Yolande Larose To: Terry. W.Patrick@PWGSC.GC.CA
) cc: Richard Viau/HC-SC/GC/CA@HWC, Jane Lang/HC-SC/GC/CA@HWC
2005-11-10 05:49 PM Subject: DAS information for 6-months extension to PPS contract
Hi Terry, | have drafted a 2 pages document on DAS requirements in support of the 6M extension to
current PPS contract (will be sent in a follow-up email by Vanessa Rivera; there is not enough memory
to my account)

Additional quantity of bulk dried marihuana to be produced over 6 months period (5 harvests expected) is
indicated and we are also asking for segregation of flowering heads into immature and mature plants
materials + mycotoxins tests. Information on projected supply needs and financial impact (based on
projected expenses for current FY) are included.

PS: Nathalie and | will be away in Flin Flon next week, returning on Friday. Richard will be out of the
office most of the week next week. Hopefully a draft Amend can be prepared and finalize shortly after we
return (pis note that Richard didn't have time to look at the document - revised from the copy | gave him
originally).

Flin Flon Tel #: s.19(1)
s.21(1)(b)
Yolande Larose, Ph.D.
Drug Analysis Service
Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795
Fax (613) 941-8585
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Yolande Larose To: Terry.W.Patrick@ PWGSC.GC.CA
2005-11-25 01:59 PM cc: Richard Viau/HC-SC/GC/CA@HWC, Jane Lang/HC-SC/GC/CA@HWC

Subject: 6 months extension - irradiation

Terry, as discussed, here is the proposed information on irradiation to be included in the contract
amendment for 6M extension.

6M extension to include Irradiation costs.

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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Irradiation

Within 30 days notice from HC using the qualified bulk materials, the Contractor is to
deliver and store finished irradiated packaged materials in Saskatoon which qualify to HC
specifications and meet the Drug Master File (DMF) specifications for irradiation.

The Contractor will be reimbursed for direct expenses at cost with no allowance for
overhead or profit for courier, mail costs, related to the shipping of marihuana lots and
sublots, and for irradiation costs and shipping / transportation costs of the marihuana
product lot(s)/sublot(s) to meet the DMF specifications for irradiation.

As part of the deliverables to be provided under this amendment, the Contractor must
provide the irradiation certificate for each irradiated lot and sublot.
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"Terry Patrick \(W\)" To: "Yolande Larose" <Yolande_Larose @hc-sc.gc.ca> s.20(1)(b)
<Terry.W.Patrick@PW cc: 21(1)(b
GSC.GC.CA> Subject: RE: 6 months extension - irradiation s.21(1)(b)

2005-11-28 08:29 AM

I have a couple of questions and/or suggestions:

Please call me to discuss this.

Terry

From: Yolande Larose [mailto: Yolande Larose@hc-sc.gc.cal
Sent: Friday, November 25, 2005 2:00 PM

To: Terry Patrick (W)
Cc: Richard Viau; Jane Lang
Subject: 6 months extension - irradiation

Terry, as discussed, here is the proposed information on irradiation to be
included in the contract amendment for 6M extension.

(See attached file: 6M extension to include Irradiation costs.doc)

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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Health Canada Confidential DAS revised SOW (6 months extension)
December 5, 2005

Extension to current Prairie Plant Systems Inc PPS contract (revised)
DAS requirements

The S-year contract for cultivation of research-grade marihuana by Prairie Plant Systems Inc.
ends December 31, 2005. Health Canada in concert with Public Works and Government
Services Canada has been working to put in place a bridging contract with Prairie Plant Systems
Inc. for one (1) plus three (3) optional years effective January 1, 2006. However due to time
lines involved, the expected bridging contract start date is being postponed to July 1, 2006.

Consequently, to ensure an uninterrupted supply of a reliable source of affordable, quality,
standardized marihuana products, the current contract with Prairie Plant Systems needs to be

extended for a 6 months period from January 1, 2006 to June 30, 2006.

Additional quantities

During this period of time, the contractor shall produce an additional quantity of 300 kilograms
of plant marihuana materials. In addition, the flowering heads plant components from each
additional harvest (5 expected) shall be segregated into mature and immature flowering heads
throughout the manufacturing process from harvesting to storage of bulk materials, and labelled
accordingly. This will give approximately 160 kg of bulk flowering heads materials based on
current production capacity at PPS (5 harvests; 40g flowering heads / plant; 800 plants / harvest)
and historical data (63% of total dry weight of MS-17/338 plant components is composed of
flowering heads).

Testing and irradiation

Qualification of Dried marihuana lots and bulk harvests includes testing for mycotoxins B1, B2,
G1, G2 prior to packaging and prior to distribution of a new lot. Testing will be done under
contract for PPS by the Alberta Research Council. It is expected that 5-6 lots will be packaged
(20-25 kg/lot) and distributed from January 1, 2006 to June 2006 for COMPASS and for
authorized persons. The costs for testing will be reimbursed by Health Canada ($160/test; 2-3
tests / lot).

All lot and sublots of finished packaged materials must be irradiated according to specifications
indicated in the Drug Master File for Dried marihuana. The costs for irradiation and
transportation related to irradiation will be reimbursed by Health Canada. It is estimated that 5-6
lots will be packaged (25-30 kg/lot) and this will include at least 1 large sublot + 1 small sublot
(irradiation costs: $2,000/1arge sublot; $800 / small sublot (1 -2 kg); transportation costs: approx
$6,000/1arge sublot; $75 / small sublot).
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Health Canada Confidential DAS revised SOW (6 months extension)
December 5, 2005

Projected needs for supply

Due to increased demand for supply to authorized persons with the implementation of Phase 2
Amendments to Medical Marihuana Access Regulations (June 2005) and to ongoing COMPASS
trial, up to 234 kilograms of flowering heads materials could be needed for distribution from
January 2006 to July 2006.

This is based on projected needs for supply to authorized persons of 11 kg/month and on a
theoretical supply to COMPASS of 28 kg/month. The latter corresponds to COMPASS worst
case scenario for supply since it would require that all 7 centres involved in the study would
order dried marihuana on a monthly basis, as per theoretical product study enrolment schedule
provided at the start of the study (8 new patients / month / centre; total of 48 patients being
enrolled per centre; total of 7 participating centres).

Although this quantity overcomes PPS current production capacity, the likelihood of the worst
case scenario for COMPASS supply during the 6-months extension period is low. Rather it is
expected that half this amount at most may be needed for COMPASS from January 1, 2006 to
June 30, 2006 (i.e. 84 kg).

Overall, this corresponds to a total quantity of 150 kg kilograms to be distributed during the 6-
months period to authorized persons and for COMPASS, therefore meeting the quantity of bulk
flowering heads materials to be produced over this period of time (160 kg flowering heads out of
300 kg bulk marihuana plant components required).

6 months Extension - Financial impact:

The current contract stipulates a total quantity of 420 kilograms cannabis plants components per
year. The revised contract value as per Amendment # 11 is now $6,013,400.00.

The projected costs for FY 2005-2006 including distribution to authorized persons and off-site
storage are $1,401,047.53 ($116,753 / month). Therefore the projected cost for an extension of 6
months to the contract is estimated at approximately $700,523.00.

The projected expenses will need to be readjusted at the end of current fiscal year to ensure the
April 1, 2006 to June 31, 2006 projections are realistic, based on real time information available

at the time for distribution costs.

Proposed wording for next contract amendment:

AMENDMENT 12 -

TITLE: DEVELOPMENT OF A COMPREHENSIVE OPERATION FOR THE
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Health Canada Confidential DAS revised SOW (6 months extension)
December 5, 2005

CULTIVATION AND FABRICATION OF MARIHUANA IN CANADA

The purpose of the amendment is to extend the current contract for a 6 months period
from January 1, 2006 to June 30, 2006. The contractor shall produce the additional
quantity of 300 kilograms of bulk processed marihuana with A9-THC content of at least
5% to be retained as inventory, as per requirements set in base volume requirements of the
Statement of Work. In addition, the bulk flowering heads materials shall be segregated
into immature and mature plant components from harvest to milling and stored in
different bulk storage bags properly identified.

In addition, this amendment covers the mycotoxins tests to be carried out on dried
marihuana (bulk harvests and finished irradiated packaged materials), and the irradiation
and transportation costs for irradiation of all lots and sublots of finished packaged
materials

Mycotoxins tests:

The Contractor is to test dried marihuana (processed flowering heads materials) for mycotoxins
B1, B2, G1 and G2 prior to packaging for qualification of bulk harvests, and prior to distribution
for qualification of finished irradiated packaged materials. The mycotoxins tests are cost
reimbursable as per sub-contract testing laboratory proposal to Contractor ($160/test; 2-3 tests /
lot).

