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This short form prospectus (the “Prospectus™) qualifies the distribution (the “Offering”) of 2,898,600 common
shares (the “Common Shares”) of The Second Cup Ltd. (“Second Cup” or the “Company”) at a price of $3.45 per
Common Share (the “Offering Price”).

The Offering is being made pursuant to an underwriting agreement dated April 23, 2018 (the “Underwriting
Agreement”) between the Company and Clarus Securities Inc., acting as sole underwriter and bookrunner (the
“Underwriter”).

Price: $3.45 per Common Share

Net Proceeds to
Price to the Public Underwriter’s Fee® Second Cup®
Per Common Share $3.45 $0.17 $3.28
Offering Total® $10,000,170 $500,008 $9,500,162




Notes:

(1) The Offering Price was established by negotiation between the Company and the Underwriter with reference to the market price of the
Common Shares and other factors.

2) The Underwriter will be paid an aggregate fee of 5.0% of the gross proceeds from the issuance of the Common Shares (the
“Underwriter’s Fee”), including the proceeds realized from the sale of any Common Shares sold pursuant to the exercise of the Over-
Allotment Option (as defined below).

3) Excluding the Company’s expenses of the Offering, estimated at approximately $320,000. See “Plan of Distribution”.

(@) The Company has granted the Underwriter an option (the “Over-Allotment Option”), exercisable in whole or in part at any time not
later than the 30" day from and including the Closing Date (as defined below), to purchase up to an additional 434,790 Common
Shares on the same terms and conditions of the Offering to cover the Underwriter’s over-allocation position, if any, and for
consequent market stabilization purposes. If the Over-Allotment Option is exercised in full, the “Price to the Public”,
“Underwriter’s Fee” and “Net Proceeds to Second Cup” will be $11,500,196, $575,010 and $10,925,186, respectively (excluding
the Company’s expenses of the Offering). This Prospectus also qualifies the grant of the Over-Allotment Option. A purchaser who
acquires Common Shares forming part of the Underwriter’s over-allocation position acquires such Common Shares under this
Prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or
secondary market purchases. See “Plan of Distribution”.

Maximum Number of

Underwriter’s Position Securities Available Exercise Period Exercise Price
Over-Allotment Option Option to purchase up to Not later than the 30" day $3.45 per Common Share
434,790 Common Shares from and including the
Closing Date

The Underwriter, as principal, conditionally offers the Common Shares qualified under this Prospectus, subject to
prior sale, if, as and when issued, sold and delivered by the Company and accepted by the Underwriter in
accordance with the conditions contained in the Underwriting Agreement (defined below) between the Company
and the Underwriter referred to under “Plan of Distribution” and subject to the approval of certain legal matters on
behalf of the Company by Goodmans LLP and on behalf of the Underwriter by Borden Ladner Gervais LLP.

In connection with this distribution, the Underwriter has been granted the Over-Allotment Option and the Company
has been advised by the Underwriter that, subject to applicable laws, the Underwriter may over-allocate or effect
transactions intended to stabilize or maintain the market price of the Common Shares at levels other than those
which otherwise might prevail on the open market. Such transactions, if commenced, may be discontinued at any
time. After the Underwriter has made a reasonable effort to sell all of the Common Shares offered under this
Prospectus at the Offering Price, the Underwriter may reduce such price or otherwise change the selling
terms from time to time. Any such reduction will not affect the proceeds received by the Company. See “Plan
of Distribution”.

Subscriptions for Common Shares will be received subject to rejection or allotment, in whole or in part, and the right
is reserved to close the subscription books at any time without notice. The Common Shares will be issued in “book-
entry only” form through the facilities of CDS Clearing and Depository Services Inc. (“CDS”) or its nominee.
Except as otherwise stated herein, holders of beneficial interests in the Common Shares will not have the right to
receive physical certificates evidencing their ownership of the Common Shares. The closing of the Offering is
expected to occur on or about May 8, 2018 or such later date as the Company and the Underwriter may agree (such
actual closing date hereinafter referred to as the “Closing Date”). A purchaser of Common Shares, will receive only
a customer confirmation from the CDS participant through which Common Shares are purchased. See “Plan of
Distribution”.

An investment in the Common Shares is subject to a number of risks that should be carefully considered by
prospective investors. See “Risk Factors”.

The Company’s outstanding Common Shares are listed and posted for trading on the Toronto Stock Exchange
(“TSX”) under the symbol “SCU”. On April 16, 2018, the last trading day prior to the announcement of the



Offering, the closing price per Common Share on the TSX was $4.05. On April 20, 2018, the last trading day prior
to the date of this Prospectus, the closing price per Common Share on the TSX was $3.33. The Company has applied
to list the Common Shares offered under this Prospectus, including the Common Shares issuable upon exercise of
the Over-Allotment Option, on the TSX. Listing will be subject to the Company fulfilling all the listing requirements
of the TSX.

The head and registered office of the Company is located at 6303 Airport Road, 2nd Floor, Mississauga, Ontario,
L4V 1R8.



TABLE OF CONTENTS

ABOUT THIS SHORT FORM PROSPECTUS...............

MEANING OF CERTAIN REFERENCES...................

CAUTIONARY NOTE REGARDING NON-GAAP

MEASURES.........coooiiiiii

CAUTIONARY NOTE REGARDING FORWARD

LOOKING STATEMENTS........ccovenene

ELIGIBILITY FOR INVESTMENT.......

DOCUMENTS INCORPORATED BY

REFERENCE ..o

MARKETING MATERIALS ................

PROSPECTUS SUMMARY ........ccocvvne.

THE COMPANY ..o

RECENT DEVELOPMENTS.................

USE OF PROCEEDS..........cccoviviiiiens

CONSOLIDATED CAPITALIZATION

DESCRIPTION OF THE SECURITIES........c.ccoeiviienne. 9
PLAN OF DISTRIBUTION.......cccooviiiiiieiciciee, 10
PRIOR SALES ......ciiiiici e 12
PRICE RANGE AND TRADING VOLUME OF

THE COMMON SHARES........ccooiiiicie s 12
CERTAIN CANADIAN FEDERAL INCOME TAX
CONSIDERATIONS. ...ttt 13
RISK FACTORS. ......cviiiiiencsee e 15
LEGAL MATTERS AND INTERESTS OF

EXPERTS ..ot 17
AUDITOR, TRANSFER AGENT AND

REGISTRAR ..ottt 17
STATUTORY RIGHTS OF WITHDRAWAL AND
RESCISSION ..ot 18
CERTIFICATE OF THE COMPANY ......ccocvvininnnnne. C-1
CERTIFICATE OF THE UNDERWRITER................ C-2



ABOUT THIS SHORT FORM PROSPECTUS

Prospective investors should rely only on the information contained in this Prospectus (including the documents
incorporated by reference herein). Neither the Company nor the Underwriter have authorized any other person to
provide prospective investors with different information. If a prospective investor is provided with different or
inconsistent information, the prospective investor should not rely on such information. The information contained in
this Prospectus (including the documents incorporated by reference herein) is accurate only as of the date of this
Prospectus (or the date of the document incorporated by reference herein, as applicable), regardless of the time of
delivery of this Prospectus or any sale of the Common Shares. The information contained on Second Cup’s
corporate website is not intended to be included in or incorporated by reference into this Prospectus and prospective
investors should not rely on such information when deciding whether or not to invest in the Common Shares.
Neither the Company nor the Underwriter are making an offer to sell in any jurisdiction where an offer or sale is not
permitted by applicable law.

MEANING OF CERTAIN REFERENCES

References to dollars or “$” are to Canadian currency. Unless otherwise indicated, the disclosure in this Prospectus
assumes that the Over-Allotment Option will not be exercised.

