I[tem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and results of operations together with the
unaudited financial information and the notes thereto included elsewhere in this Quarterly Report on Form 10-Q, and our Annual
Report on Form 10-K for the fiscal year ended December 31, 2018 (“ Annual Report” ). Some of the information contained in this
discussion and analysis or set forth elsewherein this Quarterly Report on Form 10-Q, including information with respect to our plans
and strategy for our business and related financing, includes “ forward-looking statements” within the meaning of Section 27A of the
Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act, or “ forward -looking
information” within the meaning of Canadian securities laws. These statements are often identified by the use of words such as
“anticipate,” “believe,” “ continug,” “could,” “ estimate,” “ expect,” “intend,” “ may,” “ plan,” “ project,” “will,” “would” or the
negative or plural of these words or similar expressions or variations. Such forward-looking statements and forward-looking
information are subject to a number of risks, uncertainties, assumptions and other factors that could cause actual results and the
timing of certain events to differ materially from future results expressed or implied by the forward-looking statements or forward-
looking information. Factors that could cause or contribute to such differencesinclude, but are not limited to, those identified in this
Quarterly Report on Form 10-Q and those discussed in the section titled “ Risk Factors’ set forth in Part 11, Item 1A of this Quarterly
Report on Form 10-Q and in our other SEC and Canadian public filings. In addition, statements that “ we believe” and similar
statements reflect our beliefs and opinions on the relevant subject. These statements are based on information available to us as of the
date of this Quarterly Report on Form 10-Q and while we believe that information provides a reasonable basis for these statements,
that information may be limited or incomplete. Our statements should not be read to indicate that we have conducted an exhaustive
inquiry into, or review of, all relevant information. These statements are inherently uncertain, and investors are cautioned not to
unduly rely on these statements. You should not rely upon forward-looking statements or forward-looking information as predictions
of future events. Furthermore, such forward-looking statements or forward-looking information speak only as of the date of this
report. Except as required by law, we undertake no obligation to update any forward-looking statements or forward-looking
information to reflect events or circumstances after the date of such statements.

Overview

We aspire to lead, legitimize and define the future of our industry by building the world’'s most trusted and valuable cannabis
company. We are pioneering the future of medical and adult-use cannabis research, cultivation, processing and distribution globally,
and we intend to become a global |eader in the cannabis market where regulations permit.

We produce medical cannabisin Canada and Europe, and we have supplied high-quality cannabis products to tens of thousands
of patientsin twelve countries spanning five continents through our subsidiaries in Australia, Canada, Germany, Latin Americaand
Portugal and through agreements with established pharmaceutical distributors. In Canada, we are also authorized to distribute certain
products on awholesale basis and to sell certain products direct to patients through our e-commerce platform or over the phone.

We are witnessing a global paradigm shift with regard to cannabis, and as aresult of this shift, the transformation of a
multibillion dollar industry from a state of prohibition to a state of legalization. Medical cannabisis now authorized at the national or
federal level in forty-one countries. The legal market for medical cannabisis still inits early stages and we believe the number of
countries with legalized regimes will continue to increase. We believe that as this transformation occurs, trusted global brands with
multinational supply chains will become market leaders by earning the confidence of patients, doctors, governments and adult
consumers around the world.

We are aleader in the Canadian adult-use market. We have entered into agreements to supply certain provinces and territories
with our adult-use products for sale through the distribution systems they have established. Adult-use legalization occurred in Canada
on October 17, 2018. As aresult of adult-use legalization, we expect the adult-use market to represent a higher proportion of our
revenues as new consumers participate in, and previoudly illicit consumers adopt, Canada s framework for the sale of cannabis.

We continue to develop strategic alliances like our global collaboration with Sandoz AG (“ Sandoz AG”) to increase the
availabhility of high quality medical cannabis products across the world through: (a) Sandoz’ s support of the global commercialization
of our non-smokable/non-combustible medical cannabis products, (b) co-branding of certain non-smokable/non-combustible products,
(c) our supply of non-smokable/non-combustible medical cannabis products and license rights to and from Sandoz in relation to such
products, and (d) collaboration to develop new innovative medical cannabis products. Moreover, our partnership with AB InBev,
through its subsidiary Labbatt Breweries of Canada, to research non-alcohol beverages containing tetrahydrocannabinol (*THC”) and
cannabidiol (“CBD”) demonstrates our continuing commitment to pioneer the development of a professional, transparent, and well-
regulated cannabis industry.
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On January 14, 2019, we entered into a Profit Participation Arrangement with ABG Intermediate Holdings 2, LLC (*ABG”)
where we purchased: (i) participation rights in up to 49% of the net (i.e. post-expense) cannabis revenues from certain existing ABG
brands into perpetuity, (ii) guaranteed minimum receipt of $10 million annually for ten years (prorated based on total consideration
paid to ABG) in quarterly payments for participation rights, (iii) preferred supplier rights of all cannabinoid ingredients for products
under cannabis-related licenses of certain existing ABG brands into perpetuity, (iv) preferred royalty rates for the Company to license
and develop cannabis products for brands currently within the ABG portfolio, and (v) first negotiation and matching rights related to
participation rights in net cannabis revenues for any additional brands acquired by ABG after entering into the Profit Participation
Arrangement. As consideration for this arrangement, we paid to date approximately $33 million in cash and 1,680,214 shares of Class
2 common stock. We also agreed to pay approximately $83 million, in a combination of Class 2 common stock and up to $17 million
in cash at ABG’ s élection, upon certain triggers relating to the regulatory status of THC in the United States, or receipt of $5,000 in
participation rights distributions from cannabis products containing THC outside the United States, in accordance with terms outlined
in the arrangement.

On February 15, 2019, we acquired Natura Naturals Holdings Inc. (“Natura’), alicensed cultivator under the Cannabis Act
specializing in greenhouse cultivation. Our acquisition of Naturaincreases our capacity to supply high-quality branded cannabis
products to the Canadian market. The preliminary purchase price of approximately $54 million consists of approximately $15 million
in cash and 180,332 shares of Class 2 common stock issued on closing, approximately $20 million contingent consideration based on
production levels, and effective settlement of pre-existing debt and previously held interest. Refer to “Part |, Item 1. Note 13 —
Business Combinations” to our financial statements appearing elsewhere in this Quarterly Report on Form 10-Q for further details.

On February 27, 2019, we acquired FHF Holdings Ltd. (“Manitoba Harvest”), a distributor of a diverse portfolio of hemp-based
natural food and wellness products that will enable to the Company to expand into the growing CBD product market in the United
States. The preliminary purchase price of approximately $310 million consists of approximately $115 million in cash and 1,209,946
shares of Class 2 common stock issued on closing, approximately $37 million in cash payable and approximately $32 million in Class
2 common stock issuable six months after closing, and approximately $29 million contingent consideration based on gross branded
CBD product sales in the United Statesin 2019. Refer to “Part I, Item 1. Note 13 — Business Combinations’ to our financial
statements appearing elsewhere in this Quarterly Report on Form 10-Q for further details.

Key Operating Metrics

We use the following key operating metrics to evaluate our business and operations, measure our performance, identify trends
affecting our business, project our future performance and make strategic decisions.

Threemonthsended March 31, Three monthsended March 31,
2019 2018 Change % Change

Kilograms equivalents sold - cannabis 3,012 1,299 1,713 132%
Kilograms harvested - cannabis 8,394 1,693 6,701 396%
Units sold - food products 620,940 — N/A N/A
Average net selling price per gram - cannabis $ 560 $ 594 $ (0.34) (6)%
Average cost per gram sold - cannabis $ 406 $ 281 $ 1.25 44%
Average gross selling price per unit - food products $ 973 $ — N/A N/A

N/A: Not a meaningful comparison

Kilogram equivalents sold. We sell two cannabis product categories. (1) dried cannabis, which includes whole flower and
ground flower and (2) cannabis extracts, which includes full-spectrum and purified oil drops and capsules. Cannabis extracts are
converted to flower equivalent grams based on the type and number of dried cannabis grams required to produce extracted cannabisin
the form of cannabis oils. This conversion ratio is based on the amount of active cannabinoids in the products rather than the volume
of oil. For example, our 40mL oil drops are converted to five gram equivalents.

Total kilogram equivalents sold increased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to increased adult-use, bulk and international medical sales.

Kilograms harvested. Kilograms harvested represents the weight of dried whole plants after harvest, drying and curing. This
operating metric is used to measure the production efficiency of our facilities and production team.

Total kilograms harvested increased for the three months ended March 31, 2019 from the comparable period in 2018 primarily
due to the additional operational capacity provided by new facilities brought into operations through the acquisition of Naturaand
ramp up of Tilray Portugal in the first quarter of 2019.

Units sold — food products. As aresult of the acquisition of Manitoba Harvest, we sell food products such as shelled hemp seed,
ground hemp and ail that are tracked by individual units.
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Thisisour first quarter reporting food product sales and we have no sales data in the comparable period in 2018.

Average net selling price per gram. The average net selling price per gram is an indicator that shows our pricing trends over
time on agram equivalent basis and isimpacted by sales mix, channel and product type. We exclude revenue associated with food
products, accessories and freight salesto arrive at cannabis-related revenue. We calculate average net selling price per gram by
dividing cannabis-related revenue by kilogram equivalents sold.

The average net selling price per gram decreased for the three months ended March 31, 2019 from the comparable period in
2018 due to a shift in distribution channels. Since legalization, adult use products increased to 34.2% of total revenue. Adult use
products are sold directly to wholesalers, which have alower sales price per gram with higher sales volumes. We expect our average
selling price to continue to decline over time as aresult of a higher mix of products sold through Canadian adult-use wholesale
channels compared to Canadian medical, which is direct-to-patient.

To determine the Canadian dollar average net selling price per gram range above, revenue and costs are converted using the
average exchange rate during the reporting period. All input costs are individually converted by multiplying the U.S. dollar to
Canadian dollar rate to determine the Canadian dollar amount.

Average cost per gram sold. The average cost per gram sold measures the efficiency in our cultivation, manufacturing and
fulfillment operations. We deduct food products, inventory adjustments and the cost of sales related to accessories from total cost of
salesto arrive at cannabis-related cost of sales. Cannabis-related cost of salesis then divided by total kilogram equivalents sold to
calculate the average cost per gram sold.

The average cost per gram sold increased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to sourcing product from other Licensed Producers as well as launching of our new cultivation facilities. High Park
Farms manufactured adult use products until High Park Processing Facility received its license. As this was atemporary operation,
manufacturing costs were higher and output was lower than our established manufacturing facilities. High Park Processing Facility
received itslicensein the first quarter of 2019 and we are transitioning operations to the processing facility. We expect to see costs
decreasing at this facility in future periods when this facility is operating at capacity.

Average gross selling price per unit. The average gross selling price per unit is an indicator that shows our pricing trends over
time on a unit basis for our food products. Thisisimpacted by sales mix, channel and product type. We exclude revenue associated
with cannabis, accessories and freight sales to arrive at food product-related revenue. We calcul ate average gross selling price per unit
by dividing food product-related revenue by units sold.

Thisisour first quarter reporting food product activity and we have no sales data in the comparable period in 2018.

Other companies, including companiesin our industry, may calculate key operating metrics with similar names differently
which may reduce their usefulness as comparative measures.

Critical Accounting Policies and Significant Judgments and Estimates

There have been no material changes to our critical accounting policies and estimates from the information provided in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” included in our Annual Report, other
than those noted in “Part |, Item 1. Note 1 — Summary of Significant Accounting Policies’ to our condensed consolidated financial
statements (the “financial statements’) contained in this Quarterly Report on Form 10-Q. The most significant updates are as follows:

Business combinations, including acquired intangibles and goodwill

We account for business combinations using the acquisition method, recording the acquisition-date fair value of total
consideration over the acquisition-date fair value of net assets acquired as goodwill. The estimated fair value of acquired assets and
assumed liabilities are determined primarily by using a discounted cash flow approach, with estimated cash flows discounted at arate
that the Company believes a market participant would determine to be commensurate with the inherent risks associated with the asset
and related estimated cash flow streams. These estimates and the resulting val uations require significant judgment.
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Results of Operations

Financial datais expressed in thousands of U.S. dollars.

Condensed Consolidated Statements of Net Loss Data

Revenue
Cost of sales
Gross margin
General and administrative expenses
Sales and marketing expenses
Depreciation and amorti zation expense
Stock-based compensation expense
Research and devel opment expenses
Acquisition and integration expenses
Operating loss
Foreign exchange loss, net
Interest expense, net
Finance income from ABG Profit Participation Arrangement
Other income, net
Deferred income tax recovery
Current income tax recovery
Net loss

Other Financial Data
Adjusted EBITDA ®

(as a percentage of revenue)
Revenue
Cost of sales
Gross margin
General and administrative expenses
Sales and marketing expenses
Depreciation and amortization expense
Stock-based compensation expense
Research and devel opment expenses
Acquisition and integration expenses
Operating loss
Foreign exchange loss, net
Interest expense, net
Finance income from ABG Profit Participation Arrangement
Other income, net
Deferred income tax recovery
Current income tax recovery
Net loss

Other Financial Data
Adjusted EBITDA @

Three months ended March 31,

2019 2018
23038 $ 7,808
17,653 3,912
5,385 3,896
12,797 4,145
7,821 2,263
1,863 222
5,306 31
1,048 975
4,424 —
(27,874) (3,740)
179 1,146
8,745 416
(135) —
(2,345) (121)
(3,777) —
(240) —
(30,301) $ (5,181)
(14,558) $ (3,230)
Three months ended March 31,
2019 2018
100% 100%
77 50
23 50
56 53
34 29
8 3
23 N/A
5 12
19 —
(121) (48)
1 15
38 5
(1) —
(10) (2)
(16) —
1) —
(132)% (66)%
(63)% (41)%

(1) Adjusted EBITDA isa non-GAAP financial measure. For information on how we define and cal culate Adjusted EBITDA, and a reconciliation of net loss to

Adjusted EBITDA, see “ Net Loss and Adjusted EBITDA.”

N/A: Not a meaningful percentage

22



Revenue

Three monthsended March 31, Three monthsended March 31,
Cannabisrevenue mix 2019 2018 $ Change % Change
Adult-use $ 7881 $ —  $ 7,881 N/A
ACMPR (direct to patient & bulk) 7,763 7,378 385 5%
Food products 5,582 — 5,582 N/A
International - medical 1,812 430 1,382 321
Total $ 23038 $ 7808 $ 15,230 195%

N/A: Not a meaningful percentage

Revenue increased 195% to $23.0 million ($31.0 million CAD) for the three months ended March 31, 2019 compared to $7.8
million ($9.9 million CAD) for the same period in 2018. Growth was driven by an increase in the adult-use market due to the adult-
use legislation, ramp-up and acquisition of production, as well as the addition of hemp food sales from the Manitoba Harvest
acquisition during the first quarter of 2019. International medical sales also contributed to sales growth during the quarter, more than
quadruple that of the comparable prior year period.

For the three months ended March 31, 2019, our extract products revenue was $6.5 million ($8.6 million CAD) compared to
$3.1 million ($4.0 million CAD) for the same period in 2018. On a percentage of revenue basis, extract products accounted for 37% of
revenue from non-food products for March 31, 2019 and 40% for the same period in 2018. On October 17, 2018 the adult-use market
was launched in Canada and contributed $7.8 million ($10.4 million CAD) to our revenue, representing 34% of revenue for the three
months ended March 31, 2019. We expect Canadian adult-use revenues to be a greater percentage of total revenues for 2019 dueto a
full year of sales compared to 2018.

The Canadian dollar revenue was derived using the average exchange rate during the reporting period. Amounts are individually
converted by multiplying the U.S. dollar to Canadian dollar rate to determine the Canadian dollar amount.

