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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.

O

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. [

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company”
and “emerging growth company” in Rule 12b-2 of the Exchange Act.

29 ¢

Large accelerated filer O Accelerated filer
Non-accelerated filer O Smaller reporting company
(Do not check if a smaller reporting company) Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for
complying with any new or revised financial accounting standards pursuant to Section(7)(a)(2)(B) of the Securities Act. [J
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CALCULATION OF REGISTRATION FEE

Proposed
Maximum
Aggregate Proposed
Offering Maximum Amount of
Amount to be Price Aggregate Registration
Title of Each Class of Securities to be Registered Registered(1) Per Share Offering Price Fee
Shares of common stock, par value $0.0001, held by selling
stockholders 13,004,202 $ 1.08 (2) $14,044,53820 $  1,748.55
Shares of common stock, par value $0.0001, issuable upon
conversion of convertible notes held by selling stockholders 3,125,000 $ 1.08(2) $ 3,375,000 $ 420.19
Shares of common stock, par value $0.0001, issuable upon
exercise of warrants held by a selling stockholder 13,039,601 $ 1.08 (2) $14,082,769.10 $ 1,753.30
TOTAL 29,168,803 -- $31,502,307.30 $  3,922.04 (5)

(1) Pursuant to Rule 416 under the Securities Act, the shares of common stock being registered hereunder include such indeterminate
number of shares as may be issuable with respect to the shares of common stock being registered hereunder as a result of stock

splits, stock dividends or similar transactions.

(2) Estimated solely for the purpose of calculating the amount of registration fee pursuant to Rule 457(c) under the Securities Act.
The proposed maximum offering price per share and proposed maximum aggregate offering price are based upon the average of
the high and low bud prices of the shares of common stock as of August 23, 2018 as quoted on the OTCQB of $1.08.

(3) The filing fee of $3,922.04 is being paid concurrently with the filing of this registration statement on Form S-1
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WE HEREBY AMEND THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS MAY BE NECESSARY TO
DELAY ITS EFFECTIVE DATE UNTIL WE SHALL FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES
THAT THIS REGISTRATION STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH
SECTION 8(a) OF THE SECURITIES ACT, OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME EFFECTIVE
ON SUCH DATE AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(a),
MAY DETERMINE.
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The information contained in this prospectus is not complete and may be changed. The selling stockholders may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an
offer to sell these shares, and the selling stockholders are not soliciting an offer to buy these shares in any state where the offer or
sale is not permitted.

Subject To Completion: Dated August 28, 2018

+HRCLS

CANNABIS LIFE SCIENCES

CLS HOLDINGS USA, INC.

29,168,803 Common Shares

This Prospectus (this “Prospectus”) relates to up to 29,168,803 shares of common stock, par value $0.0001 (the “Common
Shares”), of CLS Holdings USA, Inc., a Nevada corporation (the “Company”), that may be offered for sale by the selling stockholders
identified in this Prospectus (collectively, the “Selling Stockholders”). Such Common Shares consist of:

e 13,004,202 Common Shares (the “Shares”) held by Selling Stockholders as of August 28, 2018;

e 3,125,000 Common Shares (“Note Shares”) acquirable upon the conversion of convertible notes (“Convertible Notes”)
held by Selling Stockholders as of August 28, 2018; an

e 13,039,601 Common Shares (“Warrant Shares”, collectively with the Shares and Note Shares, the “Offered Shares”)
acquirable upon exercise of common stock purchase warrants (“Warrants”) held by Selling Stockholders on August 28,
2018.

The Shares, Notes and Warrants were acquired by the Selling Stockholders in private placement transactions with the Company.
See “Selling Stockholders”. The Selling Stockholders or their pledgees, assignees or successors-in-interest may offer and sell or otherwise
dispose of the Offered Shares from time to time through public or private transactions at prevailing market prices, at prices related to
prevailing market prices or at privately negotiated prices. The Selling Stockholders will bear all commissions and discounts, if any,
attributable to the sales of Offered Shares. We will bear all other costs, expenses and fees in connection with the registration of the Offered
Shares. See “Plan of Distribution” for more information about how the Selling Stockholders may sell or dispose of their Offered Shares.

We are not selling any securities under this Prospectus and will not receive any of the proceeds from the sale of Offered by the
Selling Stockholders. The Special Warrants are not available for purchase pursuant to this Prospectus and no additional funds are to be
received by the Company from the distribution of the Unit Shares and Warrants upon the deemed exercise of the Special Warrants.
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The outstanding Common Shares are quoted for trading on the OTCQB Venture Market (“OTCQB”) under the symbol “CLSH”.
On August 23, 2018, the closing bid price of the Common Shares on the OTCQB was $1.08. The Company has applied to list the
Common Shares on the Canadian Stock Exchange (the “CSE”). The listing of the Common Shares will be subject to the Company
fulfilling all the listing requirements of the CSE, which cannot be guaranteed.

Investing in our Common Shares involves a high degree of risk. See “Risk Factors” beginning on page 9 of this Prospectus.
Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has approved or

disapproved of these securities or determined if this Prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this Prospectus is
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GENERAL MATTERS

Unless otherwise noted or the context indicates otherwise “we”, “us”, “our”, “CLSH” or the “Company” refer to CLS Holdings
USA, Inc. and its direct and indirect subsidiaries.

Certain capitalized and other terms and phrases used in this Prospectus are defined in the “Glossary of Terms” beginning on page
103.

References to “management” in this Prospectus means the senior officers of the Company and/or its operating subsidiaries, as the
case may be. See “Directors and Executive Officers”. Any statements in this Prospectus made by or on behalf of management are made in
such persons’ capacities as officers of the Company and not in their personal capacities.

Prospective purchasers should rely only on the information contained in this Prospectus. We have not authorized any other person
to provide prospective purchasers with additional or different information. If anyone provides prospective purchasers with additional or
different or inconsistent information, including information or statements in media articles about the Company, prospective purchasers
should not rely on it. Prospective purchasers should assume that the information appearing in this Prospectus is accurate only as at its date,
regardless of its time of delivery or of any distribution of Offered Shares. The Company’s business, financial conditions, results of
operations and prospects may have changed since that date.

The Company presents its Consolidated Financial Statements (as defined below) in United States dollars. Unless otherwise
indicated, all references to dollar amounts in this Prospectus are to United States dollars. Reference to “United States” or “U.S.” are
references to the United States of America.

CAUTIONARY NOTE TO INVESTORS

This Prospectus qualifies the distribution of securities of an entity that derives all of its revenues from the cannabis industry in certain U.S.
states, which industry is illegal under U.S. federal Law. CLSH is directly involved in the cannabis industry through the production,
cultivation and sale of medical and adult-use cannabis in the State of Nevada, which has regulated such activity.

The cultivation, sale and use of cannabis is illegal under federal law pursuant to the U.S. Controlled Substance Act of 1970 (the
“Controlled Substance Act”). Under the Controlled Substance Act, the policies and regulations of the United States Federal Government
and its agencies are that cannabis has no medical benefit and a range of activities including cultivation and the personal use of cannabis is
prohibited. The Supremacy Clause of the United States Constitution establishes that the United States Constitution and federal laws made
pursuant to it are paramount and in case of conflict between federal and state law, the federal law shall apply.

Despite the current state of the federal law and the Controlled Substance Act, the states of California, Nevada, Massachusetts, Maine,
Washington, Oregon, Colorado, Vermont and Alaska, and the District of Columbia, have legalized recreational use of cannabis.
Massachusetts and Maine have not yet begun recreational cannabis commercial operations. In early 2018, Vermont became the first state
to legalize recreational cannabis by passage in a state legislature, but does not allow commercial sales of recreational cannabis. Although
the District of Columbia voters passed a ballot initiative in November 2014, no commercial recreational operations exist because of a
prohibition on using funds for regulation within a federal appropriations amendment to local District spending powers.

In addition, over half of the U.S. states have enacted legislation to legalize and regulate the sale and use of medical cannabis, while other
states have legalized and regulate the sale and use of medical cannabis with strict limits on the levels of THC.

The Company's objective is to capitalize on the opportunities presented as a result of the changing regulatory environment governing the
cannabis industry in the United States and Canada. Accordingly, there are a number of significant risks associated with the business of the
Company. Unless and until the United States Congress amends the Controlled Substance Act with respect to medical and/or adult-use
cannabis (and as to the timing or scope of any such potential amendments there can be no assurance), there is a risk that federal authorities
may enforce current federal law, and the business of CLSH or one or more of CLSH’s subsidiaries may be deemed to be producing,
cultivating, extracting or dispensing cannabis in violation of federal law in the United States.

i
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For these reasons, the Company’s involvement in the United States cannabis market may subject the Company to heightened scrutiny by
regulators, stock exchanges, clearing agencies and other Canadian authorities. There are a number of significant risks associated with the
business of the Company. As a result, the Company may be subject to significant direct and indirect interaction with public officials. There
can be no assurance that this heightened scrutiny will not in turn lead to the imposition of certain restrictions on the Company’s ability to
operate in the U.S. or any other jurisdiction. See sections entitled “Risk Factors” and “Our Business — United States Regulatory
Environment -Enforcement of United States Federal Laws”.

FORWARD-LOOKING STATEMENTS

This Prospectus contains “forward-looking statements” within the meaning of within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which is also referred to as
“forward-looking information” that relate to the Company’s current expectations and views of future events. The forward-looking
information is contained principally in the sections entitled “Prospectus Summary”, “Our Business”, “Management’s Discussion and
Analysis” and “Risk Factors”.