CAUTIONARY NOTE REGARDING NON-GAAP MEASURES

In this Prospectus, the Company reports and refers to certain non-GAAP financial measures such as system sales of
cafés. Non-GAAP measures are not defined under International Financial Reporting Standards (“IFRS”) and are not
necessarily comparable to similarly titled measures reported by other issuers.

System sales of cafés comprise the net revenue reported to Second Cup by franchisees of Second Cup cafés and by
Company-owned cafés. This measure is useful in assessing the operating performance of the entire Company
network, such as capturing the net change of the overall café network. Changes in system sales of cafés result from
the number of cafés and same café sales (as described below). The primary factors influencing the number of cafés
within the network include the availability of quality locations and the availability of qualified franchisees.

Same café sales represent the percentage change, on average, in sales at cafés operating system-wide that have been
open for more than 12 months. It is one of the key metrics the Company uses to assess its performance as an
indicator of appeal to customers. Two principal factors that affect same café sales are changes in customer count and
changes in average transaction size.

These measures and terms are intended to provide additional information on Company performance, but do not have
any standardized meaning under IFRS and should not be considered in isolation or as a substitute for measures of
performance prepared in accordance with IFRS.

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

This Prospectus, including the documents incorporated herein by reference, contains forward-looking information
within the meaning of applicable Canadian securities laws (“forward-looking statements”). All statements other than
statements of historical fact are forward-looking statements. Often, but not always, forward-looking statements can
be identified by the use of words such as “plans”, “expects”, “is expected”, “budget”, “scheduled”, “projects”,
“estimates”, “forecasts”, “intends”, “continues”, “anticipates”, or “does not anticipate” or “believes” or variations
(including negative variations) of such words and phrases, or state that certain actions, events or results “may”,
“could”, “should”, “would”, “might” or “will” be taken, occur or be achieved. Forward-looking statements

contained in this Prospectus include, but are not limited to:

. the Company’s intention to complete the Offering and the timing thereof;

. expected future growth;



. the Company’s strategic alliance with National Access Cannabis Corp. and their intention to
collaborate on the application for licenses to open retail cannabis stores and the potential
conversion of certain Second Cup cafes to retail cannabis stores or vaping lounges;

. statements related to government policies and regulation; and
. demographic trends or the impact on Second Cup’s business of current and anticipated economic
conditions.

These forward-looking statements reflect the current expectations of the Company’s management regarding future
events and operating performance, but involve known and unknown risks, uncertainties and other factors which may
cause the actual results, performance or achievements of the Company to be materially different from any future
results, performance or achievements expressed or implied by such forward-looking statements. Actual events could
differ materially from those projected herein and depend on a number of factors. These factors include, but are not
limited to:

. material shifts in demographic trends or actual future market conditions being different than
anticipated by Second Cup’s management;

. material changes to government policy or regulations affecting Second Cup’s operations;

. material changes to government policy or regulations affecting the retail sale of cannabis;

. availability of premium quality coffee beans;

. the ability of Second Cup to attract qualified franchisees;

. the location of Second Cup cafés;

. the closure of Second Cup cafés;

. potential litigation;

. the ability to exploit and protect the trademarks of Second Cup;

. changing consumer preferences and discretionary spending patterns including, but not restricted
to, the impact of weather and economic conditions on such patterns;

. reporting of system sales by franchisees;

. the financial performance and financial condition of Second Cup; and

) the risks described under “Risk Factors” and those risks discussed in other documents

incorporated by reference into this Prospectus and filed on the System for Electronic Document
Analysis and Retrieval (“SEDAR”), accessible at www.sedar.com.

Material factors or assumptions that were applied to drawing the conclusions or making the estimate set out in
forward-looking statements include, but are not limited to:

. the views of management of Second Cup regarding current and anticipated market conditions;

. expected government priorities and spending;

. absence of material changes to government or environmental policy or regulations affecting
Second Cup’s operations;

. management’s views as to demographic trends; and

. the financial and operating attributes of Second Cup as at the date hereof.

Readers are cautioned that the preceding list of material factors or assumptions is not exhaustive. Although forward-
looking statements contained in this Prospectus are based upon what management believes are reasonable
assumptions, there can be no assurance that actual results will be consistent with these forward-looking statements.
Accordingly, readers should not place undue reliance on forward-looking statements. The forward-looking



statements in this Prospectus speak only as of the date of this Prospectus. Except as required by applicable securities
laws, the Company does not undertake, and specifically disclaims, any obligation to update or revise any forward-
looking statements, whether as a result of new information, future developments or otherwise, except as required by
applicable law.

ELIGIBILITY FOR INVESTMENT

In the opinion of Goodmans LLP, counsel to the Company, and Borden Ladner Gervais LLP, counsel to the
Underwriter, based on the provisions of the Income Tax Act (Canada) and the regulations thereunder (collectively,
the “Tax Act”) in force on the date hereof, the Common Shares will be qualified investments at the time of
acquisition by a trust governed by a registered retirement savings plan (“RRSP™), registered retirement income fund
(“RRIF™), deferred profit sharing plan, registered education savings plan (“RESP”), registered disability savings
plan (“RDSP™), or a tax-free savings account (“TFSA”), each as defined in the Tax Act (each, a “Plan”), provided
that, at the time of the acquisition by the Plan, the Common Shares are listed on a “designated stock exchange”, as
defined in the Tax Act (which includes the TSX), or the Company is a “public corporation”, as defined in the Tax
Act.

Notwithstanding that the Common Shares may be qualified investments for a trust governed by an RRSP, RRIF,
RESP, RDSP or TFSA, the holder of a TFSA or RDSP, the annuitant of an RRSP or RRIF or the subscriber under
an RESP, as the case may be, will be subject to a penalty tax if the Common Shares are a “prohibited investment”
within the meaning of the Tax Act for such TFSA, RRSP, RRIF, RESP or RDSP. The Common Shares will not be
prohibited investments for a TFSA, RRSP, RRIF, RESP or RDSP, provided the holder of the TFSA or RDSP, the
annuitant of the RRSP or RRIF or the subscriber under the RESP, as the case may be, (i) deals at arm’s length with
the Company for purposes of the Tax Act, and (ii) does not have a “significant interest”, as defined in the Tax Act,
in the Company. In addition, the Common Shares will not be a prohibited investment if the Common Shares are
“excluded property”, as defined in the Tax Act, for trusts governed by a TFSA, RRSP, RRIF, RESP and RDSP.
Prospective purchasers who intend to hold Common Shares in a Plan are urged to consult their personal tax advisors.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents, which the Company has filed with the various securities commissions or similar
authorities in Canada, are specifically incorporated by reference and form an integral part of this Prospectus:

. the Company’s annual information form (the “AIF”) for the year ended December 30, 2017, dated
March 28, 2018;

. the Company’s audited financial statements, the notes thereto and the auditor’s report thereon for
the years ended December 30, 2017 and December 31, 2016;

. management’s discussion and analysis of the financial condition and results of operation of the
Company for the quarter and year ended December 30, 2017 (the “MD&A”);

o the Company’s management information circular dated March 28, 2018 prepared for the
Company’s annual meeting of shareholders to be held on May 4, 2018;

. the template version of the term sheet for the Offering dated April 17, 2018, filed on SEDAR in
connection with the Offering (the “Marketing Material”);

. the Company’s material change report dated April 12, 2018; and

. the Company’s material change report dated April 17, 2018 relating to the Offering.

Any document of the type described in Section 11.1 of Form 44-101F1 — Short Form Prospectus Distribution which
is filed by the Company with a securities commission or any similar authority in Canada after the date of this
Prospectus and prior to the termination of this distribution shall be deemed to be incorporated by reference into this
Prospectus.