As part of the deliverables to be provided under this amendment, the Contractor must provide the
Certificate of analysis for all mycotoxins tests carried out.

Irradiation and transportation:

Within 30 days notice from Health Canada using the qualified bulk materials, the Contractor is to
deliver and store finished irradiated packaged materials in Saskatoon which qualify to Health
Canada specifications and meet the Drug Master File specifications for irradiation.

The Contractor will be reimbursed for direct expenses at cost with no allowance for overhead or
profit for courier, mail costs, related to the shipping of marihuana lots and sublots, and for
irradiation costs and shipping / transportation costs of the marihuana product lot(s)/sublot(s) to
meet the DMF specifications for irradiation.

As part of the deliverables to be provided under this amendment, the Contractor must provide the
irradiation certificate for each irradiated lot and sublot.
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Yolande Larose To: "Terry Patrick \(WY)" <Terry. W.Patrick@PWGSC.GC.CA>

cc:
2005-12-06 11:16 AM Subject: RE: revised SOW for the 6 months extension to the contract[

Hi Terry, see my responses in blue.

Yolande
s.20(1)(b)
"Terry Patrick \(W\)" <Terry.W Patrick@PWGSC.GC.CA> s.21(1)(b)
"Terry Patrick \{(W\)" To: "Yolande Larose" <Yolande_l arose@hc-sc.gc.ca>
<Terry.W.Patrick@PW cc:
GSC.GC.CA> Subject: RE: revised SOW for the 6 months extension to the contract

2005-12-05 03:42 PM

Thanks Yolande!

I noticed that you have specified that 300 kg of bulk material would be
delivered, whereas PPS has stated '290 kg dry weight equivalent bulk processed
material'. This is a small difference but there should not be a discrepancy
between the SOW and the contractor's proposal. If 300 is critical, I will have
to go back to PPS and ask them to revise their proposal (if they are willing
to do so). Please let me know how you want me to proceed on this.

revised SOW version will be provided today. OK to change to 290 kg cannabis
plant materials because we still meet our projected needs for supply from Jan
- June 2006

I also noticed that you have estimated a price increase of $700,523.00,
whereas PPS has estimated $727,209. I simply divided the FY 2005/2006 PPS
contract projected costs as of November 1, 2005 by 2 (see financial impact in
revised SOW for 6M contract). However as for any projections these have to be
reassessed on an ongoing basis (re: P9 review) due to increase in distribution
costs and packaging costs. I don't think PPS would have any problem with
using your number, since the amounts in their proposal are estimates only, but
I would have to confirm this with them. Of course, their estimate would be
reduced if we do not agree on the $9.06/package. We should discuss this. I
prepared an estimate of costs of all activities related to packaging and
labelling. This will be finalise this morning. I will send it to you early
afterncon so we can discuss this today. If agreed upon, you may have to
forward the info to PPS for them to justify the difference in cost/package.

We have a significant problem with the funding issue, not so much on the
extension to the current contract

It takes approximately 4 months to obtain TB approval and this is
after all the approvals have been obtained in this Department. We can proceed
to our Director for his/her approval without a requisition providing the funds
but we can go no further (i.e. we cannot go to the DG, ADM and Minister
without the requisition).

by the end of January 2006, at the latest. I will advise Richard so it can be
discussed internally before Christmas Holidays. We will let you know ASAP
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Terry

————— Original Message-----

From: Yolande Larose [mailto:Yolande Larose@hc-sc.gc.cal

Sent: Monday, December 05, 2005 1:44 PM

To: Terry Patrick (W)

Cc: Richard viau; Jane Lang

Subject: revised SOW for the 6 months extension to the contract

Terry, here is revised SOW for the 6M extension which takes into account
the guantity of bulk marihuana to be cultivated and processed.

Confirmation of transfer of money to PWGSC to allow for sign-off of
Contract amend #12 will be done hopefully this week.

(See attached file: Wording for Amend # 12 for 6M extension_ reviged 5 Dec
2005 .doc)

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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Yolande Larose To: Terry.W.Patrick@PWGSC.GC.CA
. cc:
2005-12-06 03:30 PM Subject: Dec 6 - revised SOW for the 6 months extension to the contract
Terry, as promised here is the revised SOW to indicate that total amount bulk marihuana to be produced
during the 6-months extension is 290 kg instead of 300 kg.

Wording for Amend # 12 for 6M extension_ revised 6 Dec 200

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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Health Canada Confidential DAS revised SOW (6 months extension)
December 6, 2005

Extension to current Prairie Plant Systems Inc PPS contract (revised)
DAS requirements

The 5-year contract for cultivation of research-grade marihuana by Prairie Plant Systems Inc.
ends December 31, 2005. Health Canada in concert with Public Works and Government
Services Canada has been working to put in place a bridging contract with Prairie Plant Systems
Inc. for one (1) plus three (3) optional years effective January 1, 2006. However due to time
lines involved, the expected bridging contract start date is being postponed to July 1, 2006.

Consequently, to ensure an uninterrupted supply of a reliable source of affordable, quality,
standardized marihuana products, the current contract with Prairie Plant Systems needs to be

extended for a 6 months period from January 1, 2006 to June 30, 2006.

Additional guantities

During this period of time, the contractor shall produce an additional quantity of 290 kilograms
of plant marihuana materials. In addition, the flowering heads plant components from each
additional harvest (5 expected) shall be segregated into mature and immature flowering heads
throughout the manufacturing process from harvesting to storage of bulk materials, and labelled
accordingly. This will give approximately 160 kg of bulk flowering heads materials based on
current production capacity at PPS (5 harvests; 800 plants / harvest; 40 grams flowering heads /
plant) and historical data (63% of total dry weight of MS-17/338 plant components is composed
of flowering heads).

Testing and irradiation

Qualification of Dried marihuana lots and bulk harvests includes testing for mycotoxins B1, B2,
G1, G2 prior to packaging and prior to distribution of a new lot. Testing will be done under
contract for PPS by the Alberta Research Council. It is expected that 5-6 lots will be packaged
(20-25 kg/lot) and distributed from January 1, 2006 to June 2006 for COMPASS and for
authorized persons. The costs for testing will be reimbursed by Health Canada ($160/test; 2-3
tests / lot).

All lot and sublots of finished packaged materials must be irradiated according to specifications
indicated in the Drug Master File for Dried marihuana. The costs for irradiation and
transportation related to irradiation will be reimbursed by Health Canada. It is estimated that 5-6
lots will be packaged (25-30 kg/lot) and this will include at least 1 large sublot + 1 small sublot
(irradiation costs: $2,000/1arge sublot; $800/small sublot (1 -2 kg); transportation costs: approx
$6,000/1arge sublot; $150/small sublot).
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Health Canada Confidential DAS revised SOW (6 months extension)
December 6, 2005

Projected needs for supply

Due to increased demand for supply to authorized persons with the implementation of Phase 2
Amendments to Medical Marihuana Access Regulations (June 2005) and to ongoing COMPASS
trial, up to 234 kilograms of flowering heads materials could be needed for distribution from
January 2006 to July 2006.

This is based on projected needs for supply to authorized persons of 11 kg/month and on a
theoretical supply to COMPASS of 28 kg/month. The latter corresponds to COMPASS worst
case scenario for supply since it would require that all 7 centres involved in the study would

" order dried marihuana on a monthly basis, as per theoretical product study enrolment schedule
provided at the start of the study (8 new patients / month / centre; total of 48 patients being
enrolled per centre; total of 7 participating centres).

Although this quantity overcomes PPS current production capacity, the likelihood of the worst
case scenario for COMPASS supply during the 6-months extension period is low. Rather it is
expected that half this amount at most may be needed for COMPASS from January 1, 2006 to
June 30, 2006 (i.e. 84 kg).

Overall, this corresponds to a total quantity of 150 kg kilograms to be distributed during the 6-
months period to authorized persons and for COMPASS, therefore meeting the quantity of bulk
flowering heads materials to be produced over this period of time (approximately 160 kg
flowering heads out of 290 kg bulk marihuana plant components required).

6 months Extension - Financial impact:

The current contract stipulates a total quantity of 420 kilograms cannabis plants components per
year. The revised contract value as per Amendment # 11 is $6,013,400.00.