CLINY3

In some cases, the forward-looking information can be identified by words or phrases such as “may”, “might”, “will”, “expect”,
“anticipate”, “estimate”, “intend”, “plan”, “indicate”, “seek”, “believe”, “predict” or “likely”, or the negative of these terms, or other
similar expressions intended to identify forward-looking information. The Company has based this forward-looking information on its
current expectations and projections about future events and financial trends that it believes might affect its financial condition, results of
operations, business strategy and financial needs. This forward-looking information includes, among other things, information and

statements relating to:

e the Company’s expectations regarding its revenue, expenses and operations

e the Company’s anticipated cash needs, its needs for additional financing, changes to its dividend policies

e the Company’s intention to grow the business and its operations, including the addition of retail stores, grow operation expansion
and the Greenhouse Expansion

e the Company’s anticipated phases and timing of the expansion at the Warehouse Facility and the Greenhouse Expansion and the

production capacity thereof

the expected growth in the number of consumers using the Company’s products

the expected growth of the Cannabis industry in Nevada and in the U.S.

medical benefits, viability, safety, efficacy and dosing of cannabis

expectations with respect to future production costs and capacity

expectations regarding regulatory approvals of the Oasis Acquisition

expectations with respect to the renewal and/or extension of the Company’s licenses

expectations with respect to the Company’s plan to apply for additional retail store licenses

expectations with respect to the effects the Company’s recently awarded patent will have on costs and revenues

market reception of the Company’s current product offerings and other new delivery mechanisms produced by the Company for

use by consumers

the Company’s competitive position and the regulatory environment in which the Company operates

e any commentary related to the legalization of medical or recreational cannabis and the timing related to such commentary or
legalization

Forward-looking information is based on certain assumptions and analyses made by the Company in light of the experience and
perception of historical trends, current conditions and expected future developments and other factors it believes are appropriate, and are
subject to risks and uncertainties. Although we believe that the assumptions underlying this information is reasonable, they may prove to
be incorrect, and we cannot assure that actual results will be consistent with this forward-looking information. Given these risks,
uncertainties and assumptions, prospective investors should not place undue reliance on this forward-looking information. Whether actual
results, performance or achievements will conform to the Company’s expectations and predictions is subject to a number of known and
unknown risks, uncertainties, assumptions and other factors, including those listed under “Risk Factors”, which include:

il
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ongoing compliance with regulatory requirements relating to our business

changes in laws, regulations and guidelines relating to our business

risk of prosecution of cannabis business at the federal level in the U.S. due to ambiguity of law in relation to medical cannabis and
cannabis business

reliance on current research regarding the medical benefits, viability, safety, efficacy and dosing of cannabis

a history of losses

failure or delay in grow the business and its operations, including the addition of retail stores, grow operation expansion and the
Greenhouse Expansion

failure or delay in the anticipated phases and timing of the expansion at the Warehouse Facility and the Greenhouse Expansion
and a consequently reduced production capacity

reliance on Management and loss of members of Management or other key personnel or an inability to attract new management
team members

inability to raise financing to fund on-going operations, capital expenditures or acquisitions

inability to realize growth targets

requirement of additional financing

competition in our industry

inability to acquire and retain new clients

inability to develop new technologies and products and the obsolescence of existing technologies and products

vulnerability to rising energy costs

vulnerability to increasing costs and obligations related to investment in infrastructure, growth and regulatory compliance
regulatory approval of the Oasis Acquisition

dependence on third party transportation services to deliver our products

unfavorable publicity or consumer perception

product liability claims and product recalls

reliance on key inputs and their related costs

dependence on suppliers and skilled labor

difficulty associated with forecasting demand for products

operating risk and insurance coverage

inability to manage growth

conflicts of interest among our officers and directors

environmental regulations and risks

managing damage to our reputation and third party reputational risks

inability to adequately protect the Company’s intellectual property due to Cannabis being illegal under U.S. federal law

potential reclassification/re-categorization of cannabis as a controlled substance in the U.S.

changes to safety, health and environmental regulations

exposure to information systems security threats and breaches

management of additional regulatory burdens

volatility in the market price for the Common Shares

potential imposition of additional sales practice requirements by the SEC

no dividends for the foreseeable future

future sales of Common Shares by existing shareholders causing the market price for the Common Shares to fall
the issuance of Common Shares in the future causing dilution

If any of these risks or uncertainties materialize, or if assumptions underlying the forward-looking information proves incorrect,

actual results might vary materially from those anticipated in the forward-looking information.

Forward-looking information in this Prospectus is provided as of the date of this Prospectus, and we disclaim any obligation to

update any forward-looking information, whether as a result of new information or future events or results, except to the extent required
by applicable securities laws. Accordingly, potential investors should not place undue reliance on forward-looking information.

iii
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MARKET AND INDUSTRY DATA

Unless otherwise indicated, information contained in this Prospectus concerning the Company’s industry and the markets in
which it operates, including its general expectations and market position, market opportunities and market share, is based on information
from independent industry organizations, other third-party sources (including industry publications, surveys and forecasts) and
management studies and estimates.

Unless otherwise indicated, the Company’s estimates are derived from publicly available information released by independent
industry analysts and third-party sources as well as data from the Company’s internal research, and include assumptions made by the
Company which it believes to be reasonable based on its knowledge of the Company’s industry and markets. The Company’s internal
research and assumptions have not been verified by any independent source, and the Company has not independently verified any third-
party information. While the Company believes the market position, market opportunity and market share information included in this
Prospectus is generally reliable, such information is inherently imprecise. In addition, projections, assumptions and estimates of the
Company’s future performance and the future performance of the industry and markets in which it operates are necessarily subject to a
high degree of uncertainty and risk due to a variety of factors, including those described under the heading “Forward-Looking Statements”
and “Risk Factors”.

FINANCIAL STATEMENT PRESENTATION IN THIS PROSPECTUS
The following financial statements (the “Consolidated Financial Statements”), prepared in accordance with U.S. GAAP, have
been included in this Prospectus:
(a) the audited annual financial statements of the Company for the fiscal years ended May 31, 2018 and May 31, 2017,

(b) the interim financial statements of Alternative Solutions, LLC (“ Alternative Solutions™) as at and for the three month
periods ended March 31, 2018 and 2017;

(c) the audited consolidated financial statements of Alternative Solutions for the years ended December 31, 2017 and
December 31, 2016; and

(d) pro forma financial information of the Company and Alternative Solutions for the 3 month period ending February 28,
2018 and the 12 month period ended May 31, 2017.

iv
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this Prospectus and does not contain all of the information that
you should consider in making your investment decision. Before investing in our securities, you should carefully read this entire
Prospectus, including our financial statements and the documents to which we refer you. The following summary is qualified in its
entirety by reference to the detailed information appearing elsewhere in this Registration Statement on Form S-1 (the “Registration
Statement”) of which this Prospectus is a part. Readers should not assume that the information contained in this Prospectus is accurate
as of any date other than the date on the cover page of this Prospectus. Certain capitalized terms and phrases used in this Prospectus
are defined in the “Glossary of Terms” beginning on page 103.

Our Business
Overview

The Company owns 100% of Alternative Solutions, a Nevada-based holding company that owns three separate entities with
licenses to operate four different types of cannabis businesses within the State of Nevada: Serenity Wellness Center, LLC dba Oasis
Cannabis; Serenity Wellness Growers, LLC dba City Trees Fresh Cannabis Cultivation Wholesale; and Serenity Wellness Products,
LLC dba City Trees Fresh Cannabis Production Wholesale. Oasis currently operates a retail marijuana dispensary within walking
distance to the Las Vegas Strip. City Trees Cultivation and City Trees Production currently operate a small-scale cultivation and
product manufacturing facility, respectively, as well as a wholesale distribution operation in North Las Vegas.

Oasis’ retail dispensary is a single location operation in Nevada. It intends to apply for several additional retail store licenses in
September 2018 when the Nevada Department of Taxation, its primary regulator, opens the application period. The existing location,
which is easily accessible by tourists, is currently open 24 hours per day for walk-in customers and in-store pickup. It also delivers
cannabis to residents between the hours of 10:00 AM and 8:00 PM. The central location provides logistical convenience for delivery to
all parts of the Las Vegas valley.

City Trees’ wholesale operations began sales to third parties in August 2017. It had made sales to over 25 external customers
by Q2 2018. Its existing product line includes vaporizers, tinctures, capsules, and concentrates. Raw materials for manufacturing are all
sourced from third parties so there is a significant opportunity to capture additional margin after construction is completed on the
Greenhouse Expansion (as defined below). City Trees currently occupies 1,150 square feet in a 22,000 square feet warehouse.
Management expects the facility to produce over 500 pounds of cannabis per month when it is operating at capacity. City Trees plans to
use state of the art LED grow lights to dramatically reduce energy costs from what they would be with conventional methods. The
lights will be used with a vertical racking system that can accommodate up to three tiers of cannabis plants. This method increases the
overall size of the growth canopy that can be placed within a single building. The warehouse also has an approximately 34,000 square
feet enclosed yard that can be used for a greenhouse. The Greenhouse Expansion is planned to commence in late 2019. It will further
reduce raw materials and manufacturing costs by using mostly sunlight instead of electricity. See “Our Business”.

The Company’s principal business offices are located at 11767 South Dixie Highway, Suite 115, Miami, Florida 33156.
History and Recent Developments

The Company was initially incorporated on March 31, 2011 as Adelt Design, Inc. under Chapter 78 of the Nevada Revised
Statutes. On April 29, 2015, the Company entered into a merger agreement with CLS Labs and a newly-formed, wholly-owned
subsidiary and effected the Merger. Upon the consummation of the Merger, the separate existence of the wholly-owned subsidiary
ceased and CLS Labs, the surviving corporation in the Merger, became a wholly owned subsidiary of the Company, with the Company
acquiring the stock of CLS Labs, abandoning its previous business, and adopting the existing business plan and operations of CLS Labs.

Since 2014, one of the founders of CLS Labs has been developing a proprietary method of extracting cannabinoids from
cannabis plants and converting the resulting cannabinoid extracts into concentrates such as oils, waxes, edibles and shatter. Recently,
the Company began pursuing other revenue producing opportunities, which resulted in the Acquisition. See “Our Business - History”.
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Darling Capital Note

On February 5, 2018, the Company entered into a securities purchase agreement with Darling Capital LLC, (“Darling”),
whereby Darling agreed to purchase a 8% convertible promissory note in the aggregate principal amount of $550,000 from the
Company due, subject to the terms therein, eighteen (18) months from the date of issuance, for a purchase price of $500,000. Darling
may, at its option, convert all or a portion of the note and accrued but unpaid interest into Common Shares at a conversion price of
$0.3125 per share. The note also contains a reset feature, whereby, absent certain exceptions, if the Company issues equity securities at
an effective price less than $0.3125 per Common Share, the conversion price of the note will be reset to such lower price. The
Company also issued Darling a three-year common stock purchase warrant to purchase 400,000 Common Shares at an initial exercise
price of $0.75 per share.

