts computed by applying the U.S. federal income tax rate of
21% as a result of the following:

2018 2017

Computed "expected" tax expense 21.0% 34.0%
State income taxes, net of federal tax benefit 3.7% 3.1%
Permanent items 0.2% -2.2%
Change in rate 0.0% -1.8%
Other, net 0.0% 0.0%
24.9% 33.1%

15. Financial risk management

The Company has exposure to the following risks from its use of financial instruments. The main types of risks
are market risk, credit risk and liquidity risk. The Company’s senior management oversees the management of
these risks. The Company’s financial instruments and policies for managing these risks are detailed below.

(a) Credit risk
Credit risk refers to the risk that a counterparty will default on its contractual obligation, resulting
in financial loss to the Company. Such risks arise primarily from certain financial assets held by the

Company consisting of trade receivables and deposits. The Company’s maximum exposure to
credit risk is limited to the carrying amount of the financial assets as summarized below:
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March 31, December 31,

2018 2017

Trade and other receivables S 2,381 S 2,129
Other long-term assets 820 996
$ 3201 $ 3,125

(b) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they become
due. The Company manages liquidity risk by evaluating working capital and forecasting long-term
financial liabilities as well as forecast cash inflows and outflows from business operations. Cash
balances at March 31, 2018 and December 31, 2017 were $10,384 and $7,056,respectively. Net
working capital at March 31, 2018 and December 31, 2017 was $11,041 and $8,137, respectively.

16. Fair value measurement

Set out below is a comparison by class of the carrying amounts and fair value of the Company’s financial

instruments.
March 31, 2018 December 31, 2017
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets
Loans and receivables:
Cash S 10,384 $10,384 $ 7,056 $ 7,056
Accounts receivable 2,381 2,381 2,129 2,129
Loan due from related party 107 107 107 107

$ 12,872 $12872 S 9292 $ 9,292

Financial liabilities
Other financial liabilities:
Accounts payable and accrued liabilities S 4,941  $ 4,941 S 4291 S 4291

Obligations under finance lease 617 617 696 696
Convertible note 1,052 1,052 1,040 1,040
Notes payable 28 28 43 43

$ 6,638 4 $6638 S 6070 S 6,070

17. Capital management
For capital management purposes, the Company defines capital as its shareholders’ equity that includes
share capital, contributed surplus and retained earnings. The amounts included in the Company’s capital

for the relevant periods are as follows:

March 31, 2018 $16,001
December 31, 2017 $12,639
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18.

19.

The Company’s principal objectives in managing capital are:
e to ensure that it will continue to operate as a going concern;

e to be flexible to take advantage of contract and growth opportunities that are expected to provide
satisfactory returns to its shareholders;

e to maintain a strong capital base to maintain customers, investors, creditors and market
confidence; and

e to provide an adequate rate of return to its shareholders.
The Company does not have any externally imposed capital compliance requirements at March 31, 2018.
There were no changes in the Company’s approach to capital management during the three months
ended March 31, 2018.

Remuneration of directors and key management of the Company

The remuneration awarded to directors and senior key management, for the three months ended March
31, 2018, includes the following:

For the three months ending March 31, 2018 2017

Wages S 122 S 25
Share based compensation 189 -

S 311 S 25

Subsequent Events

Exercise of stock options. On May 25, 2018, 8,333 stock options were exercised from a former consultant
of the Company.

Convertible note. The Company repaid the outstanding $1.0 million convertible note on May 31, 2018.

Forfeiture of shares. On June 4, 2018, an existing employee and shareholder of the Company forfeited
107,857 shares due to a change in employment status.
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Stanley Brothers Holdings Inc. AUDIT COMMITTEE CHARTER

STANLEY BROTHERS HOLDINGS INC.
1. Role and Objective

The Audit Committee (the “Committee”) is a committee of the board of directors (the “Board”) of Stanley Brothers
Holdings Inc. (the “Company”) to which the Board has delegated its responsibility for the oversight of the
following:

e nature and scope of the annual audit;

e management’s reporting on internal accounting standards and practices;
e the review of financial information, accounting systems and procedures;
e financial reporting and financial statements,

and has charged the Committee with the responsibility of recommending, for approval of the Board, the audited
financial statements, interim financial statements and other mandatory disclosure releases containing financial
information.

The primary objectives of the Committee, with respect to the Company and its subsidiaries, are as follows:

e to assist the directors of the Company (the “Directors”) in meeting their responsibilities in respect of the
preparation and disclosure of the financial statements of the Company and related matters;

e to provide an open avenue of communication among the Company’s auditors, financial and senior
management and the Board;

e to enhance the external auditors’ independence and review and appraise their performance;
e to increase the credibility and objectivity of financial reports; and

e to strengthen the role of the outside Directors by facilitating in depth discussions between Directors on
the Committee, management and external auditors.

2. Composition

The Committee will be comprised of at least three Directors or such greater number as the Board may determine
from time to time and all members of the Committee shall be “independent” (as such term is used in National
Instrument 52-110 — Audit Committees (“NI 52-110”)) unless the Board determines that an exemption contained in
NI 52-110 is available and determines to rely thereon. “Independent” generally means free from any business or
other direct or indirect material relationship with the Company that could, in the view of the Board, reasonably
interfere with the exercise of the member’s independent judgment.

All of the members of the Committee must be “financially literate” (as defined in NI 52-110) unless the Board
determines that an exemption under NI 52-110 from such requirement in respect of any particular member is
available and determines to rely thereon in accordance with the provisions of NI 52-110. Being “financially
literate” means members have 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 issues
that can reasonably be expected to be raised by the Company’s financial statements.
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The Board shall from time to time designate one of the members of the Committee to be the chairperson of the
Committee (the “Chair”).

3.

(a)

(b)

(©)

(d)

(e)

®

(2

(h)

@

4.

Meetings and Administrative Matters

The Committee shall meet at least four times per year and/or as deemed appropriate by the Committee
Chair. As part of its job to foster open communication, the Committee will meet at least annually with
management and the external auditors in separate sessions, and at such other times as the external auditor
and/or the Committee consider appropriate. The Chief Financial Officer of the Company shall attend
meetings of the Committee, unless otherwise excused from all or part of any such meeting by the Chair.

Agendas, with input from management and approved by the Chair, shall be circulated to Committee
members and relevant management personnel along with background information on a timely basis prior to
the Committee meetings.

A quorum for meetings of the Committee will be a majority of its members, and the rules for calling,
holding, conducting and adjourning meetings of the Committee will be the same as those governing the
Board unless otherwise determined by the Committee or the Board.

The Chair will preside at all meetings of the Committee, unless the Chair is not present, in which case the
members of the Committee that are present will designate from among such members the Chair for purposes
of the meeting.

At all meetings of the Committee, every resolution shall be decided by a majority of the votes cast. In case
of an equality of votes, the Chair of the meeting shall be entitled to a second or casting vote.

The minutes of the Committee meetings shall accurately record the decisions reached and shall be
distributed to the Committee members with copies to the Board, the Chief Financial Officer or such other
officer acting in that capacity, and the external auditor.

The Committee may invite such officers, directors and employees of the Company and its subsidiaries, if
any, as it sees fit from time to time to attend at meetings of the Committee and assist in the discussion and
consideration of the matters being considered by the Committee.

The Committee may retain persons having special expertise and/or obtain independent professional advice
to assist in fulfilling its responsibilities at the expense of the Company as determined by the Committee
without any further approval of the Board.

Any members of the Committee may be removed or replaced at any time by the Board and will cease to be
a member of the Committee as soon as such member ceases to be a Director. The Board may fill vacancies
on the Committee by appointment from among its members. If and whenever a vacancy exists on the
Committee, the remaining members may exercise all its powers so long as a quorum remains. Subject to the
foregoing, following appointment as a member of the Committee each member will hold such office until
the Committee is reconstituted.

Any issues arising from these meetings that bear on the relationship between the Board and management
should be communicated to the Chairman of the Board by the Committee Chair.

Mandate and Responsibilities

To fulfill its responsibilities and duties, the Committee shall:

(a)

undertake annually a review of this mandate and make recommendations to the Corporate Governance and
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(b)

(©)

(d)

(e)

Nominating Committee as to proposed changes;

satisfy itself on behalf of the Board with respect to the Company’s internal control systems, including,
where applicable, relating to derivative instruments:

(1) identifying, monitoring and mitigating business risks; and

(i1) ensuring compliance with legal, ethical and regulatory requirements;
review the Company’s financial statements and reports and any related management’s discussion and
analysis (“MD&A”), any annual earnings, interim earnings and press releases before the Company publicly
discloses this information and any reports or other financial information (including quarterly financial
reports), which are submitted to any governmental body, or to the public, including any certification, report,

opinion, or review rendered by the external auditors; the process should include but not be limited to:

(1) reviewing changes in accounting principles and policies, or in their application, which may have
a material impact on the current or future years’ financial statements;

(i1) reviewing significant accruals, reserves or other estimates such as the ceiling test calculation;
(iii) reviewing accounting treatment of unusual or non-recurring transactions;

(iv) ascertaining compliance with covenants under loan agreements;

v) reviewing financial reporting relating to asset retirement obligations;

(vi) reviewing disclosure requirements for commitments and contingencies;

(vii) reviewing adjustments raised by the external auditors, whether or not included in the financial
statements;

viii reviewing unresolved differences between management and the external auditors;
g g
(ix) obtain explanations of significant variances with comparative reporting periods; and

(x) determine through inquiry if there are any related party transactions and ensure the nature and
extent of such transactions are properly disclosed;

review the financial reports and related information included in prospectuses, MD&A, information circular-
proxy statements and annual information forms and all public disclosure containing audited or unaudited
financial information (including, without limitation, annual and interim press releases and any other press
releases disclosing earnings or financial results) before release and prior to Board approval. The Committee
must be satisfied that adequate procedures are in place for the review of the Company’s disclosure of all
other financial information and will periodically assess the adequacy of those procedures;

with respect to the appointment of external auditors by the Board:

(1) require the external auditors to report directly to the Committee;

(i1) review annually the performance of the external auditors who shall be ultimately accountable to
the Board and the Committee as representatives of the shareholders of the Company;

(iii) obtain annually, a formal written statement of external auditors setting forth all relationships
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(iv)

™)

(vi)

(vii)

(viii)

(ix)

x)

between the external auditors and the Company and confirming their independence from the
Company;

review and discuss with the external auditors any disclosed relationships or services that may
impact the objectivity and independence of the external auditors;

be directly responsible for overseeing the work of the external auditors engaged for the purpose
of issuing an auditors’ report or performing other audit, review or attest services for the
Company, including the resolution of disagreements between management and the external
auditor regarding financial reporting;

review management’s recommendation for the appointment of external auditors and recommend
to the Board appointment of external auditors and the compensation of the external auditors;

review the terms of engagement of the external auditors, including the appropriateness and
reasonableness of the auditors’ fees;

when there is to be a change in auditors, review the issues related to the change and the
information to be included in the required notice to securities regulators of such change;

take, or recommend that the full Board take, appropriate action to oversee the independence of
the external auditors;

at each meeting, consult with the external auditors, without the presence of management, about
the quality of the Company’s accounting principles, internal controls and the completeness and
accuracy of the Company’s financial reports;

(f) review and approve the Company’s hiring policies regarding partners, employees and former partners and
employees of the present and former external auditors of the Company;

(g) review annually with the external auditors their plan for their audit and, upon completion of the audit, their
reports upon the financial reports of the Company and its subsidiaries;

(h) review and pre-approve all audit and audit-related services and the fees and other compensation related
thereto, and any non-audit services, provided by the Company’s external auditors and consider the impact
on the independence of the auditors; The pre-approval requirement is waived with respect to the provision
of non-audit services if:

(1)

(i)

(iii)

the aggregate amount of all such non-audit services provided to the Company constitutes not
more than five percent (5%) of the total amount of fees paid by the Company to its external
auditors during the fiscal year in which the non-audit services are provided;

such services were not recognized by the Company at the time of the engagement to be non-audit
services; and

such services are promptly brought to the attention of the Committee by the Company and
approved prior to the completion of the audit by the Committee or by one or more members of
the Committee who are members of the Board to whom authority to grant such approvals has
been delegated by the Committee;

provided the pre-approval of the non-audit services is presented to the Committee’s first scheduled meeting
following such approval, such authority may be delegated by the Committee to one or more independent
members of the Committee;
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(i) review any other matters that the Audit Committee feels are important to its mandate or that the Board
chooses to delegate to it;

(j) with respect to the financial reporting process:

(1) in consultation with the external auditors, review with management the integrity of the
Company’s financial reporting process, both internal and external;

(i1) consider the external auditors’ judgments about the quality and appropriateness of the
Company’s accounting principles as applied in its financial reporting;

(iii) consider and approve, if appropriate, changes to the Company’s auditing and accounting
principles and practices as suggested by the external auditors and management;

(iv) review significant judgments made by management in the preparation of the financial reports
and the view of the external auditors as to appropriateness of such judgments;

V) following completion of the annual audit, review separately with management and the external
auditors any significant difficulties encountered during the course of the audit, including any

restrictions on the scope of work or access to required information;

(vi) review any significant disagreement among management and the external auditors regarding
financial reporting;

(vii) review with the external auditors and management the extent to which changes and
improvements in financial or accounting practices have been implemented; and

(viii) review the certification process,

(k) review financial reporting relating to risk exposure and risk management policies and procedures of the
Company (i.e., hedging, litigation and insurance),

() establish a procedure for:

(1) the receipt, retention and treatment of complaints received by the Company regarding
accounting, internal accounting controls or auditing matters; and

(i1) the confidential, anonymous submission by employees of the Company of concerns regarding
questionable accounting or auditing matters.