The projected costs for FY 2005-2006 including distribution to authorized persons and off-site
storage are estimated at $1,401,047.53 ($116,753 / month). Therefore the projected cost for an
extension of 6 months to the contract is estimated at approximately $700,523.00.

The projected expenses will need to be readjusted at the end of current fiscal year to ensure the
April 1, 2006 to June 31, 2006 projections are realistic, based on real time information available

at the time for distribution costs.

Proposed wording for next contract amendment:

AMENDMENT 12 -

TITLE: DEVELOPMENT OF A COMPREHENSIVE OPERATION FOR THE
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Health Canada Confidential DAS revised SOW (6 months extension)
December 6, 2005

CULTIVATION AND FABRICATION OF MARIHUANA IN CANADA

The purpose of the amendment is to extend the current contract for a 6 months period
from January 1, 2006 to June 30, 2006. The contractor shall produce the additional
quantity of 290 kilograms of bulk processed marihuana with A9-THC content of at least
5% to be retained as inventory, as per requirements set in base volume requirements of the
Statement of Work. In addition, the bulk flowering heads materials shall be segregated
into immature and mature plant components from harvest to milling and stored in
different bulk storage bags properly identified.

In addition, this amendment covers the mycotoxins tests to be carried out on dried
marihuana (bulk harvests and finished irradiated packaged materials), and the irradiation
and transportation costs for irradiation of all lots and sublots of finished packaged
materials to be distributed.

Mycotoxins tests:

The Contractor is to test dried marihuana (processed flowering heads materials) for mycotoxins
B1, B2, G1 and G2 prior to packaging for qualification of bulk harvests, and prior to distribution
for qualification of finished irradiated packaged materials. The mycotoxins tests are cost
reimbursable as per sub-contract testing laboratory proposal to Contractor ($160/test; 2-3 tests /
lot).

As part of the deliverables to be provided under this amendment, the Contractor must provide the
Certificate of analysis for all mycotoxins tests carried out.

Irradiation and transportation:

Within 30 days notice from Health Canada using the qualified bulk materials, the Contractor is to
deliver and store finished irradiated packaged materials in Saskatoon which qualify to Health
Canada specifications and meet the Drug Master File specifications for irradiation.

The Contractor will be reimbursed for direct expenses at cost with no allowance for overhead or
profit for courier, mail costs, related to the shipping of marihuana lots and sublots, and for
irradiation costs and shipping / transportation costs of the marihuana product lot(s)/sublot(s) to
meet the DMF specifications for irradiation.

As part of the deliverables to be provided under this amendment, the Contractor must provide the
irradiation certificate for each irradiated lot and sublot.
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Yolande Larose To: Terry.W.Patrick@PWGSC.GC.CA
cc:
2005-12-12 01:33 PM Subject: Info requested: Options exercised + 6M extension projected costs
Terry, see below for costs of options exercised during the 5-year contract, as per your discussion with

Nathalie.

Also, you have received 2 requisitions for $ commitment / transfer to PPS contract. These were faxed few
minutes ago:

1. $51,593.41 to cover projected expenses to Dec 31-05 (Amend 12)
2. $803,651.48 to cover projected expenses for 6M extension (Jan 1-06-June 31-06) ( Amend 13)
Thirdly, | am providing you with projected expenses with GST for different timelines:

1. From April 1-05 to Dec 31-05: $ 1,211,863.75
2. For FY 2005-2006: $1,593,938.30
3. From Jan 1-06 to June 30-06 (6M extension) : $ 859,807.07

Let me know if you need anything else

Yolande

Nathalie Campeau To: Yolande Larose/HC-SC/GC/CA@HWC

2005-12-12 12:13 PM cc-
Subject: Options exercised

Voici tel que demandé:

Options exercised_12Dec05.x

Merci, NC
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Options Exercised- PPS Contract 22 December 2000 to 31 December 2005

Claim Fiscal Option Exercised Amount
Year
to come {2005-2006 |# 3 - 50kg Bulk processed marihuana | $ 22,600.00
136 [2005-2006 [# 7B - Packaging - 30 g packages $3,395.71
35 2003-2004 |# 8A - Culling of Cannabis ssp seeds $12,272.90
# 7B - 50 kg Blended Packaged
34 2003-2004 |material $8,676.63
32 2003-2004 |# 8B - Packaging and storage of seeds $4,189.05
29 2003-2004 j# 7 - 50 kg Bulk GMP compliant $17,588.66
27 2002-2003 |# 7 - 320kg Bulk GMP compliant $112,564.00
Total  2000-2005 $181,286.95
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s.19(1)

IG=Terry/I=W/S=Patrick To: Yolande Larose @ HWC

10=NCR/PRMD=GC+P cc:

WGSC.TPSGC/ADMD=  Subject: H1021-9-9012-001-SS 013 [E] CULTIVATION OF MARIJUANA IN
GOVMT.CANADA/C=C CANADA.PDF

A @ X400

2005-12-13 04:05 PM

<<H1021-9-9012-001-SS 013 [E] CULTIVATION OF MARIJUANA IN CANADA.PDF>>
Yolande,

Here is the amendment for the 6 month extension. You will observe that

1 have not made any corrections to the "Ongoing Distribution and Order
Processing" as we discussed. | spoke to Brent and he indicated that

some of your suggested changes could not be made as they would then be
in violation of HC's drug regulations. | asked him to have look

into this tomorrow and | expect him to call me.

If you have any comments on the draft amendment, please let me know.

Terry
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Yolande Larose To: Terry.W.Patrick@ PWGSC.GC.CA
cc:
2006-06-01 04:46 PM Subject: 3M extension - projected expenses

FY 2006-2007 Projected expenses_1 June 200t
Let me know if you need anything else,

Yolande Larose Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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Yolande Larose To: Terry.W.Patrick@PWGSC.GC.CA s.19(1)
. cc: bhz@prairieplant.com, Yprairieplant.com
2006-06-16 12:03 PM Subject: 3 months extension (revised ) (July 1-Sept 30, 2006) $-20(1)(b)

sorry - projected expenses should read $606,696.00 with GST

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585

Yolande Larose To: Terry.W.Patrick@PWGSC.GC.CA
6-06-16 12:00 PM cc: bhz@prairieplant.com, @prairieplant.com
200 00 Subject: 3 months extension (revised ) (July 1-Sept 30, 2006)

Terry, as discussed at the On-site visits (Nov 2005 and May 2006) there is a need for the Contractor to
proceed with maintenance work in the propagation room. In addition, we have asked PPS to look at
increasing their production capacity in Flin Flon, in response to increased needs for dried marihuana.
However the latter will not be addressed at this time in the 3-months extension, as confirmed by Richard
earlier today

Therefore the 3 months extension will include the following deliverables with #4 and #5 being new :

1. 2 Bulk harvests @ 14% moisture content as per current contract

2. 3 lots of finished product to package (2 lots for authorized persons and 1 lot for COMPASS) as per
current contract

3. distribution to AP as per current contract

4. in-house capability for cannabinoids testing (! includes retroactive) (NEW)

5. maintenance work in growth chamber(s) as per PPS proposal "MM production shortfall :
(NEW)

Total projected costs for this 3-months amendment is $606,696.00 without GST

PS: Deliverables # 1 and 2 were confirmed with during the on-site visit. Brent and please
confirm / discuss with Terry

Regards,

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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"Terry Patrick (W)" To: "YOLANDE LAROSE (E-mail)" <Yolande_Larose @hc-sc.gc.ca>
</I=W/G=Terry/S=Patric cc:
k/O=NCR/PRMD=GC+P Subject: FW: confidentiality
WGSC.TPSGC/ADMD=

GOVMT.CANADA/C=C

A/@hcx400.hc-sc.gc.ca

> (DN=PATRICTL,

RECIPIENTS,

NATIONAL CAPITAL

REGION,

PWGSC-TPSGC)

2006-06-20 11:18 AM

Yolande,

Here is a copy of the proposal. Please review it and call me to discuss.

————— Original Message-----
From: Bryony [mailto:pps@prairieplant.com]
Sent: Tuesday, June 20, 2006 11:12 AM
To: Terry Patrick (W)
Cc: Brent Zettl; Don Hrytzak
Subject: confidentiality

Terry,

Please find attached the Proposal for the Development of a Comprehensive
Operation for the Cultivation and Fabrication of Marihuana in Canada for
the time period - July 1, 2006 - September 30, 2006.

