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Overview of the Federal Regime

In force as of October 17, 2018

Creates a licensing and regulatory regime for the production, testing,
packaging, transportation, sale, possession and disposal of cannabis on a
medical and non medical basis

The former “ACMPR” medical cannabis program under the Controlled
Drugs and Substances Act is continued under the Cannabis Act

Federal government regulates production; provinces responsible for retail
distribution of adult-use cannabis

Federal law allows consumption in certain public places; provinces may
enact stricter restrictions

Impact is huge — Capital markets, debt markets, insurance, agrifood,
environmental, real estate, zoning, patents, taxes, pharma, alcohol,
employment, transportation, packaging, cosmetics and more
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Overview of the Federal Regime

Minimum age of 18; provinces can set higher age limit

Personal possession limited to 30 grams / 4 plants

Production of alternatives to smoked cannabis (e.g., oils) is permitted
Oils & Vaporizers starting to dominate market

Edibles, concentrated oils, etc. will not be permitted until a later date
which is prescribed to be prior to October 17, 2019

Limited export or import (i.e. for limited medical or scientific purposes)

Producers are subject to a rigorous licensing, security clearance,
Inspection, testing and disclosure regime, with strict quality standards
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Federal Regime - Promotion in
Canada

« Limited marketing, especially for youth, but some branding allowed

 Promotional content is limited to:
O Factual and accurate information on cannabis (ingredients, THC and
CBD levels)
O Information that allows consumers to distinguish between brands
« These types of promotion are only authorized in publications and

locations that are inaccessible to minors
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Restrictions with respect to various types of promotional activities:
–promotion that attracts young people;
–promotion that includes false, misleading or deceptive information;
–sponsorship promotion, professional testimonials and endorsements; and
–promotion through the representation of persons, celebrities, characters or animals.


Federal Regime - Promotion in
Canada
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Prohibited promotion in Canada.



Federal Regime — Cannabis
Regulations

Licenses:
O Cultivation (standard, micro, nurseries)
O Processing licenses (standard and micro)
O Federal sales licenses (i.e. for medical)

License period from 3 to 5 years
Outdoor cultivation permitted
Increased personnel security
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Security clearances
at least one person with a security clearance must be on site during normal business operations.
the Minister of Health has the authority to deny security clearances to persons associated with organized crime or who have been convicted in the past of or associated with drug trafficking, corruption or violent offences.

In addition to security clearances that must be held by certain individuals, the regulations also establish strict security measures that must be in place.

Organizational security plans are required for standard culture, micro-culture, nursery, standard processing, micro-processing and sale for medical purposes and, in some cases, for research licences.

There are also additional operating procedures to prevent: 
diversion of cannabis into an illicit market or activity; and
illicit cannabis to be a source of supply for the activities of the organization.


The following individuals must hold a security clearance under the Cannabis Act Regulations:
An individual who holds a licence for cultivation, processing or sale;
All officers and directors of a corporation, or anyone who is in a position to exercise direct control over the corporation (in the case that the license is issued to a corporation, a cooperative or a partnership);
The responsible person (in the case that the licence is for cultivation, processing or sale);
The head of security (in the case that the licence is for cultivation, processing or sale);
The master grower (in the case that the licence is for cultivation); and
The quality assurance person (in the case that the licence is for processing)







Federal Regime — Licenses and
Authorizations
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A system comprising different types of authorizations depending on the planned activities, the extent of those activities and the risks to the health and safety of the public.

To achieve these objectives, the regulations establish the following categories of licensed activities : 

Cultivation
Standard cultivation, which allows for large-scale cultivation of cannabis plants and the collection of material from such plants, and other related activities.
Microcultivation, which allows for small-scale cultivation of cannabis plants, and the collection of material from such plants, and other related activities.
Industrial hemp, which allows for the cultivation of industrial hemp plants (which contain 0.3% THC or less), and other related activities.
Nursery, which allows for the cultivation of cannabis plants to produce starting material (seeds and seedlings), and other related activities.