5. Authority

Following each meeting, in addition to a verbal report, the Committee will report to the Board by way of providing
copies of the minutes of such Committee meeting at the next Board meeting after a meeting is held (these may still
be in draft form).

Supporting schedules and information reviewed by the Committee shall be available for examination by any director.

The Committee shall have the authority to investigate any financial activity of the Company and to communicate
directly with the internal and external auditors. All employees are to cooperate as requested by the Committee.

The Committee may retain, and set and pay the compensation for, persons having special expertise and/or obtain
independent professional advice to assist in fulfilling its duties and responsibilities at the expense of the Company.
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Stanley Brothers Holdings Inc. BOARD MANDATE

STANLEY BROTHERS HOLDINGS INC.

The Board of Directors (the “Board”) of Stanley Brothers Holdings Inc. (the “Company”) is responsible under law
to supervise the management of the business and affairs of the Company. The Board has the statutory authority and
obligation to protect and enhance the assets of the Company.

The principal mandate of the Board is to oversee the management of the business and affairs of the Company, and
monitor the performance of management.

In keeping with generally accepted corporate governance practices and the recommendations contained in National
Policy 58-201 adopted by the Canadian Securities Administrators, and the requirements of any stock exchange on
which the Company’s securities are listed, the Board assumes responsibility for the stewardship of the Company and,
as part of the overall stewardship responsibility, explicitly assumes responsibility for the following:

1. Independence

The Board retains the responsibility for managing its own affairs, including planning its composition, selecting its
Chairman and/or Lead Director, appointing Board committees and determining directors’ compensation. While it is
appropriate to confer with the management on the selection of candidates to be nominated as members of the Board,
the ultimate selection shall be determined by the existing independent members of the Board. The Chairman of the
Board should be an independent director, and where this is not appropriate, an independent director should be
appointed to act as Lead Director.

In that the Board must develop and voice objective judgment on corporate affairs, independently of the management,
practices promoting Board independence will be pursued. This includes constituting the Board with a majority of
independent and unrelated directors. Certain tasks suited to independent judgments will be delegated to specialized
committees of the Board that are comprised exclusively of outside directors and at least a majority of unrelated
directors.

The Board will evaluate its own performance in a continuing effort to improve. For this purpose, the Board will
establish criteria for Board and Board member performance, and pursue a self-evaluation process for evaluating both
overall Board performance and contributions of individual directors.

2. Leadership in Corporate Strategy

The Board ultimately has the responsibility to oversee the development and approval of the mission of the Company,
its goals and objectives, and the strategy by which these objectives will be reached. In guiding the strategic choices
of the Company, the Board must understand the inherent prospects and risks of such strategic choices.

While the leadership for the strategic planning process comes from the management of the Company, the Board shall
bring objectivity and a breadth of judgment to the strategic planning process and will ultimately approve the strategy

developed by management as it evolves.

The Board is responsible for monitoring management’s success in implementing the strategy and monitoring the
Company’s progress to achieving its goals; revising and altering direction in light of changing circumstances.

The Board has the responsibility to ensure congruence between the strategic plan and management’s performance.
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3. Management of Risk

The Board shall understand the principal risks of all aspects of the business in which the Company is engaged,
recognizing that business decisions require the incurrence of risk. The Board is responsible for providing a balance
between risks incurred and the potential returns to shareholders of the Company. This requires that the Board ensure
that systems are in place to effectively monitor and manage risks with a view to the long-term viability of the
Company and its assets, and conduct an annual review of the associated risks.

4. Approach to Corporate Governance

The Company is committed to effective practices in corporate governance. The Company consistently assesses and
adopts corporate governance measures. The Corporate Governance and Nominating Committee shall be responsible
for disclosing the Company’s approach to corporate governance in public disclosure documents.

5. Oversight of Management

As the Board functions, the Board must ensure the execution of plans and operations are of the highest caliber. The
key to the effective discharge of this responsibility is the approval of the appointment of the senior officers of the
Company and the assessment of each senior officer’s contribution to the achievement of the Company’s strategy. In
this respect, performance against objectives established by the Board is important, as is a formal process for
determining the senior officers’ compensation, in part, by using established criteria and objectives for measuring
performance. To the extent feasible, the Board should also satisfy itself as to the integrity of the chief executive
officer and other executive officers, and that such officers create a culture of integrity throughout the Company.
“Executive officer” has the meaning set out in National Instrument 51-102 - Continuous Disclosure Obligations.

6. Succession Planning
On a regular basis, the Board shall review a succession plan, developed by management, addressing the policies and
principles for selecting a successor to the Chief Executive Officer (“CEQO”) and other key senior management
positions, both in an emergency situation and in the ordinary course of business. The succession plan should include
an assessment of the experience, performance, skills, training and planned career paths for possible successors to the
CEO currently in the Company’s senior management.
7. Expectations and Responsibilities of Board Members
(a) Commitment and Attendance
All members of the Board should make every effort to attend all meetings of the Board and meetings of
committees of which they are members, if any. Although attendance in person is encouraged, members may
attend by telephone to mitigate schedule conflicts.
(b) Participation in Meetings
Each member of the Board should be sufficiently familiar with the business of the Company, including its
financial statements and capital structure, and the risks and competition it faces, to facilitate active and
effective participation in the deliberations of the Board and of each committee on which he or she serves.
(©) Financial Knowledge
One of the most important roles of the Board is to monitor financial performance. Each member of the

Board should know how to read financial statements, and should understand the use of financial ratios and
other indices for evaluating financial performance.
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(d) Other Directorships

The Company values the experiences Board members bring from other boards on which they serve, but
recognizes that those boards may also present demands on a member’s time and availability, and may also
present conflicts of interest or other legal issues. Members of the Board should advise the Chair of the
Corporate Governance and Nominating Committee before accepting any new membership on other boards
of directors or any other significant commitment involving an affiliation with other related businesses or
governmental units.

(e) Contact with Management

All members of the Board are invited to contact the CEO at any time to discuss any aspect of the
Company’s business. While respecting organizational relationships and lines of communication, members
of the Board have complete access to other members of management. There shall be afforded frequent
opportunities for members of the Board to meet with the CEO, CFO and other members of management in
Board and committee meetings and in other formal or informal settings.

® Confidentiality

The proceedings and deliberations of the Board and its committees are confidential. Each member of the
Board shall maintain the confidentiality of information received in connection with his or her services.

(2) Preparation for Meetings

All members of the Board should make every effort to review all meeting materials prior to meetings of the
Board and meetings of committees of which they are members.

8. Shareholder Communications and Disclosure

The Board is responsible to ensure that the Company has policies in place to ensure effective and timely
communication and disclosure to the shareholders of the Company, other stakeholders and the public in general.
This communication and disclosure policy must effectively and fairly present the operations of the Company to
shareholders and should accommodate feedback from shareholders, which should be considered into future business
decisions.

The Board has the responsibility for ensuring that the financial performance of the Company is reported to
shareholders on a timely and regular basis and for ensuring that such financing results are reported fairly, in

accordance with generally accepted accounting principles.

The Board has the responsibility for ensuring that procedures are in place to effect the timely reporting of any
developments that have a significant and material impact on the value of shareholder assets.

The Board has the responsibility for reporting annually to shareholders on its stewardship for the preceding year.
9. Integrity of Corporate Control and Management Information Systems
To effectively discharge its duties, the Board shall ensure that the Company has in place effective control and

information systems so that it can track those criteria needed to monitor the implementation of the Company’s
strategy.
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Similarly, in reviewing and approving financial information, the Board shall ensure that the Company has an audit
system, which can inform the Board of the integrity of the data and compliance of the financial information with
generally accepted accounting principles.

The Board’s management of the important areas of corporate conduct, such as the commitment of the Company’s
assets to different businesses or material acquisitions, shall also be supported by effective control and information
systems.

10. Legal Requirements

The Board is responsible for ensuring that routine legal requirements, documents, and records have been properly
prepared, approved and maintained by the Company.

11. Board Delegation to Committees

The Board may delegate specific responsibilities to committees of the Board in order to effectively manage the
affairs of the Company.

12. Limitation

The foregoing is (i) subject to and without limitation of the requirement that in exercising their powers and
discharging their duties, the members of the Board act honestly and in good faith with a view to the best interests of
the Company; and (ii) subject to, and not in expansion of the requirement, that in exercising their powers and
discharging their duties the members of the Board exercise the care, diligence and skill that a reasonably prudent
person would exercise in comparable circumstances.

13. Assessments

The members of the Board will collectively assess the performance of the Board as a whole, the committees of the
Board and all directors with reference to their respective mandates, charters or terms of reference. Individual
directors will be assessed with reference to any applicable position descriptions, as well as the competencies and
skills that each director is expected to bring to the Board.

Unless otherwise determined by the Board, such assessment will occur informally and on an annual basis, with an

emphasis on the overall effectiveness and contributions made by the Board as a whole, the committees of the Board
and all directors individually.
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1. History; Effective Date.

Stanley Brothers Holdings Inc., a global company formed under the laws of the Province of British Columbia
(“SBHI”), has established the STANLEY BROTHERS HOLDINGS INC. 2018 LONG-TERM INCENTIVE
PLAN, as set forth herein, and as the same may be amended from time to time (the “Plan”). The Plan was adopted
by the Board of Directors of SBHI (the “Board”) on and is effective as of @, 2018 (the “Effective Date”).

2. Purpose.

The Purpose of the Plan is to:

(a) promote the long-term financial interests and growth of SBHI and its Subsidiaries (together, the
“Company”) by attracting and retaining management and other personnel and key service
providers with the training, experience and ability to enable them to make a substantial
contribution to the success of the Company’s business;

(b) motivate management personnel by means of growth-related incentives to achieve long-range
goals; and
(c) further the alignment of interests of Participants with those of the shareholders of SBHI through

opportunities for increased stock or stock-based ownership in SBHI.

Toward these objectives, the Administrator may grant stock options, stock appreciation rights, stock awards, stock
units, performance shares, performance units, and other stock-based awards to eligible individuals on the terms and
subject to the conditions set forth in the Plan.