Brent H. Zettl

President & CEO

Prairie Plant Systems Inc.
Saskatoon SK S7K 3J8
Phone: 306.975.1207
www.prairieplant.com

This e-mail message (including attachments, if any) is intended for the use
of the individual or entity to which it is addressed and may contain
information that is privileged, proprietary , confidential and exempt from
disclosure. If you are not the intended recipient, you are notified that
any dissemination, distribution or copying of this communication is
strictly prohibited. If you have received this communication in error,
please notify the sender and erase this e-mail message immediately.

Le présent message électronique (y compris les pieéces qui y sont annexées,
le cas échéant) s'adresse au destinataire indiqué et peut contenir des
renseignements de caractére privé ou confidentiel. Si vous n'étes pas le
destinataire de ce document, nous vous signalons qu'il est strictement
interdit de le diffuser, de le distribuer ou de le reproduire. Si ce
message vous a été transmis par erreur, veuillez en informer 1'expéditeur
et le supprimer immeédiatement.
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- PROPOSAL FOR THE DEVELOPMENT OF A COMPREHENSIVE OPERATIONProposai Jun 06
final.doc
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s.19(1)

To: 'Yolande Larose' <Yolande_l arose @hc-sc.gc.ca>
@prairieplant.co cc:
m> Subject: FW: confidentiality

2006-06-20 11:30 AM

lets get going!!!

Phone: (306)975-1207

Fax: (306)975-0440

From:. [mailto:pps @prairieplant.com]
Sent: Tuesday, June 20, 2006 9:12 AM

To: Terry. W.Patrick@PWGSC.GC.CA

Cec: Brent Zettl;

Subject: confidentiality

Terry,

Please find attached the Proposal for the Development of a Comprehensive Operation for the
Cultivation and Fabrication of Marihuana in Canadafor the time period - July 1, 2006 -
September 30, 2006.

Brent H. Zettl

President & CEO

Prairie Plant Systems Inc.
SaskatoonSK S7K 3J8
Phone: 306.975.1207
www.prairieplant.com

This e-mail message (including attachments, if any) is intended for the use
of the individual or entity to which it is addressed and may contain
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information that is privileged, proprietary , confidential and exempt from
disclosure. If you are not the intended recipient, you are notified that
any dissemination, distribution or copying of this communication is
strictly prohibited. If you have received this communication in error,
please notify the sender and erase this e-mail message immediately.

Le présent message électronique (y compris les pieces qui y sont annexées,
le cas échéant) s'adresse au destinataire indiqué et peut contenir des
renseignements de caractére privé ou confidentiel. Si vous n'étes pas le
destinataire de ce document, nous vous signalons qu'il est strictement
interdit de le diffuser, de le distribuer ou de le reproduire. Si ce

message vous a été transmis par erreur, veuillez en informer I'expéditeur
et le supprimer immédiatement.

D - PROPOSAL FOR THE DEVELOPMENT OF A COMPREHENSIVE OPERATIONProposal Jun 06
final.doc
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Yolande Larose To: Terry.W.Patrick@PWGSC.GC.CA
2006-06-05 04:00 PM cc: Richard Viau/HC-SC/GC/CA@HWC

Subject: info SOW for 3M extension

Terry , as discussed here is the rationale and proposed information to be included in the contract
amendmend for the 3 months extension.

Wording for Contract Amendment #15_3M Extension to current PPS contract_ 5 June ¢

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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s.20(1)(b)
Health Canada Confidential DAS June 5, 2006 $.21(1)(b)
Extension to current Prairie Plant Systems Inc PPS contract

DAS requirements

The 5-year contract for cultivation of research-grade marihuana by Prairie Plant Systems Inc.
ending December 31, 2006 was extended for 6 months from January 1, 2006 to June 30, 2006
(Contract amendment #14).

Health Canada in concert with Public Works and Government Services Canada has been working
to put in place a bridging contract with Prairie Plant Systems Inc. for one (1) plus three (3)
optional years, effective July 1, 2006. However due to time lines involved with submission
review by Treasury Board, the expected bridging contract start date is being postponed for an
additional 3 months from July 1, 2006 to September 30, 2006.

Additional quantities

Consequently, to ensure an uninterrupted supply of a reliable source of affordable, quality,
standardized marihuana products, the current contract with Prairie Plant Systems needs to be
extended for a 3 months period from July 1, 2006 to October 1, 2006.

During this period of time, the contractor shall produce an additional quantity of at least 100
kilograms dry weight equivalent bulk processed plant marihuana materials, 14% moisture
content. In addition, the flowering heads plant components from each harvest (2 expected) shall
be segregated into mature and immature flowering heads throughout the manufacturing process,
from harvesting to storage of bulk materials and labelled accordingly.

Projected needs for supply

With the ongoing COMPASS trial and the increased demand for supply to authorized persons
with the implementation of Phase 2 Amendments to Medical Marihuana Access Regulations
(June 2005), it is expected that 85 kg of flowering heads material might be needed from July 1,
2006 to September 30, 2006. The balance of FH materials needed for distribution during this
period of time will be taken from current usable inventory.

3 months Extension - Financial impact:

The current contract stipulates a total quantity of 420 kilograms cannabis plants components per
year. Revised estimated contract value as per Amendment # 14 is now $6,839,828.90 and
projected costs for the first 6 months FY 2006-2007 (April 1, 2006- Sept 30, 2006) including
distribution and off-site storage is $ 954,000 (without GST).
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The projected cost for an extension of 3 months to the contract is approximately $ 496,083
(without GST).

Proposed wording for next contract amendment:
AMENDMENT 15 -

TITLE: DEVELOPMENT OF A COMPREHENSIVE OPERATION FOR THE
CULTIVATION AND FABRICATION OF MARIHUANA IN CANADA

The purpose of the amendment is to extend the current contract for a 3 months period
from July 1, 2006 to September 30, 2006. The contractor shall produce the additional
quantity of at least 100 kilograms of bulk processed dried marihuana with A9-THC content
of at least 5% to be retained as inventory, as per requirements set in base volume
requirements of the Statement of Work. In addition, the bulk flowering heads materials
shall be segregated into immature and mature plant components from harvest to milling
and stored in different bulk storage bags properly identified.

This amendment also covers the establishment of an in-house testing laboratory to conduct the
cannabinoids analysis. The determination of cannabinoids content in dried marihuana is key to
qualify the materials for packaging and release of a new lot for distribution. The testing must be
done within a pre-determined period of time to ensure the availability of dried marihuana to
authorized persons and for research purposes when needed. Since May 2004, the contract testing
laboratory involved in performing these assays has been working with PPS to resolve several
issues related to preparation, testing and storage of dried marihuana samples (eg., processing time
of samples, non-reproducibility of data and for duplicates, etc.).

In addition, the cost to PPS for conducting these assays has increased significantly due to the
necessity for Health Canada to get results on a timely basis, and the increased number of samples
to be tested within short time-frame due to increased demand for distribution. This does not
include the time to prepare the samples as this has been done by PPS for the last 2 years (labour
intensive step). The current rate for cannabinoids testing is $1000 per assay which allows 1-10
samples maximum to be tested at once. Drug Analysis Service (Health Canada) also performs
cannabinoids analysis on dried marihuana samples to ensure comparability of results, which
frequency will be reduced once the in-house facility will be operational and satisfactory.

Because dried marihuana is a research-grade product, more developmental work is needed to
optimise the cultivation & harvesting conditions and storage. There is also a need to re-validate
the current quantitation assay (HPLC-UV) to ensure reproducibility of results and sensitivity /
specificity of method. This is particularly important in light of the recent change to the physical
attributes of the product (higher moisture content and larger grind size). Additional R&D work
by PPS includes identifying other potential cultivars for production of a licit source of dried
marihuana, testing new batches of seeds for distribution, optimizing critical fabrication steps, etc.
All of this work means several hundreds of samples to be processed and tested over a limited
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period of time. Having an in-house facility will ensure timely testing and cost-effectiveness of
analysis of all samples for cannabinoids content.
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5.20(1)(b)
s.21(1)(b)

Yolande Larose To: Terry.W.Patrick@ PWGSC.GC.CA
cc: Richard Viau/HC-SC/GC/CA@HWC
2006-06-12 03:27 PM Subject: 12M extension (July 1, 06 - June 30, 07)
Terry, here are HC requirements for the proposed 12 Months extension with projected expenses for that
period of time. Based on projections for COMPASS and Authorized persons ratio 1/5 and 75% annual
increase in AP licenses we will need up to 600 kg bulk cannabis materials (10 harvests @ 60 kg / harvest ;
15 lots of Finished product (25 kg/ lot) .