Processing
Standard processing, which allows for the large-scale manufacturing, packaging and labelling of cannabis products for sale to consumers and for intra-industry sale of such products, including authorized distributors in the provinces and territories, and other related activities.
Microprocessing, which allows for the manufacturing, packaging and small-scale labelling of cannabis products, for sale to consumers and intra-industry sale of such products, including provincial and territorial licensed distributors, and other related activities.

Sale for medical purposes
For medical purposes, which allows for the sale of cannabis products to registered medical customers, and other related activities.

In addition, the regulations provide that the Minister has the power to issue authorizations or licences for the following additional activities : 

Analytical Testing
A licence which allows for the possession of cannabis by independent third-party laboratories for the purpose of conducting analytical tests on cannabis.

Importing ou exporting
A permit, which allows for the importation or exportation of cannabis for medical or scientific purposes, or in regards to industrial hemp. 

Research
A licence, which allows for cannabis-related activities for research or for development purposes, by persons who are not otherwise authorized to conduct such activities under another licence or permit pursuant to the cannabis legislation.

Cannabis drug licence
A licence, which allows for the possession of cannabis obtained in accordance with the regulations, and for the production and/or sale of drugs containing cannabis.


Quality: Authorized producers must submit their products to tests that ensure its quality 



Federal Regime — Cannabis
Regulations

» Detailed inspection, record keeping and reporting rules
* National Tracking System for supply chain of cannabis

 Expanded use of cannabis and CBD in non-prescription drugs,
natural health products, medical devices, veterinary drugs, veterinary
health products and cosmetics

LexMundi

World Ready



Federal Regime — Packaging and
Labeling

Container must:
* be opaque or translucent
e prevent contamination of the cannabis

e contain a feature that ensures packaging has not been opened
prior to receipt

* be child-proof

« contain standard health warnings, cannabis symbol as provided
by the Cannabis Regulations, and information concerning the
cannabis product
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Packaging and labelling
Must not appeal to young persons
Must not set out a testimonial or endorsement, or depict a person, character or animal, whether real or fictional
Must not associate cannabis with, or evoke a positive or negative emotion about or image of, a way of life such as one that includes glamour, recreation, excitement, vitality, risk or daring
Must not contain false, misleading or deceptive information
    fresh and dried cannabis, cannabis oil and seeds must be sold or supplied in a tamper-evident and child-resistant containers.
    labelling requirements vary depending on the type of product.
    all licenced producers must display on the container, package or plant a customer label similar to the patient label on prescribed drug containers, as provided in the regulations.

Health warning messages for cannabis products that are dried cannabis or cannabis accessories that contain dried cannabis
WARNING: Cannabis smoke is harmful. Harmful chemicals found in tobacco smoke are also found in cannabis smoke.
WARNING: Do not use if pregnant or breastfeeding. Using cannabis during pregnancy may harm your baby and result in low birth weight.
WARNING: Do not use if pregnant or breastfeeding. Substances found in cannabis are also found in the breast milk of mothers who use cannabis.
WARNING: Do not drive or operate machinery after using cannabis. More than 4,000 Canadians were injured and 75 died from driving after using cannabis (in 2012).
WARNING: Do not drive or operate machinery after using cannabis. After cannabis use, coordination, reaction time and ability to judge distances are impaired.
WARNING: Cannabis can be addictive. Up to half of people who use cannabis on a daily basis have work, social or health problems from using cannabis.
WARNING: Cannabis can be addictive. 1 in 11 people who use cannabis will become addicted.
WARNING: Cannabis can be addictive. Up to 1 in 2 people who use cannabis daily will become addicted.
WARNING: Regular use of cannabis can increase the risk of psychosis and schizophrenia. Higher THC content can increase the risk of psychosis and schizophrenia.
WARNING: Regular use of cannabis can increase the risk of psychosis and schizophrenia. Higher THC content can lower the age of onset of schizophrenia.
WARNING: Regular use of cannabis can increase the risk of psychosis and schizophrenia. Young people are especially at risk.
WARNING: Adolescents are at greater risk of harms from cannabis. Early and regular use increases the risk of psychosis and schizophrenia.
WARNING: Adolescents are at greater risk of harms from cannabis. Using cannabis as a teenager can increase your risk of becoming addicted.
WARNING: Adolescents are at greater risk of harms from cannabis. 1 in 6 people who start using cannabis in adolescence will become addicted.