Cost of Salesand Gross Margin

Three months ended March 31, Three months ended March 31,
2019 2018 $ Change % Change
Cost of sales $ 17,653 $ 3,912 $ 13,741 351%
Gross margin 5,385 3,896 1,489 38
Gross margin percentage 23% 50%

Cost of salesincreased for the three months ended March 31, 2019 from the comparable period in 2018 primarily due to
increased sales, the addition of our acquisitions of Manitoba Harvest and Natura, the start-up of High Park Farms, a shift towards a
mix of high THC and high CBD cultivars that have lower yields, along with procurement of third-party supply.

Gross margin percentage decreased for the three months ended March 31, 2019 from the comparable period in 2018 primarily
due to increased post-harvest costs per gram as aresult of procurement of third-party supply, low yields, and low throughput during
the scaling of new facilities. Additionally, margin on food products were impacted by approximately $0.7 million non-cash charge due
to purchase accounting step-up in inventory value. We expect an additional non-cash charge of approximately $1.4 million related to
purchase accounting step-up in value for inventory in the second quarter of 2019.
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Operating Costs and Expenses

Three monthsended March 31, Three monthsended March 31,
2019 2018 Change % Change

General and administrative expenses $ 12,797 $ 4145 % 8,652 209%
Sales and marketing expenses 7,821 2,263 5,558 246
Depreciation and amortization expense 1,863 222 1,641 N/A
Stock-based compensation expense 5,306 31 5,275 N/A
Research and devel opment expenses 1,048 975 73 7
Acquisition and integration expenses 4,424 — 4,424 N/A
Total operating expenses $ 33259 $ 7636 $ 25,623 336%
(as a per centage of revenue)
General and administrative expenses 56% 53%
Sales and marketing expenses 34 29
Depreciation and amortization expense 8 3
Stock-based compensation expense 23 N/A
Research and devel opment expenses 5 12
Acquisition and integration expenses 19 —

Total operating expenses 144% 98%

N/A: Not a meaningful percentage

Genera and administrative expenses increased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to higher employee costs to support alarger business from the acquisition of Manitoba Harvest, increasesin professional
feesrelated to legal, audit and human resources, I T services to support our growth, and public company costs.

Sales and marketing expenses increased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to the acquisitions of Manitoba Harvest, development of our Canadian adult-use sales and marketing team, and the
increase in headcount in Tilray Deutschland GmbH as we expand our international presence.

Depreciation and amorti zation expense increased for the three months ended March 31, 2019 from the comparable period in
2018 primarily due to the acquisition of Manitoba Harvest and Naturain 2019 contributing to $1.6 million of the increase.

Stock-based compensation expense increased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to the issuance of stock options, restricted stock units and certain PO contingency triggers related to performance-based
awards granted under the New Plan.

Research and devel opment expenses decreased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to the timing of new product initiatives and drug production for clinical trials, as several projects related the preparation
for the adult-use market in 2018 were completed before the first quarter of 2019. We expect our research and devel opment expenses to
increase as we pursue more clinical trial opportunities and continue to invest in devel oping non-combustible delivery formats and
formulations.

Acquisition and integration expenses increased for the three months ended March 31, 2019 from the comparable period in 2018
primarily due to costs incurred to close and integrate the acquisitions of Manitoba Harvest and Natura.

Foreign Exchange Loss, Net

Foreign exchange for the three months ended March 31, 2019 was aloss of $0.2 million compared to aloss of $1.1 millionin
the comparable period in 2018. As we hold a significant portion of balances in Canadian dollars, the fluctuation in foreign exchange
rates between Canadian dollars and U.S. dollars drove the foreign exchange loss in both periods.

Interest Expense

Interest expense for the three months ended March 31, 2019 was $8.7 million compared to $0.4 million in the comparable
period in 2018. The increase was primarily attributable to the issuance of $475.0 million in Convertible Notes in October 2018. We
expect an increase in interest expensein 2019 to reflect afull year of expense related to the Convertible Notes.
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Net Loss and Adjusted EBITDA

Three monthsended March 31, Three monthsended March 31,
2019 2018 Change % Change
Net loss $ (30,301) $ (5181) $ (25,120) N/A
Adjusted EBITDA $ (14,558) $ (3,230) $ (11,328) N/A

N/A: Not a meaningful percentage

Three months ended March 31,

2019 2018
Adjusted EBITDA reconciliation:
Net loss $ (30,301) $ (5,181)
Depreciation and amortization expense 2,770 479
Stock-based compensation expense 5,306 31
Acquisition and integration expenses 4,424 —
Foreign exchange loss, net 179 1,146
Interest expense, net 8,745 416
Other income, net (2,345) (121)
Amortization of inventory step-up 681 —
Deferred income tax recovery (3,777) —
Current income tax recovery (240) —
Adjusted EBITDA $ (14,558) $ (3,230)

Net loss increased for the three months ended March 31, 2019 from the comparable period in 2018 primarily due to an increase
in operating expenses related to continued growth, the expansion of our international teams, interest expense from the Convertible
Notes, results of the Manitoba Harvest and Natura businesses acquired and the related acquisition and integration expenses.

Adjusted earnings before interest, tax and depreciation (“ Adjusted EBITDA™) decreased in three months ended March 31, 2019
from the comparable period in 2018 primarily due to an increase in operating expenses related to continued growth as well as
expansion and development into new markets.

To supplement our financial statements, which are prepared and presented in accordance with U.S. generally accepted
accounting principles (“GAAP’), we use Adjusted EBITDA, as described below, to understand and evaluate our operating
performance. Adjusted EBITDA, which may be different than similarly titled measures used by other companies, is presented to help
investors' overall understanding of our financial performance and should not be considered a substitute for, or superior to, the
financial information prepared and presented in accordance with GAAP.

Adjusted EBITDA should not be considered in isolation from, or as a substitute for, net loss. There are a number of limitations
related to the use of Adjusted EBITDA as compared to net loss, the closest comparable GAAP measure. Some of these limitations are
that:

. Adjusted EBITDA excludes certain recurring, non-cash charges such as depreciation and amortization expense and,
although these are non-cash charges, the assets being depreciated and amortized may have to be replaced in the future;

. Adjusted EBITDA excludes stock-based compensation expense, which has been, and will continue to be for the
foreseeabl e future, a significant recurring expense in our business and an important part of our compensation strategy;

. Adjusted EBITDA excludes non-recurring acquisition and integration expenses, to reflect normal business activity;
. Adjusted EBITDA excludes foreign exchange gains or losses, which account for the effect of both realized and unrealized
foreign exchange transactions. Unrealized gains or losses represent foreign exchange revaluation of foreign denominated

monetary assets and liabilities;

. Adjusted EBITDA excludes interest expense, which has been, and will continue to be for the foreseeable future, a
significant recurring expense in our business and reduces cash available to us;
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. Adjusted EBITDA excludes the non-recurring, non-cash impact of the amortization of purchase accounting step-up in
inventory value, to reflect normal business activity; and

. Adjusted EBITDA excludes current and deferred income tax expense and recovery, which could be a significant recurring
expense or recovery in our business in the future and reduce or increase cash available to us.

Liquidity and Capital Resources

Asof March 31, 2019, we had cash and cash equivalents of $294 million and short-term investments totaling $31.2 million,
which were held for working capital purposes. Our cash, cash equivalents, and short-term investments consist primarily of cash,
money market funds, treasury hills, corporate bonds and commercial papers.

In February and March 2018, we issued 7,794,042 shares of Series A preferred stock at $7.10 per share ($8.90 CAD per share)
in exchange for cash proceeds of approximately $55.0 million ($69.1 million CAD) from third-party institutional investors. Upon the
closing of the IPO, all shares of the outstanding Series A preferred stock automatically converted into 7,794,042 shares of Class 2
common stock on a one-for-one basis.

In July 2018, we completed our 1PO, whereby 10,350,000 shares of our Class 2 common stock were sold at a price of $17.00 per
share ($22.45 CAD per share), which included 1,350,000 shares sold pursuant to the underwriters' option to purchase additional
shares. We received net proceeds of approximately $163.7 million after deducting the underwriting discount.

In October 2018, we entered into an indenture relating to the issuance of $475.0 million aggregate principal amount of 5.00%
Convertible Notes, which included $25.0 million pursuant to the underwriters' option to purchase an additional aggregate principal
amount. Net proceeds from the i ssuance were approximately $460.8 million, after deducting the initial purchases' commissions.

Our primary need for liquidity isto fund working capital requirements, capital expenditures, debt service obligations and for
genera corporate purposes. Our ability to fund operations and make planned capital expenditures and debt service obligations depends
on future operating performance and cash flows, which are subject to prevailing economic conditions and financial, business and other
factors.

The following table sets forth the major components of our Condensed Consolidated Statements of Cash Flows for the periods
presented:

Three months ended March 31,

2019 2018
Net cash used in operating activities $ (24,841) $ (1,725)
Net cash used in investing activities (169,496) (42,784)
Net cash provided by financing activities 744 53,910
Effect of foreign currency translation on cash and cash equivalents 543 416
(Decrease) increase in cash and cash equivalents $ (193,050) $ 9,817

The change in net cash used by operating activities primarily was related to changes in working capital fluctuations and changes
in non-cash expenses, al of which are highly variable.

The change in net cash used in investing activities primarily was related to acquisitions of Manitoba Harvest and Natura,
investment in ABG Profit Participation Arrangement, and purchase of property and equipment related to our expansion projectsin
Canada and Portugal .

The change in net cash provided by financing activities included proceeds from exercise of stock options and capital lease
payments.

The table below sets out the cash and cash equivalents, short-term investments and inventory:

March 31, 2019 December 31, 2018
Cash and cash equivalents $ 294205 $ 487,255
Short-term investments 31,229 30,335
Inventory 49,009 16,211
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We primarily financed our operations through the issuance of common stock, revenue generating activities, and recently through
our sale of the Convertible Notes. We believe that our existing cash will be sufficient to meet our working capital requirements.

We manage our liquidity risk by preparing budgets and cash forecasts to ensure we have sufficient funds to meet obligations. In
managing working capital, we may limit the amount of our cash needs by: selling inventory at wholesale rates, pursuing additional
financing sources and managing the timing of capital expenditures. While we believe we have sufficient cash to meet working capital
requirements in the short term, we may need additional sources of capital and/or financing, to meet planned growth requirements and
to fund construction activities at our cultivation and processing facilities.

Contractual Obligations

With the acquisitions of Manitoba Harvest and Natura during the first quarter of fiscal 2019, additions to our operating leases
included three properties from the Manitoba Harvest acquisition and certain assets from the Natura acquisition with the effect of
increasing annual contractual operating lease obligations by approximately $0.3 million. The Company also has contractual
commitments relating to the acquisitions of Manitoba Harvest and Natura to fund the acquisitions as well as the ABG Profit
Participation Arrangement subject to certain regulatory or commercial triggers. Refer to “Part |, Item 1. Note 13 — Business
Combinations” and “Part |, Item 1. Note 12 — ABG Profit Participation Arrangement” to our financial statements appearing elsewhere
in this Quarterly Report on Form 10-Q for further details.

Emerging Growth Company Status

We are an “emerging growth company” as defined in Section 2(a) of the Exchange Act, as modified by the Jumpstart Our
Business Start-ups Act of 2012, or the JOBS Act. The JOBS Act provides that an emerging growth company can take advantage of the
extended transition period provided in Section 13(a) of the Exchange Act for complying with new or revised accounting standards
applicable to public companies. We have elected to take advantage of this extended transition period and as aresult of this election,
our financial statements may not be comparable to companies that comply with public company effective dates. We may take
advantage of these exemptions up until the last day of the fiscal year following the fifth anniversary of our PO or such earlier time
that we are no longer an emerging growth company. We would cease to be an emerging growth company if we have more than
$1.07 billion in annual revenue, have more than $700 million in market value of our stock held by non-affiliates (and we have been a
public company for at least 12 months, and have filed one annual report on Form 10-K), or we issue more than $1.0 billion of non-
convertible debt securities over athree-year period.

Off-Balance Sheet Arrangements

We did not have during the periods presented, and we do not currently have, any off-balance sheet arrangements, as defined in
the rules and regulations of the SEC.

Recently | ssued Accounting Pronouncements

A description of recently issued accounting pronouncements that may potentially impact our financial position and results of
operationsisdisclosed in “Part I, Item 1. Note 1 — Summary of Significant Accounting Policies’ to our financial statements appearing
elsawhere in this Quarterly Report on Form 10-Q.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

There have been no material changes to our market risk disclosures as set forth in Part 1 Item 7A of our Annual Report on Form
10-K for the year ended December 31, 2018.
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Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer (our principal executive
officer and principal financial officer, respectively), evaluated the effectiveness of our disclosure controls and procedures as of
March 31, 2019. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(€) under the Exchange Act,
or DCPs, means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a
company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the
time periods specified in the SEC' s rules and forms. DCPs include, without limitation, controls and procedures designed to ensure that
information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and
communicated to the company’ s management, including its principal executive and principal financial officers, as appropriate to allow
timely decisions regarding required disclosure. Management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonabl e assurance of achieving their objectives and management necessarily appliesits
judgment in evaluating the cost-benefit relationship of possible controls and procedures.

Based on the evaluation of our DCPs, our Chief Executive Officer and Chief Financial Officer concluded that, due to a
previously reported material weakness, the Company’sinternal control over financial reporting was not effective as of March 31,
2019. A material weakness is adeficiency, or combination of control deficiencies, ininterna control over financial reporting (as
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act), or ICFR, such that there is a reasonable possibility that a material
misstatement of the annual or interim financia statements will not be prevented or detected on atimely basis. Specificaly, our
inventory cost calculations and the financial close processes are manual in nature such that atimely, sufficiently precise and detailed
review to mitigate the risk of material misstatement is not currently feasible due to the complexity of the spreadsheet-based models
used. There were no material errorsin the financial results or balances identified, no restatements of prior period financial statements,
and no changes in previoudly released financial results were required as aresult of this control deficiency.

Remediation Effortsto Address Material Weakness

As previously described in Item 9A of our Annual Report on Form 10-K for the year ended December 31, 2018, the Company
began implementing a remediation plan to address the material weakness mentioned above. Management will continue to increase the
depth and experience within our operations, accounting and finance organizations, and design and implement improved processes and
internal controls with the intent of increasing the use of system-based processes to limit manual calculations and adjustments in the
inventory costing and financial close processes. The material weakness will not be considered remediated until the applicable controls
operate for a sufficient period of time and management has concluded, through testing, that these controls are operating effectively.

Changesin Internal Control over Financial Reporting

Other than with respect to the remediation efforts described above, there have been no changesin the ICFR during the three
months ended March 31, 2019 that have materially affected, or are reasonably likely to materially affect, the Company’s ICFR.
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PART I —OTHER INFORMATION

Item 1. Legal Proceedings.

From time to time, we may become involved in legal proceedings arising in the ordinary course of our business. We are not
currently a party to any legal proceedings the outcome of which, if determined adversely to us, would individually or in the aggregate
have amaterial adverse effect on our business, financial condition, results of operations or prospects.

Item 1A. Risk Factors.

Careful consideration should be given to the following risk factors, in addition to the other information set forth in this
Quarterly Report on Form 10-Q and in other documents that we file with the SEC or publicly in Canada, in evaluating our company
and our business. Investing in our securities involves a high degree of risk. If any of the following risks actually occur, our business,
financial condition, results of operations and future growth prospects could be materially and adversely affected.

Risks Related to our M edical Cannabis Business and the M edical Cannabis |ndustry

We are dependent upon regulatory approvals and licenses for our ability to grow, process, package, store, sell and export
medical cannabis and other products derived therefrom, and these regulatory approvals are subject to ongoing compliance
requirements, reporting obligations and fixed terms requiring renewal.