Model indicates that 380 kg Flowering heads finished product will be needed during this period of time.
Shortage will be mitigated using qualified bulk inventory to the extent possible (85 kg out of 100 kg
currently available).

Bulks cannabis materials could be produced under the following (estimated expenses have been
calculated based on this):

e 130 kg @ $328.75/kg under 2006 year deliverables (total 420 kg; 290 kg requested already under the
6M extension Jan 06-June 30, 06)

e 420 kg @ $328.75/kg under 2007 year deliverables

e 50 kg additional @ $452 / kg ???? under exercisable option

I have included the cost for an additional research proposal (estimated $20,000) and the cost for the
technician and the HPLC based on the info you sent me this morning. Many comments are inserted to
provide the details on projected expenses for specific tasks.

Wording for Contract Amendment #15_12M Extension to current PPS contract_ 12 June :

Projected expenses_12 June 2006_12mo ex

Let me know if you need anything else,

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585
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Health Canada Confidential DAS June 12, 2006 s.20(1)(b)
s.21(1)(b)
12 Months Extension to current Prairie Plant Systems Inc PPS contract
DAS requirements

The 5-year contract for cultivation of research-grade marihuana by Prairie Plant Systems Inc.
ending December 31, 2006 was extended for 6 months from January 1, 2006 to June 30, 2006
(Contract amendment #14).

Health Canada in concert with Public Works and Government Services Canada has been working
to put in place a bridging contract with Prairie Plant Systems Inc. for one (1) plus three (3)
optional years, effective July 1, 2006. However due to time lines involved with submission
review by Treasury Board and intellectual property challenge, the current contract is extended for
an additional 12 months from July 1, 2006 to June 30, 2007 with a renewable option for the
following year.

Additional quantities

During this period of time, the contractor shall produce an additional quantity of at least 600
kilograms dry weight equivalent bulk processed plant marihuana materials, 14% moisture
content. In addition, the flowering heads plant components from each harvest (10 expected @
approx 60 kg/harvest) shall be segregated into mature and immature flowering heads throughout
the manufacturing process, from harvesting to storage of bulk materials and labelled accordingly.

Projected needs for supply

With the ongoing COMPASS trial and the increased demand for supply to authorized persons
with the implementation of Phase 2 Amendments to Medical Marihuana Access Regulations
(June 2005), it is expected that a total of 380 kg of Finished Product flowering heads material
will be needed from July 1, 2006 to June 30, 2007 (180 kg for COMPASS Scenario D + 200 kg
for AP according to projections from ratio 1/5 choosing HC product and 75% annual increase of
AP licenses).

This corresponds to approx 15 lots of Finished Product (25 kg/lot).

Shortfall of Finished Product made of freshly grown FH materials produced during the 12
months extension (based on Contractor’s current production capacity) will be mitigated using
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qualified stored bulk FH materials to the extent possible (projected 85 kg out of the 100 kg
qualified bulk inventory currently available).

12 months Extension - Financial impact:

The current contract stipulates a total quantity of 420 kilograms cannabis plants components be
produced per year. It is proposed that 130 kg (approx 60 kg/harvest) be produced and paid under
2006 yearly deliverables since 290 kg have been requested under the 6 months extension
(Contract Amend # 14). The other 470 kg (approx 8 harvests) would be produced under 2007
year deliverables up to a maximum of 420 kg cannabis plant components. The remaining 50 kg
would be produced as per an exercisable option.

Revised estimated contract value as per Amendment # 14 (6 months extension) is $6,839,829.00
with GST. The projected costs for FY 2006-2007 and the first 3 months under FY 2007/2008
(April 1, 2006- June 30, 2007) including distribution and off-site storage and the salary of a
technician to conduct the cannabinoids analysis using HPLC-UV is $2, 262,395.00 (without
GST).

The projected cost for this 12 months extension to the contract is $ 1, 834,295.00 (without GST).

Proposed wording for next contract amendment:
AMENDMENT 15 -

TITLE: DEVELOPMENT OF A COMPREHENSIVE OPERATION FOR THE
CULTIVATION AND FABRICATION OF MARIHUANA IN CANADA

The purpose of the amendment is to extend the current contract for a 12 months period
from July 1, 2006 to June 30, 2007. The contractor shall produce the additional quantity
of at least 600 kilograms of bulk processed dried marihuana with A9-THC content of at
least 5% to be retained as inventory, as per requirements set in base volume requirements
of the Statement of Work. In addition, the bulk flowering heads materials shall be
segregated into immature and mature plant components from harvest to milling and stored
in different bulk storage bags properly identified.

This amendment also covers the establishment of an in-house testing laboratory to conduct the
cannabinoids analysis. The determination of cannabinoids content in dried marihuana is key to
qualify the materials for packaging and release of a new lot for distribution. The testing must be
done within a pre-determined period of time to ensure the availability of dried marihuana to
authorized persons and for research purposes when needed. Since May 2004, the contract testing
laboratory involved in performing these assays has been working with PPS to resolve several
issues related to preparation, testing and storage of dried marihuana samples (eg., processing time
of samples, non-reproducibility of data and for duplicates, etc.).

2
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In addition, the cost to PPS for conducting these assays has increased significantly due to the
necessity for Health Canada to get results on a timely basis, and the increased number of samples
to be tested within short time-frame due to increased demand for distribution. This does not
include the time to prepare the samples as this has been done by PPS for the last 2 years (labour
intensive step). The current rate for cannabinoids testing is $1000 per assay which allows 1-10
samples maximum to be tested at once. Drug Analysis Service (Health Canada) also performs
cannabinoids analysis on dried marihuana samples to ensure comparability of results, which
frequency will be reduced once the in-house facility will be operational and satisfactory.

Because dried marihuana is a research-grade product, more developmental work is needed to
optimise the cultivation & harvesting conditions and storage. There is also a need to re-validate
the current quantitation assay (HPLC-UV) to ensure reproducibility of results and sensitivity /
specificity of method. This is particularly important in light of the recent change to the physical
attributes of the product (higher moisture content and larger grind size). Additional R&D work
by PPS includes identifying other potential cultivars for production of a licit source of dried
marihuana, testing new batches of seeds for distribution, optimizing critical fabrication steps, etc.
All of this work means several hundreds of samples to be processed and tested over a limited
period of time. Having an in-house facility will ensure timely testing and cost-effectiveness of
analysis of all samples for cannabinoids content.
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"Terry Patrick (W)"
</1=W/G=Terry/S=Patric
k/O=NCR/PRMD=GC+P
WGSC.TPSGC/ADMD=
GOVMT.CANADA/C=C

5.20(1)(b)
s.21(1)(b)

To: "YOLANDE LAROSE (E-mail)" <Yolande_Larose@hc-sc.gc.ca>

cc: Linda Latray
</G=Linda/S=Latray/O=NCR/PRMD=GC+PWGSC.TPSGC/ADMD=GO
VMT.CANADA/C=CA/@hcx400.h¢-sc.ge.ca> (DN=LATRAYL,
RECIPIENTS, NATIONAL CAPITAL REGION, PWGSC-TPSGC)

A/@hcx400.hc-sc.ge.ca Subject: our strategy for extending the PPS contract

> (DN=PATRICTL,
RECIPIENTS,
NATIONAL CAPITAL
REGION,
PWGSC-TPSGC)

2006-06-13 01:36 PM

In accordance with your request, here are some of the details on our strategy
to proceed with the extension and the rational:

1) First, some facts and our understanding of the present situation:

HC has an ongoing and increasing requirement for marihuana.

I expect to receive the company's proposal by Wednesday,

dune l14tn.

If you have any additional questions, please do not hesitate to contact me.

Terry

(819)956-1372
(819)997-2229 (fax)

000044



Page(s) 000045 to\a 000046

Is(are) duplicate(s)

est(sont) (des) duplicata(s)



Richard Viau To: Yolande Larose/HC-SC/GC/CA@HWC

cc:
2006-06-23 01:13 PM Subject: RE: Contract Ammendment Request Dated June 23, 2006

"Terry Patrick (W\)" To: "Richard Viau" <Richard_Viau@hc-sc.gc.ca>
<Terry.W.Patrick@PW cc:
GSC.GC.CA> Subject: RE: Contract Ammendment Request Dated June 23, 2006

2006-06-23 01:12 PM

Thank you!