Unit Offering

On February 7, 2018, the Company received gross proceeds of $1,087,500 from a private offering of 800,000 units at a price
of $1.25 per unit. Each unit consisted of four Common Shares and one warrant to purchase one Common Share at $0.75 per Common
Share.

Efirat Investments Note

On February 16, 2018, the Company entered into a securities purchase agreement with Efrat Investments LLC, (“Efrat”),
whereby Efrat agreed to purchase a 8% convertible promissory note in the aggregate principal amount of $55,000 from the Company
due, subject to the terms therein, eighteen (18) months from the date of issuance, for a purchase price of $50,000. Efrat may, at its
option, convert all or a portion of the note and accrued but unpaid interest into Common Shares at a conversion price of $0.3125 per
share. The note also contains a reset feature, whereby, absent certain exceptions, if the Company issues equity securities at an effective
price less than $0.3125 per Common Share, the conversion price of the note will be reset to such lower price. The Company also issued
Efrat a three-year common stock purchase warrant to purchase 40,000 Common Shares at an initial exercise price of $0.75 per share.

May Convertible Note Financing

On May 11, 2018, the Company entered into a securities purchase agreement with YA II PN, Ltd., a Cayman Island exempted
limited partnership, pursuant to which the Company agreed to sell to YA II ON, in two closings, (i) convertible debentures in the
aggregate principal amount of $1,250,000, plus accrued interest, which may be converted into Common Shares, at the discretion of
either the investor or the Company in accordance with the terms of the debentures, and (ii) five-year warrants to purchase an aggregate
of 3,125,000 Common Shares at $0.60 per share. At the first closing, which occurred on May 14, 2018, we issued a $750,000
debenture and a warrant to purchase 1,875,000 Common Shares. At the second closing, which occurred on July 20, 2018, we issued a
$500,000 debenture and a warrant to purchase 1,250,000 additional Common Shares. The debentures bear interest at the rate of 8% per
annum. If an event of default occurs and for so long as such event of default remains uncured, the interest rate on the debentures shall
immediately become 15% per annum and shall remain at such increased interest rate until the applicable event of default is cured.

Commencing on December 1, 2018 and on the first day of each month thereafter through July 1, 2019, the Company shall pay
to the Investor one-eighth of the principal amount of the debentures, plus accrued and outstanding interest, plus 20% of the of the
installment amount for installment amounts due within 180 days following the date of execution of the securities purchase agreement,
and 25% of the installment amount for installment amounts due thereafter in cash or by converting such installment amount into
Common Shares, if the Company has met the applicable conditions for such a conversion and as long as the conversion does not exceed
certain maximum amounts.

Pursuant to the terms of the debentures, YA II PN may elect to convert any portion of the principal and accrued interest under
the debentures into Common Shares at a fixed conversion price of $0.40 per share. In addition, the Company may, at its sole
discretion, make an installment payment using Common Shares.
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2018 Special Warrant Financing

On June 20, 2018, the Company closed the Special Warrant Offering for aggregate gross proceeds of CAD$13,037,859.
Canaccord Genuity Corp. acted as the sole agent and sole bookrunner in connection with the Offering. Pursuant to the Special Warrant
Offering, the Company issued 28,973,019 Special Warrants, at a price of CAD$0.45 per Special Warrant. Each Special Warrant was
automatically exercisable, for no additional consideration, into one unit (a “Unit”) consisting of one Unit Share and one Warrant on the
earlier of: (i) the date that is five business days following the date on which the Company obtains a Receipt from the Securities
Commissions for a (final) prospectus qualifying the distribution of the Units issuable upon exercise of the Special Warrants, and (ii)
October 28, 2018. On August 20, 2018, the number of Units acquirable upon deemed exercise of the Special Warrants was
automatically adjusted from one Unit per Special Warrant to 1.1 Units per Special Warrant due to the Company not having obtained that
required Receipt from the Securities Commissions to qualify the distribution of the Units by that date. See “Our Business - History —
2018 Special Warrant Financing”.

Acquisition of Alternative Solutions

On June 27, 2018, the Company completed the purchase of all of the membership interests in Alternative Solutions and the
Oasis LLCs from the members of such entities (other than Alternative Solutions). The closing occurred pursuant to a Membership
Interest Purchase Agreement entered into between the Company and Alternative Solutions on December 4, 2017, as amended. Pursuant
to the Acquisition Agreement, the Company acquired all of the membership interests in Alternative Solutions, the parent of the Oasis
LLCs, from its members, and the membership interests in the Oasis LLCs owned by members other than Alternative Solutions. See
“Our Business - History — Acquisition of Alternative Solutions”.

Appointment of New Officers for CLS Nevada

On July 1, 2018, CLS Nevada, Inc., the Company’s wholly-owned operating subsidiary, appointed Mr. Benjamin Sillitoe as its
new Chief Executive Officer and Mr. Don Decatur as its new Chief Operating Officer.

Appointment of New Chief Financial Officer

On July, 24, 2018, Mr. David Lamadrid resigned as the Company’s President and Chief Financial Officer and the Company
appointed Mr. Frank Tarantino as its new Chief Financial Officer.

August Koretsky Note

On August 6, 2018, the Company issued a convertible promissory note to Newcan Investment Partners LLC, an entity owned
by Frank Koretsky, a director of the Company, in the amount of $75,000.00, to finalize the terms of repayment with respect to a certain
loan made to the Company by Newcan Investment Partners LLC on May 4, 2018. The Koretsky note is unsecured and bears interest at
the rate of 10% per annum. No payments are required until October 1, 2019, at which time all accrued interest becomes due and
payable. Principal will be paid in eight equal quarterly installments, together with interest accrued thereon, beginning on January 1,
2020. The note may be prepaid by the Company with no penalty at any time upon thirty days written notice. The holder of the Koretsky
note may, at any time prior to payment or prepayment in full, convert all principal and accrued interest thereunder, in whole or in part,
into securities of the Company. For each $0.40 converted, the holder will receive one Common Share.

August Private Placement

Between August 8, 2018 and August 10, 2018, the Company entered into five subscription agreements, pursuant to which the
Company agreed to sell, for an aggregate purchase price of $2,750,000, 6,875,000 units ($0.40 per unit), representing (i) 6,875,000
Common Shares and (ii) three-year warrants to purchase an aggregate of 6,875,000 Common Shares at an exercise price of $0.60 per
share. The warrants provide that they are callable at any time after the bid price of the Company’s Common Shares exceeds 120% of
the exercise price of the warrants for a period of 20 consecutive business days. The subscription agreements require us to file, on or
before November 1, 2018, a registration statement with the U.S. Securities and Exchange Commission registering the Common Shares
and Common Shares acquirable upon exercise of the warrants issued to such investors. If we fail to file the registration statement on or
before that date, we must issue to such investors an additional number of units equal to ten percent (10%) of the units originally
subscribed for by the investor (which will include additional warrants at the original exercise price).




Table of Contents

Our Operations and Products

Dispensary Operations

Oasis opened as a medical cannabis dispensary in 2015 and began retail sales to adults over the age of 21 on July 1, 2017.
Oasis is a top retail cannabis destinations in Nevada and has earned a reputation for its core values and unique customer experience.
Customers and patients can browse the selection of inventory in a display and ask questions to qualified staff with minimal wait times.
Automated payments allow for safety, convenience, and scalability. See “Our Business — Dispensary Operations”.

Cultivation, Production & Wholesale Sales Operations

City Trees wholesale operations primarily consists of purchasing finished distilled cannabis oil from third party vendors and

formulating it into a variety of finished products for sales and distribution to retail cannabis stores and medical dispensaries throughout
Nevada.

The vaporizer and concentrate product line of City Trees consists of proprietary blends of cannabis oil and terpenes filled into
custom branded City Trees vaporizers that utilize ceramic heating technology to deliver clean, even heat without using a wick like most
traditional vaporizers. The product line of capsules is known as City Caps and includes CBD and THC blends in ratios of 10 to 1, 4 to
1, and 1 to 4. The blends are named CBD, Rise, and Rest, respectively. The recently introduced line of tinctures include a 20 to 1, 10 to
I,and a 1 to 1 CBD to THC ratio as well as a THC only version. See “Our Business — Cultivation, Production and Wholesale Sales
Operations” and “Our Business — Product Line”.
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Common Shares Offered By the Selling
Stockholders

Offering Price

Use of Proceeds

Common Shares Outstanding as of August 24,
2018

OTCQB

Risk Factors

Dividend Policy

Listing

The Offering

29,168,803 Common Shares including:
e 13,004,202 Shares;

e 3,125,000 Note Shares; and

e 13,039,601 Warrant Shares.

Determined at the time of sale by the Selling Stockholders

The Company will not receive any proceeds from the sale
of the Common Shares by Selling Stockholders covered by
this Prospectus.

75,425,207 Common Shares

The shares are quoted on the OTCQB under the symbol
“CLSH”.

Investing in the Common Shares involves a high degree of
risk. See “Risk Factors” beginning on page 7 of this
prospectus.

The Company currently intends to retain any future
earnings to fund the development and growth of our
business. Therefore, the Company does not currently
anticipate paying cash dividends.

The Company has applied to list the Common Shares on
the CSE. The listing of the Common Shares will be subject
to the Company fulfilling all the listing requirements of the
CSE, which cannot be guaranteed. See “Plan of
Distribution”.
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Selected Financial Data

The following historical financial information should be read in conjunction with the section entitled “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our financial statements and the related notes included
elsewhere in this Prospectus. The historical results are not necessarily indicative of results to be expected for any future periods:

Balance Sheet Data May 31,2018 May 31,2017
Cash $ 52,964 $ 78,310
Current assets $ 54,374 $ 79,720
Total assets $ 2,105272 $ 131,940
Current liabilities $ 2,689,148 $§ 1,826,478
Total Liabilities $ 2,733,052 $§ 2,018,478
Stockholders’ equity (deficit) $  (627,780) § (1,886,538)
Total liabilities and stockholders’ equity $ 2,105272 $ 131,940
Year Ended Year Ended

Statements of Operations Data: May 31,2018 May 31, 2017
Total Revenues $ -5 -
Cost of goods sold $ -3 -
Net income (loss) $ (9,577,484) $ (4,865,724)
Net loss per share attributable to common stockholders, basic and diluted $ 0.24) $ (0.23)
Weighted average shares used to compute net loss per share attributable to

common stockholders, basic and diluted $ 39,224,613 $ 20,778,785
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Summary Pro Forma Financial Information
Below is the pro forma financial information of the Company and Alternative Solutions for the nine month period ending February 28,
2018 and the 12 month period ended May 31, 2017. This financial information is derived from the pro forma financial statements

attached to this Prospectus. Neither the information below nor the pro forma financial statements have been audited.