Health warning messages for all other cannabis products
WARNING: Do not use if pregnant or breastfeeding. Using cannabis during pregnancy may harm your baby and result in low birth weight.
WARNING: Do not use if pregnant or breastfeeding. Substances found in cannabis are also found in the breast milk of mothers who use cannabis.
WARNING: Do not drive or operate machinery after using cannabis. More than 4,000 Canadians were injured and 75 died from driving after using cannabis (in 2012).
WARNING: Do not drive or operate machinery after using cannabis. After cannabis use, coordination, reaction time and ability to judge distances are impaired.
WARNING: Cannabis can be addictive. Up to half of people who use cannabis on a daily basis have work, social or health problems from using cannabis.
WARNING: Cannabis can be addictive. 1 in 11 people who use cannabis will become addicted.
WARNING: Cannabis can be addictive. Up to 1 in 2 people who use cannabis daily will become addicted.
WARNING: Regular use of cannabis can increase the risk of psychosis and schizophrenia. Higher THC content can increase the risk of psychosis and schizophrenia.
WARNING: Regular use of cannabis can increase the risk of psychosis and schizophrenia. Higher THC content can lower the age of onset of schizophrenia.
WARNING: Regular use of cannabis can increase the risk of psychosis and schizophrenia. Young people are especially at risk.
WARNING: Adolescents are at greater risk of harms from cannabis. Early and regular use increases the risk of psychosis and schizophrenia.
WARNING: Adolescents are at greater risk of harms from cannabis. Using cannabis as a teenager can increase your risk of becoming addicted.
WARNING: Adolescents are at greater risk of harms from cannabis. 1 in 6 people who start using cannabis in adolescence will become addicted.



Federal Regime — Packaging and
Labeling
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LA SOCIETE

MISE EN GARDE : Ne consommez pas si vous
€tes enceinte ou allaitez. Consommer du
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; Cannabis séché = Dried Cannabis
WARNING: Do not use if pregnant or Entreposer dans un endroit sec = Store in a dry place
breastfeeding. Using cannabis during TENIR HORS DE LA PORTEE DES ENFANTS
pregnancy may harm your baby and result KEEP OUT OF REACH OF CHILDREN

in low birth weight.

Titulaire d'une licence de transformation | Licensed Processor
123-456-7830 | nom-name@compagnie-company.ca

Date limite d'utilisation JAN 2020 | Expiry Date JAN 2020
MARQUE NOMINATIVE Emballé le 21 déc. 2017 | Packaged on Dec 21 2017
BRAND NAME

THC 5 % [THC Total 10 % / Total THC 10%)
CBD 5 % (CBD Total 10 % / Total CBD 10%)

Lot12345

Poids netde 20 g | Net weight 20 g

—_— =
Exemple de l'AVANT (espace principal) sur fond blanc Exemple de [ ARRIERE (espace secondaire) sur fond
ou vierge avec le nom de la marque ou du titulaire d'une blanc ou vierge

licence de transformation
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Packaging and labelling: 
The following information must be included:
the standard cannabis symbol, as prescribed by the regulations, that should appear on each label, including specific requirements regarding its size, location and appearance; and
mandatory health warnings that must appear on each label, including specific size, location and appearance requirements.

Only one brand element (in addition to the trade name) may be displayed
For example, a slogan or logo.
If the brand element consists of text, the font should not be larger than the font of the warning and must only be a single uniform colour.
If the brand element is a graphic, image or logo, it should not be larger than the normalized cannabis symbol.

It is forbidden to display another image or other graphics.

The colours must contrast with the colours of the standard cannabis symbol and the background of the health warning messages.

Labels and packages may not have coatings, embossing, textures, sheets, cut-outs allowing the contents of the package to be seen without opening it, as well as removable labels.

