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The following Management’s Discussion and Analysis (“MD&A”) is intended to assist the reader to assess material
changes in financial condition and results of operations of Choom Holding Inc. (the “Company”) as at as at June 30,
2020 and for the comparative year ended June 30, 2019. This MD&A should be read in conjunction with the
consolidated financial statements for years ended June 30, 2020 and 2019 and related notes available under our
Company profile on SEDAR.

All financial results presented in this MD&A are expressed in Canadian dollars unless otherwise indicated. The effective
date of this MD&A is October 28, 2020.

Throughout the report we refer to Choom Holdings Inc. as the “Company”, “we”, “us”, “our” or “its”. All these terms are
used in respect of Choom Holdings Inc.  Additional information on the Company can be found on SEDAR at
www.sedar.com and the Company’s website www.choom.ca

Cautionary Statement on Forward-Looking Information

This report contains certain statements, which may constitute “forward-looking information” within the meaning of
Canadian securities law requirements (“forward-looking statements”). These forward-looking statements are made
as of the date of this MD&A and Choom Holdings Inc. (the “Company”) does not intend, and does not assume any
obligation, to update these forward-looking statements, except as required under applicable securities legislation.
Forward-looking statements relate to future events or future performance and reflect Company management’s
expectations or beliefs regarding future events. In certain cases, forward-looking statements can be identified by the
use of words such as “plans”, “expects” or “does not expect’, “is expected”, “budget”, “scheduled”, “estimates”,
“forecasts”, “intends”, “anticipates” or “does not anticipate”, or “believes”, or variations of such words and phrases or
statements that certain actions, events or results “may”, “could”, “would”, “might” or “will be taken”, “occur” or “be
achieved” or the negative of these terms or comparable terminology. In this document, certain forward-looking
statements are identified by words including “may”, “future”, “expected”, “intends” and “estimates”. By their very nature
forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause the
actual results, performance or achievements of the Company to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements. The Company provides no
assurance that forward-looking statements will prove to be accurate, as actual results and future events could differ
materially from those anticipated in such statements. Accordingly, readers should not place undue reliance on forward-

looking statements. Certain forward-looking statements in this MD&A include, but are not limited to the following:

. the Company’s retail strategies and objectives, both generally and in respect of its existing business and
planned business operations;

. the competitive conditions of the cannabis industry;

. the expected growth of retail cannabis sales by the Company in the recreational market;

. conditions in the financial markets generally, and with respect to the prospects for Canadian retail cannabis
companies specifically;

. the expected demand for the Company’s services and products;

. whether the Company will have sufficient working capital and its ability to raise additional funding required
in order to develop its retail business strategy and continue operations;

. future legislative and regulatory developments involving recreational cannabis;

. capital costs for the acquisition and development of its current and proposed retail opportunities; and

. the grant and the impact of any license or supplemental license to conduct activities with cannabis or any

amendments thereto.

The above and other aspects of the Company’s anticipated future operations are forward-looking in nature and, as a
result, are subject to certain risks and uncertainties. Although the Company believes that the expectations reflected in
these forward-looking statements are reasonable, undue reliance should not be placed on them as actual results may
differ materially from the forward-looking statements. Such forward-looking statements are estimates reflecting the
Company’s best judgment based upon current information and involve a number of risks and uncertainties, and there
can be no assurance that other factors will not affect the accuracy of such forward-looking statements. Such factors
include but are not limited to the Company’s ability to become a retail cannabis licensee in the jurisdictions it has made
applications in, the Company’s ability to obtain the necessary financing and the general impact of financial market
conditions, the success of the Company’s current and future development efforts, changes in prices of required
commodities, competition, government regulations and other risks as set out under “Risk Factors” discussed in the
section “Risk Factors” as well as those detailed from time to time in the Company’s interim and annual financial
statements and management’s discussion and analysis of those statements which are filed and available for review
under the Company’s profile on SEDAR at www.sedar.com.


http://www.sedar.com/
http://www.choom.ca/

Overview of Business and Strategy

Overview of the Company

Choom was incorporated on September 18, 2006 under the Business Corporations Act (British Columbia) as “Orocan
Resource Corp.” On January 27, 2012, Choom received shareholder approval to change its name to “Standard Graphite
Corporation” and on November 17, 2017, Choom received approval to change its name to “Choom Holdings Inc.”

Choom is a Reporting Issuer in the Provinces of British Columbia, Alberta, Saskatchewan and Ontario. On February
3, 2012, Choom began trading on the TSX Venture Exchange (“TSX-V”) under the stock symbol “SGH”. Choom was
previously engaged in the acquisition and exploration of mineral properties located in Canada. During this time, Choom
did not earn significant revenues and was considered to be in the exploration stage. As at June 30, 2017, Choom had
written off all exploration and evaluation assets.

On November 17, 2017, Choom changed its name to Choom Holdings Inc. and completed a change of business to the
business of cultivating and selling cannabis for medical proposes and related products under the Access to Cannabis
for Medical Purposes Regulations (the “ACMPR”). On November 22, 2017, Choom’s shares were delisted from the
TSX-V, approved for listing on the Canadian Securities Exchange (the “CSE”), and commenced trading thereafter under
the symbol “CHOQ”. On December 29, 2017, Choom obtained final approval for trading on the OTCQB operated by
the OTC Markets Group Inc. and commenced trading under the symbol “CHOOF”.

On December 10, 2018, management changed the Company’s strategic plan to focus on developing a network of retail
cannabis stores resulting in the decision not to pursue the cultivation sector of the cannabis industry and discontinued
operations in connection with the cultivating and selling cannabis for medical purposes.

The Company has no current intention of becoming a licensed producer (being a licensed producer of cannabis for
medical purposes under the ACMPR) a (“Licensed Producer”) and has no current intention to apply for a license to
produce cannabis under the Cannabis Act.

The Company does not engage in any U.S. cannabis-related activities as defined in Canadian Securities Administrators
Staff Notice 51-352 (Revised) dated February 8, 2018. To the extent that the Company pursues international
expansion, it will only conduct business in jurisdictions outside of Canada where such operations are legally permissible
in accordance with the laws of the jurisdiction and applicable Canadian regulatory and stock exchange obligations.

On September 16, 2020 the Company completed a Plan of Arrangement with Phivida Holdings Inc. (“Phivida”) as
further described herein below. Phivida was a CSE listed company and upon completion of the Plan of Arrangement
Phivida’'s shares were delisted from the CSE and upon receipt of an Exemption Order issued by the British Columbia
Securities Commission dated October 9, 2020 Phivida ceased to be a reporting issuer and remains a wholly-owned
subsidiary of Choom.

Choom Holdings Inc.’s corporate office and principal place of business is located at #208 — 1525 West 8" Avenue
Vancouver, British Columbia V6J 1T5.

As at the date of this report Choom has the following wholly owned subsidiaries:

Name of Subsidiary Jurisdiction
Medi-can Health Solutions Inc. (“Medi-Can) British Columbia
Arbutus Brands Inc. (“Arbutus”) British Columbia
Island Green Cure (“IGC”) British Columbia
102047851 Saskatchewan Ltd. (“102047851") Saskatchewan
2660837 Ontario Ltd (“2660837 ON”) Ontario
2668667 Ontario Ltd. (2668667 ON”) Ontario
2151414 Alberta Lid. (“2151414 AB”) Alberta
2150639 Alberta Ltd. (“2150639 AB”) Alberta
2150647 Alberta Ltd. (“2150647 AB”) Alberta
2168698 Alberta Ltd. (“2168698 AB”) Alberta
Universal Cannabis Coaching Inc. (“UCC”) British Columbia
Western Cannabis Coaching Centre Inc. (“WCC”) British Columbia
1165962 BC Ltd. (11659262 BC") British Columbia
Concord Medical Centre Inc. (“CMCI”) British Columbia
Choom BC Retail Holdings Inc. (“Choom BC”) British Columbia




Choom Holdings USA Inc. (“Choom US”) Delaware
835148 Yukon Inc. (“Choom Yukon”) Yukon

2688412 Ontario Inc. (“2688412 ON”) Ontario

Phivida Holdings Inc (“Phivida”) British Columbia
Phivida Organics Inc. (“Organics”) usS

Wikala.com Inc (“Wikala”) Canada
Platform WD DOO Serbia

Additionally, Choom holds a 9.8% interest in Sitka Weedworks Inc. (“SMP”) through its holdings in Arbutus.
Description of Business

The Choom brand is inspired by the Choom Gang, a group of buddies in Honolulu during the 1970’s who loved to
smoke weed — or as the locals call it, “Choom”. The Choom Gang pursued a ‘live in the moment’ lifestyle and their
energy has helped shape the Choom culture, which is rooted in the shared belief of cultivating good times with good
friends.

Choom'’s vision is to be the industry leader in cannabis retail, focusing on an elevated consumer experience. Choom
demonstrates its strong brand story, through brand relevant art installations, centering on Choom’s Aloha culture, easy
product education with experienced staff, and a varied assortment of cannabis products and accessories

The future of retail is experiential. The Choom brand is focused on delivering an elevated cannabis customer
experience, both online and instore, through our curated retail environments.

The Company currently has two primary business units, Retail Cannabis and Medical Clinics. As an emerging adult
use cannabis company, Choom is in its infancy of potential, focusing on the growth of Retail Cannabis and education
for customers.

Retail Cannabis

The Company’s business strategy is to build one of Canada’s premier retail cannabis chains, with locations across
Canada in the provinces that allow for private retailers. The Company is operating and constructing retail locations to
sell cannabis and cannabis related products under its recreational brand Choom™ with three key strategies in mind:

< Build a National Footprint of Corporate Owned Retail Locations

% Maximize Profitable Growth Through Both the Optimization of Choom’s Existing Business & New
Store Expansion

< Omni-Channel Focused Strategy

The retail sale of adult-use cannabis is only permitted by approved store operators at licensed locations with applicable
federal, provincial and municipal laws. Choom’s purchase of cannabis products is determined by the applicable
provincial regime. In Alberta, British Columbia and Ontario all purchases of cannabis products are made through a
provincial wholesaler who acquires its cannabis products from Licensed Producers. Pricing for cannabis products for
sale in its Alberta, British Columbia and Ontario stores is set by similar regimes by the provincial regulator.

Currently, Choom through its wholly owned subsidiary 2151414 AB operates the Alberta Stores and is authorized to
purchase, store and sell cannabis and cannabis accessories and other goods in accordance with the terms and
conditions of its cannabis retail store licenses authorized by the Alberta Gaming, Liquor & Cannabis Commission GLC
(“AGLC").

Currently Choom through its wholly owned subsidiary 2688412 ON operates the Niagara Store and is authorized to
purchase, store and sell cannabis and cannabis accessories and other goods in accordance with the terms and
conditions of its cannabis retail store licenses authorized by the Alcohol and Gaming Commission of Ontario (“AGCQO”).

Currently Choom through its wholly owned subsidiary Choom BC operates the Olympic Village Store and is authorized
to purchase, store and sell cannabis and cannabis accessories and other goods in accordance with the terms and
conditions of its cannabis retail store licenses authorized by the Liquor and Cannabis Regulations Branch (“LCRB”).



Choom'’s in-store staff undergo training and educational programs to assist in educating customers on Choom’s
products; its cannabinoid composition encouraging customers to better understand the products available for purchase
and how they may align with their desired experience.

Medical Clinics and Coaching Centres

As of the date of this MD&A, the Company operates two medical and two coaching clinics in British Columbia, which
are operated under the name Concord Medical Centre. Concord Medical Centre provides medical services as well as
facilitates the appropriate use of medical cannabis by connecting patients with knowledgeable practitioners, managing
medical cannabis education through its subsidiaries WCC and UCC acting as the coaching clinics. The process focuses
on four primary services which include a nurse assessment, a pharmacist assessment and physician assessment with
WCC and UCC providing the cannabis coach assessment. The coaching sessions help patients navigate the cannabis
regulatory system providing patient education with respect to treatment with cannabinoids. The coaching clinics further
act as resources for each patient after the initial assessments with nurse practitioners, pharmacists and physicians.
The decision as to which Licensed Producer to select ultimately lies with the patient. Once the patient is registered,
patients place orders for a cannabis product directly with the Licensed Producer.