For the Nine Months Ended

February 28,
Alternative CLS USA Pro Forma
Solutions, Holdings,
LLC Inc. Combined
Revenue $ 5,139,555 $ - $§ 5,139,555
Cost of goods sold 3,258,388 - 3,258,388
Gross Profit 1,881,167 - 1,881,167
Operating expenses:
General and administrative 2,485,475 1,135,475 3,620,950
Professional fees 141,070 695,086 836,156
Guaranteed payments to members 96,250 - 96,250
Depreciation and amortization 122,696 993 123,689
Total operating expenses 2,845,491 1,831,554 4,677,045
Net operating loss (964,324) (1,831,554) (2,795,878)
Other income (expense):
Interest expense (60,141) (2,316,145) (2,376,286)
Gain on settlement of debt - 3,480 3,480
Loss on modification of debt - (29,145) (29,145)

Loss on note exchange
Loss on extinguishment of debt

(404,082) (404,082)
(989,032) (989,032)

Change in fair value of derivative - (25,863) (25,863)
Total other income (expense) (60,141) (3,760,787) (3,820,928)
Net loss $ (1,024,465) $ (5,592,341) § (6,616,806)
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Revenue
Cost of goods sold
Gross Profit

Operating expenses:
General and administrative
Professional fees
Guaranteed payments to members
Startup costs
Depreciation and amortization
Total operating expenses

Net operating loss

Other income (expense):
Interest expense
Loss on modification of related party debt
Loss on modification of debt
Change in fair value of derivative
Total other income (expense)

Net loss

For the Year Ended
May 31, 2017
Alternative CLS USA Pro Forma
Solutions, Holdings,
LLC Inc. Combined
$ 1,367,196 $ - 1,367,196
1,164,617 - 1,164,617
202,579 - 202,579
1,230,352 717,446 1,947,798
354,158 750,446 1,104,604
84,563 141,739 226,302
142,629 1,324 143,953
1,811,702 1,610,955 3,422,657
(1,609,123) (1,610,955) (3,220,078)
(83,390) (2,571,171) (2,654,561)
(375,630) (951,239) (1,326,869)
- (43,334) (43,334)
- 310,975 310,975
(459,020) (3,254,769) (3,713,789)
$ (2,068,143) $§ (4,865,724) $ (6,933,867)
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RISK FACTORS

An investment in our securities is subject to numerous risks, including the risk factors described below. You should carefully
consider the risks, uncertainties, and other factors described below, in addition to the other information set forth in this Prospectus, before
making an investment decision with regard to our securities. Any of these risks, uncertainties, and other factors could materially and
adversely affect our business, financial condition, results of operations, cash flows, or prospects. In that case, the trading price of our
Common Shares could decline, and you may lose all or part of your investment. See also “Forward-Looking Statements.”

Risks Related to the Marijuana Industry

Cannabis continues to be a Controlled Substance under the United States Federal Controlled Substances Act and our business may
result in federal civil or criminal prosecution.

The Company will be directly engaged in the medical and adult-use cannabis industry in the U.S. where local state law permits
such activities however all such activities remain illegal under federal law in the U.S.. Investors are cautioned that in the U.S., cannabis is
highly regulated at the state level. To our knowledge, there are to date a total of 30 states, and the District of Columbia, Puerto Rico and
Guam that have legalized medical cannabis in some form, including California, although not all states have fully implemented their
legalization programs. Nine states and the District of Columbia have legalized cannabis for adult use. Fifteen additional states have
legalized high-CBD, low THC oils for a limited class of patients. Notwithstanding the permissive regulatory environment of cannabis at
the state level, cannabis continues to be categorized as a Schedule I controlled substance under the Controlled Substances Act (codified in
21 U.S.C.A. Section 812). Under United States federal law, a Schedule I drug is considered to have a high potential for abuse, no accepted
medical use in the United States, and a lack of accepted safety for the use of the substance under medical supervision. Federal law
prohibits commercial production and sale of all Schedule I controlled substances, and as such, cannabis-related activities, including
without limitation, the importation, cultivation, manufacture, distribution, sale and possession of cannabis remain illegal under U.S. federal
law. It is also illegal to aid or abet such activities or to conspire or attempt to engage in such activities. Strict compliance with state and
local laws with respect to cannabis may neither absolve the Company of liability under U.S. federal law, nor provide a defense to any
federal proceeding brought against the Company. An investor’s contribution to and involvement in such activities may result in federal
civil and/or criminal prosecution, including, but not limited to, forfeiture of his, her or its entire investment, fines and/or imprisonment.

An appropriations rider contained in the fiscal year 2015, 2016, 2017, and 2018 Consolidated Appropriations Acts provides
budgetary constraints on the federal government’s ability to interfere with the implementation of state-based medical cannabis laws. The
Ninth Circuit Court of Appeals and other courts have interpreted the language to mean that the DOJ cannot expend funds to prosecute
state-law-abiding medical cannabis operators complying strictly with state medical cannabis laws. The Amendment prohibits the federal
government from using congressionally appropriated funds to prevent states from implementing their own medical cannabis laws. The
Amendment remains in effect through September 30, the end of the 2018 fiscal year, at which point Congress will decide whether to
approve its extension. Continued reauthorization of the Amendment is predicated on future political developments and cannot be
guaranteed. If the Amendment expires, federal prosecutors could prosecute even state-compliant medical cannabis operators for conduct
within the five-year statute of limitations. The Amendment does not protection to state legal adult-use cannabis businesses and the DOJ
may spend funds to prosecute persons that are operating in accordance with state adult use cannabis laws.

Violations of any federal laws and regulations could result in significant fines, penalties, administrative sanctions, convictions or
settlements arising from civil proceedings conducted by either the federal government or private citizens, or criminal charges and
penalties, including, but not limited to, disgorgement of profits, cessation of business activities, divestiture, or prison time. This could have
a material adverse effect on the Company, including its reputation and ability to conduct business, its holding (directly or indirectly) of
medical and adult-use cannabis licenses in the U.S., the listing of its securities on the CSE, its financial position, operating results,
profitability or liquidity or the market price of its publicly traded shares. In addition, it is difficult for the Company to estimate the time or
resources that would be needed for the investigation or defense of any such matters or its final resolution because, in part, the time and
resources that may be needed are dependent on the nature and extent of any information requested by the applicable authorities involved,
and such time or resources could be substantial.
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The approach to the enforcement of cannabis laws may be subject to change, which creates uncertainty for our business.

As a result of the conflicting views between state legislatures and the federal government regarding cannabis, investments in, and
the operations of, cannabis businesses in the U.S. are subject to inconsistent laws and regulations. The so-called “Cole Memorandum”
issued by former Deputy Attorney General James Cole on August 29, 2013 and other Obama-era cannabis policy guidance, discussed
below, provided the framework for managing the tension between federal and state cannabis laws. Subsequently, as discussed below,
Attorney General Jeff Sessions rescinded the Cole Memo and related policy guidance. Although no longer in effect, these policies, and the
enforcement priorities established within, appear to continue to be followed during the Trump administration and remain critical factors
that inform the past and future trend of state-based legalization.

The Cole Memo directed U.S. Attorneys not to prioritize the enforcement of federal cannabis laws against individuals and
businesses that comply with state medical or adult-use cannabis regulatory programs, provided certain enumerated enforcement priorities
(such as diversion or sale of cannabis to minors) were not implicated. In addition to general prosecutorial guidance issued by the DOJ,
FinCEN issued a the FinCEN Memorandum on February 14, 2014 outlining Bank Secrecy Act-compliant pathways for financial
institutions to service state-sanctioned cannabis businesses, which echoed the enforcement priorities outlined in the Cole Memorandum.
On the same day the FinCEN Memorandum was published, the DOJ issued complimentary policy guidance directing prosecutors to apply
the enforcement priorities of the Cole Memo when determining whether to prosecute individuals or institutions with crimes related to
financial transactions involving the proceeds of cannabis-related activities.

On January 4, 2018 Attorney General Jeff Sessions rescinded the Cole Memo, the Cole Banking Memorandum, and all other
related Obama-era DOJ cannabis enforcement guidance. While the rescission did not change federal law, as the Cole Memo and other DOJ
guidance documents were not themselves laws, the rescission removed the DOJ’s formal policy that state-regulated cannabis businesses in
compliance with the Cole Memo guidelines should not be a prosecutorial priority. Notably, Attorney General Sessions’ rescission of the
Cole Memo and the Cole Banking Memorandum has not affected the status of the FinCEN Memorandum issued by the Department of
Treasury, which remains in effect. In addition to his rescission of the Cole Memo, Attorney General Sessions issued a one-page
memorandum known as the “Sessions Memorandum.” The Sessions Memorandum explains the DOJ’s rationale for rescinding all past
DOJ cannabis enforcement guidance, claiming that Obama-era enforcement policies are “unnecessary” due to existing general
enforcement guidance adopted in the 1980s, in chapter 9.27.230 of the USAM. The USAM enforcement priorities, like those of the Cole
Memo, are based on the use of the federal government’s limited resources and include “law enforcement priorities set by the Attorney
General,” the “seriousness” of the alleged crimes, the “deterrent effect of criminal prosecution,” and “the cumulative impact of particular
crimes on the community.” Although the Sessions Memorandum emphasizes that cannabis is a federally illegal Schedule I controlled
substance, it does not otherwise instruct U.S. Attorneys to consider the prosecution of cannabis-related offenses a DOJ priority, and in
practice, most U.S. Attorneys have not changed their prosecutorial approach to date. However, due to the lack of specific direction in the
Sessions Memorandum as to the priority federal prosecutors should ascribe to such cannabis activities, there can be no assurance that the
federal government will not seek to prosecute cases involving cannabis businesses that are otherwise compliant with state law.