Any statement contained in a document incorporated or deemed to be incorporated by reference herein shall
be deemed to be modified or superseded, for purposes of this Prospectus, to the extent that a statement
contained herein or in any other subsequently filed document which also is or is deemed to be incorporated
by reference herein modifies or replaces such statement. The modifying or superseding statement need not
state that it has modified or superseded a prior statement or include any other information set forth in the
document that it modifies or supersedes. The making of a modifying or superseding statement shall not be
deemed an admission for any purposes that the modified or superseded statement, when made, constituted a
misrepresentation, an untrue statement of a material fact or an omission to state a material fact that is
required to be stated or that is necessary to make a statement not misleading in light of the circumstances in
which it was made. Any statement so modified or superseded shall not be deemed in its unmodified or
superseded form to constitute part of this Prospectus.

Information has been incorporated by reference in this Prospectus from documents filed with securities
commissions or similar authorities in Canada.

MARKETING MATERIALS

The Marketing Material is not part of this Prospectus to the extent that the contents of the Marketing Material have
been modified or superseded by a statement contained in this Prospectus or any amendment. Any template version
of “marketing materials” (as defined in National Instrument 41-101 — General Prospectus Requirements) filed after
the date of this Prospectus and before the termination of the distribution under the Offering (including any
amendments to, or an amended version of, the Marketing Material) is deemed to be incorporated by reference
herein.



PROSPECTUS SUMMARY

The following is a summary of certain information contained in this short form prospectus and should be read
together with the more detailed information and financial data and statements contained elsewhere in this short

form prospectus.

Offering:

Offering Price:

Offering Size:

Over-allotment
Option:

Use of Proceeds:

Listing:

Closing Date:

Risk Factors:

2,898,600 Common Shares. See “Description of the Common Shares” and “Plan of
Distribution”.

$3.45 per Common Share. See “Plan of Distribution”.

$10,000,170 ($11,500,196 in the event that the Over-allotment Option is exercised in full).

The Underwriter shall have an over-allotment option, exercisable in whole or in part, for a
period of 30 days from and including the Closing Date to purchase up to an additional
434,790 Common Shares for additional gross proceeds of $1,500,026 on the same terms and
conditions as the Offering.

The net proceeds of the Offering (excluding the expenses of the Offering) are approximately
$9.5 million, which the Company intends to use for estimated conversion costs related to the
Strategic Agreement with NAC (as defined below) and towards potential future business
acquisitions.

The Company has applied to list the Offered Shares on the TSX. Listing will be subject to
the Company fulfilling all the listing requirements of the TSX.

Closing of the Offering is expected to occur on or about May 8, 2018, or such later date as
the Company and the Underwriter may agree.

An investment in Common Shares is subject to certain risks and investment considerations.
See “Risk Factors”.



THE COMPANY

Second Cup is Canada’s second-largest retailer of specialty coffee, as measured by number of cafés. Since the
opening of its first café in suburban Toronto in 1975, Second Cup’s network has grown to 286 cafés across Canada
as at December 30, 2017, of which 274 are franchised and 12 are Company-owned. For the fiscal year ended
December 30, 2017, Second Cup’s system sales of cafés were $154.2 million.

Second Cup cafés offer a wide selection of hot and cold specialty coffees, teas, hot chocolate, other beverages, and a
variety of complementary products, including Pinkberry™ frozen yogurt, pastries, muffins, cookies, coffee
accessories and coffee-related gift items, with some cafés also offering sandwiches.

RECENT DEVELOPMENTS
Strategic Alliance with NAC

On April 12, 2018, the Company announced that it had entered into a strategic alliance with National Access
Cannabis Corp. (“NAC”), a TSX Venture Exchange-listed company that seeks to deliver secure, safe and
responsible access to legal cannabis. In accordance with the terms of a strategic relationship agreement dated April
11, 2018 (the “Strategic Agreement”), Second Cup and NAC established a strategic alliance to develop and operate
a network of NAC-branded recreational cannabis dispensaries initially across Western Canada, with a view to
expanding the relationship to include additional provinces where legally permissible.

Pursuant to the Strategic Agreement, NAC and Second Cup have agreed to collaborate on:

e the application by NAC for retail cannabis store licenses (each, a “Retail License”) across Canada
covering certain premises currently occupied by Second Cup coffee franchises (each, an “SC Store”);

o the design, layout and development of NAC’s retail strategy in respect of applicable converted SC Stores;

e the negotiation with Second Cup franchisees and the head landlords in respect of converting applicable SC
Stores into cannabis retail locations or vaping lounges to be co-owned by NAC and Second Cup in equal
shares (and potentially the applicable franchisee) and operated by NAC; and

o the conversion of applicable SC Stores into cannabis retail locations or cannabis vaping lounges to be co-
owned by NAC and Second Cup in equal shares (and potentially the applicable franchisee) and operated by
NAC. Any cannabis retail store or cannabis vaping lounge opened up at any SC Store will be branded and
operated by NAC.

Conversion of any SC Store to an NAC-branded recreational cannabis dispensary will be conditional on obtaining a
Retail License from provincial regulators and the approval of Second Cup and the applicable franchisee and
landlord.

The term of the Strategic Agreement will terminate on the twelve-month anniversary of the coming into force of the
Cannabis Act; provided that either Second Cup or NAC may terminate the Strategic Agreement prior to such date in
the event of (i) an uncured material breach by the other party or (ii) the dissolution, liquidation, bankruptcy,
insolvency or winding up proceedings are commenced in respect of the other party or upon the nomination of a
trustee, sequestrator, liquidator or receiver in respect of the other party, or following the date that any event
permitting a trustee, a sequestrator or a receiver to administer the affairs of the other party shall occur.

Application for Retail Licenses

During the term of the Strategic Agreement, NAC, in consultation with Second Cup, will seek to identify suitable
SC Stores in the provinces that intend to permit the private ownership and operation of retail cannabis stores,
currently British Columbia, Alberta, Saskatchewan, Manitoba and Newfoundland and Labrador, to determine
whether to apply for Retail Licenses for any such SC Stores. Prior to making an application in respect of any SC
Store, NAC will obtain the written approval of Second Cup for such application. In addition, NAC has agreed not to
have any contact with a head landlord or a franchisee occupying an SC Store without the express prior written
consent of Second Cup.



In considering whether an SC Store would be suitable for conversion to a cannabis retail store, Second Cup will
consider each potential conversion opportunity on a case-by-case basis. Among the factors to be considered by the
Company in its review of a particular SC Store are the quality of the franchise, the length of term remaining on the
lease, the length of the term remaining under the franchise agreement, the location of the SC Store, the regional
demographics surrounding the SC Store and the financial capacity of the franchisee. Second Cup will only continue
the conversion process for an SC Store if it concludes that conversion of such location to a retail cannabis store
would be expected to offer greater value to the Company and its shareholders.

Once Second Cup and NAC have agreed that one or more SC Stores are suitable candidates for conversion, the
Company will use its commercially reasonable efforts to cooperate and work collaboratively with NAC in its
preparation of applications for Retail Licenses and throughout the review and approval process by applicable
municipal and provincial regulatory authorities. NAC will be solely responsible for the management of, and all
costs associated with, the application process for Retail Licenses; provided that Second Cup has agreed to reimburse
NAC for its pro rata share of all costs associated with the application process for any Retail License granted in
respect of an SC Store that is converted into a retail cannabis store.