The Company has several contracts with Licensed Producers (the “LP Contracts”). The LP Contracts cover the
business relationship between the Company and the Licensed Producer. Pursuant to the LP Contracts the WCC and
UCC are paid education grants from each Licensed Producer equal to 15 — 20% of the retail price paid by the patient
for such cannabis product.

The Company’s clinics operate under municipal business licenses and it is the responsibility of the clinic’s physicians
to maintain medical licenses.

As at the date hereof management is reviewing and considering the divesture of its medical and coaching clinic
operations to focus it efforts and resources on the build out of its retail operations strategy. The Company anticipates
completing its review and divesture of the Concord Medical Centre during Q2, 2021 subject to any necessary approvals.

Operational Highlights for the Year Ended June 30, 2020 and as at the Date of this Report Include:

Choom’s Retail Operations
Overall

As at the date of this report, Choom has 13 open and operating stores across the Country. This is the first quarter
inclusive of the Niagara acquisition (April 1, 2020) and second full quarter of retail cannabis operations (Clarity
acquisition October 28, 2019).

Alberta

At the date of this report, the Company has a total of 16 licensed retail stores, 11 of which as at the date hereof are
opened and operating.

As the COVID-19 situation continued to evolve during the recent quarter, the Company in taking cues from government
and public health agencies, made the decision to temporarily close 6 of its retail locations in Alberta. One of which was
re-opened on August 14, 2020. Another location, Camrose 48™, is scheduled to re-open Q2 2020. Manage will
continue to assess the viability of reopening, if any, of the other store locations.

The Company continues to closely monitor the latest developments regarding COVID-19 and will continue to follow the
direction of federal, provincial and municipal governments, and public health authorities.

British Columbia

In British Columbia, the Company received its Approved in Principle (“AlIP”) licensing for its Olympic Village Store and
Kitsilano location. The Olympic Village Store commenced operations on May 15, 2020. Additionally, on August 20,
2020 the Company received its AIP for its Yaletown location and further on September 23, 2020 received its DP for its
Dunsmuir location. The Company currently holds DP’s for 2 further locations.



Ontario

Pursuant to an option and cooperation agreement, which was amended and restated on February 26, 2019 and July
19, 2019 (the “Niagara Option”) with a retail cannabis lottery winner under the Alcohol and Gaming Commission of
Ontario (“AGCO”), Choom exercised the Niagara Option and acquired the Niagara Store through the acquisition of
2688412 ON effective April 1, 2020.

On June 25, 2020, the Company’s Retail Store Authorization was underway for Liberty Village the Company’s next key
location in Ontario. Additionally, Choom has secured 3 additional retail opportunities in Kitchener, Hamilton and Ottawa
and is currently working through the application process to operate these sites with the AGCO.

In April 2020, Cannabis was deemed a non-essential service for a short duration. Subsequently, it was deemed
essential but only curb side pickup sales were permitted. This had a negative impact on operational activity and sales
for the quarter.

Medical Centre

During the year ended June 30, 2020, the Medical Centers (consisting of 11659262 BC, CMCI, WCC and UCC)
operated in Vancouver, Terrace and Victoria, with a virtual location in Kelowna. Revenues generated from medical
services and education grants for the year ended were $587,268 (2019 - $268,321) with a gross profit of $384,741
(2019 - $111,335). During the year, the Company closed its Dawson Creek location due to the lack of physicians
available to fully service the location.

As described hereinabove, management is currently reviewing its options for its Concord Medical Centre operations in
order to reallocate it resources on its retail cannabis operations with a view to assist in meeting its retail targets.

Corporate — Phivida Transaction

On June 2, 2020, the Company and Phivida entered into a definitive arrangement agreement (the “Arrangement
Agreement”) pursuant to which Choom will acquire all of the issued and outstanding common shares of Phivida (the
“Phivida Shares”) in exchange for common shares of Choom (the “Choom Shares”) in an arm’s length all-share
transaction valued at approximately $7.3 million (the “Transaction”).

Under the terms of the Arrangement Agreement, Phivida shareholders received 0.72566 of a Choom Share in exchange
for each Phivida Share held (the “Exchange Ratio”) based on $0.082 per Phivida Share, representing a 10% premium
to the 20-day volume weighted average price of the Phivida Shares ended June 2, 2020, and based on a 20-day volume
weighted average price of the Choom Shares for the same period, being $0.113 per Choom Share.

On July 23, 2020, in connection with the Arrangement, Choom received a $500,000 in bridge financing (the “Bridge
Financing”) from Phivida. The Bridge Financing is evidenced by a convertible secured promissory note (a “Promissory
Note”) bearing interest at a rate of 15% per annum on the outstanding principal sum. The aggregate principal amount
of the Bridge Financing and accrued and unpaid interest thereon is, in certain circumstances, convertible into common
shares of Choom (the “Choom Shares”) at a conversion price of $0.115 per share. Certain of Choom’s subsidiaries
have also agreed to guarantee Choom’s obligations under the Bridge Financing. Pursuant to the terms of the
Promissory Note, Choom and the guarantor subsidiaries thereof have granted Phivida a third ranking security interest
over all of their respective present and after-acquired property. The security interest is governed in accordance with
the terms and conditions of a security agreement between Choom and the guarantors and Phivida, dated July 23, 2020.

In connection with the Bridge Financing, Choom also granted Phivida 4,347,826 non-transferable common share
purchase warrants (the “Warrants”). Each Warrant entitles Phivida to acquire one Choom Share at an exercise price
of $0.115 per share for a period of three years from the date of issuance (subject to automatic earlier expiry immediately
prior to the consummation of the transactions contemplated by the Arrangement Agreement). The Warrants are only
exercisable from and after the termination of the Arrangement Agreement for any reason other than as a result of a
breach of the Arrangement Agreement by Phivida.

The parties also amended the Arrangement Agreement in order to provide that the closing condition in favour of Choom
that Phivida have not less than $2,000,000 in working capital surplus be reduced to $1,500,000, on account of the
funds advanced to Choom under the Bridge Financing.

The Arrangement Agreement was unanimously approved by the boards of directors of Choom and Phivida. On
September 4, 2020 the Phivida shareholders voted in favour of the Transaction. The board of directors of Phivida
obtained a fairness opinion from Haywood Securities Inc. that, as of the date of the opinion, and subject to the



assumptions, limitations, and qualifications on which such opinion is based, the consideration to be received by
Phivida's shareholders pursuant to the Arrangement Agreement was considered fair, from a financial point of view, to
the Phivida shareholders.

On September 16, 2020 Choom received the necessary regulatory, court and stock exchange approval to complete
the acquisition of Phivida resulting in a total of 64,608,187 Choom Shares issued to the former holders of Phivida
Shares, resulting in former Phivida shareholders holding approximately 28.6% of the total number of issued and
outstanding Choom Shares (based on 225,753,870 Choom Shares issued and outstanding immediately after closing).
In addition, the outstanding options to purchase Phivida Shares have been replaced with 7,881,837 options to purchase
Choom Shares on the same terms and conditions, other than necessary adjustments to take into account the Exchange
Ratio, as set out in the Plan of Arrangement.

Choom has also issued an aggregate of 3,126,025 Choom Shares in partial settlement of an advisory fee payable in
connection with the completion of the acquisition. Choom has also issued 1,111,111 Choom Shares to an employee in
settlement of severance amount due in connection with the termination of a Phivida employee.

Highlights of the Acquisition of Phivida include:

< Combined entity will benefit from an integrated omnichannel strategy, focusing on analytic driven decision
making across client, people, product and operations.

s Will strategically leverage Choom’s current brick and mortar presence with Phivida’s digital assets to create a
best in class customer experience.

< Choom will leverage Phivida’s available cash to accelerate the build-out of additional stores.

% Phivida’s strong e-commerce solutions and content-rich marketing platforms to drive traffic, awareness and
build a brand authority online.

Acqguisitions/Dispositions 2020 - 2019

Acquisitions

Niagara Acquisition

Effective April 1, 2020, the Company completed the acquisition of the Niagara Store as described hereinabove.
Consideration for the acquisition, included cash of $2,000,000 of which $1,450,000 was paid from the cumulative
operating cash flow from the Niagara Store and the remainder was settlement by a promissory note for $550,000 (the
“‘Niagara Note”). Additionally, the Company issued 22,126,066 common shares. Also included the purchase
consideration is the amounts paid for the Niagara Option of $1,000,000. The Transaction was completed with the
consent of the AGCO following the expiry of certain restrictions on change of control established under the rules
applicable to the first cannabis retail lottery conducted by the AGCO on January 11, 2019. In connection with the
acquisition, the Company acquired all of the issued and outstanding shares of 2688412 ON which were wholly owned
by the Vendor of a cannabis retail operator licence issued by the AGCO in the first lottery.

In accordance with IFRS 3 Business Combinations (“IFRS 3”), the substance of a transaction constitutes a business
combination as the business of 2688412 ON meets the definition of a business under the standard. Accordingly, the
assets acquired and the liabilities assumed have been recorded at their respective estimated fair values as of the
acquisition date. The purchase price is based on management’s estimate of fair value of the common shares issued
and cash consideration paid.

Management used a combination of income, market, work for replacement values and cost-based approaches to
estimate the fair value of net assets acquired of the Niagara Store.

On May 28, 2020, the Niagara Note was extinguished by way of the proceeds from the sale of property (See
dispositions).

Clarity Cooperation Agreement

Pursuant to the terms a cooperation and option agreement (the “Cooperation Agreement”) effective February 26, 2019
and further amended on October 10, 2019, the Company and Clarity Cannabis MD Holdings Inc. and its shareholders



(the “Optionors”) the Company agreed to acquire all assets held by Clarity in connection with 9 operating retail cannabis
stores and further 18 in-progress retail opportunities including leasehold improvements and deposits, equipment, and
retail cannabis municipal development permits issued thereto (the “Retail Opportunities”). On October 1, 2019, the
Company exercised its right to acquire the Retail Opportunities. Subsequent to the Company receiving approvals on
its applications for the nine operating locations from the AGLC, the acquisition was completed on October 28, 2019.
The Company submitted and received AGLC approval on a further 4 applications for retail locations forming part of the
Retail Opportunities.

Initial consideration for the option included among other things a cash payment of $2,000,000 and the issuance of an
aggregate of 6,200,000 common shares of Choom.

On October 28, 2019, pursuant to Choom providing a notice to exercise the Clarity Option, the parties completed an
asset purchase to acquire certain retail locations (the “Closing”).

Consideration included:

- Cash Payment $500,100; ($250,100 paid)
- the issuance of 5,000,000 Payment Shares (issued); and
- the issuance of 1,103,608 Additional Shares (issued).

The Payment Shares issued will be held in escrow by the Company and released from escrow to the holders as follows:
20% on issuance and thereafter in four equal 20% releases every 6 months over 24 months commencing on the
Effective Date.

Under IFRS 3, the substance of the acquisition does not constitute a business combination as no processes were
acquired and was accounted for as an asset acquisition recognized in property and equipment and the acquired
development permits were recognized in intangible assets

The Green Room

On August 6, 2019, the Company signed a definitive agreement to acquire The Green Room, a cannabis retail store
chain. The agreement involves the purchase of location assets from The Green Room which includes 3 locations in
British Columbia and four (4) locations in Alberta. Total consideration for the acquisition of these retail locations was
$5,000,000 in Choom common shares subject to various escrow requirements. Closing of any acquisition of retail
location is subject to all provincial and regulatory approvals. On November 18, 2019, the Company completed the
acquisition of one location in Alberta for consideration of $316,238 paid by the issuance 1,860,226 common shares
(the “Payment Shares”) based on the 10-day volume weighted average price of $0.215 at closing. Finders fees of 5%
of the Payment Shares were included in the consideration. The Payment Shares were valued at $316,238 as
determined by the market price when issued being $0.17 per share.

