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PRESENTATION |

Operator® Good day, ladies and gentlemen, andoneddo the Aleafia Health third
Quatrter results conference call.

(Operator Instructions)

| would now like to turn the call over to NicholBergamini, Head of Investor Relations.
You may begin.

Nicholas Bergamini® Thank you, and thank you toning us for Aleafia Health's 2019
Third Quarter Results Call. Joining me is CEO, @&egfBenic; and CFO, Benjamin
Ferdinand.

This morning, Aleafia Health filed its third quart2019 financial statements and
associated management discussion and analysislDARBHElease note that this call
contains forward-looking statements and refleatscibmpany's current expectations.

By their nature, forward-looking statements invokvewn and unknown risks,
uncertainties and other factors that may causecual results, performance or
achievements or other future events to be matgwi#ilerent from any future events,
performance or achievements expressed or implieslibly forward-looking statements.
Geoffrey and Benjamin will now deliver remarks.

Geoffrey, over to you.

Geoffrey Benic® Thank you, Nick, and thank yowto stakeholders for being with us
today. Aleafia Health third quarter, by a wide maygurned out to be the best quarter in
the history of our young company. As we demonstatestantial improvements in every
single key operating metric. This marks the seammsecutive quarter, reaching both
major increases in revenue and major decreasegense.

| believe we're unique amongst our peers in thganeée My most important mandate as a
CEO when | joined this very new company in the snaof 2018, was to meet the right



hires at the senior management level and give themauthority to execute their
individual responsibilities. The executional foamfghis team is clearly apparent. At this
time last year, the sum of our business was a 7s0@re-foot indoor growing operation
and our Canabo Medical Clinics. We've come a loag since then.

But the objective, as articulated by our board €himian Santino, has been very clear
from day one, to be the global leaders in Canddsi#th and wellness. We believe that
responsible sustainable growth today means avoitiegnistakes we've seen across the
industry as operational facilities are closed, emomplete facilities are mothballed and
both frontline staff and senior management offgele gone.

To continue scaling, our Canada's ecosystem gighadl continue to lean on our second
mover advantage. Case and point, our outdoor canfedility in rightsized greenhouse,
which features the most modern growing automatchrology.

Last year, cannabis companies’ valuations werddi¢ite square footage of their
cultivation facilities. This created a perverseittto build or buy the largest cultivation
facility possible. The consequences of these agt@wa just beginning to be felt in the
industry. We decided to pursue a different routeusing on ultra-low-cost cultivation
and high margin production.

Last year, we made a bet on outdoor cultivatiorsdite major roadblocks and
uncertainties surrounding licensing time, we corgaeur successful inaugural 2019
outdoor grow harvest, yielding 10,300 kilogramslof flower at an all-in cost of $0.10
per gram to harvest.

Our current plan is to extract the entire harvest ase it for our high-margin oil-based
products. Our present cannabinoid content, whiphesents the true underlying value of
the harvest was only slightly below the cannabircmdtent of cannabis growing in our
small batch indoor growing facilities.

We can now say that Aleafia Health is among theskivproducers in the Canadian
cannabis industry. Next year, we will benefit frarmuch earlier growing season, and
increased automation and economies of scale agpané our outdoor cultivation
facility to 3.7 million square feet or 86 acresrrdéhe present 26 acres today.

We continue to remain extremely focused on our boeness, growing, producing,
selling and exporting high-margin cannabis heatith @ellness products. Relative to our
other LPs, we are able to sell a higher propomibour oil-based products versus dry
flowers relative to our total sales.

As a result, we realized an average revenue par granedical sales of $15.11 per gram
equivalent sold. This represents among the highé&sanada, and again, this is coupled

with our low-cost production. Our team's primargue has been and will continue to be
repeating these successes on a larger scale.



As such, we are building out our sales team inrkaykets for recreational and both
Canadian and international medical sales. Fronodyation standpoint, we made a
substantial progress over recent months. We anagddditional extraction machinery

at our operational Paris facility in order to eressadequate extraction capacity to process
the 2019 outdoor harvest.

Our Paris facility handles all extraction, packagiarder fulfillment for our medical add-
on use and international sales. Likewise, the PRaseansion, interior and exterior
Paris facility is 100% complete and is entirely idated to the extraction production
packaging distribution of finished cannabis produ@ihe new Paris facility will be able
to extract [1,115 thousand] -- 1,115 kilograms f bwer equivalent annually.

The cannabis Canada health and wellness ecosystdmiitycontinues to separate from
our peers. Today, prospective patients can vightysician at our medical cannabis
clinics, take proprietary education courses throoghfully edge academy and purchase
emblematic medical cannabis products through aagrated experience.

