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Cannabis Management Corporation

The Cannabis Management Corporation (CMC) was established as a Crown Corporation
in June 2018 by the Cannabis Management Corporation Act (the Act) in response to the
federal Government’s plan to legalize and regulate cannabis and to comply with section
69 of the Cannabis Act (Canada).

The CMC’s mandate is to:

(@) to undertake, implement, organize, conduct and manage the purchase,
distribution and sale of recreational use cannabis on behalf of the government
of the Province,

(b) to undertake, implement, organize, conduct and manage the purchase,
distribution and sale of recreational use cannabis on behalf of the government
of the Province and the government of any other province or territory of
Canada,

(©) to ensure that the purchase, distribution and sale of recreational use cannabis
are conducted and managed in secure, responsible retail outlets in
accordance with the Criminal Code (Canada), the Cannabis Act (Canada),
this Act and the regulations, and the Cannabis Control Act,

(d) to promote the responsible consumption of recreational use cannabis in the
Province, and

(e) to take any other measures in relation to the purchase, distribution and sale
of recreational use cannabis that the Lieutenant-Governor in Council may
require.

The CMC has a service provider agreement with Cannabis NB, a subsidiary of Alcool
New Brunswick Liquor (ANBL) under section 8(d) of the Act to establish a cannabis retail
and distribution network. The CMC receives the net profit/loss from Cannabis NB
operations as per the service provider agreement.

Governance

Board of Directors

The business affairs of the Cannabis Management Corporation are administered by a
board of directors, which consists of the Deputy Minister of Finance and Treasury Board,
the Deputy Minister of Health, the Deputy Minister of Justice and Public Safety and no
more than four senior civil servants, one of whom must be responsible for economic
development.

As of March 31, 2019, members of the board of directors were:

. Cheryl Hansen, Deputy Minister of Finance and Treasury Board (Chair)

o Tom Maston, Deputy Minister of Health (Vice-Chair)

. Mike Comeau, Deputy Minister of Public Safety

. Stephen Lund, CEO Stakeholder Relations, Opportunities NB

. Renée Laforest, Vice President, Strategic Procurement Service New
Brunswick

o Paul Martin, Comptroller



Officers and Support Staff
There were four officers of the corporation as of March 31, 2019:

. President

o Vice-President

o Secretary-Treasurer
. Recording Secretary

These officers have specific duties as laid out in the by-laws as well as any other duties
as may be stipulated by the board. All officers of the corporation are employees of the
Province of the New Brunswick. The CMC also receives additional support and staff
services from the Agency Relations Branch of the Department of Finance and Treasury
Board.

2018-2019 Highlights

Legalization of dried cannabis, cannabis seeds, cannabis oil and fresh cannabis was
initially planned for July 2018, but was delayed to October 17, 2018 to ensure all
provinces and territories had the opportunity to develop their legal frameworks.
Provincial and Territorial governments had much to prepare in the first half of fiscal year
2018-2019 to meet their federal obligations under the new regime.

Legal Framework

According to the Cannabis Act (Canada), cannabis retail is the purview of the provinces
and territories providing they have a legislative framework in place. To this end, New
Brunswick made five legislative changes:

o Cannabis Management Corporation Act (Department of Finance) was
proclaimed in June 2018, effectively creating the CMC.
o Amendments to the New Brunswick Liquor Corporation Act (Department of

Finance) gave ANBL the authority to form a subsidiary (Cannabis NB) and
sell cannabis.

o Cannabis Control Act (Department of Health) set out a regulatory framework
including rules for possession, consumption, growth, sale and distribution of
cannabis in the province.

o Amendments to the Motor Vehicle Act (Department of Public Safety) created
impaired driving penalties.
o The Cannabis Education and Awareness Fund Act (Department of Finance)

was created to support research, prevention and education. It is currently
supported by 2% of the wholesale cost of cannabis from producers selling in
New Brunswick through Cannabis NB.

Preparing for October 17, 2018
To further prepare for legalization and to mitigate initial supply shortages, the CMC held
memoranda of understanding (MOUSs) with four cannabis suppliers:

o Aphria Inc.;

. Canopy Growth Corp. / Tweed Ltd.;



o Organigram Inc.; and
. Zenabis Ltd.

After Royal Assent of the Cannabis Act (Canada), Cannabis NB was incorporated, and
the MOUs were transitioned to supply agreements directly with Cannabis NB. They
continued to sign additional supply partners throughout the fiscal year.

In order to formalize the relationship between the CMC and Cannabis NB and ensure all
obligations were clear and well defined, the CMC drafted and signed a Service Provider
Agreement with Cannabis NB to stand up a retail and distribution network within New
Brunswick pursuant to section 9(a) of the Act.

Legalization
On October 17, 2018, Cannabis NB had 20 physical locations across New Brunswick as
well as an online store.

The newly created Canadian cannabis market experienced supply shortages of both
product and variety. In addition, the legalization delays and market uncertainties
contributed to a loss of ($12.5 million) for fiscal 2018-2019.
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Cannabis Management Corporation
Consolidated Statement of Operations
for the year ended 31 March

Revenues 2019 Budget - 2019

Note 7
Income from Investment in Cannabis NB S 1,200,000 S -
Cannabis Education and Awareness Fund 1,075,000 250,000
Total Revenues S 2,275,000 S 250,000
Expenses |
Loss on Investment in Cannabis NB S - S 12,514,000
Cannabis Education and Awareness Fund 1,075,000 250,000
Audit and Consulting fees 50,000 -
Total Expenses S 1,125,000 $ 12,764,000

Annual Deficit 1,150,000 $ (12,514,000)

The accompanying notes are an integral part of these Financial Statements.
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Cannabis Management Corporation
Consolidated Statement of Change in Net Debt
for the year ended 31 March

2019 Budget -

Note 7
Net Debt - Beginning of Year $ - S -
Changes in Year

Annual Deficit S 1,150,000 S (12,514,000)
Increase Net Debt S 1,150,000 S (12,514,000)
Net Debt - End of year S 1,150,000 $ (12,514,000)

Cannabis Management Corporation
Consolidated Statement of Change in Accumulated Deficit
for the year ended 31 March

2019 Budget -

Note 7

Accumulated Deficit - Beginning of Year
Annual Deficit S 1,150,000 S (12,514,000)
Accumulated Deficit - End of Year S 1,150,000 $ (12,514,000)

The accompanying notes are an integral part of these Financial Statements.
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Cannabis Management Corporation
Consolidated Statement of Cash Flow
for the year ended 31 March

Cash and Cash Equivalents Generated by (used in):

Operating Activities

Annual Deficit S (12,514,000)
Net Cash Used in Operating Activities $ (12,514,000)
Investing Activities

Decrease in Investment in Cannabis NB S 12,514,000
Net Cash Used in Investing Activities S 12,514,000

Decrease in Cash and Cash Equivalents During The Year S
Cash and Cash Equivalents, Beginning of Year S -
Cash and Cash Equivalents, End of Year S

The accompanying notes are an integral part of these Financial Statements.
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