Medical Centre

On November 19, 2018, the Company entered into two share purchase agreement with the shareholders of Concord
Medical, UCC, 1165962 BC, and WCC (collectively the “Medical Centre”) to acquire the issued and outstanding shares
of the Medical Centre. The transaction closed on December 10, 2018.

Consideration for the purchase was an aggregate cash payment of $100,002 and an aggregate 1,915,973 common
shares (the “Consideration Shares”) being the $900,000 equivalent of Choom shares calculated by the 10-day, VWAP.
The Consideration Shares are subject to escrow provisions of which 20% (383,193) were released December 10, 2018
with the remaining balance to be released over the subsequent 24 months.

The acquisition of the Medical Centre is a proprietary telemedicine platform that provides important education, access
and expertise for referring patients in the use of cannabis for medical purposes. The Medical Centre approach makes
it simple for new patients to access legal medical cannabis products in Canada and streamlines the process of
registering with a licensed producer.

In accordance with IFRS 3, the substance of a transaction constitutes a business combination as the Medical Centre
meets the definition of a business under the standard. Accordingly, the assets acquired and the liabilities assumed
have been recorded at their respective estimated fair values as of the acquisition date. The purchase price is based on
management’s estimate of fair value of the common shares issued and cash paid.



Management used a combination of income, market, work for replacement values and cost-based approaches to
estimate fair value of the four operating clinics.

Dispositions
Property

During the year end June 30, 2020, the Company completed the sale of certain buildings included in property and
equipment for gross proceeds of approximately $1,025,000 (2019 - $Nil), of which $550,000 (2019 - $Nil) was used to
extinguish the Niagara Note as described hereinabove. The Company recorded a loss on the sale of these buildings of
$2,134,623 (2019 - $Nil).

Subsequent to the year ended June 30, 2020, the Company sold two buildings for net proceeds of $477,658 and
$122,900. The Company recognized an impairment expense of $177,100 to reduce the carrying amount of one building
to the fair market value, as estimated based on fair value less cost of disposal. These assets were classified as assets
held for sale at June 30, 2020 in the amount of $600,558.

Strategic Reduction of Interest in Sitka Weedworks (“SMP”) (formerly Specialty Medijuana Products Inc.)

During the prior year ended June 30, 2019, management changed the Company’s strategic plan to focus on becoming
a retail cannabis applicant and developing a network of retail cannabis stores. Accordingly, the Company made the
decision not to pursue the cultivation sector of the cannabis industry. As a result, the Company divested and sold its
90.2% interest in Sitkwa Weedworks Inc. (“SMP”) to the original key shareholders during the year ended June 30, 2019.

Medi-Can and IGC were in the business of cultivating and selling marijuana for medical purposes and related products
under the ACMPR that the Company acquired during the year ended June 30, 2018. With the change in the Company’s
strategic plan, the cultivation licenses were fully impaired during the year ended June 30, 2019.

Sitka Weedworks Inc.

The Company, via its wholly owned subsidiary, Arbutus, acquired Sitka Weedworks Inc. (formerly Specialty Medijuana
Products) by way of a share exchange agreement during the year ended June 30, 2018. On October 17, 2018, SMP
received its cultivation license from Health Canada. Accordingly, management estimated the fair value of the Choom
Share Commitments owed to the selling shareholders of SMP based market share price of $1.03 to be $41,167,957
being the share price on the date the cultivation license was granted and recorded it as an addition to the Arbutus
intangible asset.

On December 10, 2018, the Company entered into a share purchase agreement with the original key shareholders of
SMP whereby Arbutus divested 90.2% of its interest in SMP in exchange for the cancellation of 37,970,445 Share
Commitments (the “SMP Divesture”). Choom completed the SMP Divesture resulting in Choom indirectly holding an
indirect 9.8% interest in SMP through Arbutus.

During the year ended June 30, 2019, the SMP Divesture resulted in a loss from the sale of $78,789,971 representing
the elimination of assets and liabilities in SMP and impairment of intangible assets.

During the year ended June 30, 2020, 1,124,127 (2019 - 124,902) common shares were issued pursuant to the Choom
Share Commitments at a value of $1,157,850 (2019 - $128,649). As at June 30, 2020, 749,417 (2019 - 1,873,543)
Choom Share Commitments remained outstanding at an aggregate value of $771,900 (2019 - $1,929,749) as
determined by the market price of $1.03 on October 17, 2018.

The Company has recorded $1,732,665 (2019 - $1,732,665) as long-term investments representing the 9.8% interest
in SMP. As at June 30, 2020 the Company advanced a total of $172,282 (2019 - $75,752) in loans for the development
of facilities which are recorded as loan receivable. The loan has no stated terms of repayment and is callable only if all
shareholders of SMP agree to call on the loan.

Selected Annual Information

The following table summarizes selected financial data reported by the Company for the years ended June 30, 2020,
2019 and 2018. The following annual results are compliant with IFRS:



Year ended June 30

Year ended June 30 Year ended June 30

2020 2019 2018
$ $ $

Total Revenue 7,945,075 268,321 Nil
Net loss from continuing operations (20,240,749) (11,431,088) (6,143,751)
Net loss from discontinued operations (105,677) (89,720,697) (431,705)
Net loss and comprehensive loss (20,346,426) (101,151,785) (6,575,736)
Net loss from continuing operations
per share bhasic and diluted (0.10) (0.06) (0.07)
Net loss from discontinued operations
per share basic and diluted (0.00) (0.49) —
Total assets 32,621,271 29,897,397 100,596,063
Current liabilities 6,639,735 1,619,234 1,001,209
Non-current liabilities 32,037,923 12,680,128 —
Shareholders’ equity 583,348 14,598,035 99,594,854
Number of Common Shares 225,753,870 191,666,813 178,747,288
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Results of Operations

Years Ended

June 30
2020 2019 Variance
$ $ $

Revenue
Recreational - Retail 7,357,807 - 7,357,807
Clinic services 587,268 268,321 318,947
Total revenue 7,945,075 268,321 7,676,754
Cost of sales
Recreational - Retail (5,107,219) - (5,107,219)
Doctor and coaching fees (195,059) (151,491) (43,568)
Medical supplies (7,468) (5,495) (1,973)
Gross profit 2,635,329 111,335 2,523,994
Expenses
Administrative and general 5,421,817 6,619,610 (2,197,793)
Salary, wages, benefits 2,813,382 278,325 2,535,057
Depreciation and amortization 1,766,011 10,208 1,755,803
Foreign exchange 4,239 20,003 (15,764)
Marketing, website and media design 675,465 1,483,822 (808,357)
Application and termination of agreements costs - 583,752 (583,752)
Share-based payments 1,320,603 3,453,119 (2,132,516)

(12,001,517) (12,448,839) 447,322
Loss before other items (9,366,188) (12,337,504) 2,971,316
Other items
Interest income 295,253 153,315 141,938
Licensing income 200,000 - 200,000
Rental income 243,463 124,997 118,466
Other income 180,000 113,202 66,798
Loss on sale of property and equipment (2,134,623) - (2,134,623)
Decrease in fair value of marketable securities (45,822) (67) (45,755)
Loss on write-off of note receivable (253,904) (200,000) (153,904)
Impairment of intangibles (5,340,511) - (5,340,511)
Impairment of property and equipment (602,089) (1,225) (600,864)
Gain on settlement of debt 3,030 - 3,030
Gain on modification of debt 83,747 - 83,747
Financing costs (3,669,629) (1,547,091) (2,122,538)
Loss before income tax (20,407,273) (13,594,373) (6,812,900)
Deferred income tax recovery 166,524 2,163,285 (1,996,761)
Loss from continued operations (20,240,749) (11,431,088) (8,809,661)
Loss from discontinued operations (105,677) (89,720,697) 89,615,020
Net loss and comprehensive loss (20,346,426) (101,151,785) 80,805,359
Net loss from continuing operations, basic and diluted $ 0.100 % (0.06) $ (0.04)
Net loss from discontinued operations, basic and diluted $ - $ (049 % 0.49
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Financial Highlights for the three months ended June 30, 2020

e Revenue of $4,078,108 for the quarter. An increase of 86% from prior quarter revenue of $2,191,083

e  Gross Profit of $1,356,567 for the quarter. An increase of 96% from prior quarter gross profit of $690,773

e Administrative and General of $1,169,797 for the quarter. A decrease of 2% from prior quarter administrative
and general of $1,190,372. Administrative and general costs were 29% of revenue in Q4 versus 54% in Q3

e Salary, wages and benefits of $822,456 for the quarter. A decrease of 22% from prior quarter salary, wages
and benefits of $1,047,818. Salary, wages and benefits were 20% of revenue in Q4 versus 48% in Q3

e  Sale of certain buildings in Alberta, included in property and equipment, for gross proceeds of approximately
$1,025,000 resulting in a loss on the sale of these buildings of $2,134,623

Financial Results for the years ended June 30, 2020 and 2019

During the year ended June 30, 2020, the Company reported a net loss from continuing operations of $20,240,749 and
loss per share of $0.10 compared to a net loss from continuing operations of $11,431,088 and loss per share of $0.06
for the comparative year ended June 30, 2019.

The net loss from discontinued operations of $105,677 (2019 - $89,720,697) and loss per share of $0.00 (2019 - $0.49)
in connection with the SMP Divesture and transfer impairment of Medi-can and IGC as described hereinabove. The
net loss from discontinued operations of $105,677 (2019 - $89,720,697) included the fair value loss from the divesture
of SMP of $Nil (2019 - $78,789,971) and the impairment of property and equipment and intangibles for an aggregate
$Nil (2019 - $10,579,064) and general and administration expenses of $105,677 (2019 - $351,662) related to
discontinued operations.

The net loss from continuing operations for year ended June 30, 2020 primarily consisted of general and administration
costs of $5,421,817 (2019 - $6,619,610); salary and wages of $2,813,382 The Company also recorded share-based
payment expenses of $1,320,603 (2019 - $3,453,119) in connection with option grants and depreciation and
amortization of $1,766,011 (2019 - $10,208). Expenses from the termination of lease opportunities or retail applications
of $Nil (2019 - $583,752) were also recorded.

Other items primarily consisted of impairment of sale of property and equipment of $2,134,623 (2019 - $Nil) and
impairment of intangible assets of $5,340,511 in connection with impairment of DP’s acquired as part of the Clarity
Acquisition as further described herein. The Company further recorded financing costs of $3,669,629 (2019 -
$1,547,091) in connection with the accretion and interest expenses recorded for the convertible debentures and least
interest expenses in connection with the lease liabilities recorded.

Additionally, the Company recoded deferred income tax recovery in connection with the convertible debenture of
$166,524 (2019 - $2,163,285).

Net loss and comprehensive loss for the year ended June 30, 2020 was $20,346,426 compared to $101,151,785 for
the prior year end 2019. The decrease in net loss and comprehensive loss of $80,805,359 from the comparative year
was primarily due to the divesture of operations in the cannabis cultivation sector and wrote down its investment in
SMP to a 9.8% interest as well as recorded impairments to IGC and Medi-can’s cultivation licenses in progress at the
time as described herein.

Revenue

Initial revenues commenced for cannabis retail sales on October 28, 2019 on closing of the Clarity Acquisition with 9
operating stores. The remaining 4 locations began operating in late November and December 2019. During the quarter
ended March 31, 2020 the Company launched Shawcliffe in Calgary on February 25, 2020 and 107" Ave located in
Edmonton on March 12, 2020. Additionally, as described hereinabove as a result of the Covid-19 pandemic, the
Company closed 6 of its Alberta locations subsequently re-opening one location on August 14, 2020. On April 1, 2020,
the Company acquired the Niagara Falls store through the acquisition of 2688412 ON. Operations were fully active on
the acquisition date. Operations commenced on May 15, 2020 at the Olympic Village in British Columbia for a total of
13 operating retails stores (11 -AB, 1-ON, 1- BC) as at June 30, 2020.