Our ability to grow, process, package, store and sell dried cannabis and cannabis extracts, including both bottled oil and
capsules, for medical purposesin Canada is dependent on our current Health Canada licenses under the Cannabis Regulations (“CR"),
covering our production facility at our Tilray North America Campusin Nanaimo, British Columbia, or Tilray Nanaimo. These
licenses alow us to produce dried cannabis and cannabis extracts at Tilray Nanaimo and to sell and distribute dried cannabis, bottled
cannabis oil and encapsulated cannabis oil in Canada. They aso alow us to import and export medical cannabis raw material and
products to and from specified jurisdictions around the world, subject to obtaining, for each specific shipment, an export approval
from Health Canada and an import approval from the applicable regulatory authority in the country to or from which the export or
import is being made. The CR licenses for Tilray Nanaimo are valid for fixed periods and will need to be renewed at the end of such
periods.

We also hold licenses under the CR covering our facilities in Enniskillen, London, and Leamington, Ontario which we intend to
use to service the adult-use market and support the medical market as needed. These licenses allow us to produce, sell, and distribute
cannabis and/or cannabis products in Canada. These licenses are valid for fixed periods and will need to be renewed at the end of such
periods.

Our ability to operate in our proposed facility at our Tilray European Union Campus located in Cantanhede, Portugal, or Tilray
Portugal, is dependent on our current authorization for the cultivation, import and export of cannabis, and in the future will be
dependent on our pending authorization (assuming such authorization is approved) for the manufacture of cannabis products and Good
Manufacturing Practices, or GMP, certification, by the Portuguese National Authority of Medicines and Health Products, or
INFARMED. Thislicenseisvalid for asingle growing season at atime and notification to INFARMED is needed to renew the license
for subsequent growing seasons. All licenses are subject to ongoing compliance and reporting regquirements and renewal .

We intend to apply for a sale license for finished cannabis oil products and dried cannabis products under the CR for our facility
in Leamington, Ontario. Any future medical cannabis production facilities that we operate in Canada will also be subject to separate
licensing requirements under the CR. Although we believe that we will meet the requirements of the CR for future renewals of our
existing licenses, and grants of permits under such licenses, and to obtain corresponding licenses for future facilities in Canada, there
can be no assurance that existing licenses will be renewed or new licenses obtained on the same or similar terms as our existing
licenses, nor can there be any assurance that Health Canada will continue to issue import or export permits on the same terms or on the
sametimeline, or that other countries will allow, or continue to allow, imports or exports.

Further, we are subject to ongoing inspections by Health Canada to monitor our compliance with its licensing reguirements. Our
existing licenses and any new licenses that we may obtain in the future in Canada or other jurisdictions may be revoked or restricted at
any time in the event that we are found not to be in compliance. Should we fail to comply with the applicable regulatory requirements
or with conditions set out under our licenses, should our licenses not be renewed when required, or be renewed on different terms, or
should our licenses be revoked, we may not be able to continue producing or distributing medical cannabisin Canada or other
jurisdictions or to export medical cannabis outside of Canada or Portugal.

In addition, we may be subject to enforcement proceedings resulting from a failure to comply with applicable regul atory
requirements in Canada or other jurisdictions, which could result in damage awards, a suspension of our existing approvals, a
withdrawal of our existing approvals, the denial of the renewal of our existing approvals or any future approvals, recalls of products,
product seizures, the imposition of future operating restrictions on our business or operations or the imposition of civil, regulatory or
criminal fines or penalties against us, our officers and directors and other parties. These enforcement actions could delay or entirely
prevent us from continuing the production, testing, marketing, sale or distribution of our medical products and divert management’s
attention and resources away from our business operations.
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The laws, regulations and guidelines generally applicable to the medical cannabisindustry in Canada and other countries may
change in ways that impact our ability to continue our business as currently conducted or proposed to be conducted.

The successful execution of our medical cannabis business objectivesis contingent upon compliance with all applicable laws
and regulatory requirements in Canada and other jurisdictions, including the requirements of the CR in Canada, and obtaining all other
required regulatory approvals for the sale, import and export of our medical cannabis products. The commercial medical cannabis
industry is arelatively new industry in Canada and the CR is aregime that has only been in effect in its current form since October
2018. The effect of Health Canada’ s administration, application and enforcement of the regime established by the CR on us and our
business in Canada, or the administration, application and enforcement of the laws of other countries by the appropriate regulatorsin
those countries, may significantly delay or impact our ability to participate in the Canadian medical cannabis market or medical
cannabis markets outside Canada, to develop medical cannabis products and produce and sell these medical cannabis products.

Further, Health Canada or the regulatory authorities in other countries in which we operate or to which we export our medical
cannabis products may change their administration, interpretation or application of the applicable regulations or their compliance or
enforcement procedures at any time. Any such changes could require us to revise our ongoing compliance procedures, requiring us to
incur increased compliance costs and expend additional resources. There is no assurance that we will be able to comply or continue to
comply with applicable regulations.

Any failure on our part to comply with applicable regulations could prevent us from being able to carry on our business.

Health Canada inspectors routinely assess Tilray Nanaimo, High Park Farms, High Park Processing Facility, and High Park
Gardens for compliance with applicable regulatory requirements. Our Tilray Portugal facilities will also be inspected for compliance
by applicable regulators once construction is complete, and will be subject to certain ongoing inspections and audits once licensing is
complete. Furthermore, the import of our products into other jurisdictions, such as Germany and Australia, is subject to the regulatory
requirements of the respective jurisdiction. Any failure by usto comply with the applicable regulatory requirements could require
extensive changes to our operations; result in regulatory or agency proceedings or investigations, increased compliance costs, damage
awards, civil or criminal fines or penalties or restrictions on our operations; and harm our reputation or give rise to material liabilities
or arevocation of our licenses and other permits. There can be no assurance that any pending or future regulatory or agency
proceedings, investigations or audits will not result in substantial costs, a diversion of management’s attention and resources or other
adverse consequences to us and our business.

Our ability to produce and sell our medical productsin, and export our medical productsto, other jurisdictions outside of Canada
is dependent on compliance with additional regulatory and other requirements.

We are required to obtain and maintain certain permits, licenses or other approvals from regulatory agenciesin countries and
markets outside of Canadain which we operate, or to which we export, to produce or export to, and sell our medical productsin, these
countries, including, in the case of certain countries, the ability to demonstrate compliance with GMP standards. Our current
certification of compliance with GMP standards for production at Tilray Nanaimo and any other GMP certification that we may
receive in the future subject us, or will in the future subject us, to extensive ongoing compliance reviews to ensure that we continue to
maintain compliance with GM P standards. There can be no assurance that we will be able to continue to comply with these standards.

The continuation or expansion of our international operations depends on our ability to renew or secure necessary permits,
licenses and other approvals. An agency’s denial of or delay in issuing or renewing a permit, license or other approval, or revocation
or substantial modification of an existing permit, license or approval, could prevent us from continuing our operations in, marketing
effortsin, or exports to countries other than Canada. For example, Tilray Nanaimo’s current certification of GMP compliance must be
renewed via re-inspection prior to October 2020, and our failure to maintain such certification, or to comply with applicable industry
quality assurance standards or receive similar regulatory certifications at any of our other facilities, may prevent us from continuing
the expansion of our international operations. In addition, the export and import of medical cannabis is subject to United Nations
treaties establishing country-by-country quotas and our export and import permits are subject to these quotas which could limit the
amount of medical cannabis we can export to any particular country.

The long-term effect of the legalization of adult-use cannabisin Canada on the medical cannabisindustry is unknown, and may
have a significant negative effect upon our medical cannabis businessif our existing or future medical use customers decideto
purchase products available in the adult-use market instead of purchasing medical use products from us.

In June 2018, the government of Canada passed Bill C-45, or the Cannabis Act, the Canadian federal legislation allowing
individuals over the age of 18 to legally purchase, process and cultivate limited amounts of cannabis for adult use in Canada. The
Cannabis Act and accompanying regulations, the CR, became effective on October 17, 2018. As aresult, individuals who previously
relied upon the medical cannabis market to supply their medical cannabis and cannabis-based products may cease this reliance, and
instead turn to the adult-use cannabis market to supply their cannabis and cannabis-based products. Factors that may influence this
decision include the availability of product in each market, the price of medical cannabis productsin relation to similar adult-use
cannabis products, and the ease with which each market can be accessed in the individual provinces and territories of Canada. The
impact of adult-use cannabis on the medical market is not yet ascertainable by us given the newness of the adult-use market in
Canada, and given industry-wide supply shortages in both the medical and adult-use markets.
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A decrease in the overall size of the medical cannabis market as aresult of the legal adult-use market in Canada may reduce our
medical sales and revenue prospectsin Canada. Moreover, the CR regulation of cannabis for medical purposesis expected to be
reviewed in light of the adult-use market. The effect on our business, and the medical cannabis market in general, of such areview is
uncertain.

There has been limited study on the effects of medical cannabis and future clinical research studies may lead to conclusions that
dispute or conflict with our understanding and belief regarding the medical benefits, viability, safety, efficacy, dosing and social
acceptance of cannabis.

Research in Canada, the United States and internationally regarding the medical benefits, viability, safety, efficacy and dosing
of cannabis or isolated cannabinoids (such as CBD and THC) remainsin relatively early stages. There have been few clinical trialson
the benefits of cannabis or isolated cannabinoids conducted by us or by others.

Future research and clinical trials may draw opposing conclusions to statements contained in the articles, reports and studies
referenced in this Quarterly Report on Form 10-Q, or could reach different or negative conclusions regarding the medical benefits,
viahility, safety, efficacy, dosing or other facts and perceptions related to medical cannabis, which could adversely affect socia
acceptance of cannabis and the demand for our products.

Tilray Nanaimo, High Park Farms, and our High Park Processing Facility and Tilray Portugal are expected to become, integral to
our business and adverse changes or devel opments affecting any of these facilities may have an adverse impact on us.

Currently, our activities and resources are focused on the operation of Tilray Nanaimo, High Park Farms, High Park Gardens
and our current licenses under the CR are specific to Tilray Nanaimo, High Park Farms, High Park Gardens and our High Park
Processing Facility. Adverse changes or developments affecting these facilities, including, but not limited to, disease or infestation of
our crops, afire, an explosion, a power failure, a natural disaster or amaterial failure of our security infrastructure, could reduce or
require usto entirely suspend our production of cannabis. A significant failure of our site security measures and other facility
requirements, including any failure to comply with regulatory requirements under the CR, could have an impact on our ability to
continue operating under our Health Canada licenses and our prospects of renewing our Health Canada licenses, and could also result
in asuspension or revocation of these Health Canada licenses. Aswe produce much of our medical cannabis productsin Tilray
Nanaimo, any event impacting our ability to continue production at Tilray Nanaimo, or requiring us to delay production, would
prevent us from continuing to operate our business until operations at Tilray Nanaimo could be resumed, or until we were able to
commence production at another facility.

We expect to expand Tilray Nanaimo, High Park Farms, and our High Park Processing Facility, and to complete construction in
our Tilray Portugal facilities. We are also contemplating expanding our newly acquired High Park Gardens facility. We expect that
expanded and additional facilities will significantly increase our cultivation, growing, processing and distribution capacity; however,
development impediments such as construction delays or cost over-runs in respect to the development of these facilities, howsoever
caused, could delay or prevent our ability to produce cannabis at these facilities. It is aso possible that the final costs of the major
equipment contemplated by our capital expenditure program relating to the development of our High Park Farms, our High Park
Processing Facility and Tilray Portugal may be significantly greater than anticipated, in which circumstance we may be required to
curtail, or extend the timeframes for completing, such capital expenditure plans which would reduce our production capacity.

We have periodically procured cannabis from other CR sources to supplement internal production, which, during 2018, 2017
and 2016 represented approximately twenty-six, five, and two percent, respectively, of our total production. If we are unsuccessful in
scaling operations at our facilities, we may need to continue to procure cannabis from third parties, likely at a higher price than our
own cost to produce, which would have a negative impact on gross margin.

The medical cannabisindustry and market are relatively new, and this industry and market may not continue to exist or develop as
anticipated or we may ultimately be unable to succeed in thisindustry and market.

We are operating our current business in arelatively new medical cannabisindustry and market, and our success depends on our
ability to attract and retain patients. In addition to being subject to general business risks applicable to a business involving an
agricultural product and a regulated consumer product, we need to continue to build brand awareness of our Tilray brand in the
medical cannabis industry and make significant investmentsin our business strategy and production capacity. These investments
include introducing new products into the markets in which we operate, adopting quality assurance protocols and procedures, building
our international presence and undertaking regulatory compliance efforts. These activities may not promote our medical products as
effectively asintended, or at all, and we expect that our competitors will undertake similar investments to compete with us for market
share. Competitive conditions, consumer preferences, regulatory conditions, patient requirements, healthcare practitioner prescribing
practices, and spending patterns in this industry and market are relatively unknown and may have unique characteristics that differ
from other existing industries and markets and that cause our efforts to further our business to be unsuccessful or to have undesired
consequences. As aresult, we may not be successful in our efforts to attract and retain patients or to develop new medical cannabis
products and produce and distribute these medical cannabis products to the markets in which we operate or to which we export in time
to be effectively commercialized, or these activities may require significantly more resources than we currently anticipate in order to
be successful.
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We compete for market share with other companies, including other producers licensed by Health Canada, some of which have
longer operating histories and more financial resources and manufacturing and marketing experience than we have.

We face, and we expect to continue to face, intense competition from Licensed Producers and other potential competitors, some
of which have longer operating histories and more financial resources and manufacturing and marketing experience than we have. In
addition, it is possible that the medical cannabis industry will undergo consolidation, creating larger companies with financial
resources, manufacturing and marketing capabilities and product offerings that are greater than ours. As aresult of this competition,
we may be unable to maintain our operations or devel op them as currently proposed, on terms we consider acceptable, or at all.

There are currently hundreds of applications for Licensed Producer status being processed by Health Canada. The number of
licenses granted and the number of Licensed Producers ultimately authorized by Health Canada could have an adverse impact on our
ability to compete for market share in Canada’s medical cannabis industry. We expect to face additional competition from new market
entrants that are granted licenses under the CR or existing license holders that are not yet active in the industry. If a significant number
of new licenses are granted by Health Canada, we may experience increased competition for market share and may experience
downward price pressure on our medical cannabis products as new entrants increase production.

In addition, the CR permits patients in Canada to produce alimited amount of cannabis for their own medical purposes or to
designate a person to produce a limited amount of cannabis on their behalf for such purposes. Widespread reliance upon this
allowance could reduce the current or future consumer demand for our medical cannabis products.

If the number of users of cannabis for medical purposesin Canadaincreases, the demand for products will increase. This could
result in the competition in the medical cannabis industry becoming more intense as current and future competitors begin to offer an
increasing number of diversified medical cannabis products. Conversely, if there is a contraction in the medical market for cannabisin
Canada, resulting from the legalization of adult-use cannabis or otherwise, competition for market share may increase. To remain
competitive, we intend to continue to invest in research and development and sales and patient support; however, we may not have
sufficient resources to maintain research and development and sales and patient support efforts on a competitive basis.

In addition to the foregoing, the legal landscape for medical cannabis useis changing internationally. We have operations
outside of Canada, which may be affected as other countries develop, adopt and change their medical cannabis laws. Increased
international competition, including competition from suppliersin other countries who may be able to produce at lower cost, and
limitations placed on us by Canadian or other regulations, might lower the demand for our medical cannabis products on a global
scale.

Theiillicit supply of cannabis and cannabis-based products may reduce our sales and impede our ability to succeed in the medical
and adult-use cannabis markets.

In addition to competition from Licensed Producers and those able to produce cannabis legally without alicense, we also face
competition from unlicensed and unregulated market participants, including illegal dispensaries and black market suppliers selling
cannabis and cannabis-based products in Canada.