3. Definitions.

Except as otherwise specifically provided in an Award Agreement, capitalized words and phrases used in the Plan or
an Award Agreement shall have the following meanings:

“Administrator” means the Compensation Committee, or such other committee(s) or officer(s) duly appointed by
the Board or the Compensation Committee to administer the Plan or delegated limited authority to perform
administrative actions under the Plan, and having such powers as shall be specified by the Board or the
Compensation Committee; provided, however, that at any time the Board may serve as the Administrator in lieu of
or in addition to the Compensation Committee or such other committee(s) or officer(s) to whom administrative
authority has been delegated. With respect to any Award to which Section 16 of the Exchange Act applies, the
Administrator shall consist of either the Board or a committee of the Board, which committee shall consist of two or
more directors, each of whom is intended to be, to the extent required by Rule 16b-3 of the Exchange Act, a “non-
employee director” as defined in Rule 16b-3 of the Exchange Act and an “independent director” to the extent
required by the rules of the national securities exchange that is the principal trading market for the Common Shares;
provided, that with respect to Awards made to a member of the Board who is not an employee of the Company,
“Administrator” means the Board. Any member of the Administrator who does not meet the foregoing requirements
shall abstain from any decision regarding an Award and shall not be considered a member of the Administrator to
the extent required to comply with Rule 16b-3 of the Exchange Act.

“Affiliate” means any entity, whether now or hereafter existing, which controls, is controlled by, or is under
common control with, SBHI or any successor to SBHI. For this purpose, “control” (including the correlative
meanings of the terms “controlled by” and “under common control with”) shall mean ownership, directly or
indirectly, of 50% or more of the total combined voting power of all classes of voting securities issued by such
entity, or the possession, directly or indirectly, of the power to direct the management and policies of such entity, by
contract or otherwise.

“Award” means any stock option, stock appreciation right, stock award, stock unit, Performance Share,
Performance Unit, and/or Other Stock-Based Award, granted under this Plan.
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“Award Agreement” means the written document(s), including an electronic writing acceptable to the
Administrator, and any notice, addendum or supplement thereto, memorializing the terms and conditions of an
Award granted pursuant to the Plan and which shall incorporate the terms of the Plan.

“Board” means the Board of Directors of SBHI.

“Business Day” means a day, other than a Saturday, Sunday or statutory holiday, when banks are generally open in
the City of Toronto, or the City of New York for the transaction of banking business.

“Change in Control” means the first of the following to occur: (i) a Change in Ownership of SBHI, (ii) a Change in
Effective Control of SBHI, or (iii) a Change in the Ownership of Assets of SBHI, as described herein and construed
in accordance with Code section 409A.

(a)

(b)

(©)

A “Change in Ownership of SBHI” shall occur on the date that any one Person acquires, or
Persons Acting as a Group acquire, ownership of the capital stock of SBHI that, together with the
stock held by such Person or Group, constitutes more than 50% of the total fair market value or
total voting power of the capital stock of SBHI. However, if any one Person is, or Persons Acting
as a Group are, considered to own more than 50%, on a fully diluted basis, of the total fair market
value or total voting power of the capital stock of SBHI, the acquisition of additional stock by the
same Person or Persons Acting as a Group is not considered to cause a Change in Ownership of
SBHI or to cause a Change in Effective Control of SBHI (as described below). An increase in the
percentage of capital stock owned by any one Person, or Persons Acting as a Group, as a result of
a transaction in which SBHI acquires its stock in exchange for property will be treated as an
acquisition of stock.

A “Change in Effective Control of SBHI” shall occur on the date either (A) a majority of
members of SBHI’s Board is replaced during any 12-month period by directors whose
appointment or election is not endorsed by a majority of the members of SBHI’s Board before the
date of the appointment or election, or (B) any one Person, or Persons Acting as a Group, acquires
(or has acquired during the 12-month period ending on the date of the most recent acquisition by
such Person or Persons) ownership of stock of SBHI possessing 50% or more of the total voting
power of the stock of SBHI.

A “Change in the Ownership of Assets of SBHI” shall occur on the date that any one Person
acquires, or Persons Acting as a Group acquire (or has or have acquired during the 12-month
period ending on the date of the most recent acquisition by such Person or Persons), assets from
SBHI that have a total gross fair market value equal to or more than 50% of the total gross fair
market value of all of the assets of SBHI immediately before such acquisition or acquisitions. For
this purpose, gross fair market value means the value of the assets of SBHI, or the value of the
assets being disposed of, determined without regard to any liabilities associated with such assets.

The following rules of construction apply in interpreting the definition of Change in Control:

6) A “Person” means any individual, entity or group within the meaning of Section 13(d)(3)
or 14(d)(2) of the Securities Exchange Act of 1934, as amended, other than employee
benefit plans sponsored or maintained by SBHI and by entities controlled by SBHI or an
underwriter, initial purchaser or placement agent temporarily holding the capital stock of
SBHI pursuant to a registered public offering.

(i1) Persons will be considered to be Persons Acting as a Group (or Group) if they are owners
of a corporation that enters into a merger, consolidation, purchase or acquisition of stock,
or similar business transaction with the corporation. If a Person owns stock in both
corporations that enter into a merger, consolidation, purchase or acquisition of stock, or
similar transaction, such shareholder is considered to be acting as a Group with other
shareholders only with respect to the ownership in that corporation before the transaction
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giving rise to the change and not with respect to the ownership interest in the other
corporation. Persons will not be considered to be acting as a Group solely because they
purchase assets of the same corporation at the same time or purchase or own stock of the
same corporation at the same time, or as a result of the same public offering.

(iii) A Change in Control shall not include a transfer to a related person as described in Code
section 409A or a public offering of capital stock of SBHI.

(iv) For purposes of the definition of Change in Control, Section 318(a) of the Code applies to
determine stock ownership. Stock underlying a vested option is considered owned by the
individual who holds the vested option (and the stock underlying an unvested option is
not considered owned by the individual who holds the unvested option). For purposes of
the preceding sentence, however, if a vested option is exercisable for stock that is not
substantially vested (as defined by Treasury Regulation §1.83-3(b) and (j)), the stock
underlying the option is not treated as owned by the individual who holds the option.

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and any successor thereto, the
Treasury Regulations thereunder and other relevant interpretive guidance issued by the Internal Revenue Service or
the Treasury Department. Reference to any specific section of the Code shall be deemed to include such regulations
and guidance, as well as any successor section, regulations and guidance.

“Common Shares” means common shares in the capital of SBHI, without par value, and any capital securities into
which they are converted.

“Company” means SBHI and its Subsidiaries, except where the context otherwise requires. For purposes of
determining whether a Change in Control has occurred, Company shall mean only SBHI.

“Compensation Committee” means the Corporate Governance and Compensation Committee of the Board.

“SBHI” means Stanley Brothers Holdings Inc., a company organized under the laws of the province of British
Colombia, Canada.

“Dividend Equivalent” means a right, granted to a Participant, to receive cash, Common Shares, stock Units or
other property equal in value to dividends paid with respect to a specified number of Common Shares.

“Effective Date” means o, 2018.

“Eligible Individuals” means (i) officers and employees of, and other individuals, including non-employee
directors, who are natural persons providing bona fide services to or for, SBHI or any of its Subsidiaries, provided
that 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 SBHI’s securities and (ii) SBHI consultants who are natural
persons providing bona fide services to or for, SBHI or any of its Subsidiaries, provided that 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 SBHI’s securities.

“Exchange” means the Canadian Stock Exchange or any such exchange in Canada or the United States on which
Common Shares are listed and posted for trading.

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to time, and any successor
thereto. Reference to any specific section of the Exchange Act shall be deemed to include such regulations and

guidance issued thereunder, as well as any successor section, regulations and guidance.

“Fair Market Value” means, on a per share basis as of any date, unless otherwise determined by the Administrator:
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(a) if the principal market for the Common Shares (as determined by the Administrator if the
Common Shares are listed or admitted to trading on more than one exchange or market) is a
national securities exchange or an established securities market, the official closing price per
Common Share for the regular market session on that date on the principal exchange or market on
which the Common Shares are then listed or admitted to trading or, if no sale is reported for that
date, on the last preceding day on which a sale was reported, all as reported by such source as the
Administrator may select;

(b) if the principal market for the Common Shares is not a national securities exchange or an
established securities market, but the Common Shares are quoted by a national quotation system,
the average of the highest bid and lowest asked prices for the Common Shares on that date as
reported on a national quotation system or, if no prices are reported for that date, on the last
preceding day on which prices were reported, all as reported by such source as the Administrator
may select; or

(c) if the Common Shares are neither listed or admitted to trading on a national securities exchange or
an established securities market, nor quoted by a national quotation system, the value determined
by the Administrator in good faith by the reasonable application of a reasonable valuation method,
which method may, but need not, include taking into account an appraisal of the fair market value
of the Common Shares conducted by a nationally recognized appraisal firm selected by the
Administrator.

Notwithstanding the preceding, for foreign, federal, state and local income tax reporting purposes and for such other
purposes as the Administrator deems appropriate, the Fair Market Value shall be determined by the Administrator in
accordance with uniform and non-discriminatory standards adopted by it from time to time.

“Full Value Award” means an Award that results in SBHI transferring the full value of a Common Share under the
Award, whether or not an actual share of stock is issued. Full Value Awards shall include, but are not limited to,
stock awards, stock units, Performance Shares, Performance Units that are payable in Common Shares, and Other
Stock-Based Awards for which SBHI transfers the full value of a Common Share under the Award, but shall not
include Dividend Equivalents.

“Incentive Stock Option” means any stock option that is designated, in the applicable Award Agreement or the
resolutions of the Administrator under which the stock option is granted, as an “incentive stock option” within the
meaning of Section 422 of the Code and otherwise meets the requirements to be an “incentive stock option” set forth
in Section 422 of the Code.

“Legacy Option Plan” means the existing stock option plan of CWB Holdings, Inc., which will be assumed by
SBHI, until all stock options existing thereunder have been exercised or have expired.

“Non-qualified Option” means any stock option that is not an Incentive Stock Option.

“Other Stock-Based Award” means an Award of Common Shares or any other Award that is valued in whole or in
part by reference to, or is otherwise based upon, Common Shares, including without limitation Dividend
Equivalents.

“Participant” means an Eligible Individual to whom one or more Awards are or have been granted pursuant to the
Plan and have not been fully settled or cancelled and, following the death of any such person, his successors, heirs,
executors and administrators, as the case may be.

“Performance Award” means a Full Value Award, the grant, vesting, lapse of restrictions or settlement of which is

conditioned upon the achievement of performance objectives over a specified Performance Period and includes,
without limitation, Performance Shares and Performance Units.
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“Performance Criteria” means the Performance Criteria established by the Administrator in connection with the
grant of Awards based on Performance Metrics or other performance criteria selected by the Administrator.

“Performance Period” means that period established by the Administrator during which any Performance Criteria
specified by the Administrator with respect to such Award are to be measured.

“Performance Metrics” means criteria established by the Administrator relating to any of the following, as it may
apply to an individual, one or more business units, divisions, or Affiliates, or on a company-wide basis, and in
absolute terms, relative to a base period, or relative to the performance of one or more comparable companies, peer
groups, or an index covering multiple companies:

(a) Earnings or Profitability Metrics: any derivative of revenue; earnings/loss (gross, operating, net, or
adjusted); earnings/loss before interest and taxes (“EBIT”); earnings/loss before interest, taxes,
depreciation and amortization (“EBITDA”); profit margins; operating margins; expense levels or
ratios; provided that any of the foregoing metrics may be adjusted to eliminate the effect of any
one or more of the following: interest expense, asset impairments or investment losses, early
extinguishment of debt or stock-based compensation expense;

(b) Return Metrics: any derivative of return on investment, assets, equity or capital (total or invested);

(c) Investment Metrics: relative risk-adjusted investment performance; investment performance of
assets under management;

(d) Cash Flow Metrics: any derivative of operating cash flow; cash flow sufficient to achieve financial
ratios or a specified cash balance; free cash flow; cash flow return on capital; net cash provided by
operating activities; cash flow per share; working capital;

(e) Liquidity Metrics: any derivative of debt leverage (including debt to capital, net debt-to-capital,
debt-to-EBITDA or other liquidity ratios);

® Stock Price and Equity Metrics: any derivative of return on shareholders’ equity; total shareholder
return; stock price; stock price appreciation; market capitalization; earnings/loss per share (basic
or diluted) (before or after taxes);

(2) Strategic Metrics: product research and development; completion of an identified special project;
clinical trials; regulatory filings or approvals; patent application or issuance; manufacturing or
process development; sales or net sales; market share; market penetration; economic value added;
customer service; customer satisfaction; inventory control; balance of cash, cash equivalents and
marketable securities; growth in assets; key hires; employee satisfaction; employee retention;
business expansion; acquisitions, divestitures, joint ventures or financing; legal compliance or
safety and risk reduction; and/or

(h) Any such personal performance objectives as determined by the Plan Administrator.