————— Original Message-----

From: Richard viau [mailto:Richard_viau@hc-sc.gc.cal
Sent: Friday, June 23, 2006 1:11 PM

To: Terry Patrick (W)

Cc: Yolande Larose; Beth Pieterson

Subject: Contract Ammendment Request Dated June 23, 2006

Terry:

I have reviewed the contract amendment request and the information
contained in it and confirm that the information contained in it is an
accurate description of the situation. I also confirm that we have the
funds to cover the contract extension.

Richard viau, PhD

Director / Directeur

Drug Analysis Service/
Service d'analyse des drogues
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“Terry Patrick \(W\)" To: "Brent Zettl" <bhz @prairieplant.com>
<Terry.W.Patrick@PW cc: <Yolande_Larose @hc-sc.gc.ca>
GSC.GC.CA> Subject: Some good news

2006-07-07 02:30 PM

HC has reached a major decision concerning the marihuana program. At this time, my understanding is:

1) the existing contract will be amended yet again for a further | year extension;

There is much to discuss and Yolande will be contacting you to establish a teleconference.
Have a good weekend!

Terry Patrick

Human, Life and Environmental Sciences Division
Science and Professional Services Procurement Directorate
PWGSC

(819)956-1372

(819)997-2229 (fax)
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s.19(1) Re CE/I/E
0

Yolande Larose ; To: Jean-Pierre Khouri/HC-SC/GC/ICA@HWC JU[ 74 2006‘

; 24 cc:
* 2006-07-14 05:01 PM Subject: 6 month

pour le registre PPS 2000-2006

To: Yolande Larose <Yolande_Larose@hc-sc.gc.ca>
< @prairieplant.com cc:
> Subject: 6 month

2006-07-14 03:17 PM

Yolande,

One guestion from a couple of weeks ago was the 6 month report. You
noted that with all recent changes and going back to a 3 month
extension, that you would determine when a report is needed to fulfill
that contract obligation. I also don't know what the contents would be
expected for it. Would it be an Annual report format?

I have no sent message copy of SOPs sent to you so will just start
sending revisions again next week. Some were updates indicating 2006
review. I also sent them with the idea that if you want something more
added that you feel is obviously missing (in my edit), please let me
know, but they were expected to be up to date methods and procedures.
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Health Canada Confidential DAS July 14, 2006 s.20(1)(b)
s.21(1)(b)
12 Months Extension to current Prairie Plant Systems Inc PPS contract
DAS requirements and rationale

The 5-year contract for cultivation of research-grade marihuana by Prairie Plant Systems Inc. was
scheduled to end December 31, 2005. It was extended for 6 months from January 1, 2006 to
June 30, 2006 (Contract amendment #14) to allow finalisation of the bridging contract with
Prairie Plant Systems Inc. for one (1) plus three (3) optional years, effective July 1, 2006. Due to
time lines involved with submission review by Treasury Board and the intellectual property
dispute with the Contractor, the Existing contract had to be extended for 3 months from July 1,
2006 to September 30, 2006 (Contract amendment #16).

An additional period of 12 months starting October 1, 2006 to September 30, 2007 with a
renewable option for the following year is being requested.

Projected needs for supply during the 12-months extension:

With the ongoing COMPASS trial and the increased demand for supply to authorized persons

due to the implementation of Phase 2 Amendments to Medical Marihuana Access Regulations
(June 2005), it is expected that a total of 400 kg of Finished Product flowering heads material

will be needed from October 1, 2006 to September 30, 2007

. 200 kg for COMPASS (re: Scenario D)

. 200 kg for AP (re: scenario I - ADM briefing, June 2006).

This corresponds to approx 16 lots of dried marihuana flowering heads Finished Product (25
kg/lot) to be produced over a 12 months period.

SOW - Additional quantities

During the 12-months extension, the contractor shall produce an additional quantity of at least
600 kilograms dry weight equivalent bulk processed plant marihuana materials, 14% moisture
content. In addition, the flowering heads plant components from each harvest (10 expected @
approx 60 kg/harvest) shall be segregated into mature and immature flowering heads throughout
the manufacturing process, from harvesting to storage of bulk materials and labelled accordingly.
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During this period of time, the Contractor will proceed with the optimisation of Flin Flon current
cultivation space and procedures in order to increase current production scale, up to 1100 plants
per month by May 2007. Relevance for further expansion will be analysed at that time.

Shortfall of Finished Product made of freshly grown FH materials produced during the 12
months extension will be mitigated using qualified stored bulk FH materials to the extent

possible (projected 85 kg out of the 100 kg qualified bulk inventory available at this time).

12 months Extension - Financial impact:

The current contract stipulates a total quantity of 420 kg of bulk cannabis plants components be
produced per year. It is proposed that under the 12 months extension, 30 kg of bulk cannabis
plants be produced and paid under 2006 year deliverables since 290 kg have been requested
under the 6 months extension (Contract Amend # 14) in addition to 100 kg under the 3 months
extension (Contract Amendment # 16).

The other 570 kg (approx 10 harvests) would be produced under 2007 year deliverables up to a
maximum of 420 kg bulk cannabis plant components. The remaining 120 kg will be produced as
per an exercisable option (quantity and price to be negotiated).

Revised estimated contract value as per Amendment # 16 (3 months extension) is $7,368,274.08
with GST. The projected cost for this 12 months extension is $2.5M. This includes estimated
optimisation costs (capital, research, development etc) and option price of $3,000 /kg for
additional qualified bulk FH.

Proposed wording for next contract amendment:

AMENDMENT 18-

TITLE: DEVELOPMENT OF A COMPREHENSIVE OPERATION FOR THE
CULTIVATION AND FABRICATION OF MARIHUANA IN CANADA

The purpose of the amendment is to extend the current contract for a 12 months period
from October 1, 2006 to September 30, 2007. The contractor shall produce the additional
quantity of at least 600 kilograms of bulk processed dried marihuana with A9-THC content
of at least 5% to be retained as inventory, as per requirements set in base volume
requirements of the Statement of Work. In addition, the bulk flowering heads materials
shall be segregated into immature and mature plant components from harvest to milling
and stored in different bulk storage bags properly identified.

The Contractor is to proceed with optimisation of current site to increase current
production capacity at Flin Flon to ensure supply to AP during this time

2
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s.19(1)

To: "Terry Patrick (W)" <Terry.W.Patrick@PWGSC.GC.CA>, 'Yolande

@prairieplant.co Larose' <Yolande_Larose@hc-sc.gc.ca>, 'Nathalie Campeau’
m> <nathalie_campeau@hc-sc.gc.ca>
cc: 'Brent Zettl' <bhz@prairieplant.com>,
2006-07-28 12:45 PM @prairieplant.com>

Subject: 1-year extension to the existing agreement.

[IMAGE]

Attached is our proposal for the 1 year extension. It envisions a full plan to increase production at BUGC.

Again we stress that there is a significant capital upgrade needed that PPS needs assistance in financing. Second,
time is of the essence (as the lawyers say)

Prairie Plant Systems Inc.

Phone: (306)975-1207

Fax: (306)975-0440

D - image001.jpg

- Proposal-4 July-06.doc
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Yolande Larose To: Johanne Paquette/HC-SC/GC/CA@HWC
2006-08-17 03:17 PM cc: Vanessa Rivera/HC-SC/GC/CA@HWC

Subject: Contract funds - urgent

Johanne, Terry Patrick le 18 aout & 15h30. Peux-tu preparer une confirmation de fonds
pour $150,000 aussitot que possible vendredi et lui faxer afin qu'il puisse envoyer I'amendement & PPS
demain pour leur signature. Tout doit etre signé avant qu'il quitte pour ses vacances.

C'est pour un autre amendement au contrat PPS (facility maintenance & upgrades). Merci

Yolande
----- Forwarded by Yolande Larose/HC-SC/GC/CA on 2006-08-17 03:11 PM -----

Richard Viau To: terry.w.patrick@pwgsc.gc.ca

2006-08-17 02:50 PM cc: Yolande Larose/HC-SC/GC/CA@HWC
’ Subject: Contract funds

This is to confirm that the $150K you need is in place and you can thus proceed with the contract
amendment.

Richard Viau, PhD

Director / Directeur

Drug Analysis Service/
Service d'analyse des drogues
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Yolande Larose
2006-08-31 03:52 PM

Hi Terry, welcome back

Here are my comments (additions, revisions in bold) to PPS proposal dated July 28, 2006.