Such potential proceedings could involve significant restrictions being imposed upon the Company or third parties, while
diverting the attention of key executives. Such proceedings could have a material adverse effect on the Company’s business, revenues,
operating results and financial condition as well as the Company’s reputation and prospects, even if such proceedings were concluded
successfully in favour of the Company. In the extreme case, such proceedings could ultimately involve the criminal prosecution of key
executives of the Company, the seizure of corporate assets, and consequently, the inability of the Company to continue its business
operations. Strict compliance with state and local laws with respect to cannabis does not absolve the Company of potential liability under
U.S. federal law, nor provide a defense to any federal proceeding which may be brought against the Company. Any such proceedings
brought against the Company may adversely affect the Company’s operations and financial performance.
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Uncertainty surrounding existing protection from U.S. federal prosecution may adversely affect our operations and financial
performance.

Pursuant to the Amendment, until September 2018, the DOJ is prohibited from expending any funds to prevent states from
implementing their own medical cannabis laws. If the Amendment or an equivalent thereof is not successfully included in the next or any
subsequent federal omnibus spending bill, the protection which has been afforded thereby to U.S. medical cannabis businesses in the past
would lapse, and such businesses would be subject to a higher risk of prosecution under federal law. Although unlikely, there is a
possibility that all amendments may be banned from federal omnibus spending bills, and if this occurs and the substantive provisions of the
Amendment are not included in the base federal omnibus spending bill or other law, these protections would lapse.

We may be in violation of anti-money laundering laws and regulations which could impact our ability to obtain banking services, result
in the forfeiture or seizure of our assets and could require us to suspend or cease operations.

The Company will be subject to a variety of laws and regulations domestically and in the U.S. that involve money laundering,
financial recordkeeping and proceeds of crime, including the Bank Secrecy Act, as amended by Title III of the Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), the Proceeds of
Crime (Money Laundering) and Terrorist Financing Act (Canada), as amended and the rules and regulations thereunder, the Criminal Code
(Canada) and any related or similar rules, regulations or guidelines, issued, administered or enforced by governmental authorities in the
U.S. and Canada. Since the cultivation, manufacture, distribution and sale of cannabis remains illegal under the Controlled Substances Act,
banks and other financial institutions providing services to cannabis-related businesses risk violation of federal anti-money laundering
statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-remitter statute (18 U.S.C. § 1960) and the Bank Secrecy Act, among other
applicable federal statutes. Banks or other financial institutions that provide cannabis businesses with financial services such as a checking
account or credit card in violation of the Bank Secrecy Act could be criminally prosecuted for willful violations of money laundering
statutes, in addition to being subject to other criminal, civil, and regulatory enforcement actions. Banks often refuse to provide banking
services to businesses involved in the cannabis industry due to the present state of the laws and regulations governing financial institutions
in the U.S. The lack of banking and financial services presents unique and significant challenges to businesses in the cannabis industry.
The potential lack of a secure place in which to deposit and store cash, the inability to pay creditors through the issuance of checks and the
inability to secure traditional forms of operational financing, such as lines of credit, are some of the many challenges presented by the
unavailability of traditional banking and financial services. These statutes can impose criminal liability for engaging in certain financial
and monetary transactions with the proceeds of a “specified unlawful activity” such as distributing controlled substances which are illegal
under federal law, including cannabis, and for failing to identify or report financial transactions that involve the proceeds of cannabis-
related violations of the Controlled Substances Act. The Company may also be exposed to the foregoing risks.

As previously introduced, in February 2014, FinCEN issued the FinCEN Memo providing instructions to banks seeking to
provide services to cannabis-related businesses. The FinCEN Memo states that in some circumstances, it is permissible for banks to
provide services to cannabis-related businesses without risking prosecution for violation of the Bank Secrecy Act. It refers to
supplementary guidance that former Deputy Attorney General James M. Cole issued to federal prosecutors relating to the prosecution of
money laundering offenses predicated on cannabis-related violations of the Controlled Substances Act. Although the FinCEN Memo
remains in effect today, it is unclear at this time whether the current administration will follow the guidelines of the FinCEN Memo.
Overall, the DOJ continues to have the right and power to prosecute crimes committed by banks and financial institutions, such as money
laundering and violations of the Bank Secrecy Act, that occur in any state, including in states that have legalized the applicable conduct
and the DOJ’s current enforcement priorities could change for any number of reasons. A change in the DOJ’s enforcement priorities could
result in the DOJ prosecuting banks and financial institutions for crimes that previously were not prosecuted. If the Company does not
have access to a U.S. banking system, its business and operations could be adversely affected.

Other potential violations of federal law resulting from cannabis-related activities include the Racketeer Influenced Corrupt
Organizations Act (“RICO”). RICO is a federal statute providing criminal penalties in addition to a civil cause of action for acts performed
as part of an ongoing criminal organization. Under RICO, it is unlawful for any person who has received income derived from a pattern of
racketeering activity (which includes most felonious violations of the CSA), to use or invest any of that income in the acquisition of any
interest, or the establishment or operation of, any enterprise which is engaged in interstate commerce. RICO also authorizes private parties
whose properties or businesses are harmed by such patterns of racketeering activity to initiate a civil action against the individuals
involved. Although RICO suits against the cannabis industry are rare, a few cannabis businesses have been subject to a civil RICO action.
Defending such a case has proven extremely costly, and potentially fatal to a business’ operations.
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In the event that any of the Company’s operations, or any proceeds thereof, any dividends or distributions therefrom, or any
profits or revenues accruing from such operations in the United States were found to be in violation of money laundering legislation or
otherwise, such transactions may be viewed as proceeds of crime under one or more of the statutes noted above or any other applicable
legislation. This could restrict or otherwise jeopardize our ability to declare or pay dividends, effect other distributions or subsequently
repatriate such funds back to Canada, and subject the Company to civil and/or criminal penalties. Furthermore, while there are no current
intentions to declare or pay dividends on the Common Shares in the foreseeable future, in the event that a determination was made that the
Company’s proceeds from operations (or any future operations or investments in the United States) could reasonably be shown to
constitute proceeds of crime, we may decide or be required to suspend declaring or paying dividends without advance notice and for an
indefinite period of time. The Company could likewise be required to suspend or cease operations entirely.

We may become subject to federal and state forfeiture laws which could negatively impact our business operations.

Violations of any federal laws and regulations could result in significant fines, penalties, administrative sanctions, convictions or
settlements arising from civil proceedings conducted by either the federal government or private citizens, or criminal charges, including,
but not limited to, seizure of assets, disgorgement of profits, cessation of business activities or divestiture. As an entity that conducts
business in the cannabis industry, the Company will be potentially subject to federal and state forfeiture laws (criminal and civil) that
permit the government to seize the proceeds of criminal activity. Civil forfeiture laws could provide an alternative for the federal
government or any state (or local police force) that wants to discourage residents from conducting transactions with cannabis related
businesses but believes criminal liability is too difficult to prove beyond a reasonable doubt. Also, an individual can be required to forfeit
property considered to be the proceeds of a crime even if the individual is not convicted of the crime, and the standard of proof in a civil
forfeiture matter is lower than the standard in a criminal matter. Depending on the applicable law, whether federal or state, rather than
having to establish liability beyond a reasonable doubt, the federal government or the state, as applicable, may be required to prove that the
money or property at issue is proceeds of a crime only by either clear and convincing evidence or a mere preponderance of the evidence.

Members of the Company located in states where cannabis remains illegal may be at risk of prosecution under federal and/or state
conspiracy, aiding and abetting, and money laundering statutes, and be at further risk of losing their investments or proceeds under
forfeiture statutes. Many states remain fully able to take action to prevent the proceeds of cannabis businesses from entering their state.
Because state legalization is relatively new, it remains to be seen whether these states would take such action and whether a court would
approve it. Members and prospective members of the Company should be aware of these potentially relevant federal and state laws in
considering whether to invest in the Company.

We are subject to certain tax risks and treatments that could negatively impact our results of operations.

Section 280FE of the Internal Revenue Code, as amended, prohibits businesses from deducting certain expenses associated with
trafficking controlled substances (within the meaning of Schedule I and II of the Controlled Substances Act). The IRS has invoked Section
280E in tax audits against various cannabis businesses in the U.S. that are permitted under applicable state laws. Although the IRS issued a
clarification allowing the deduction of certain expenses, the scope of such items is interpreted very narrowly and the bulk of operating
costs and general administrative costs are not permitted to be deducted. While there are currently several pending cases before various
administrative and federal courts challenging these restrictions, there is no guarantee that these courts will issue an interpretation of
Section 280E favorable to cannabis businesses.

Our business in the cannabis industry is subject to heightened scrutiny by regulatory authorities.

For the reasons set forth above, our existing operations in the United States, and any future operations or investments, may
become the subject of heightened scrutiny by regulators, stock exchanges and other authorities in Canada. As a result, the Company may
be subject to significant direct and indirect interaction with public officials. There can be no assurance that this heightened scrutiny will
not in turn lead to the imposition of certain restrictions on our ability to operate or invest in the United States or any other jurisdiction, in
addition to those described herein.

It has been reported by certain publications in Canada that The Canadian Depository for Securities Limited is considering a policy
shift that would see its subsidiary, CDS Clearing and Depository Services Inc. (“CDS”), refuse to settle trades for cannabis issuers that
have investments in the United States. CDS is Canada’s central securities depository, clearing and settlement hub settling trades in the
Canadian equity, fixed income and money markets. CDS or its parent company has not issued any public statement in regard to these
reports. Although the Company currently has no operations in the United States, if CDS were to proceed in the manner suggested by these
publications, and apply such a policy to the Company, it would have a material adverse effect on the ability of holders of Common Shares
to make trades. In particular, the Common Shares would become highly illiquid as investors would have no ability to effect a trade of the
Common Shares through the facilities of a stock exchange.
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In the United States, many clearing houses for major broker-dealer firms, including Pershing LLC, the largest clearing, custody
and settlement firm in the United States, have refused to handle securities or settle transactions of companies engaged in cannabis related
business. Many other clearing firms have taken a similar approach. This means that certain broker-dealers cannot accept for deposit or
settle transactions in the securities of companies, which may inhibit the ability of investors to trade in our securities and could negatively
affect the liquidity of our securities.