NAC and Second Cup have identified 19 initial SC Stores in the Province of Alberta in respect of which it intends to
prepare and submit applications for Retail Licences. NAC has advised Second Cup that it intends to submit initial
applications for its first five Retail Licenses by April 24, 2018 and the balance of the initial applications by the end
of May, 2018. The Alberta Gaming and Liquor Commission (the “AGLC”), the provincial regulatory body
responsible for granting Retail Licenses in Alberta, has advised that the application processing period is
approximately two to four months and is subject to AGLC application review policies. There can be no assurance
the AGLC will grant Retail Licenses for any of the 19 SC Stores subject to the initial applications to be prepared and
filed by NAC.

Second Cup and NAC have not yet identified any SC Stores in provinces other than Alberta that may be candidates
for conversion. There can be no assurance that they will agree on suitable candidates for conversion or, having
identified specific SC Stores, that NAC will be successful in applying for Retail Licenses for any such SC Store.

Conversion Process

In the event the applicable provincial regulatory body grants a Retail License for an SC Store, Second Cup will use
its commercially reasonable efforts to facilitate the commencement of, and support the position of NAC during,
commercial discussions among NAC, the head landlord and the franchisee of such SC Store with a view to opening
up an NAC-branded retail cannabis store at such location. There can be no assurance that any such discussions will
result in the conversion of an SC Store into a retail cannabis store. See “Risk Factors”.

If such discussions result in the conversion of an SC Store to a retail cannabis store, the franchise agreement
governing the SC Store will be terminated and Second Cup, NAC and the former franchisee will enter into an
arrangement whereby ownership of the SC Store will be divided (subject to obtaining all required regulatory
approvals) among the parties, with (i) the franchisee’s ownership interest ranging from 0-33%, depending upon,
among other factors, the quality of the franchise, financial capacity, length of term remaining on the applicable
lease, the length of the term remaining under the franchise agreement and the location of the SC Store, and (ii) NAC
and Second Cup each owning an equal share in such SC Store. Second Cup and NAC will each own a minimum of
33% of any converted SC Store and NAC will have managerial, operational and branding control over the store.
Following conversion, the retail cannabis store will sell only cannabis and related products and will no longer
operate as a Second Cup café. There is no present intention to offer any Second Cup-branded products at any
converted SC Store, or for Second Cup otherwise to have any visible presence at any such store. NAC will not
charge any franchise fee to any converted SC Store, and each converted SC Store will operate on a
management/franchise/royalty/ marketing fee-free basis, it being understood and agreed that the converted SC
Stores will be charged on a cost basis for the payment of their respective share of any central services provided by
NAC to them.

Second Cup and NAC have agreed that all expenses, fees, penalties, obligations and/or costs relating to amending
any applicable franchise agreement or lease agreement in order to facilitate the conversion of any mutually agreed
SC Store into a cannabis retail location will be shared equally by Second Cup and NAC. Second Cup will not



charge a termination fee in connection with the early termination of the franchise agreement for any converted SC
Store. All build-out costs associated with the physical conversion of an SC Store into a retail cannabis store will be
shared by the owners of such converted SC Store (i.e. Second Cup, NAC and the applicable franchisee) in
proportion to their respective ownership interests.

Regulations have not yet been introduced to permit the operation of cannabis vaping lounges in Canada so there can
be no assurance when, if ever, Second Cup will have an opportunity to convert any SC Stores into cannabis vaping
lounges.

Exclusivity

During the period prior to the 12-month anniversary of the coming into force of the Cannabis Act: (i) Second Cup
has agreed that it will not solicit, encourage, or entertain proposals from, or enter into negotiations with or furnish
any non-public information to, any person or entity other than NAC regarding any application for Retail Licenses
for some or all of the SC Stores and/or the conversion of some or all of the SC Stores into retail cannabis stores or
cannabis vaping lounges in Canada, and (ii) NAC has agreed that it will not solicit, encourage, or entertain proposals
from, or enter into negotiations with or furnish any non-public information to, any coffee-based retailer (other than
Second Cup) regarding any application for Retail Licenses or the conversion of cafes owned, operated or franchised
by such coffee-based retailer into retail cannabis stores or cannabis vaping lounges in Canada.

Warrants

In consideration of Second Cup agreeing to enter into the Strategic Agreement, NAC issued to Second Cup common
share purchase warrants to purchase an aggregate of 5,000,000 common shares of NAC (the “Warrants”). The
Warrants have an exercise price of $0.91 per common share and expire on April 12, 2023. The issuance of the
Warrants remains subject to the requisite regulatory approval, including the approval of the TSX Venture Exchange.
NAC has agreed to use its reasonable best efforts to obtain the approval of the TSX Venture Exchange to the
issuance of the Warrants.

Second Cup Coffee Retail Strategy

While Second Cup is excited by the opportunities for additional potential revenue streams offered by its strategic
alliance with NAC, it intends to continue to pursue its vision to be the Canadian specialty coffee brand of choice
across Canada, committed to superior quality, innovation and profitable growth. The Company’s primary focus will
continue to be on specialty coffee, and Second Cup intends to continue its current strategy of expanding its network
of coffee shops across Canada.

Changes to Revenue Recognition Policies under IFRS

IFRS 15, Revenue from Contracts and Customers became effective for the company January 1, 2018 and supersedes
previous revenue recognition guidance, including industry-specific guidance and enhances revenue recognition
disclosures. The guidance allows for either a full retrospective or modified retrospective transition method. We
expect to apply the modified retrospective transition method.

Under previous accounting guidance, we recognized initial franchise fees when we have performed all material
obligations and services, which generally occurs when the franchised café opens. As required under the new
guidance, we anticipate deferring the initial franchise fees and recognizing revenue over the term of the related
franchise agreement (generally ten years).

The Company is completing its assessment of the accounting impact and anticipates an increase in deficit as at
December 31, 2017 and a corresponding increase in deferred revenue reflecting initial franchise fees previously
recognized that are now recorded over the term.



USE OF PROCEEDS

The estimated total net proceeds to be received by the Company from the Offering, after deducting the expenses of
the Offering payable by the Company and the Underwriter’s Fee, will be approximately $9,500,000 (approximately
$10,925,000 in the event the Over-Allotment Option is exercised in full). The Company intends to use the net
proceeds from the sale of the Common Shares as detailed by the table below:

Use of Proceeds

Estimated conversion costs to implement Strategic Agreement ........cccccevevvrenenns $2,100,000
Potential future busingss aCQUISITIONS .........ccvvvieirsiesieeie e $7,400,000
Total Net Proceeds (exclusive of Over-Allotment Option).........cccceeeieiiienene. $9,500,000

While the Company intends to use the proceeds of the Offering as described above, there may be circumstances
where, for sound business reasons, a reallocation of funds may be necessary.

CONSOLIDATED CAPITALIZATION

Other than as described below, there have been no material changes in the Company’s share and loan capital since
the date of Second Cup’s financial statements most recently filed. As at the date of this Prospectus, there are
17,041,473 Common Shares issued and outstanding and no indebtedness outstanding.

After giving effect to the Offering, 19,940,073 Common Shares (20,374,863 Common Shares if the Over-Allotment
Option is exercised in full) will be issued from the Company’s treasury. See “Plan of Distribution”. After giving
effect to the Offering, the Company will have no indebtedness outstanding.

DESCRIPTION OF THE SECURITIES
General

The authorized capital of the Company consists of an unlimited number of Common Shares. The summary below of
the rights, privileges, restrictions and conditions attaching to the Common Shares is subject to, and qualified in its
entirety by reference to, the Company’s articles and by-laws, which are available on SEDAR at www.sedar.com.

Common Shares

Each Common Share entitles the holder thereof to one (1) vote at all meetings of Shareholders, except where holders
of another class are entitled to vote separately as a class as provided by law or the rules of any applicable stock
exchange. Subject to the rights of the holders of any other class of shares ranking senior to the Common Shares, the
holders of Common Shares are entitled to such dividends as the Board of Directors may declare from time to time,
which dividends are payable in money or property or by issuing fully paid Common Shares of the Company.