To: terry.w.patrick@pwgsc.gc.ca
cc:
Subject: PPS proposal re: 12-months extension

Do you need PPS to resubmit a final proposal with all these changes ? Pls iet me know

Yolande Larose, Ph.D.

000055

s.20(1)(b)
s.21(1)(b)



s.19(1)

s.20(1)(b)
) Yolande Larose To: @prairieplant.com>
. cc: "Terry Patrick (W)™ <Terry.W.Patrick@PWGSC.GC.CA>
2006-09-05 01:59 PM Subject: Re: 1 year agreement[
Hil yes indeed the 1-year extension amendment will be prepared by Terry-

(week of Sept 11). My understanding is that this will be done rapidly since the negotiations were
completed this summer.

PS: I have provided Terry with comments on your proposal last Friday (clarification purposes mainly) and
| believe that he will be contacting you on this next week. One of the comment pertains to the
As discussed, this will have to be removed since it will not be done under this amendment

Yolande,

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate
Tel (613) 948-7795

Fax (613) 941-8585

Q@prairieplant.com>

To: 'Yolande Larose' <Yolande_Larose@hc-sc.gc.ca>, "Terry Patrick (W)™
@prairieplant.co <Terry.W.Patrick@PWGSC.GC.CA>
m> cc:
2006-09-05 12:00 PM Subject: 1 year agreement

[IMAGE]

Good morning!! ( at least it is still morning here)
1 guess it is September now---one month left in the current extension.

I think we have made our proposal to you—we now need to get moving on the one year extension

Prairie Plant Systems Inc.

Phone: (306)975-1207

Fax: (306)975-0440

D - image001.jpg
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Health Canada Confidential DAS September 12, 2006

12 Months Extension to current Prairie Plant Systems Inc PPS contract
DAS requirements and rationale

Projected needs for supply during the 12-months extension:

With the ongoing COMPASS trial and the increased demand for supply to authorized persons

due to the implementation of Phase 2 Amendments to Medical Marihuana Access Regulations
(June 2005), it is expected that a total of 400 kg of Finished Product flowering heads material

will be needed from October 1, 2006 to September 30, 2007

. 200 kg for COMPASS (re: Scenario D)

. 200 kg for AP (re: scenario I - ADM briefing, June 2006).

This corresponds to approx 16 lots of dried marihuana flowering heads Finished Product (25
kg/lot) to be produced over a 12 months period.

SOW (revisions):

During the 12-months extension, the contractor shall produce an additional quantity of at least
600 kilograms dry weight equivalent bulk processed plant marihuana materials as per Statement
of Work.

During this period of time, the Contractor will also proceed with the optimisation of Flin Flon
current cultivation space and procedures in order to increase current production scale up to 1100

plants per harvest, by May 2007.

1. Additional guantities

The additional quantity of 420 kilograms of dried weight equivalent bulk processed plant
marihuana materials, 14% moisture content, will be produced in accordance with the Statement
of Work as 2007 year deliverables. In addition, the flowering heads plant components from each
harvest shall be segregated into mature and immature flowering heads throughout the
manufacturing process, from harvesting to storage of bulk materials and labelled accordingly.

2. Option 9

Upon the exercise of this option, the Contractor shall within 9 months plant, grow and harvest
sufficient marihuana to produce up to 240 kilograms additional quantity of dried weight
equivalent bulk processed plant marihuana materials, 14% moisture content, to be produced in
accordance with the Statement of Work.

Option 9 may be exercised once during the 12-months extension.
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"Terry Patrick \(W\)" To: "Yolande Larose" <Yolande_Larose@hc-sc.gc.ca>

<Terry.W.Patrick@PW cc:
GSC.GC.CA> Subject: RE: revised SOW for 12-months extension s.21(1)(b)

2006-09-13 07:23 AM

Hi Yolande,

I'll call you at the lunch break today to discuss this with you as I do
have a couple of comments. I may also have some good news regarding the
approval level for this amendment (i.e.

Stay tuned!

Terry

————— Original Message-----

From: Yolande Larose [mailto:Yolande Larose@hc-sc.gc.cal
Sent: Tuesday, September 12, 2006 3:46 PM

To: Terry Patrick (W)

Cc: Richard viau; Jacqueline Randall

Subject: revised SOW for 12-months extension

Terry, here is the revised SOW for the 12-months extension based on our
conversation today. The revised SOW now includes a new option (#9) to
cover the additional quantities of bulk to be produced by PPS beyond
2007 year deliverables as confirmed with PPS today (up to a max of 240
kg @ $1140 / kg).

The 12 months extension will be covering 2 fiscal years and the
requirements are for the production of a minimum of 600 kg bulk
marihuana processed plant components to meet as much as possible
projected needs for that period of time (400 KG TOTAL) :

Oct 06 to end March 07: FY 06/07 (estimated 200 kg finished product
needed)
April 07 to end Sept 07: FY 07/08 (estimated 200 kg finished product
needed)

(See attached file: Wording for Contract Amendment_12M Extension to
current PPS contract_ FINAL 12 Sept 2006.wpd)

PS: The requisition will be prepared and fax to you ASAP this week for
your ADM approval

Let me know if you need anything else,
Regards,

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate Tel (613) 948-7795
Fax (613) 941-8585
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"Terry Patrick \(W\)" To: "Yolande Larose" <Yolande_Larose@hc-sc.gc.ca>
<Terry.W.Patrick@PW cc:
GSC.GC.CA> Subject: RE: revised SOW for 12-months extension

2006-09-13 07:29 AM

Yes, I know. I'm sure PPS would have pointed this out.

————— Original Message-----

From: Yolande Larose [mailto:Yolande_ Larose@hc-sc.gc.cal
Sent: Tuesday, September 12, 2006 4:16 PM

To: Terry Patrick (W)

Cc: Richard Viau; Jacqueline Randall

Subject: revised SOW for 12-months extension

as you know Terry, the price for additional bulk should read $1144.00/
kg (my error)

Yolande

----- Forwarded by Yolande Larose/HC-SC/GC/CA on 2006-09-12 04:15 PM

Yolande Larose

To:
Terry.W.Patrick@PWGSC.GC.CA
' 2006-09-12 03:46 ce: Richard
Viau/HC-SC/GC/CA@HWC, Jacqueline Randall/HC-SC/GC/CA@HWC
PM Subject: revised SOW for

12-months extension

Terry, here is the revised SOW for the 12-months extension based on our
conversation today. The revised SOW now includes a new option (#9) to
cover the additional quantities of bulk to be produced by PPS beyond
2007 year deliverables as confirmed with PPS today (up to a max of 240
kg @ $1140 / kg).

The 12 months extension will be covering 2 fiscal years and the
requirements are for the production of a minimum of 600 kg bulk
marihuana processed plant components to meet as much as possible
projected needs for that period of time (400 KG TOTAL) :

Oct 06 to end March 07: FY 06/07 (estimated 200 kg finished product
needed)
April 07 to end Sept 07: FY 07/08 (estimated 200 kg finished product
needed)

(See attached file: Wording for Contract Amendment_ 12M Extension to
current PPS contract_ FINAL 12 Sept 2006.wpd)

PS: The requisition will be prepared and fax to you ASAP this week for
your ADM approval

Let me know if you need anything else,
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Regards,

Yolande Larose, Ph.D.

Drug Analysis Service

Drug Strategy and Controlled Substances Directorate Tel (613) 948-7795
Fax (613) 941-8585
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s.19(1)

"Terry Patrick (W)" To: Brent Zettl

</I=W/G=Terry/S=Patric <"/DD.MSXENCAP=SMTP/DD.SMTP=bhz(a)prairieplant.com/O=NCR/
k/O=NCR/PRMD=GC+P PRMD=GC+PWGSC.TPSGC/ADMD=GOVMT.CANADA/C=CA/"@hcx

WGSC.TPSGC/ADMD= 400 hc-sc.gc.ca>, .

GOVMT.CANADA/C=C a)prairieplant.com/O=NCR/
Al@hcx400.hc-sc.gc.ca PRMD GC+PWGSC.TPSGC/ADMD=GOVMT.CANADA/C=CA/"@hcx

> (DN=PATRICTL, 400.hc-sc.ge.ca>

RECIPIENTS, cc: Yolande Larose <Yolande_Larose@hc-sc.gc.ca>

NATIONAL CAPITAL Subject: FW: revised SOW for 12-months extension

REGION,
PWGSC-TPSGC)

2006-09-14 08:11 AM

Gentlemen,

Attached for your consideration is the Statement of Additional Work for
the contract extension. I will be out of the office for the balance of
the week; however, I will be checking my voice and email messages
periodically.