Despite the legalization of medical and adult-use cannabis in Canada, black market operations remain abundant and are a
substantial competitor to our business. In addition, illegal dispensaries and black market participants may be able to (i) offer products
with higher concentrations of active ingredients that are either expressly prohibited or impracticable to produce under current
Canadian regulations, and (ii) use delivery methods, including edibles, concentrates and extract vaporizers, that we are currently
prohibited from offering to individuals in Canada, (iii) brand products more explicitly, and (iv) describe/discuss intended effects of
products. Astheseillicit market participants do not comply with the regulations governing the medical and adult-use cannabis industry
in Canada, their operations may also have significantly lower costs.

As aresult of the competition presented by the black market for cannabis, any unwillingness by consumers currently utilizing
these unlicensed distribution channels to begin purchasing from Licensed Producers for any reason or any inability or unwillingness of
law enforcement authorities to enforce laws prohibiting the unlicensed cultivation and sale of cannabis and cannabis-based products
could (i) result in the perpetuation of the black market for cannabis, (ii) adversely affect our market share and (iii) adversely impact
the public perception of cannabis use and licensed cannabis producers and dealers, all of which would have a materially adverse effect
on our business, operations and financial condition.
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Risks Related to our Adult-Use Cannabis Business and the Adult-Use Cannabis Industry in Canada

The adult-use cannabis industry, and the regulations governing thisindustry, may develop in a way that is significantly different
from our current expectations, resulting in our decreased ability, or inability, to compete in this market and industry.

The Cannabis Act allows for regulated and restricted access to cannabis for recreational adult use in Canada. We operate a part
of our business in the adult-use cannabis industry and market.

There is no assurance that the adult-use cannabis industry, and the regulations governing this industry, will continue to develop
as anticipated. There are and will be significant restrictions on the marketing, branding, product formats, product composition,
packaging, and distribution channels allowed under the Cannabis Act, which may reduce the value of certain of our products and
brands or negatively impact our ability to compete with other companies in the adult-use cannabis market. For instance, adult-use
legislation includes a requirement for health warnings on product packaging, the limited ability to use logos and branding (only one
brand name and one brand element per package), restrictions on packaging itself, and restrictions on types and avenues of marketing;
further, proposed regulations governing topicals, edibles and extracts, which are expected to come in force on or before October 17,
2019, impose considerable restrictions on product composition, labeling, and packaging. Additional marketing restrictions have been
imposed by some provinces and territories. We are reasonably certain that we will continue to be able to adapt our licensed brands and
products to satisfy these restrictions and to package and successfully distinguish these brands in the marketplace while remaining
compliant with applicable laws (including all provincial legislation); however further provincial or other legislation containing
additional restrictions, such as a complete ban on marketing, may impact our ability to do so. Such additional restrictions may impair
our ability to develop our adult-use brands, and a complete ban on marketing or additional product restrictions imposed under future
regulations, may make it uneconomic or unfeasible for us to introduce our entire portfolio of brands and products into the Canadian
market, which means that we will be unable to reap the full benefit of the exclusive rights we have secured to such brands and
products. Further, each province and territory of Canada has the ability to separately regulate the distribution of cannabis within such
province or territory, and the rules (including associated regulations) adopted by these provinces or territories vary significantly. Such
variance may make participation in the adult-use cannabis market uneconomic or of limited economic benefit for usin those provinces
or territories and could result in significant additional compliance or other costs and limitations on our ability to compete successfully
in each such market.

Any failure on our part to comply with supplier standards established by provincial or territorial distributors could prevent usfrom
accessing certain marketsin Canada.

Government-run provincial and territorial distributorsin Canada require suppliers to meet certain service and business
standards, and routinely assess for compliance with such standards. Any failure by us to comply with such standards could result in
our being downgraded or disqualified as a supplier, and would severely impede or eliminate our ability to access certain markets
within Canada.

The adult-use cannabis market in Canada may experience supply fluctuations resulting in revenue and price decreases.

Asaresult of the legalization of adult cannabis use in Canada, the demand for cannabis may dramatically increase. Licensed
Producers, and others licensed to produce cannabis under the Cannabis Act, may not be able to produce enough cannabis to meet
adult-use demand. This may result in lower than expected sales and revenues and may result in increased competition for sales and
sources of supply. This competition may adversely affect our adult-use business and there is no guarantee that we will be able to
supply or acquire the supply, on commercially reasonable terms or at all, to meet the demand for medical and adult-use cannabis.

In response to this surge in demand for cannabis, we and other cannabis producersin Canada may produce more cannabis than
is needed to satisfy the collective demand of the Canadian medical and adult-use markets, and we may be unable to export that
oversupply into other markets where cannabis useis fully legal under all federal and state or provincial laws. As aresult, the available
supply of cannabis could exceed demand, resulting in a significant decline in the market price for cannabis. If this were to occur, there
is no assurance that we would be able to generate sufficient revenue from the sale of adult-use cannabis to result in profitability.

The adult-use cannabis industry and market in Canada is subject to many of the same risks as the medical cannabisindustry and
market, including risks related to our need for regulatory approvals, the early status and uncertain growth of thisindustry and the
competition we expect to face in thisindustry.

The adult-use cannabis industry and market in Canada is subject to certain risks that are unique to thisindustry, aswell as the
risks that are currently applicable to the medical cannabis industry, which are described under the heading above titled “ Risk Factors-
Risks Related to our Medical Cannabis Business and the Medical Cannabis Industry.”

If any of these shared risks occur, our business, financial condition, results of operations and prospects could be adversely
affected in anumber of ways, including by our not being able to successfully compete in the adult-use cannabis industry and by our
being subject to fines, damage awards and other penalties as aresult of regulatory infractions or other claims brought against us.
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We may be unsuccessful in competing in the legal adult-use cannabis market in Canada.

Our Canadian adult-use business faces enhanced competition from other Licensed Producers and those individual s and
corporations who are licensed under the Cannabis Act to participate in the adult-use cannabis industry. The Cannabis Act has
established alicensing regime for the production, testing, packaging, labelling, delivery, transportation, sale, possession and disposal
of cannabis for adult use. While holders of licenses relating to medical cannabis under the ACMPR, including us, have automatically
been licensed under the Cannabis Act for these activities, other individuals and corporations are able to apply for such licenses.

Moreover, the Cannabis Act alows individualsto cultivate, propagate, harvest and distribute up to four cannabis plants per
household, provided that each plant meets certain requirements. If we are unable to effectively compete with other suppliersto the
adult-use cannabis market, or a significant number of individuals take advantage of the ability to cultivate and use their own cannabis,
our success in the adult-use business may be limited and may not fulfill the expectations of management.

We will also face competition from existing Licensed Producers and other producers licensed under the Cannabis Act. Certain
of these competitors have significantly greater financial, production, marketing, research and development and technical and human
resources than we do. As aresult, our competitors may be more successful than usin gaining market penetration and market share.
Our commercial opportunity in the adult-use market could be reduced or eliminated if our competitors produce and commercialize
products for the adult-use market that, among other things, are safer, more effective, more convenient or less expensive than the
products that we may produce, have greater sales, marketing and distribution support than our products, enjoy enhanced timing of
market introduction and perceived effectiveness advantages over our products and receive more favorable publicity than our products.
If our adult-use products do not achieve an adequate level of acceptance by the adult-use market, we may not generate sufficient
revenue from these products, and our adult-use business may not become profitable.

General Business Risks and Risks Related to Our Financial Condition and Oper ations

We have a limited operating history and a history of net losses, and we may not achieve or maintain profitability in the future.

We began operating in 2014 and have yet to generate a profit. We generated net losses of $30.3 million and $5.2 million for the
period ended March 31, 2019 and 2018, respectively. Our accumulated deficit was $138.5 million and $108.2 million as of March 31,
2019 and December 31, 2018, respectively. We intend to continue to expend significant funds to increase our growing capacity,
complete strategic mergers and acquisitions, invest in research and development, expand our marketing and sales operations to
increase our base of registered patients and meet the increased compliance regquirements associated with our transition to and operation
as apublic company. As we continue to grow, we expect the aggregate amount of these expenses will aso continue to grow.

Our efforts to grow our business may be more costly than we expect and we may not be able to increase our revenue enough to
offset higher operating expenses. We may incur significant losses in the future for a number of reasons, including as a result of
unforeseen expenses, difficulties, complications and delays, the other risks described in this Quarterly Report on Form 10-Q and other
unknown events. The amount of future net losses will depend, in part, on the growth of our future expenses and our ability to generate
revenue. If we continue to incur losses in the future, the net losses and negative cash flows incurred to date, together with any such
future losses, will have an adverse effect on our stockholders’ equity and working capital. Because of the numerous risks and
uncertainties associated with producing cannabis products, as outlined herein, we are unable to accurately predict when, or if, we will
be able to achieve profitability. Even if we achieve profitability in the future, we may not be able to sustain profitability in subsequent
periods. If we are unable to achieve and sustain profitability, the market price of our Class 2 common stock may significantly decrease
and our ability to raise capital, expand our business or continue our operations may be impaired.

We are exposed to risks relating to the laws of various countries as a result of our international operations.

We currently conduct operations in multiple countries and plan to expand these operations. As aresult of our operations, we are
exposed to various levels of political, economic, legal and other risks and uncertainties associated with operating in or exporting to
these jurisdictions. These risks and uncertainties include, but are not limited to, changes in the laws, regulations and policies
governing the production, sale and use of cannabis and cannabis-based products, political instability, currency controls, fluctuationsin
currency exchange rates and rates of inflation, labor unrest, changes in taxation laws, regulations and policies, restrictions on foreign
exchange and repatriation and changing political conditions and governmental regulations relating to foreign investment and the
cannabis business more generally.

Changes, if any, in the laws, regulations and policies relating to the advertising, production, sale and use of cannabis and
cannabis-based products or in the general economic policiesin these jurisdictions, or shiftsin political attitude related thereto, may
adversely affect the operations or profitability of our international operations in these countries. As we explore novel business models,
such as global co-branded products, cannabinoid clinics and cannabis retail, international regulations will become increasingly
challenging to manage. Specifically, our operations may be affected in varying degrees by government regulations with respect to, but
not limited to, restrictions on advertising, production, price controls, export controls, controls on currency remittance, increased
income taxes, restrictions on foreign investment, land and water use restrictions and government policies rewarding contractsto local
competitors or requiring domestic producers or vendors to purchase supplies from a particular jurisdiction. Failure to comply strictly
with applicable laws, regulations and local practices could result in additional taxes, costs, civil or criminal fines or penalties or other
expenses being levied on our international operations, as well as other potential adverse consequences such as the loss of necessary
permits or governmental approvals.



Furthermore, although we have begun production at Tilray Portugal with aview toward facilitating exports of our cannabis
products to countries in the European Union from Portugal rather than from Canada, there is no assurance that these EU countries will
authorize the import of our cannabis products from Portugal, or that Portugal will authorize or continue to authorize such exports, or
that such exports will provide us with advantages over our current EU export strategy. Each country in the European Union (or
elsewhere) may impose restrictions or limitations on imports that require the use of, or confer significant advantages upon, producers
within that particular country. As aresult, we may be required to establish production facilities similar to Tilray Portugal in one or
more countries in the European Union where we wish to distribute our cannabis productsin order to take advantage of the favorable
legislation offered to producers in these countries.

We plan to expand our business and operations into jurisdictions outside of the current jurisdictions where we conduct business,
and there are risks associated with doing so.

We plan in the future to expand our operations and business into jurisdictions outside of the jurisdictions where we currently
carry on business. There can be no assurance that any market for our products will develop in any such foreign jurisdiction. We may
face new or unexpected risks or significantly increase our exposure to one or more existing risk factors, including economic
instability, new competition, changes in laws and regulations, including the possibility that we could bein violation of these laws and
regulations as aresult of such changes, and the effects of competition. These factors may limit our capability to successfully expand
our operationsin, or export our products to, those other jurisdictions.

Our businessis subject to a variety of U.S. and foreign laws, many of which are unsettled and still devel oping and which could
subject usto claims or otherwise harm our business.

We are subject to avariety of lawsin the United States, Canada and elsewhere. In the United States, despite cannabis having
been legalized at the state level for medical use in many states and for adult use in a number of states, cannabis continues to be
categorized as a Schedule | controlled substance under the federal Controlled Substances Act, or the CSA, and subject to the
Controlled Substances Import and Export Act, or the CSIEA. Our activity in the United Statesis limited to (&) certain corporate and
administrative services, including accounting, legal and creative services, (b) supply of study drug for clinical trials under DEA and
FDA authorization, and (c) in the near future, participation in the market for hemp-derived CBD products; except as described above,
we do not produce or distribute cannabis productsin the United States. Therefore, we believe that we are not subject to the CSA or
CSIEA.

We plan in the future to commercialize in the United States a variety of products containing hemp-derived CBD, which might
include certain cannabinoids including CBD but excluding THC. While the Agriculture Improvement Act of 2018, or the Farm Bill,
exempted hemp and hemp derived products from the CSA, any such product commercialization will be subject to various laws,
including the Farm Bill, the Food, Drug and Cosmetic Act, or the FD& CA, the Dietary Supplement Health and Education Act, or
DSHEA, applicable state and/or local laws, and FDA regulations. We intend to offer hemp-derived CBD productsin full compliance
with applicable food, drug, cosmetic, and dietary supplement laws and regulations. Nevertheless, violations of any such law or
regulation could result in warning letters, significant fines, penalties, administrative sanctions, injunctions, convictions or settlements
arising from civil proceedingsinitiated.

We are further subject to avariety of laws and regulations in the United States, Canada and el sewhere that prohibit money
laundering, including the Proceeds of Crime and Terrorist Financing Act (Canada) and the Money Laundering Control Act (United
States), as amended, and the rules and regulations thereunder and any related or similar rules, regulations or guidelines issued,
administered or enforced by governmental authorities in the United States, Canada or any other jurisdiction in which we have business
operations or to which we export. Although we believe that none of our activities implicate any applicable money laundering statutes,
in the event that any of our business activities, any dividends or distributions therefrom, or any profits or revenue accruing thereby are
found to be in violation of money laundering statutes, such transactions may be viewed as proceeds of crime under one or more of the
statutes described above or any other applicable legidation, and any persons, including such U.S.-based investors, found to be aiding
and abetting us in such violations could be subject to liability. Any violations of these laws, or allegations of such violations, could
disrupt our operations, involve significant management distraction and involve significant costs and expenses, including legal fees.
We could also suffer severe penalties, including criminal and civil penalties, disgorgement and other remedial measures.

Asaresult of an investment in our securities, you could be prevented from entering the United States or become subject to a
lifetime ban on entry into the United States.

U.S. Customs and Border Protection (“CBP’) has confirmed that border agents may seek to permanently ban any foreign visitor
who admits to working or investing in the cannabis industry, or admits to having used cannabis, even though adult-use cannabisis
now legal in Canada. CBP confirmed that investing even in publicly-traded cannabis companiesis considered facilitation of illicit
drug trade under CBP policy. This policy is limited to citizens of foreign countries and not citizens of the United States. Therefore, as
aresult of an investment in our securities, if you are not a citizen of the United States, you could be prevented from entering the
United States or could become subject to alifetime ban on entry into the United States.
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We are required to comply concurrently with federal, state or provincial, and local lawsin each jurisdiction where we operate or to
which we export our products.