Revenue from retail stores for the period October 28, 2020 to June 30, 2020 was $7,357,807 (2019 - $Nil) and revenues

from Concord Medical Center services of $587,268 (2019 - $268,321) for total revenues of $7,945,075 (2019 -
$268,321)
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The increase in revenues for the clinic services in the current year was primarily a result of the acquisition of the
Concord Medical Centre on December 10, 2018 in the prior year.

Gross Profit

Retail cannabis operations commenced on October 28, 2019 wherein the Company recorded initial gross profits for
retail cannabis sales of $2,250,588 (2019 - $nil) or 30.6% (2019 — nil). Management is working to improve these margins
as it works through initial start-up pricing modules and customer discounts.

Gross profits for the clinic services increased in the current year primarily as operations did not commence until
December 10, 2018 in the comparative quarter. For the year ended June 30, 2020, the Company recorded gross profits
for clinic services of $384,741 (2019 - $111,335) or 65.5% (2019 - $41.5%). Gross margins are not comparable as the
Company only had approximately 4 operating months in the previous quarter. As described hereinabove as the
Company looks to focus its resources on the expansion of its retail operations and working towards the winding down
or divesture of its clinical services.

Expenses

Administrative and General Expenses
Years Ended

June 30
2020 2019 Variance

$ $ $
Accounting and legal 1,031,135 2,228,894 (2,197,759)
Business licenses and permits 183,877 - 183,877
Conferences 28,176 62,138 (33,962)
Consulting 1,887,185 2,110,795 (223,610)
Development and training - 21,319 (21,319)
Insurance 196,358 68,681 127,677
Interest and service charges 167,104 13,545 153,559
Office and administration fees 660,300 259,528 400,772
Property taxes 12,549 46,492 (33,943)
Realtor commissions and fees 242,556 195,414 47,142
Regulatory fees 54,438 55,735 (2,297)
Rent 307,013 419,154 (112,141)
Shareholder communications 97,200 230,373 (133,173)
Lease expenses 250,424 544,371 (293,947)
Transfer agent fees 9,764 12,863 (3,099)
Travel 293,738 350,308 (56,570)

5,421,817 6,619,610 (1,197,793)

The Company recorded an overall $1,197,793 or 18% decrease in administrative and general expenses. Significant
variances to note were:

Accounting and legal: The Company recorded a decrease in legal costs as a result of smaller size and number of
corporate transactions and acquisitions in the current year in comparison to the prior year wherein the Company has
several acquisition and divesture of SMP, IGC and Medi-can completed in the prior year as well as the leasehold and
property acquisitions completed in 2019.

Consulting: The Company recorded a decrease in consulting as it reduced the number of consultants and increased
employees.

Insurance: Insurance premiums increased with operational activity and the opening of cannabis retail stores.
Office and administrative fees: The increase in expenses was as a result an increase in personnel and an office

move which was completed on October 28, 2019. The addition of the retail stores in the current year saw an overall
increase for store administration and expenses as well.
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Realtor commissions and fees: These costs relate to securing prime leasehold opportunities in a very competitive
retail cannabis market.

Rent: The decrease in rents from the prior period related amounts that were reclassed to discontinued operations as
well as the adoption of IFRS 16 Leases wherein lease expenses are now accounted for as lease interest expenses and
amortization.

Lease expenses: These costs related primarily to the termination of certain Ontario leases as result of the Company
not winning the license application in Ontario during the prior comparative year.

Travel: The slight decrease in travel was primarily associated with less travel recorded for the forth quarter as a result
of Covid-19 restrictions.

Wages: The increase in wages was a result of the engagement of head officer personnel and the commencement of
its retail operations in Alberta, BC and Ontario. The Company as at June 30, 2020 had approximately 51 full-time
employees and 38 part-time employees whereas in the comparative year had 2 full time employees. Additionally, as
described hereinabove in the closure of the 5 retail locations in Alberta resulted in a final termination of 33 employees
in May 2020.

Depreciation and amortization: The increase in expenses in the current year relates to the adoption of IFRS 16
Leases (See Recently adopted Standards) and the recording of amortization of right of use assets, as well as the
depreciation for leasehold improvements for stores in use and the increase of capital assets for store buildouts in use
compared to the period year of only minimal capital assets and/or assets not in use.

Marketing, website and media design: The Company saw a decrease from the prior year where additional expenses
were incurred from an aggressive marketing strategy as result from the Company refocus to the retail cannabis sector
as described hereinabove. During the current year, the Company continued to develop its website, design and
marketing materials. Additionally, the Company continued to participate in various marketing campaigns with media
services providers to create awareness for the Company in a highly competitive market however fewer campaigns as
management focused its resources on the expansions of is operations and utilized in-house personnel.

Share-based payments: The decrease in share-based payments was primarily a result of options granted in the
current year were subject to vesting schedules and expenses related thereto are expensed on a pro-rata basis over
the vesting period whereas in the prior comparative year the options granted were primarily vested on grant.

Other Items

Licensing income: During the current year, the Company pursuant to a licensing agreement in connection with the
Niagara Store as described hereinabove for $25,000 per month up until the acquisition was completed on April 1,
2020.

Rental income: The increase in rental income was due to the Company entering into lease agreements for leasing
out certain units of its real estate properties held by the Company.

Loss on sale of property and equipment: During the year end June 30, 2020, the Company completed the sale of
certain buildings included in property and equipment for gross proceeds of approximately $1,025,000 (2019 - $Nil).The
Company recorded a loss on the sale of these buildings of $2,134,623 (2019 - $Nil).

Impairment of intangibles: In connection with the Clarity Acquisition, 27 municipal permits were included for the 27
store locations with a fair value of $8,638,512. During the year ended June 30, 2020, 13 retail locations were opened
and operating with one further application before the AGLC that were included in the Retail Opportunities. The
remaining 13 retail development permits are currently on hold. Accordingly, the Company has recorded an impairment
of $4,627,511 (2019 - $Nil) during the year ended June 30, 2020. Management used a combination of market values
and cost-based measurements to estimate fair value for the permits of $4,011,001 (2019 - $Nil).

Impairment of property and equipment: The impairment costs in the current year primarily relate to the sale of two
buildings subsequent to June 30, 2020 for net proceeds of $477,658 and $122,900. The Company recognized an
impairment expense of $177,100 to reduce the carrying amount of one building to the fair market value, as estimated
based on fair value less cost of disposal. These assets are were classified as assets held for sale at June 30, 2020.
Additionally, during the year ended June 30, 2020, the Company impaired assets in connection with leasehold
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improvements at a leased warehouse with a book value of $372,725 (2019 - $370,000) that was terminated on March

17, 2020.

Financing costs: Financing costs which include interest and accretion for the convertible debentures increased as
the debenture in the prior year were secured on November 2, 2018. Lease interest expenses are also included in the
current year as result of the adoption of IFRS 16 Leases.

Discontinued operations: On December 10, 2018 management changed the Company’s strategic plan to focus on
becoming a retail cannabis applicant and developing a network of retail cannabis stores. Accordingly, the Company
made the decision not to pursue the cultivation sector of the cannabis industry. The Company divested and sold its
90.2% interest SMP to the original key shareholders and impaired its Medi-can and IGC licenses in progress.

The results of the operations of SMP, Medi-can and IGC are presented as discontinued operations for the year ended

June 30, 2020 and 2019 are as follows:

Years ended

June 30

2020 2019
General and administrative costs
Consulting fees $ - % 5,000
Security and utilities 10,356 -
Professional fees 6,413 8,802
Rent 88,908 337,860
Loss before other items (105,677) (351,662)
Other items
Loss on the sale of asset - (78,789,971)
Impairment on property and equipment - (107,847)
Impairment on intangibles - (10,471,217)
Total other items - (89,369,035)
Total loss for the year $ (105,677) $ (89,720,697)

Summary of Quarterly Results

The following table summarizes certain selected financial information reported by the Company for
eight quarters reported. The following quarterly results are prepared in accordance with IFRS.

each of the last

June 30, 2020 March 31, 2020 Dec. 31, 2019 Sept. 30, 2019
(%) (%) (%) %)
Operations
Revenue 4,078,108 2,191,083 1,487,344 188,540
Gross profit 1,480,224 690,773 464,332 —
Net loss from continuing operations (5,995,335) (3,938,314) (7,352,941) (2,954,159)
Net loss per share from continuing operations (0.02) (0.02) (0.04) (0.02)
Net loss from discontinued operations (24,477) (27,959) (27,801) (25,440)
Net loss per share from discontinued operations (0.00) (0.00) (0.00) (0.00)
June 30, 2019 March 31, 2019 Dec. 31, 2018 Sept. 30, 2018
(%) (%) (%) (%)
Operations
Revenue 268,321 — — —
Gross profit 111,335 — — —
Net loss from continuing operations (1,528,290) (4,199,549) (3,130,141) (2,573,108)
Net loss per share from continuing operations (0.01) (0.02) (0.02) (0.01)
Net loss from discontinued operations (62,306) (61,820) (89,596,571) —
Net loss per share from discontinued operations (0.00) (0.00) (0.49) (0.00)
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Fourth Quarter

The Company reported a net loss from continuing operations during the fourth quarter June 30, 2020 of $5,995,335
(2019 - $1,528,290) or $0.02 loss per share (2019 - $0.01), primarily related to administrative and general expenses of
$1,169,797 (2019 - $2,565,959), salary and wages of $822,456 (2019 $135,405), amortization and depreciation of
$699,938 (2019 $8,995) financing costs of $1,056,879 (2019 - $586,425) in relation to the convertible debentures as
described herein and the accompanying financial statements and lease interest expenses. Additionally, the Company
recorded loss on sale of property and equipment of $2,134,623 as described hereinabove. These costs were offset by
a deferred income tax recovery of $166,524 (2019 - $2,163,285) in connection with the convertible debentures.

The Company recorded $3,949,328 (2019 - $Nil) in retail cannabis revenues and $128,780 (2019 - $268,321) from the
clinic services in the fourth quarter.

Gross profits recorded for the current fourth quarter included retail cannabis sales of $1,480,224 (2019 - $111,335) or
36% (2019 — 42%) and $87,854 (2019 - $111,335) or 68% (2019 - $41%).

Increase of retail cannabis revenues included the addition of the Niagara Store and Olympic Village that commenced
operations in the 4™ Quarter.

Other Quarters
Significant variances to note included:

During the three months ended March 31, 2020, the Company reported a net loss from continuing operations of
$3,938,814and loss per share of $0.02 compared to a net loss from continuing operations of $4,199,549 and loss per
share of $0.05 for the comparative period ended March 31, 2019. Net loss and comprehensive loss for the three
months ended March 31, 2020 was $3,907,781 and $4,261,369 for the comparative period. The current period loss
was primarily a result of aggregate expenses of $2,981,216. Additionally, during the three months ended March 31,
2020 notes receivable of $250,000 were written off as a result of the termination of a leasehold location in connection
with the note. During the period ended March 31, 2020 the Company disposed of assets in connection with leasehold
improvements at a leased warehouse with a book value of $401,189 (June 30, 2019 - $370,000) that was terminated
on March 17, 2020. The decrease in net loss and comprehensive loss from the comparative period was primarily a
result of the recording of retail cannabis revenue for the current period of $2,058,775 (2019 - $Nil). Additionally, the
Company saw an overall decrease in general and administrative costs of $657,657 as described hereinbelow.

During the three months ended March 31, 2020 the Company reported a net loss from discontinued operations of
$27,959 (2019 - $61,820) and loss per share of $0.00 (2019 - $0.00). The net loss from discontinued operations in the
current period included continuing rent, security and professional fees incurred for IGC leasehold premises and
professional fees for Medi-can.

As at March 31, 2020 the Company had 9operating retail locations with revenue for the three months ended March 31,
2020 of $2,191,083 which includes cannabis retail sales of $2,058,775 (2019 - $Nil) and revenues from clinic services
of $132,308 (2019 - $107,468).