Regards,

Terry

D - Wording for Contract Amendment_12M Extension to current PPS contract_ FINAL 12 Sept
2006.wpd
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Health Canada Confidential DAS September 12, 2006

12 Months Extension to current Prairie Plant Systems Inc PPS contract
DAS requirements and rationale

Projected needs for supply during the 12-months extension:

With the ongoing COMPASS trial and the increased demand for supply to authorized persons

due to the implementation of Phase 2 Amendments to Medical Marihuana Access Regulations
(June 2005), it is expected that a total of 400 kg of Finished Product flowering heads material

will be needed from October 1, 2006 to September 30, 2007

. 200 kg for COMPASS (re: Scenario D)

. 200 kg for AP (re: scenario I - ADM briefing, June 2006).

This corresponds to approx 16 lots of dried marihuana flowering heads Finished Product (25
kg/lot) to be produced over a 12 months period.

SOW (revisions):

During this period of time, the Contractor will also proceed with the optimisation of Flin Flon
current cultivation space and procedures in order to increase current production scale up to 1100
plants per harvest, by May 2007.

1. Additional gquantities

The additional quantity of 420 kilograms of dried weight equivalent bulk processed plant
marihuana materials, 14% moisture content, will be produced in accordance with the Statement
of Work as 2007 year deliverables. In addition, the flowering heads plant components from each
harvest shall be segregated into mature and immature flowering heads throughout the
manufacturing process, from harvesting to storage of bulk materials and labelled accordingly.

2. Option 9

Upon the exercise of this option, the Contractor shall within 9 months plant, grow and harvest
sufficient marihuana to produce up to 240 kilograms additional quantity of dried weight
equivalent bulk processed plant marihuana materials, 14% moisture content, to be produced in
accordance with the Statement of Work.

Option 9 may be exercised once during the 12-months extension.
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s.19(1)

To: "Terry Patrick (W)" <Terry.W.Patrick@PWGSC.GC.CA>, 'Brent Zettl'
@prairieplant.co <bhz@prairieplant.com>
m> cc: ‘Yolande Larose' <Yolande_Larose@hc-sc.gc.ca>
Subject: RE: revised SOW for 12-months extension

2006-09-14 10:12 AM

Thanks Terry.

A couple of issues. From the 12 Month Extension (SOW), 400 kg's of finished
products was required in the extension year. based on the proposal sent on

July 28, one hundred kilograms of finished product translates into

888 kg of Bulk Deliverable. The SOW (revisions) calls for 660 kilograms of

bulk deliverable to be produced.

Our goal would be to try and produce the 888 kg, however the revisions as
provide would not allow us to do that as we are limited to 660 kgs. We
suggest another paragraph in option nine be added.

" should Option 9 be exercised, it will be understood that the contractor
may produce up to 480 kg. of bulk deliverable under this option.

I think a paragraph of this nature would provide us with the flexibility we
need to move forward and to try fulfill Health Canada's needs as quickly and
as efficiently as possible.

Please give it some thought and get back to me at your earliest convenience

Prairie Plant Systems Inc.

Phone: (306)975-1207

Fax: (306)975-0440

————— Original Message-----

From: Terry Patrick (W) [mailto:Terry.W.Patrick@PWGSC.GC.CA]
Sent: Thursday, September 14, 2006 6:04 AM

To: Brent Zettl;

Cc: Yolande Larose

Subject: FW: revised SOW for 12-months extension

Gentlemen,

Attached for your consideration is the Statement of Additional Work for
the contract extension. I will be out of the office for the balance of
the week; however, I will be checking my voice and email messages
periodically.

Regards,

Terry
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s.21(1)(b)

Richard Viau To: michel.j.rancourt@pwgsc-gc.ca
. cc: terry.w.patrick@pwgsc.gc.ca, Yolande Larose/HC-SC/GC/ICA@HWC,
2006-09-26 10:14 AM Jacqueline Randal/HC-SC/GC/CA@HWC,

beth_pieterson@hc-sc.gc.ca, Linda
Dabros/HC-SC/GC/CA@HWC@HWC

Subject: Government Announcement of Elimination of MMRP on September 25,
2006

Michel:

This is to confirm our telephone conversation concerning the above noted announcement which was
made by Minister Baird as part of the Government $1B expenditure reduction.

The Medical Marihuana Research Program (MMRP) was a five year G&C program to fund research into
the safety and efficacy of marihuana as a medicine. This program had a $2M/yr budget. This program
was not as successful as had originally been thought when it was first established. Over its first 5 year
term, only 2 research projects were approved and funded.

Unfortunately some media reports which appeared yesterday erroneously reported that the medical
marihuana access program had been cancelled. This is not the case, this program continues unchanged.
As you know the contract with Prairie Plant Systems is the source of legal marihuana which is used to
supply participants in this program. The contract with Prairie Plant Systems is thus still required and the
one year extension of this contract still needs to be signed this week before the current contract expires.

Should you have any
questions please contact me.

Richard Viau, PhD

Director / Directeur

Drug Analysis Service/
Service d'analyse des drogues
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“Terry Patrick (W)" To: Richard Viau <Richard_Viau@hc-sc.gc.ca>
</I=W/G=Terry/S=Patric cc:
k/O=NCR/PRMD=GC+P  Subject: Program status
WGSC.TPSGC/ADMD=

GOVMT.CANADA/C=C

A/@hcx400.hc-sc.ge.ca

> (DN=PATRICTL,

RECIPIENTS,

NATIONAL CAPITAL

REGION,

PWGSC-TPSGC)

2006-09-26 07:53 AM

Good Morning Richard,

Following the announcement by the Government of the cancellation of the
medical marihuana program, can we assume that we should not proceed with the
one year extension to the PPS contract? If we are to proceed with the
extension, we will need you to confirm this in writing.

Thank you!

Terry Patrick

Human, Life and Environmental Sciences Division

Science and Professional Services Procurement Directorate
PWGSC

(819)956-1372

(819)997-2229 (fax)
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“Terry Patrick (W\)" To: "Jacqueline Randall" <jacqueline_randall@hc-sc.gc.ca>
<Terry.W.Patrick@PW cc:
GSC.GC.CA> Subject: RE: Extension to PPS Contract

2006-10-12 08:45 AM

Hi Jacqueline,

Sorry for the less than guick answer. The notice of all contracts and
the amendments to them are posted on the Contracts Canada website.

Terry

————— Original Message-----

From: Jacqueline Randall [mailto:jacqueline_randall@hc-sc.gc.cal
Sent: Wednesday, October 11, 2006 2:06 PM

To: Terry Patrick (W)

Subject: Extension to PPS Contract

Hi Terry:

Quick question for you. When PWGSC extended the contract with PPS for
one year, is a notice posted on your website? In general, is a notice
posted at all for any contract extension?

Many thanks
Jacgueline
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"Terry Patrick \(W\)" To: “Jacqueline Randall" <jacqueline_randall@hc-sc.gc.ca>
<Terry.W.Patrick@PW cc:
GSC.GC.CA> Subject: RE: Extension to PPS Contract

2006-10-12 10:12 AM

You're welcome!

————— Original Message-----

From: Jacqueline Randall [mailto:jacqueline_randall@hc-sc.gc.cal
Sent: Thursday, October 12, 2006 9:49 AM

To: Terry Patrick (W)

Subject: RE: Extension to PPS Contract

Thank you Terry.

Jacqueline

"Terry Patrick

\ (W\) " To: "Jacqueline
Randall™"

<Terry.W.Patrick@P
<jacqueline_randall@hc-sc.gc.ca>

WGSC.GC.CA> cc:

Subject: RE: Extension
to PPS Contract
2006-10-12 09:25

AM

I have checked the Contracts Canada website and the information up to
amendment 18 has been posted (ie. Amendments 19 and 20 have yet to be
posted). However, the information posted provides very basic information
- contract number, contractor, value of amendment etc. - but not the
specific reason for the amendment (e.g.. To extend the contract by one
year) .

Hope this helps.

Terry

————— Original Message-----

From: Jacqueline Randall [mailto:jacqueline_randall@hc-sc.gc.cal
Sent: Wednesday, October 11, 2006 2:06 BPM

To: Terry Patrick (W)

Subject: Extension to PPS Contract

Hi Terry:

Quick question for you. When PWGSC extended the contract with PPS for
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