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Introduction

The European medical cannabis market is an everchanging
landscape with a dynamic regulatory framework. Nevertheless,
2021 has been a year filled with good prospects for the medical
cannabis industry. So, how has the market behaved during 2021?

~ This will be the core question that we will discuss in
this white paper, which will also cover the following
topics:
a) Current European medical cannabis overview
b) Identification and deep dive into the main markets
co Honorable mentions

d) Our vision of the key success factors for the medical cannabis
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Europe

o
Highlights: o g\;jx
~ Although in its early stage, the European Medical Cannabis market is ,
already considered as the third contender on a global scale.

~  Germany is still the major importer in the EU followed by ltaly. éf}é’i\z f., 3 "

~ In November 2020, the European Court of Justice removed CBD
from Category IV of the Single Convention on Narcotic Drugs,
opening the application for marketing approval for CBD products in

the EU.

~ In 2021, Portugal granted the first authorization to sell medical : W"

cannabis flowers in pharmacies.
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Europe

) ~  Prohibition Partners estimate that the
European Legal Cannabis Market Forecast EU cannabis market will reach 3.2B€
3.50 '
p 2020-2025 3166 by 2025.
& 300 ~  This forecast takes into account both
Medical and Adult-use Cannabis.
2:50 5 153 Adult-use Cannabis is expected to be
: around 10 % of the market by 2025
2.00
~ Forecasts indicate that Germany will
1.50 1-386 cover over half of the EU market until
2024, and be worth over 840 M£ by
1.00 0.789 | 2025
0.50 0231 0403 | «  This forecast is slightly more
optimistic than the previous year
0.00 where the market in 2024 and 2025
2020 2021e 2022e 2023e 2024e 2025e was valued at 2.07 B€ and 2.6 B€,
Source: Prohibition Partners The European Cannabis Report 6t Edition res pectively.
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Main Markets in Europe
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Germany

Germany has by far the largest
number of Medical Cannabis
patients as of 2021.

Over 128,000 patients were
using cannabinoid-based
therapies in 2020 for a wide
range of conditions

In 2020, the import market
grew 37% having imported
around 9.3 tons of cannabis.

European Medicinal Cannabis Market 2022

Italy

ltaly is the second largest
market in the EU with around
29,000 patients treated in
2020

The country is supplied via
tendered imports, official
agreement with the Dutch
Office of Medicinal Cannabis
and by the ltalian ministry of
Defence through Stabilimento
Chimico Farmaceutico Militare

(SCFM).

Poland

~ Is now considered the fourth
largest medical cannabis market
in the EU by patient count.

«  In 2020 over 5,200 patients used
cannabinoid-based therapies.

~  Despite being considered the
fourth largest market, due to the
large population Poland has the
potential for significant growth
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Germany

September 2020 to September 2021
Insurance Covered Product Sales

Canemes, Epidyolex, Sativex
(Finished Pharmaceuticals)

25.6% Cannabis Floweres in

Unchanged
Conditions
37.3%

|

Cannabis flowers \l
in preparations |
3.9%

Cannabinoid without
central
pharmaceutical number

Cannabinoid 0.1%

Preparations
26.8%

Source: GKV Gamsi

Full-Spectrum
Extracts
6.4%
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Product Breakdown

~  Over the course of 2021 the market shifted towards more value-
added products such as full spectrum extracts and finished
pharmaceuticals.

~  Dry flower in unchanged conditions has lost almost 5% of its share
compared to the same period in the previous year.

«  Finished pharmaceuticals have gained a substantial market share
during last year and gained +10% representation compared to the
same period of the previous year.

~  Analysing the reimbursement data from September 2019 to
September 2021, we can see that the average growth rate during
the 25 months is just over 5%.

~  This is an expected trend since prescribers have a higher degree of
assurance when it comes to product dosage and consistency. The
same trend has been observed on more mature markets such as

Canada and the USA.
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Germany

Australia
7.5%

Source: Cannabiswirtschaft
(Industry Association )
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Germany Medical Cannabis Imports by Country

~  The industry association Cannabiswirtschaft has released a new
update on fact and figures of the German cannabis industry.

~  About 50% of all imported products on the first half of 2021 came
from Canada and The Netherlands, followed by Denmark and
Portugal with 17% and 16%, respectively.