Subject to the prior rights of the holders of any other class of shares, in the event of the liquidation, dissolution or
winding up of the Company, whether voluntary or involuntary, or any other distribution of assets of the Company
among its Shareholders for the purpose of winding-up its affairs, the holders of Common Shares are entitled to
receive the remaining property and assets of the Company.

Subject to the rights of the holders of any other class of shares ranking senior to Common Shares will be issued and
registered to CDS or its nominee under the book-entry only system. Except in limited circumstances, no holder of a
Common Share will be entitled to a certificate evidencing that person’s interest in or ownership of a Common Share.



PLAN OF DISTRIBUTION

Pursuant to an underwriting agreement dated April 23, 2018 among the Company and the Underwriter (the
“Underwriting Agreement”), the Company has agreed to issue and sell and the Underwriter has agreed to
purchase, as principal, on the Closing Date, subject to the conditions stipulated in the Underwriting Agreement, an
aggregate of 2,898,600 Common Shares offered hereby at a price of $3.45 per Common Shares for total gross
consideration of $10,000,170, payable in cash to the Company (less the Underwriter’s Fee and expenses) against
delivery of the Common Shares on the Closing Date. The Common Shares are being offered to the public in all of
the provinces of Canada, except Quebec. The Offering Price was determined by negotiation between the Company
and the Underwriter with reference to the market price of the Common Shares and other factors. The Underwriting
Agreement provides that the Company will pay the Underwriter an aggregate fee of 5.0% of the gross proceeds from
the issuance of the Common Shares in consideration for its services in connection with the Offering. The
Underwriter’s Fee will be paid to the Underwriter from the proceeds of the Offering on the Closing Date.

The Company has granted to the Underwriter the Over-Allotment Option, exercisable in whole or in part at any time
not later than the 30™ day following the Closing Date, to purchase up to an additional 434,790 Common Shares on
the same terms as set forth above solely to cover the Underwriter’s over-allocation position, if any, and for
consequent market stabilization purposes. This Prospectus also qualifies the grant of the Over-Allotment Option. A
purchaser who acquires Common Shares forming part of the Underwriter’s over-allocation position acquires such
Common Shares under this Prospectus, regardless of whether the over-allocation position is ultimately filled through
the exercise of the Over-Allotment Option or secondary market purchases.

The Underwriter will also be paid an aggregate fee of 5.0% of the gross proceeds realized from the sale of any
Common Shares sold pursuant to the exercise of the Over-Allotment Option. The Underwriter’s Fee in respect of the
Over-Allotment Option will be payable in full upon closing of the Over-Allotment Option.

The obligations of the Underwriter under the Underwriting Agreement may be terminated at its discretion upon the
occurrence of certain stated events, including if: (a) any inquiry, investigation or other proceeding is commenced or
any order (other than an order referred to in (d) below) is issued under or pursuant to any statute of Canada or of any
province or territory of Canada, or otherwise (other than an inquiry, investigation, proceeding or order based upon
the activities or alleged activities of the Underwriter or the selling firms), or there is any change of law, or the
interpretation or administration thereof, which in the reasonable opinion of the Underwriter operates to prevent or
restrict the trading in the Common Shares or any other securities of the Company or the distribution of the Common
Shares or any other securities of the Company; (b) there shall occur any material change or a change in a material
fact contained or referred to in this Prospectus or any amendment or supplementary material hereto (other than a
change or fact related solely to the Underwriter or the selling firms), which in the reasonable opinion of the
Underwriter would be expected to have a significant adverse effect on the market price or value of the Common
Shares; (c) there should develop, occur or come into effect any event, action, state, condition or major financial
occurrence of national or international consequence or any law or regulation which in the opinion of the Underwriter
seriously adversely affects, or will seriously adversely affect, or involve, the financial markets or the business,
operations or affairs of the Company; or (d) an order shall have been made by any securities regulatory authority
which restricts in any manner the distribution of the Common Shares or trading in the Common Shares which
remains outstanding for a sufficient length of time such that, in the reasonable opinion of the Underwriter, such
order has materially adversely affected or may materially adversely affect the ability of the Underwriter to offer or
to continue to offer the Common Shares for sale. Subject to certain exceptions, the Underwriter is, however,
obligated to take up and pay for all Common Shares if any Common Shares are purchased pursuant to the
Underwriting Agreement.

The outstanding Common Shares are listed for trading under the symbol “SCU” on the TSX. The Company has
applied to list the Common Shares offered pursuant to this Prospectus, including the Common Shares issuable on the
exercise of the Over-Allotment Option, on the TSX. Listing will be subject to the Company fulfilling all the listing
requirements of the TSX.

The Underwriter proposes to offer the Common Shares initially at the Offering Price. After the Underwriter has

made a reasonable effort to sell all of the Common Shares at the Offering Price, the Offering Price for the Common
Shares may be decreased and may be further changed from time to time to an amount not greater than the Offering
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Price. Such decrease in the Offering Price will not affect the Underwriter’s Fee to be paid by the Company and it
will not decrease the amount of net proceeds of the Offering to be paid by the Underwriter to the Company, before
deducting expenses.

Subject to the terms of the Underwriting Agreement, the Company has agreed to indemnify the Underwriter and its
respective directors, officers, employees and agents against certain liabilities, including civil liabilities under
Canadian provincial and territorial securities legislation, or to contribute to any payments the Underwriter may be
required to make in respect thereof.

In connection with the Offering, the Underwriter may over-allocate or effect transactions which stabilize or maintain
the market price of the Common Shares at levels other than those which might otherwise prevail on the open market,
including: stabilizing transactions; short sales; purchases to cover positions created by short sales; imposition of
penalty bids; and syndicate covering transactions.

Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a decline in the
market price of the Common Shares while the Offering is in progress. These transactions may also include making
short sales of the Common Shares, which involve the sale by the Underwriter of a greater number of Common
Shares than it is required to purchase in the Offering. Short sales may be “covered short sales”, which are short
positions in an amount not greater than the Over-Allotment Option, or may be “naked short sales”, which are short
positions in excess of that amount.

The Underwriter may close out any covered short position either by exercising the Over-Allotment Option, in whole
or in part, or by purchasing Common Shares in the open market. In making this determination, the Underwriter will
consider, among other things, the price of Common Shares available for purchase in the open market compared with
the price at which it may purchase Common Shares through the Over-Allotment Option. If, following the closing of
the Offering, the market price of the Common Shares decreases, the short position created by the over-allocation
position in Common Shares may be filled through purchases in the open market, creating upward pressure on the
price of the Common Shares. If, following the closing of the Offering, the market price of Common Shares
increases, the over-allocation position in Common Shares may be filled through the exercise of the Over-Allotment
Option in respect of Common Shares at the Offering Price.

The Underwriter must close out any naked short position by purchasing Common Shares in the open market. A
naked short position is more likely to be created if the Underwriter is concerned that there may be downward
pressure on the price of the Common Shares in the open market that could adversely affect investors who purchase
in the Offering. Any naked short position would form part of the Underwriter’s over-allocation position.