Any added packaging must be transparent.

It is prohibited to insert any flap onto a package.

Cannabis products must be packaged in an immediate container that has a tamper-resistant seal.

The immediate container must be opaque or translucent.

Authorized processors will be required to attach an information document issued by Health Canada to each package delivered to a federally or provincially or territorially licensed retailer or distributor.






Federal Regime — State of the Market

« 132 Licensed Producers, with more than 20 public listings of some kind
* Supply Shortage — short term; Excess — long term

e Consolidation

« CBD / Wellness products

 Medical Developments / R&D

e Failures / Insolvencies

e Agriculture / Outdoor Grow

« Strategics (Pharma / Alcohol / Tobacco / Vaping / Food)
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Cannabis Legalization in Canada
British Columbia

LDB monopoly over cannabis distribution in BC

 The provincial Liquor Distribution Branch has a monopoly over
wholesaling, warehousing and distribution in the Province

 Both the LDB and licensed private stores may operate Cannabis
Retail Stores in the Province

« LDB monopoly over online sales of cannabis

 The LDB remits net revenues daily to the Consolidated Revenue
Fund; shortfalls funded from liquor revenues or from CRF

 Recent Business Technical Advisory Panel Report (Liquor Policy)
recommends changes to improve LDB efficiency and reduce
conflicts of interest

LexMundi

World Ready



Cannabis Legalization in Canada
British Columbia

Regulation of Cannabis retailing in BC

* Ligquor and Cannabis Regulation Branch responsible for licensing
and enforcement

* Prohibition on Licensed Producers holding Retalil Licenses

* Limit of 8 licenses per affiliated group, significant shareholder or
family

 Tied House Rules — prohibit retailers from agreeing to sell the
product of one producer to the exclusion of other producers

* Prohibition on inducements - giving or accepting money or gifts to
promote or induce the sale of a particular brand of cannabis
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Cannabis Legalization in Canada
British Columbia

What is required to get a Retalil License in BC

Provincial Approval Recommendation of
Municipality or First Nation

» ownership requirements e public consultation through

and restrictions written submissions, public
e Security screening hearing or plebiscite
» financial integrity check e may require zoning
e ‘fit and proper’ changes
determination « municipalities differing in
* Inspection of store their approach and
premises receptiveness
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Cannabis Legalization in Canada
British Columbia

Applicable legislation, regulation and policy

e Cannabis Distribution Act
e Cannabis Control and Licensing Act
« Cannabis Licensing Regulation

* Non-Medical Cannabis Retail Store Licence Terms & Conditions
Handbook

e Cannabis licensing application portal -
https://justice.qov.bc.ca/cannabislicensing/

« BC LDB Cannabis Updates
https://justice.qov.bc.ca/cannabislicensing/
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https://justice.gov.bc.ca/cannabislicensing/
https://justice.gov.bc.ca/cannabislicensing/

Cannabis Legalization in Canada
Alberta

 One of the first provinces to develop and implement a recreational
regime
 Hybrid retail model

O Alberta Gaming, Liquor and Cannabis Commission (AGLC) responsible for
licensing, distribution and online sales

O Private operators responsible for brick and mortar sales
 Primarily governed by

d Gaming, Liquor and Cannabis Act

0 Gaming, Liquor and Cannabis Regulations
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Cannabis Legalization in Canada
Alberta

 May buy, posses and consume cannabis in Alberta if you are 18
or over

« Can have up to 30 grams of dried cannabis (or equivalent) in
public

« Can grow a maximum of four plants per household

 May smoke/vape cannabis in public subject to certain
restrictions
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Cannabis Legalization in Canada
Alberta

« AGLC is responsible for licensing and enforcement

 Licences are non-transferable and automatically terminate on a
change of control

e LPs that wish to open a retail store must comply with separation of
business requirements

 Retail stores may sell cannabis, cannabis accessories and other
prescribed things

 Must be a prescribed distance from various sensitive sites
e Processing of applications has currently been suspended
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Cannabis Legalization in Canada
Ontario