Various federal, state or provincial and local laws govern our business in the jurisdictions in which we operate or propose to
operate, or to which we export or propose to export our products, including laws and regulations relating to health and safety, conduct
of operations and the production, management, transportation, storage and disposal of our products and of certain material used in our
operations. Compliance with these laws and regulations requires concurrent compliance with complex federal, provincial or state and
local laws. These laws change frequently and may be difficult to interpret and apply. Compliance with these laws and regulations
requires the investment of significant financial and managerial resources, and a determination that we are not in compliance with these
laws and regulations could harm our brand image and business. Moreover, it isimpossible for usto predict the cost or effect of such
laws, regulations or guidelines upon our future operations. Changes to these laws or regulations could negatively affect our
competitive position within our industry and the markets in which we operate, and there is no assurance that various levels of
government in the jurisdictions in which we operate will not pass legislation or regulation that adversely impacts our business.

U.S. regulationsrelating to hemp-derived CBD products are unclear and rapidly evolving.

Our intent to participate in the market for hemp-derived CBD productsin the United States and el sewhere may require usto
employ novel approaches to existing regulatory pathways. Although the passage of the Farm Bill in December 2018 legalized the
cultivation of hemp in the United States to produce products containing CBD and other non-THC cannabinoids, it is unclear how the
FDA will respond to our approach, or whether the FDA will propose or implement new or additional regulations. In addition, such
products may be subject to regulation at the state or local levels. Unforeseen regulatory obstacles may hinder our ability to
successfully compete in the market for such products.

We may seek to enter into strategic alliances, or expand the scope of currently existing relationships, with third parties that we
believe will have a beneficial impact on us, and there arerisks that such strategic alliances or expansions of our currently existing
relationships may not enhance our businessin the desired manner.

We currently have, and may expand the scope of, and may in the future enter into, strategic alliances with third parties that we
believe will complement or augment our existing business. Examples of such strategic alliances include our agreement with Sandoz
AG, joint venture with AB InBev and partnership with ABG. Our ability to complete further strategic alliances is dependent upon, and
may be limited by, among other things, the availability of suitable candidates and capital. In addition, strategic alliances could present
unforeseen integration obstacles or costs, may not enhance our business and may involve risks that could adversely affect us,
including the investment of significant amounts of management time that may be diverted from operationsin order to pursue and
complete such transactions or maintain such strategic aliances. We may become dependent on our strategic partners and actions by
such partners could harm our business. Future strategic alliances could result in the incurrence of debt, costs and contingent liabilities,
and there can be no assurance that future strategic alliances will achieve, or that our existing strategic alliances will continue to
achieve, the expected benefits to our business or that we will be able to consummate future strategic alliances on satisfactory terms, or
at all.

We may not be able to successfully identify and execute future acquisitions or dispositions or to successfully manage the impacts of
such transactions on our operations.

Material acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) the potential
disruption of our ongoing business; (ii) the distraction of management away from the ongoing oversight of our existing business
activities; (iii) incurring additional indebtedness; (iv) the anticipated benefits and cost savings of those transactions not being realized
fully, or at al, or taking longer to realize than anticipated; (v) an increase in the scope and complexity of our operations and (vi) the
loss or reduction of control over certain of our assets. Materia acquisitions have been and may continue to be material to our business
strategy. There is ho guarantee that acquisitions, such as High Park Gardens and Manitoba Harvest, will be accretive.

The existence of one or more material liabilities of an acquired company that are unknown to us at the time of acquisition could
result in our incurring those liabilities. A strategic transaction may result in a significant change in the nature of our business,
operations and strategy, and we may encounter unforeseen obstacles or costs in implementing a strategic transaction or integrating any
acquired business into our operations.

We are subject to risksinherent in an agricultural business, including therisk of crop failure.

We grow cannabis, which is an agricultural process. As such, our businessis subject to the risks inherent in the agricultural
business, including risks of crop failure presented by weather, insects, plant diseases and similar agricultural risks. Although we
currently grow our products indoors under climate controlled conditions, we are devel oping outdoor operations and there can be no
assurance that natural elements, such as insects and plant diseases, will not entirely interrupt our production activities or have an
adverse effect on our business.
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We depend on a significant customer for a substantial portion of our revenue. If we fail to retain or expand our customer
relationships or if this significant customer were to terminate its relationship with us or reduce its purchases, our revenue could
decline significantly.

We had one customer that accounted 13% our total revenue for the three months ended March 31, 2019, and one customer that
accounted for 24% of our total revenue for three months ended March 31, 2018. We believe that our operating results for the
foreseeable future will continue to depend on sales from a small number of customers. This one customer has no purchase
commitments and may cancel, change or delay its purchases with little or no notice or penalty. Asaresult of this customer
concentration, our revenue could fluctuate materially and could be materially and disproportionately impacted by purchasing decisions
of this one customer or any other significant customer. In the future, this one customer may decide to purchase less product from us
than it hasin the past, may alter its purchasing patterns at any time with limited notice, or may decide not to continue to purchase our
products at all, any of which could cause our revenue to decline materially and materially harm our financial condition and results of
operations. If we are unable to diversify our customer base, we will continue to be susceptible to risks associated with customer
concentration.

We may be unableto attract or retain key personnel with sufficient experience in the cannabisindustry, and we may be unable to
attract, develop and retain additional employees required for our development and future success.

Our successis largely dependent on the performance of our management team and certain employees and our continuing ability
to attract, develop, motivate and retain highly qualified and skilled employees. Qualified individuals are in high demand, and we may
incur significant coststo attract and retain them. The loss of the services of any key personnel, or an inability to attract other suitably
qualified persons when needed, could prevent us from executing on our business plan and strategy, and we may be unable to find
adequate replacements on atimely basis, or at al. We do not currently maintain key-person insurance on the lives of any of our key
personnel.

Further, each director and officer, aswell as certain additional key personnel, of a company that holds alicense is subject to the
requirement to obtain and maintain a security clearance from Health Canada under the CR. Moreover, under the CR, an individual
with security clearance must be physically present on site when other individuals are conducting activities with cannabis. Under the
CR and the Cannabis Act, a security clearance isvalid for alimited time and must be renewed before the expiry of a current security
clearance. There is no assurance that any of our existing personnel who presently or may in the future require a security clearance will
be able to obtain or renew such clearances or that new personnel who require a security clearance will be able to obtain one. A failure
by an individual in akey operational position to maintain or renew his or her security clearance could result in a reduction or complete
suspension of our operations. In addition, if an individual in akey operational position leaves us, and we are unable to find a suitable
replacement who is able to obtain a security clearance required by the CR in atimely manner, or at all, we may not be able to conduct
our operations at planned production volume levelsor at all. In addition, the CR requires us to designate a qualified individual in
charge who is responsible for supervising activities relating to the production of study drug for clinica trials, which individual must
meet certain educational and security clearance requirements. If our current designated qualified person in charge failsto maintain his
security clearance, or if our current designated qualified person in charge leaves us and we are unable to find a suitable replacement
who meets these requirements, we may no longer be able to continue our clinical trial activities.

Significant interruptionsin our access to certain key inputs such as raw materials, electricity, water and other utilities may impair
our cannabis growing operations.

Our business is dependent on a number of key inputs and their related costs, including raw materials, supplies and equipment
related to our operations, as well as electricity, water and other utilities. Any significant interruption, price increase or negative change
in the availability or economics of the supply chain for key inputs and, in particular, rising or volatile energy costs could curtail or
preclude our ability to continue production. In addition, our operations would be significantly affected by a prolonged power outage.

Our ability to compete and grow cannabis is dependent on us having access, at a reasonable cost and in atimely manner, to
skilled labor, equipment, parts and components. No assurances can be given that we will be successful in maintaining our required
supply of labor, equipment, parts and components.

We may not be able to transport our cannabis products to consumersin a safe and efficient manner.

Due to our direct-to-consumer shipping model for medical cannabisin Canada, we depend on fast and efficient third-party
transportation services to distribute our medical cannabis products. We a so use such services to transfer bulk shipments to provinces
and territories for further distribution to consumers. Any prolonged disruption of third-party transportation services, such asthe
ongoing Canada Post labor disruptions, could have a material adverse effect on our sales volumes or satisfaction with our services.
Rising costs associated with third-party transportation services used by us to ship our products may also adversely impact our
profitability, and more generally our business, financial condition and results of operations.
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The security of our products during transportation to and from our facilities is of the utmost concern. A breach of security during
transport or delivery could result in the loss of high-value product and forfeiture of import and export approvals, since such approvals
are shipment specific. Any failure to take steps necessary to ensure the safekeeping of our cannabis could also have an impact on our
ability to continue supplying provinces and territories, to continue operating under our existing licenses, to renew or receive
amendments to our existing licenses or to receive required new licenses.

Our cannabis products may be subject to recallsfor a variety of reasons, which could require usto expend significant management
and capital resources.

Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a variety of reasons,
including product defects, such as contamination, adulteration, unintended harmful side effects or interactions with other substances,
packaging safety and inadequate or inaccurate labeling disclosure. Although we have detailed procedures in place for testing finished
cannabis products, there can be no assurance that any quality, potency or contamination problems will be detected in time to avoid
unforeseen product recalls, regulatory action or lawsuits, whether frivolous or otherwise. If any of the cannabis products produced by
us are recalled due to an alleged product defect or for any other reason, we could be required to incur the unexpected expense of the
recall and any legal proceedings that might arise in connection with the recall. As aresult of any such recall, we may lose a significant
amount of sales and may not be able to replace those sales at an acceptable margin or at all. In addition, a product recall may require
significant management attention or damage our reputation and goodwill or that of our products or brands.

In March 2015, we voluntarily recalled certain lots of our milled House Blend as aresult of the microbial level of this product
falling outside of acceptable limits during secondary testing. In August 2016, we withdrew cannabis oil capsules supplied to Croatia
for pharmacy distribution because certain capsules suffered damage during transport. In April 2019, we commenced arecall of one lot
of prerolls supplied to the Canadian adult-use market due to labeling error. In each of these cases, we were able to complete the recall
or withdrawal successfully; however, there is no assurance that such incidents will not result in regulatory action or civil lawsuits,
whether frivolous or otherwise, or an adverse effect on our reputation or goodwill, or that of our products or brands.

Additionally, product recalls may lead to increased scrutiny of our operations by Health Canada or other regulatory agencies,
requiring further management attention, increased compliance costs and potential legal fees, fines, penalties and other expenses. Any
product recall affecting the cannabis industry more broadly, whether or not involving us, could also lead consumersto lose confidence
in the safety and security of the products sold by Licensed Producers generally, including products sold by us.

We may be subject to product liability claims or regulatory action if our products are alleged to have caused significant loss or
injury. Thisrisk is exacerbated by the fact that cannabis use may increase the risk of serious adverse side effects.

As amanufacturer and distributor of products which are ingested by humans, we face the risk of exposure to product liability
claims, regulatory action and litigation if our products are alleged to have caused loss or injury. We may be subject to these types of
claims due to allegations that our products caused or contributed to injury or illness, failed to include adequate instructions for use or
failed to include adequate warnings concerning possible side effects or interactions with other substances. Thisrisk is exacerbated by
the fact that cannabis use may increase the risk of developing schizophrenia and other psychoses, symptoms for individuals with
bipolar disorder, and other side effects. Previously unknown adverse reactions resulting from human consumption of cannabis
products alone or in combination with other medications or substances could also occur. In addition, the manufacture and sale of
cannabis products, like the manufacture and sale of any ingested product, involves arisk of injury to consumers due to tampering by
unauthorized third parties or product contamination. We have in the past recalled, and may again in the future have to recall, certain of
our cannabis products as a result of potential contamination and quality assurance concerns. A product liability claim or regulatory
action against us could result in increased costs and could adversely affect our reputation and goodwill with our patients and
consumers generally. There can be no assurance that we will be able to maintain product liability insurance on acceptable terms or
with adequate coverage against potential liabilities. Such insurance is expensive and may not be available in the future on acceptable
terms, or at all. The inability to obtain sufficient insurance coverage on reasonable terms or to otherwise protect against potential
product liability claims could result in us becoming subject to significant liabilities that are uninsured and also could adversely affect
our commercial arrangements with third parties.

We rely on third-party distributors to distribute our products, and those distributors may not perform their obligations.

Werely on third-party distributors, including pharmaceutical distributors, courier services, and government agencies, and may
in the future rely on other third parties, to distribute our products. If these distributors do not successfully carry out their contractual
duties, if there isadelay or interruption in the distribution of our products, such as the ongoing Canada Post labor disruptions, or if
these third parties damage our products, it could negatively impact our revenue from product sales. Any damage to our products, such
as product spoilage, could expose us to potential product liability, damage our reputation and the reputation of our brands or otherwise
harm our business.
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We, or the cannabis industry more generally, may receive unfavorable publicity or become subject to negative consumer or
investor perception.

We believe that the cannabis industry is highly dependent upon positive consumer and investor perception regarding the
benefits, safety, efficacy and quality of the cannabis distributed to consumers. The perception of the cannabis industry and cannabis
products, currently and in the future, may be significantly influenced by scientific research or findings, regulatory investigations,
litigation, political statements, media attention and other publicity (whether or not accurate or with merit) both in Canada and in other
countries relating to the consumption of cannabis products, including unexpected safety or efficacy concerns arising with respect to
cannabis products or the activities of industry participants. There can be no assurance that future scientific research, findings,
regulatory proceedings, litigation, media attention or other research findings or publicity will be favorable to the cannabis market or
any particular cannabis product or will be consistent with earlier publicity. Adverse future scientific research reports, findings and
regulatory proceedings that are, or litigation, media attention or other publicity that is, perceived as less favorable than, or that
questions, earlier research reports, findings or publicity (whether or not accurate or with merit) could result in a significant reduction
in the demand for our cannabis products. Further, adverse publicity reports or other media attention regarding the safety, efficacy and
quality of cannabis, or our products specifically, or associating the consumption of cannabis with illness or other negative effects or
events, could adversely affect us. This adverse publicity could arise even if the adverse effects associated with cannabis products
resulted from consumers' failure to use such products legally, appropriately or as directed.

Certain events or developmentsin the cannabisindustry more generally may impact our reputation.

Damage to our reputation can result from the actual or perceived occurrence of any number of events, including any negative
publicity, whether true or not. As a producer and distributor of cannabis, which is a controlled substance in Canada that has previously
been commonly associated with various other narcotics, violence and criminal activities, thereis arisk that our business might attract
negative publicity. Thereis also arisk that the actions of other Licensed Producers or of other companies and service providersin the
cannabis industry may negatively affect the reputation of the industry as awhole and thereby negatively impact our reputation. The
increased usage of social media and other web-based tools used to generate, publish and discuss user-generated content and to connect
with other users has made it increasingly easier for individuals and groups to communicate and share negative opinions and viewsin
regards to our activities and the cannabis industry in general, whether true or not.

We do not ultimately have direct control over how we or the cannabis industry is perceived by others. Reputational issues may
result in decreased investor confidence, increased challenges in devel oping and maintaining community relations and present an
impediment to our overall ability to advance our business strategy and realize on our growth prospects.

Licensed Producers are constrained by law in their ability to market their productsin Canada.

The development of our business and operating results may be hindered by applicable restrictions on sales and marketing
activitiesimposed by Health Canada. The regulatory environment in Canada limits our ability to compete for market sharein a
manner similar to other industries. All products we distribute into the Canadian adult-use market must comply with requirements
under Canadian legislation, including with respect to product formats, product packaging, product composition and marketing
activities around such products. As such, our portfolio of brands and products has been specifically adapted, and our marketing
activities carefully structured, to enable usto develop our brands in an effective and compliant manner. If we are unable to effectively
market our cannabis products and compete for market share, or if the costs of compliance with government legislation and regulation
cannot be absorbed through increased selling prices for our cannabis products, then our sales and operating results could be adversely
affected.

We may not be able to obtain adequate insurance coveragein respect of the risks our business faces, the premiums for such
insurance may not continue to be commercially justifiable or there may be coverage limitations and other exclusions which may
result in such insurance not being sufficient to cover potential liabilities that we face.