In addition, on November 24, 2017, the TMX Group provided an update regarding issuers with marijuana-related activities in the
United States and confirmed that TMX Group will rely on the Canadian Securities Administrators’ recommendation to defer to individual
exchange’s rules for companies that have marijuana-related activities in the United States and to determine the eligibility of individual
issuers to list based on those exchanges’ listing requirements. On February 8, 2018, CDS signed a memorandum (the “CDS MOU”) with
Aequitas NEO Exchange Inc., CNSX Markets Inc., TSX Inc., and TSX Venture Exchange Inc. (collectively, the “ Exchanges”). The CDS
MOU outlines CDS’ and the Exchanges’ understanding of Canada’s regulatory framework applicable to the rules and procedures and
regulatory oversight of the Exchanges and CDS. The CDS MOU confirms, with respect to the clearing of listed securities, that CDS relies
on the Exchanges to review the conduct of listed issuers. As a result, there currently is no CDS ban on the clearing of securities of issuers
with marijuana-related activities in the U.S. However, if CDS were to proceed in the manner suggested by these publications, and apply
such a policy to the Company, it would have a material adverse effect on the ability of Common Shares to make trades. In particular, the
Common Shares would become highly illiquid as investors would have no ability to effect a trade of Common Shares through the facilities
of a stock exchange.

Any restrictions imposed by the CSE or other applicable exchange on the business of the Company and/or the potential delisting
of the Common Shares from the CSE or other applicable exchange would have a material adverse effect on the Company and on the
ability of holders of Common Shares to make trades.

The heightened regulatory scrutiny could have a negative impact on our ability to raise capital.

The Company’s business activities rely on newly established and/or developing laws and regulations in multiple jurisdictions,
including in Nevada. These laws and regulations are rapidly evolving and subject to change with minimal notice. Regulatory changes may
adversely affect the Company’s profitability or cause it to cease operations entirely. The cannabis industry may come under the scrutiny or
further scrutiny by the U.S. Food and Drug Administration, SEC, the DOJ, the Financial Industry Regulatory Authority or other federal,
Nevada or other applicable state or non-governmental regulatory authorities or self-regulatory organizations that supervise or regulate the
production, distribution, sale or use of cannabis for medical or non-medical purposes in the U.S. It is impossible to determine the extent of
the impact of any new laws, regulations or initiatives that may be proposed, or whether any proposals will become law. The regulatory
uncertainty surrounding the Company’s industry may adversely affect the business and operations of the Company, including without
limitation, the costs to remain compliant with applicable laws and the impairment of its ability to raise additional capital, create a public
trading market in the U.S. for securities of the Company or to find a suitable acquirer, which could reduce, delay or eliminate any return on
investment in the Company.

Our business is subject to risk from changing regulatory and political environments surrounding the cannabis industry.

The success of the Company’s business strategy depends on the legality of the marijuana industry. The political environment
surrounding the marijuana industry in general can be volatile and the regulatory framework remains in flux. To our knowledge, there are to
date a total of 29 states, and the District of Columbia, Puerto Rico, the U.S. Virgin Islands and Guam that have legalized cannabis in some
form, including Nevada, and additional states have pending legislation regarding the same; however, the risk remains that a shift in the
regulatory or political realm could occur and have a drastic impact on the industry as a whole, adversely impacting the Company’s
business, results of operations, financial condition or prospects.

Delays in enactment of new state or federal regulations could restrict the Company’s ability to reach strategic growth targets and
lower return on investor capital. The strategic growth strategy of the Company is reliant upon certain federal and state regulations being
enacted to facilitate the legalization of medical and adult-use marijuana. If such regulations are not enacted, or enacted but subsequently
repealed or amended, or enacted with prolonged phase-in periods, the growth targets of the Company, and thus, the effect on the return of
investor capital, could be detrimental. We are unable to predict with certainty when and how the outcome of these complex regulatory and
legislative proceedings will affect its business and growth.
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Further, there is no guaranty that state laws legalizing and regulating the sale and use of cannabis will not be repealed or
overturned, or that local governmental authorities will not limit the applicability of state laws within their respective jurisdictions. If the
federal government begins to enforce federal laws relating to cannabis in states where the sale and use of cannabis is currently legal, or if
existing applicable state laws are repealed or curtailed, the Company’s business, results of operations, financial condition and prospects
would be materially adversely affected. It is also important to note that local and city ordinances may strictly limit and/or restrict
disbursement of marijuana in a manner that will make it extremely difficult or impossible to transact business that is necessary for the
continued operation of the marijuana industry. Federal actions against individuals or entities engaged in the marijuana industry or a repeal
of applicable marijuana related legislation could adversely affect the Company and its business, results of operations, financial condition
and prospects.

The Company is aware that multiple states are considering special taxes or fees on businesses in the marijuana industry. It is a
potential yet unknown risk at this time that other states are in the process of reviewing such additional fees and taxation. This could have a
material adverse effect upon the Company’s business, results of operations, financial condition or prospects.

The commercial, medical and adult-use marijuana industries are in their infancy and we anticipate that such regulations will be
subject to change as the jurisdictions in which we do business matures. The Company has in place a detailed compliance program overseen
and maintained by external state and local regulatory/compliance counsel. The Company’s internal compliance team (consisting of
managers for each respective business unit) implements the compliance program.

The Company’s internal compliance team oversees training for all employees, including on the following topics:

« compliance with state and local laws

» safe cannabis use

« dispensing procedures

* security and safety policies and procedures

* inventory control

e quality control

* transportation procedures

The Company’s compliance program emphasizes security and inventory control to ensure strict monitoring of cannabis and
inventory from delivery by a licensed distributor to sale or disposal. Only authorized, properly trained employees are allowed to access the
Company’s computerized seed-to-sale system.

Additionally, the Company has created comprehensive standard operating procedures that include detailed descriptions and
instructions for monitoring inventory at all stages of development and distribution. The Company will continue to monitor compliance on
an ongoing basis in accordance with its compliance program, standard operating procedures, and any changes to regulation in the
marijuana industry.

Overall, the medical and adult-use marijuana industry is subject to significant regulatory change at both the state and federal level.
The inability of the Company to respond to the changing regulatory landscape may cause it to not be successful in capturing significant

market share and could otherwise harm its business, results of operations, financial condition or prospects.
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The potential re-classification of cannabis in the United States could create additional regulatory burdens on the Company’s operations
and negatively affect our results of operations.

If cannabis and/or CBD is re-categorized as a Schedule II or lower controlled substance, the ability to conduct research on the
medical benefits of cannabis would most likely be improved; however, rescheduling cannabis may materially alter enforcement policies
across many federal agencies, primarily the U.S. Food and Drug Administration (“FDA”). FDA is responsible for ensuring public health
and safety through regulation of food, drugs, supplements, and cosmetics, among other products, through its enforcement authority
pursuant to the Federal Food Drug and Cosmetic Act (“FFDCA”). FDA’s responsibilities include regulating the ingredients as well as the
marketing and labeling of drugs sold in interstate commerce. Because cannabis is federally illegal to produce and sell, and because it has
no federally recognized medical uses, the FDA has historically deferred enforcement related to cannabis to the DEA; however, the FDA
has enforced the FFDCA with regard to hemp-derived products, especially CBD, sold outside of state-regulated cannabis businesses. If
cannabis were to be rescheduled to a federally controlled, yet legal, substance, FDA would likely play a more active regulatory role.
Further, in the event that the pharmaceutical industry directly competes with state-regulated cannabis businesses for market share, as could
potentially occur with rescheduling, the pharmaceutical industry may urge the DEA, FDA, and others to enforce the CSA and FFDCA
against businesses that comply with state but not federal law. The potential for multi-agency enforcement post-rescheduling could threaten
or have a materially adverse effect on the operations of existing state-legal cannabis businesses, including the Company.

Even though certain U.S. and state statutes authorize the cultivation and transportation of CBD under certain circumstances, the
DEA has determined that all CBD products, regardless of origin, are considered Schedule I controlled substances and issued a drug code
for CBD. The United States Court of Appeals for the Ninth Circuit recently heard oral arguments challenging the DEA’s drug code for
“marihuana extracts”. There can be no assurance as to the outcome of this case and regardless of such outcome, the Company is unable to
determine what the impact of this drug code will be on its business.

There is uncertainty regarding the availability of U.S. federal patent and trademark protection.

As long as cannabis remains illegal under U.S. federal law, the benefit of certain federal laws and protections which may be
available to most businesses, such as federal trademark and patent protection regarding the intellectual property of a business, may not be
available to the Company. As a result, the Company’s intellectual property may never be adequately or sufficiently protected against the
use or misappropriation by third-parties. In addition, since the regulatory framework of the cannabis industry is in a constant state of flux,
the Company can provide no assurance that it will ever obtain any protection of its intellectual property, whether on a federal, state or
local level.

Current constraints on marketing our products could adversely affect our sales and results of operations.

The development of the Company’s business and operating results may be hindered by applicable restrictions on sales and
marketing activities imposed by government regulatory bodies. The regulatory environment in the United States limits companies’ abilities
to compete for market share in a manner similar to other industries. If the Company is unable to effectively market its 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 its products, the Company’s sales and results of operations could be adversely affected.

We could experience difficulty enforcing our contracts.

Due to the nature of the Company’s business and the fact that its contracts involve cannabis and other activities that are not legal
under U.S. federal law and in some jurisdictions, the Company may face difficulties in enforcing its contracts in federal and certain state
courts. The inability to enforce any of the Company’s contracts could have a material adverse effect on the Company’s business, operating
results, financial condition or prospects.

Risks Related to the Business
We will require additional financing to support our on-going operations.

The Company will require equity and/or debt financing to support on-going operations, to undertake capital expenditures or to
undertake acquisitions or other business combination transactions. There can be no assurance that additional financing will be available to
the Company when needed or on terms which are acceptable. The Company’s inability to raise financing to fund on-going operations,
capital expenditures or acquisitions could limit its growth and may have a material adverse effect upon the Company’s business, results of
operations, financial condition or prospects.
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If additional funds are raised through further issuances of equity or convertible debt securities, existing shareholders could suffer
significant dilution, and any new equity securities issued could have rights, preferences and privileges superior to those of holders of
Common Shares. 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 the Company to obtain additional capital and to pursue
business opportunities, including potential acquisitions.