~  The report sheds some light as well on the rejection rate of the
reimbursement applications from statutory health insurance
companies, which is currently around 40%, and that 20-25% of all
cannabis patients pay for their prescription themselves or receive
reimbursement from private health insurance companies

~  The report also states that the current annual maximum amount of
all importers of medical cannabis is around 191 Tons/year, and that
the planned domestic production volume is around 2.6 Tons/year.
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Italy
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Sales of Medical Cannabis

VN

Italy is the second largest market in Europe. Marijuana
Business Daily estimates that the market was worth 20
M€ in 2019.

Pharmacies in Italy use the dry flower as raw material for
magistral preparations such as oils, capsules, creams,
etc.

The Italian Ministry of Defence holds the sole rights to
the domestic production of medicinal cannabis through
the Stabilimento Chimico Farmaceutico Militare (SCFM)
which has a growing facility in Florence. Some product
was sourced from company Aurora (which won the
tender process for the supply of cannabis flowers) but
both sources satisfy only around 18% of the demand in
2019.

Despite the domestic production Italy is still depending
on importation, mainly from the Netherlands and
accounted for over 80% of the demand in 2019.
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Poland

Polish imports of cannabis flower
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* Through August 2020 imports that were subsequently re-exported are not included.
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Poland medical cannabis Imports

~  The regulatory framework regarding prescription is not
strict but the absence of reimbursement keeps the
market from expanding.

~  The Polish Pharmaceutical Chamber has estimated that
up to 300,000 patients may qualify for medical cannabis

~  The market is mostly composed by dry flower and has
been facing supply issues due to the limited number of
approved products, making the access to treatment
difficult for the patients.

«  On apress release by Pharmacann Polska, it was stated
that they expect to supply extract-based products to
Poland but there have been no new updates since
November 2020, most likely due to the ongoing
Pandemic.
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Denmark

The medical cannabis system is
heavily regulated and has high
quality standards which apply
both to products being used to
treat the patients in the pilot
scheme and operators in
Denmark.

Aurora (Canada) is the only
company so far that was able to
export to Denmark.

A review of the pilot program is
due soon and reforms to the
current regulatory framework are
expected.

European Medicinal Cannabis Market 2022

Honorable Mentions

Czech Republic

The medical cannabis system
treated around 3,700 patients in
2020.

Only flower products are
available for treatment and the
list of conditions is limited.

However, patient number
increased over the past year due
to the reimbursement scheme
which reduced the cost of
treatment.

France

France has great potential for
cannabis-based treatments due
to an aged population that might
qualify for treatment. It is
currently valued as a 9.4 B€
market by New Frontier Data.

The pilot scheme has already
started and is expected to treat
3,000 patients over the course of
two years.

In March 2022, the French
government issued a decree that
authorizes the production of
medical cannabis domestically.
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Key Success Factors

What are the key points you should consider?

~  Companies should consider diversifying their product portfolio to widen their action radius and tackle
several niches within the industry.

~  Research will help drive the industry, there are thousands of cannabinoids and other compounds in the
plant with potential therapeutical effect that are yet to be explored.

“  Process optimization is key for success, as more companies come into play and prices are driven down
optimizing manufacturing operations will aid in maintaining profit margins.

«  Being on top of the regulations is also a must in order to keep up with potential new markets and
regulatory shifts in existing ones.

~  Focus on specialization and cooperation, as the market matures and competition rises, companies should
focus their attention on what there are good at, whether it is cultivation, extraction, purification or
packaging. Vertically integrated companies incur on a significant investment to reach all sectors of the
industry.