Pursuant to policy statements of the relevant securities commissions, the Underwriter may not, throughout the period
of distribution under the Prospectus, bid for or purchase Common Shares. The foregoing restriction is subject to
certain exceptions, as long as the bid or purchase is not engaged in for the purpose of creating actual or apparent
active trading in or raising the price of such Common Shares. These exceptions include a bid or purchase permitted
under the by-laws and rules of applicable regulatory authorities and the TSX including the Universal Market
Integrity Rules for Canadian Marketplaces administered by the Investment Industry Regulatory Organization of
Canada relating to market stabilization and passive market-making activities and a bid or purchase made on behalf
of a client where the client’s order was not solicited during the period of distribution. In connection with this
Offering, the Underwriter may, subject to the foregoing and applicable law, over-allot or effect transactions that are
intended to stabilize or maintain the market price of the Common Shares at levels other than those which might
otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at any time.

The Common Shares have not been and will not be registered under the U.S. Securities Act or the securities laws of
any state of the United States and, accordingly, such securities may not be offered, sold or delivered, directly or
indirectly, in the United States except in transactions exempt from the registration requirements of the U.S.
Securities Act and any applicable state securities laws. The Underwriter has agreed that, except as permitted under
the Underwriting Agreement, it will not offer, sell, transfer, deliver or otherwise dispose of, directly or indirectly,
the Common Shares at any time within the United States except pursuant to an exemption from registration under
the U.S. Securities Act.
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This Prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, any securities in the United
States. In addition, until 40 days after commencement of the Offering, an offer or sale of Common Shares within the
United States by any dealer (whether or not participating in the Offering) may violate the registration provisions of
the U.S. Securities Act unless such offer is made pursuant to an exemption from registration under the U.S.
Securities Act and similar exemptions under applicable state securities laws.

The Common Shares under the Offering will be issued in “book-entry only” form to the Underwriter for deposit
with CDS on the Closing Date, and must be purchased or transferred through a participant in the depository service
of CDS (a “Participant™). All rights of holders of Common Shares must be exercised through, and all payments or
other property to which such holder is entitled will be made or delivered by, CDS or the Participant through which
the holder holds such Common Shares. Each person who acquires Common Shares will receive only a customer
confirmation of purchase from the Underwriter or registered dealer from or through which the Common Shares are
acquired in accordance with the practices and procedures of the Underwriter or registered dealer. The practices of
registered dealers may vary, but generally customer confirmations are issued promptly after execution of a customer
order. CDS is responsible for establishing and maintaining book-entry accounts for its Participants having interests
in the Common Shares.

Pursuant to the Underwriting Agreement, the Company has agreed not to offer, issue, authorize the offering or
issuance of, or agree to offer, sell, issue, grant any option, right or warrant for sale of any Common Shares or
financial instruments or securities convertible or exchangeable for Common Shares or announce any intention to do
S0, in a public offering or by way of a private placement or otherwise, for a period of 90 days following the Closing
Date, without the prior written consent of the Underwriter, on behalf of the Underwriter, such consent not to be
unreasonably withheld or delayed, except in connection with the exchange, transfer, conversion or exercise rights of
existing outstanding securities or existing commitments to issue securities or the issuance of stock options or other
share-based compensation.

As a consequence of this issuance, the Underwriter will receive the Underwriter’s Fee.
PRIOR SALES

The following table sets forth the details regarding all issuances of Common Shares or securities that are convertible
or exchangeable into Common Shares in the 12-month period preceding the date of this Prospectus:

Date of Issuance  Security Issued Reason for Issuance Number of Price per
Securities Security (3$)
Issued
August 10,2017  Common Shares  Exchange of aggregate principal amount 4,210,528 $1.90

owing under $8 million credit facility in
consideration for Common Shares

PRICE RANGE AND TRADING VOLUME OF THE COMMON SHARES
The outstanding Common Shares are listed for trading under the symbol “SCU” on the TSX. The following table

sets forth the high and low prices at which the Common Shares were traded and the trading volumes of the Common
Shares for the 12-month period before the date of this Prospectus.

High ($) Low ($) Volume
2017
April 1.59 14 107,575
May 1.67 1.41 116,276
June 1.73 1.53 83,858
July 1.73 1.48 40,505
August 3.49 1.6 1,234,014
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High ($) Low ($) Volume

September 3.15 2.6 149,692
October 2.6 2.25 143,433
November 2.46 2.05 554,935
December 2.36 2.05 278,319
2018

January 3.5 2.07 273,941
February 3.24 2.33 193,911
March 3.14 2.32 1,380,977
April 1-20 4.05 2.56 2,782,457

On April 16, 2018, the last trading day prior to the announcement of the Offering, the closing price per Common
Share on the TSX was $4.05. On April 20, 2018, the last trading day prior to the date of this Prospectus, the closing
price per Common Share on the TSX was $3.33.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

In the opinion of Goodmans LLP, counsel to the Company, and Borden Ladner Gervais LLP, counsel to the
Underwriter, the following summary describes the principal Canadian federal income tax considerations pursuant to
the Tax Act generally applicable to a holder who acquires Common Shares pursuant to the Offering and who, at all
relevant times, for purposes of the Tax Act and any applicable income tax convention, (i) is or is deemed to be
resident in Canada, (ii) beneficially owns the Common Shares and holds the Common Shares as capital property,
and (iii) deals at arm’s length with the Company and the Underwriter and is not affiliated with the Company or the
Underwriter (a “Canadian Holder”). Generally, Common Shares will be considered to be capital property to a
Canadian Holder provided such holder does not hold such securities in the course of carrying on a business of
trading or dealing in securities and has not acquired them in one or more transactions considered to be an adventure
or concern in the nature of trade. Certain Canadian Holders who might not otherwise be considered to hold their
Common Shares as capital property may, in certain circumstances, be entitled to have such shares, and all other
“Canadian securities”, as defined in the Tax Act, owned or subsequently acquired by such holders, treated as capital
property by making the irrevocable election permitted by subsection 39(4) of the Tax Act.

This summary is not applicable to a holder (i) that is a “financial institution”, as defined in the Tax Act for purposes
of the mark-to-market rules, (ii) an interest in which is a “tax shelter investment”, as defined in the Tax Act, (iii) that
is a “specified financial institution”, as defined in the Tax Act, (iv) that makes or has made a functional currency
reporting election pursuant to section 261 of the Tax Act, or (v) that has entered or will enter into a “derivative
forward agreement”, as defined in the Tax Act, in respect of the Common Shares. In addition, this summary does not
address the deductibility of interest by a holder who has borrowed money to acquire Common Shares pursuant to the
Offering. Any such holders should consult their own tax advisors.

This summary is based upon the provisions of the Tax Act in force as of the date hereof, all specific proposals to
amend the Tax Act that have been publicly announced prior to the date hereof (the “Proposed Amendments”) and
counsel’s understanding of the current published administrative policies and assessing practices of the Canada
Revenue Agency made publicly available in writing prior to the date hereof. This summary assumes the Proposed
Amendments will be enacted in the form proposed; however, no assurance can be given that the Proposed
Amendments will be enacted in the form proposed, if at all. This summary is not exhaustive of all possible Canadian
federal income tax considerations and, except for the Proposed Amendments, does not take into account any
changes in the law or in the administrative policies or assessing practices of the Canada Revenue Agency, whether
by legislative, governmental or judicial action, nor does it take into account any other federal or any provincial,
territorial or foreign tax considerations, which may differ significantly from those discussed herein.

This summary does not address any Canadian federal tax considerations applicable to a non-resident of Canada.
Non-residents should consult their own tax advisors regarding the tax consequences of acquiring, holding and
disposing of Common Shares. Distributions on Common Shares or amounts paid in respect thereof, whether paid in
cash or Common Shares, will be paid or issued net of any applicable withholding taxes.
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This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or
tax advice to any particular holder or prospective holder of Common Shares, and no representations with
respect to the income tax consequences to any holder or prospective holder are made. Consequently, holders
and prospective holders of Common Shares should consult their own tax advisors for advice with respect to
the tax consequences to them of acquiring Common Shares pursuant to this Offering, having regard to their
particular circumstances.