During the three months ended December 31, 2019, the Company reported a net loss from continuing operations of
$7,352,941 and loss per share of $0.04 compared to a net loss from continuing operations of $3,130,141 and loss per
share of $0.03 for the comparative period ended December 31, 2018. Net loss and comprehensive loss for the three
months ended December 31, 2019 was $7,380,742 compared to $92,726,712. The current period loss was primarily a
result of the impairment of $4,169,939 on development permits in connection with the Clarity Acquisition and general
expenses of $3,036,987 as described herein. The decrease in net loss and comprehensive loss of $85,314,083 from
the comparative period was primarily due to the divesture of operations in the cannabis cultivation sector as described
herein.

During the three months ended December 31, 2019 the Company reported a net loss from discontinued operations of
$27,801 (2018 - $89,596,571) and loss per share of $0.00 (2018 - $0.50). The net loss from discontinued operations
in the current period included continuing general and administration expenses of $27,801 (2018 - $325,483) related to
rent, security and professional fees incurred for IGC leasehold premises and professional fees for Medi-can. During
the comparative period ended December 31, 2018 the Company had made the strategic decision to divest from the
cannabis cultivation sector and re-focus on the retail cannabis sector as such the Company wrote down its investment
in SMP to a 9.8% interest as well as recorded impairments to IGC and Medi-can’s cultivation licenses in progress at
the time as described herein.
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The net loss for the three months ended March 31, 2019 primarily consisted of general and administration costs of
$2,457,094 the biggest components being legal, consulting fees and investor relations. Additionally, the Company
recorded share-based compensation for the grant and vesting of options of $1,262,538.

The net loss for the three months ended December 31, 2018 primarily consisted of the loss from discontinued
operations of $89,596,571 which included the fair value loss from the divesture of SMP of $78,987,817 and the
operating loss of Medi-can and IGC for an aggregate $10,608,754 and the loss from re-measurement of assets and
liabilities was classified as held for sale in the amount of $516,199.

The net loss for the three months ended September 30, 2018 primarily consisted of general and administration costs
of $2,022,672 and recorded stock-based payment expenses of $548,348 the increase in expenditures are similar in
nature as described hereinabove for the current period.

Financial Condition, Liquidity and Capital Resources

June 30 June 30
2020 2019 Variance
$ $ $
Selected Financial Information:

Cash and cash equivalents 461,100 4,816,164 (4,355,064)
Working capital (3,693,757) 5,491,465 (9,185,222)
Trade payables 3,982,739 1,615,234 2,367,505
Lease liabilities - current 1,350,201 - 1,350,201
Right of use assets 8,096,315 - 8,096,315
Property and equipment 7,131,547 4,483,937 2,647,610
Investment 1,904,947 1,808,417 96,530
Intangible assets 7,934,688 856,993 7,077,695
Total Assets 32,621,271 28,897,397 3,723,874
Shareholders' equity 583,348 14,598,035 (14,014,687)

Key changes to the Company'’s financial condition were a net decrease in working capital of $9,185,222 the result from
expenditures as described hereinabove as well as an increase in current liabilities which include lease liabilities of
$1,350,201 from the adoption of IFRS 16 Leases.

The proceeds from the recent financings have been allocated for general corporate purposes, acquisitions and costs
incurred to secure retail sites and leasehold improvements and equipment. Additional funds will be required for the
further development of the Company’s retail cannabis buildout strategy of reaching 32 stores by the end of 2022 and
to meet its debt obligations as outlined below. The Company’s future financing efforts may be affected by the overall
general economic conditions, volatility in market conditions not only the retail cannabis sector but overall response to
the current Covid-19 pandemic. The ability to expand the Company’s operations will be reliant on but not limited to
securing the necessary retail real estate locations, securing the necessary capital to build out its target retail spaces
and the ability to generate positive operating cash flow to meet its growth objectives and general working capital
requirements.

Revenues from retail cannabis sales commenced on October 28, 2019 initially from the Alberta stores with Ontario and
BC commencing in fourth quarter resulting in an increase in revenues by year end. The Company anticipates further
growth as it enters the first and second quarter of 2021 with 13 operating retail locations however it will continue to
have to rely on equity and or debt financings until such time as it has achieved profitability to meet its development
objectives over the next 6 month to 12 months as well as meet its current trade payables.

Convertible Debentures

December 2019 Financing

On December 23, 2019, completed a non-brokered private placement of debenture units at $250,000 per unit for gross
proceeds of $4,100,000 (the “December 2019 Debentures”).

The December 2019 Debentures will mature on December 23, 2021, subject to the rights of a holder to extend the term

up to a further 12 months and will accrue interest at the rate of 10% per annum, payable semi-annually. At a holder’s
option, the December 2019 Debentures may be converted into common shares of Choom at a conversion price of
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$0.15 per share. Under the Offering, the Company also issued 1,666,666 transferable common share purchase
warrants per debenture unit for an aggregate 27,333,330, each such warrant to be exercisable to acquire one common
share for a four-year period at an exercise price of $0.20 per share.

The December 2019 Debentures are secured by certain property of the Company, and rank pari passu in right of
payment of principal and interest and may be redeemed by the Company on certain conditions. The maximum amount
of principal secured may be increased with the consent of the December 2019 Debenture holders representing the
majority of the outstanding principal.

Two related parties of the Company participated in the December 2019 Debentures offering and acquired debenture
units for $2,100,000 (See Related Party Transaction).

Aurora

On June 24, 2020, the parties amended the terms of the Aurora Debenture (the “Amended and Restated Aurora
Debenture”) wherein Choom, among other things granted to Aurora a second ranking security interest over all of its
present and after-acquired property of Choom. The security interest is governed in accordance with the terms and
conditions of a security agreement between Choom and Aurora dated June 24, 2020. Among other amendments, the
Amended and Restated Aurora Debenture includes amendments reflecting (i) a 90-day exclusivity period during which
the Aurora has agreed not to sell, transfer or assign its indebtedness to any third party, (ii) a right of first refusal in
favour of Choom in respect of any future proposed sale, transfer or assignment of the indebtedness by Aurora, and (iii)
a reduction of the conversion price of the debenture from $1.25 to $0.65 per share.

The Amended and Restated Aurora Debenture is, as at June 30, 2020, a secured convertible debenture maturing on
November 2, 2022 (the “Maturity Date”), convertible into common shares: (i) at the option of Aurora, any time prior to
the Maturity Date at a conversion price of $0.65 per common share, subject to a minimum conversion amount of
$5,000,000, and (ii) at the option of Choom any time after the hold period has expired and the volume weighted average
trading price (“VWAP”) of the common shares is $3.00 or more for a period of 10 consecutive trading days.

Interest due on November 2, 2019 in the amount of $1,354,173 was settled pursuant to the Amended and Restated
Aurora Debenture in two instalments of $677,086 on June 24, 2020 (paid) and $677,087 on July 24, 2020 (paid). As at
June 30, 2020, interest in connection with the Aurora Debenture of $1,481,273 (2019 - $854,795) is included in trade
and other payables. Subsequent to June 30, 2020, $677,086 of this interest payable balance was paid.

In accordance with IFRS 9 Financial Instruments, the Company determined that the changes within the Amended and
Restated Aurora Debenture is not significant enough to be considered an extinguishment of the initial convertible
debenture, and as such, has been accounted for as a modification of financial liability under IFRS 9. The cash flows
under the Amended and Restated Aurora Debenture was rediscounted at the original effective interest rate on the
modification date, and as a result, a gain of modification of debt of $83,747 (2019 - $Nil) is recorded on the consolidated
statements of loss and comprehensive loss.

Property and Equipment
Capital expenditures during the year ended June 30, 2020 were $3,040,261 (2019 - $4,489,820) for leasehold
improvements and equipment for its Alberta and BC retail locations and additional computer and office furniture for

head office.

Commitments and Contractual Obligations

Leases

The Company has entered into arrangements for office, clinic and retail spaces. Cash commitments for minimum
lease payments in relation to these commitments are payable as follows:

June 30 June 30

2020 2019

Not later than 1 year $ 2,178,097 $ 647,030
Later than 1 year and not later than 5 years 6,351,983 2,140,290
Later than 5 years and not later than 10 years 2,767,459 -
$ 11,298,539 $ 2,787,320
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As at June 30, 2020, the Company has $574,310 (2019 - $205,926) in lease deposits of which $211,852 (2019 -
$88,189) is classified as current and $362,458 (2019 - $117,737) is classified as non-current. The Company has prepaid
expenses of $435,375 (2019 - $549,258) of which $257,559 (2019 - $282,534) is classified as current and $177,816
(2019 - $266,724) is classified as non-current.

ABcann Medicinals Inc.

Choom entered into a term sheet agreement with ABcann Medicinals Inc. (“ABcann”) dated March 16, 2018, whereby
ABcann, a Licensed Producer, agreed to supply Choom with premium cannabis products subject to regulatory approval
(the “ABcann Term Sheet”). The obligations of the parties under the ABcann Term Sheet with respect to the purchase
and sale of cannabis products will only arise upon a mutually-agreed upon launch date that is dependent on receiving
required regulatory approval. Subsequent to the date of the ABcann Term Sheet, the enactment and promulgation of
applicable provincial regulatory regimes governing the distribution and sale of cannabis have frustrated the
implementation of the ABcann Term Sheet.

Coastal Green

On July 23, 2019, a $300,000 convertible debenture was issued to Choom by Coastal Green Holdings Ltd. (the “Coastall
Green Note”). The Coastal Green Note carries interest at 6% per annum. Choom will, on conversion of the debenture,
acquire a 19.9% equity interest in Coastal Green. Coastal Green must complete certain expenditures prior to Choom
advancing any funds under the Coastal Green Note. On July 10, 2020, the parties terminated the Coastal Green Note
for consideration of $50,000 cash payment (paid).

Related Party Transactions

a) Key Management Compensation

June 30 June 30
2020 2019

Key management personnel compensation comprised:
Consulting fees $ 672,949 $ 816,997
Administration 198,415 49,211
Wages 246,902 -
Share-based payments 732,516 971,761
$ 1,850,782 $ 1,837,969

i) Wages of $246,902 (2019 — $Nil) were paid to Corey Gillon the Company’s CEO. Mr. Gillon was appointed
CEO effective December 1, 2019 (previously appointed as President on August 26, 2019);

ii) Consulting fees of $275,000 (2019 — $240,000) were paid or accrued to 0954041 BC Ltd. (“0954041”), a
company controlled by Chris Bogart, the Company’s President. Mr. Bogart was re-appointed as the
Company’s President on December 1, 2019 (previously the Company’s CEO);

iif) Consulting fees of $148,949 (2019 — $140,164) were paid to Minco Corporate Management Inc. (“Minco”), a
company controlled by Terese Gieselman, the Company’s Chief Financial Officer and Secretary;

iv) Consulting fees of $90,000 (2019 — $100,000) were incurred to Chris Gagan, the Company’s former (effective
March 12, 2020) Sr. Vice President of Marketing;

v) Consulting fees of $84,000 (2019- $196,833 were incurred to MDC Forbes Inc. (“Forbes”) a company
controlled by Michael Forbes the Company’s former Chief Operating Officer and a director of the Company.
Mr Forbes resigned effective October 28, 2019;

vi) Consulting fees of $75,000 (2019 - $140,000) were paid to Craig Schneider (“Schneider”) an individual that
formerly had significant influence over the Company. As at March 31, 2020 Mr. Schneider was no longer
involved in a consulting capacity for the Company and remains a shareholder.

vii) Administration fees of $198,415 (2019 - $49,211) were paid or accrued to Minco in relation to providing
administrative and accounting employment services; and

viii) Share-based payments are the fair value of options granted to key management personnel.
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b) Related Party Liabilities

The following amounts owing to related parties are included in trade and other payables:

June 30 2019

June 30
Minco Consulting Fees  $ 37,795 $ 40,630
C Bogart Expenses 500 -
MDC Forbes Inc  Rent 18,100 -
M Forbes Expenses 12,013 6,721
Schneider Consulting Fees 30,000 -
$ 98,408 $ 47,351

Transactions

In connection with the SMP Acquisition and Divesture, the Medical Centre Acquisition and the Cooperation
Agreement, Mr. Forbes a director of the Company at the time of acquisitions (Mr. Forbes resigned effective
October 28, 2019) had an interest in each transaction considered to be related party transactions wherein:

i) In connection with the SMP Divesture, Mr. Forbes a former director and officer was issued Nil (2019 - 659,814)
Share Commitments of which 329,906 (2019 - 36,656) common shares had been issued during the year
ended June 30, 2020;

i) In connection with the Cooperation Agreement, included in the consideration is 8,866,500 (4,443,250 issued)
Choom Shares and $2,500,000 ($2,250,000) paid to Mr. Forbes pursuant to the terms of the Cooperation
Agreement.

i) In connection with the acquisition of the Medical Centre, Mr. Forbes was issued 638,658 Choom Shares and
cash of $66,667 as part of the consideration.