“Performance Shares” means a grant of stock or stock Units the issuance, vesting or payment of which is
contingent on performance as measured against predetermined objectives over a specified Performance Period.

“Performance Units” means a grant of dollar-denominated Units the value, vesting or payment of which is
contingent on performance against predetermined objectives over a specified Performance Period.

“Plan” means this 2018 Long-Term Incentive Plan, as set forth herein and as it may be amended from time to time.
“Restricted Stock” means an Award of Common Shares to a Participant that may be subject to certain

transferability and other restrictions and to a risk of forfeiture (including by reason of not satisfying certain
Performance Criteria).
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“Restricted Stock Unit” means a right granted to a Participant to receive Common Shares or cash at the end of a
specified deferral period, which right may be conditioned on the satisfaction of certain requirements (including the
satisfaction of certain Performance Criteria).

“Restriction Period” means, with respect to Full Value Awards, the period commencing on the date of grant of
such Award to which vesting or transferability and other restrictions and a risk of forfeiture apply and ending upon
the expiration of the applicable vesting conditions, transferability and other restrictions and lapse of risk of forfeiture
and/or the achievement of the applicable Performance Criteria (it being understood that the Administrator may
provide that vesting shall occur and/or restrictions shall lapse with respect to portions of the applicable Award
during the Restriction Period in accordance with Section 7(b)).

“Subsidiary” means any corporation or other entity in an unbroken chain of corporations or other entities beginning
with SBHI if each of the corporations or other entities, or group of commonly controlled corporations or other
entities, other than the last corporation or other entity in the unbroken chain then owns stock or other equity interests
possessing 50% or more of the total combined voting power of all classes of stock or other equity interests in one of
the other corporations or other entities in such chain or otherwise has the power to direct the management and
policies of the entity by contract or by means of appointing a majority of the members of the board or other body
that controls the affairs of the entity; provided, however, that solely for purposes of determining whether a
Participant has a Termination of Service that is a “separation from service” within the meaning of Section 409A of
the Code or whether an Eligible Individual is eligible to be granted an Award that in the hands of such Eligible
Individual would constitute a “nonqualified deferred compensation plan” within the meaning of Section 409A of the
Code , a “Subsidiary” of a corporation or other entity means all other entities with which such corporation or other
entity would be considered a single employer under Sections 414(b) or 414(c) of the Code.

“Tax Withholding Obligation” means any federal, state, local or foreign (non-United States) income, employment
or other tax or social insurance contribution required by applicable law to be withheld in respect of Awards.

“Termination of Service” means the termination of the Participant’s employment or consultancy with, or
performance of services for, SBHI and its Subsidiaries. Temporary absences from employment because of illness,
vacation or leave of absence and transfers among SBHI and its Subsidiaries shall not be considered Terminations of
Service. With respect to any Award that constitutes a “nonqualified deferred compensation plan” within the meaning
of Section 409A of the Code, “Termination of Service” shall mean a “separation from service” as defined under
Section 409A of the Code to the extent required by Section 409A of the Code to avoid the imposition of any tax or
interest or the inclusion of any amount in income pursuant to Section 409A of the Code. A Participant has a
separation from service within the meaning of Section 409A of the Code if the Participant terminates employment
with SBHI and all Subsidiaries for any reason. A Participant will generally be treated as having terminated
employment with SBHI and all Subsidiaries as of a certain date if the Participant and the entity that employs the
Participant reasonably anticipate that the Participant will perform no further services for SBHI or any Subsidiary
after such date or that the level of bona fide services that the Participant will perform after such date (whether as an
employee or an independent contractor) will permanently decrease to no more than 20 percent (20%) of the average
level of bona fide services performed (whether as an employee or an independent contractor) over the immediately
preceding 36-month period (or the full period of services if the Participant has been providing services for fewer
than 36 months); provided, however, that the employment relationship is treated as continuing while the Participant
is on military leave, sick leave or other bona fide leave of absence if the period of leave does not exceed six months
or, if longer, so long as the Participant retains the right to reemployment with SBHI or any Subsidiary.

“Total and Permanent Disability” means, with respect to a Participant, except as otherwise provided in the
relevant Award Agreement, that a Participant is (i) unable to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment that can be expected to last until the Participant’s death
or result in death, or (ii) determined to be totally disabled by the Social Security Administration or other
governmental or quasi-governmental body that administers a comparable social insurance program outside of the
United States in which the Participant participates and which conditions the right to receive benefits under such
program on the Participant being unable to engage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment that can be expected to last until the Participant’s death or result in
death. The Administrator shall have sole authority to determine whether a Participant has suffered a Total and
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Permanent Disability and may require such medical or other evidence as it deems necessary to judge the nature and
permanency of the Participant’s condition.

“Unit” means a bookkeeping entry used by SBHI to record and account for the grant of the following types of
Awards until such time as the Award is paid, cancelled, forfeited or terminated, as the case may be: stock units,
Restricted Stock Units, Performance Units, and Performance Shares that are expressed in terms of units of Common

Shares.
4. Administration.
(a) Administration of the Plan. The Plan shall be administered by the Administrator.
(b) Powers of the Administrator. The Administrator shall, except as otherwise provided under the

Plan, have full authority, in its sole and absolute discretion, to grant Awards pursuant to the terms
of the Plan to Eligible Individuals and to take all other actions necessary or desirable to carry out
the purpose and intent of the Plan. Among other things, the Administrator shall have the authority,
in its sole and absolute discretion, subject to the terms and conditions of the Plan to:

(i)

(i)
(iif)

(iv)

)

(vi)

(vii)

determine the Eligible Individuals to whom, and the time or times at which, Awards shall
be granted,;

determine the types of Awards to be granted any Eligible Individual;

determine the number of Common Shares to be covered by or used for reference purposes
for each Award or the value to be transferred pursuant to any Award;

determine the terms, conditions and restrictions applicable to each Award (which need
not be identical) and any shares acquired pursuant thereto, including, without limitation,
(A) the purchase price of any Common Shares, (B) the method of payment for shares
purchased pursuant to any Award, (C) the method for satisfying any tax withholding
obligation arising in connection with any Award, including by the withholding or
delivery of Common Shares, (D) subject to Section 5(f) and 7(b), the timing, terms and
conditions of the exercisability, vesting or payout of any Award or any shares acquired
pursuant thereto, (E) the Performance Criteria applicable to any Award and the extent to
which such Performance Criteria have been attained, (F) the time of the expiration of any
Award, (G) the effect of the Participant’s Termination of Service on any of the foregoing,
and (H) all other terms, conditions and restrictions applicable to any Award or shares
acquired pursuant thereto as the Administrator shall consider to be appropriate and not
inconsistent with the terms of the Plan;

subject to Sections 7(f), 10(c) and 15, modify, amend or adjust the terms and conditions
of any Award;

subject to Section 7(b), accelerate or otherwise change the time at or during which an
Award may be exercised or becomes payable and waive or accelerate the lapse, in whole
or in part, of any restriction, condition or risk of forfeiture with respect to such Award;
provided, however, that, except in connection with death, disability or a Change in
Control, no such change, waiver or acceleration shall be made to any Award that is
considered “deferred compensation” within the meaning of Section 409A of the Code if
the effect of such action is inconsistent with Section 409A of the Code;

determine whether an Award will be paid or settled in cash, Common Shares, or in any
combination thereof and whether, to what extent and under what circumstances cash or
Common Shares payable with respect to an Award shall be deferred either automatically
or at the election of the Participant;
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(©)

(d)

(e)

(viii)  for any purpose, including but not limited to, qualifying for preferred or beneficial tax
treatment, accommodating the customs or administrative challenges or otherwise
complying with the tax, accounting or regulatory requirements of one or more
jurisdictions, adopt, amend, modify, administer or terminate sub-plans, appendices,
special provisions or supplements applicable to Awards regulated by the laws of a
particular jurisdiction, which sub-plans, appendices, supplements and special provisions
may take precedence over other provisions of the Plan, and prescribe, amend and/or
rescind rules and regulations relating to such sub-plans, supplements and/or special
provisions;

(ix) establish any “blackout” period, during which transactions affecting Awards may not be
effected, that the Administrator in its sole discretion deems necessary or advisable;

x) determine the Fair Market Value of Common Shares or other property for any purpose
under the Plan or any Award,

(xi) administer, construe and interpret the Plan, Award Agreements and all other documents
relevant to the Plan and Awards issued thereunder, and decide all other matters to be
determined in connection with an Award;

(xii) establish, amend, rescind and interpret such administrative rules, regulations, agreements,
guidelines, instruments and practices for the administration of the Plan and for the
conduct of its business as the Administrator deems necessary or advisable;

(xiil)  correct any defect, supply any omission or reconcile any inconsistency in the Plan or in
any Award or Award Agreement in the manner and to the extent the Administrator shall
consider it desirable to carry it into effect; and

(xiv)  specify that vesting conditions in respect of Awards shall not extend beyond applicable
limitations such that the Award complies at all times with the exception in paragraph (k)
of the definition of “salary deferral arrangement” in subsection 248(1) of the Income Tax
Act (Canada) or comparable legislation of any jurisdiction; and

(xv) otherwise administer the Plan and all Awards granted under the Plan.

Delegation of Administrative Authority. The Administrator may designate officers or
employees of the Company to assist the Administrator in the administration of the Plan and, to the
extent permitted by applicable law and stock exchange rules, the Administrator may delegate to
officers or other employees of the Company any of the Administrator’s duties and powers under
the Plan, subject to such conditions and limitations as the Administrator shall prescribe, including
without limitation the authority to execute agreements or other documents on behalf of the
Administrator; provided, however, that such delegation of authority shall not extend to the
granting of, or exercise of discretion with respect to, Awards to Eligible Individuals who are
officers under Section 16 of the Exchange Act.

Non-Uniform Determinations. The Administrator’s determinations under the Plan (including
without limitation, determinations of the persons to receive Awards, the form, amount and timing
of such Awards, the terms and provisions of such Awards and the Award Agreements evidencing
such Awards, and the ramifications of a Change in Control upon outstanding Awards) need not be
uniform and may be made by the Administrator selectively among Awards or persons who
receive, or are eligible to receive, Awards under the Plan, whether or not such persons are
similarly situated.

Limited Liability; Advisors. To the maximum extent permitted by law, no member of the
Administrator shall be liable for any action taken or decision made in good faith relating to the
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(2

Shares.

(a)

(b)

Plan or any Award thereunder. The Administrator may employ counsel, consultants, accountants,
appraisers, brokers or other persons. The Administrator, SBHI, and the officers and directors of
SBHI shall be entitled to rely upon the advice, opinions or valuations of any such persons.

Indemnification. To the maximum extent permitted by law, by SBHI’s Notice and Articles of
Incorporation, and by any directors’ and officers’ liability insurance coverage which may be in
effect from time to time, the members of the Administrator and any agent or delegate of the
Administrator who is a director, officer or employee of SBHI or an Affiliate shall be indemnified
by SBHI against any and all liabilities and expenses to which they may be subjected by reason of
any act or failure to act with respect to their duties on behalf of the Plan.

Effect of Administrator’s Decision. All actions taken and determinations made by the
Administrator on all matters relating to the Plan or any Award pursuant to the powers vested in it
hereunder shall be in the Administrator’s sole and absolute discretion, unless in contravention of
any express term of the Plan, including, without limitation, any determination involving the
appropriateness or equitableness of any action. All determinations made by the Administrator shall
be conclusive, final and binding on all parties concerned, including SBHI, its shareholders, any
Participants and any other employee, consultant, or director of SBHI and its Affiliates, and their
respective successors in interest. No member of the Administrator, nor any director, officer,
employee or representative of SBHI shall be personally liable for any action, determination or
interpretation made in good faith with respect to the Plan or Awards.