This ecosystem creates loyalty amongst patientsuliimately has led to a major
increase in medical cannabis sales while most ppears see their corresponding
revenue segment or decline.

Our clinic expertise and education platform, al@ntp products continue to be a major
value-add for our international partners. For ine& our educational platform, Fully
Edge Academy, is now available and being used bgagpibing physicians in Australia,
where our medical cannabis products are alreadyairket.

Over the last six months, investors have clearipalestrated their lack of confidence in
the cannabis industry. Some of these sector-widdiésican be attributed to a slow
rollout of retail stores and other regulatory chafles. But clearly, investors are rightly
demanding a clear path to profitability, executiccellence and a focus on disciplined,
sustained growth. With continued revenue growth@mdent allocation of capital, we're
on the right track.

I'll now pass it over to our CFO, Benjamin Ferdidan

Benjamin Ferdinand™ Thank you, Geoffrey, and gomatning. Aleafia Health continues
to demonstrate that our business model has velydagiers to entry and provide us

with the lowest cost structure in the industry wotie of the highest margins in the space.
We are focused on owning the medical health anthesd cannabis space globally.

Disciplined, [true] allocation of capital remaingare focus of our management team
across all divisions, and that is now clearly reprged today. Examples of our model in
action is our new outdoor cultivation with a casistoonly $0.08 per gram, while being
able to have high-margin medical products solcafoaverage of over $15 per gram.
That is a recipe for a very high-margin business.



I'd like to highlight some of the key metrics Geeff spoke to at a high level. As we said
in previous earnings calls, earlier this year, wgegienced a large number of expenses

directly related to the Emblem acquisition, whigvé now been fully worked through in

previous quarters. Total expenses declined quaxer-quarter by 30%.

If we compare third quarter 2019 to first quartei2, total expenses have declined 59%.
This expense discipline has occurred at the sameeds we have vastly expanded our
production facilities and scaled our business.

From an industry sales perspective, we agree wint analyst commentary that
company is relying on LP to LP wholesale saleslesare particularly vulnerable to
declining prices and demand. For us, our focu®iy different. We sell high-margin
cannabis health and wellness products directhateepts. This quarter, packaged
consumer products sold in the medical and recreatimarkets represented 94% of our
net cannabis revenue. This distinguishes ourséaasour peers.

To continue this trend, we believe firmly in ownitige patient experience. From a
medical market perspective, LPs generally offerilainproducts in comparable prices.
We, on the other hand, offer not only high-quatitgdical grade products, but also
access to physician specialists and our mediaaksliand our fully edge academy
education platform.

Our active registered emblem medical patients aswd 48% quarter-over-quarter to
over 10,000 patients. A core focus of our busimaide to continue this trend. Our
Canabo Medical Clinics and GrowWise Health cergeresapproximately 3,400 unique
patients per month, positioning us for further gifewr he unit economics of our products
remain very strong. This will keep margins verythapmpared to other LPs, who are
now experiencing significant price and margin coesgron.

Quarter-over-quarter, gross profit before fair eafidjustments increased 265%.
However, we believe, from a production standpoig,have significantly more upside.
First and foremost, in the input material from outdoor grill, which is cash cost of only
$0.08 program to harvest from indoor will greatigluce our cost per -- cost per gram
and cost of goods sold in the future and createat@nvironment for high margins. This
(inaudible) of production is a fraction of someooir peers.

In addition, we continue to benefit from econonvéscale as we increased our sales
footprint just as we saw in this quarter.

Next, I'll turn to our balance sheet. Our balartoees is very, very strong and we're in a
great position today. As at September 30, 201%adeover $51 million in cash, along
with an additional $6 million in marketable seciastfor a total of $57 million in cash
and marketable securities. We also had $83 milliomorking capital. We're in a very,
very strong liquidity position and allow us for@om to invest.



As we've said, our operating costs have decline2/®yver the course of 2019. During
that time, we have undertaken major capital prejtan (inaudible) Greenhouse, the
Phase 2 expansion of the Paris facility and thdaartgrowth facility, all of which are
now substantially complete. We believe this putg e excellent position as we
progress towards becoming cash flow positive.

Geoff, over to you.

Geoffrey Benic® Thank you, Benjamin. In closingyvmusly, we are pleased to have
made a major step forward in all core areas ofboisiness. However, we believe there
remains a lot of room to grow, and our now veteremmagement teams remains as
motivated as ever to continue on this trajectorgvét ever have | ever posed so
confident in our business. And let's not forget tha best is yet to come.

Operator, over to you.

QUESTIONS AND ANSWERS

Operator™ (Operator Instructions)
Our first question is coming from the line of GidgLeish with MR.