We may difficulty continuing as a going-concern.

The financial statements have been prepared on a going concern basis under which an entity is considered to be able to realize its
assets and satisfy its liabilities in the ordinary course of business. The Company’s future operations are dependent upon the identification
and successful completion of equity or debt financing and the achievement of profitable operations at an indeterminate time in the future.
There can be no assurances that the Company will be successful in completing an equity or debt financing or in achieving profitability.
The financial statements do not give effect to any adjustments relating to the carrying values and classification of assets and liabilities that
would be necessary should the Company be unable to continue as a going concern.

We may experience difficulties in generating profits.

The Company may experience difficulties in its development process, such as capacity constraints, quality control problems or
other disruptions, which would make it more difficult to generate profits. A failure by the Company to achieve a low-cost structure
through economies of scale or improvements in manufacturing processes and design could have a material adverse effect on the
Company’s business, prospects, results of operations and financial condition.

We will likely incur significant costs and obligations in relation to our on-going and anticipated business operations.

The Company expects to incur significant ongoing costs and obligations related to its investment in infrastructure and growth and
for regulatory compliance, which could have a material adverse impact on the Company’s results of operations, financial condition and
cash flows. In addition, future changes in regulations, more vigorous enforcement thereof or other unanticipated events could require
extensive changes to the Company’s operations, increased compliance costs or give rise to material liabilities, which could have a material
adverse effect on the business, results of operations and financial condition of the Company.

We are reliant on key employees in the management of our business and loss of their services could materially adversely effect our
business.

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

Our business is heavily regulated which could have a material adverse effect on our results of operations and financial condition.

The business and activities of the Company are heavily regulated in all jurisdictions where it carries on business. The Company’s
operations are subject to various laws, regulations and guidelines by governmental authorities, relating to the manufacture, marketing,
management, transportation, storage, sale, pricing and disposal of medical marijuana and cannabis oil, and also including laws and
regulations relating to health and safety, insurance coverage, the conduct of operations and the protection of the environment. Laws and
regulations, applied generally, grant government agencies and self-regulatory bodies broad administrative discretion over the activities of
the Company, including the power to limit or restrict business activities as well as impose additional disclosure requirements on the
Company’s products and services. Achievement of the Company’s business objectives is contingent, in part, upon compliance with
regulatory requirements enacted by governmental authorities and obtaining all regulatory approvals, where necessary, for the sale of its
products. Similarly, the Company cannot predict the time required to secure all appropriate regulatory approvals for its products, or the
extent of testing and documentation that may be required by governmental authorities. Any delays in obtaining, or failure to obtain
regulatory approvals would significantly delay the development of markets and products and could have a material adverse effect on the
business, results of operations and financial condition of the Company.
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The Company will incur ongoing costs and obligations related to regulatory compliance. Failure to comply with regulations may
lead to possible sanctions including the revocation or imposition of additional conditions on licenses to operate the Company’s business,
the suspension or expulsion from a particular market or jurisdiction or of its key personnel, and the imposition of fines and censures. In
addition, changes in regulations, more vigorous enforcement thereof or other unanticipated events could require extensive changes to the
Company’s operations, increased compliance costs or give rise to material liabilities, which could have a material adverse effect on the
business, results of operations and financial condition of the Company.

Our business is subject to general regulatory risks, which could negatively impact our operations.

The Company’s business is subject to a variety of laws, regulations and guidelines relating to the manufacture, management,
transportation, storage and disposal of marijuana, including laws and regulations relating to health and safety, the conduct of operations
and the protection of the environment. Achievement of the Company’s business objectives are contingent, in part, upon compliance with
applicable regulatory requirements and obtaining all requisite regulatory approvals. Changes to such laws, regulations and guidelines due to
matters beyond the control of the Company may cause adverse effects to the Company.

The Company is required to obtain or renew further government permits and licenses for its current and contemplated operations.
Obtaining, amending or renewing the necessary governmental permits and licenses can be a time-consuming process potentially involving
numerous regulatory agencies, involving public hearings and costly undertakings on the Company’s part. The duration and success of the
Company’s efforts to obtain, amend and renew permits and licenses are contingent upon many variables not within its control, including
the interpretation of applicable requirements implemented by the relevant permitting or licensing authority. The Company may not be able
to obtain, amend or renew permits or licenses that are necessary to its operations. Any unexpected delays or costs associated with the
permitting and licensing process could impede the ongoing or proposed operations of the Company. To the extent permits or licenses are
not obtained, amended or renewed, or are subsequently suspended or revoked, the Company may be curtailed or prohibited from
proceeding with its ongoing operations or planned development and commercialization activities. Such curtailment or prohibition may
result in a material adverse effect on the Company’s business, financial condition, results of operations or prospects.

While the Company’s compliance controls have been developed to mitigate the risk of any material violations of any license it
holds arising, there is no assurance that the Company’s licenses will be renewed by each applicable regulatory authority in the future in a
timely manner. Any unexpected delays or costs associated with the licensing renewal process for any of the licenses held by the Company
could impede the ongoing or planned operations of the Company and have a material adverse effect on the Company’s business, financial
condition, results of operations or prospects.

The Company may become involved in a number of government or agency proceedings, investigations and audits. The outcome
of any regulatory or agency proceedings, investigations, audits, and other contingencies could harm the Company’s reputation, require the
Company to take, or refrain from taking, actions that could harm its operations or require the Company to pay substantial amounts of
money, harming its financial condition. There can be no assurance that any pending or future regulatory or agency proceedings,
investigations and audits will not result in substantial costs or a diversion of Management’s attention and resources or have a material
adverse impact on the Company’s business, financial condition, results of operations or prospects.

Changes in laws, regulations and guidelines could have a material adverse effect on the business, results of operations and financial
condition of the Company.

The Company’s operations are subject to various laws, regulations, guidelines and licensing requirements relating to the
production, manufacture, sale, distribution, management, transportation, storage and disposal of medical marijuana, as well as being
subject to laws and regulations relating to health and safety, the conduct of operations and the protection of the environment. While to the
knowledge of Management the Company is currently in compliance with all such laws, any changes to such laws, regulations, guidelines
and policies due to matters beyond the control of the Company could have a material adverse effect on the business, results of operations
and financial condition of the Company.

Volatility of industry conditions could have a material adverse effect on our operations.

Industry conditions are influenced by numerous factors over which the Company has no control, including the level of medical
marijuana prices, expectations about future medical marijuana prices and production, the cost of producing and delivering medical
marijuana; any rates of declining current production, political, regulatory and economic conditions; alternative fuel requirements; and the

ability of medical marijuana companies to raise equity capital or debt financing.
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The level of activity in the medical marijuana industry is volatile. No assurance can be given that expected trends in medical
marijuana production and sales activities will continue or that demand for medical marijuana will reflect the level of activity in the
industry. Any prolonged substantial reduction in medical marijuana prices would likely affect medical marijuana production levels and
therefore affect the demand for medical marijuana. A material decline in medical marijuana prices or industry activity could have a
material adverse effect on the Company’s business, financial condition, results of operations and cash flows.

Our industry is subject to intense competition.

There is potential that the Company will face intense competition from other companies, some of which can be expected to have
longer operating histories and more financial resources and experience than the Company. Increased competition by larger and better-
financed competitors could materially and adversely affect the business, financial condition, results of operations or prospects of the
Company.

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

The introduction of a recreational model for cannabis production and distribution may impact the medical marijuana market. The
impact of this potential development may be negative for the Company, and could result in increased levels of competition in its existing
medical market and/or the entry of new competitors in the overall cannabis market in which the Company operates.

If the number of users of medical marijuana increases, the demand for products will increase and the Company expects that
competition will become more intense, as current and future competitors begin to offer an increasing number of diversified products. To
remain competitive, the Company will require a continued high level of investment in research and development, marketing, sales and
client support. The Company may not have sufficient resources to maintain research and development, marketing, sales and client support
efforts on a competitive basis which could materially and adversely affect the business, financial condition and results of operations of the
Company.

As well, the legal landscape for medical and recreational marijuana is changing internationally. More countries have passed laws
that allow for the production and distribution of medical marijuana in some form or another. The Company has some international
partnerships in place, which may be effected if more countries legalize medical marijuana. Increased international competition might lower
the demand for the Company’s products on a global scale.

New well-capitalized entrants into our industry may develop large-scale operations which will make it difficult for our business to
compete and remain profitable.

Currently, the marijuana industry generally is comprised of individuals and small to medium-sized entities, however, the risk
remains that large conglomerates and companies who also recognize the potential for financial success through investment in this industry
could strategically purchase or assume control of larger dispensaries and cultivation facilities. In doing so, these larger competitors could
establish price setting and cost controls which would effectively “price out” many of the individuals and small to medium-sized entities
who currently make up the bulk of the participants in the varied businesses operating within and in support of the medical marijuana
industry. While the trend in most state laws and regulations seemingly deters this type of takeover, this industry remains quite nascent, so
what the landscape will be in the future remains largely unknown, which in itself is a risk.

The Company’s proposed business plan is subject to all business risks associated with new business enterprises, including the
absence of any significant operating history upon which to evaluate an investment. The likelihood of the Company’s success must be
considered in light of the problems, expenses, difficulties, complications and delays frequently encountered in connection with the
formation of a new business, the development of new strategy and the competitive environment in which the Company will operate. It is
possible that the Company will incur losses in the future. There is no guarantee that the Company will be profitable.
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We could incur risks and uncertainties regarding our future acquisitions and dispositions.

Material acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) potential disruption of
the Company’s ongoing business; (ii) distraction of Management; (iii) the Company may become more financially leveraged; (iv) the
anticipated benefits and cost savings of those transactions may not be realized fully or at all or may take longer to realize than expected,
(v) increasing the scope and complexity of the Company’s operations; and (vi) loss or reduction of control over certain of the Company’s
assets.

The presence of one or more material liabilities of an acquired company that are unknown to the Company at the time of
acquisition could have a material adverse effect on the business, results of operations, prospects and financial condition of the Company.
A strategic transaction may result in a significant change in the nature of the Company’s business, operations and strategy. In addition, the
Company may encounter unforeseen obstacles or costs in implementing a strategic transaction or integrating any acquired business into
the Company’s operations.