Number of Shares Available for Awards. Subject to adjustment as provided in Section 5(b), the
number of Common Shares issuable pursuant to Awards that may be granted under the Plan shall
be equal to 13,500,000 Common Shares, less any Common Shares that are issuable pursuant to the
Legacy Option Plan, as may be adjusted from time to time (the “Share Pool”). Subject to
applicable law, the requirements of the Exchange and any shareholder or other approval which
may be required, the Administrator may in its discretion amend the Plan to increase such limit
without notice to any Participants.

Adjustments. On and after the Effective Date, the Share Pool shall be adjusted, in addition to any
adjustments to be made pursuant to Section 10 of the Plan, as follows:

(1) The Share Pool shall be reduced, on the date of grant, by one share for each stock option
or stock appreciation right granted under the Plan and by one share for each stock award,
stock unit, Performance Share and/or Other Stock-Based Award granted under the Plan;
provided that Awards that are valued by reference to Common Shares but are required to
be paid in cash pursuant to their terms shall not reduce the Share Pool;

(ii) If and to the extent options or stock appreciation rights originating from the Share Pool
terminate, expire, or are canceled, forfeited, exchanged, or surrendered without having
been exercised, or if any stock awards, stock units, Performance Shares and/or Other
Stock-Based Awards are forfeited, the Common Shares subject to such Awards shall
again be available for Awards under the Share Pool, and shall increase the Share Pool by
one share for each stock option or stock appreciation right and one share for each stock
award, stock unit, Performance Share and/or Other Stock-Based Award issued in
connection with such Award or by which the Award is valued by reference;

(iii) Notwithstanding the foregoing, the following Common Shares shall not become available
for issuance under the Plan: (A) shares tendered by Participants, or withheld by the
Company, as full or partial payment to the Company upon the exercise of stock options
granted under the Plan, until such Shares are cancelled; (B) shares reserved for issuance
upon the grant of stock appreciation rights, to the extent the number of reserved shares
exceeds the number of shares actually issued upon the exercise of the stock appreciation
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rights; and (C) shares withheld by, or otherwise remitted to, the Company to satisfy a
Participant’s tax withholding obligations upon the lapse of restrictions on stock awards or
the exercise of stock options or stock appreciation rights granted under the Plan, until
such Shares are cancelled.

(©) ISO Limit. Subject to adjustment pursuant to Section 10 of the Plan, the maximum number of
Common Shares that may be issued pursuant to stock options granted under the Plan that are
intended to qualify as Incentive Stock Options within the meaning of Section 422 of the Code
shall be equal to 13,500,000.

(d) Source of Shares. The Common Shares with respect to which Awards may be made under the
Plan shall be shares authorized by SBHI for issuance but unissued, or issued and reacquired,
including without limitation shares purchased in the open market or in private transactions.

(e) Stock Exchange Limits.

(i) The number of Common Shares subject to Awards granted to any one Participant shall be
determined by the Board, but no one Participant shall be granted Awards which exceed,
in aggregate, the maximum number permitted by the Exchange, if applicable.

(i1) Subject to the aggregate limit and adjustment provisions in Section 5 of this Plan, the
aggregate number of Common Shares that may be issued pursuant to the exercise of
Awards under the Plan and all other security based compensation arrangements of the
Company are subject to the following additional limitations:

A. in the aggregate, no more than 10% of the issued and outstanding Common
Shares (on a non-diluted basis) may be reserved at any time for insiders (as
defined in the Securities Act (Ontario) and includes an associate and Affiliate, as
defined in the Securities Act (Ontario) (“Insider(s)”) under the Plan, together
with all other security based compensation arrangements of the Company; and
B. the number of securities of the Company issued to Insiders, within any one year
period, under all security based compensation arrangements, cannot exceed 10%
of the issued and outstanding Common Shares.
6. Participation.
Participation in the Plan shall be open to all Eligible Individuals, as may be selected by the Administrator from time
to time.
7. Awards.
(a) Awards, In General. The Administrator, in its sole discretion, shall establish the terms of all

Awards granted under the Plan consistent with the terms of the Plan. Awards may be granted
individually or in tandem with other types of Awards, concurrently with or with respect to
outstanding Awards. All Awards are subject to the terms and conditions of the Plan and as
provided in the Award Agreement, which shall be delivered to the Participant receiving such
Award upon, or as promptly as is reasonably practicable following, the grant of such Award.
Unless otherwise specified by the Administrator, in its sole discretion, or otherwise provided in
the Award Agreement, an Award shall not be effective unless the Award Agreement is signed or
otherwise accepted by SBHI and the Participant receiving the Award (including by electronic
delivery and/or electronic signature). Unless the Administrator determines otherwise, any failure
by the Participant to sign and return the Award Agreement within such period of time following
the granting of the Award as the Administrator shall prescribe shall cause such Award to the
Participant to be null and void. The Administrator may direct that any stock certificate evidencing
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(b)

(©)

shares issued pursuant to the Plan shall bear a legend setting forth such restrictions on
transferability as may apply to such shares pursuant to the Plan.

Minimum Restriction Period for Full Value Awards. Except as provided below and
notwithstanding any provision of the Plan to the contrary, each Full Value Award granted under
the Plan shall be subject to a minimum Restriction Period of 12 months from the date of grant if
vesting of or lapse of restrictions on such Award is based on the satisfaction of Performance
Criteria and a minimum Restriction Period of 36 months from the date of grant, applied in either
pro rata installments or a single installment, if vesting of or lapse of restrictions on such Award is
based solely on the Participant’s satisfaction of specified service requirements with the Company.
If the grant of a Performance Award is conditioned on satisfaction of Performance Criteria, the
Performance Period shall not be less than 12 months’ duration, but no additional minimum
Restriction Period need apply to such Award. Except as provided below and notwithstanding any
provision of the Plan to the contrary, the Administrator shall not have discretionary authority to
waive the minimum Restriction Period applicable to a Full Value Award, except in the case of
death, disability, retirement, or a Change in Control. Notwithstanding the foregoing, the provisions
of this Section 7(b) shall not apply and/or may be waived, in the Administrator’s sole discretion,
with respect to up to the number of Full Value Awards that is equal to 10% of the aggregate Share
Pool as of the Effective Date.

Stock Options.

(1) Grants. A stock option means a right to purchase a specified number of Common Shares
from SBHI at a specified price during a specified period of time. The Administrator may
from time to time grant to Eligible Individuals Awards of Incentive Stock Options or
Non-qualified Options; provided, however, that Awards of Incentive Stock Options shall
be limited to employees of SBHI or of any current or hereafter existing “parent
corporation” or “subsidiary corporation,” as defined in Sections 424(e) and 424(f) of the
Code, respectively, of SBHI, and any other Eligible Individuals who are eligible to
receive Incentive Stock Options under the provisions of Section 422 of the Code. No
stock option shall be an Incentive Stock Option unless so designated by the Administrator
at the time of grant or in the applicable Award Agreement.

(i1) Exercise. Stock options shall be exercisable at such time or times and subject to such
terms and conditions as shall be determined by the Administrator; provided, however,
that Awards of stock options may not have a term in excess of ten years’ duration unless
required otherwise by applicable law. The exercise price per share subject to a stock
option granted under the Plan shall not be less than the Fair Market Value of one
Common Share on the date of grant of the stock option, except as provided under
applicable law or with respect to stock options that are granted in substitution of similar
types of awards of a company acquired by SBHI or a Subsidiary or with which SBHI or a
Subsidiary combines (whether in connection with a corporate transaction, such as a
merger, combination, consolidation or acquisition of property or stock, or otherwise) to
preserve the intrinsic value of such awards. Should the expiry date of a stock option fall
within a period during which the relevant Participant is prohibited from exercising a
Nonqualified Option due to trading restrictions imposed by the Company pursuant to any
policy of the Company respecting restrictions on trading that is in effect at that time (a
“blackout period”) or within nine Business Days following the expiration of a blackout
period, such expiry date of the Nonqualified Option shall be automatically extended
without any further act or formality to that date which is the tenth Business Day after the
end of the blackout period (but not beyond the first to occur of the original term of the
option or the 10™ anniversary of the original grant date of the option), such tenth Business
Day to be considered the expiry date for such Nonqualified Option for all purposes under
the Plan. The ten Business Day period referred to in this paragraph may not be extended
by the Board.
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(d)

(e)

(iii)

(iv)

Termination of Service. Except as provided in the applicable Award Agreement or
otherwise determined by the Administrator, to the extent stock options are not vested and
exercisable, a Participant’s stock options shall be forfeited upon his or her Termination of
Service.

Additional Terms and Conditions. The Administrator may, by way of the Award
Agreement or otherwise, determine such other terms, conditions, restrictions, and/or
limitations, if any, of any Award of stock options, provided they are not inconsistent with
the Plan.

Limitation on Reload Options. The Administrator shall not grant stock options under this Plan
that contain a reload or replenishment feature pursuant to which a new stock option would be
granted automatically upon receipt of delivery of Common Shares to SBHI in payment of the
exercise price or any tax withholding obligation under any other stock option.

Stock Appreciation Rights.

(i)

(i)

(iif)

(iv)

Grants. The Administrator may from time to time grant to Eligible Individuals Awards of
stock appreciation rights. A stock appreciation right entitles the Participant to receive,
subject to the provisions of the Plan and the Award Agreement, a payment having an
aggregate value equal to the product of (i) the excess of (A) the Fair Market Value on the
exercise date of one Common Share over (B) the base price per share specified in the
Award Agreement, times (ii) the number of shares specified by the stock appreciation
right, or portion thereof, which is exercised. The base price per share specified in the
Award Agreement shall not be less than the Fair Market Value on the date of grant, or
with respect to stock appreciation rights that are granted in substitution of similar types of
awards of a company acquired by SBHI or a Subsidiary or with which SBHI or a
Subsidiary combines (whether in connection with a corporate transaction, such as a
merger, combination, consolidation or acquisition of property or stock, or otherwise) such
base price as is necessary to preserve the intrinsic value of such awards.

Exercise. Stock appreciation rights shall be exercisable at such time or times and subject
to such terms and conditions as shall be determined by the Administrator; provided,
however, that stock appreciation rights granted under the Plan may not have a term in
excess of ten years’ duration unless required otherwise by applicable law. The applicable
Award Agreement shall specify whether payment by SBHI of the amount receivable
upon any exercise of a stock appreciation right is to be made in cash or Common Shares
or a combination of both, or shall reserve to the Administrator or the Participant the right
to make that determination prior to or upon the exercise of the stock appreciation right. If
upon the exercise of a stock appreciation right a Participant is to receive a portion of such
payment in Common Shares, the number of shares shall be determined by dividing such
portion by the Fair Market Value of a Common Share on the exercise date. No fractional
shares shall be used for such payment and the Administrator shall determine whether
cash shall be given in lieu of such fractional shares or whether such fractional shares shall
be eliminated.

Termination of Service. Except as provided in the applicable Award Agreement or
otherwise determined by the Administrator, to the extent stock appreciation rights are not
vested and exercisable, a Participant’s stock appreciation rights shall be forfeited upon
his or her Termination of Service.

Additional Terms and Conditions. The Administrator may, by way of the Award
Agreement or otherwise, determine such other terms, conditions, restrictions, and/or
limitations, if any, of any Award of stock appreciation rights, provided they are not
inconsistent with the Plan.
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Repricing. Notwithstanding anything herein to the contrary, except in connection with a corporate
transaction involving SBHI (including, without limitation, any stock dividend, stock split,
extraordinary cash dividend, recapitalization, reorganization, merger, consolidation, split-up, spin-
off, combination, or exchange of shares), the terms of options and stock appreciation rights
granted under the Plan may not be amended, after the date of grant, to reduce the exercise price of
such options or stock appreciation rights, nor may outstanding options or stock appreciation rights
be canceled in exchange for (i) cash, (ii) options or stock appreciation rights with an exercise price
or base price that is less than the exercise price or base price of the original outstanding options or
stock appreciation rights, or (iii) other Awards, unless such action is approved by SBHI’s
shareholders.

Stock Awards.