December 2019 Financing

In connection with the December 2019 Debenture offering two related parties being a director and family member of a
director participated for an aggregate amount of $2,100,000.

Significant Accounting Judgments, Estimates and Assumptions

The Company makes estimates and assumptions about the future that affect the reported amounts of assets and
liabilities. Estimates and judgments are continually evaluated based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. In the future, actual
experience may differ from these estimates and assumptions.

The effect of a change in an accounting estimate is recognized prospectively by including it in loss/income in the year
of the change, if the change affects that year only, or in the year of the change and future years, if the change affects
both.

Information about critical judgments and estimates in applying accounting policies that have the most significant risk of
causing material adjustment to the carrying amounts of assets and liabilities recognized in the consolidated financial
statements within the next financial year are discussed below:

Asset Acquisitions Versus Business Combinations

Management had to apply judgment with respect to whether the acquisition of the Medical Centre, the Clarity Retail
Acquisition, the Niagara Acquisition, the Green Room Retail Acquisition, the Medical Centre Acquisition and the Phivida
Transaction were asset acquisitions or business combinations. The assessments required management to assess the
inputs, processes and outputs of the companies acquired at the time of acquisition. Pursuant to the assessment, the
Clarity Retail Acquisition and Phivida Transaction was considered to be an asset acquisition and the Medical Centre
and Niagara Acquisition were considered to be business combinations.
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Determination of Purchase Price Allocations and Contingent Consideration

Estimates are made in determining the fair value of assets and liabilities, including the valuation of separately
identifiable intangibles acquired as part of an acquisition. Management exercises judgment in estimating the probability
and timing of when cash flows are expected to be achieved, which is used as the basis for estimating fair value. Future
performance results that differ from management’s estimates could result in changes to liabilities recorded, which are
recorded as they arise through profit or loss. The fair value of identified intangible assets is determined using
appropriate valuation techniques which are generally based on a forecast of the total expected future net cash flows of
the acquiree. Valuations are highly dependent on the inputs used and assumptions made by management regarding
the future performance of these assets and any changes in the discount rate applied. Acquisitions that do not meet the
definition of a business combination are accounted for as asset acquisitions. Consideration paid for an asset acquisition
is allocated to the individual identifiable assets acquired and liabilities assumed based on their relative fair values. Asset
acquisitions do not give rise to goodwill.

Income Taxes

Deferred tax assets, including those arising from tax loss carry-forwards, require management to assess the likelihood
that the Company will generate sufficient taxable earnings in future periods in order to utilise recognised deferred tax
assets. Assumptions about the generation of future taxable profits depend on management’s estimates of future cash
flows. In addition, future changes in tax laws could limit the ability of the Company to obtain tax deductions in future
periods. To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the
Company to realise the net deferred tax assets recorded at the reporting date could be impacted.

Going Concern

The assumption that the Company will be able to continue as a going concern is subject to critical judgements of
management with respect to assumptions surrounding the short and long-term operating budget, expected profitability,
investment and financing activities and management’s strategic planning. Should those judgements prove to be
inaccurate, management’s continued use of the going concern assumptions be inappropriate.

Convertible Debentures

The identification of convertible debenture components is based on interpretations of the substance of the contractual
arrangement and therefore requires judgment from management. The separation of the components affects the initial
recognition of the convertible debenture at issuance and the subsequent recognition of interest on the liability
component. The determination of the fair value of the liability is also based on a number of assumptions, including
contractual future cash flows, discount factors, and the presence of any derivative financial instruments.

The Company estimates a market interest rate in determining the fair value of the liability component of its convertible
debentures and the fair value of the right of use assets and lease liabilities. The determination of the market interest
rate is subjective and could materially affect these fair value estimates.

Assets Held for Sale and Discontinued Operations

The Company uses its judgment to determine whether an asset or disposal group is available for immediate sale in its
present condition and whether its sale is highly probable and therefore should be classified as held for sale at the
balance sheet date. The Company also uses its judgment to determine whether a component of the Company that
either has been disposed of or is classified as held for sale meets the criteria of a discontinued operation. The key area
that involves management judgment in this determination is whether the component represents a separate major line
of business or geographical area of operation.

Valuation of Share-based Payments

The Company uses the Black-Scholes option pricing model for valuation of share-based payments. Option pricing
models require the input of subjective assumptions including expected price volatility, interest rate and forfeiture rate.
Changes in the input assumptions can materially affect the fair value estimate and the Company’s earnings and equity
reserves.

Impairment of Property and Equipment, Intangible Assets and Goodwill
At the end of each reporting period, the Company reviews the carrying amounts of its long-lived assets to determine

whether there is any indication that the carrying amount is not recoverable. If any such indication exists, the recoverable
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amount of the asset is estimated in order to determine the extent of the impairment loss (if any). When an individual
asset does not generate independent cash flows, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets.
When a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and value in use. Fair value is determined as the
price that would be received to sell an asset in an orderly transaction between market participants at the measurement
date. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted. Many factors are used in assessing recoverable
amounts and are outside of the control of management and it is reasonably likely that assumptions and estimates will
change from period to period. These changes may result in future impairments.

Estimated Useful Lives and Depreciation/Amortization of Property and Equipment and Intangible Assets

Depreciation/amortization of property and equipment and intangible assets is dependent upon estimates of useful lives
which are determined through the exercise of judgment. The assessment of any impairment of these assets is
dependent upon estimates of recoverable amounts that take into account factors such as economic and market
conditions and the useful lives of assets.

Fair Value Measurements

Certain of the Company’s assets such as share purchase options, share purchase warrants, marketable securities,
short-term investments, other assets, loan receivable and investment are measured at fair value. The estimated fair
value of financial assets, by their very nature, are subject to measurement uncertainty. The Company estimates fair
value using valuation techniques that are appropriate in the circumstances and for which sufficient data are available
to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.
Such valuation techniques include the market approach and the cost approach.

Recoverability of Trade and Accounts Receivable, Deposits, Notes Receivable and Loan receivable

Estimates and judgments are inherent in the on-going assessment of the recoverability of trade and accounts
receivable, deposits, notes receivable and loan receivable. The Company maintains an allowance for doubtful accounts
to reflect expected credit losses. The Company is not able to predict changes in financial conditions of its customers
and note holders and the Company'’s judgment related to the recoverability of trade and accounts receivable and notes
receivable may be material.

Application of IFRS 16 Leases (“IFRS 16”)

The Company applies judgment in determining whether the contract contains an identified asset, whether the Company
has the right to control the asset, and the lease term. Lease term reflect the period over which the lease payments are
reasonably certain including renewal options that the Company is reasonably certain to exercise. The determination of
lease terms involves significant judgment with respect to assumptions of whether lease extensions will be utilizes.
Management makes assumptions about long-term industry outlook and store operating performances and growth which
relate to future events and circumstances. Actual results could vary from these assumptions, and the differences could
be material to the carrying value of the lease liabilities and right of use assets, for which the lease term is the basis for
determining useful life.

Provisions

Provisions are recognized when the Company has a present obligation, legal or constructive as a result of a previous
event, if it is probable that the Company will be required to settle the obligation and a reliable estimate can be made of
the obligation. The amount recognized is the best estimate of the expenditure required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligations. Provisions
are reviewed at the end of each reporting period and adjusted to reflect the current best estimate of the expected future
cash flows.
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Modification versus Extinguishment of Financial Liability

Judgment is required in applying IAS 39 and IFRS 9 Financial Instruments: Recognition and Measurement to determine
whether the amended terms of the convertible debentures are a substantial modification of an existing financial liability
and whether it should be accounted for as an extinguishment of the original convertible debenture.

Changes in Accounting Policies including Initial Adoption
Adoption of IFRS 16

Effective July 1, 2019, the Company adopted the requirements of IFRS 16. IFRS 16 specifies how an IFRS reporter
will recognize, measure, present and disclose leases. The standard provides a single lessee accounting model,
requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 months or less or the
underlying asset has a low value. Lessors continue to classify leases as operating or finance, with IFRS 16’s approach
to lessor accounting substantially unchanged from its predecessor, IAS 17 Leases (“IAS 17”).

The Company adopted IFRS 16 using the modified retrospective method and has not restated comparatives for the
2019 reporting period, as permitted under the specific transitional provisions in the standard. The Company also elected
to not recognize right of use assets and lease liabilities that have a lease term of 12 months or less and leases of low-
value assets.

The adoption of IFRS 16 resulted in the recognition of a right of use asset and a lease liability measured at the present
value of the future lease payments on the consolidated statements of financial position for a majority of its leases that
are considered operating leases under IAS 17. An amortization expense on the right of use asset and an interest
expense on the lease liability has replaced the operating lease expense.

In accordance with the transition to IFRS 16 as at July 1, 2019, the Company recorded recognized right of use assets
of $1,563,935 and lease liabilities of $1,563,935. When measuring lease liabilities, the Company discounted lease
payments using its incremental borrowing rate at July 1, 2019. The weighted-average rate applied is 10%.

Lease liability as at July 1, 2019 $ 1,961,275
Effect of discounting at incremental borrowing rate (397,340)
Lease liability recognized as at July 1, 2019 $ 1,563,935

The following is the new accounting policy for leases under IFRS 16.

At inception, the Company assesses whether a contract contains an embedded lease. A contract contains a lease
when the contract conveys a right to control the use of an identified asset for a period of time in exchange for
consideration.

The Company, as lessee, is required to recognize a right of use asset, representing its right to use the underlying asset,
and a lease liability, representing its obligation to make lease payments. The Company may elect to not apply IFRS 16
to leases with a term of less than 12 months or to low value assets, which is made on an asset by asset basis.

The Company recognizes a right of use asset and a lease liability at the commencement of the lease. The right of use
asset is initially measured on the initial amount of the lease liability, plus initial direct cost, less any incentives received.
It is subsequently measured at cost less accumulated depreciation, impairment losses and adjusted for certain re-
measurements of the lease liability. The right of use asset is depreciated from the commencement date over the shorter
of the lease term or the useful life of the underlying asset. The right of use asset is subject to testing for impairment if
there is an indicator of impairment.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by the interest rate implicit in the lease, or if that rate cannot be readily determined,
the incremental borrowing rate. The incremental borrowing rate is the rate which the operation would have to pay to
borrow over a similar term and with similar security, the funds necessary to obtain an asset of similar value to the right
of use asset in a similar economic environment.

The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payments
made.
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The right of use asset is presented within “Right of use asset” and the lease liability presented in “Lease liability” on the
consolidated statements of financial position.

Financial Instruments and Risk Management

The Company is exposed through its operations to the following financial risks:

° Market risk
° Credit risk
. Liquidity risk

The Company is exposed to risks that arise from its use of financial instruments. This note describes the Company’s
objectives, policies and processes for managing those risks and the methods used to measure them. Further
guantitative information in respect of these risks is presented throughout these consolidated financial statements.

There have been no substantive changes in the Company’s exposure to financial instrument risks, its objectives,
policies and processes for managing those risks or the methods used to measure them from previous years unless
otherwise stated.