Receipt of Dividends on Common Shares

Dividends received or deemed to be received on Common Shares held by a Canadian Holder will be included in
computing such holder’s income for purposes of the Tax Act. Such dividends received by a Canadian Holder who is
an individual (other than certain trusts) will be subject to the gross-up and dividend tax credit rules in the Tax Act
normally applicable to dividends received from taxable Canadian corporations, including the enhanced gross-up and
dividend tax credit in respect of dividends designated by the Company as “eligible dividends”. There may be
limitations on the ability of the Company to designate dividends as eligible dividends.

A Canadian Holder that is a corporation will include such dividends in computing its income and generally will be
entitled to deduct the amount of such dividends in computing its taxable income. A Canadian Holder that is a
“private corporation” or “subject corporation”, as such terms are defined in the Tax Act, may be liable under Part IV
of the Tax Act to pay a refundable tax of 38'5% of dividends received or deemed to be received on the Common
Shares to the extent such dividends are deductible in computing such holder’s taxable income. In certain
circumstances, subsection 55(2) of the Tax Act will treat a taxable dividend received by a Canadian Holder that is a
corporation as proceeds of disposition or a capital gain. Canadian Holders that are corporations are urged to consult
their own tax advisors having regard to their particular circumstances.

Taxable dividends received by a Canadian Holder who is an individual (other than certain trusts) may result in such
holder being liable for alternative minimum tax under the Tax Act. Canadian Holders who are individuals should
consult their own tax advisors in this regard.

Disposition of Common Shares

A disposition or deemed disposition by a Canadian Holder of a Common Share (except to the Company unless
purchased by the Company in the open market in the manner in which shares are normally purchased by any
member of the public in the open market) will generally result in such holder realizing a capital gain (or capital loss)
equal to the amount by which the proceeds of disposition of the Common Share exceed (or are less than) the
aggregate of the adjusted cost base to such holder thereof and any reasonable costs of disposition. The adjusted cost
base to a Canadian Holder of Common Shares acquired pursuant to this Offering will be determined by averaging
the cost of such acquired shares with the adjusted cost base of all other Common Shares of the Company owned by
such holder as capital property at that time. Such capital gain (or capital loss) will be subject to the tax treatment
described below under “Taxation of Capital Gains and Capital Losses”.

Taxation of Capital Gains and Capital Losses

Generally, one-half of any capital gain (a “taxable capital gain”) realized by a Canadian Holder in a taxation year
must be included in such holder’s income for the year. One-half of any capital loss (an “allowable capital loss™)
realized by a Canadian Holder in a taxation year must be deducted from taxable capital gains realized by such holder
in such year. Allowable capital losses in excess of taxable capital gains realized in a taxation year generally may be
carried back and deducted in any of the three preceding taxation years or carried forward and deducted in any
subsequent taxation year, to the extent and under the circumstances described in the Tax Act.

The amount of any capital loss realized by a Canadian Holder that is a corporation on the disposition of a Common
Share may be reduced by the amount of dividends received or deemed to be received by it on such share (or on a
share for which the Common Share has been substituted) to the extent and under the circumstances described by the
Tax Act. Similar rules may apply where a Common Share is owned by a partnership or trust of which a corporation,
partnership or trust is a member or beneficiary.
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Capital gains realized by a Canadian Holder who is an individual (other than certain trusts) may result in such holder
being liable for alternative minimum tax under the Tax Act. Canadian Holders who are individuals should consult
their own tax advisors in this regard.

Additional Refundable Tax

A Canadian Holder that is, throughout the relevant taxation year, a “Canadian-controlled private corporation”, as
defined in the Tax Act, may be liable to pay an additional refundable tax on its “aggregate investment income”,
which is defined in the Tax Act to include amounts in respect of taxable capital gains and any dividends that are not
deductible in computing taxable income.

RISK FACTORS

An investment in the Common Shares is subject to certain risks. Investors should carefully consider the risks
described below, the risk factors described in the AIF and other information elsewhere in this Prospectus and the
documents incorporated by reference herein, prior to making an investment in any of the Common Shares. If any of
such or other risks occur, the Company’s business, prospects, financial condition, results of operations and cash
flows could be materially adversely impacted. In that case, the trading price of the Common Shares could decline
and investors could lose all or part of their investment. There is no assurance that risk management steps taken will
avoid future loss due to the occurrence of the below described or other unforeseen risks.

Risks Related to the Offering
Timing for Investment of Net Proceeds

The Company expects to apply the available net proceeds of the Offering primarily to fund the estimated conversion
costs related to the Strategic Agreement with NAC and towards potential future business acquisitions, as described
under the heading “Use of Proceeds”. To the extent the net proceeds of the Offering are not used for such purposes,
such proceeds may remain undeployed in a dilutive manner.

Volatile Market Price for the Common Shares

The market price for the Common Shares may be volatile and subject to wide fluctuations in response to numerous
factors, many of which are beyond the Company’s control.

As well, certain institutional investors may base their investment decisions on consideration of the Company’s
performance against such institutions’ respective guidelines and criteria, and failure to meet such criteria may result
in a limited or no investment in the Common Shares by those institutions, which could adversely affect the trading
price of the Common Shares. There can be no assurance that fluctuations in price and volume will not occur.

Sales of Substantial Amounts of the Common Shares May Have an Adverse Effect on the Market Price of
the Common Shares

Sales of substantial amounts of the Common Shares, or the availability of such securities for sale, could adversely
affect the prevailing market prices for the Common Shares. A decline in the market prices of the Common Shares
could impair the Company’s ability to raise additional capital through the sale of securities should it desire to do so.

Risks Related to the Company’s Strategic Alliance with NAC

The Success of the Strategic Alliance Depends on the Issuance of Retail Licences
The proposed Cannabis Act, if and when it comes into force, provides that the legal retail sale of cannabis and
cannabis products in a province will require a license from the applicable provincial regulatory body. Currently, the
only provinces that intend to grant licenses to privately-owned companies to own and operate retail cannabis stores

are British Columbia, Alberta, Saskatchewan, Manitoba and Newfoundland and Labrador. The initial focus of the
Company’s strategic alliance with NAC will be in Western Canada, where the Company and NAC have identified
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19 SC Stores in Alberta in respect of which NAC intends to prepare and submit applications for Retail Licences. If
NAC is unable to obtain Retail Licenses for some or all of these initial SC Stores in Alberta, or subsequently for
other SC Stores elsewhere in Alberta and the other provinces that permit the retail sale of cannabis, it may have a
material adverse effect on the success of the Company’s strategic alliance with NAC.

Conversion of an SC Store will Require Franchisee and Landlord Approval

If NAC is successful in obtaining a Retail License for an SC Store, NAC and Second Cup will need to reach terms
with the franchisee and head landlord of such SC Store prior to commencing conversion of the location to a retail
cannabis store. If Second Cup is unable to reach an agreement with the franchisee and head landlord on the terms of
converting an existing SC Store into a retail cannabis store, the conversion may not take place, which may affect the
Company’s ability to carry out its business plan with respect to converting SC Stores into retail cannabis stores.

Difficulty to Forecast Operating Results of Converted SC Stores

The retail cannabis industry is at its earliest stage in Canada, and reliable sales forecasts for cannabis and cannabis
products from independent third parties are generally not obtainable at this time. Accordingly, in determining which
SC Stores may be suitable candidates for conversion, and in negotiating the terms of conversions with franchisees
and head landlords, management expects that Second Cup (in consultation with NAC) will rely largely on their own
market research to forecast sales of cannabis and cannabis products. A failure in the demand for retail cannabis to
materialize as a result of competition, technological change, regulatory or legal change or other factors could have a
material adverse effect on the business, results of operations and financial condition of any converted SC Stores and
the success of the Company’s strategic alliance with NAC.