« Adopted hybrid retail model similar to Alberta
O Ontario Retail Cannabis Corporation responsible for distribution
O OCS responsible for online retail sales
O Private operators responsible for brick and mortar retail sales
« No private distribution or online sales
 Primarily governed by:
O Cannabis Control Act, 2017
Ontario Cannabis Retail Corporation Act, 2017
Cannabis Licence Act, 2018
Smoke-Free Ontario Act, 2017
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Cannabis Legalization in Canada
Ontario

 May buy, consume and grow recreational cannabis in Ontario
If you are 19 or over

« Can have up to 30 grams of dried cannabis (or equivalent) in
public

 Can grow a maximum of four plants per household

« Can smoke cannabis in certain public places subject to some
restrictions

LexMundi

World Ready



Cannabis Legalization in Canada
Ontario

 Alcohol and Gaming Commission of Ontario is the regulator and
licensing authority

« Will begin accepting applications on December 17, 2018 with a
view to having stores open on April 1, 2019

e Stores can sell cannabis, cannabis accessories and shopping bags
 Persons under 19 are not allowed on site

 Must be located at least 150 meters from certain schools

e Ontario expects to initially have 500-1000 retail locations

 LPs and their “affiliates” are limited to one store authorization
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Cannabis Legalization in Canada
Manitoba

Legislation:

* The Liquor, Gaming and Cannabis Control Act
 The Non-Smokers Health Protection Act
 The Public Schools Act

Regulatory Authorities:

» Liquor, Gaming & Cannabis Authority (LGCA): regulates, licenses,
iInspects, audits

 Manitoba Liquor & Lotteries Corporation (MBLL): manages
distribution to licensed private sector retailers

» Growth, Enterprise and Trade (GET): monitors the sector for
expansion opportunities, supply and demand
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Cannabis Legalization in Canada
Manitoba

Legal Age: 19
e note: drinking age is 18

Public Consumption:

e cannabis cannot be consumed in an indoor (restaurant, arena),
or outdoor public space (parks, streets, sidewalk, beach)

* includes e-cigarettes, vaping

Home Cultivation
e not permitted in Manitoba
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Cannabis Legalization in Canada
Manitoba

private sector operates all retail locations in the Province
» supply managed by distributors approved by the Province

Cultivation (Federal) — Processing (Federal) — Distribution
(Provincial) — Liquor & Lotteries Corporation (Provincial) —
Retailers (Provincial) — Consumers (Provincial)

 Manitoba has made marked effort to include Indigenous-affiliated
entities in retail landscape

* NO mMinors permitted to view, or allowed in stores
» written materials (LGCA approved) handed to purchasers
e advertisements must contain social responsibility message

LexMundi

World Ready



Cannabis Legalization in Canada
Atlantic Canada

Newfoundland &
Labrador:
Government- regulated
distribution but
permitting private
licensed retailers

Nova Scotia, New
Brunswick, & Prince
Edward Island:
Integrated,
Government-regulated
& owned distribution &
retailing system
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Three of four Atlantic Provinces (Nova Scotia, New Brunswick, and Prince Edward Island) have integrated, government regulated and owned distribution and retailing system.
Newfoundland and Labrador has adopted government regulated distribution but permitting private licensed retailers.



Cannabis Legalization in Canada

Atlantic Canada

o .

Div. of NS Liquor
Corp.

Cannabis Control Act:
Possibility of future
non-government
retailers
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Separate Crown Corp.

Cannabis Control Act:
Possibility of future
non-government
retailers

Separate Crown Corp.