Acquisitions and strategic collaborations may never materialize or may fail.

We intend to explore a variety of acquisitions and strategic collaborations with existing marijuana growers, dispensaries and
related businesses in various states. We are likely to face significant competition in seeking appropriate acquisitions or strategic
collaborators, and these acquisitions and strategic collaborations can be complicated and time consuming to negotiate and document. We
may not be able to negotiate acquisitions and strategic collaborations on acceptable terms, or at all, and we are unable to predict when, if
ever, we will enter into any such acquisitions or strategic collaborations due to the numerous risks and uncertainties associated with them.

Our acquisition of Oasis Cannabis is subject to regulatory approval in Nevada.

The Oasis Acquisition must be approved by Nevada regulatory authorities. Although the Company has no reason to believe it
will not receive the requisite approval, since there is no pre-approval process, there is a possibility that such approval may not be received.
As such, the funds paid in satisfaction of the Closing Consideration may have been partially or wholly disbursed by Alternative Solutions
by the time the Company makes a claim for their return. Any combination of the failure to complete the Oasis Acquisition or have the
Closing Consideration partially or wholly refunded could have a material adverse effect on the Company.

Potential reputational risks to third parties could result in difficulties in maintaining our operations.

The parties with which the Company does business may perceive that they are exposed to reputational risk as a result of the
Company’s medical marijuana business activities. While the Company has other banking relationships and believes that the services can
be procured from other institutions, the Company may in the future have difficulty establishing or maintaining bank accounts or other
business relationships. Failure to establish or maintain business relationships could have a material adverse effect on the Company.

Changes in public opinion and perception could negatively affect our business operations.

Government policy changes or public opinion may also result in a significant influence over the regulation of the cannabis
industry in the United States or elsewhere. Public opinion and support for medical and adult-use marijuana has traditionally been
inconsistent and varies from jurisdiction to jurisdiction. While public opinion and support appears to be rising for legalizing medical and
adult-use marijuana, it remains a controversial issue subject to differing opinions surrounding the level of legalization (for example,
medical marijuana as opposed to legalization in general). A negative shift in the public’s perception of cannabis in the United States or any
other applicable jurisdiction could affect future legislation or regulation. Among other things, such a shift could cause state jurisdictions to
abandon initiatives or proposals to legalize medical and/or adult-use cannabis, thereby limiting the number of new state jurisdictions into
which the Company could expand. Any inability to fully implement the Company’s expansion strategy may have a material adverse effect
on its business, results of operations or prospects.
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We may be subject to unfavorable publicity or consumer perception which could negatively affect our results of operations.

The Company believes the medical marijuana industry is highly dependent upon consumer perception regarding the safety,
efficacy and quality of the marijuana produced. Consumer perception can be significantly influenced by scientific research or findings,
regulatory investigations, litigation, media attention and other publicity regarding the consumption of marijuana products. There can be no
assurance that future scientific research or findings, regulatory investigations, litigation, media attention or other publicity will be
favorable to the marijuana market or any particular product, or consistent with earlier publicity. Future research reports, findings,
regulatory investigations, litigation, media attention or other publicity that are perceived as less favorable than, or that question, earlier
research reports, findings or other publicity could have a material adverse effect on the demand for medical marijuana and on the business,
results of operations, financial condition, cash flows or prospects of the Company. Further, adverse publicity reports or other media
attention regarding the safety, efficacy and quality of marijuana in general, or associating the consumption of medical marijuana with
illness or other negative effects or events, could have such a material adverse effect. There is no assurance that such adverse publicity
reports or other media attention will not arise.

Research and development costs may negatively impact our results of operations.

Before the Company can obtain regulatory approval for the commercial sale of any of its products, it will be required to complete
extensive trial testing to demonstrate safety and efficacy. Depending on the exact nature of trial testing, such trials can be expensive and
are difficult to design and implement. The testing process is also time consuming and can often be subject to unexpected delays.

The timing and completion of trial testing may be subject to significant delays relating to various causes, including: inability to
manufacture or obtain sufficient quantities of units and or test subjects for use in trial testing; delays arising from collaborative
partnerships; delays in obtaining regulatory approvals to commence a study, or government intervention to suspend or terminate a study;
delays, suspensions or termination of trial testing due to the applicable institutional review board or independent ethics board responsible
for overseeing the study to protect research subjects; delays in identifying and reaching agreement on acceptable terms with prospective
trial testing sites and subjects; variability in the number and types of subjects available for each study and resulting difficulties in
identifying and enrolling subjects who meet trial eligibility criteria; scheduling conflicts; difficulty in maintaining contact with subjects
after testing, resulting in incomplete data; unforeseen safety issues or side effects; lack of efficacy during trial testing; reliance on research
organizations to conduct trial testing, which may not conduct such trials with good laboratory practices; or other regulatory delays.

We may experience difficulty in developing products.

If the Company cannot successfully develop, manufacture and distribute its products, or if the Company experiences difficulties
in the development process, such as capacity constraints, quality control problems or other disruptions, the Company may not be able to
develop market-ready commercial products at acceptable costs, which would adversely affect the Company’s ability to effectively enter
the market. A failure by the Company to achieve a low-cost structure through economies of scale or improvements in cultivation and
manufacturing processes would have a material adverse effect on the Company’s commercialization plans and the Company’s business,
prospects, results of operations and financial condition.

We are dependent on the success of our new and existing products and services.

The Company has committed, and expects to continue to commit, significant resources and capital to develop and market existing
product and service enhancements and new products and services. These products and services are relatively untested, and the Company
guarantee that it will achieve market acceptance for these products and services, or other new products and services that we may offer in
the future. Moreover, these and other new products and services may be subject to significant competition with offerings by new and
existing competitors in the business of manufacturing and distributing vaporizers and accessories. In addition, new products, services and
enhancements may pose a variety of technical challenges and require us to attract additional qualified employees. The failure to
successfully develop and market these new products, services or enhancements or to hire qualified employees could seriously harm our
business, financial condition and results of operations.

We are dependent on the continued market acceptance by consumers of our products.
The Company is substantially dependent on continued market acceptance of its products by consumers. Although the Company
believe that the use of products similar to the products designed and manufactured by the Company is gaining international acceptance,

the Company cannot predict the future growth rate and size of this market.
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We may incur significant expenses in promoting and maintaining brands, which could negatively impact our profitability.

The Company believes that establishing and maintaining the brand identities of products is a critical aspect of attracting and
expanding a large customer base. Promotion and enhancement of brands will depend largely on success in continuing to provide high
quality products. If customers and end users do not perceive the Company’s products to be of high quality, or if the Company introduces
new products or enters into new business ventures that are not favorably received by customers and end users, the Company will risk
diluting brand identities and decreasing their attractiveness to existing and potential customers. Moreover, in order to attract and retain
customers and to promote and maintain brand equity in response to competitive pressures, the Company may have to increase substantially
financial commitment to creating and maintaining a distinct brand loyalty among customers. If the Company incurs significant expenses in
an attempt to promote and maintain brands, the business, results of operations and financial condition could be adversely affected.

The results of future clinical research may negatively impact our business.

Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, efficacy, dosing and social
acceptance of cannabis or isolated cannabinoids (such as CBD and THC) remains in early stages. There have been relatively few clinical
trials on the benefits of cannabis or isolated cannabinoids (such as CBD and THC). Although the Company believes that the articles,
reports and studies support its beliefs regarding the medical benefits, viability, safety, efficacy, dosing and social acceptance of cannabis,
future research and clinical trials may prove such statements to be incorrect, or could raise concerns regarding, and perceptions relating to,
cannabis. Given these risks, uncertainties and assumptions, prospective purchasers of the Common Shares should not place undue reliance
on such articles and reports. Future research studies and clinical trials may draw opposing conclusions to those stated in this Prospectus or
reach negative conclusions regarding the medical benefits, viability, safety, efficacy, dosing, social acceptance or other facts and
perceptions related to cannabis, which could have a material adverse effect on the demand for the Company’s products with the potential
to lead to a material adverse effect on the Company’s business, financial condition, results of operations or prospects.

We are reliant on key inputs and changes in their costs could negatively impact our profitability.

The manufacturing business is dependent on a number of key inputs and their related costs including raw materials and supplies
related to product development and manufacturing operations. Any significant interruption or negative change in the availability or
economics of the supply chain for key inputs could materially impact the business, financial condition, results of operations or prospects of
the Company. Some of these inputs may only be available from a single supplier or a limited group of suppliers. If a sole source supplier
was to go out of business, the Company might be unable to find a replacement for such source in a timely manner or at all. If a sole source
supplier were to be acquired by a competitor, that competitor may elect not to sell to the Company in the future. Any inability to secure
required supplies and services or to do so on appropriate terms could have a materially adverse impact on the business, financial
condition, results of operations or prospects of the Company.

We are subject to environmental regulations.

The Company's operations are subject to environmental regulation in the various jurisdictions in which it operates. These
regulations mandate, among other things, the maintenance of air and water quality standards and land reclamation. They also set forth
limitations on the generation, transportation, storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a
manner which will require 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. There is no assurance that future changes in environmental regulation, if any, will not adversely affect the Company’s
operations.

Government environmental approvals and permits are currently, and may in the future be required in connection with CLSH’s
operations. To the extent such approvals are required and not obtained, the Company may be curtailed or prohibited from its proposed
business activities or from proceeding with the development of its operations as currently proposed.

Failure to comply with applicable environmental laws, regulations and permitting requirements may result in enforcement actions
thereunder, including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed, and may include
corrective measures requiring capital expenditures, installation of additional equipment, or remedial actions. The Company may be
required to compensate those suffering loss or damage due to its operations and may have civil or criminal fines or penalties imposed for
violations of applicable laws or regulations.
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Our business is subject to certain environmental risks.

The Company’s operations are subject to environmental regulation in the various jurisdictions in which it operates. These
regulations mandate, among other things, the maintenance of air and water quality standards and land reclamation. They also set forth
limitations on the generation, transportation, storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a
manner which will require 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 (or
the equivalent thereof) and employees. There is no assurance that future changes in environmental regulation, if any, will not adversely
affect the Company’s operations.

Government approvals and permits are currently, and may in the future, be required in connection with the Company’s
operations. To the extent such approvals are required and not obtained, th