Perception of Strategic Relationship by Franchisees and Customers

Over 95% of Second Cup cafés are owned by franchisees, and Second Cup’s relationships with its franchisees are a
critical component of its business. If franchisees are resistant to the Company’s strategic relationship with NAC or
its potential involvement in the retail cannabis industry, it could have a material adverse effect on the business,
results of operations and financial condition of the Company. In addition, public attitudes towards the legalization of
the retail sale of cannabis and cannabis products continue to evolve. If a material number of Second Cup customers
reduce the frequency of their visits to Second Cup cafés or stop patronizing Second Cup cafés altogether due to the
perceived connection between Second Cup and the retail cannabis industry or confusion over Second Cup’s
continued focus on the specialty coffee business, it could have a material adverse effect on the business, results of
operations and financial condition of the Company.

The Term of the NAC Strategic Agreement is One Year

The term of the Strategic Agreement (including exclusivity) will terminate on the twelve-month anniversary of the
coming into force of the Cannabis Act; provided that either Second Cup or NAC may terminate the Strategic
Agreement prior to such date in the event of an uncured material breach by the other party or the insolvency of the
other party. There is no guarantee that the strategic alliance with NAC will be successful and that any SC Stores
will be converted into retail cannabis stores during the term of the Strategic Agreement. In addition, if Second Cup
wishes to extend the term of the Strategic Agreement upon its expiry but NAC declines to extend, the Company may
need to pursue future conversion opportunities for SC Stores into retail cannabis stores on its own or with one or
more new partners, which may have a material adverse effect on the Company’s efforts to pursue the conversion of
select SC Stores into retail cannabis stores, which may have a material adverse effect on the business, results of
operations and financial condition of the Company.

Change in Laws, Regulations and Guidelines

The laws, regulations and guidelines generally applicable to the cannabis industry domestically may change in ways
currently unforeseen by the Company. The Company’s proposed operations are subject to a variety of laws,
regulations and guidelines relating to the manufacture, management, transportation, storage, sale, health and safety
and disposal of retail marijuana. The Canadian Federal Government established the Task Force on Cannabis
Legalization and Regulation on June 30, 2016 to seek input on the design of a new system to legalize, strictly
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regulate and restrict access to marijuana. The Task Force published a report dated November 30, 2016, which
outlined its recommendations. On April 13, 2017, the Government of Canada released the proposed Cannabis Act to
regulate the production, distribution and sale of cannabis for unqualified adult use. On November 27, 2017, the
House of Commons passed the proposed Cannabis Act, and on December 20, 2017, the Prime Minister of Canada
communicated that the Canadian Federal Government intends to legalize cannabis in the summer of 2018. The
proposed Cannabis Act is currently before the Senate. It is unknown whether the Cannabis Act will be passed into
law.

Since the proposed Cannabis Act is not yet in force, and the regulations to the Cannabis Act have not yet been
published. There can be no assurance that the legalization of recreational cannabis by the Canadian Federal
Government will occur on the terms in the proposed Cannabis Act or at all. In addition, the legislative framework
pertaining to the Canadian recreational cannabis market is uncertain.

The governments of British Columbia, Alberta, Saskatchewan, Manitoba and Newfoundland and Labrador have also
made varying announcements on the proposed regulatory regimes for the distribution and sale of cannabis for
recreational purposes by privately-owned cannabis stores. There is no guarantee that such provincial legislation
regulating the distribution and sale of cannabis for recreational purposes will be enacted according to the terms
announced by such provinces, or at all, or that any such legislation, if enacted, will create the growth opportunities
that the Company currently anticipates.

In addition, the laws, regulations and guidelines generally applicable to the retail cannabis industry may change in
ways currently unforeseen by the Company. Subsequent regulatory changes that impede supply of cannabis to, or
the sale by, converted SC Stores could have a material adverse on the results of operations of such converted SC
Stores.

Limited Number of Conversion Prospects

Second Cup currently has a limited presence in the provinces currently intending to permit the retail sale of cannabis
by privately-owned businesses, namely British Columbia, Alberta, Saskatchewan, Manitoba and Newfoundland and
Labrador. Given the Company’s limited presence in such provinces, the conversion of SC Stores in those provinces
may only have a limited impact on Second Cup’s results from operations. In addition, while Second Cup is excited
by the opportunities for additional potential revenue streams offered by its strategic alliance with NAC, it intends to
continue to pursue its vision to be the Canadian specialty coffee brand of choice across Canada, committed to
superior quality, innovation and profitable growth. The Company’s primary focus will continue to be on specialty
coffee and Second Cup intends to continue its current strategy of expanding its network of coffee shops across
Canada. Accordingly, conversion of SC Stores into retail cannabis stores will be done, if at all, on a case-by-case
basis and will likely only impact a small fraction of the Company’s retail locations, which may affect the
Company’s business and financial results.

LEGAL MATTERS AND INTERESTS OF EXPERTS

Certain legal matters relating to the Offering will be passed upon on behalf of the Company by Goodmans LLP and
on behalf of the Underwriter by Borden Ladner Gervais LLP.

As at the date of this Prospectus, the partners and associates of Goodmans LLP beneficially own, directly and
indirectly, less than 1% of the securities or other property of the Company, its associates or its affiliates. As at the
date of this Prospectus, the partners and associates of Borden Ladner Gervais LLP beneficially own, directly and
indirectly, less than 1% of the securities or other property of the Company, its associates or its affiliates.

AUDITOR, TRANSFER AGENT AND REGISTRAR
The auditor of the Company is PricewaterhouseCoopers LLP, Chartered Professional Accountants, Licensed Public

Accountants located in Toronto, Ontario. The transfer agent and registrar for the Common Shares is Computershare
Investor Services Inc. at its principal office in Toronto, Ontario.
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STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw from an
agreement to purchase securities. This right may be exercised within two business days after receipt or deemed
receipt of a prospectus and any amendment. In several of the provinces, the securities legislation further provides a
purchaser with remedies for rescission or, in some jurisdictions, revisions of the price or damages if the prospectus
and any amendment contains a misrepresentation or is not delivered to the purchaser, provided that the remedies for
rescission, revisions of the price or damages are exercised by the purchaser within the time limit prescribed by the
securities legislation of the purchaser’s province. The purchaser should refer to any applicable provisions of the
securities legislation of the purchaser’s province for the particulars of these rights or consult with a legal adviser.
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CERTIFICATE OF THE COMPANY

Dated: April 23, 2018

This short form prospectus, together with the documents incorporated by reference, constitutes full, true and plain
disclosure of all material facts relating to the securities offered by this short form prospectus as required by the
securities legislation of all of the provinces of Canada, with the exception of Quebec.

THE SECOND CUP LTD.

GARRY MACDONALD BALINH LE
Chief Executive Officer Chief Financial Officer
(Signed) “Garry Macdonald” (Signed) “Ba Linh Le”

On behalf of the Board of Directors

MICHAEL BREGMAN MELINDA LEE
Director Director
(Signed) “Michael Bregman” (Signed) “Melinda Lee”
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CERTIFICATE OF THE UNDERWRITER
Dated: April 23, 2018
To the best of our knowledge, information and belief, this short form prospectus, together with the documents
incorporated by reference, constitutes full, true and plain disclosure of all material facts relating to the securities

offered by this short form prospectus as required by the securities legislation of all of the provinces of Canada, with
the exception of Quebec.

CLARUS SECURITIES INC.

ROBERT ORVISS
Managing Director

(Signed) “Robert Orviss”
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