(1) Grants. The Administrator may from time to time grant to Eligible Individuals Awards of
unrestricted Common Shares or Restricted Stock (collectively, “Stock Awards’) on such
terms and conditions, and for such consideration, including no consideration or such
minimum consideration as may be required by law, as the Administrator shall determine,
subject to the limitations set forth in Section 7(b). Stock Awards shall be evidenced in
such manner as the Administrator may deem appropriate, including via book-entry
registration.

(i1) Vesting. Restricted Stock shall be subject to such vesting, restrictions on transferability
and other restrictions, if any, and/or risk of forfeiture as the Administrator may impose at
the date of grant or thereafter. The Restriction Period to which such vesting, restrictions
and/or risk of forfeiture apply may lapse under such circumstances, including without
limitation upon the attainment of Performance Criteria, in such installments, or otherwise,
as the Administrator may determine. Subject to the provisions of the Plan, the applicable
Award Agreement and applicable law, during the Restriction Period, the Participant shall
not be permitted to vote sell, assign, transfer, pledge or otherwise encumber shares of
Restricted Stock.

(iii) Rights of a Sharcholder; Dividends. Except to the extent restricted under the Award
Agreement relating to the Restricted Stock, a Participant granted Restricted Stock shall
have all of the rights of a sharecholder of Common Shares including, without limitation,
the right to vote Restricted Stock upon the expiry of the Restriction Period. Subject to
shareholder approval, cash dividends declared payable on Common Shares shall be paid,
with respect to outstanding Restricted Stock, as determined by the Administrator, and
shall be paid in cash or as unrestricted Common Shares having a Fair Market Value equal
to the amount of such dividends or may be reinvested in additional shares of Restricted
Stock as determined by the Administrator; provided, however, that dividends declared
payable on Restricted Stock that is granted as a Performance Award shall be held by
SBHI and made subject to forfeiture at least until achievement of the applicable
Performance Goal related to such shares of Restricted Stock. Stock distributed in
connection with a stock split or stock dividend, and other property distributed as a
dividend, shall be subject to restrictions and a risk of forfeiture to the same extent as the
Restricted Stock with respect to which such Common Shares or other property has been
distributed. As soon as is practicable following the date on which restrictions on any
shares of Restricted Stock lapse, SBHI shall deliver to the Participant the certificates for
such shares or shall cause the shares to be registered in the Participant’s name in book-
entry form, in either case with the restrictions removed, provided that the Participant shall
have complied with all conditions for delivery of such shares contained in the Award
Agreement or otherwise reasonably required by SBHI.

(iv) Termination of Service. Except as provided in the applicable Award Agreement, upon

Termination of Service during the applicable Restriction Period, Restricted Stock and any
accrued but unpaid dividends that are at that time subject to restrictions shall be forfeited;
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provided that, subject to the limitations set forth in Section 7(b), the Administrator may
provide, by rule or regulation or in any Award Agreement, or may determine in any
individual case, that restrictions or forfeiture conditions relating to Restricted Stock will
be waived in whole or in part in the event of terminations resulting from specified causes,
and the Administrator may in other cases waive in whole or in part the forfeiture of
Restricted Stock.

Additional Terms and Conditions. The Administrator may, by way of the Award
Agreement or otherwise, determine such other terms, conditions, restrictions, and/or
limitations, if any, of any Award of Restricted Stock, provided they are not inconsistent
with the Plan.

(h) Stock Units.

(i)

(i)

(iii)

(iv)

Grants. The Administrator may from time to time grant to Eligible Individuals Awards of
unrestricted stock Units or Restricted Stock Units on such terms and conditions, and for
such consideration, including no consideration or such minimum consideration as may be
required by law, as the Administrator shall determine, subject to the limitations set forth
in Section 7(b). Restricted Stock Units represent a contractual obligation by SBHI to
deliver a number of Common Shares, an amount in cash equal to the Fair Market Value
of the specified number of shares subject to the Award, or a combination of Common
Shares and cash, in accordance with the terms and conditions set forth in the Plan and any
applicable Award Agreement.

Vesting and Payment. Restricted Stock Units shall be subject to such vesting, risk of
forfeiture and/or payment provisions as the Administrator may impose at the date of
grant. The Restriction Period to which such vesting and/or risk of forfeiture apply may
lapse under such circumstances, including without limitation upon the attainment of
Performance Criteria, in such installments, or otherwise, as the Administrator may
determine. Common Shares, cash or a combination of Common Shares and cash, as
applicable, payable in settlement of Restricted Stock Units shall be delivered to the
Participant as soon as administratively practicable, but no later than 30 days, after the
date on which payment is due under the terms of the Award Agreement provided that the
Participant shall have complied with all conditions for delivery of such shares or payment
contained in the Award Agreement or otherwise reasonably required by SBHI, or in
accordance with an election of the Participant, if the Administrator so permits, that meets
the requirements of Section 409A of the Code.

No Rights of a Shareholder; Dividend Equivalents. Until Common Shares are issued to
the Participant in settlement of stock Units, the Participant shall not have any rights of a
shareholder of SBHI with respect to the stock Units or the shares issuable thereunder.
The Administrator may grant to the Participant the right to receive Dividend Equivalents
on stock Units, on a current, reinvested and/or restricted basis, subject to such terms as
the Administrator may determine provided, however, that Dividend Equivalents payable
on stock Units that are granted as a Performance Award shall, rather than be paid on a
current basis, be accrued and made subject to forfeiture at least until achievement of the
applicable Performance Goal related to such stock Units.

Termination of Service. Upon Termination of Service during the applicable deferral
period or portion thereof to which forfeiture conditions apply, or upon failure to satisfy
any other conditions precedent to the delivery of Common Shares or cash to which such
Restricted Stock Units relate, all Restricted Stock Units and any accrued but unpaid
Dividend Equivalents with respect to such Restricted Stock Units that are then subject to
deferral or restriction shall be forfeited; provided that, subject to the limitations set forth
in Section 7(b), the Administrator may provide, by rule or regulation or in any Award
Agreement, or may determine in any individual case, that restrictions or forfeiture
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W)

)

conditions relating to Restricted Stock Units will be waived in whole or in part in the
event of termination resulting from specified causes, and the Administrator may in other
cases waive in whole or in part the forfeiture of Restricted Stock Units.

Additional Terms and Conditions. The Administrator may, by way of the Award
Agreement or otherwise, determine such other terms, conditions, restrictions, and/or
limitations, if any, of any Award of stock Units, provided they are not inconsistent with
the Plan.

Performance Shares and Performance Units.

(i)

(i)

(iii)

Grants. The Administrator may from time to time grant to Eligible Individuals Awards in
the form of Performance Shares and Performance Units. Performance Shares, as that term
is used in this Plan, shall refer to Common Shares or Units that are expressed in terms of
Common Shares, the issuance, vesting, lapse of restrictions on or payment of which is
contingent on performance as measured against predetermined objectives over a specified
Performance Period. Performance Units, as that term is used in this Plan, shall refer to
dollar-denominated Units valued by reference to designated criteria established by the
Administrator, other than Common Shares, the issuance, vesting, lapse of restrictions on
or payment of which is contingent on performance as measured against predetermined
objectives over a specified Performance Period. The applicable Award Agreement shall
specify whether Performance Shares and Performance Units will be settled or paid in
cash or Common Shares or a combination of both, or shall reserve to the Administrator or
the Participant the right to make that determination prior to or at the payment or
settlement date.

Performance Criteria. The Administrator shall, prior to or at the time of grant, condition
the grant, vesting or payment of, or lapse of restrictions on, an Award of Performance
Shares or Performance Units upon (A) the attainment of Performance Criteria during a
Performance Period or (B) the attainment of Performance Criteria and the continued
service of the Participant. The length of the Performance Period, the Performance Criteria
to be achieved during the Performance Period, and the measure of whether and to what
degree such Performance Criteria have been attained shall be conclusively determined by
the Administrator in the exercise of its absolute discretion. Performance Criteria may
include minimum, maximum and target levels of performance, with the size of the Award
or payout of Performance Shares or Performance Units or the vesting or lapse of
restrictions with respect thereto based on the level attained. An Award of Performance
Shares or Performance Units shall be settled as and when the Award vests or at a later
time specified in the Award Agreement or in accordance with an election of the
Participant, if the Administrator so permits, that meets the requirements of Section 409A
of the Code.

Additional Terms and Conditions. The Administrator may, by way of the Award
Agreement or otherwise, determine such other terms, conditions, restrictions, and/or
limitations, if any, of any Award of Performance Shares or Performance Units, provided
they are not inconsistent with the Plan.

Other Stock-Based Awards. The Administrator may from time to time grant to Eligible
Individuals Awards in the form of Other Stock-Based Awards. Other Stock-Based Awards in the
form of Dividend Equivalents may be (A) awarded on a free-standing basis or in connection with
another Award other than a stock option or stock appreciation right, (B) paid currently or credited
to an account for the Participant, including the reinvestment of such credited amounts in Common
Shares equivalents, to be paid on a deferred basis, and (C) settled in cash or Common Shares as
determined by the Administrator; provided, however, that Dividend Equivalents payable on Other
Stock-Based Awards that are granted as a Performance Award shall, rather than be paid on a
current basis, be accrued and made subject to forfeiture at least until achievement of the applicable
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Performance Goal related to such Other Stock-Based Awards. Any such settlements, and any such
crediting of Dividend Equivalents, may be subject to such conditions, restrictions and
contingencies as the Administrator shall establish.

(k) Awards to Participants Outside the United States. The Administrator may grant Awards to
Eligible Individuals who are foreign nationals, who are located outside the United States or who
are not compensated from a payroll maintained in the United States, or who are otherwise subject
to (or could cause SBHI or a Subsidiary to be subject to) tax, legal or regulatory provisions of
countries or jurisdictions outside the United States, on such terms and conditions different from
those specified in the Plan as may, in the judgment of the Administrator, be necessary or desirable
in order that any such Award shall conform to laws, regulations, and customs of the country or
jurisdiction in which the Participant is then resident or primarily employed or to foster and
promote achievement of the purposes of the Plan.

Q) Limitation on Dividend Reinvestment and Dividend Equivalents. Reinvestment of dividends
in additional Restricted Stock at the time of any dividend payment, and the payment of Common
Shares with respect to dividends to Participants holding Awards of stock Units, shall only be
permissible if sufficient shares are available under the Share Pool for such reinvestment or
payment (taking into account then outstanding Awards). In the event that sufficient shares are not
available under the Share Pool for such reinvestment or payment, such reinvestment or payment
shall be made in the form of a grant of stock Units equal in number to the Common Shares that
would have been obtained by such payment or reinvestment, the terms of which stock Units shall
provide for settlement in cash and for Dividend Equivalent reinvestment in further stock Units on
the terms contemplated by this Section 7(m).

8. Withholding of Taxes.

Participants and holders of Awards shall pay to SBHI or its Affiliate, or make arrangements satisfactory to the
Administrator for payment of, any Tax Withholding Obligation in respect of Awards granted under the Plan no later
than the date of the event creating the tax or social insurance contribution liability. The obligations of SBHI under
the Plan shall be conditional on such payment or arrangements. Unless otherwise determined by the Administrator,
and subject always to applicable law, Tax Withholding Obligations may be settled in whole or in part with Common
Shares, including unrestricted outstanding shares surrendered to SBHI and unrestricted shares that are part of the
Award that gives rise to the Tax Withholding Obligation, having a Fair Market Value on the date of surrender or
withholding equal to the statutory minimum amount (and not any greater amount) required to be withheld for tax or
social insurance contribution purposes, all in accordance with such procedures as the Administrator establishes.
SBHI or its Affiliate may deduct, to the extent permitted by law, any such Tax Withholding Obligations from any
payment of any kind otherwise due to the Participant or holder of an Award.

9. Transferability of Awards.

(a) Requirement for Administrator Permission. Except as otherwise determined by the
Administrator, and in any event in the case of an Incentive Stock Option or a tandem stock
appreciation right granted with respect to an Incentive Stock Option, no Award granted under the
Plan shall be transferable by a Participant otherwise than by will or the laws of descent and
distribution. The Administrator shall not permit any transfer of an Award for value except to the
Company or in connection with a Change in Control. An Award may be exercised during the
lifetime of the Participant, only by the Participant or, during the period the Participant is under a
legal disability, by the Participant’s guardian or legal representative, unless otherwise determined
by the Administrator. Awards granted under the Plan shall not be subject in any manner to
alienation, anticipation, sale, transfer, assignment, pledge, or encumbrance, except as otherwise
determined by the Administrator; provided, however, that the restrictions in this sentence shall not
apply to the Common Shares received in connection with an Award after the date that the
restrictions on transferability of such shares set forth in the applicable Award Agreement have
lapsed. Nothing in this paragraph shall be interpreted or construed as overriding the terms of any
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SBHI stock ownership or retention policy, now or hereafter existing, that may apply to the
Participant or Common Shares received under an Award.