General Objectives, Policies and Processes

The Board of Directors has overall responsibility for the determination of the Company’s risk management objectives
and policies and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Company’s
management. The effectiveness of the processes put in place and the appropriateness of the objectives and policies it
sets out are reviewed periodically by the Board of Directors if and when there are any changes or updates required.
The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly affecting
the Company’s competitiveness and flexibility. Further details regarding these policies are set out below.

Market Risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in
market prices. Market prices are comprised of interest rate, commaodity price risk and foreign currency risk.

Interest Rate Risk

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates. The
Company has cash and cash equivalent balances that bear interest at market rates. The Company’s financial liabilities
consist primarily fixed rate debt. The Company’s current policy is to invest excess cash in GICs or interest-bearing
accounts of major Canadian chartered banks. The Company regularly monitors compliance to its cash management

policy.
Cash and GICs are subject to floating interest rates.
Other Price Risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes
in market prices, other than those arising from interest rate risk or foreign currency risk. The Company is exposed to
other price risk with respect to its investment in marketable securities. Management closely monitors commaodity prices,
individual equity movements, and the stock market to determine the appropriate course of action to be taken by the
Company.

Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or a counter party to a financial instrument fails to
meet its contractual obligations. Financial instruments which are potentially subject to credit risk for the Company
consist primarily of cash and cash equivalents, short-term investments, trade and accounts receivable, notes
receivable, loan receivable and refundable deposits. Cash and short-term investments are maintained with financial
institutions of reputable credit and may be redeemed upon demand.

24



The Company’s notes receivable and loan receivable are subject to the expected credit loss model. While cash, trade
and accounts receivable are also subject to the impairment requirements of IFRS 9, the identified impairment loss was
minimal.

The carrying amount of the accounts receivable, notes receivable, loan receivable and refundable deposits represents
the maximum credit exposure.

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The
Company’s policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities when they become
due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the
Company’s reputation. The key to success in managing liquidity is the degree of certainty in the cash flow projections.
If future cash flows are fairly uncertain, the liquidity risk increases.

Typically, the Company ensures that it has sufficient cash on demand to meet expected operational expenses for a
period of 90 days. To achieve this objective, the Company would prepare annual capital expenditure budgets, which
are regularly monitored and updated as considered necessary.

The Company monitors its risk of shortage of funds by monitoring the maturity dates of existing trade and other payable
and option payment commitments. The Company’s trade and other payables are all due within 90 days. The amount
of the Company’s remaining contractual maturities for the convertible debt, notes payable, government assistance
lease liabilities and advances from shareholders is approximately $5,127,298 due within 12 months, and $35,413,028
beyond 12 months.

Determination of Fair Value

Fair values have been determined for measurement and/or disclosure purposes based on the following methods. When
applicable, further information about the assumptions made in determining fair values is disclosed in the notes specific
to that asset or liability.

The consolidated statements of financial position carrying amounts for cash, short-term investments, trade and
accounts receivable, note receivable, loan receivable, trade and other payables, notes payable and advances to
shareholders approximate fair value due to their short-term nature.

Due to the use of subjective judgments and uncertainties in the determination of fair values these values should not be
interpreted as being realizable in an immediate settlement of the financial instruments.

Fair Value Hierarchy

Financial instruments that are measured subsequent to initial recognition at fair value are grouped in Levels 1 to 3
based on the degree to which the fair value is observable:

- Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities;

- Level 2 fair value measurements are those derived from inputs other than quoted prices included within
level 1 that are observable for the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices);
and

- Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset
or liability that are not based on observable market data (unobservable inputs).

Cash and cash equivalents, short-term deposit, short-term investments and marketable securities are measured as
Level 1 financial instruments. The notes receivable, loan receivable, government assistance, convertible debentures
and lease liabilities are measured as Level 2 financial instruments. Investment is measured as Level 3 financial
statements.

Capital Management
The Company considers its share capital and convertible debentures as capital. The Company’s objectives when

maintaining capital are to maintain a sufficient capital base in order to meet its short-term obligations and at the same
time preserve investor’s confidence required to sustain future development and production of the business.
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The Company is not exposed to any externally imposed capital requirements. There has been no change in the
Company’s approach to capital management during the year ended June 30, 2020.

Off balance-sheet arrangements

The Company has no off balance-sheet arrangements.
Outstanding Share Data

The Company’s authorized capital is unlimited common shares without par value. As at the date of this report,
294,599,193 common shares were issued and outstanding. The Company as at the date of this report had the following
outstanding options, warrants and convertible securities as follows:

Stock Options Outstanding
Date of Grant Date of Expiry No. of Options Price
16-Nov-17 16-Nov-22 2,900,000 $0.17
27-Feb-18 27-Feb-23 100,000 $0.75
13-Apr-18 13-Apr-23 110,000 $0.91
15-Jun-18 13-Jun-23 1,000,000 $0.35
7-Nov-18 7-Nov-23 100,000 $0.91
10-Dec-18 10-Dec-23 200,000 $0.465
11-Mar-19 11-Mar-24 75,000 $0.69
04-Nov-19 04-Nov-24 200,000 $0.235
30-Dec-19 30-Dec-24 8,755,000 $0.165
18-Feb-20 18-Feb-25 300,000 $0.145
25-Oct-20 25-Oct-25 100,000 $0.09
Totals: 13,840,000
Warrants Outstanding
Date of Grant Date of Expiry No. of Warrants Price
2-Nov-18 2-Nov-20 95,760,367 $2.75
2-Nov-18 2-Nov-20 703,881 $1.25
18-Jan-19 18-Jan-24 150,000 $0.42
20-Sep-19 20-Mar-21 1,250,000 $0.60
23-Dec-19 23-Dec-23 27,333,330 $0.20
Totals: 125,197,578

Phivida Transaction

In connection with the Bridge Financing as described hereinabove, upon completion of the Transaction, the 4,347,826
non-transferable common share purchase warrants (the “Warrants”) issued to Phivida were terminated.

In addition, the outstanding options to purchase Phivida Shares have been replaced with 7,881,837 options to purchase
Choom Shares on the same terms and conditions, taking into account the Exchange Ratio, pursuant to the Plan of
Arrangement.

Restricted Share Units

On April 13, 2020 Choom adopted a restricted share unit plan (“RSU Plan”), subject to ratification by the Company's
shareholders at the next annual meeting thereof.

The maximum number of RSUs issuable under the RSU Plan is up to 20% of the issued and outstanding common
shares provided however that at no time may the number of RSUs issuable under the RSU Plan, together with the
number of common shares issuable under options that are outstanding under the Company's Stock Option Plan, exceed
20% of the issued and outstanding common shares as at the date of a grant under the RSU Plan or the Stock Option
Plan, as the case may be.

Pursuant to RSU Plan on September 3, 2020 the Company granted to directors and officers, an aggregate 4,000,000
RSU’s with an expiry of September 4, 2023 with a vesting schedule of 50% at date of grant and 25% every three months
thereafter.

Escrowed Shares
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As at the date of this report hereof there were 27,870,072 common shares held in escrow as follows:

i) 1,875,000 common shares held in escrow in connection with the Medi-can 1,875,000 common
shares are released from escrow;

i) 172,500 common shares held in escrow in connection with the purchase of intangible assets. Every
six months 86,250 are released from escrow;

iii) 2,000,000 common shares held in escrow in connection with the Clarity Option. Every six months
1,000,000 shares are released from escrow;

iv) 766,394 common shares held in escrow in connection the Medical Clinic acquisition. Every six
months 383,193 shares are released from escrow; and

V) 930,112 common shares held in escrow in connection with the Green Room Retail Acquisition. Every
six month 465,057 shares are released from escrow.

Vi) 22,126,066 common shares held in escrow in in Connection with the Niagara acquisition. These

shares held in escrow are released as follows: 10% four months after closing of the Niagara
acquisition, 10% on December 31, 2020, and the balance 12 months after closing of the Niagara
acquisition.

Other Requirements

Additional disclosure of the Company’s material change reports, news release and other information can be obtained
on SEDAR at www.sedar.com.

Risk Factors

The following are certain factors relating to Choom’s business which prospective investors should carefully consider
before deciding whether to invest in Choom. For the purposes of this section, any reference to Choom'’s business and
operations includes that of Choom and its subsidiaries.

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

Risks of Retail Store Operations

Growth of the Company’s retail network depends, among other things, on the Company’s ability to secure desirable
locations on terms acceptable to the Company. The Company faces competition for retail locations from its competitors
and from operators of other businesses. The success of many retail locations is significantly influenced by location.
There can be no assurance that the Company’s retail locations will continue to be attractive, or that additional retail
storefronts can be located and secured as demographic and traffic patterns change. Also, there is no guarantee that
the property leases in respect of prospective retail locations can be established on terms acceptable to the Company,
or at all, and that property leases in respect of existing retail locations will be renewed or that suitable alternative
locations can be obtained. It is possible that the locations or economic conditions where retail locations are located
could decline in the future, resulting in reduced sales in those locations. There is no assurance that future sites will
produce the same results as past sites.

Cannabis Supply Shortage

As a result of the national cannabis supply shortage, on November 23, 2018, AGLC in Alberta announced its decision
to temporarily suspend accepting applications and issuing any additional cannabis retail licenses until further notice.
As the reliability of Alberta’s cannabis supply began to improve following the implementation of the AGLC'’s retail
cannabis licensing moratorium, the AGLC temporarily lifted the moratorium to issue 10 additional retail licenses in
January 2019 and an additional 26 retail licenses in April 2019. On May 30, 2019 the AGLC lifted the moratorium on
accepting new retail cannabis license applications and issuing new retail cannabis licenses. Supply shortages may
significantly impact the Company’s licensed retail cannabis locations ability to procure sufficient cannabis product.
Prolonged shortages may significantly impact revenues and operating margins.

Additional Financing

Choom requires additional financing to meet its business objectives. Choom'’s ability to obtain additional financing, if
and when required, will depend on investor demand, operating performance, the condition of the capital markets and
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other factors. If Choom raises additional funds through the issuance of equity, equity-linked or debt securities, those
securities may have rights, preferences, or privileges senior to the rights of holders of the Common Shares, and existing
holders of such shares may experience dilution.

Tax Consequences

The Clarity and Niagara acquisitions described herein, including but not limited to the acquisition, ownership and
disposition of the Common Shares may have tax consequences in Canada, or elsewhere, depending on each particular
existing or prospective shareholder’s specific circumstances. Such tax consequences are not described herein and
disclosure is not intended to be, nor should it be construed to be, legal or tax advice to any particular shareholder.
Existing and prospective shareholders should consult their own tax advisors with respect to any such tax
considerations.

Lease Risks

The retail store locations are primarily located on property that is not owned by Choom or its subsidiaries. Such property
is subject to a long-term lease and similar arrangements in which the underlying land is owned by a third party and
leased to Choom’s subsidiaries. Under the terms of a typical lease, the lessee must pay rent for the use of the land
and is generally responsible for all costs and expenses associated with the building and improvements. Unless the
lease term is extended, the land, together with all improvements made, will revert to the owner of the land upon the
expiration of the lease term. In addition, an event of default by Choom’s subsidiaries under the terms of the lease could
also result in a loss of the property should the default not be rectified in a reasonable period of time. The reversion or
loss of such properties could have a material adverse effect on Choom and its subsidiaries’ operations and results.

Holding Company Status

Choom is largely a holding company and essentially all of its operating assets are the capital stock of its subsidiaries.
As a result, investors in Choom are subject to the risks attributable to its subsidiaries. As a holding company, Choom
conducts substantially all of its business through its subsidiaries, which generate substantially all of its revenues.
Consequently, Choom'’s cash flows and ability to complete current or desirable future enhancement opportunities are
dependent on the earnings of its subsidiaries and the distribution of those earnings to Choom. The ability of these
entities to pay dividends and other distributions will depend on their operating results and will be subject to applicable
laws and regulations which require that solvency and capital standards be maintained by such companies and
contractual restrictions contained in the instruments governing their debt. In the event of a bankruptcy, liquidation or
reorganization of any of Choom’s subsidiaries, holders of indebtedness and trade creditors will generally be entitled to
payment of their claims from the assets of those subsidiaries before any assets are made available for distribution to
Choom.