We currently have insurance coverage, including product liahility insurance, protecting many, but not all, of our assets and
operations. Our insurance coverage is subject to coverage limits and exclusions and may not be available for the risks and hazards to
which we are exposed. In addition, no assurance can be given that such insurance will be adequate to cover our liabilities, including
potential product liability claims, or will be generally available in the future or, if available, that premiumswill be commercially
justifiable. If we wereto incur substantial liability and such damages were not covered by insurance or were in excess of policy limits,
we may be exposed to material uninsured liahilities that could impede our liquidity, profitability or solvency.
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If we are not able to comply with all safety, health and environmental regulations applicable to our operations and industry, we
may be held liable for any breaches of those regulations.

Safety, health and environmental laws and regulations affect nearly all aspects of our operations, including product
development, working conditions, waste disposal, emission controls, the maintenance of air and water quality standards and land
reclamation, and, with respect to environmental laws and regulations, impose limitations on the generation, transportation, storage and
disposal of solid and hazardous waste. Continuing to meet GMP standards, which we follow voluntarily, requires satisfying additional
standards for the conduct of our operations and subjects us to ongoing compliance inspections in respect of these standards.
Compliance with safety, health and environmental laws and regulations can require significant expenditures, and failure to comply
with such safety, health and environmental laws and regulations may result in the imposition of fines and penalties, the temporary or
permanent suspension of operations, the imposition of clean-up costs resulting from contaminated properties, the imposition of
damages and the loss of or refusal of governmental authorities to issue permits or licenses to us or to certify our compliance with GMP
standards. Exposure to these liabilities may arise in connection with our existing operations, our historical operations and operations
that we may undertake in the future. We could also be held liable for worker exposure to hazardous substances and for accidents
causing injury or death. There can be no assurance that we will at all times be in compliance with all safety, health and environmental
laws and regulations notwithstanding our attempts to comply with such laws and regulations.

Changes in applicable safety, health and environmental standards may impose stricter standards and enforcement, increased
fines and penalties for non-compliance, more stringent environmental assessments of proposed projects and a heightened degree of
responsibility for companies and their officers, directors and employees. We are not able to determine the specific impact that future
changes in safety, health and environmental laws and regulations may have on our industry, operations and/or activities and our
resulting financia position; however, we anticipate that capital expenditures and operating expenses will increase in the future asa
result of the implementation of new and increasingly stringent safety, health and environmental laws and regulations. Further changes
in safety, health and environmental 1aws and regulations, new information on existing safety, health and environmental conditions or
other events, including legal proceedings based upon such conditions or an inability to obtain necessary permitsin relation thereto,
may require increased compliance expenditures by us.

We may become subject to liability arising from any fraudulent or illegal activity by our employees, contractors, consultants and
others.

We are exposed to the risk that our employees, independent contractors, consultants, service providers and licensors may engage
in fraudulent or other illegal activity. Misconduct by these parties could include intentional undertakings of unauthorized activities, or
reckless or negligent undertakings of authorized activities, in each case on our behalf or in our service that violate: (i) government
regulations, specifically Health Canada regulations; (ii) manufacturing standards; (iii) Canadian federal and provincia healthcare laws
and regulations; (iv) laws that require the true, complete and accurate reporting of financial information or data; (v) U.S. federal laws
banning the possession, sale or importation of cannabisinto the United States and prohibiting the financing of activities outside the
United States that are unlawful under Canadian or other foreign laws or (vi) the terms of our agreements with insurers. In particular,
we could be exposed to class action and other litigation, increased Health Canada inspections and related sanctions, the loss of current
GMP compliance certifications or the inability to obtain future GMP compliance certifications, lost sales and revenue or reputational
damage as aresult of prohibited activities that are undertaken in the growing or production process of our products without our
knowledge or permission and contrary to our internal policies, procedures and operating requirements.

We cannot always identify and prevent misconduct by our employees and other third parties, including service providers and
licensors, and the precautions taken by us to detect and prevent this activity may not be effective in controlling unknown,
unanticipated or unmanaged risks or losses or in protecting us from governmental investigations or other actions or lawsuits stemming
from such misconduct. If any such actions are instituted against us, and we are not successful in defending ourselves or asserting our
rights, those actions could have a significant impact on our business, including the imposition of civil, criminal or administrative
penalties, damages, monetary fines and contractual damages, reputational harm, diminished profits and future earnings or curtailment
of our operations.

We may experience breaches of security at our facilities or loss as a result of the theft of our products.

Because of the nature of our products and the limited legal channels for distribution, as well as the concentration of inventory in
our facilities, we are subject to the risk of theft of our products and other security breaches. A security breach at Tilray Nanaimo, High
Park Farms, our High Park Processing Facility, or, once completed, one of our planned facilities could result in a significant loss of
available products, expose us to additional liability under applicable regulations and to potentially costly litigation or increase
expenses relating to the resolution and future prevention of similar thefts, any of which could have an adverse effect on our business,
financial condition and results of operations.
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We may be subject to risks related to our information technology systems, including the risk that we may be the subject of a cyber-
attack and therisk that we may be in non-compliance with applicable privacy laws.

We have entered into agreements with third parties for hardware, software, telecommunications and other information
technology, or IT, servicesin connection with our operations. Our operations depend, in part, on how well we and our vendors 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, theft, malware, ransomware and phishing attacks. Any of these and other events could result in IT system failures, delays
or increases in capital expenses. Our operations also depend on the timely maintenance, upgrade and replacement of networks,
equipment and I T systems and software, as well as preemptive expenses to mitigate the risks of failures. The failure of IT systemsor a
component of IT systems could, depending on the nature of any such failure, adversely impact our reputation and results of operations.

There are a number of laws protecting the confidentiality of certain patient health information and other personal information,
including patient records, and restricting the use and disclosure of that protected information. In particular, the privacy rules under the
Personal Information Protection and Electronics Documents Act (Canada), or the PIPEDA, the European Unions' General Data
Protection Regulation (“GDPR”), and similar laws in other jurisdictions, protect medical records and other personal health information
by limiting their use and disclosure to the minimum level reasonably necessary to accomplish the intended purpose. We collect and
store personal information about our consumers and are responsible for protecting that information from privacy breaches. A privacy
breach may occur through a procedural or process failure, an IT malfunction or deliberate unauthorized intrusions. Theft of datafor
competitive purposes, particularly patient lists and preferences, is an ongoing risk whether perpetrated through employee collusion or
negligence or through deliberate cyber-attack. Moreover, if we are found to bein violation of the privacy or security rules under
PIPEDA or other laws protecting the confidentiality of patient health information, including as aresult of data theft and privacy
breaches, we could be subject to sanctions and civil or criminal penalties, which could increase our liabilities and harm our reputation.

As cyber threats continue to evolve, we may be required to expand significant additional resources to continue to modify or
enhance our protective measures or to investigate and remediate any information security vulnerabilities. While we have implemented
security resources to protect our data security and information technology systems, such measures may not prevent such events.
Significant disruption to our information technology system or breaches of data security could have a material adverse effect on our
business financial condition and results of operations.

We may be unable to sustain our revenue growth and devel opment.

Our revenue has grown in recent years. Our ability to sustain this growth will depend on a number of factors, many of which are
beyond our contral, including, but not limited to, the availability of sufficient capital on suitable terms, changesin laws and
regulations respecting the production of cannabis products, competition from other Licensed Producers, the size of the black market
and the adult-use market, and our ability to produce sufficient volumes of our cannabis-based products to meet demand. Regulatory
changes in the United States and Canada may continue to attract market entrants, therefore diluting our potential opportunity and
early-mover advantage. In addition, we are subject to a variety of business risks generally associated with developing companies.
Future devel opment and expansion could place significant strain on our management personnel and likely will require us to recruit
additional management personnel, and there is no assurance that we will be able to do so.

We may be unable to expand our operations quickly enough to meet demand or manage our operations beyond their current scale.

There can be no assurance that we will be able to manage our expanding operations, including any acquisitions, effectively, that
we will be able to sustain or accelerate our growth or that such growth, if achieved, will result in profitable operations, that we will be
able to attract and retain sufficient management personnel necessary for continued growth or that we will be able to successfully make
strategic investments or acquisitions.

Demand for cannabis-based products is dependent on a number of social, political and economic factors that are beyond our
control. There is no assurance that an increase in existing demand will occur, that we will benefit from any such demand increase or
that our business will remain profitable even in the event of such an increase in demand. If we are unable to achieve or sustain
profitability, the value of our Class 2 common stock and the notes may significantly decrease.

We may not be able to secure adequate or reliable sources of funding required to operate our business or increase our production
to meet consumer demand for our products.

The continued development of our business will require additional financing, and there is no assurance that we will obtain the
financing necessary to be able to achieve our business objectives. Our ability to obtain additional financing will depend on investor
demand, our performance and reputation, market conditions and other factors. Our inability to raise such capital could result in the
delay or indefinite postponement of our current business objectives or in our inability to continue to carry on our business. There can
be no assurance that additional capital or other types of financing will be available if needed or that, if available, the terms of such
financing will be favorable to us.
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In addition, from time to time, we may enter into transactions to acquire assets or the capital stock or other equity interests of
other entities. Our continued growth may be financed, wholly or partially, with debt, which may increase our debt levels above
industry standards. Any debt financing secured in the future could involve restrictive covenants relating to capital raising activities and
other financial and operational matters, which may make it more difficult for us to obtain additional capital and to pursue business
opportunities, including potential acquisitions. Debt financings may also contain provisions that, if breached, may entitle lenders or
their agents to accelerate the repayment of 1oans or realize upon security over our assets, and there is no assurance that we would be
able to repay such loans in such an event or prevent the enforcement of security granted pursuant to any such debt financing.

Servicing our debt will require a significant amount of cash, and we may not have sufficient cash flow from our businessto pay
our substantial debt.

Our ability to make scheduled payments of the principal of, to pay interest on or to refinance our current and future
indebtedness, including the notes, depends on our future performance, which is subject to economic, financial, competitive and other
factors beyond our control. Our business may not generate cash flow from operations in the future sufficient to service our debt and
make necessary capital expenditures. If we are unable to generate such cash flow, we may be required to adopt one or more
aternatives, such as selling assets, restructuring debt or obtaining additional equity capital on terms that may be onerous or highly
dilutive. Our ability to refinance our current and future indebtedness will depend on the capital markets and our financial condition at
such time. We may not be able to engage in any of these activities or engage in these activities on desirable terms, which could result
in adefault on our debt obligations.

Weincur increased costs as a result of operating as a public company and our management is required to devote substantial time
to new complianceinitiatives.

Prior to our PO, we operated as a private company. As a public company, we have incurred and will incur significant legal,
accounting and other expenses that we did not incur as a private company. We may also lose status as an emerging growth company,
which may further increase legal, accounting and other expenses resulting from increased disclosure and compliance obligations. In
addition, the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, and rulesimplemented by the SEC and the Nasdaqg Global
Select Market, impose various requirements on public companies, including requirements to file annual, quarterly and event-driven
reports with respect to our business and financial condition and operations and establish and maintain effective disclosure and
financial controls and corporate governance practices. Our management and other personnel have limited experience operating a
public company, which may result in operational inefficiencies or errors, or afailure to improve or maintain effective ICFR and DCP
necessary to ensure timely and accurate reporting of operational and financial results. Our existing management team will need to
devote a substantial amount of time to these compliance initiatives, and we may need to hire additional personnel to assist us with
complying with these requirements. Moreover, these rules and regulations have increased and will continue to increase our legal and
financial compliance costs and will make some activities more time consuming and costly.

Pursuant to Section 404 of the Sarbanes-Oxley Act, or Section 404, we will be required to furnish areport by our management
on our ICFR, which, after we are no longer an emerging growth company, must be accompanied by an attestation report on ICFR
issued by our independent registered public accounting firm. To achieve compliance with Section 404 within the prescribed period, we
will document and evaluate our |CFR, which is both costly and challenging. In this regard, we will need to continue to dedicate
internal resources, potentially engage outside consultants and adopt a detailed work plan to assess and document the adequacy of our
ICFR, continue steps to improve control processes as appropriate, validate through testing that controls are functioning as documented
and implement a continuous reporting and improvement process for ICFR. Despite our efforts, thereis arisk that we will not be able
to conclude within the prescribed timeframe that our ICFR is effective as required by Section 404. This could result one or more
material weaknessesin our ICFR, which could cause an adverse reaction in the financial markets due to aloss of confidencein the
reliability of our consolidated financia statements (the “financial statements”).

Management may not be able to successfully implement adegquate internal controls over financial reporting.

Proper systems of ICFR and disclosure are critical to the operation of a public company. However, we do not expect that our
DCP or ICFR will prevent all errorsand al fraud. For example, we previously reported a material weaknessin our internal control
over financial reporting as described in our annual report on Form 10-K for the year ended December 31, 2018. A material weakness
isadeficiency, or combination of control deficiencies, in internal control over financia reporting, such that thereis a reasonable
possibility that a material misstatement of the annual or interim financial statements will not be prevented or detected on atimely
basis. The material weakness identified related to inventory costing and the financial close process. Specifically, our processes are
manual in nature such that atimely, sufficiently precise and detailed review to mitigate the risk of material misstatement is not
currently feasible due to the complexity of the spreadsheet-based models used in inventory cost calculations and the financial close.
We have developed a plan to remediate the material weakness and begun implementing the remediation plan, including increasing the
depth and experience within our accounting and finance organization, as well as designing and implementing improved processes and
internal controls with the intent of increasing the use of system-based processes to limit manual calculations and adjustments in the
costing and financial closing processes. However, our efforts to remediate this material weakness may not be effective or prevent
future material weaknesses or significant deficienciesin our internal control over financia reporting. A control system, no matter how
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well designed and operated, can provide only reasonable, not absolute, assurance that the control system’s objectives will be met.
Further, the design of a control system must reflect the fact that there are resource constraints and the benefits of such controls must be
considered relative to their costs. Because of the inherent limitationsin all control systems, no evaluation of controls can provide
absolute assurance that all control issues and instances of fraud, if any, have been detected. Due to the inherent limitations in a cost-
effective control system, misstatements due to error or fraud may occur and may not be detected in atimely manner or at al. If we
cannot provide reliable financial reports or prevent fraud, our reputation and operating results could be materially and adversely
affected, which could cause investors to lose confidence in us and our reported financial information, which in turn could result in a
reduction in the value of our Class 2 common stock.

We are an emerging growth company and intend to take advantage of reduced disclosure requirements applicable to emerging
growth companies, which could make our securities less attractive to investors.

We are an “emerging growth company” as defined in the JOBS Act. We will remain an emerging growth company until the
earliest to occur of (i) the last day of the fiscal year in which we have total annual gross revenue of $1.07 billion or more; (i)
December 31, 2023 (the last day of the fiscal year ending after the fifth anniversary of the date of the completion of our IPO; (iii) the
date on which we have issued more than $1.0 billion in non-convertible debt securities during the prior three-year period or (iv) the
date we qualify asa“large accelerated filer” under the rules of the SEC, which means the market value of our common stock held by
non-affiliates exceeds $700 million as of the last business day of our most recently completed second fiscal quarter after we have been
areporting company for at least 12 months. For so long as we remain an emerging growth company, we are permitted to and intend to
rely upon exemptions from certain disclosure requirements that are applicable to other public companies that are not emerging growth
companies. These exemptions include:

. not being required to comply with the auditor attestation requirements of Section 404;

. not being required to comply with any requirement that may be adopted by the Public Company Accounting Oversight
Board regarding mandatory audit firm rotation or a supplement to the auditor’ s report providing additional information
about the audit and the financial statements (auditor discussion and analysis);

. Reduced “Management’ s Discussion and Analysis of Financial Condition and Results of Operations’;
. reduced disclosure about executive compensation arrangements,

. exemptions from the requirements to obtain a non-binding advisory vote on executive compensation and stockholder
approval of any golden parachute arrangements not previously approved; and

. an extended transition period for complying with new or revised accounting standards, which we have el ected to take
advantage of .

