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Imperial Brands PLC Diversifies Next Generation Product Portfolio
to Provide Further Options for Future Growth

Imperial Brands PLC (Imperial) is pleased to announce a research and development
partnership with Auxly Cannabis Group Inc. (Auxly), a listed Canadian cannabis company. As
part of the transaction Imperial will invest CAD123 million (£75 million) by way of a convertible
debenture and grant Auxly global licences to its vaping technology and access to its
innovation business Nerudia.

Matthew Phillips, Imperial’'s Chief Development Officer, said: “Diversifying our NGP portfolio
with this investment provides Imperial with further options for future growth and builds on
last year's investment in Oxford Cannabinoid Technologies. Auxly’s unique assets and
capabilities, including strong science and product development credentials, make it an ideal
partner for Imperial in the legal Canadian cannabis market.”

Legalised cannabis is a highly requlated adjacent sector to tobacco. Following an extensive
evaluation of the Canadian market Imperial selected Auxly as its partner of choice due to the
high calibre of its assets, people and capabilities. Imperial's investment will accelerate the
delivery of Auxly’'s business plan ahead of significant regulatory change to the Canadian
cannabis market in October 2019.

The transaction grants Auxly global licences to Imperial’s vaping technology and research and
development capabilities for cannabis use. The shared ability to rapidly innovate as the
Canadian market evolves is key to future growth and Auxly will work closely with a small
dedicated team from Nerudiain developing a portfolio of new and enhanced brands and
products.

As part of the transaction, Imperial will be offered one of five director positions and one non-
voting observer on Auxly’s Board; these individuals will have limited involvement in the
operational running of the business. In addition, the Chair of Imperial’s Product Stewardship
and Health Group will sit on Auxly’s Safety Board, which will have oversight of the controls in
place to ensure the safety, efficacy, and quality of Auxly’s products.

This transaction builds on Imperial’s initial investment in the cannabis sector in June 2018,
when it took a stake in Oxford Cannabinoid Technologies (OCT). OCT is a biopharmaceutical
company licensed by the UK Home Office that is focused on researching, developing, and
licensing cannabinoid-based compounds and therapies.

Auxly Overview

Auxly, listed on the TSX Venture Exchange and headquartered in Toronto, has a diversified
supply of raw cannabis and hemp from sources in Canada and Uruguay. The company is led
by a highly experienced leadership team drawn from the cannabis sector and complementary
industries, such as consumer goods, pharmaceuticals, and other highly regulated industries,
including alcohol and tobacco. The team has a relentless focus on science, safety and duty of
care when creating new cannabis brands and products. This includes robust scientific
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assessment of products and ensuring that all manufacturing, sale, and marketing activities
fully comply with the law and Auxly’s own high standards.

Auxly’s science and product development activities are principally undertaken by two wholly
owned subsidiaries: Dosecann Inc. (Dosecann) and KGK Science Inc. (KGK). Dosecann is a
state-of-the-art licensed facility with in-house analytical testing, extraction, R&D, product
development and manufacturing capabilities. Dosecann has developed a portfolio of high-
quality medical, wellness and adult-use products for launch following the legalisation of
derivative products in Canada. KGK is a contract research organisation that serves many of
North America’s leading nutraceutical, natural health products and consumer packaged goods
companies. As well as providing clinical research services to clients to substantiate claims for
their products, KGK also provides extensive regulatory affairs expertise. No other company in
the Canadian cannabis industry has the combined in-house capabilities of Auxly through its
ownership of Dosecann and KGK.

Transaction Structure

Imperial will invest CAD123 million (£75 million) by way of a debenture convertible into 19.9
per cent of Auxly’s current share capital at a price of C$0.81 per share. The term of the
convertible debenture is three years, at a 4 per cent interest rate. Imperial will have the right
to convert the debenture into Auxly shares at any time during the three-year term. If at the end
of the term Imperial has not converted, the debenture will be repayable in full.

In entering into this transaction, Imperial has given extensive consideration to the laws
applicable to making an investment in the legal cannabis market in Canada and has taken the
appropriate steps to ensure that it is operating in compliance with such laws. The transaction
1s subject to customary closing conditions including approval of the TSX Venture Exchange.

Cannabis Market Overview

The legalisation and regulation of cannabis in Canada is governed by the Cannabis Act, which
provides a strict framework for controlling the production, distribution, sale and possession of
cannabis products. The government has stated that the purpose of the Act is to prevent youth
from accessing cannabis and to displace the illegal cannabis market. Imperial and Auxly
support these goals and are committed to developing and selling high quality branded
products that stringently adhere to all requlations.

Regulation in Canada will further liberalise in October 2019 when the legal sale of derivative
products, such as cannabis edibles, cannabis extracts (vapes) and cannabis topicals (lotions,
oils) will be permitted. Vaping products are widely expected to be the fastest growing segment
of the derivative market.

The legal Canadian cannabis market is currently estimated to be worth CS3 billion a year and
is forecast to grow to around CS$10 billion by 2025. The market for derivative cannabis products
is expected to be worth CS6 billion by 2025.
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Cautionary Statement
Certain statements in this announcement constitute or may constitute forward-looking statements.

Any statement in this announcement that is not a statement of historical fact including, without
limitation, those regarding the Company’s future expectations, operations, financial performance,
financial condition and business is or may be a forward-looking statement. Such forward-looking
statements are subject to risks and uncertainties that may cause actual results to differ materially
from those projected or implied in any forward-looking statement. These risks and uncertainties
include, among other factors, changing economic, financial, business or other market conditions.
These and other factors could adversely affect the outcome and financial effects of the plans and
events described in this announcement. As a result, you are cautioned not to place any reliance on
such forward-looking statements. The forward-looking statements reflect knowledge and information
available at the date of this announcement and the Company undertakes no obligation to update its
view of such risks and uncertainties or to update the forward-looking statements contained herein.
Nothing in this announcement should be construed as a profit forecast or profit estimate and no
statement in this announcement should be interpreted to mean that the future earnings per share of
the Company for current or future financial years will necessarily match or exceed the historical or
published earnings per share of the Company. This announcement has been prepared for, and only for
the members of the Company, as a body, and no other persons. The Company, its Directors, employees,
agents or advisers do not accept or assume responsibility to any other person to whom this
announcement 1s shown or into whose hands it may come and any such responsibility or liability is
expressly disclaimed.
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