Greg McLeish™ Congratulations on the quarter. dustuple of questions. | think you
indicated that you'd be extracting all of the owidgrow and using it for your own
products. Does that mean that you -- | mean, iflyad excess oil, would you actually
want to sell that to another license producers?

They could -- if they couldn't do it themselves?i©this all -- do you think that all of the
product that you're going to be extracting, besitessary for your product development
next year?

Benjamin Ferdinand”™ Yes. Thanks, Greg. Benjamio& focus is on selling to the end
consumer. And so when you think about our distrdsuéind our priority, it's focused on
selling to our medical patients, first and foremdsid we also have the recreation over-
the-counter channel.

But as you know, we also have an internationafquiat to be able to distribute our
products to end users as well. And so our goaa#iy to take the outdoor harvest
extracted into high-quality medical grade produwtd distribute to end consumers in
Canada and globally.

Geoffrey Benic" Greg, I'd like to add to that aallwis that oil, cannabis oil produced in
Canada with our ecosystem is in very, very high alenglobally. And we're exporting
our entire ecosystem in our platform in many judsdns internationally. And it's in
very, very high demand.



Greg McLeish™ Great. And just moving over to tlutigation assets. You're still
awaiting the licensing of the Niagara Greenhousg.\Bu're also -- you do have a huge
expansion going on next year with your outdoor ghowoes this mean that your CapEx
is effectively complete and that we should seddaer CapEx going forward?

Benjamin Ferdinand”™ Yes. It's Benjamin. Yes. S@fbur facilities are substantially
complete, and we have very little CapEx remaining.

Greg McLeish™ Great. And just could you maybe flistuss a bit about your strategy
for retail products for cannabis 2.0, more aimethatrecreational market and not the
medical market and sort of how you're progresdiege?

Benjamin Ferdinand”™ Yes. It's Benjamin. So onthefreasons why we had our outdoor
low-cost cultivation was to prepare us for cann&s And the way that we think about
our model is focused on cash flow and being radillgent on our capital allocation. So
we're not trying to build everything ourselves. ¥Weatorking with partners to be able to
get the best-in-class expertise and technologyé&hbave a number of partnerships that
we'll be announcing in the near term.

Geoffrey Benic™ Yes. So I'd like to add to addafeally to cannabis 2.0 products,

Greg. We'll be producing them when we receivedraaraled license for our Paris Phase
2 expansion. There's a lot we're doing behind ¢kees to ensure we are ready. We have
licensed, as Ben mentioned, a lot of large intéonat brands. We'll see coming out of
California, including the formations productionsokv-how and across a wide range of
formats, and we're going to be a big player in eé@m2.0 space.

Not to mention that with our retail partnershiptiwthe (inaudible) private equity in one
plant. You're going to start seeing a few morehoke stores and a flagship one in the

GTA, where we are going to have -- on the shelngbose flagship stores in these key
markets in Ontario, and it's a big part of ourtsigg going forward.

Greg McLeish”™ Great. And just one final questioonf me. Your G&A spend and sales
and marketing and everything through the quartey @eavn a lot. | mean, is this a good
run rate going forward? | mean, you guys -- | mehis, is a great trend going forward.
But is it sort of sustainable? Or is there goinggéosome increase in spending going
forward?

Benjamin Ferdinand”™ Yes. It's Benjamin. So ouu®is not wasting money and
streamlining our operations. So it is a good legeit stands right now. But as you can
imagine, as we ramp up sales growth, we'll havavest. But as you know us and you've
seen us -- we'll be investing very prudently anly anfew.

Geoffrey Benic So the team is -- Greg, the tesuntact. Very excited. And everyone
loves come to work every day. And everyone is excébout executing and continue to
becoming the lowest cost producer with the beslyicts and the best outreach in our



medically vertically integrated ecosystem here. Aodn tell you the excitement in the
office every day, it's just is unbelievable.

Greg McLeish™ And just what -- just sort of a h{fpetical question. You're going to be
doing 86 acres of outdoor next year. Are you hatiRg come to you that are having
trouble growing indoor, asking you to potentiallpy outdoor for them to get biomass?

Benjamin Ferdinand”™ Yes. It's Benjamin. | wonéal to specifics. But as Geoff's
highlighted, are us being a leader in the outdpace and low-cost grow is really
changing the industry, and you're seeing a lohe$¢ players in the space with overbuilt
infrastructure and massive investments in indodrwahatnot realizing their errors of
their ways.

And we are getting a number of calls. But we'raufmxl on, as we said, delivering our
products to the end consumer and making sure xpatrience makes sense. And we'll
look at opportunities as they come up.

Operator™ Our next question coming from the lih&lliam (inaudible) with Eight
Capital.