We may take advantage of some, but not all, of the available exemptions described above. We cannot predict whether investors
will find our securities less attractive if we rely on these exemptions. If some investors find our securities less attractive as aresult,
there may be aless active trading market for our securities and the price of our securities may be more volatile.

Conflicts of interest may arise between usand our directors and officers as a result of other business activities undertaken by such
individuals, including continuing involvement by these individualsin Privateer Holdings.

We may be subject to various potential conflicts of interest because some of our directors and executive officers may be
engaged in arange of business activities. In addition, our directors and executive officers are permitted under their employment
agreements with us to devote time to their outside business interests, so long as such activities do not materially or adversely interfere
with their duties to us and subject to any contractual restrictions restricting such activities. These business interests could require the
investment of significant time and attention by our executive officers and directors. In some cases, our executive officers and
directors, including our Chief Executive Officer and President, Brendan Kennedy, may have fiduciary obligations associated with
businessinterests that interfere with their ability to devote time to our business and affairs, such as business obligations related to the
employment or involvement of these persons with Privateer Holdings, which could adversely affect our operations.
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Third parties with whom we do business may perceive themselves as being exposed to reputational risk as a result of their
relationship with us.

The parties with whom we do business, or would like to do business, may perceive that they are exposed to reputational risk asa
result of our business activities relating to cannabis, which could hinder our ability to establish or maintain business relationships.
These perceptions relating to the cannabis industry may interfere with our relationship with service providersin Canada and other
countries, particularly in the financial servicesindustry.

Tax and accounting requirements may change in ways that are unforeseen to us and we may face difficulty or be unable to
implement or comply with any such changes.

We are subject to numerous tax and accounting reguirements, and changes in existing accounting or taxation rules or practices,
or varying interpretations of current rules or practices, could have a significant adverse effect on our financial results, the manner in
which we conduct our business or the marketability of any of our products. We currently have international operations and plan to
expand such operationsin the future. These operations, and any expansion thereto, will require us to comply with the tax laws and
regulations of multiple jurisdictions, which may vary substantially. Complying with the tax laws of these jurisdictions can be time
consuming and expensive and could potentially subject us to penalties and feesin the future if we were to fail to comply.

Because a significant portion of our sales are generated in Canada, fluctuationsin foreign currency exchange rates could harm
our results of operations.

The reporting currency for our financial statementsisthe U.S. dollar. We derive a significant portion of our revenue and incur a
significant portion of our operating costs in Canada, and changes in exchange rates between the Canadian dollar and the U.S. dollar
may have a significant, and potentially adverse, effect on our results of operations. In addition, our obligations under our credit
facilities with Privateer Holdings are denominated in U.S. dollars. Our primary risk of loss regarding foreign currency exchange rate
risk is caused by fluctuations in the exchange rates between the U.S. dollar and the Canadian dollar, although as we expand
internationally we will be subject to additional foreign currency exchange risks. Because we recognize revenue in Canadain Canadian
dollars, if the Canadian dollar weakens against the U.S. dollar it would have a negative impact on our Canadian operating results upon
the trandlation of those resultsinto U.S. dollars for the purposes of consolidation. In addition, a weakening of the Canadian dollar
against the U.S. dollar would make it more difficult for us to meet our obligations under the notes and our credit facilities with
Privateer Holdings. We have not historically engaged in hedging transactions and do not currently contemplate engaging in hedging
transactions to mitigate foreign exchange risks. As we continue to recognize gains and losses in foreign currency transactions,
depending upon changes in future currency rates, such gains or losses could have a significant, and potentially adverse, effect on our
results of operations.

We may have exposure to greater than anticipated tax liabilities, which could seriously harm our business.

Our income tax obligations are based on our corporate operating structure and third-party and intercompany arrangements,
including the manner in which we develop, value and use our intellectual property and the valuations of our intercompany
transactions. The tax laws applicable to our international business activities, including the laws of the United States, Canada and other
jurisdictions, are subject to change and uncertain interpretation. The taxing authorities of the jurisdictions in which we operate may
challenge our methodol ogies for valuing devel oped technology, intercompany arrangements or transfer pricing, which could increase
our worldwide effective tax rate and the amount of taxes that we pay and seriously harm our business. Taxing authorities may also
determine that the manner in which we operate our business is not consistent with how we report our income, which could increase
our effective tax rate and the amount of taxes that we pay and could seriously harm our business. In addition, our future income taxes
could fluctuate because of earnings being lower than anticipated in jurisdictions that have lower statutory tax rates and higher than
anticipated in jurisdictions that have higher statutory tax rates, by changes in the valuation of our deferred tax assets and liabilities or
by changesin tax laws, regulations or accounting principles. We are subject to regular review and audit by U.S. federal and state and
foreign tax authorities. Any adverse outcome from areview or audit could seriously harm our business. In addition, determining our
worldwide provision for income taxes and other tax liabilities requires significant judgment by management, and there are many
transactions where the ultimate tax determination is uncertain. Although we believe that the amounts recorded in our financial
statements are reasonabl e, the ultimate tax outcome relating to such amounts may differ for such period or periods and may seriously
harm our business.



The long-term effect of U.S. tax reform could adversely affect our business and financial condition.

On December 22, 2017, the legislation commonly referred to as the Tax Cuts and Jobs Act was enacted, which contains
significant changesto U.S. tax law, including, but not limited to, areduction in the corporate tax rate, limitation of the tax deduction
for interest expense (with certain exceptions), limitation of the deduction for net operating losses arising after 2017 to 80% of current
year taxable income and elimination of carryback of such net operating losses, one-time taxation of offshore earnings at reduced rates
regardless of whether they are repatriated, immediate deductions for certain new investments instead of deductions for depreciation
expense over time, modifying or repealing many business deductions and credits, deemed repatriation of certain intangible related
income and a transition to a new quasi-territorial system of taxation. Notwithstanding the reduction in the corporate income tax rate,
our business and financial condition could be adversely affected in future periods by the overall impact of the Tax Act. In addition, the
Tax Act could be amended or subject to technical correction, possibly with retroactive effect, which could change the financial
impacts that were recorded at March 31, 2019, or are expected to be recorded in future periods. Additionally, further guidance may be
forthcoming from the Financial Accounting Standards Board and SEC, aswell as regulations, interpretations and rulings from federal
and state tax agencies, which could result in additional impacts, possibly with retroactive effect. Any such changes or potential
additional impacts could adversely affect our business and financial condition. We will continue to examine and assess the impact this
tax reform legislation may have on our business.

Risks Related to our Intellectual Property

We may be subject to risks related to the protection and enforcement of our intellectual property rights, or intellectual property we
license from others, and may become subject to allegations that we or our licensors are in violation of intellectual property rights
of third parties.

The ownership, licensing and protection of trademarks, patents and intellectual property rights are significant aspects of our
future success. Unauthorized parties may attempt to replicate or otherwise obtain and use our products and technology. Policing the
unauthorized use of our current or future trademarks, patents or other intellectual property rights now or in the future could be
difficult, expensive, time consuming and unpredictable, as may be enforcing these rights against the unauthorized use by others.

I dentifying the unauthorized use of intellectual property rightsis difficult as we may be unable to effectively monitor and evaluate the
products being distributed by our competitors, including parties such as unlicensed dispensaries and black-market participants, and the
processes used to produce such products. In addition, in any infringement proceeding, some or all of our trademarks, patents or other
intellectual property rights or other proprietary know-how, and that which we license from others, or arrangements or agreements
seeking to protect the same for our benefit, may be found invalid, unenforceable, anti-competitive or not infringed or may be
interpreted narrowly and such proceeding could put existing intellectual property applications at risk of not being issued.

In addition, other parties may claim that our products, or those that we license from others, infringe on their proprietary or patent
protected rights. Such claims, whether or not meritorious, may result in the expenditure of significant financial and managerial
resources and legal fees, result in injunctions or temporary restraining orders or require the payment of damages. Aswell, we may
need to obtain licenses from third parties who allege that we have infringed on their lawful rights. Such licenses may not be available
on terms acceptable to us, or at al. In addition, we may not be able to obtain or utilize on terms that are favorable to us, or at all,
licenses or other rights with respect to intellectual property that we do not own.

We also rely on certain trade secrets, technical know-how and proprietary information that are not protected by patentsto
maintain our competitive position. Our trade secrets, technical know-how and proprietary information, which are not protected by
patents, may become known to or be independently developed by competitors, which could adversely affect us.

We license some intellectual property rights, and the failure of the owner of such intellectual property to properly maintain or
enforce the intellectual property underlying such licenses could have a material adverse effect on our business, financial condition
and performance.

We are party to a number of licenses, including with entities formerly affiliated with Privateer Holdings, that give usrightsto
use third-party intellectual property that is necessary or useful to our business. Our success will depend, in part, on the ability of the
licensor to maintain and enforce its licensed intellectual property, in particular, those intellectual property rights to which we have
secured exclusive rights. Without protection for the intellectual property we have licensed, other companies might be able to offer
substantially similar products for sale or utilize substantially similar processes, which could have a material adverse effect on us.

Any of our licensors may allege that we have breached our license agreement, whether with or without merit, and accordingly
seek to terminate our license. If successful, this could result in our loss of the right to use the licensed intellectual property, which
could adversely affect our ability to commercialize our products or services, aswell as have amaterial adverse effect on us.
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We may not realize the full benefit of the clinical trials or studies that we participate in because the terms of some of our
agreements to participate do not give us full rightsto the resulting intellectual property, the ability to acquire full rights to that
intellectual property on commercially reasonable terms or the ability to prevent other parties from using that intellectual property.

Although we have participated in several clinical trials, we are not the sponsor of many of these trials and, as such, do not have
full control over the design, conduct and terms of the trials. In some cases, for instance, we are only the provider of a cannabis study
drug for atrial that is designed and initiated by an independent investigator within an academic institution. In such cases, we are often
not able to acquire rights to all the intellectual property generated by the trials. Although the terms of all clinical trial agreements
entered into by us provide us with, at a minimum, ownership of intellectua property relating directly to the study drug being trialed (
e.g. intellectual property relating to use of the study drug), and ownership of intellectual property that does not relate directly to the
study drug is often retained by the institution. As such, we are vulnerable to any dispute among the investigator, the institution and us
with respect to classification and therefore ownership of any particular piece of intellectual property generated during the trial. Such a
dispute may affect our ability to make full use of intellectual property generated by aclinical trial.

Where intellectual property generated by atrial is owned by the institution, we are often granted aright of first negotiation to
obtain an exclusive license to such intellectual property. If we exercise such aright, thereisarisk that the parties will fail to cometo
an agreement on the license, in which case such intellectual property may be licensed to other parties or commercialized by the
institution.

We may not realize the full benefit of our licensesif the licensed material has less market appeal than expected, or if restrictionson
packaging and marketing hinder our ability to realize value from our licenses, and our licenses may not be profitable to us.

Anintegral part of our Canadian adult-use cannabis business strategy involves obtaining territorially exclusive licenses to
produce products using various brands and images. As alicensee of brand-based properties, we have no assurance that a particular
brand or property will translate into a successful adult-use cannabis product. Additionally, a successful brand may not continue to be
successful or maintain ahigh level of sales. Aswell, the popularity of licensed properties may not result in popular products or the
success of the properties with the public. Promotion, packaging and labelling of adult-use cannabisis strictly regulated. These
restrictions may further hinder our ability to benefit from our licenses. Acquiring or renewing licenses may require the payment of
minimum guaranteed royalties that we consider to be too high to be profitable, which may result in losing licenses we currently hold
when they become renewable under their terms or missing business opportunities for new licenses. If we are unable to acquire or
maintain successful licenses on advantageous terms, or to derive sufficient revenue from sales of licensed products, our adult-use
business may not be successful.

Risks Relating to our Relationship with Privateer Holdings

We are a “ controlled company” within the meaning of thelisting rules of the Nasdaq Global Select Stock Market and, as a result,
qualify for exemptions from certain corporate governance requirements. As we intend to rely on these exemptions, you do not have
the same protections afforded to stockholders of companies that are subject to such requirements.

Privateer Holdings owns a mgjority of the voting power of all outstanding shares of our capital stock. Asaresult, we are a
“controlled company” within the meaning of the listing rules of the Nasdaq Global Select Market. Under these rules, a company of
which more than 50% of the voting power for the election of directorsis held by an individual, group or another company isa
“controlled company” and may elect not to comply with certain corporate governance requirements, including the following:

. that amajority of the board of directors consist of independent directors;
. for an annual performance evaluation of the nominating and corporate governance and compensation committees;

. that we have anominating and corporate governance committee that is composed entirely of independent directors with a
written charter addressing the committee’ s purpose and responsibilities; and

. that we have a compensation committee that is composed entirely of independent directors with awritten charter
addressing the committee’ s purpose and responsibility.

We may use some of these exemptions for the foreseeable future. As aresult, you will not have the same protections afforded to
stockholders of companies that are subject to all of the Nasdag Global Select Market listing rules.
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In addition, the Nasdaq Global Select Market has devel oped listing standards regarding compensation committee independence
requirements and the role and disclosure of compensation consultants and other advisers to the compensation committee that, among
other things, require:

. compensation committees be composed of independent directors, as determined pursuant to new independence
requirements;

. compensation committees be explicitly charged with hiring and overseeing compensation consultants, legal counsel and
other committee advisors; and

. compensation committees be required to consider, when engaging compensation consultants, legal counsel or other
advisors, independence factors, including factors that examine the relationship between the consultant’s or advisor’'s
employer and us.

As a controlled company, we are not subject to these compensation committee independence requirements.

We are exposed to risks arising from Privateer Holdings' stockholdings, its provision of servicesto us and its participation in our
management and conflicts of interest associated therewith.

Privateer Holdings beneficially owns or controls an approximate 77% equity interest in us through ownership or control of
16,666,667 shares of our Class 1 common stock and 58,333,333 shares of our Class 2 common stock, representing approximately 91%
of the voting power of our capital stock. In addition, because our Class 1 common stock, which is held entirely by Privateer Holdings,
has 10 votes per share, Privateer Holdings will continue to own a majority of the voting power of all outstanding shares of our capital
stock and control all matters submitted to our stockholders for approval aslong asit holds at |east approximately 10.01% of all
outstanding shares of our capital stock.

Asaresult of provisionsin our amended and restated certificate of incorporation and the terms of agreements we have entered,
our relationship with Privateer Holdings, as our majority stockholder, does not impose any duty on Privateer Holdings or its affiliates
to act in our best interests and, other than as set out in the agreements entered into between us and Privateer Holdings or its affiliates,
Privateer Holdingsis not prohibited from engaging in other business activities that may compete with us. In certain instances, the
interests of Privateer Holdings may differ from our interests and the interests of our other stockholders, including with respect to
future acquisitions or strategic decisions. It is possible that conflicts of interest may arise between Privateer Holdings and us and that
such conflicts may not be resolved in a manner that isin our best interests or the best interests of our other stockholders. Additionally,
Privateer Holdings and its affiliates will have access to our material confidential information.

Generally, atransfer by Privateer Holdings of the Class 1 common stock it holds would cause a conversion of such sharesinto
Class 2 common stock. However, atransfer by Privateer Holdings to the three founders of Privateer Holdings, or certain entities
controlled by them, such as estate planning entities, would not result in a conversion and these individuals would continue to hold
Class 1 common stock the superior voting rights of 10 votes per share. These three founders are Brendan Kennedy (our Chief
Executive Officer and President as well as one of our directors), Michael Blue and Christian Groh, and such founders collectively hold
45% of the shares of Privateer Holdings.