Legislation prohibits retail sale of cannabis except by authorized persons
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Government owned distribution and retailer
In NS, distribution / retail of cannabis is done by a division of Nova Scotia Liquor Commission
In NB & PEI, separate corporations established pursuant to legislation
Structure of NS & NB Cannabis Control Act leave open possibility of future non-government retailers
In each case, legislation prohibits retail sale of cannabis except by authorized persons (which, as noted, are to date the government entities
These entities have entered into supply agreements with various Canadian licensed producers
Like other Canadian jurisdictions, currently there are supply constraints




Cannabis Legalization in Canada
Atlantic Canada
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NL Liquor Corp.
Licenses retailers;
Authorizes LPs to sell products to
licensed retailers; and
Controls wholesale & retail pricing

Legislation prohibits sale of cannabis except per licence
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Distribution controlled by Newfoundland and Labrador Liquor Corporation
Corporation empowered to issue licenses to retailers
Corporation also issues authorizations to licensed producers to sell products to licensed retailers
Corporation controls pricing both at wholesale and retail level
Similar to NS/NB/PEI, general prohibition of sales of cannabis except pursuant to license
Wholesale distributors pay a percentage of gross profit to NL government arising out of sales to NL retailers


Cannabis Legalization in Canada
Québec

* Only the Société Quebecoise du Cannabis (“SQDC”) can buy
cannabis from a cannabis producer, transport it, store it and sell it

« Statutory age for the purchase, use and possession of cannabis
IS set at 18, which corresponds to the minimum age required to
obtain and consume alcohol and tobacco in Quebec

* Production of cannabis for personal use is prohibited, even
though the Cannabis Act allows this practice
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Transport

Only the Société québécoise du cannabis, a person it authorizes, a cannabis producer or any other person determined by government regulation may transport, including delivery, and store cannabis for commercial purposes.
The Government may, by regulation, prescribe the standards and conditions applicable to the transportation and storage of cannabis.
The Quebec Act does not forbid the transportation of cannabis in transit in Québec. In the absence of any evidence to the contrary, the transportation of cannabis without a bill of lading indicating the names and addresses of the shipper and the receiver constitutes proof that it is intended for delivery in Québec.


Mission : 
Purchasing cannabis produced for commercial purposes from a cannabis producer
Operating retail cannabis points of sale
Selling cannabis using internet
Authorizing a person to transport, deliver  and store cannabis on its behalf



Cannabis Legalization in Canada
Québec

e To be authorized to enter into a sales contract with the SQDC, a
producer must first obtain authorization to contract from the
Autorité des marchés financiers (“AMF”) as if it were a public
contract covered by the Act respecting public bodies contracts

* In appraising the high standards of integrity expected from a
cannabis producer, the AMF will consider the cannabis producer’s
funding sources

 Even if a producer holds a Health Canada license, there is no
guarantee that it will then be able to do business with the SQDC
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Mission : 
Purchasing cannabis produced for commercial purposes from a cannabis producer
Operating retail cannabis points of sale
Selling cannabis using internet
Authorizing a person to transport, deliver  and store cannabis on its behalf



Cannabis Legalization in Canada
Québec

Prohibited when it:
* Is intended for minors
* Is made in a false or misleading manner or likely to create a false
impression
e associates cannabis use with a lifestyle
e uses certificates or testimonials
e uses a slogan

* Includes a text that refers to real or fictional people, characters or
animals

e contains something other than text, with a few exceptions.

s distributed other than in newspapers and written magazines with at
least 85% of their readers over the age of 18
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Cannabis Legalization in Canada
Québec

* Prohibited to smoke cannabis where tobacco is already
prohibited, in hospitals, educational institutions and other
buildings that are accessible to the public

e Possible to smoke in some indoor environments provided that the
Installation of a smoking area is permitted

* Visible signs indicating areas where smoking is prohibited must
be installed

e &

LOI COMCERMANT LA LUTTE CONTRE
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Questions?
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Contact Detalls

Tricia Kuhl,

Blake, Cassels & Graydon LLP
tricia.kuhl@blakes.com

Tel: 514.982.5020

Chris Nyberg

Blake, Cassels & Graydon LLP
chris.nyberg@blakes.com

Tel: 416.863.4252

Jeff Hoyt

Mclinnes Cooper
|effrey.hoyt@mcinnescooper.com
Tel: 506.643.6535

Al Hudec

Farris Vaughan Wills & Murphy LLP
ahudec@farris.com

Tel: 604.661.9356

Leilani Kagan

Thompson Dorfman Sweatman LLP
ljk@tdslaw.com

Tel: 204.934.2363
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