Administrator Discretion to Permit Transfers Other Than For Value. Except as otherwise
restricted by applicable law, the Administrator may, but need not, permit an Award, other than an
Incentive Stock Option or a tandem stock appreciation right granted with respect to an Incentive
Stock Option, to be transferred to a Participant’s Family Member (as defined below) as a gift or
pursuant to a domestic relations order in settlement of marital property rights. The Administrator
shall not permit any transfer of an Award for value except to the Company or in connection with a
Change in Control. For purposes of this Section 9, “Family Member” means any child, stepchild,
grandchild, parent, stepparent, grandparent, spouse, former spouse, sibling, niece, nephew,
mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law,
including adoptive relationships, any person sharing the Participant’s household (other than a
tenant or employee), a trust in which these persons have more than fifty percent of the beneficial
interest, a foundation in which these persons (or the Participant) control the management of assets,
and any other entity in which these persons (or the Participant) own more than fifty percent (50%)
of the voting interests. The following transactions are not prohibited transfers for value: (i) a
transfer under a domestic relations order in settlement of marital property rights; and (ii) a transfer
to an entity in which more than fifty percent of the voting interests are owned by Family Members
(or the Participant) in exchange for an interest in that entity.

10. Adjustments for Corporate Transactions and Other Events.

(a)

(b)

Mandatory Adjustments. In the event of a merger, consolidation, stock rights offering, statutory
share exchange or similar event affecting SBHI (each, a “Corporate Event”) or a stock dividend,
stock split, reverse stock split, separation, spinoff, reorganization, extraordinary dividend of cash
or other property, share combination or subdivision, or recapitalization or similar event affecting
the capital structure of SBHI (each, a “Share Change”) that occurs at any time after adoption of
this Plan by the Board (including any such Corporate Event or Share Change that occurs after such
adoption and coincident with or prior to the Effective Date), the Administrator shall, with the
approval of the Exchange or the shareholders of the Company (if required), make equitable and
appropriate substitutions or proportionate adjustments to (i) the aggregate number and kind of
Common Shares or other securities on which Awards under the Plan may be granted to Eligible
Individuals, (ii) the maximum number of Common Shares or other securities with respect to which
Awards may be granted during any one calendar year to any individual, (iii) the maximum number
of Common Shares or other securities that may be issued with respect to Incentive Stock Options
granted under the Plan, (iv) the number of Common Shares or other securities covered by each
outstanding Award and the exercise price, base price or other price per share, if any, and other
relevant terms of each outstanding Award, and (v) all other numerical limitations relating to
Awards, whether contained in this Plan or in Award Agreements; provided, however, that any
fractional shares resulting from any such adjustment shall be eliminated; and, provided further,
that in no event shall the exercise price per Common Share of a stock option or stock appreciation
right, or subscription price per Common Share or any other Award, be reduced to an amount that
is lower than the par value of a Common Share.

Discretionary Adjustments. In the case of a Corporate Event, the Administrator may, with the
approval of the Exchange or the shareholders of the Company (if required), make such other
adjustments to outstanding Awards as it determines to be appropriate and desirable, which
adjustments may include, without limitation, (i) the cancellation of outstanding Awards in
exchange for payments of cash, securities or other property or a combination thereof having an
aggregate value equal to the value of such Awards, as determined by the Administrator in its sole
discretion (it being understood that in the case of a Corporate Event with respect to which
shareholders of SBHI receive consideration other than publicly traded equity securities of the
ultimate surviving entity, any such determination by the Administrator that the value of a stock
option or stock appreciation right shall for this purpose be deemed to equal the excess, if any, of
the value of the consideration being paid for each Common Share pursuant to such Corporate
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(©)

(d)

(e)

Event over the exercise price or base price of such stock option or stock appreciation right shall
conclusively be deemed valid and that any stock option or stock appreciation right may be
cancelled for no consideration upon a Corporate Event if its exercise price or base price equals or
exceeds the value of the consideration being paid for each Common Share pursuant to such
Corporate Event), (ii) the substitution of securities or other property (including, without limitation,
cash or other securities of SBHI and securities of entities other than SBHI) for the Common
Shares subject to outstanding Awards, and (iii) the substitution of equivalent awards, as
determined in the sole discretion of the Administrator, of the surviving or successor entity or a
parent thereof (“Substitute Awards”).

Adjustments to Performance Criteria. The Administrator may, in its discretion, adjust the
Performance Criteria applicable to any Awards to reflect any unusual or infrequently occurring
event or transaction, impact of charges for restructurings, discontinued operations and the
cumulative effects of accounting or tax changes, each as defined by generally accepted accounting
principles or as identified in SBHI’s consolidated financial statements, notes to the consolidated
financial statements, management’s discussion and analysis or other SBHI filings with the
Securities and Exchange Commission. If the Administrator determines that a change in the
business, operations, corporate structure or capital structure of SBHI or the applicable subsidiary,
business segment or other operational unit of SBHI or any such entity or segment, or the manner
in which any of the foregoing conducts its business, or other events or circumstances, render the
Performance Criteria to be unsuitable, the Administrator may modify such Performance Criteria or
the related minimum acceptable level of achievement, in whole or in part, as the Administrator
deems appropriate and equitable.

Statutory Requirements Affecting Adjustments. Notwithstanding the foregoing: (A) any
adjustments made pursuant to Section 10 to Awards that are considered “deferred compensation”
within the meaning of Section 409A of the Code shall be made in compliance with the
requirements of Section 409A of the Code; (B) any adjustments made pursuant to Section 10 to
Awards that are not considered “deferred compensation” subject to Section 409A of the Code shall
be made in such a manner as to ensure that after such adjustment, the Awards either (1) continue
not to be subject to Section 409A of the Code or (2) comply with the requirements of Section
409A of the Code; (C) in any event, the Administrator shall not have the authority to make any
adjustments pursuant to Section 10 to the extent the existence of such authority would cause an
Award that is not intended to be subject to Section 409A of the Code at the date of grant to be
subject thereto; and (D) any adjustments made pursuant to Section 10 to Awards that are Incentive
Stock Options shall be made in compliance with the requirements of Section 424 (a) of the Code.

Dissolution or Liquidation. Unless the Administrator determines otherwise, all Awards
outstanding under the Plan shall terminate upon the dissolution or liquidation of SBHI.

Change in Control Provisions.

(a)

Termination of Awards. Notwithstanding the provisions of Section 11(b), in the event that any
transaction resulting in a Change in Control occurs, outstanding Awards will terminate upon the
effective time of such Change in Control unless provision is made in connection with the
transaction for the continuation or assumption of such Awards by, or for the issuance therefor of
Substitute Awards of, the surviving or successor entity or a parent thereof. Solely with respect to
Awards that will terminate as a result of the immediately preceding sentence and except as
otherwise provided in the applicable Award Agreement:

(1) the outstanding Awards of stock options and stock appreciation rights that will terminate
upon the effective time of the Change in Control shall, immediately before the effective
time of the Change in Control, become fully exercisable and the holders of such Awards
will be permitted, immediately before the Change in Control, to exercise the Awards;
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(©)

(d)

(i1) the outstanding shares of Restricted Stock the vesting or restrictions on which are then
solely time-based and not subject to achievement of Performance Criteria shall,
immediately before the effective time of the Change in Control, become fully vested, free
of all transfer and lapse restrictions and free of all risks of forfeiture;

(1i1) the outstanding shares of Restricted Stock the vesting or restrictions on which are then
subject to and pending achievement of Performance Criteria shall, immediately before the
effective time of the Change in Control and unless the Award Agreement provides for
vesting or lapsing of restrictions in a greater amount upon the occurrence of a Change in
Control, become vested, free of transfer and lapse restrictions and risks of forfeiture in
such amounts as if the applicable Performance Criteria for the unexpired Performance
Period had been achieved at the target level set forth in the applicable Award Agreement;

(iv) the outstanding Restricted Stock Units, Performance Shares and Performance Units the
vesting, earning or settlement of which is then solely time-based and not subject to or
pending achievement of Performance Criteria shall, immediately before the effective time
of the Change in Control, become fully earned and vested and shall be settled in cash or
Common Shares (consistent with the terms of the Award Agreement after taking into
account the effect of the Change in Control transaction on the shares) as promptly as is
practicable, subject to any applicable limitations imposed thereon by Section 409A of the
Code; and

(v) the outstanding Restricted Stock Units, Performance Shares and Performance Units the
vesting, earning or settlement of which is then subject to and pending achievement of
Performance Criteria shall, immediately before the effective time of the Change in
Control and unless the Award Agreement provides for vesting, earning or settlement in a
greater amount upon the occurrence of a Change in Control, become vested and earned in
such amounts as if the applicable Performance Criteria for the unexpired Performance
Period had been achieved at the target level set forth in the applicable Award Agreement
and shall be settled in cash or Common Shares (consistent with the terms of the Award
Agreement after taking into account the effect of the Change in Control transaction on the
shares) as promptly as is practicable, subject to any applicable limitations imposed
thereon by Section 409A of the Code.

Implementation of the provisions of this Section 11(a) shall be conditioned upon consummation of
the Change in Control.

Continuation, Assumption or Substitution of Awards. The administrator may specify, on or
after the date of grant, in an award agreement or amendment thereto, the consequences of a
Participant’s Termination of Service that occurs coincident with or following the occurrence of a
Change in Control, if a Change in Control occurs under which provision is made in connection
with the transaction for the continuation or assumption of outstanding Awards by, or for the
issuance therefor of Substitute Awards of, the surviving or successor entity or a parent thereof.

Other Permitted Actions. In the event that any transaction resulting in a Change in Control
occurs, the Administrator may take any of the actions set forth in Section 10 with respect to any or
all Awards granted under the Plan.

Section 409A Savings Clause. Notwithstanding the foregoing, if any Award is considered to be a
“nonqualified deferred compensation plan” within the meaning of Section 409A of the Code, this
Section 11 shall apply to such Award only to the extent that its application would not result in the
imposition of any tax or interest or the inclusion of any amount in income under Section 409A of
the Code.
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12. Substitution of Awards in Mergers and Acquisitions.

Awards may be granted under the Plan from time to time in substitution for assumed awards held by employees,
officers, consultants or directors of entities who become employees, officers, consultants or directors of SBHI or a
Subsidiary as the result of a merger or consolidation of the entity for which they perform services with SBHI or a
Subsidiary, or the acquisition by SBHI of the assets or stock of the such entity. The terms and conditions of any
Awards so granted may vary from the terms and conditions set forth herein to the extent that the Administrator
deems appropriate at the time of grant to conform the Awards to the provisions of the assumed awards for which
they are substituted and to preserve their intrinsic value as of the date of the merger, consolidation or acquisition
transaction. To the extent permitted by applicable law and marketplace or listing rules of the primary securities
market or exchange on which the Common Shares are listed or admitted for trading, any available shares under a
shareholder-approved plan of an acquired company (as appropriately adjusted to reflect the transaction) may be used
for Awards granted pursuant to this Section 12 and, upon such grant, shall not reduce the Share Pool.