Limited Operating History

Choom is subject to many of the risks common to early-stage enterprises, including limitations with respect to
personnel, financial, and other resources and lack of revenues. There is no assurance that Choom will be successful
in achieving a return on its shareholders’ investments and the likelihood of success must be considered in light of its
early stage of operations.

Management of Growth

Choom may be subject to growth-related risks including capacity constraints and pressure on its internal systems and
controls. The ability of Choom to manage growth effectively will require continued implementation and improvement of
its operational and financial systems and to expand, train and manage its employee base. The inability of Choom to
deal with growth may have a material adverse effect on its business, financial condition, results of operations and
prospects.

Reliance on Management

The success of Choom is dependent upon the ability, expertise, judgment, discretion and good faith of its senior
management. While employment agreements and incentive programs are customarily used as primary methods of
retaining the services of key employees, these agreements and incentive programs cannot assure the continued
services of such employees. Any loss of the services of such individuals could have a material adverse effect on
Choom'’s business, operating results or financial condition.
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Litigation

Choom may become party to litigation from time to time in the ordinary course of its business which could adversely
affect its operations. Should any litigation in which Choom becomes involved be determined against it, such a decision
may adversely affect Choom'’s ability to continue operating, adversely affect the market price of Common Shares and
use significant resources. Even if Choom is involved in litigation and succeeds, litigation can redirect significant
company resources. Litigation may also create a negative perception of Choom’s brand.

Choom received a statement of claim in February 2020 brought by CFPM Management Services Ltd. The claim alleges
a breach of contract by Choom pursuant to an agreement with CFPM. The claim was initiated in Alberta, which is the
wrong forum under the CFPM agreement and Choom is seeking to have this claim stayed on that basis. Choom
believes the claim is without merit.

Choom received a statement of claim on April 8, 2020 brought by Nissman Holdings Limited. The claim alleges
Choom’s wholly owned subsidiary 2660837 Ontario Ltd. (“2660837”) did not enter into a lease agreement pursuant to
an offer to lease regarding a commercial property located in Ottawa. Choom believes the claim is without merit and on
September 23, 2020 Choom has filed its statement of defense.

Dividends

Choom'’s policy is to retain earnings to finance the development and enhancement of its products and to otherwise
reinvest in Choom’s businesses. Therefore, Choom does not anticipate paying cash dividends on Common Shares in
the foreseeable future. Any decision to declare and pay dividends in the future will be made at the discretion of the
Board of Choom and will depend on, among other things, financial results, cash requirements, contractual restrictions
and other factors that the Board of Choom may deem relevant. As a result, investors may not receive any return on
investment in the Common Shares unless they sell them for a share price that is greater than that at which such
investors purchased them.

Limited Market for Securities

There can be no assurance that an active and liquid market for the Common Shares will be maintained and an investor
may find it difficult to resell any securities of Choom.

The Size of Choom’s Target Market is Difficult to Quantify, and Investors will be Reliant on their Own Estimates on the
Accuracy of Market Data.

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

Liquidity Risk
Choom'’s ability to remain liquid over the long term depends on its ability to obtain additional financing. Choom has in
place planning and budgeting processes to help determine the funds required to support normal operating requirements

on an ongoing basis as well as its planned development and capital expenditures. Choom’s approach to managing
liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities when due.

Conflicts of Interest

Choom may be subject to various potential conflicts of interest because some of their officers and directors may be
engaged in a range of business activities. In addition, Choom’s executive officers and directors may devote time to
their outside business interests, so long as such activities do not materially or adversely interfere with their duties to
either company. In some cases, Choom’s executive officers and directors may have fiduciary obligations associated
with these business interests that interfere with their ability to devote time to Choom’s business and affairs and that
could adversely affect Choom'’s operations. These business interests could require significant time and attention of
Choom’s executive officers and directors.
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In addition, Choom may also become involved in other transactions which conflict with the interests of its directors and
the officers who may from time to time deal with persons, firms, institutions or Companies with which Choom may be
dealing, or which may be seeking investments similar to those desired by it. The interests of these persons could conflict
with those of Choom. In addition, from time to time, these persons may be competing with Choom for available
investment opportunities. Conflicts of interest, if any, will be subject to the procedures and remedies provided under
applicable laws. In particular, if such a conflict of interest arises at a meeting of Choom’s directors, a director who has
such a conflict will abstain from voting for or against the approval of such participation or such terms. In accordance
with applicable laws, the directors of Choom are required to act honestly, in good faith and in the best interests of their
respective companies.

Regulatory Risks

The Company’s business is contingent, in part, upon compliance with regulatory requirements enacted by
governmental authorities and obtaining all regulatory approvals, where necessary, for the operation of its business. The
cannabis industry is a new industry and the Company cannot predict the impact of the changes to the compliance
regime. Similarly, the Company cannot predict the time required to secure all appropriate regulatory approvals for its
business, or the extent of documentation that may be required by governmental authorities. The impact of cannabis
regulatory compliance regime, any delays in obtaining, or failure to obtain regulatory approvals may significantly delay
or impact the development of markets, products, and sales initiatives and could have a material adverse effect on the
business, financial condition, and operating results of the Company.

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

Changes in government levies, including taxes, could reduce Choom’s earnings and could make future capital
investments or Choom’s operations uneconomic. The industry is also subject to numerous legal challenges, which
may significantly affect the financial condition of market participants and which cannot be reliably predicted.

Government Requlations

The Company’s operations are subject to governmental laws or regulations promulgated by various legislatures or
governmental agencies from time to time. A breach of such legislation may result in imposition of fines and penalties.
The cost of compliance with changes in governmental regulations has a potential to reduce the profitability of
operations. The Company intends to fully comply with all governmental laws and regulations. There can be no
assurance, however, that all permits which the Company may require for its operations and activities will be obtainable
on reasonable terms or on a timely basis or such laws and regulations would not have an adverse effect on the
Company’s business.

Competition

The impact of any developments in cannabis legislation and regulation may be negative for Choom and could result in
increased levels of competition in its existing medical market and/or the entry of new competitors in the retail cannabis
market in which Choom will operate.

There is potential that Choom will face intense competition from other companies, some of which can be expected to
have more financial resources, industry, manufacturing and marketing experience than Choom. Additionally, there is
potential that the industry will undergo consolidation, creating larger companies that may have increased geographic
scope and other economies of scale. Increased competition by larger, better-financed competitors with geographic or
other structural advantages could materially and adversely affect the business, financial condition and results of
operations of Choom.

Because of the early stage of the industry in which Choom operates, Choom expects to face additional competition
from new entrants. To remain competitive, Choom will require a continued level of investment in research and
development, marketing, sales and client support. Choom may not have sufficient resources to maintain research and
development, marketing, sales and client support efforts on a competitive basis which could materially and adversely
affect the business, financial condition and results of operations of Choom.

Operating Risk and Insurance Coverage
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Choom has insurance to protect its assets, operations and employees. While Choom believes its insurance coverage
addresses all material risks to which they are exposed and is adequate and customary in its current state of operations,
such insurance is subject to coverage limits and exclusions and may not be available for the risks and hazards to which
Choom is exposed. However, Choom may also be unable to maintain insurance to cover these risks at economically
feasible premiums. Insurance coverage may not continue to be available or may not be adequate to cover any resulting
liability. Losses from these events may cause Choom to incur significant costs that could have a material adverse
effect upon Choom'’s financial performance and results of operations.

Choom could be liable for fraudulent or illegal activity by its employees, contractors and consultants resulting in
significant financial losses to claims against Choom. Choom is exposed to the risk that its employees, independent
contractors and consultants may engage in fraudulent or other illegal activity. Misconduct by these parties could include
intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to Choom that violates: (i)
government regulations; or (ii) laws that require the true, complete and accurate reporting of financial information or
data. Itis not always possible for Choom to identify and deter misconduct by its employees and other third parties, and
the precautions taken by Choom to detect and prevent this activity may not be effective in controlling unknown or
unmanaged risks or losses or in protecting Choom from governmental investigations or other actions or lawsuits
stemming from a failure to be in compliance with such laws or regulations. If any such actions are instituted against
Choom, and it is not successful in defending itself or asserting its rights, those actions could have a significant impact
on Choom’s business, including the imposition of civil, criminal and administrative penalties, damages, monetary fines,
contractual damages, reputational harm, diminished profits and future earnings, and curtailment of Choom'’s operations,
any of which could have a material adverse effect on Choom’s business, financial condition and results of operations.

Choom will be reliant on information technology systems and may be subject to damaging cyber-attacks. Choom has
entered into agreements with third parties for hardware, software, telecommunications and other information technology
(“IT”) services in connection with its operations. Choom’s operations depend, in part, on how well it and its suppliers
protect networks, equipment, IT systems and software against damage from a number of threats, including, but not
limited to, cable cuts, damage to physical plants, natural disasters, intentional damage and destruction, fire, power loss,
hacking, computer viruses, vandalism and theft. Choom’s operations also depend on the timely maintenance, upgrade
and replacement of networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the
risks of failures. Any of these and other events could result in information system failures, delays and/or increase in
capital expenses. The failure of information systems or a component of information systems could, depending on the
nature of any such failure, adversely impact Choom'’s reputation and results of operations.

Choom has not experienced any material losses to date relating to cyber-attacks or other information security breaches,
but there can be no assurance that Choom will not incur such losses in the future. Choom'’s risk and exposure to these
matters cannot be fully mitigated because of, among other things, the evolving nature of these threats. As a result,
cyber security and the continued development and enhancement of controls, processes and practices designed to
protect systems, computers, software, data and networks from attack, damage or unauthorized access is a priority. As
cyber threats continue to evolve, Choom may be required to expend additional resources to continue to modify or
enhance protective measures or to investigate and remediate any security vulnerabilities.

Risks Inherent in the Nature of the Health Clinic Industry

Changes in operating costs (including costs for maintenance and insurance), inability to obtain permits required to
conduct the Company’s medical cannabis business, changes in health care laws and governmental regulations and
various other factors may significantly impact the ability of the Company to generate revenues from its medical cannabis
business. Certain significant expenditures, including legal fees, borrowing costs, maintenance costs, insurance costs,
and related charges must be made to conduct its medical cannabis business, regardless of whether the Company is
generating revenue.

Forecast Uncertainties

The Company will need to rely largely on its own market research to forecast sales as detailed forecasts are not
generally obtainable from other sources at this early stage of the medical and retail cannabis industry in Canada. A
failure in the demand for its business to materialize as a result of competition, technological change or other factors
could have a material adverse effect on the proposed investments, business, results of operations, and financial
condition of the Company.

Reputational Risk

Damage to the Company’s reputation can be the result of the actual or perceived occurrence of any number of events,
and could include any negative publicity, whether true or not. The increased usage of social media and other web-
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based tools used to generate, publish, and discuss user-generated content and to connect with other users has made
it increasingly easier for individuals and groups to communicate and share opinions and views in regards to the
Company and its activities, whether true or not. Although the Company believes that it operates in a manner that is
respectful to all shareholders and that it takes care in protecting its image and reputation, the Company does not
ultimately have direct control over how it is perceived by others. Reputation loss may result in decreased investor
confidence, increased challenges in developing and maintaining community relations, and an impediment to the
Company’s overall ability to advance its projects, thereby having a material adverse impact on financial performance,
financial condition, cash flows, and growth prospects.

Cannabis Prices

The price of Choom’s shares and its financial results may be significantly and adversely affected by a decline in the
price of cannabis. There is currently no established market price for cannabis and the price of cannabis is affected by
several factors beyond Choom’s control. The Company’s profitability may be directly related to the price of cannabis.
Choom’s operating income maybe sensitive to changes in the price of cannabis and the overall condition of the
cannabis industry as its operating income will be derived from the sale of cannabis.
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