For so long as Privateer Holdings, either directly or indirectly, owns a significant interest in and holds voting power over our
capital stock, Privateer Holdings will have the ability to exercise substantial influence with respect to our affairs and significantly
affect the outcome of stockholder votes and may have the ability to cause or prevent certain fundamental transactions. Additionally,
Privateer Holdings' significant voting power may discourage transactions involving a change of control of us, including transactions
in which an investor might otherwise receive a premium for our Class 2 common stock over the then-current market price.

Our relationship with Privateer Holdings continues to change and may cause our business to be adversely affected.

Privateer Holdingsis not required, either directly or indirectly, to maintain any minimum ownership level in us. Accordingly,
Privateer Holdings may transfer al or a substantial portion of itsinterest in our common stock to athird party, including in connection
with amerger, consolidation, sale or spin-off of Privateer Holdings, without our consent or the consent of our other stockholders,
athough at such time any transferred shares of Class 1 common stock, except for shares transferred to the founders of Privateer
Holdings or certain entities controlled by them, would be converted into shares of Class 2 common stock with a single vote per share
rather than 10 votes per share. The interests of atransferee of our common stock may be different from Privateer Holdings' and may
not align with those of the other stockholders, and any such transaction may cause the industry relationships that we currently benefit
from as aresult of our affiliation with Privateer Holdings to be disrupted or eliminated. We cannot predict with any certainty the effect
that any such transfer would have on the trading price of our Class 2 common stock or our ability to raise capital in the future. Asa
result of the foregoing, in the event of a change of our relationship with Privateer Holdings, our future would be uncertain and our
business, financial condition and results of operations may suffer.
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Future sales or distributions of our securities by Privateer Holdings could cause the market price for our Class 2 common stock to
fall.

Sales of asubstantial number of shares of our common stock in the public market could occur at any time. These sales or
distributions by Privateer Holdings or other stockholders, or the market perception that the holders of alarge number of shares of our
Class 2 common stock, or shares of our Class 1 common stock which are convertible into Class 2 common stock on a one-for-one
basis, intend to sell our Class 2 common stock, could significantly reduce the market price of our Class 2 common stock. We cannot
predict the effect, if any, that future public sales of these securities or the availability of these securities for sale will have on the
market price of our Class 2 common stock. If the market price of our Class 2 common stock were to drop as aresult, this might
impede our ability to raise additional capital and might cause our remaining stockholdersto lose al or part of their investment.

Risks Related to Owner ship of Our Securities

Holders of Class 2 common stock have limited voting rights as compared to holders of Class 1 common stock. We cannot predict
theimpact that our capital structure and concentrated control by Privateer Holdings may have on the market price of our Class 2
common stock.

Privateer Holdings beneficially owns or controls 16,666,667 shares of our Class 1 common stock and 58,333,333 shares of our
Class 2 common stock, representing 91% of the voting power of our capital stock. Class 1 common stock, held entirely by Privateer
Holdings, has 10 votes per share, resulting in Privateer Holdings control of a majority of the voting power of al outstanding shares of
our capital stock and control of all matters that may be submitted to our stockholders for approval aslong asit holds at least
approximately 10.01% of all outstanding shares of our capital stock. This concentrated control reduces other stockholders' ability to
influence corporate matters and, as a result, we may take actions that our stockholders other than Privateer Holdings do not view as
beneficial. Further, the concentration of the ownership of our Class 1 common stock may prevent or delay the consummation of
change of control transactions that stockholders other than Privateer Holdings may consider favorable, including transactions in which
stockhol ders might otherwise receive a premium for their shares. Future issuances of Class 1 common stock with Privateer Holdings
may also be dilutive to the holders of Class 2 common stock. As aresult, the market price of our Class 2 common stock could be
adversely affected.

Additionally, while other companies listed on U.S. stock exchanges have publicly traded classes of stock with limited voting
rights, we cannot predict whether this structure, combined with concentrated control by Privateer Holdings, will result in alower
trading price or greater fluctuationsin the trading price of our Class 2 common stock as compared to the market price were we to have
asingle class of common stock, or will result in adverse publicity or other adverse consequences.

The price of our Class 2 common stock in public markets has experienced and may experience significant fluctuations.

The market price for our Class 2 common stock, and the market price of stock of other companies operating in the cannabis
industry, has been extremely volatile. For example, during the three months ended March 31, 2019, the trading price of our common
stock has fluctuated between alow of $62.65 and a high of $106.00 per share, demonstrating an unusual degree of volatility even
relative to other cannabis companies during the same time period. The market price of our Class 2 common stock may continue to be
volatile and subject to wide fluctuations in response to numerous factors, many of which are beyond our control, including the
following: (i) actua or anticipated fluctuations in our quarterly results of operations; (ii) recommendations by securities research
analysts; (iii) changesin the economic performance or market valuations of other issuers that investors deem comparable to us; (iv)
the addition or departure of our executive officers or other key personnel; (v) the release or expiration of lock-up or other transfer
restrictions on our common stock; (vi) sales or perceived sales, or the expectation of future sales, of our common stock; (vii)
significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or involving us or
our competitors; and (viii) news reports relating to trends, concerns, technological or competitive devel opments, regulatory changes
and other related issuesin our industry or target markets.

Financial markets have recently experienced significant price and volume fluctuations which have affected the market prices of
the equity securities of public entities. In many cases, these fluctuations, and the effect that they have on market prices, have been
unrelated to the operating performance, underlying asset values or prospects of such entities. Accordingly, the market price of our
Class 2 common stock may decline even if our operating results or prospects have not changed. Additionally, these factors, aswell as
other related factors, may cause decreases in asset values that are deemed not to be temporary, which may result in impairment losses
to us. Furthermore, certain investors may base their investment decisions on considerations of our environmental, governance and
social practices or our industry as awhole, and our performance in these areas against such investors' respective investment guidelines
and criteria. The failure to satisfy such criteriamay result in limited or no investment in our Class 2 common stock by those investors,
which could materially and adversely affect the trading price of our Class 2 common stock.
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There can be no assurance that continuing fluctuations in the price and volume of equity securitiesin public markets will not
occur. If such increased levels of volatility and market turmoil continue for a protracted period of time, there could be a material
adverse effect on the trading price of our Class 2 common stock.

If securities or industry analysts do not publish research, or publish inaccurate or unfavorable research, about our business, our
stock price and trading volume could decline.

The trading market for our Class 2 common stock depends, in part, on the research and reports that securities or industry
analysts publish about us or our business. We do not have any control over these analysts. If one or more of the securities or industry
analysts who cover us downgrade our stock or publish inaccurate or unfavorable research about our business, our stock price would
likely decline. In addition, if our operating results fail to meet the forecast of analysts, our stock price would likely decline. If one or
more of these analysts cease coverage of our company or fail to publish reports on us regularly, demand for our stock could decrease,
which might cause our stock price and trading volume to decline.

We may not have the ability to raise the funds necessary to settle conversions of the notesin cash or to repurchase the notes upon a
fundamental change, and our future debt may contain limitations on our ability to pay cash upon conversion or repurchase of the
notes.

Holders of the notes have the right to require us to repurchase their notes upon the occurrence of afundamental change at a
fundamental change repurchase price equal to 100% of the principal amount of the notes to be repurchased, plus accrued and unpaid
interest, if any. In addition, upon conversion of the notes, unless we elect to deliver solely shares of our Class 2 common stock to settle
such conversion (other than paying cash in lieu of delivering any fractional share), we will be required to make cash paymentsin
respect of the notes being converted. However, we may not have enough available cash or be able to obtain financing at the time we
are required to make repurchases of notes surrendered therefor or notes being converted. In addition, our ability to repurchase the
notes or to pay cash upon conversions of the notes may be limited by law, by regulatory authority or by agreements governing our
future indebtedness. Our failure to repurchase notes at a time when the repurchase is required by the indenture or to pay any cash
payable on future conversions of the notes as required by the indenture would constitute a default under the indenture. A default under
the indenture or the fundamental change itself could also lead to a default under agreements governing our existing or future
indebtedness. If the repayment of the related indebtedness were to be accel erated after any applicable notice or grace periods, we may
not have sufficient funds to repay the indebtedness and repurchase the notes or make cash payments upon conversions thereof.

The conditional conversion feature of the notes, if triggered, may adversely affect our financial condition and operating results.

In the event the conditional conversion feature of the notesis triggered, holders of noteswill be entitled to convert the notes at
any time during specified periods at their option. If one or more holders elect to convert their notes, unless we elect to satisfy our
conversion obligation by delivering solely shares of our Class 2 common stock (other than paying cash in lieu of delivering any
fractional share), we would be required to settle a portion or all of our conversion obligation through the payment of cash, which could
adversely affect our liquidity. In addition, even if holders of notes do not elect to convert their notes, we could be required under
applicable accounting rulesto reclassify all or aportion of the outstanding principal of the notes as a current rather than long-term
liahility, which would result in amaterial reduction of our net working capital.

Holders of our Class 2 common stock may be subject to dilution resulting from future offerings of common stock by us.

We may raise additional funds in the future by issuing common stock or equity-linked securities. Holders of our securities have
no preemptive rightsin connection with such further issuances. Our board of directors has the discretion to determine if an issuance of
our capital stock iswarranted, the price at which such issuance is to be effected and the other terms of any future issuance of capital
stock. In addition, additional common stock will be issued by usin connection with the exercise of options or grant of other equity
awards granted by us. Such additional equity issuances could, depending on the price at which such securities are issued, substantially
dilute the interests of the holders of our existing securities.

Conversion of the notes may dilute the ownership interest of our stockholders or may otherwise depress the price of our Class 2
common stock.

The conversion of some or all of the notes may dilute the ownership interests of our stockholders. Upon conversion of the notes,
we have the option to pay or deliver, as the case may be, cash, shares of our Class 2 common stock, or a combination of cash and
shares of our Class 2 common stock. If we elect to settle our conversion obligation in shares of our Class 2 common stock or a
combination of cash and shares of our Class 2 common stock, any salesin the public market of our Class 2 common stock issuable
upon such conversion could adversely affect prevailing market prices of our Class 2 common stock. In addition, the existence of the
notes may encourage short selling by market participants because the conversion of the notes could be used to satisfy short positions,
or anticipated conversion of the notesinto shares of our Class 2 common stock could depress the price of our Class 2 common stock.
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It isnot anticipated that any dividends will be paid to holders of our Class 2 common stock for the foreseeable future.

No dividends on our Class 2 common stock have been paid to date. We anticipate that, for the foreseeable future, we will retain
future earnings and other cash resources for the operation and development of our business. The payment of any future dividends will
be at the discretion of our board of directors after taking into account many factors, including our earnings, operating results, financial
condition and current and anticipated cash needs.

Provisionsin our corporate charter documents could make an acquisition of us more difficult and may prevent attempts by our
stockholdersto replace or remove our current management.

Provisionsin our corporate charter and our bylaws may discourage, delay or prevent a merger, acquisition or other changein
control of usthat stockholders may consider favorable, including transactions in which stockholders might otherwise receive a
premium for their shares. These provisions could also limit the price that investors might be willing to pay in the future for shares of
our Class 2 common stock, thereby depressing the market price of our Class 2 common stock. In addition, these provisions may
frustrate or prevent any attempts by our stockholdersto replace or remove our current management by making it more difficult for
stockhol ders to replace members of our board of directors. Because our board of directorsis responsible for appointing the members
of our management team, these provisions could in turn affect any attempt by our stockholders to replace current members of our
management team. Among others, these provisions include the following:

. our board of directorsis divided into three classes with staggered three-year terms which may delay or prevent a change of
our management or a change in control;

. our board of directors has the right to elect directors to fill avacancy created by the expansion of the board of directors or
the resignation, death or removal of a director, which prevents stockholders from being able to fill vacancies on our board
of directors;

. our stockholders may not act by written consent or call special stockholders’ meetings; as aresult, a holder, or holders,
controlling amajority of our capital stock would not be able to take certain actions other than at annual stockholders
meetings or special stockholders' meetings called by the board of directors, the chairman of the board or our chief
executive officer;

. our certificate of incorporation prohibits cumulative voting in the election of directors, which limits the ability of minority
stockholdersto elect director candidates;

. stockholders must provide advance notice and additional disclosuresin order to nominate individuals for election to the
board of directors or to propose matters that can be acted upon at a stockholders’ meeting, which may discourage or deter
apotential acquirer from conducting a solicitation of proxiesto elect the acquirer’s own slate of directors or otherwise
attempting to obtain control of our company; and

. our board of directors may issue, without stockholder approval, shares of undesignated preferred stock; the ahility to issue
undesignated preferred stock makes it possible for our board of directors to issue preferred stock with voting or other
rights or preferences that could impede the success of any attempt to acquire us.

Provisions under Delaware law could make an acquisition of our company more difficult, limit attempts by our stockholdersto
replace or remove our current management and limit the market price of our Class 2 common stock.

In addition to our corporate charter and our bylaws, because we are incorporated in Delaware, we are subject to the provisions
of Section 203 of the Delaware General Corporation Law, which generally prohibits a Delaware corporation from engaging in any of a
broad range of business combinations with any holder of at least 15% of our capital stock for a period of three years following the date
on which the stockholder became a 15% stockhol der.

Certain provisionsin the indenture governing the notes may delay or prevent an otherwise beneficial takeover attempt of us.

Certain provisions in the indenture governing the notes may make it more difficult or expensive for athird party to acquire us.
For example, the indenture governing the notes requires us to repurchase the notes for cash upon the occurrence of a fundamental
change and, in certain circumstances, to increase the relevant conversion rate for a holder that converts its notes in connection with a
make-whole fundamental change. A takeover of us may trigger the requirement that we repurchase the notes and/or increase the
conversion rate, which could make it more costly for a potential acquirer to engage in such takeover. Such additional costs may have
the effect of delaying or preventing atakeover of us that would otherwise be beneficial to investors.
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Our amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware and the federal
district courts of the United States of America will be the exclusive forums for substantially all disputes between us and our
stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with usor our directors,
officers or employees.

Our amended and restated certificate of incorporation provides that the Court of Chancery of the State of Delaware isthe
exclusive forum for:

. any derivative action or proceeding brought on our behalf;
. any action asserting a breach of fiduciary duty;

. any action asserting a claim against us arising under the Delaware General Corporation Law, our amended and restated
certificate of incorporation or our amended and restated bylaws; and

. any action asserting a claim against us that is governed by the internal-affairs doctrine.

Our amended and restated certificate of incorporation further provides that the federal district courts of the United States of
Americawill be the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act.

These exclusive-forum provisions may limit a stockholder’ s ability to bring aclaimin ajudicial forum that it finds favorable for
disputes with us or our directors, officers or other employees, which may discourage lawsuits against us and our directors, officers and
other employees. If a court were to find the exclusive-forum provision in our amended and restated certificate of incorporation to be
inapplicable or unenforceable in an action, we may incur additional costs associated with resolving the dispute in other jurisdictions,
which could seriously harm our business.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

Set forth below is information regarding shares of equity securities sold, and options granted, by us during the three months
ended March 31, 2019 that were not registered under the Securities Act.

Recent Sales of Unregistered Equity Securities

In connection with consummation of the previously disclosed Profit Participation Agreement and Payment Agreement with
ABG Intermediate Holdings 2, LLC (“ABG") on January 14, 2019, pursuant to which we purchased from ABG participation rightsin
up to 49% of the net (i.e. post-expense) royalties from cannabis products bearing brands currently within the ABG portfolio that ABG
receives from the exploitation of certain ABG brands in connection with the development, marketing and sale of cannabis-related
products, we issued 840,107 shares of Class 2 Common Stock in March 2019.

This issuance was exempt from registration under the Securities Act in reliance on Section 4(a)(2), as atransaction by an issuer
not involving a public offering.
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