Unidentified Participant® Hey, it's (inaudiblemy on from Graeme. And congrats on a
pretty solid quarter. My first question, and apadsg | cut out over earlier, so | might
have missed this. But | was wondering if you cagilte an update on licensing timelines
for the Paris and Niagara facilities?

Geoffrey Benic™ So I'll speak to that. So our Péarcility. So let's start with the Niagara
greenhouse. So the greenhouse construction is etenpind we can operate this facility
within two weeks in securing our licensing. We haweongoing dialogue with Health
Canada, we remain optimistic that we are gettingecto the -- to the licensing of that
facility.

Our (inaudible) Phase 2, we're expecting our outtge- our outdoor by 60 acres for
next year. The construction of the new site is alnemtirely complete, and we'll be
submitting our licensing amendment application(foaudible) package later this year.
Our Paris Phase 2, and that's our Paris produfamiity 2, expansion is 100% complete.
And we'll have an update on submitting our sitelence package very, very soon.

Unidentified Participant® Okay, great. So | notidbat finished inventory was $5.6
million in the quarter. So it's -- let's just st equates to about 1,000 to 1,400
kilograms, plus the over 10,000 kilograms from oatd

So just wondering how you guys are feeling abowgiiory levels between now and next
year as you kind of wait for the next outdoor hat?eAnd just if there is any delays with
Niagara? Like do you guys see wholesale as a pakeaiternative to kind of increase
supply? So --



Benjamin Ferdinand” [I'll thank you for that questilt's Benjamin, we'll split into two
components. On the -- your second point, we'rdauking at wholesale as a supply.
We're focused on having our own product, low-cost laeing able to call the margin
ourselves.

And on the first point, we feel very good about swentory levels, as we talked about, a
combination of our finished good inventory, our Wwar progress inventory that we're
continuing to finish as well as we've already st@dthe process and extract some of the
outdoor grow as well. We feel very good about owentory level.

Unidentified Participant® Okay. Just kind of om thutdoor extraction. With you guys
seeing potency, like just under normal levels. Do think you'll extract all of that
harvest? Or do you think you could sell a littleibto the market?

Benjamin Ferdinand™ When you say into the mankat, mean LP to LP?
Unidentified Participant® Yes. Or even directlyarike the distributors.

Benjamin Ferdinand® Got it. Yes, so the questsymiould we sell some of it as flower
or extract everything, correct?

Unidentified Participant® Yes.

Benjamin Ferdinand”™ Yes. | mean, so for us, tHag¢nvwyou look at our core patient base,
it actually is over 80% non flower. They're redibgused on the extract. These are the
baby boomers, people who are focused on reallytrhaad wellness and taking how
they treat their body very seriously. So for uswiér is a relatively small component. So
for the most part, all of it will be extracted framatdoor and passed through to our
expectations.

Geoffrey Benic” | just want to make a note thesevall. We have 3,400 patients coming
through our clinic every month. We're convertinggé patients on to the Emblem
platform. Now that we have sustained input matenmal reliable info material, our goal

is to crystallize a sale with every single instgton a complete basis.

That is our goal. That is our sales initiatives.v8ith that said, not to mention the
international experience opportunities that we'gerbspeaking to, where our oil into
platform are very high demand. We think that wgeng to be in a great position to sell-
through and not have to rely on wholesale.

Australia and Germany are two big opportunitiesusrin Germany, we're in the process
now of finalizing our agreement and licensing aettigg our products. And you think
that, that is going to be a great opportunity feras well.



Unidentified Participant® Perfect. And just onstlgquestion for me. Just kind of looking
outside the rec market here, and looking into wéelkeand the medical market. | noticed
you guys had some wholesale revenue like LP tanLtRe quarter.

| was just kind of wondering what your outlook @ that? Like are you guys seeing
prices coming down significantly? And how do yoyest that trend for you guys? And
kind of the same thing for the medical market. Hiwyou guys see that growing as
retail continues to expand in adult use?

Benjamin Ferdinand”™ Yes, that's a good questiomedn, our focus, as we've said, is
focusing on selling into our medical help them ba &cosystem. So for us, as we
published, our average revenue per gram is $1§npen equivalent in the medical space.
So that's the area that we're really laser-focased\nd | spend that we're seeing very
strong prices.

Geoffrey Benic® We've got a captive audience, mgitioned. When you have 3,400
patients coming through our door monthly becauseloveave the cannabis. It presents a
great opportunity for us to check continue selimgur brands.

So our brands are -- what's important to us and differentiator to us in getting our
patients and some of our out-of-use consumershetbio our brands and the benefits of
brands as we continue to grow the stickiness oboamds.

Operator® That concludes the Aleafia Health tlgjudrter results Conference Call.
Thank you for listening. You may now disconnect.