~  Finished pharmaceuticals have gained a substantial portion of the market during the past year. This trend
can be seen through the German reimbursement data and was observed in more mature markets such as
Canada and USA. This is expected since theses pharmaceutical are more consistent and standardized
compared to the dry flower.
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“ DISCLAIMER

USE OF THIS DOCUMENT IS RESTRICTED

Securities Language

Certain information contained herein, and certain written statements made are forward-looking and relate to Stepwise Pharma & Engineering. Statements which are not purely historical
are forward-looking statements and include any statements regarding beliefs, plans, outlook, expectations or intentions regarding the future including words or phrases such as
"anticipate,” "objective,” "may," "will," "might," "should,” "could,” "can," "intend," "expect," "believe," "estimate," "predict,” "potential,” "plan," "is designed to" or similar expressions suggest
future outcomes or the negative thereof or similar variations. Forward-looking statements may include, among other things, statements about: our expectations of the medicinal cannabis
market and anticipated trends and challenges. Such statements and information are based on numerous assumptions regarding present and future business strategies and the
environment in which Stepwise Pharma & Engineering will operate in the future, including the demand for of products, regulation and price of cannabis and cannabis-related products,
including with respect to distribution of these. Although we believe that the assumptions underlying these statements are reasonable, they may prove to be incorrect. Given these risks,
uncertainties and assumptions, you should not place undue reliance on these forward-looking statements. Forward-looking statements are subject to known and unknown risks,
uncertainties and other important factors that may cause the actual results to be materially different from those expressed or implied by such forward-looking statements, including but
not limited to, business, economic and capital market conditions; regulatory uncertainties and changes; market conditions and the demand and pricing for products; the demand and
pricing of cannabis and cannabis-related products more generally; the impact of technology changes on our products and industry. Important factors that could cause actual results to
differ materially from Stepwise Pharma & Engineering’s expectations include, consumer sentiment towards products and the cannabis industry generally, litigation, global economic
climate, decrease in the price of cannabis, government regulations and intervention including potential government competition, changes in laws. Except as required by law, we undertake
no obligation to update or revise any forward-looking statements, whether as a result of new information, future event or otherwise, after the date on which the statements are made or to
reflect the occurrence of unanticipated events. Neither we nor any of our representatives make any representation or warranty, express or implied, as to the accuracy, sufficiency or
completeness of the information in this presentation. Neither we nor any of our representatives shall have any liability whatsoever, under contract, tort, trust or otherwise, to you or any
person resulting from the use of the information in this presentation by you or any of your representatives or for omissions from the information in this presentation. Certain information
contained herein is based on, or derived from, information provided by independent third-party sources. Stepwise Pharma & Engineering believes that such information is accurate and
that the sources from which it has been obtained are reliable. Stepwise Pharma & Engineering cannot guarantee the accuracy of such information, however, and has not independently
verified the assumptions on which such information is based. Stepwise Pharma & Engineering does not assume any responsibility for the accuracy or completeness of suchinformation.
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About Stepwise

ENGINEERING SERVICES TAILORED FOR PHARMA
INDUSTRIES

Stepwise Pharma & Engineering differentiates from other
engineering companies by tailoring its services specifically for the
highly GMP-regulated pharmaceutical and life sciences industries.

The entire pharmaceutical and life science industries
manufacturing lifecycle is supported by us helping to set
direction, assessing benefits of strategic investments and
optimizing manufacturing and business processes. We assist our
customers from Research and Development (R&D) to
Commercial manufacturing.

Our highly qualified team combines a solid experience in the
Pharmaceutical and Veterinary, Medicinal Cannabis, Cosmetics,
Food Supplements and Medical Devices industries will support
your business as it was ours.

Our goal is to help our customers to achieve and maintain GMP
manufacturing excellence and assist them in the route to market.

www.stepwiseengineering.com

info@stepwiseengineering.com
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About The Author:

Joao Esteves da Silva
CQV Engineer

Graduated in Chemical and Biochemical Engineering and a Post-Graduate in
Medicinal Cannabis GxPs, acquired a wide knowledge on the area of
Chemistry, Pharma and Life Sciences.

Designed investment projects for new products withing the explosives
industry at Orica. Has also worked in the Tech Industry at Bolt, developing
tools to analyze market health and investment in the Portuguese market.
Theses experiences helped develop a strong sense of attention to detail and
ongoing optimization in highly hazardous and dynamic environments.

Part of Stepwise Pharma & Engineering team, is one of the consultants making
sure that facilities are designed efficiently and according to GMP and GACP
requirements, processes are optimized, and that a qualified and appropriate
quality system is in place, in compliance with regulations (GMP, FDA, etc.).

Trained in GACP and GMP regulations, GMP for Cannabis, GAMP and CQV.
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