13. Compliance with Securities Laws; Listing and Registration.

(a) The obligation of SBHI to sell or deliver Common Shares with respect to any Award granted
under the Plan shall be subject to all applicable laws, rules and regulations, including all
applicable federal, state or foreign (non-United States) securities laws, or foreign (non-United
States) securities laws and the obtaining of all such approvals by governmental agencies as may be
deemed necessary or appropriate by the Administrator. If at any time the Administrator determines
that the delivery of Common Shares under the Plan is or may be unlawful under the laws of any
applicable jurisdiction, or federal, state or foreign (non-United States) securities laws, the right to
exercise an Award or receive Common Shares pursuant to an Award shall be suspended until the
Administrator determines that such delivery is lawful. If at any time the Administrator determines
that the delivery of Common Shares under the Plan would or may violate the rules of any
exchange on which SBHI’s securities are then listed for trading, the right to exercise an Award or
receive Common Shares pursuant to an Award shall be suspended until the Administrator
determines that such delivery would not violate such rules. If the Administrator determines that
the exercise or nonforfeitability of, or delivery of benefits pursuant to, any Award would violate
any applicable provision of securities laws or the listing requirements of any stock exchange upon
which any of SBHI’s equity securities are listed, then the Administrator may postpone any such
exercise, nonforfeitability or delivery, as applicable, but SBHI shall use all reasonable efforts to
cause such exercise, nonforfeitability or delivery to comply with all such provisions at the earliest
practicable date. The inability of the Company to obtain from any regulatory body having
jurisdiction the authority, if any, deemed by the Company’s legal counsel to be necessary to the
lawful issuance and sale of any shares under the Plan shall relieve the Company of any liability in
respect of the failure to issue or sell such shares as to which such requisite authority shall not have
been obtained.

(b) Each Award is subject to the requirement that, if at any time the Administrator determines, in its
absolute discretion, that the listing, registration or qualification of Common Shares issuable
pursuant to the Plan is required by any securities exchange or under any state, federal or foreign
(non-United States) law, or the consent or approval of any governmental regulatory body is
necessary or desirable as a condition of, or in connection with, the grant of an Award or the
issuance of Common Shares, no such Award shall be granted or payment made or Common
Shares issued, in whole or in part, unless listing, registration, qualification, consent or approval
has been effected or obtained free of any conditions not acceptable to the Administrator.

(c) In the event that the disposition of Common Shares acquired pursuant to the Plan is not covered by
a then current registration statement under the Securities Act of 1933, as amended (the “Securities
Act”), and is not otherwise exempt from such registration, such Common Shares shall be restricted
against transfer to the extent required by the Securities Act or regulations thereunder, and the
Administrator may require a person receiving Common Shares pursuant to the Plan, as a condition
precedent to receipt of such Common Shares, to represent to SBHI in writing that the Common
Shares acquired by such person is acquired for investment only and not with a view to distribution
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and that such person will not dispose of the Common Shares so acquired in violation of federal,
state or foreign securities laws and furnish such information as may, in the opinion of counsel for
the Company, be appropriate to permit the Company to issue the Common Shares in compliance
with applicable federal, state or foreign securities laws. If applicable, all certificates representing
such Common Shares shall bear applicable legends as required by federal, state or foreign
securities laws or stock exchange regulation.

14. Section 409A Compliance.

It is the intention of SBHI that any Award that constitutes a “nonqualified deferred compensation plan” within the
meaning of Section 409A of the Code shall comply in all respects with the requirements of Section 409A of the
Code to avoid the imposition of any tax or interest or the inclusion of any amount in income pursuant to Section
409A of the Code, and the terms of each such Award shall be construed, administered and deemed amended, if
applicable, in a manner consistent with this intention. Notwithstanding the foregoing, neither SBHI nor any of its
Affiliates nor any of its or their directors, officers, employees, agents or other service providers will be liable for any
taxes, penalties or interest imposed on any Participant or other person with respect to any amounts paid or payable
(whether in cash, Common Shares or other property) under any Award, including any taxes, penalties or interest
imposed under or as a result of Section 409A of the Code. Any payments described in an Award that are due within
the “short term deferral period” as defined in Section 409A of the Code shall not be treated as deferred
compensation unless applicable law requires otherwise. For purposes of any Award, each amount to be paid or
benefit to be provided to a Participant that constitutes deferred compensation subject to Section 409A of the Code
shall be construed as a separate identified payment for purposes of Section 409A of the Code. For purposes of
Section 409A of the Code, the payment of Dividend Equivalents under any Award shall be construed as earnings
and the time and form of payment of such Dividend Equivalents shall be treated separately from the time and form
of payment of the underlying Award. Notwithstanding any other provision of the Plan to the contrary, with respect
to any Award that constitutes a “nonqualified deferred compensation plan” within the meaning of Section 409A of
the Code, any payments (whether in cash, Common Shares or other property) to be made with respect to the Award
that become payable on account of the Participant’s separation from service, within the meaning of Section 409A of
the Code, while the Participant is a “specified employee” (as determined in accordance with the uniform policy
adopted by the Administrator with respect to all of the arrangements subject to Section 409A of the Code maintained
by SBHI and its Affiliates) and which would otherwise be paid within six months after the Participant’s separation
from service shall be accumulated (without interest) and paid on the first day of the seventh month following the
Participant’s separation from service or, if earlier, within 15 days after the appointment of the personal
representative or executor of the Participant’s estate following the Participant’s death. Notwithstanding anything in
the Plan or an Award Agreement to the contrary, in no event shall the Administrator exercise its discretion to
accelerate the payment or settlement of an Award where such payment or settlement constitutes deferred
compensation within the meaning of Code section 409A unless, and solely to the extent that, such accelerated
payment or settlement is permissible under Treasury Regulation section 1.409A-3(j)(4).

15. Plan Duration; Amendment and Discontinuance.

(a) Plan Duration. The Plan shall remain in effect, subject to the right of the Board or the
Compensation Committee to amend or terminate the Plan at any time, until the (a) earliest date as
of which all Awards granted under the Plan have been satisfied in full or terminated and no
Common Shares approved for issuance under the Plan remain available to be granted under new
Awards or (b) the tenth anniversary of the Effective Date. No Awards shall be granted under the
Plan after such termination date. Subject to other applicable provisions of the Plan, all Awards
made under the Plan on or before the tenth anniversary of the Effective Date, or such earlier
termination of the Plan, shall remain in effect until such Awards have been satisfied or terminated
in accordance with the Plan and the terms of such Awards.

(b) Amendment and Discontinuance of the Plan. The Board or the Compensation Committee may,
without shareholder approval, amend, alter or discontinue the Plan, but no amendment, alteration
or discontinuation shall be made which would materially impair the rights of a Participant with
respect to a previously granted Award without such Participant’s consent, except such an
amendment made to comply with applicable law or rule of any securities exchange or market on
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which the Common Shares are listed or admitted for trading or to prevent adverse tax or
accounting consequences to SBHI or the Participant. Notwithstanding the foregoing, no such
amendment shall be made without the approval of SBHI’s shareholders to the extent such
amendment would (A) materially increase the benefits accruing to Participants under the Plan, (B)
materially increase the number of Common Shares which may be issued under the Plan or to a
Participant, (C) materially expand the eligibility for participation in the Plan, (D) eliminate or
modify the prohibition set forth in Section 7(f) on repricing of stock options and stock
appreciation rights, (E) lengthen the maximum term or lower the minimum exercise price or base
price permitted for stock options and stock appreciation rights, or (F) modify the prohibition on
the issuance of reload or replenishment options. Except as otherwise determined by the Board or
Compensation Committee, termination of the Plan shall not affect the Administrator’s ability to
exercise the powers granted to it hereunder with respect to Awards granted under the Plan prior to
the date of such termination.

Amendment of Awards. Subject to Section 7(f), the Administrator may unilaterally amend the
terms of any Award theretofore granted, but no such amendment shall materially impair the rights
of any Participant with respect to an Award without the Participant’s consent, except such an
amendment made to cause the Plan or Award to comply with applicable law, applicable rule of
any securities exchange on which the Common Shares are listed or admitted for trading, or to
prevent adverse tax or accounting consequences for the Participant or the Company or any of its
Affiliates. For purposes of the foregoing sentence, an amendment to an Award that results in a
change in the tax consequences of the Award to the Participant shall not be considered to be a
material impairment of the rights of the Participant and shall not require the Participant’s consent.

16. General Provisions.

(a)

(b)

(©)

(d)

Non-Guarantee of Employment or Service. Nothing in the Plan or in any Award Agreement
thereunder shall confer any right on an individual to continue in the service of SBHI or any
Affiliate or shall interfere in any way with any right of SBHI or any Affiliate may have to
terminate such service at any time with or without cause or notice and whether or not such
termination results in (i) the failure of any Award to vest or become payable; (ii) the forfeiture of
any unvested or vested portion of any Award; and/or (iii) any other adverse effect on the
individual’s interests under any Award or the Plan. No person, even though deemed an Eligible
Individual, shall have a right to be selected as a Participant, or, having been so selected, to be
selected again as a Participant. To the extent that an Eligible Individual who is an employee of a
Subsidiary receives an Award under the Plan, that Award shall in no event be understood or
interpreted to mean that SBHI is the Participant’s employer or that the Participant has an
employment relationship with SBHI.

No Trust or Fund Created. Neither the Plan nor any Award shall create or be construed to create
a trust or separate fund of any kind or a fiduciary relationship between SBHI and a Participant or
any other person. To the extent that any Participant or other person acquires a right to receive
payments from SBHI pursuant to an Award, such right shall be no greater than the right of any
unsecured general creditor of SBHI.

Status of Awards. Awards shall be special incentive payments to the Participant and shall not be
taken into account in computing the amount of salary or compensation of the Participant for
purposes of determining any pension, retirement, death, severance or other benefit under (a) any
pension, retirement, profit-sharing, bonus, insurance, severance or other employee benefit plan of
SBHI or any Affiliate now or hereafter in effect under which the availability or amount of benefits
is related to the level of compensation or (b) any agreement between (i) SBHI or any Affiliate and
(i1) the Participant, except as such plan or agreement shall otherwise expressly provide.

Subsidiary Employees. In the case of a grant of an Award to an Eligible Individual who provides

services to any Subsidiary, SBHI may, if the Administrator so directs, issue or transfer the
Common Shares, if any, covered by the Award to the Subsidiary, for such lawful consideration as
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®

(2

the Administrator may specify, upon the condition or understanding that the Subsidiary will
transfer the Common Shares to the Eligible Individual in accordance with the terms of the Award
specified by the Administrator pursuant to the provisions of the Plan. All Common Shares
underlying Awards that are forfeited or canceled after such issue or transfer of shares to the
Subsidiary shall revert to SBHI.

Governing Law and Interpretation. The validity, construction and effect of the Plan, of Award
Agreements entered into pursuant to the Plan, and of any rules, regulations, determinations or
decisions made by the Administrator relating to the Plan or such Award Agreements, and the
rights of any and all persons having or claiming to have any interest therein or thereunder, shall be
determined exclusively in accordance with the laws of British Columbia and the laws of Canada
applicable therein without regard to its conflict of laws principles. The captions of the Plan are not
part of the provisions hereof and shall have no force or effect. Except where the context otherwise
requires: (i) the singular includes the plural and vice versa; (ii) a reference to one gender includes
other genders; (iii) a reference to a person includes a natural person, partnership, corporation,
association, governmental or local authority or agency or other entity; and (iv) a reference to a
statute, ordinance, code or other law includes regulations and other instruments under it and
consolidations, amendments, re-enactments or replacements of any of them.

Use of English Language. The Plan, each Award Agreement, and all other documents, notices
and legal proceedings entered into, given or instituted pursuant to an Award shall be written in
English, unless otherwise determined by the Administrator. If a Participant receives an Award
Agreement, a copy of the Plan or any other documents related to an Award translated into a
language other than English, and if the meaning of the translated version is different from the
English version, the English version shall control.

Recovery of Amounts Paid. Except as otherwise provided by the Administrator, Awards granted
under the Plan shall be subject to any and all policies, guidelines, codes of conduct, or other
agreement or arrangement adopted by the Board or Compensation Committee with respect to the
recoupment, recovery or clawback of compensation (collectively, the “Recoupment Policy”)
and/or to any provisions set forth in the applicable Award Agreement under which SBHI may
recover from current and former Participants any amounts paid or Common Shares issued under
an Award and any proceeds therefrom under such circumstances as the Administrator determines
appropriate. The Administrator may apply the Recoupment Policy to Awards granted before the
policy is adopted to the extent required by applicable law or rule of any securities exchange or
market on which Common Shares are listed or admitted for trading, as determined by the
Administrator in its sole discretion.
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